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My testimony will be divided into two broad categories. First, I will testify as to the current situation of agriculture here in Iowa. Second, I will provide my comments about what this committee should consider as it crafts the new farm bill.

Current Situation in Iowa Agriculture
A. Income

The highest net farm income in Iowa occurred in 1996, $3.93B. This was followed very closely by the 1997 net farm income of $3.67B. Since then, net farm income has decreased. In 1999, Iowa net farm income was $1.45B.

Farm income in Iowa has become dependent on the influx of government payments to remain positive. For many producers the government payments represent the portion of their net farm income that is positive.

Government payments have averaged 55 percent of the net farm income in Iowa from 1990 through 1999. Over this same time period the yearly payments have averaged $902M. In 1999, the government payments to Iowa farmers were $1.8B and the net farm income, which included those payments, was $1.45B. In other words, in 1999 net farm income in Iowa would have been negative if it were not for the government payments.

B. Agronomic

Over the years, Iowa has experienced a narrowing of its crop and income base. Today in Iowa 92 percent of the cropland is either corn or soybeans. Almost two-thirds of the entire area of the state, including rivers, lakes, and cities, is devoted to just these two crops.

As the crop base has narrowed, so have the sources of income for the state. In 2000, 28 percent of the cash sales were from corn, 21 percent from soybeans, 23 percent from hogs, and 17 percent from cattle. This means that 89 percent of the cash sales in the state of Iowa were associated with just four commodities.

The lack of diversity creates many problems. Pest problems shift and increase as we cover the land with just two crops that use the same basic production technique: row cropping. We have seen insect pests that were once controlled with a single-year rotation adapt to the corn/soybean rotation. Certain weeds have either become major pests or adapted to the continuous row cropping. In addition to the pest problems, lack of diversity also can cause environmental problems. Chemical fertilizers are necessary to maintain yields and these can become sources of surface and groundwater pollution. Soil erosion is still a major problem for the state. Not only does it decrease the inherent productivity, it also serves as a means of transporting chemicals into the surface water.

We also have witnessed a dramatic change in crop production techniques over the past few decades. These changes have created increased yields and output but they have not led to increased income for the farmers. Figure 1 shows the net farm income as a percent of the gross farm income. Notice that the line is trending downward. In the 1950s, net farm income averaged 34 percent of the gross, while over the past decade net farm income has averaged only 20 percent of the gross. If the government payments are subtracted the difference is even more stark. This difference represents the money in production that is leaving the farm. New technologies to improve yields come with a cost, so the end result is that farmers handle more money but they do not make any more at the end of the year.

It is often asserted that as farms grow larger, efficiency improves. There are initial economies of size but these dissipate more quickly than most people realize. Figure 2 is based on data from the Iowa Farm Business Association. This figure shows the low point in the average cost curve for corn occurs some where in the 300- to 600-row crop acre range. This same presentation occurs, with slight variations, every year. Iowa corn and soybeans exhibit what is referred to as an "L"-shaped cost curve. Given this situation, the natural question is why are farms getting bigger. Figure 1 provides the answer by showing that our farms are getting bigger not to achieve efficiency, but to try and earn an income.

C. Demographics

The average age of farmers in Iowa reached 52.4 years old according to the 1997 Census of Agriculture. This represents a steady increase in the average age. Just a decade earlier in 1987, the average age of Iowa farmers was over three full years younger at 49.3 years of age.

Fueling the increasing average age has been a shift in the relative percentage of farmers in different age categories. According to the 1997 Census, Iowa had more farmers over the age of 65 (22 percent) than under the age of 35 (10 percent). This is a fairly recent phenomenon. Figure 3 shows the percentage of farmers by ages over the past few decades. Notice that it was not until the 1992 Census that the number of those under 35 was less than those over 65.

Another situation that has occurred which is drastically changing the way farmers do business is the change in residency. It was sometime in the late 1950s when Iowa changed from having more rural residents to having more urban dwellers. In the late 1980s another change occurred that has had and will continue to have an even more dramatic effect. As shown in Figure 4, we now have more people living in the country but not on farms than we do living on farms. This change conjures up all kinds of images of the problems that it could create for both sets of residents. Conflicts are bound to arise given the differing natures of why people are choosing to live where they do. Such conflicts present unique opportunities, but people have to be flexible.

D. Changing Structure of Agriculture

Another major area of change in Iowa is the changing structure of agriculture. This structural shift is occurring not just in production agriculture but in processing, manufacturing, and retail as well.

Based on the 1997 Census, fully half (50 percent) of Iowa’s farms had sales of less than $50,000. Indeed, there were 10 percent of Iowa’s farms that had sales of less than $1,000. Thirty-seven percent of Iowa farms had sales between $50,000 and $250,000. And, the remaining 13 percent had sales of over $250,000. In a recent USDA study, "A Time to Act," the Small Farms Commission defined a small farm as any farm with sales less than $250,000. This means that 87 percent of Iowa’s farms are small farms.

Farm number estimates from the National Agricultural Statistics Service are presented in a slightly different manner. They still show the same type of trends revealed in the Census. In 1987, based on the NASS numbers, 53 percent of Iowa’s farms had sales between $10,000 and $100,000. By 1999 that number had dropped to 40 percent. This truly is the "disappearing middle" to which many people refer.

Iowa finds itself today with a very small number of large operations and a large number of small operations. The larger operations, for the most part, have formed alliances with others in the food chain. They are seeking to become a part of a system where the food is controlled from the "dirt to the dinner plate." The smaller operations are either hobby, retirement-type farms or they are farms that are trying to market directly to the consumer. Farmers’ markets, roadside stands, and community supported agriculture (CSA) are just some of the approaches used by this group of farmers. The middle-sized farms, the ones that have formed the backbone of Iowa agriculture for years are being squeezed out. They are told to get big or to get out, not too different than advice that was given to farmers a few decades ago. The problem is that today these folks really have nowhere to go. Iowa and the United States has to ask themselves, "Is this a group of farmers worth saving?" If not, then let’s get out of the way and speed up the demise of the family-sized farming operation.

Farms are not the only ones being pressured by this increase in concentration. The processors, meat lockers, packers, and retailers are all being forced out of business or into some other line of enterprise.

E. Environment

The environment continues to be assaulted by current farming methods. Odor problems persist as animal confinement units continue to expand. In Iowa the number of farms with hogs has dropped from over 64,000 in 1980 to under 17,000 today. At the same time, the number of hogs has remained relatively constant. Obviously, this means that the number of hogs per farm has increased substantially. The number of pigs per farm has increased from slightly over 250 to almost 800. This concentration has led to a number of environmental problems.

A recent study has also shown that Iowa has some of the most polluted lakes and streams in the world. Agricultural chemical and sediment runoff is one of the primary causes of this pollution.

F. Conclusion

Iowa agriculture is in a precarious position. Government support has reached unprecedented levels and yet problems persist. Farmers are going bankrupt, the environmental problems continue, and rural communities are withering away.

This seems like a bleak picture and one that would be espoused by those who feel we should let production of raw commodities go to the less-developed countries. These countries have lower costs due to lower land values and wages when the modern array of chemicals and machinery are used.

Iowa also is witnessing a continuation of the bifurcation of production agriculture that may well result in the disappearance of the middle-sized farmers with which many of us identify. Time will tell their fate, but there is a strong belief that time is running out.

I would now like to turn my attention to some of the measures and issues that should be addressed in the next farm bill. These issues will not be listed in any particular order but they are ones that I feel will be important and should be part of any new legislation.

Issues for the Next Farm Bill

A. Energy

The increased costs of production that farmers have experienced over the past year are not likely to abate. The estimated costs of crop production in Iowa show that the energy price increases are likely to cause a 6 percent increase in the costs. The cost increases are due to the increase in diesel prices and the increase in nitrogen fertilizer costs. Cost estimates for average yield, continuous corn in Iowa have gone from $2.89 per bushel to $3.02 per bushel. The cost increases for corn following soybeans are not quite as large due to the lower commercial nitrogen fertilizer needs.

Diesel fuel price increases from $1.00 to $1.40 would increase the cost of continuous corn by $.03 per bushel, corn after soybeans $.02 per bushel, and soybeans by approximately $.06 per bushel. Similarly, nitrogen price increases from $340 per ton to $420 per ton would raise corn costs approximately $.03 per bushel. These cost increases when considered separately do not seem that high, however, the cumulative impact has caused considerable hardship for farmers. Farmers are not able to pass along their higher costs and so they must absorb them. And, perhaps most distressing for farmers is the fact that energy as a percent of the total costs of production had been decreasing since 1981. Now, at a time with low commodity prices, farmers are faced with rising costs over which they have no control.

Energy can be addressed in several ways by the farm bill. Energy offers alternative uses for existing crops. Ethanol and biodiesel fuel are two such examples. Care has to be taken with help for ethanol so that it does not just benefit the large companies that produce the majority of the existing ethanol supplies.

Energy support policies can be expanded to include the alternative crops. Biomass production via such crops as switchgrass and reed canarygrass or through agroforestry products offers opportunities to farmers.

Another area the farm bill should address is support for on-farm energy research. There are many potential sources of energy on the farm and these should be cultivated and developed. On-farm energy production was important during the 1970s but the situation has changed since then. Those experiences were almost thirty years ago and it is time that they were updated to reflect modern conditions.

B. Definition of a Farm

One of the serious issues that is going to have to be addressed is the definition of what constitutes a farm. Currently the definition is a place that sold or would have sold at least $1000 worth of agricultural products in a year. The $1000 sum has been the cutoff since 1974. It is not realistic and does not reflect the current state of affairs in U.S. agriculture. This broad definition is masking some of the real problems that exist and is preventing help from going to those who are really the intended recipients. In 1997, 14 percent of all U.S. farms had sales of less than $1000. We are going to have to be honest with ourselves and ask, is this really a farm?

There will never be a perfect definition of a farm. However, simply raising the minimum sales level would go a long way to addressing some of the problems. Some critics of small farm programs cite the current statistics as reasons why we should not help the small farms; after all they are just hobby farms and don’t really count. At least by raising the minimum cutoff level, there could be a more rationale discussion of the dimension of the U.S. farm population.

C. Payment Policies

We have many different options available to us and you will be hearing several of them. I would simply like to point out that the payment mechanisms of the past have paid for commodities. This was done under the assumption that if you held prices up, then you helped farmers, but the reality of the situation is that we have programs that favor commodities more than people.

The Conservation Security Act is a step in the right direction. It provides payments for conservation not simply commodities.

Another proposal that I have attached is one I developed with Dr. Paul Lasley at Iowa State University. In this proposal, we suggest paying a minimum wage to farmers for up to but no more than full-time employment. The payment emphasis would shift from commodities to labor, from grains to people. We believe that this policy is more in keeping with the original intentions of the farm payments.

There are many other approaches, but we must begin to address the problems of having payments attached to production of certain crops. This simply leads to the continued overproduction of those crops and results in the unhealthy situation like we have today.

D. Level of Payments

Regardless of which direction or mechanism is followed in the new farm bill, attention must be paid to the level of the payments and the impact on farm income. As I have noted, Iowa farmers and other farmers throughout the country have factored those payments into rents, land values, and other aspects of production. If they are summarily cut off, calamity would result in the countryside.

If the payments must be cut or if the payment mechanism is going to be altered, it must be clearly stated and the impact clearly understood.

E. Small Farm and Beginning Farmer Research

Research and education must continue in earnest in these areas. Many of the existing programs simply assume that more money or access to capital is all that is needed. These programs have their place but it is critical that young and modest-sized farmers be given information on the options and alternatives that apply in their situation.

For many years the explicit government policy was to conduct research that would move people off the land and into other endeavors. As we start the 21st Century, we can see that farmers play a more vital role in the health of rural communities than was previously recognized.

We must conduct research about what options will be economically, ecologically and socially sound. If we just pay attention to one, then the others suffer and so too does the whole system. We have to start looking at options and alternatives that will work in a variety of situations not just for large farms.

F. Conclusion

Again, I appreciate the opportunity to speak with you today. I have tried to lay out some of the issues I see impacting Iowa farmers and some of the points that should be addressed in the new farm bill. I have purposely avoided discussion of specific proposals. Others more knowledgeable than I will do that.

My concern with the policy debate is that there should be some time for reflection. I have worked with many of the groups in Iowa and around the country and I am concerned by some of the attitudes I see. There are those who are only interested in formulating and supporting a policy that will benefit them. If there is the least little thing they don’t like, they are opposed to the whole idea. This leads to policy that, in my opinion, seeks the lowest common denominator. Nothing will get changed. And we need to make changes. The current system is broken. Not just the current farm bill, but the whole idea that commodities are more important than people. We have to start looking at food security, food safety, rural communities, and the whole food system, not just pieces of it. If we merely tinker with edges, we aren’t going to change much. Then we will continue with the policies that generate high costs and not much return.

Thank you.

