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The Maine Food and Farmland Study Commission was established by the 108th Legislature
with specific instructions to study the problem of farmland conversion to other uses
and to recommend actions which would strengthen Maine agriculture. The Commission
membership included legislators, department commissioners, university administrators,
farmers and agricultural businessmen.

Initially the Commission held twelve public hearings at which representatives of the
various agricultural industries in the state expressed their views of the primary
constraints to the economic viability of agriculture. Following these hearings, the
Commission studied the comments and then structured subcommittees to study each of

the four problem areas which emerged. These subcommittees were specifically instructed
to study and make recommendations on land preservation, entrance to farming, marketing

and transportation, and finance.

Early in the deliberations of the Commission there was considerable discussion concerning
the feasibility of developing a food policy for Maine. The Commission members recognized
the consumer interest in such a policy, but the majority did not feel it was feasible

to undertake such a comprehensive study within the time and resources available to the
project. Therefore there are no recommendations in this report relative to consumerism.

The reports submitted by the subcommittees were reviewed, modified and eventually
combined by the whole Commission into a draft report which was released for public
scrutiny. Public reaction was gathered at three hearings and the comments were reviewed
by the Commission and incorporated into this final report which is submitted to you.

The recommendations are intended to be specific and practicable. The Commission feels
strongly that the vitality of the family farm is essential to the future of Maine
agriculture and this report is aimed to that end.
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COMMISSION FINDINGS AND RECOMMENDATIONS*

INTRODUCTION

This report is the result of more than a year of study and deliberation
by the Maine Food and Farmland Study Commission. This Commission, composed
of 24 members from various agricultural industries and public agencies, was
created in 1977 to address food and farmland issues in Maine and report to the
109th Legislature on policies and programs needed: to protect Maine's agri-
cultural lands, to promote agricultural use of these lands, to increase self-
sufficiency in food production, to improve direct marketing of native foods,
and in other ways serve the interests of food producers and consumers in the
state.

To meet this charge, the Commission held twelve public hearings throughout
the state to take testimony on agricultural issues from farmers, agri-businessmen,
bankers, consumers, and other interested persons. Four committees were then
formed to further investigate issues in farm finance, marketing and transportation,
land preservation and the special needs involved in entrance to farming. Commit-
tee members were assisted in their work by the Commission's project director,
and by research undertaken by the Maine Department of Agriculture, the State
Planning Office and other sources. The Commission's report represents a synthesis
of many of the major recommendations of the four committee reports - with a number
of modifications voted on by the full Commission. Individual committee reports
are included in this report, for further reference. Several other important re-
ference reports are also included in this report as appendices.

In early deliberations, the Commission decided to focus its efforts on farm-
land preservation and farm economic issues. Broader considerations such as rural
development, quality of rural life, and consumer needs were only peripherally
addressed. The Commission felt that it could best meet the Legislative mandate
with the time and resources available, by so Tlimiting the study. However, there
are important Tlinks between the issues addressed by the report and the larger
issues. For example, the Commission selected as a goal increased local production
of food; this will not only require an expanded rural economy but will also provide
a better supply of high quality foods for consumers.

It is important to note that while the Commission has made recommendations
on a great variety of food and farmland issues, several problem areas in agri-
culture are considered to be of particularly high priority. These special problem
areas are as follows: 1) the relatively unfavorable image of Maine potatoes in
the market place; 2) the relatively high cost of transporting feed grains to Maine
and the competitive disadvantage for poultry and dairy farming resulting from this
situation; 3) the continuing decline of Maine's farmland base due to development
pressures, abandonment and erosion; 4) the inadequacy and inefficiency of the
marketing outlets and practices for smaller farmers in the state; and 5) the
continuing difficulty in securing and utilizing labor for the crucial job of
harvesting some of Maine's most valuable agricultural crops - especially apples.

This final report of the Maine Food and Farmland Study Commission addresses
these important issues and many others in the interest of improving the long-term
prosperity of agriculture in Maine. The recommendations proposed in this report






cannot resolve every issue raised by or before the Commission, nor can these
recommendations be implemented without change within the farming community.
It is felt, however, that these recommendations represent a realistic set of
actions to be taken by government in order for Maine to realize a greater

measure of agricultural prosperity.

* The following 13 pages represent the views of the Commission. These are not

always consistent with the committee reports or appendices.
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FARMLANDS

AGRICULTURE RELIES ON AN AVAILABLE FARMLAND RESERVE. FURTHER REVITALIZATION
OF AGRICULTURE DEPENDS UPON FUTURE AVAILABILITY OF ADEQUATE FARMLANDS.

I. Land Use: Only 1 million of Maine's 18 million acres of land are
considered to be prime soils according to the USDA. Most non-farm develop-
ment has not occurred in areas where the best farmlands exist.

Farming requires access to both mrginal and highly productive croplands.
Highly productive cropland is not only essential and scarce, but also irreplace-
able. Conwersely, mrginal farmlands are less essential and relatiwely abwndant.

It is recommended that:

A. The Legislature create and fund agricultural districts as described herein.
The program would be administered by and coterminous with existing soil and water
conservation districts. In return for voluntarily restricting farmland development,
farmers would receive property tax reduction, reduced nuisance law liability, con-
servation assistance priority, more protection from eminent domain, reduced inheri-
tance tax liability, and investment tax advantages. The program would replace the
existing Farm and Open Space Tax Law.

B. The state officially adopt a policy to encourage the preservation and
conservation of agricultural lands, especially highly productive croplands.

C. The Maine Department of Agriculture be charged with the responsibility
of defining an ongoing program to facilitate farmland conservation and preserva-
tion. This program needs to include studies of land use trends and soil erosion
monitoring. Additionally, the Maine Department of Agriculture identify the most
productive agricultural lands. These lands consist of existing highly productive
cropland of 10 acres in size or larger. The Commissioner report the results of
these studies at least biennially to the legislature and the Governor.

D. The State of Maine urge the Soil Conservation Service to accelerate pub-
lishing of prime soils maps in the Interstate 95 corridor.

II. Soil Erosion: Maine's 303,000 acres of tilled cropland is losing an
average of 6 tons of soil per acre per year. This is twice the USDA accepted
rate. The most extensive erosion is in Aroostook Cownty, while the highest rate
of erosion is in the Knox-Lincoln Cownty area.

It is recommended that:

A. The State of Maine encourage the Agricultural Stabilization and Con-
servation Service to allocate conservation funds to farms with the greatest
erosion problems first. Funding should be Timited to bona fide farmers who
are willing to enter into long-term arrangements to conserve their soil and
water resources.

B. The State of Maine encourage the Agricultural Stabilization and Con-
servation Service and the Soil Conservation Service to increase service in those
areas of the state with the greatest agricultural erosion and resulting water
pollution problems.

III. Federal Funding of Development: Federal agencies finance ower 60%
of all rural housing starts.

It is recommended that:

A. The state encourage the Farmers Home Administration and other federal
loan agencies to discontinue making loans for development on highly productive
agricultural lands.







IV. Envirommental Laws: In the face of market pressures, state environmental
laws and local planning policies have not protected highly productive Llands from
development. Prime agricultural soils are often also the best soils for develop-
ment.

It is recommended that:

A. The existing state, federal and local deve]opment review processes be
strengthened to allow more ‘consideration for farmlands preservat1on Further,
the Maine Department of Agriculture be charged with assuring that federal and
state processes do not unduly cause the loss of highly productive farmlands.
This role can best be done through existing A-95 and state agency review processes.

V. Boil Fertility: Maine soils are not naturally fertile. Due primarily
to compaction and low soil organic matter levels, Maine's productivity increases
have not kept up with the rest of the nation.

Aroostook County has 82% of Maine's tilled cropland, but only 6% of the
state's livestock. Additionally, rotation crops in Aroostook are not being
utilized. For these reasons, Aroostook has no readily available organic matter
to improve soils.

It is recommended that:

A. The University of Maine at Orono expand research and extension activities
in conservation. Priority programs would be those that would: develop viable
rotation crops for Aroostook, reduce soil improving materials. Also it is recom-
mended that the University develop a more comprehensive soil audit program.

VI. Economics: The facts do not support the premise that farming is declining
primarily due to developmental pressures. Most farmland losses are not to more
intensive, but less intensive uses (abandonment). Abandoment has occurred due
to adverse economic conditions.

It is recommended that:
A. The programs found elsewhere in this report, which strenghten the economic

viability of farming, be implemented.







MARKETING

FEW ISSUES ARE AS DIVERSE, COMPLEX AND CRUCIAL TO THE PROSPERITY AND PROFITABILITY
OF MAINE'S AGRICULTURAL ECONOMY AS MARKETING ISSUES.

I. Market Coordination: The trend toward fewer, larger, more spectalized
farms has influenced the dynamics of our marketing system. To compete, smaller
more diversified producers must also be able to provide a consistent volume of
high quality products.

High capital requivements of farm production, compounded by the high risk
factors, dictate that producers reduce marketing risks. Forward contracting,
integrated production/marketing operations, marketing cooperatives and other
arrangements will hove to be increasingly relied upon.

It is recommended that:

A. The Farmers Home Administration be requested to use its expanded authority
to increase financing of small farm marketing and storage cooperatives. Also the
Farmers Home Administration should be more sensitive to the needs of farmers attempt-
N9 to produce new commodities and/or use innovative production and marketing
techniques.

B. The Maine Cooperative Council be encouraged to support a staff which would
offer technical assistance in developing production, storage, marketing and purchas-
ing cooperatives in Maine.

C. The State of Maine support forward contracting of potatoes and trading of
potatoes futures. The state support the study currently under way by the USDA
to determine whether any modifications may be desirable to guard against possible
price manipulation of commodity exchanges. The state then evaluate the effectiveness
and desirability of the New York Mercantile Exchange and recommend retention, modi-
fication, elimination or substitution of this forward pricing mechan1sm as may be
appropriate.

D. The state support the retention of the existing milk price regulatory struc-
ture administered by the Maine Milk Commission.

II. Quality Control and Promotion: One of the most fundamental factors in
food marketing is quality. Maine's products generally have an excellent quality
image in the market place. Potatoes, however, suffer from an image of poor and
inconsistent quality relative to products from competing areas. Largely as a
result of this problem, Maine's share of the national potato market has declined
significantly.

It is recommended that:

A. Regulations be adopted by the Maine Department of Agriculture which
require that potatoes shipped from Maine exceed the requirements of the U.S
No. 1 grade.

B. The Maine Department of Agriculture develop an active "Buy Maine" program
which would be tied to quality standards. Agricultural commodities should be
exempted from the State Deve]opment Office’ s "Product of Maine" program which has
no quality control provisions.

C. The Legislature enact legislation requiring the exclusive use of seed
potatoes which meet certification standards in the planting of all commercial
potato crops. A1l seed imported into Maine be inspected to ensure that Maine's
standards are met.







D. The Legislature strengthen Maine branding laws in order to increase
compliance by potato shippers.

III. Local Market Development: Maine 18 now a net exporting state of
agricultural products. Major expansion of Maine's agriculture will require
penetration of New England and New York markets as well as local markets.
Direct farmer to consumer marketing can, in a limited but significant way,
inerease the price received by the grower and expand local market volume.
Due to rising energy costs, new opportunities will open to grow and locally
market more new crops as well as crops already grown in Maine. Dirvect marketing
also serves as a learning process to new and part-time farmers as they build
up to full-time operations.

Trends toward more processed food continue. Increased domestic food
processing can add great economic benefits to Maine.

It is recommended that:

A. The Maine Department of Agriculture be funded and charged with imple-
menting a comprehensive direct farmer to consumer marketing program. A direct
marketing directory for Maine be published and made available to the public.

B. The Maine Department of Agriculture be charged to make public institu-
tions aware of the advantage of buying locally produced goods. Pilot programs
be implemented to determine feasibility of local institutional buying. If
pilot programs prove the feasibility, public institutions should be required
to purchase some or all of their needs locally. Support mechanisms may be needed.

C. The Maine Department of Agriculture be charged to study purchasing and
pricing policies of large buyers of agricultural products, encourage them to
buy locally, and discourage restrictive and discriminatory buying practices.

D. The University of Maine at Orono and the Maine Department of Agriculture
be charged with identifying markets for alternative agricultural products.

E. The University of Maine at Orono and the Maine Department of Agriculture
be charged with developing markets for undersized and off-grade produce--especially
potatoes.

F. The Maine Department of Agriculture, with assistance of other state
agencies and private groups be charged with studying the feasibility of revital-
izing the local food processing industry.

IV. Advisory Organizations: More effective coordinating mechanisms are
needed to increase the effectiveness of various marketing activities by reducing
uncertainties in pricing and improving market leverage.

It is recommended that:

A.  The Governor, by Executive Order, reactivate the Agricultural Advisory
Council and that this group represent all sectors of Maine's agricultural industry and
advise the Governor on agricultural ijssues.

B. The Commissioner of Agriculture create two new task forces, one for
produce and one for livestock. Specifically these task forces investigate and
make recommendations regarding the need of coordinating arrangements and mechanisms
within their respective industries.







TRANSPORTATION

MODERN AGRICULTURE IS HIGHLY DEPENDENT UPON A COMPLEX AND HIGHLY EFFICIENT
TRANSPORTATION SYSTEM. MAINE, BECAUSE OF ITS RELATIVELY ISOLATED GEOGRAPHICAL
LOCATION AND LOW DENSITY OF ECONOMIC ACTIVITY, TENDS TO BE MORE VULNERABLE TO
TRANSPORTATION CRISES THAN MANY OTHER PARTS OF THE COUNTRY.

I. Railroads: Maine's rail system is fragmented and one line is bankrupt;
rail transportation of agricultural export products--especially potatoes--has
dropped dramatically while the state's farmers are still dependent upon rail for
bulk imports of fertilizers and feeds.

It is recommended that:

A. Department of Transportation be charged with providing inputs to the
federal process to precipitate the consolidation of Maine railroad Tines into
one system.

IT. Intermodal: Water transportation of most farm commodities or farm
production materials has not proven feasible.

Transportation serveie in Maine might be made more efficient by initiating
energy efficient intermodal services between truck, rail and possibly water
transportation system.

It is recommended that:

A. The State of Maine and specifically the Department of Transportation
facilitate intermodal service by supporting the elimination of Tegal barriers
to intermodal ownership, supporting improvement of cargo port facilities, and
conducting an experimental "piggy back" transportation program.

B. The Maine Department of Agriculture and the Department of Transportation
undertake research to determine ways in which deregulation proposals might affect
Maine agriculture, and ways in which the Interstate Commerce Act might be amended
to modernize and improve agricultural transportation in Maine.







ENERGY

WHILE FOOD PRODUCTION USES ONLY 3% OF THE TOTAL ENERGY USED IN THE UNITED STATES,
CHANGES IN THE AVAILABILITY AND/OR PRICE OF ENERGY CAN HAVE A MAJOR IMPACT ON
FOOD PRODUCTION IN MAINE.

I. Energy Shortages: Reductions in availability of energy to agriculture
could severely restrict agricultural output.

It is recommended that:

A. The Office of Energy Resources ensure that adequate provisions are made
in the state energy plan to provide energy for food production, processing and
transportation, in cases of energy shortages.

IT. Energy Costs: Maine agriculture is oil fueled, compared to the more
abundant natural gas used by many competing agricultural areas.

High energy usage in Maine agriculture, compared to other areas include:
high energy cost of importing feed and fertilizer; high heating costs; a rel-
atively high use of gasoline rather than diesel fuel; comparatively greater usage
of fertilizers, due to low natural soil fertility; relatively high energy re-
quirements for usage of Maine's small scattered fields consisting of soils that
generally suffer from poor workability.

In cases where Maine products compete in eastern markets with products from
the west, Maine has an energy related transportation advantage. But the very
low percentage of total energy used for food transportation compared to the great
success of western producers penetrating eastern markets, suggests that this
energy related advantage is not great.

It is recommended that:

A. The Office of Energy Resources be charged to form an agricultural energy
task force. It would be made up of representatives of the Maine Department of
Agriculture, The University of Maine at Orono, the Office of Energy Resources
and knowledgeable public members who would actively address energy conservation
and development issues, sponsor research work, and initiate pilot demonstration
projects. The University of Maine, as a part of the task force, initiate an
active program of technical assistance, training and eduction regarding agricul-
tural energy matters.







FINANCE

CAPITAL AND CREDIT NEEDS IN AGRICULTURE HAVE CHANGED RAPIDLY IN RECENT YEARS.
IN THE PAST 8 YEARS, CAPITAL AND CREDIT REQUIREMENTS FOR FARMING HAVE DOUBLED.

I. Availability: An abundance of capital is now available to established
farmers. This surplus of capital has stimulated a persistent oversupply of major
commodities and has had a tendency to keep marginal farmers in business while
making better farm businesses marginal.

It is recommended that:
A. Public funding for agricultural production be aimed at financing only
those who can demonstrate a market and have sound marketing plans.

II. Low Equity Newcomers: Would be farmers who have the required skills
to become successful, but have little collateral, often have not been able to enter
farming. If the family farm is to be strenghtened, new generations of would-be
farmers must be able to enter farming.

It is recommended that:

A. The legislature create a fund administered by the Maine Department of
Agriculture, which would make low interest, deferrable payment loans available
for land for would-be farmers. For administration, see recommendation #1 in the
ENTRANCE TO FARMING section of this report.

B. Public funds be restricted to family farms that are ultimately intended
to support at least one family and where the family retains a maximum amount of
entrepreneural control.

C. The Maine Department of Agriculture actively encourage banks to do more
farm financing. Additionally, the Maine Department of Agiculture encourage the
Farmers Home Administration to make more guaranteed loans and fewer direct loans
so that banks can regain more farm financing.

D. The Maine Department of Agriculture be charged with providing input to
the federal process in support of expanded national crop insurance.

ITI. Farm Finance/Conservation Considerations: Often recipients of public
farm financing abuse the soil and water resources of their farms.

It is recommended that:

A. The Maine Department of Agriculture urge public lending agencies such as
FmHA to include proper management of soil and water resources as a prerequisite
to funding.







GOVERNMENT

GOVERNMENT POLICIES, RULES, AND REGULATIONS HAVE A SIGNIFICANT IMPACT UPON
AGRICULTURE. ALTHOUGH INDIVIDUAL GOVERNMENTAL REGULATIONS AND POLICIES MAY
BE INSIGNIFICANT, THE COMBINED EFFECT MAY ADVERSELY AFFECT AGRICULTURE.

I. Labor Laws: Liberal Workmen's Compensation Benefits require that Maine
farmers pay higher rates than farmers in competing areas. These taxes, when com-
bined with other labor taxes, make the cost of employment excessive.

Recent Child Labor Law changes essentially prevent children from participa-
ting in traditional employment such as potato harvest.

Regulations governing the import of alien agricultural workers into the
United States have become difficult to adhere to. Apple industry spokesmen
unanimously agreed that the imnacessability of willing and effictent labor is
their single most serious problem.

It is recommended that:

A. The Maine Department of Agriculture and the Department of Labor encour-
age the federal government to empower the State of Maine to decide if alien labor
is needed for harvest operations. It is further recommended that the Department
periodically assess and make recommendations to the legislature regarding the
impact of Tabor laws on agriculture.

B. The Maine Department of Labor encourage the federal government to modify
labor laws to allow more appropriate use of children in harvesting Maine's agri-
cultural crops.

ITI. Health Laws: Future Occupational Safety and Health Administration reg-
ulations may impose a significant burden on agricultural enterprises. Hardest hit
will be those diversified enterprises with a great deal of older equipment.

Many health rules and regulations require costly farm modermization and can
be a barrier to would-be entrants to farming.

It is recommended that:

A. The Maine Department of Agriculture periodically assess the impact of
occupational safety and health laws on agriculture and recommend changes as necess-
ary. )

III. Inflation: Inflation is particularly harmful to farmers who cannot
easily pass higher production costs on to consumers. During times of high inflation
non-farmers are attracted to invest in farm real estate using land as a hedge;
thus escalating farmland values.

Some tax provisions encourage "tax loss" farming, create unfair competitionm,
stimulate overproduction and increase competition for farmland.

It is recommended that:
A. A capital gains tax penalty on short-term land investment be created

by the legislature to reduce short-term land speculation.
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EDUCATION

SUCCESSFUL MODERN AGRICULTURE REQUIRES KNOWLEDGE OF SOPHISTICATED PRODUCTION,
MANAGEMENT AND MARKETING METHODS.

I. Fducation: Agricultural education programs need to be strengthened
in order to provide levels which allow farmers to keep abreast of new technologies.
Many would-be entrants to farming have a totally unrealistic idea of com-
merical farming and have little opportunity to gain needed pre-entry experience.
Educational programs must be made available to allow people of non-farm backgrounds
to gain both formal and informal technical education.

It is recommended that:

A. The Maine Department of Education and Cultural Services adopt a policy
for Maine agriculture and create educational programs for kindergarten through
adult regarding agriculture and our food system.

B. The Cooperative Extension Service and the University of Maine's Experi-
mental Station at Orono expand research and educational programs designed for
family farms.

C. The University of Maine at Orono implement a comprehensive program which
would combine an apprenticeship program with a formal associate degree program
in Small Farm Management.

D. The Maine Department of Agriculture identify successful farmers willing
to work as advisors and match them up with new farmers desiring assistance.

E. The University of Maine at Orono collect, analyze and adapt data from
world wide sources on alternative technologies. A library of existing methods
be maintained with more popular information published for easy access.

F. The Experiment Station's Small and Part-Time Farmer Advisory Committee
be charged with recommending ways in which future implementation of the Commis-
sion's report can serve the interests of small and part-time farmers. Their
recommendations will be submitted to the relevant agencies.

G. The Maine Department of Agriculture establish a speakers bureau as well
as facilitate media coverage to educate Maine people regarding agriculture and
the findings of the Commission.

H. The State Board of Education encourage local school boards to expand
and upgrade the vocational agricultural programs. More vo-ag teachers need to
be employed.
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ENTRANCE TO FARMING

IF THE FAMILY FARM IS TO SURVIVE, QUALIFIED NEW GENERATION FARMERS MUST BE ABLE
TO ENTER FARMING. ENTRANCE TO FARMING REQUIRES A GOOD AGRICULTURAL CLIMATE AND
THEREFORE MUST BE INTEGRATED WITH ALL SUBJECT AREAS.

I. Eeconomic Factors: Entrance to farming only makes sense if existing
operations are profitable and if entrants have a reasonable chance of succeeding.

Adequate financing and marketing mechanisms are needed to allow entrance of
new people into farming.

Due to the state's topography and climate, large-scale crop farming is only
possible in a few areas. If agriculture is to expand, the smaller family farm
must become viable.

Existing entrance to farming services are scattered and not coordinated.

It is recommended that:

A. The legislature create and fund a development mechanism within the Maine
Department of Agriculture that would coordinate entrance to farming activities.
Such a division would also coordinate activities aimed at establishing marketing
and storage cooperatives and would administer the Farm Land Loan program recom-
mended in the FINANCE section of this report.

II. Land Availability: Land must be available for farming. Competition
for land is especially strong in attractive areas such as the coast and mountain
regions. Non-farm ownership of land often makes land inaccessible to Maine farmers.

It is recommended that:

A. The Maine Department of Agriculture be charged with developing programs
which encourage non-farm landowners to lease their land to farmers.

B. The Maine Department of Agriculture annually monitor intergenerational
transfer taxes. These taxes need to facilitate the transfer of farms to efficient
new generation farmers.
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IMPLEMENTATION

Implementation of all of the programs recommended in this report will require
both significant efforts and capital commitments by the state and federal govern-
ments as well as the private sector. Solutions outlined in the report require
redirection of federal programs, a significant expansion and redirection of state
programs, an optimistic mood on the part of Maine business and the political sup-
port of Maine people.

This report recommends the state, for the first time, deal with non-regulatory
agricultural functions. Increased coordination between federal and state programs
will be essential to reduce conflicting goals and duplicative efforts.

State and State Supported Agencies

Maine Department of Agriculture - The Maine Department of Agriculture will be
most impacted by the Commission's recommendations. Traditionally, the department
has been a regulatory agency. This report calls for expanding non-regulatory roles
as well as strengthening existing regulatory functions. Substantial increases
in funding and possibly some restructuring of the department will be required.

It is recommended that the Maine Department of Agriculture be charged with
developing and carrying out an ongoing program to encourage farmland preservation
and conservation. Specifically, the Department is requested to identify Maine's
most highly productive Tlands and keep track of trends that affect them.

It is recommended that the Department's marketing activities be expanded to
include increased control of commodity quality and to improve market identification,
coordination, and promotions.

The legislature is asked to create a mechanism within the Department of
Agriculture to coordinate entrance to farming activities.

The sixteen Soil and Water Conservation Districts are requested to administer
an agricultural districts law, which would require funding as well as authorization.
This program would offer farmers incentives to voluntarily restrict farmland devel-
opment.

University of Maine at Orono - The University of Maine is requested to pro-
vide significantly expanded services to the agricultural community. Agricultural
research and education needs to be increased to meet the demands of smaller and
part-time farmers. The Cooperative Extension Service needs to increase its cap-
ability to serve a more diverse clientele.

Department of Transportation - The Department of Transportation is asked to
study the effects of transportation regulations and/or dereqgulation on the health
of Maine agriculture and to take actions to improve transportation efficiency.

Others - The Department of Manpower Affairs, Bureau of Labor, the Department
of Education and Cultural Services and others are also asked to perform very im-
portant functions; however, it is not felt that added authorization or funding is
needed for them to carry out those functions.
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Federal Agencies

Farmers Home Administration, Soil Conservation Service, and the Agricultural
Stabilization and Conservation Service are all encouraged to modify their programs
to better suit the unique needs of agriculture in Maine.

Private Sector

It is recognized that government actions which influence private enterprise are
only effective if the business community responds favorably to the various public
sector programs.
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1. ASSIGNMENT TN THE FARMLAND PRESERVATION COMMITTEE

The charge of this Committee was to investigate those issues that relate
to the farmland availability and quality.

We were to determine what land, if any, was essential to agricultural revit-
alization and which methods would be required to preserve this land.

Soil quality issues such as erosion, organic matter levels, compaction and
soil productivity were also to be addressed.
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2. INTRODUCTION

FARMLAND PRESERVATION

Nationally, each year, about 500,000 acres of our 400 million acres of
cropland are converted to urban uses. About 17 of the 1950 U.S. cropland
base was developed between 1950and1974-1 This trend toward urbanization
and suburbanization of land near urban centers is expected to continue well
into the 1980's because demands for new housing remain strong. Incidentally,
recent studies indicate that "the amount of cropland urbanized per person'
averages .052 acres in the northeast.2 1In addition to urbanization, abandonment
takes another 2,2 million acres anually, About 1.3 million acres of cropland
are ''created' each year so that a net cropland loss of 1.4 million acres is
realized. According to a recent USDA report, the U.S. has an 111 million acre
cropland reserve.3 All this leads to the conclusion that national cropland
conversion to irreversible uses is not occuring at an alarming rate.

Maine does not have an abundance of cropland. Only about 1 million of Maine's
19 million acres are considered to be prime farmland according to the Soil Conser-
vation Service. Currently that agency (SCS) is preparing Prime Farmland maps
for all counties with published soils surveys. These maps along with Geographical
Survey maps, Land Use maps, and the recently published SNAP maps,a show us generally
where Maine's best cropland is. Currently, according to the SCS SNAP study, 827
of all tilled cropland is in the northernmost county of Aroostook. Although these
""SNAP Maps" do not show the location of prime soils or smaller plots of cropland,
they do show generally where the most economical cropland is.

Federal and state policies have often conflicted with the goal of farmland
preservation. Some of these include:

1. Federal Financing finances over 607 of the new housing starts in rural
Maine.? This means that the federal government has a great influence on the
development of rural areas. The federal government thus indirectly exerts a
great pressure on cropland.

2. '"Tax Loss Farming'' exists due to federal tax laws. These laws lead
to non-farm ownership of farmland which utlimately makes land more available
for development. (See the Maine Food and Farmland Study Commission Report -
"Tax Loss Farming'.) ,

3. Inflation has been identified as a major cause of the farmland problem.
Non~farmers are attracted to real estate during times of inflation using land
values as a hedge. Once the land is removed from farm ownership, it is statis-
tically much more likely to be developed.

1. USDA, "Issue Briefing Paper, Land Use", Office of Governmental and Public
Affairs, Washington, 1978.

2. Zeimetz, et. al.. '"Dynamics of Land Use in Fast Growth Areas', ERS, USDA
Agricultural Economics Report No. 325, Washington, April 1976.

3. Dideriksen, et. al., '"'Potential Cropland Study:, SCS, USDA Statistical
Bulletin No. 578, Washington, October 1977.

4, SCS, USDA, "Study of Non-Point Agricultural Pollution', Orono, 1978.

5. From State Planning Office estimates based upon data gathered in a study
entitled "The Status of Housing in Maine'.
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4, State Environmental Laws often encourage housing to be located on better
solls which often are also prime croplands.

5. Large Lot Zoning is often implemented because it 'makes land too expensive
to develop'. Actually this type of zoning can cause increased urban sprawl.

6. Present Property Taxes penalize building in the urban areas and encourage
people to build in the rural areas. Current taxes disproportionately place the
tax burden on improvements. Additionally, rural taxes are usually too low to
compensate to the real cost the new people impose upon the community. This encour-
ages development out of the urban area because it makes it appear to be cheaper to
live in those areas.

As previously stated, the greatest losses of cropland are not to more inten—
sive, but less intensive uses (abandonment). This is true both nationally and
locally. Abandonment takes place primarily in areas where agricultural economics
are not favorable. New England is an area which has lost many agricultural advan-
tages to other areas. If farmland preservation is to be meaningful, Maine agriculture
must become profitable.

FARMLAND CONSERVATION

Maine's farmlands also suffer from misuse. Some existing cropland is
being destroyed by soil erosion and much is becoming less fertile. This des-
truction of the soil resources must be reduced if land preservation is to be
meaningful.

According to a recent SCS study, Maine's 303,000 acres of cropland is
losing an estimated 6 tons of soil per acre per year. The most extensive
erosion was found in the central Aroostook County area, while the highest rate
of erosion was found in the Knox-Lincoln County area. Six tons per acre is
approximately equal to .04 inches of soil and is twice the rate acceptable by
USDA criteria. ''About 60% of the state's cropland needs conservation treatment
to reduce soil loss to tolerable levels."2

Various factors are causing these excessive soil losses. The major factor
is the steep grade of the slopes of Maine's crop fields. The factors are summarized
by county in Table 3 of Appendix LAND 2. (See Appendix LAND 2 entitled Exerpts and
Summary of the SCS USDA Study of Non-Point Agricultural Pollution.)

Soil fertility has been declining on much of Maine's cropland. Major decline
has been evident in Aroostook County where potato yields have steadily declined
~for years. This reduction in productivity is largely due to the lack of soil

organic matter and higher soil compaction. )

The two easiest practices which increase soil organic matter are crop rotation
and manure waste management. Aroostook County has 827 of the tilled cropland, but
only 6% of the state's livestock. Add to this the fact that rotation crops in
Aroostook County generally are not profitable, and the reason Aroostook hasn't enough

1. SCS USDA, "Study of Non-Point Agricultural Pollution.
2. Ibid.

-18-



organic matter in their soils is obvious.

3. FINDINGS AND RECOMMENDATIONS

Findings: We are not currently in a crisis situation regarding America's
cropland supply. Maine has been fortunate that most cof the rapid urban growth has
not occured in areas where our best farmlands exist, thereby leaving these areas
available for agricultural production. Much of the sentiment for preservation of
farmlands is an expression of a desire for the maintainance of open space and the
traditions of rural Maine. This Committee decided that the focus of attention
should be on those lands best suited for the production of food and fiber. This
is not in conflict with the open space sentiment, but merely stresses the import-
ance of highly productive open space.

Future viability of agriculture depends largely upon the availability of
adequate farmlands. Farming requires access to both marginal and prime cropland.
Prime Maine cropland is not only essential and scarce but it is also irreplaceable.
Conversely, marginal farmland soils are less essential and relatively abundant.

It therefore behooves us to preserve this prime land which may become the limiting
factor to the revitalization of Maine agriculture.

Recommendations:

- A comprehensive combination of actions will be required to insure that the
prime productive lands are preserved for future users. Our objectives are best
served when programs are voluntary, do not appear to usurp individual property
rights, and enhance the economic viability of farms. The follewing recommendations
will provide for an optimum level of protection to farmlands as well as allowing
for needed land use flexibility.

- The legislature should enact legislation to voluntarily restrict development
of agricultural lands through the use of certain incentives which should be esta-
blished through state enabling legislation. The program would be administered by
and coterminous with Soil and Water Conservation Districts.

Criteria for qualification for the program would have to be defined and
should include: (a) A minimum acreage in crop production, (b) a residency require-
ment, (c) evidence that the farmer is making a reasonable effort to correct any
serious soil erosion prohlems or animal waste disposal problems.

Restrictions imposed on the farmers should include an agreement to avoid
conversion to a non-farm irreversible use for a period of ten years, under penalty
of full repayment of tax benefits derived for the program, plus interest.

Benefits offered to the farmer should include: (a) Current use taxation
on all qualifying lands, except those fields identified above, would qualify for
!5 current use valuation, and except those areas which compose a contiguous block
of fields of 500 acres or more may be designated as a Preservation District and
would qualify for 2/3 current assessment, (b) farmers =nrolled in the program would
be exempted for nuisance laws and ordinances. Normal farm operations such as
spreading manure and operating machinery in evening hours could not be restricted,
(c) special review procedures would be set up to restrict the use of eminent
domain by state and local agencies, (d) the power of special districts to impose
benefit assessments or special ad valorem levels on farmland in the program for
sewer, water, lighting on non-farm drainage would be limited, (e) inmheritance tax
would be based on current use, and not market value, (f) a 5 year tax exemption on
new farm investments, (g) high priority status for conservation funds and services.

Loss of local tax revenues resulting from the program should be partially
compensated for by the state.
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Funds to allow addition of professional staff members to local Soil
and Water Conservation Districts to administer the program would be necessary.
The repeal of the current farm and open space tax law, compounded with en-
forcement of "highest and best use'" assessments of farmland would become the
catalyst required to make districts attractive.

- The state should officially adopt a policy encouraging the preservation
of important agricultural lands. This policy statement should be included in
any future efforts to define an overall growth management policy for the State
of Maine. This policy statement should specifically acknowledge:

A. The need for predictable growth patterns which will allow farmers to
continue investments in the farm without the fear that escalating real
estate taxes, increased regulations and loss of support services will
ultimately drive them out of business;

B. the need to maintain the viability of whole farm regions so as to
ensure a 'critical mass” needed to support an infrastructure of
agricultural suppliers and services;

C. the need to prevent speculative development pressures from causing
excessive real estate taxes which could force farmers to sell off
small parcels of land or ultimately the entire farm; and

D. the public benefits which accrue from farmland preservation such as
reduced costs to communities which might arise from urban sprawl,
preserving the local economic base, and maintaining a rural lifestyle.

~ The state legislature should ammend income tax laws to reduce land spec-
ulation.

-~ A capital gains tax penalty on short term land investment should be
initiated. Such a tax would impose severe tax penalties for short-term capital
gains on land and no penalty for long-term capital gains. A clause to exempt
residential properties should be included.

-The state legislature should ammend the Site Location Act (MRSA Title 38
Section 484) and the Municipal Subdivision Review legislation (MRSA Title 30
Section 4956) to specifically allow for considering farmland preservation as a
factor in permitting major developwments. Municipal Planning Boards could use
similar considerations to protect important farmlands without a comprehensive
plan or zoning. Prior to enacting such legislation, the land to be protected
'should be identified.

- The State Planning Office and the Regional Planning Commissions should bhe
charged with encouraging communities to use positive approaches which will reduce
land development pressures on farmland. These positive approaches are recommended
strongly over retrictive methods. Additionally, these methods recognize and address
the other serious problem of shortages of low-cost housing. Recommended actions
include:

A. Providing municipal rewards for developing cluster developments.

B. Instituting a site value tax on land that should be developed by munici-
palities to penalize the under utilization of prime development lands.

C. Streamlining government permit systems in areas that should be developed.
Areas ehosen for development could have most of the permit requirements
"on the shelf'. This would reduce the time and money required to acquire
permits and could be a real incentive to develop these lands.

- The Regional Planning Commissions should be charged to increase aid to
communities in developing other alternatives to land preservation. Although not
applicable for state-wide use, the following may be of beneficial use to some
isélated communities.
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A, MRSA Title 33 Sections 667-668, enables communities and certain other
groups to accept of purchase conservation restrictions/easements on
land. This essentially allow communities to intiate public development
rights programs. Development rights programs are only applicable to
areas when the speculative land value is significantly higher than the
use value of the land. Such programs are usually extremely expensive and
require public commitment.

B. Transfer of development rights may be useful in isolated cases, where
appropriate,communities should be encouraged to initiate this comprehensive
method of preservation.

Finding: More than 60% of all rural housing starts are federally financed.
Often these homes are located on prime agricultural lands. Many federal and
state actions directly or indirectly affect the use of farmlands.

Recommendations:

- The Maine Department of Agriculture should be charged with the responsibility
of insuring that federal actions do not undluly cause the loss of prime farmlands.
This watch dog role can best be done by the existing A-95 and state agency review
processes which require that all federal and state projects be reviewed by various
agenciles.

- The Governor should be requested to encourage Farmers Home Administration
to develop policies which would prohibit public funding of developments on important
farmlands. The Soil and Water Conservation Districts with help from the Regional
Planning Commission, should prepare maps for the FmHA to define important farmlands
worthy of protection from development.

Finding: The State of Maine is a large state with a small population. To
simply try to preserve all farmlands, prime soils or open space, would require
a tremendous public commitment and would not be politically or economically feasible.

However, there are certain areas which are uniquely suited to agricultural
practices and should be preserved at all costs for this use. These areas consist
of prime or unique soils, which allow for energy efficient use, and are economically
well suited for the production of crops. Examples of such prime areas would be
the large fields of moderately sloping Caribou soils in Aroostook County and the
River Bottom Soils of the Fryeburg area. These fields are now poorly defined and
little is known about them.

The condition and accessibility of Maine's cropland soils is constantly
changing.

Recommendations:

- The Department of Agriculture should be charged with the responsibility of
defining an ongoing program to facilitate farmland conservation and preservation.
Specifically:

A. The Department should undertake a study to determine:

1. Farmland ownership patterns and trends; including resident and non-
resident ownership, farmland and non-farm use, corporate and individual
ownership, age classes, etc.

Land assessment and taxation practices for farmland.

Trends in farmland acreage brought into new production, lost from
production by abandonment, and lost from production by conversion into
non-farm use.

4., Prime soils lost to non-farm uses in the recent past.
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B. The Commissioner should report the results of the study to the legislature
and the Governor and should thereafter report bianually the following
information:

1. Trends in production, ownership, taxation, amount and type of land in
production, and conversion of farmland.

2, Progress in farmland preservation and conservation.

3. New actions recommended as necessary to implement state agriculture pol-
icy.

- The Soil Conservation Service should be encouraged to accelerate the publishing
of prime lands maps in the I-95 corridor. Local Soil and Water Conservation Districts
should further modify these reports to make them more meaningful to community plan-
ning groups. In other words, the maps should be expanded to include topographic,
land use, development pressures zones, and other information.

~ The Maine Department of Agriculture and the Soil and Water Conservation
Districts should define and map the best farmlands. These lands would include
only the areas that consist of '"prime or unique soils which allow for energy
efficient use, and are economically well suited for the production of crops.”

The Maine Department of Agriculture should be funded by the legislature for such
mapping.

Finding: Community leaders and the public in general, are not knowledgable
about farmland preservation issues. If legislation is to be effective, the public
must have a more complete understanding of these issues.

Recommendation:

— The Cooperative Extension Service should be encouraged to increase public
awareness of farmland preservation issues. Workshops, courses, public debates,
and other tools should be used to educate the public.

Finding: Existing USDA and state programs have not accomplished the goal
of reduced soil erosion and increased soil productivity. Existing mechanisms are
weak and have not been able to reverse the trend of increased soil erosion and
decreased soil fertility.

Recommendations:

~ The Maine Department of Agriculture should encourage Agricultural Stabilization
Conservation Service to direct conservation funds to projects on a "worst first"
basis. Funding should be limited to bona fide farmers who are willing to enter
into long-term conservation arrangements. Funds should only be available for
practices which are conservation oriented and not normal production practices.

- The Maine Department of Agriculture should encourage USDA to carry out
conservation on a "worst first" basis. USDA's study of Non-Point Agricultural
Pollution should be used to identify lands which should be funded at higher levels
with state and federal funds. All agencies should more agressively "sell" their
programs to farm participants. Agencies should redirect existing funds and services
to those areas that suffer the worst erosion problems.

- The Malne Department of Agriculture and the Governor should encourage FmHA
to only make farm loans when adequate conservation plans have been made by the
farmer.
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~ The University of Maine should expand research and extension activities
in conservation. Emphasis should be put on programs which will:
A. Help establish economically viable rotation crops for Aroostook County.

B. Encourage less soill compaction.

C. Encourage the development of local sources of soil improving materials
such as manure, bark, industrial sludge, sea weed and rock materials.

- The University of Mailne should develop and provide to farmers a more

comprehensive soil audit program.

Finding: We found no facts that indicate that the farm community is dying
due to development pressures. The decay of the Maine farming industry has been
due instead to decreased viability of agriculture in Maine.

Recommendation:
~ The Maine Department of Agriculture should seek out and develop better

markets for Maine farmers. Special emphasis should be placed upon developing
markets for alternative crops for Aroostook County.
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1. ASSIGNMENT TO THE COMMITTEE ON MARKETING AND TRANSPORTATION

This committee was charged with investigating existing, as well as alternate
marketing and transportation systems and making recommendations for improving
these systems.

Issues specifically mentioned included: quality control, direct farmer to

consumer marketing, institutional buying of locally grown products, expansion
of existing markets, and transportation.
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2, INTRODUCTION

Few issues are as diverse, complex and crucial to the prosperity and pro-
fitability of Maine's agricultural economy as those issues which may be addressed
under the general heading of marketing. In a very broad sense, agricultural market-
ing issues involve everything from the identification and even manipulation of
consumer needs to the production and distribution of products to satisfy those
needs. As such, marketing considerations play a very important role in every
aspect of agriculture and surface as issues and problems in a great variety of
forms ranging from milk price regulation and potato quality control, to the
development of farmers markets and the distribution of livestock to various
market outlets.

Many agricultural marketing issues and problems are centuries old. Problems
of market access, lack of buyer competition, inadequate market information, dis-
tribution difficulties, lack of coordination among growers and other agribusiness
entities, extreme price fluctuations, and other marketing issues have never been
totally absent in our agricultural economy. It would be naive to under estimate
the deep seated nature of many of these issues or to expect to find solutions
to all such 1ssues through public sector actions. It is important, however, to
periodically re-examine agricultural marketing problems in Maine in the light
of changing agricultural circumstances to see what opportunities may exist for
improving strategic aspects of our agricultural marketing system.

A number of recent trends and changing circumstances should be considered
in addressing current agricultural marketing issues in Maine. The decreasing
number and increasing size and specialization of farm units is a particularly
important influence on the dynamics of our marketing systems. In many cases
larger size eliminates much of the need for intermediate handlers, assemblers,
and shippers in agriculture. Furthermore, larger size and specialization often
goes hand in hand with increased expertise in technical production matters and
with Increased interest and leverage in marketing. These factors also tend to
increase market risk and sensitivity to price swings.

Another important factor is the increasing importance of integration and
coordination in most of our important commodity systems. Decision making in
poultry, dairy, potatoes, apples, blueberries and other commodity systems in
Maine is becoming increasingly concentrated, with fewer producers, processors,
and marketing entities controlling more products than ever before. Contract
growing, integrated production/marketing operations, large centralized retailing
systems, production and marketing cooperatives, agribusiness trade associations,
and other arrangements are providing greater coordination in all aspects of
agriculture and altering the economic structure of the industry.

In some products, agricultural handlers and processors have developed such
extensive product acquisition and marketing systems that the managerial role
of farmers has been sharply curtailed. Poultry farming is an extreme example
of this in Maine. While such coordination may optimize the efficiency of
food production and marketing, it is taking a toll on small, independent farm
operations in Maine and elsewhere.

Cooperatives have provided many farmers across the country with a mechanism for
remaining independent while gaining market influence and the benefits of integration
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into other agribusiness activities. While cooperatives are a powerful agricultural
marketing force across the country they have not, with the exception of the dairy
industry and several other instances, realized their potential in agricultural mar-
keting in Maine.

Still another important trend has been toward greater processing of food and
increasing comsumption of convenience foods. Tremendous consumer demand for pro-
cessed foods has made processing the great growth area in agriculture in recent years.
Because of the substantial investments and economies of scale involved in processing
and marketing processed food, this industry both in Maine and elsewhere is increasingly
dominated by large corporations. The importance of large processors in the food
system is apparent in nearly all of Maine's important agricultural commodities in-
cluding pototoes, blueberries, poultry, dairy, dry beans, and other vegetables.

Just a half dozen or so potato processing firms have utilized as much as 30-407
of Maine's potato crop in recent years. Well over half of potato consumption in
the U.S. 1s in the form of processed products and the trend towards greater con-
sumption of processed potato products rather than fresh potatoes is increasing.
Virtually all of Maine's blueberries and poultry pooducts are handled and marketed
by processors. In both cases processing and marketing is concentrated in the hands
of a very few firms. The dairy industry represents another instance of the great
“ importance of processing in the marketing system.

Clearly, the trend is toward increased use of agricultural products for pro-
cessed foods. This has provided greater stability and value-added activities to
Maine's agricultural economy and, for better or worse, has meant greater concentration,
integration, and coordination in our food system.

The changing role of government on the agricultural system is another factor
of great importance in shaping today's agricultural marketing environment. In
general, government involvement in agriculture has increased in recent years.
Government technical assistance provided through the Cooperative Extension
Service and Agricultural Experiment Stations has played a vital role in the
development of the modern farm complex. Health and safety regulations have had
a significant impact on many aspects of food production and marketing. The
revolution in dairy production and processing techniques and equipment over the
past two decades is a clear example of this trend. Government's role in agricultural
employment matters has also increased. Regulations regarding minimum wages, employ-
ment security, importation of harvest labor, and related matters has had a signifi-
cant impact on many aspects of our agricultural marketing system.

Government participation in farm financing has had a dramatic impact on Maine
agriculture. More than 507 of farm real estate debt in this state is financed by
the Farmers Home Administration (FmHA). Emergency financing to potato farmers in
1978 crop year was responsible for the planting more than 20,000 acres of the total
120,000 acres planted, Government price supports through the Commodity Credit
Corporation, while not especially important to Maine except in the case of dairy
products, have played an important role in agricultural marketing in recent years.

Government programs aimed at the preservation of prime agricultural lands
from both development and poor soils management will undoubtedly play an increas-
ingly important role in the agricultural economy. Other government programs related
to agricultural research, promotion, quality control, and other areas combine to
make pgovernmental factors crucial in the agricultural marketing picture.
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The preceeding trends and circumstances, together with a great number of
other factors, provide an important context for the following specific findings
and recommendations by the Marketing Committee. These findings and recommendations
are presented in the following categories:

1. Markets and Marketing
a. quality control
b. promotion
c. direct marketing
d. coordinating arrangements and mechanisms

2. Transportation

3. Energy

The Committee's recommendations should not be viewed as addressing every
important marketing issue or even every such issue brought before the full Com-
mission. In many cases the entrepreneural nature of marketing makes direct
government assistance inappropriate or ineffective. Other marketing-related
issues may not be addressed if a clear set of public sector actions were not
apparent. The following findings and recommendations should therefore be viewed
as reflecting those issues and areas where the Committee feels that a clear set
of public sector actions are apparent, potentially affective, and politically
realistic.

3. FINDINGS AND RECOMMENDATIONS

Marketing

Findings: One of the most fundamental factors involved in food marketing is
quality. American consumers have high standards of food quality - particularly in
regards to fresh produce. They expect high quality produce and respond positively
to produce promotion based on quality. Conversely, American consumers tend to
respond very negatively to poor quality food and poor food values. The Sub-
committee therefore recommends that high quality standards be considered the
central theme and prerequisite of any public sector marketing support activities.

The major quality control problems on Maine agriculture involve Maine potatoes.
Other commodities appear to have relatively high standards and adequate control
mechanisms. However, the Subcommittee finds that existing potato tablestock
quality standards, based on U.S. NO. 1 specifications, are inadequate in controlling
the quality of Maine potatoes sold in the fresh marketplace. Although most pota-
to packs shipped from Maine are of high quality and exceed minimum U.S. NO. 1
standards, the proportion of poor and inconsistent quality packs 1s significant
enough to give Maine potatoes a generally poor image and often a price discount
in the marketplace. The high and consistent quality standards and generally
high image of potatoes marketed from competing areas such as Idaho, Oregon, and
California are important factors in the erosion of traditional markets for
Maine potatoes -~ most dramatically, the New York market. The production of
poor quality potatoes is a result of both climatic and cultural factors. Once
poor quality potatoes have been produced, the marketing of such potatoes is an
important economic matter to individual growers and shippers. Low prices in
the processing market for potatoes acts as an incentive to put a maximum volume
of potatoes into the fresh market. The improvement of potato quality in Maine
involves an improvement in cultural and production practices as well as improvement
in marketing practices.

-28-



Recommendations:

~ The Committee recommends that legislation be adopted to require the
exclusive use of certified seed or seed meeting certification standards in the
planting of all commercial potato crops (one or more acres) in Maine.

- The Committee recommends that legislation be adopted which requires that
all potato seed imported into Maine be inspected to ensure that Maine certifi-
cation standards are met,

- The Committee recommends that regulations be adopted which: a) increase the
minimum size of Maine tablestock potatoes to 2% inches; b) permit a maximum of
size range of 1% inches for potatoes in any one package; and c) permit a maximum
of 27 off-grade potatoes per pack. All of these specifications should be subject
to reasonable tolerance variations specified by the Commissioner of Agriculture.
It is estimated that 8 - 12% of Maine's normal potato crop may be affected by
such improved standards.

- The Committee does not recommend compulsory inspection of all potato table-
stock shipments but does recommend that quality control provisions and penalties
of Branding Law and shipping point regulations be rigorously enforced.

~ The Committee recommends that the University of Maine in cooperation with
the Maine Department of Agriculture, industry representatives, and various sources
of farm financing (including FmHA) adopt and administer strong policles and programs
to improve cultural and management practices in the Maine potato industry and
thereby improve potato quality on farms where quality is consistently poor or
marginal. It is particularly important that public and private farm financial
assistance be predicated on the utilization of good management and cultural practices.

- The Committee recommends that efforts be expanded at the University of Maine,
Department of Agriculture, and other agencies to develop and expand viable markets for
undersize and off-grade potatoes.

Finding: Many sectors of Maine's agricultural economy have very successful
promotional programs. There appears to be little need for additional public sector
promotional programs in the more highly concentrated agricultural industries in Maine
such as blueberries, broilers, eggs, and dairy. Other commodity sectors, however,
have not developed product or commodity promotional programs as successfully.

Recommendations:

- The Committee recommends that the Maine Department of Agriculture develop
a very active "Buy Maine'" program to promote quality native produce. This program
should include point of purchase displays and media promotion. A prerequisite of
such a program should be the development and enforcement of high quality standards
for all Maine produce. A component of this program should be designed to address
specific needs and opportunities for native organic produce.

~ The Committee recommends that the Department of Agriculture continue to use
and promote the red, white, and blue logo as part of its existing 'Product of Maine"
program, This program would apply to any food products, including processed prod-
ucts and meats, produced in Maine and would include rigorous quality control standards.
The program would be distinct from the "'Buy Maine' program oriented toward promoting
fresh Maine produce. This program is also distinct from "Product of Maine' program
being developed by the State NDevelopment Office, and the Committee recommends
that agricultural products be excluded from that program.

- The Committee recommends that Maine potatoes be promoted as 'Maine
Potatoes" only if stricter quality control measures as recommended earlier are
instituted and enforced. The promotion of Maine potatoes without stricter
quality control con be counter-productive. If stricter quality control measures
are not forthcoming, it is recommended that a promotional program be developed
for a high quality subset of Maine tablestock potatoes such as the now-defunct
Super~spud grade.
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- The Committee recommends that potato promotional efforts be concentrated in
the New England and Greater New York marketplace to get maximum benefits from pro-
motional expenditures and make best use of natural advantages for Maine in these
markets. The gradual erosion of the Greater New York marketplace to competitors
poses a serious threat to Maine's potato industry.

~ The Committee finds that the trading of potato commodity futures provides
a very important mechanism for improving coordination in Maine's potato industry.
It is recommended, however, that the State support a study currently underway at
the USDA to determine whether any modifications may be desirable to guard against
possible price manipulation on the Mercantile due to low contract volume, inadequate
regulation, or other reasons.

Finding: Direct marketing arrangements offer the potential for supplying fresh
and reasonably priced food to consumers while providing good returns to farmers. For
this reason, may states have recently initiated awariety of direct marketing support
programs. To the extent that such programs encourage greater consumption of native
products, they benefit the state's economy ttrough the generation of economic activity
which might otherwise take place in the major produce and meat exporting states.

Recommendations:

- The Maine Department of Agriculture should designate specific responsibilities
for the coordination, liason, and training regarding direct marketing activities in
Maine. Immediate efforts should be made to fund this position through state or
federal sources.

- The Maine Department of Agriculture should prepare a direct marketing direc-
tory for Maine which will include a 1list of direct produce and livestock outlets
such as farmers, roadside stands, farmers' markets, pick-your-own operations, and
processors. The directory should be available to consumers, wholesalers, retailers,
and other interested parties as a guide to direct food purchasing in Maine.

- A public commitment and concerted effort should be made by the State of
Maine to utilize a maximum amount of local produce and livestock products in public
institutions provided that these products are competitive in terms of price and
quality.

Finding: A great variety of coordinating arrangements and mechanisms may be
developed to improve the efficiency and effectiveness of various agricultural
marketing activities by reducing uncertainties in pricing, improving market
leverage, pooling financial and technical resources, or other means. The following
recommendations address a diversity of issues in this area.

Recommendations:

- The Committee recommends the establishment of a Maine Produce Commission to
act as a publicly sanctioned trade association for both growers.and agribusinesses
involved in various aspects of Maine's produce economy. The Commission would con-
sist of two bodies; a growers council, and an agribusiness council with represent-
atives from wholesaling operations, processors, and related industries. The purpose
of the Commission would be to improve coordination in various aspects of produce
production, marketing and processing in Maine; and to make recommendations for
public policies and programs effecting this sector of the agricultural economy in-
cluding quality control, direct marketing, promotional activities, storage facilities
and strategies, extension and other sources of technical assistance, and related
matters. Although no funding scheme is recommended at this time for the Commission,
it is anticipated that funding may eventually be desirable. through a small tax on
growers and agribusiness operations, or through other public or private sources.
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- The Committee recommends the establishment of a Maine Livestock Com-
mission to act as a continuing force for the development of various livestock
industries in Maine and the promotion of policies and practices which will
then improve production of livestock in Maine and the marketing, processing
and consumption of Maine livestock products. As in the case of the proposed
Produce Council, the Livestock Council would consist of a growers council and
agribusiness council. It is expected that such a commission could be instrumental
in expanding livestock agriculture in Maine by providing a mechanism for surfacing
and exploring development opportunities and problems in regard to beef, sheep,
hogs, or other red meat livestock raised for meat. Potential matters for invest-
igation and discussion include: inspection and grading regulations; feed and
nutrition needs; marketing opportunities including auctions, direct marketing,
and wholesaling; processing opportunities and grower-processor coordinating
arrangements; production and market information needs; and related matters.
Although no funding scheme is recommended at this time, it is anticipated that
funding may be desirable through a small tax on livestock operations, or through
other public or private sources.

- The Committee recommends reactivation of the Maine Agricultural Advisory
Council which, although currently defunct, has served an important policy develop-
- ment and review function to the NDepartment of Agriculture in the past. The Council
should consist of representatives of production, marketing, processing, finance, and
related agricultural areas for important commodity systems in Maine. Membership
might be based largely on representation from existing agricultural organizations
in Maine. Reactivation of the Council should be accomplished by Executive Order.

- The Committee recommends that the development of cooperatives be considered
a matter of highest priority in Maine agriculture and that funding be secured to pro-
vide staff support to the Maine Cooperative Council, an existing association of -
cooperatives in Maine. The purpose of this funding support would be to improve the
ability of the Council to conduect training programs, technical assistance programs, and
other activities directed toward assisting the development of production, marketing, and
purchasing cooperatives in Maine. The Committee further recommends that the State
support efforts to resist changes in the Capper-Volstead Act which provides incentives
to the development and operation of agricultural cooperatives.

- The Committee supports the retention of the existing milk price regulatory
structure administered by the Maine Milk Commission. This structure provides
good food values to Maine milk consumers in both urbhan and rural areas, and provides
support and stability to Maine's large dairy industry. The Committee further recom-
mends that, in the case that milk retail price regulations are eliminated, that the
Milk Commission and all related powers and regulations be abolished entirely. It
is recommended that the Milk Commission not be retained as a mechanism for regulating
producer prices in the absence of retail price regulations. Rather, it is recommended
that the State take immediate actions, upon any elimination of retail price regula-
tions, to extend the New England Federal Milk Marketing Order into Maine.

Energy

Finding: U.S. agriculture is energy intensive. Food production on the nearly
400 million acres of farmland in this country consumes 3% of the total energy used
in the U.S. By the time food reaches the consumer's table it has cost approximately
16.5% of the energy used in the U.S. Energy consumption in various stages of our
food cvcle breaks down as follows:
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% of Food Cycle

Function Energy Use
Agricultural Production 18
Food Processing 33
Transportation 3
Wholesale and Retail Handling 16
Preparation and Cooking 30
1007

Over the years, the energy intensity of agriculture in the country has in-
creased considerably. The production of a bushel or corn today, for instance,
requires almost four times the energy required a century ago. Much of the in-
crease in energy intensity is due to fertilizer production and utilization.
Nearly one-third of the energy input to agriculture production is in the form
of natural gas used primarily for fertilizer production. Increased irrigation
has also increased energy usage, but as in the case of fertilizer, has also
greated increased productivity. Other factors contributing to increased energy
consumption are the high level of energy intensive meat production, increased
mechanization in farming, more food processing, and greater usage of energy
intensive transportation modes - namely trucks. Despite such increases in
energy consumption, agriculture is a tremendous net producer of energy and
there is little evidence to show that energy balance considerations are the
driving force in the food cycle today nor except in special circumstances, are
they likely to be in the near future.

There are, however, a number of considerations worth noting about energy
consumption in Maine agriculture. Maine agriculture is oil fueled compared
to the natural gas and electrical based farm economies of many competing
agricultural areas. While electricity is significantly more expensive than
0il, natural gas is significantly cheaper and provides a cost advantage to
growers in many other parts of the country. Tven in the case of electricity,
Maine agriculture is at a disadvantage compared to the competitor, especially
potato competitors, in the western part of the country where federal hydro-
power projects have resulted in relatively inexpensive electricity which is
particularly important to food processors. However, climatic and other factors
are undoubtedly more important factors in competitive ability than energy costs.
Several livestock industries in Maine, especially the poultry industry, incur
extraordinary energy/transportation related costs due to the need to import feed
grains from the midwest. Energy/transportation considerations in shipping agri-
cultural products out of Maine are also important due to the sometimes great
distances to markets. In cases where Maine products compete in eastern markets
with agricultural products from the west, Maine has an energy related advantage.
The very low percentage of retail food prices attributable to transportation cost
differentials and the great success of western producers in penetrating eastern
markets suggest that this energy related cost advantage is not great. Several
additional instances of high energy usage in Maine agriculture relative to other
areas include: high cost in the heating of poultry houses, a relatively high usage
of gasoline rather than diesel fuel, relatively greater usage of synthetic fer-
tilizers in some cases due to mediocre soils or poor soils management, a high
usage of 0il in the annual burning of barrens for blueberry production.

The relatively great importance of energy as a cost input in agriculture
suggests that Maine agriculture would benefit from both public and private efforts
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to: 1) conserve present fuels through improved efficiency and agricultural
practices, and 2) develop alternate sources of energy which may offer lower costs
to agricultural users and lessen our dependence on conventional sources as supplies
become more scarce. Improved energy practices in Maine agriculture may include
such matters as:

The development of minimum tillage farming

- The increased use of animal manures both as a substitute for commercial
fertilizers and for direct or indirect energy production

- The substitution of present crops by less energy-consuming crops (such as
nitrogen fixing leguminous crops) where this 1s economically feasible

~ The increased use of diesel rather than gasoline engines

- The development and increased commercial usage of solar energy systems
for space heating, water heating, crop drying, etc.

- The increased usage of other energy production systems such as wind energy,
hydro-power, energy from biomass combustion, usage of waste heat, and so on,

Recommendations:

- The Committee recommends that the Department of Agriculture enlist the
cooperation and support of the Office of Energy Resources and the University of
Maine in the establishment of a joint task force and program to actively address
energy conservation and development issues in Maine agriculture. -

- The Committee recommends that the Task Force and program recommended above
serve as a mechanism for undertaking and coordinating agricultural energy planning
efforts including the collection of better data on agricultural energy consumption,
the identification of specific areas of problems and opportunities, and the coor-
dination of policiles, research, and expenditures in the public sector. Consideration
should be given in this program to planning and development policies and efforts
which would result in more self-contained regional agricultural systems, e.g. live~
stock industry expansion in areas where adjacent farmland would benefit from livestock
wastes as fertilizer, and livestock would benefit from local feed production.

~ The Committee recommends that agencies in the task force recommended above
seek to jointly solicit public and private funds to undertake research work and
initiate pilot demonstration projects involving the conservation of energy in agri-
culture, or the development of local energy resources. Based on current technology
and information, these demonstration projects might include: solar assisted heat
pumps; solar crop drying systems; the development of improvement of local food
processing and storage systems; the development of indigenous fertilizers; and a
variety of other energy production or conservation systems utilizing farm, forest,
and other wastes.

~ The Committee recommends that the University, as part of the task force pro-
grams proposed above, Iinitlate an active program of technical assistance, training,
and education regarding energy matters to assist the farm community in understanding
energy 1ssues and maximizing their position in view of increasing energy costs.

- The Committee recommends that the Office of Energy Resources ensure that
adequate provision 13 made in the State's Energy Plan to provide energy for food
production in Maine in cases of energy shortages.
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Transportation

Finding: Although local food self-sufficiency was common many years ago,
most agricultural products today are handled by extensive transportation systems
in order tec meet distributional demands between production and consumption. All
of the best efforts in food production can be lost if this transportation system
breaks down or is given too little public policy consideration.

Maine, because of its relatively isolated geographical location and low-density
of economic activity, tends to be more vulnerable to transportation crises than
many other parts of the country. Our state highway system, relative to many states
is 1imited and makes efficient truck transportation difficult in many areas - part-
icularly rural areas where agriculture is most important. Our rail system is
fragmented and one line is bankrupt. Rail transportation of agricultural products -
especially potatoes - has dropped dramatically in recent years. Inland waterways
are not accessible and ocean transportation of farm commodities has not proven
feasible.

Many of the issues involved in the transportation of agricultural products
are complex, often due to the "public utility" nature of transport service.
Remedies to many transportation problems, because of high capital costs in developing
transportation infrastructure, tend to be very costly., However, the Committee
feels that a number of transportation issues need to be addressed at this time,
and offers the following recommendations.

Recommendations:

- There appear to be certain overall benefits to Maine agriculture in the
short term in the total deregulation of motor carriers. These benefits would
apply particularly to potato transportation and would not necessarily benefit
Maine's economy as a whole. A disadvantage of truck deregulation would probably
be the further loss of current rail traffic to trucks - causing a further erosion
of railroad activities in Maine. Railroad deregulation would probably have an
adverse effect on Maine agriculture, particularly in the case of grain transpor-
tation which 1is crucial to Maine livestock industries and accounts for the bulk
of incoming agriculture traffic by Maine railroads. 1In view of these circumstances,
the Committee recommends against total deregulation of both trucking and railroads
at this time.

- The Committee recommends that research be undertaken by the Department of
Agriculture and the Department of Transportation to determine ways in which de-
regulation proposals might affect Maine agriculture, and ways in which the Interstate
Commerce Act might be amended and modernized to improve agricultural transportation
circumstances in Maine.

- The Committee recommends that the Food and Farmland Study Commission support
the consolidation of rail systems in Maine into one system. It is expected that
such a consolidation would result in improved efficiency and effectiveness in ser-
vice not only to Maine agriculture but to other current or potential rail users
in Maine as well.

- In order to facilitate improved transportation service to agriculture and
other sectors of Maine's economy, the Committee recommends the following actions
regarding inter-modal service:

a. the State should support the elimination of legal barriers to inter-modal
ownership;
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b. the Commissioner of Agriculture, on behalf of diverse agricultural interests
in Maine, should support the improvement of cargo port facilities in one
or more Maine ports;

c. the Department of Transportation, in cooperation with the Department of
Agriculture and potato industry representatives, should solicit federal
funds to conduct an experimental ''piggy back" transportation program for
potatoes.

- As a result of recent federal legislation, the extension of the interstate
highway system north of Houlton seems remote. The Committee recommends, however,
that a modern rural highway system be built from Houlton to Fort Kent in order
to improve on the relatively poor transportation conditions existing in Maine's
most concentrated agricultural area.
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1. ASSIGNMENT TO THE COMMITTEE ON FINANCE

This Committee was chargedito investigate the issues related to agricultural
financing. Specifically, the availability of adequate capital to the family farm

and new-generation farmers was to be addressed. Special emphasis was to be placed
on funding mechanisms.
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2. INTRODUCTION

The financing needs of today's farmers, especially new farmers, are
usually great, due to the spiraling costs of farm inputs. Not only must
adequate amounts of capital be available, but sound financial advice must
accompany the capital. This report outlines changes in policy and recommends
specific program changes required to improve the farm finance situation.

Existing farm financing is being provided for by the following:

1. Farmers Home Administration (FmHA) provides the bulk of Maine's
agriucltural finance (44% of total). FmHA finances a higher proportion of
agriculture in Maine that any other state in the U.S. This disproportionate
volume of FmHA funds is felt to be increased FmHA funding rather than decreased
participation by other lending institutions. This agency can make direct
loans or guarantee conventional loans. Special loans can be made to "limited
resource' persons. These loans can be made without down payment, with 3% - 5%
interest rates, for 40 years, and with deferable initial payments.

2. Farm Credit Service is the second largest farmer's credit source.

This cooperative offers a full farm financing service and is highly regarded
by most farmers whom we talked. In Maine, the Farm Credit Service finances
a smaller percentage of agricultural finance than in other states (25% of
farm real estate loans and 32% of farm operating debt).

3. Commercial banks have historically provided most of farm financing.
Since the advent of Federal institutions and federally-sponsored cooperatives,
the banks have almost totally left the field of farm finance. Most banks
that do finance agriculture, finance the '"family" and not really the farm
operations. Since they don't make a lot of farm loans, most banks have lost
the expertise required to properly service farmers. Banks finance 7% of the
farm real estate loans and 227 of the farm operating debts.

4. Savings institutions have and do make a Dumber of real estate loans.
In Maine, this represents very little of the farm mortgage loans.

5. Individuals are increasingly financing farmers. Due to tax advantages
and, in some rural areas, low demand, sellers are providing more financing.
Individuals finance nearly 15% of the farm debt.

6. Trade or dealer credit is substantial in Maine. The USDA estimates that
there is more than $35 million of this kind of credit in Maine. This credit is
made by the farm suppliers on farm inputs.

7. Small Business Administration has recently entered farm financing.

The SBA guarantees loans to banks who must follow their guidelines. A 10%
interest limit is placed on the banks. In 1977, the SBA made 18 farm loans
which averaged $180,000 each. Like FmHA, the SBA can only finance farmers
who have been refused conventional credit.

8. Other government institutions like the Maine Guarantee Authority,
the Maine Devetopment Foundation, and the Maine Capital Corporation are
potential sources of farm finance.
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3. FINDINGS AND RECOMMENDATIONS

Finding: An abundance of capital is now available to established farmers.
This surplus of capital has stimulated a persistent oversupply of major commodities
and has had a tendency to keep marginal farmers in business while making better
farm businesses marginal. Although there is a persistent oversupply of credit,
this credit is often not accompanied by adequate financial advice.

Recommendation:

- Public funding for agricultural production should be aimed at financing
only those that can demonstrate a market and have sound marketing plans. Specific-
ally, the Maine Department of Agriculture should be charged with encouraging federal
lending institutions to adopt such policies.

Finding: Beginning farmers who have the required skills to become successful
but have little collateral, often have heen unable to enter farming. If the family
farm is to be strengthened, new generations of farmers must he able to enter
farming.

Recommendation:

- The legislature should create and fund a division within the Department
of Agriculture that would coordinate all entrance to farming activities. The
division could help guide would-be entrants to appropriate financing, farm
availability, etc.

This divisifon would assist participants in securing adequate financing
whether it be public or private funds. This division would:

1. Seek funding for new crops and technologies to help overcome land

and climate limitations.
2. Help coordinate and establish marketing and storage cooperatives.
3. Administer a program similar to the Minnesota Family Farm Security
Act. This program would offer low land mortgages and could he used
to reduce the significance of increasing land values to entrance
to farming. Such a program would also be used to support long-term
loans for farm onerations that require a long time between the ini-
tial investment and the first income off the land (i.e. orchards,
abandoned farm reclamation).

Finding: Family farms are socially and economically more desirable than
part-time or larger corporate farms., Farms that should be supported are those
that can at least support one family and where the family retains a maximum
amount of entrepreneural control. This size limit is difficult to define be-
cause of varying farm efficiencies and the varying acceptable living standards.
Generally, these are producers who yleld enough to he recognized by the com-
munity as farmers and not rural residents.

Recommendation:

-~ Farmers Home Administration (FmHA) should be encouraged to use its
expanded authority to increase financing of small farm marketing and storage
cooperatives. Such mechanisms are necessary if Maine's smaller family farmers
are to compete on large volume markets.

Finding: Commercial banks have lost most of agricultural financing to fed-
erally initiated cooperative lending institutions and federal agencies. Agricultural
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finance expertise has been lost by banks due to their low volume of agricultural
loans.

Recommendations:

- The Maine Department of Agriculture should actively encourage bhanks to do
more farm financing. Significant bank farm financing would require that banks
hire farm loan specialists and regain the expertise required to supervise farm
loans. Maine banks appear interested in regaining expertise in farm financing.

— The Maine Department of Agriculture should encourage public lending
institutions to make more guaranteed 1loans and fewer direct loans.

- The Maine Department of Agriculture should be charged with providing input
to the federal process in support of expanded national crop insurance. Such
insurance would reduce farm risk and make family farmers relatively more creditable.
Federal disaster programs could be replaced by the insurance. It should be noted
that production risk is the biggest deterent to bank financing of agriculture.

Finding: New markets and commodities are needed in Maine if long-term economic
benefits are to be realized.

Recommendation:
- FmHA should be more sensitive to the needs of farmers trying to produce
new commodities and/or use new innovative production or marketing techniques.

Finding: Often publicly financed farmers abuse their soil and water resources.

Recommendation:

- The Maine Department of Agriculture should encourage public lending institu-
tions to require participants to properly manage their soil and water resources.
When conditions warrent , farmers should be required to follow approved soil and
water conservation plans.
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1. ASSIGNMENT OF THE COMMITTEE ON ENTRANCE TO FARMING

The charge of this Committee was to determine factors which encourage or act
as barriers to entrance to farming in Maine. The Committee studied information
gathered during the several hearings held by the Commission, information obtained
from many secondary sources, and information provided by current farmers, or those
people who work closely with potential or actual entrants to farming in Maine.

The Committee has prepared this report in summary form. All supporting
documentation and reference materials are on file and are available from the Maine
Food and Farmland Study Commission. This report presents background information
on several aspects of getting started in farming. It concludes with recommenda-
tions to be considered by the Food and Farmland Study Commission.

2. INTRODUCTION

Farming is today as it was yesterday, both a way of life and a way of making
a living. It is assumed that these characteristics will also hold true in the
future. This Committee recognizes the positive factors of Maine's natural
resources and its people which encourage entrance to farming, as well as those
factors which act as barriers to entrance into this profession.

Maine's climate is well suited for the production of crops which thrive in
moderate or cool temperatures. Maine produces high quality fruit, especially
apples and blueberries, and most vegetables can be grown successfully. Our
average rainfall is adequate and our seasonal temperatures make for good working
conditions. New varieties of corn are available that can be harvested either for
grain or silage, which increases the profit potential for poultry and dairy farm-
ing. Poultry manure is available as an economical source of fertilizer for corn
and grass farming. Our summers are cool enough to allow production of high
quality broilers and our proximity to the large Northeastern markets gives us a
transportation cost advantage.

Most Maine people respect and support farm people, making for a good social
climate for farmers. Sportsmen realize that farmers maintain open space which
can be available for them to use. A tremendous amount of information is available
from older, experienced farmers, who are more than willing to share this with

anyone who asks.

Throughout history, most farms have been operated as family units. Very few
large corporations are involved in farming, although many farm families have
formed partnerships or corporations for tax and property transfer advantages.
There are many cooperatives that family farms may use to buy supplies from, and
to sell their products through, which give them similar advantages to those gained
by forming a corporation. Recent estate tax changes have made it less difficult
to keep family farms operating through transfer, at the death of a family member.
The IRS ruling that the spouse can be considered as part owner of property is very

important.

The U. S. Department of Agriculture and other government agencies have en-
couraged family farms. Farm youth organizations, such as FFA, 4-H, and Young
Farmer groups, help build future farm leadership. Many consider the farm most
valuable as a place to raise a family. It teaches responsibility, the rewards of
hard work, and cooperation. It develops good character and high moral values.
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These positive points must be kept in mind when considering some of the
barriers to entrance into farming, which include the competing uses for land,
educational opportunities, and availability of appropriate financial assistance.
Availability of good land, at reasonable prices and access to dependable markets
are also of concern, but these aspects are the primary responsibility of other
committees of the Food and Farmland Study Commission.

There appears to be a lack of appreciation by the general public of the
intricate production system that supplies them with food and related services.
The public also lacks an understanding of the interconnection of basic issues,
such as land use, farming, marketing, and the social and economic well-being of
the rural community. They are little aware of their dependency on a system that
supplies 80 percent of their food from sources often hundreds of miles from Maine,
and that this system may prove fragile in an age of energy shortages.

There are two central reasons for reshaping public policy to enhance the
entry to farming. The first is to ensure the continuation of profitable production
on existing commercial farms, by facilitating the transfer of farms from existing
operators to a new generation of well qualified farm managers. The second reason
is to revitalize the agricultural economy as one part of a major effort at social
and economic rebuilding of rural Maine. Rural Maine has a very high incidence of
poverty, unemployment, and emigration of many of its young people. Commercial
activity in meny small towns has dwindled; many churches, town newspapers and
social organizations have closed their doors. It would be wrong to argue that
social and economic deterioration in rural Maine is entirely due to the decline
of agriculture. Agricultural revitalization, by itself, will certainly not turn
the situation around. Strengthening the agricultural base by creating conditions
in which more farmers can make a full or partial living from the land should take
high priority.

Our Committee takes as its task three connected kinds of support for farmers:
1. Policies to help new farmers get started.
2. Policies to help new farmers achieve efficiency.

3. Policies to ensure that the benefits of efficiency are retained by the
farmer.

In addition, the case for public policy support for small and part-time farmers
needs to be made. Small and part-time farmers preserve farmland far out of propor-
tion to their economic significance. The presence of a nucleus of small, part-time
farmers in an area strengthens the farm supply and farm equipment repair businesses
for the larger commercial farms. Part-time farming is a training ground and a
proving ground. Many younger people who aspire to be full-time farmers master the
technical and managerial skills at this level. Others learn, at a low cost to
themselves and society, that they are not cut out for commercial farming. Thus,

we should view part-time farming as a crucial part of farm training in an era when
few people have farming experience in their backgrounds. A sizable number of rural
Maine families can piece together a decent living by producing farm products, along
with cutting wood, plowing snow or doing other jobs.

" In summary, we believe that there is an advantage to society in having a
successful farming enterprise in Maine. We feel that the natural resources of
Maine can support a viable agricultural enterprise and suggest in the following
sections, policies which will encourage this activity.
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3. BARRIERS TO ENTRANCE TO FARMING

A. Competing Uses for Land

Increasing land prices create a barrier for young farmers,.particularly in
geographically attractive areas along the coast, in the mountains, and.near.
lakes. Planners, particularly at the local level, often represent an impediment
to farming when they propose development on prime agricultural land because the
land, besides being aesthetically attractive, is well-drained soil and therefore,
most suitable for development of housing, etc. Officials who set draipage and
other regulations that promote the use of the best-drained soils contribute to
the use of the best agricultural land for purposes other than farming. The lapd
becomes more expensive and, thereby, less accessible to new farmers. Little, if
any, consideration is given to long-term agricultural planning and the soc1a},
economic, and ecological benefits to the community of keeping the best land in

agriculture.

Members of the community sometimes complain about the agricultural practices
of farmers in the area--particularly the use of manure which is sometimes '"smelly'
for a few days. Often their unwillingness to accept this develops into another

reason to exclude farmers from their area by whatever means available, such as
property sales for development and zoning for residential dwellings, rather than

for agricultural use.

B. Public Education and Awareness

The lack of education of the general public regarding the complexity of our
present agricultural system and its effect upon their lives, has been identified
as a barrier to acceptance of policies that will support an economically-efficient
agriculture. General education in agriculture is important at all levels from
kindergarten through adult. The food system needs to be explained thoroughly so

it is understood by the general public.

C. Agricultural Education

Agricultural sciences are taught to those people preparing to enter support
industries, such as marketing services, research institutions, and farm supplies
companies, as well as to those entering farming. There is a definite need for more
practical education for small farmers in management, agricultural skills, and
appropriate technology. Many young farmers are less interested in specialization
or in four-year courses and would find two-year courses in general farm management
and diversified farming more helpful. Extension courses and workshops in manage-
ment, production and local marketing, can help remove this barrier for small and

part-time farmers.

Numerous educational opportunities for potential or current farmers in Maine
are offered by the College of Life Sciences and Agriculture at the University of
Maine at Orono. Programs of study currently available are described in Appendix

ENT 1.

Vocational agriculture programs are offered at several schools throughout
several regions of the state. A list of programs and a description of the current
activities to expand these offerings appears in Appendix ENT 2 of this report.
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Finally, the best education for potential new farmers is to have grown up on
a successful farm. Many who seek to enter farming have not had this experience
and this is a definite barrier. Apprenticeship programs or other methods of
uniting experienced farmers with prospective farmers can help meet the need for
preparation of new farmers for farming. One example of an apprenticeship program
currently operating in Maine appears in Appendix ENT 3. Many informal apprentice-
ship arrangements exist in Maine, and these make a positive contribution to
educating the future generation of farmers.

D. Availabiltiy and Quality of Financial Assistance

Adequate credit is available from many sources for purchasing, equipping and
operating conventional farms. In some cases, excess credit is available. 1In
other cases, no credit is available to assist entrance into farming.

Among sources of credit are commercial banks, Production Credit Associations,
Farmers Home Administration, credit unions, farm supply businesses, and private
individuals. The Small Business Administration has guaranteed farm loans from
banks. The amount of credit and the rate of interest are determined by the lender,
based on several factors; including the ability to repay the loan, collateral,
previous credit history, management ability, market for products, and projected
costs and returns of the farming operation. Prospective borrowers find it
advantageocus to shop around when seeking credit. Generally, FmHA, PCA, FLB, and
SBA loans are made at slightly lower interest rates than most commercial bank loans.

Financial management assistance, advice and supervision provided by the lender
varies from adequate to virtually none. Most lending institutions require or at
least expect the borrower to have or assume the initiative to seek out and utilize
sound management assistance. Basic management principles, methods, and procedures,
as well as highly sophisticated electronic farm accounting systems, are available
The less sophisticaled assistance is usually available at no or low cost (as from
CES, for example); the more complex systems are available at modest cost (ELFAC,
DHIA, Agrifax, Profile, and others, are examples).

Perhaps the most critical need is start-up capital for persons desiring to
start farming. One possible solution is for the present farm owner to participate
in a financial plan with the prospective buyer on an installment plan. Another
possibility is the use of the Maine Loan Guarantee Authority or similar state

agency.

In summary, there is adequate credit and financial management assistance
available for persons desiring to enter farming. The judicious and disciplined
use of both by lender and borrower is necessary to assure productive, efficient
farm enterprises in Maine.

“No matter how good your government is, and no matter how good your loan
companies are, you cannot borrow yourself out of debt. And there ain't no way
anybody will loan you a profit." (remark from a Small Farmer Conference, 1978)

E. Effects of Government Regulations and Policies

Government regulations and policies were frequently cited as problems at the
Maine Food and Farmland Study Commission hearings.
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This section is an overview of the effects of regulations on agriculture and
strives to identify some areas where government actions restrict the entrance to
farming by interested entrepreneurs.

1.

Unemployment and Workmen's Compensation. These laws presently do not
affect small farmers, since most are not covered by either. For entre-
preneurs who wish to start labor-intensive operations, the cost of labor
laws may be prohibitive. These taxes, when combined with FICA taxes and
income tax withholding, account for 35 to 40 percent of the minimum wage

salary.

The Child Labor and Minimum Wage Provisions of the Fair Labor Standards
Act only apply to farmers who have 500 days of employment in any quarter
of the preceding year. Assuming new farmers to be less labor-intensive
than this, the standards would not restrict entrance into farming.

The procedures required to import Alien Agricultural Workers into the
United States significantly restrict the use of foreign workers. The
regulations governing the import of foreign labor have been questioned
even by the agencies in charge of the regulations. In labor-intensive
farming (apples, blueberries, and to a lesser degree, potatoes), these
regulations may reduce the number of people willing to invest in the
industry.

The Income Tax Law has numerous provisions which are aimed at helping
farmers reduce their tax liability. These provisions can be of value
to family farmers even though their tax liability is usually low.
Regardless of the accounting method used, the record keeping require-
ments for income taxes are often seen as excessive by the small farmer.
As in mest businesses, today's farmers, must have bookkeeping skills
and spend extensive time keeping records for the IRS.

Estate, Inheritance and Gift Taxes have traditionally impeded inter-
generational transfers of family farms. The 1976 Federal Tax Reform
Act significantly reduced the adverse effects of estate and gift taxes.
This was done by raising the estate exemption and by offering a large
tax credit. The state inheritance tax may still restrict entrance to
farming in a few cases.

Pesticide Control Laws require that pesticide applicators be certified

and that pesticides be registered. Applicators must pass a test and/or
take special training courses to become certified. This may help dis-
courage a few from entering farming, but is not felt to be significant.

Transportation Regulations apparently are not selectively adverse to
small or new farmers and probably do not restrict entrance to farming.

Occupational Safety and Helath Administration (OSHA) regulations are new

to agriculture. When enforced, these standards could make it difficult
for new farmers to get started. Those enterprises with a great deal of
diversification or having old equipment would be hardest hit. Although
agriculture is largely exempted now, OSHA standards could have adverse

economic impacts on agriculture in the future
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9. Social Security Taxes (FICA) are escalating rapidly. The combined rate
is now at 12.19% and is scheduled to go up to 15.35%. Self employment
taxes are now set at 8.1%. These taxes both complicate and increase the
cost of doing business. This tax applies to all farmers, and all must
keep the required records and pay the taxes.

10. Health Rules and Regulations may have an impact upon entrance to farming.
For example the combined effect of the Interstate Milk Shippers Certifi-
cation and the Maine Milk Regulations and Standards can dictate costly
revisions of milk productions and storage facilities. These are the
rules which required the replacement of milk cans with bulk milk coolers.
While these have had a positive effect on the quality of milk, the cost
of implementation can be a barrier.

11. Environmental laws and concerns often restrict farm enterprises, concern
and the threat of future laws appears to be more restrictive than actual
laws. New provisions such as Section 208 and Section 404 of the Clean
Water Act may have a significant impact but are too new to be evaluated.

The possibility and desirability of entering farming may be affected by the
totality of regulations in several ways. Some regulations impose additional capital
costs; others add to recurrent costs without compensating increases in farm revenue.
The complexity of farm management may be significantly increased, deterring some
capable people from entering and adding problems for those who do enter. Finally,
the requirements imposed by new regulations add another uncertainty to the many that
already beset farm operators as they try to plan rationally for the future.

F. Effect of Excess Production Created by Entrance into Farming

For years people have recognized that efforts of the government to help the
agricultural community have continually kept the supply of commodities artificially
high. This '"cheap food policy' has, in fact, kept the prices received by producers
relatively low. The cause of oversupply most often cited is the availability of
low interest Federal funds to purchase and operate farms. This assistance usually
comes from FmHA. Further, FmHA has been charged with not requiring good management
on the part of their borrowers. FmHA recently has made available 5 percent real
estate loans and 3 percent emergency loans. Farmers who must secure conventional
loans are placed at the disadvantage of having to pay much higher finance rates.
This results in the successful farmers being penalized and made marginal, while the
less successful farmers are secured by the Federal funds. It should be noted that
FmHA loans only to people who cannot secure financing from private sources. The
resulting attitude from all of this, particularly with successful farmers, is that
we do not have to have more farmers and that poorly managed farms should be allowed
to fail. 1In other words, if we get marginal producers into production and further
increase supplies in an excess market, what will we do with the excess production
which drives down the price and harms all producers?

It is felt that government actions which encourage new farmers to enter farming
are now politically feasible. The problem is that if the programs are successful
and a great number do get into farming, then resistance will surely occur because of
the potential oversupply situation. To avoid this resistance, statewide programs
aimed at helping people enter farming should only be available to people who will
produce products which are not excess in supply or are not grown in the state. This
resistance to entry to farming should be considered prior to the proposal of any
laws which will use low cost, government funds to aid people to enter farming.
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Marketing problems will be experienced when new products are produced in
Maine. These problems must be anticipated as part of the educational and financ-
ing processes. In addition, smaller producers of conventional agricultural
products may have difficulty in identifying or attaining access to appropriate
market chennels. The importance of the martketing function cannot be ignored
when entrance to farming is contemplated.

4. EXAMPLES OF CURRENT ENTRANTS TO FARMING

Information regarding actual experiences of those seeking to enter farming
or who have entered farming were obtained from these sources:

a. Vocational agriculture teachers in Maine
b. FmHA offices in Maine
¢. County CES offices in Maine

d. Members of the Experiment Station's Small and Part-Time Farmer Advisory
Committee

e. Farmers known to Entrance to Farming Committee members.

A summary of the results of these surveys is attached to this report as
Appendix ENT 4. It is clear from reviewing the original documents that a great
variety of experiences are evident in Maine.

Successful entry into farming seemed to be associated with personal deter-
mination, adequate training, appropriate financing, and good managerial ability.
Barriers to entry appeared to be lack of education, lack of determination, lack
of ability or inclination to be a farmer, and poor financing. A summary of the
experiences of recent entrants to farming is presented in Appendix ENT 4.

5. FINDINGS AND RECOMMENDATIONS

IF THE FAMILY FARM IS TO SURVIVE, A QUALIFIED NEW GENERATION OF FARMERS MUST
BE ABLE TO ENTER FARMING. DUE TO MAINE'S TOPOGRAPHY AND CLIMATE LARGE SCALE
FARMING IS POSSIBLE IN ONLY A FEW AREAS OF THE STATE. IF MAINE'S AGRICULTURE IS
TO EXPAND, WE MUST ENCOURAGE FAMILY FARMS, INCLUDING SMALL AND PART-TIME OPERATIONS.

Finding: Adequate land resources must be available to entrepreneurs wishing
to enter farming. Preservation of Maine's best agricultural land is essential.
Barriers to the intergenerational transfer of farms must not be too great and must
encourage the transfer of farms to the most efficient users.

Recommendations:
- The recommendations of the Farmland Preservation Committee should be imple-

mented. Additionally, the Maine Department of Agriculture should be charged with
developing programs which would encourage non-farm land-owners to lease their land

to farmers.
- The Legislature should amend inheritance tax laws to increase exemptions to

federal levels.
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Finding: Available markets are of fundamental importance to entrance to
farming. Major commodity markets have evolved into very sophisticated and effi-
cient systems. Small and part-time producers often have difficulty in satisfying
the quality and quantity demands of conventional markets.

Recommendations:

- The legislature should fund the Direct Marketing Act which specifies
activities required to expand direct farmer to consumer marketing. This act
(Chapter 505 of the 108th Legislature) assigns major responsibilities to the
Maine Department of Agriculture.

- The Maine Department of Agriculture should facilitate the creation of
producer, marketing, and storage cooperatives.

- The Maine Department of Agriculture should study purchasing and pricing
policies of large buyers of fruits and vegetables and encourage them to buy
locally and should assist small Maine growers to organize both their production
and marketing more effectively to meet the legitimate needs of buyers.

- The Maine Department of Agriculture and the Cooperative Extension Service
should expand their information programs about existing market outlets.

- The State should study the feasibility of revitalizing the local food
processing industry. This should include an evaluation of current activities in
the state.

- The Maine Department of Agriculture should be charged with making Maine's
public institutions aware of the advantages of buying locally produced goods,
Pilot programs should be implemented to determine the feasibility of local insti-
tutional buying. If pilot programs prove the feasibility, public institutions
should be required to purchase some or all of their needs locally. Support
mechanisms may be needed.

Finding: Modern agriculture requires extensive knowledge of sophisticated
production, management, and marketing methods. Compounding this problem, many
of today's entrants do not have a farm background. Methods used by many of the
smaller new farmers require skills that are not used by neighbors and have
nearly been lost from the farm community. Educational needs fall into four
categories:

1. Conveying to young people a realistic idea of what commercial farming

is about;

2. Creatingopportunities to acquire some years of hands-on experience
before making a commitment to farming;

3. Formal training opportunities in technical skills - welding, equipment
operations, animal care, management techniques, financial planning,
marketing and sciences (soils, crops, and engineering);

4. Continuing improvement and updating the skills of active farm managers.

Recommendations:
- The Department of Education and Cultural Services should be encouraged to

‘expand vocational agricultural programs, upgrade vo-ag courses, and add more
vocational agricultural teachers. Training curriculums should include alternate
marketing methods, financing mechanisms, how to select a farm, agricultural
economics, farm management, and use of appropriate technologies.

- The Maine Department of Agriculture should be charged with encouraging
apprenticeship programs. Traditionally, most apprenticeship programs have been
farmer/employee relationships. More formalized arrangements should be made
through work-experience programs. '
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- The Maine Department of Agriculture, in cooperation with the Cooperative
Extension Service, should identify successful farmers and get them together with
would-be entrants who need help or who would like to enter into apprenticeship
programs. (Other states have had successful experiences with this type of pro-
gram. )
- The University of Maine and the Cooperative Extension Service should be
charged with expanding educational and research programs especially designed
for small family farms, in terms of biological and conventional farming methods.

- The University of Maine at Orono should be charged to design and implement
a program which would combine apprenticeship with formal educational programs.
This would be an associate degree program in Small Farm Management.

Finding: Rapidly increasing farm input costs have driven the cost of entry
into farming to prohibitive levels. Traditional financing mechanisms appear to
be deficient in dealing with the low-equity, high risk venture of today's new
farmers. New financing approaches may be required if non-wealthy entrepreneurs
are to get into farming.

Recommendations:

- The Maine Department of Agriculture should be charged with aiding carefully
screened entrepreneurs in securing venture capital for agricultural projects.
Projects could range from new marketing methods to new commodities to new produc-
tion technologies. Screening should be done by a committee established by the
Maine Department of Agriculture.

- A land mortgage fund similar to the Minnesota Farm Security Act should be
enacted by the legislature. This fund would be administered by the Maine Depart-

ment of Agriculture.

Finding: If smaller farms are to be economically viable, they must increase
their relative efficiency. Economics of scale of larger producers must be approxi-
mated by using optimum combinations of appropriate management, production, and
organizational technologies. A substantially different set of start-up problems
exists for the small farmer. These farmers, however, play a significant role in
preserving farmland and supporting the agricultural business community.

Recommendations:

- The University of Maine and the Cooperative Extension Service should be
charged to expand work in alternative technologies. Reallocations of existing
resources should be made if additional resources are not obtained. Such areas
should include appropriate equipment, biological soil management methods,
integrated pest managment, and minor crop production.

- The University of Maine should collect, analyze and adapt data from world-
wide sources on alternative technologies. A library of existing methods should
be maintained, with more popular information published for easy access.

- The Experiment Station's Small and Part-Time Farmer Advisory Committee
should be charged with the task of assessing the Commission's report and recommending
ways in which future implementation of the report can serve the interests of small
and part-time farmers. Their recommendations will be submitted to the relevant

agencies.
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Maine Food and Farmland Study Commission

(Chapter 65, Private and Special Laws 1977, as revised by
Chapter 89, Private and Special Laws 1977.)

Sec. 1. Maine Food and Farmland Study Commission. In order to protect
the food production capability of the State, to provide consumers with ready
access to wholesome, locally-produced food products and to encourage greater
food and agricultural self-sufficiency, there is hereby created, within the
Department of Agriculture, the Maine Food and Farmland Study Commission to
study the problem of conversion of farmland to other uses. The commission
shall recommend to the Governor and to the 109th Legislature policies and
programs to protect agricultural lands from urban encroachment and residential
development by:

1. Agricultural use of land. Encouraging the agricultural use of land,
thus contributing to the income and employment of many citizens of the State
and to the Maine economy in general;

2. Continuity of agricultural open space. Encouraging the continuity
of agricultural open space with its environmental benefits, including rural
aesthetics and enhanced air and water quality; and

3. Field of agriculture. Encouraging and enabling successive genera-
tions of Maine citizens to enter the field of agriculture.

_ Sec. 2. Commission; duties. The commission shall also prepare any other
recommendations it deems necessary to maintain an agricultural economy in the
State. Toward these ends, the commission shall:

1. Compile information. Compile existing information on prime and
unique agricultural land, including that which is currently in use or which
has the potential to be used, with particular emphasis on lands subject to
urban pressures of development;

2. Review. Review efforts made in other states and the Province of
Canada to protect agricultural land and develop recommendations as necessary
to protect Maine's agricultural land;

3. Develop recommendations. Develop specific recommendations toward
greater state self-sufficiency in the production of food, indiginous fertilizers
and soil-improving materials;

4. Examine federal and state policies. Examine existing federal and
state policies and programs which may be contributing to the conversion of
prime agricultural land or which may be unnecessarily restricting Maine
agricultural enterprise and make recommendations for change;

5. Make determinations. Determine the feasibility of diversifying
agricultural production for the benefit of both producers and consumers;

6. Make recommendations. Recommend ways by which statewide agricul-
tural resource planning may be coordinated in the state; and



7. Study and recommend methods. Study present successes in direct
marketing of food in Maine and recommen: methods for increasing the scope
and effectiveness of direct marketing.

Sec. 3. Membership. The Maine Food and Farmland Study Commission
shall be composed of 21 members. After consultation with farming interests
in the State, the Governor shall appoint 11 public members who shall be
broadly representative of Maine's agricultural interest, including, but
not Timited to, the dairy, the poultry and the potato industries and
commercial, small-scale and organic farming interests, as well of those of
food consumers. The 11 public members shall be appointed from a list of
22 names, 11 submitted by the Speaker of the House of Representatives and
11 submitted by the President of the Senate. The remaining 10 members shall
include the Commissioner of Agriculture, the Commissioner of Conservation,
Director of the State Planning Office, the Commissioner of Environmental
Protection, the Vice-president for Research and Public Services at the
University of Maine, the Dean of the College of Life Sciences and Agriculture
of the University of Maine, the Director of the Cooperative Extension Service,
the President of the Maine Association of Conservation Districts, or their
respective designees, one member of the House of Representatives and one
member of the Senate.

Sec. 4. Termination; officers; expenses. The commission shall
terminate on June 30, 1979, and all appointed members shall serve terms
to expire on that date. The commission shall elect from its own member-
ship a chairman and such other officers as it deems necessary. Meetings
shall be held at the call of the chairman or at the call of more than half
of the membership.

Sec. 5. Assistance. The commission shall have the authority to request
assistance of state agencies, departments, legislative committess or other
instrumentalities of the State, which shall be provided to the extent possible
within the 1imits of existing resources.

Sec. 6. Sources of funding. The commission may request and receive
funds to carry out the purposes of this Act from any governmental or private
source. ’
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A. Differential Assessment. Forty-two states, including Maine, have one form or
another of differential farmland tax treatment laws. These laws enable government
officials to tax certain properties based on values other than the traditional
"highest and best use' value. Farmland is usually assessed for its '"farm use' value
and not its speculative value. This usually results in reduced property tax liabil-
ities for farmers.

1. Preferential Assessment. This, in its pure form, is simply taxing active
agricultural land at its farmland value. Eleven states have this form of assessment
law. Example states are Arizona, Idaho, and Iowa. This form of differential assess-
ment has encouraged non-farm ownership of farms by making it cheaper for non-farm
owners to hold land. In Maryland, home of the nation's oldest such law, it is reported
that "developers, rather than working farmers, are getting the major benefits from the
program". /1

Because of these negative impacts, no further consideration is made here.

2. Deferred Taxation. These laws force assessing at current use values with
"roll back" taxes to be paid upon the conversion of land use. Most states have a
three-year roll back, while others have a total roll back. Twenty-five states, includ-
ing Maine, have this type of tax assessment law. Examples are Montana, Hawaii, New
Hampshire, Connecticut. (See '"The Farm and Open Space Tax Law - A Brief Analysis'.)

Advantages:

- Effectively shifts property tax to non-farm sector.
- Legalizes past assessor's procedures which helped farmers informally.
- Is voluntary and easier to administer than police power types of programs.
- Can be administered by established agencies.
- Program costs are easily and clearly assessed.
- Is politically palatable because it accommodates a group of taxpayers
and does not confront the group which pays for the program.

Disadvantages:

- Has not been effective in most of the areas in which it has been tried.
Often used by speculators in development areas.

- If the penalty is high, very few participate; and if used, it poses a
problem of being too rigid.

- If the penalty is too low, the program is not effective.

- Reduces the attractiveness of other, more effective and comprehensive,
programs such as zoning and agricultural districts. This is because
these programs use 'farm use' assessment as the major incentive for
farmer support.

3. Restrictive Agreements. System basically requires land owners to sign
agreements with communities to keep land in agriculture in order to get deferred assess-
ment of their lands. Penalties are usually stiff for breaking agreement and in some
instances the planning body has to approve the change. Eleven states have some sort
of restrictive agreement program.

Example: California's Land Conservation Act was passed in 1956. It provides
for a ten-year renewable restrictive agreement with severe penalty. The penalty is
12.5% of the market value of the land when the agreement is broken. To get parti-
cipation, the state pays the towns a '"subvention' payment to offset revenue losses.
Due to ineffectiveness of the law in developing areas, efforts are being made to make
participation mandatory.

/1 Belden, et. al., New Directions in Farm, Land and Food Policies, the Conference on
Alternative State and Local Policies, Washington, 1978
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Advantages:

- Relatively permanent, once approved.

- Effectively shifts property tax burden to non-farm sector.

- Legalizes past assessor's procedures which helped farmers informally.

- Is voluntary and easier to administer than police power types of
programs.

- Can be administered by established agencies.

- Program costs are easily and clearly assessed.

- Is politically palatable because they accommodate a group of taxpayers
and do not confront the group which pays for the program.

Disadvantages:

- Loss of tax revenue can make the program locally unpopular unless some
kind of ''subvention'' payment is available.
- Is hard to define eligible land and hard to establish fair farmland values.
- Generally has been used heavily by corporations and has failed to work
on urban fringes.

4, Agricultural Districts. This concept was first applied in New York State in
1971. 1t offers Differential Taxation and other benefits in return for the creation
of blocks of restricted agricultural land.

Example: New York's agricultural district law requires a minimum-sized block
of five hundred acres. To be eligible, owners must own a minimum of ten acres and
show gross sales of over $10,000 per year. Once the land is under the eight-year
restrictive agreement, a penalty equal to five years' roll back taxes is imposed if the
land use changes. Other features have been added to make districting attractive, such
as: exemption from public nuisance laws for normal farming practices, eminent domain
rights for non-farm developments are severely restricted, the power of government to
tax on a foot-frontage basis for utilities is restricted.

Advantages:

- Locally initiated, voluntary and popular with farm groups.

- Encourages capital investments by eliminating the "impermanence syndrome''.
Encourages preservation and development of the commercial agricultural
service community.

- Promotes ''block'" retention of lands.

- Places restraints on 'public actors"

- Is voluntary and easier to administer than police power types of programs.

Disadvantages:

- Only advantageous when good land occurs in blocks and is not scattered.
- Significantly reduces tax base in agricultural communities.
- Accused of creating a '"special class of citizen'.

Comment: New York is now considering: (1) Lengthening the term of contract,
(2) developing more precise data and more explicit guidelines, (3) combining districts,
and (4) analyzing total actual cost of program.

B. Development Rights. The right to develop land has been identified as separable
from other land rights in a number of areas. The public can then lease or purchase
that right, thereby permanently preventing development. Some states have combined the
development right concept with zoning. Instead of purchasing the development rights,
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the town can issue development rights '"certificates" which the land owner can then
market to developers. Developers must be required to possess such '"certificates"

to build. Theoretically, this can compensate the land owner for value taken by
down-zoning of his land. This process is referred to as transfer of development rights.

1. Public Development Rights/Easements. These programs involve the separation
of development rights from fee simple ownership and transfer of those rights to the
public either by lease or outright purchase. The difference between development value
and farmland value is paid to the farmer as just compensation. Methods of financing
include a special capital gains tax or a real estate transfer tax. A number of states,
including Maine, allow municipalities to buy, accept or lease development rights;
others include Massachusetts, New Jersey and Washington.

Example: Suffolk County, New York. This program was funded with thirty-year
serial bonds. Recently increased costs stopped continuation of the program. Estimates
to complete the project are now $117 million for 15,000 acres. Farmers submitted bids
to the county for the sale of their development rights. Upon receipt of the bid,
appraisers were employed to appraise the value of the property for its highest use
and its agricultural value. The county planned to take whatever is left after the
voluntary bid procedure by eminent domain.

Advantages:

- Usually voluntary and it distributes the cost to people benefitted.
- Allows farmers a one-shot reduction in debt load.

- Like all compensated programs, it is easy to administer.

Reduces inheritance taxes by removing speculative value

Reduces absentee ownership by reducing appreciating values of land.

Disadvantages:

- Due to land pressure created by the act itself, the remaining land value
inflates, therefore driving up the cost of the program.

- Future farmers lose appreciating value which has traditionally been used
as retirement and collateral.

- Extremely expensive if near the urbanizing area.

- Often causes '"leapfrog" development, if not regional, and, if regional,
suffers from an anti-home-rule sentiment.

- Cited as being a '"distortion of police powers'.

- Can produce excessive land-use rigidity.

2. Transfer Development Rights. This is when the severed development rights
are allowed to be sold on the open market. A zoning system which allows for the
different density zones is essential

Example: Buckingham County, Iowa issues certificates to any owner of a ten-
acre parcel. One certificate per acre is given out. Developers must then purchase
development rights in order to increase densities on their lands. If certificates
are unmarketable, the county can (1) buy them themselves, (1) exclude the land from
the program, (3) change the system in a manner which would make them marketable.

Advantages:

- Cheaper to public.

Permanent.

Works well in rapidly-growing areas.

May allow developers to avoid delays created by current land-use
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regulations by allowing him to purchase the right to develop lands which
are zoned for development.
- Allows compensation for loss of development potential.

Disadvantages:

- Nearly impossible to balance supply and demand of rights certificates. If
the supply is too great, land owners lose the value of their land, and if
the supply is too low, homeowners cost becomes excessive.

- Once rights are sold, future farmers lose land appreciation which is often
their retirement.

- Farmers complain that they are still taxed while holding the certificate
(after they have lost the development rights).

- Eligibility determinations ''nightmarish', especially in slow-growth area.

- Penalizes people with good developable land and helps ones with marginally
developable land. For example: a landowner with ten acres of poorer land
would receive certificates worth the same as a landowner who owned ten acres
of prime development land.

- Elimination of the option to develop a limited number of single family
detached lots can severely limit farmers who traditionally have developed
a few lots to cover extraordinary farm expenses.

- Often can make developers build less dense (fewer floors) than now because
the marginal profit per each additional unit declines but the TDR values
per unit remains constant.

- Creates a transfer of wealth from consumers of floor space to owners of land
in the development area and the owners of existing buildings.

- Loads entire burden of land preservation on future home buyers.

- Conflicts with national housing policies aimed at increasing the supply of
low-cost housing.

- If compulsory, it may become illegal. If voluntary, you get 'mo real' land
use control.

- The system can only work on a township basis due to politics of transferring
wealth across township lines and can cause ''leap-frogrdevelopment when done
on a local level.

C. Fee Simple Purchase/Transfer. This simply involves government or private group
purchase of land then lease or sale back to farmers with land use restrictions added.

Example: Saskatchewan has a land bank which purchases land and then leases it back
to farmers (often the same farmer who sold it). The farmer's descendants automatically
have first option on the land. Lease fees cover taxes. Farmers can buy the land back
at the end of each five year period. It should be noted that, unlike Maine, Saskatch-
ewan farmers couldn't find land buyers when they wanted to retire.

Advantages:

- Provides immediate one-time financial aid to farmers.
- Assures farmers a retirement while allowing easy entry to farming by
young people.

Disadvantages:

- Not popular with farmers unless they now lack a good land market.
- Transaction and other costs high.

D. Land Trading. This is the process of trading publicly-owned lands for privately
held prime farmlands. The land is then either sold or leased back to farmers with
restrictions added.
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Example: Although proposed in several areas, no states are employing this
method.

Advantages:

- Little cost in a state with an abundance of publicly-owned land.
- Voluntary.

Disadvantages:
- Assumes willingness to trade, and may be hard to administer.

E. Zoning. This method involves traditional zoning complemented by exclusive
agricultural zones.

Example: Many states have this type of zoning; Hawaii has probably been the
most successful. Their success is largely due to the fact that zoning is state-wide
and land-use changes require a permit by a state commission. Michigan has developed
a technical manual for its communities to use to implement agricultural zoning.

Advantages:
- Can be effective and is familiar.
- Uses knowledge of land capabilities. (Is comprehensive.)

- Can include '"buffer'" zones between agriculture zones and built-up areas.

Disadvantages:

- Poor public image.

- Requires much public support and commitment.

- Often can lead to no growth situations which can be exclusionary and
illegal.

- Can cause severe reduction in tax base, especially in rural communities
that have a high proportion of agricultural valuation.

F. Positive Urban Approaches. These approaches include those public programs and
policies that encourage centralization and include programs which:

Reward developers for cluster developments.

Levy a ''site value'" tax and otherwise encourages development of good sites.
Alter city taxes by increasing taxes on land and reducing taxes on improvements.
Assist developers in acquiring permits to develop in planned growth areas.
Provide public support to multi-family housing.

Provide for cheap developable lands. Some suggest a land bank like
Saskatchewan's to buy the developable land (instead of farmland) and make it available
to developers at reduced costs.

DU AE NN =

G. Tax Manipulation (non-property).

1. Inheritance Tax. By reducing inheritance taxes on farmlands, farms may be
less likely to be broken up. A penalty for eventual 1land-use changes can be added.
To prolong development, the penalty can be graduated from a very high level down to
a low level over time. See special inheritance tax report.

Advantages: Reduces chances of heirs being forced to sub-divide the
farm to pay inheritance taxes.

Disadvantages: Farm estates may not settle for years if the tax isn't
substantial.
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2. Capital Gains Tax. This method provides for a graduated capital gains
penalty tax on short-term landholders. The penalty usually decreases rapidly over
time.

Example: Vermont's 1973 capital gains tax has reduced land speculation.
The penalty for short-term landholding is extreme (70% at 6 months) but reduces
rapidly, reaching zero at the end of six years. Montana has added a twist by
exempting all residential properties from the law.

Advantages: Discourages short-term speculation.

Disadvantages: Costs are often passed on to new home buyers.

3. "Circuit Breaker'" Tax. This law allows farmers to reduce their total tax
load if property taxes exceed a certain percent of their total income. In return,
farmers sign a contract assuring that the land use does not change.

Example: Michigan allows farmers to contract with the treasury to review
income tax credits if their property tax exceeds 8% of their total household income.
The land-use contract is for ten years.

Advantages:
- Credit tax relief to only those that need it.
- Helps family farms.

- Assures equitable farm tax burden.

Disadvantages:

- Reportedly not very effective.

4. Other Tax changes include any which will discourage ''tax loss' farming.
Current income laws encourage non-farm investment in farming as a method of reducing
tax liabilities created by income from other sources. See tax loss farming report.

H. Land Use and Development Review. These methods include any review processes that
require permits. These processes, by changing public policy, can include stronger
farmland consideration. These programs range from special review processes like A-95
to complex processes that resemble zoning.

Example: Vermont requires all developers to get permission from the state
environmental board. The California Coastal Zone Conservation Act of 1972, a state-
initiated, regionally-planned, regulatory system, gives the state coastal zone
conservation commission ultimate regulating power. The commission members must have
certain scientific and occupational backgrounds.

British Columbia has instituted a complex land-use control system. The system
used commodity price control and a development freeze to entice support. The province
has the authority to buy or zone agricultural land. Once zoned, there are few appeals
for variances due to the '"multi-level bureaucratic nightmare' of the appeal procedure.
Parcel sizes, economic viability, and market condition are all intentionally removed
as considerations. Proponents claim farmland savings of about 40,000 acres in its
first five years (11.5 million acres total cropland base).

I. European Methods. European agriculture is entirely different from American
agriculture. Their agriculture is heavily subsidized with most commodity prices being
controlled. Except for a very few items such as butter, there are no surpluses.
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Surpluses that do occur are 'dumped" onto the East European market. Most countries
have extreme import tariffs on all products. Europe and Russia are the world's
largest importers of agricultural commodities. As a percent of their needs,
European countries grow very little of their food. Due to the high cost of food,
Europeans still retain the practice of seasonal buying.

Except for a few areas, farm units are so small that the entire units are used.
Most farms are diversified and, except for the low countries, use tremendous amounts
of fertilizers and other non-land imputs.

According to Johannes Delphendahl, "The European experience is not applicable to
the United States. They have a 2,000-year history, a high population density and a
severe food shortage'.

""European systems for land-use control and planning are highly centralized,
administratively run, and politically managed. There is very little judicial inter-
ference in those systems."

Examples: Sweden and Switzerland have tough land-use zoning. Sweden has a law
which does not allow agricultural land to be used for other purposes. Great Britain
has an active "quasi' public land trust which buys land and leases it back to the
farmers. Nationally, nearly 400,000 acres are involved. Germany's main land-use
reform involves consolidation of scattered heirship properties into efficient farm
units. Programs redistribute the holdings of entire communities with regard to
soils. Once reorganized, the new owners qualify for low-interest loans to build
homes on the 'mew'" farms. Often redistribution programs include very complex farm
management practices such as irrigation systems. O1d village homes are then remodeled
and sold to newcomers. Germany's agricultural zoning is strict. Variances are given
only if land is needed for another use. When subdivision is approved, the lot prices
are politically established and the subdivision must be filled before another one is
approved. France, unlike the rest of Europe,has more land and more specialized farms.
Population pressures are slight. France has a program called '"presumption' whereby
the state, by eminent-domain-type methods, acquire first refusal rights on all land
they want to preserve. Massachusetts has a similar law but it has not been used yet.
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LAND-2
EXERPTS AND SUMMARY

STUDY OF NON-POINT AGRICULTURAL POLLUTION*
SNAP

The Study of Non-Point Agricultural Pollution (SNAP) was spon-
sored by the Maine Soil and Water Conservation Commission, the
Maine Association of Conservation Districts, the Maine Department
of Environmental Protection, and the Maine State Planning Office,
and endorsed by Maine's Regional Planning Commissions. The study
made it possible for Maine's 16 Soil and Water Conservation Dis-
tricts to appraise and report individually on the three major
non~point sources of agricultural pollution: soil erosion, animal
manure, and chemicals. The statewide appraisal summarizes the re-
ports prepared by the Conservation Districts. Copies of individual
Soil and Water Conservation District reports may be obtained from
District Supervisors (see Appendix C).

In addressing soill erosion and the resulting sediment as an
agricultural non-point source of pollution, only fields at least
10 acres in size and used for row crops at least once in the past
5 years were studied. Limited funds and time prevented inventory-
ing fields with less than 10 acres used for row crops. Fields
smaller than 10 acres are important to agriculture in Maine, but
most of the commercial row crops are grown on larger fields.

SNAP is a unique appraisal in that it is site specific. Rates
of soil erosion were determined for each cropland field and identi-
fied on aerial photographs. This permits Conservation Districts to
direct their limited resources to the worst problem situations on a
priority basis. Fields with the highest rates of soil erosion tend
to contribute the largest amounts of sediment pollution to surround-
ing waters.

Animal manure is a major source of non-point agricultural pol-
Jution in Maine. This appraisal 1dentified farms with over 10 an-~
imal units; their locations are indicated on accompanying maps.

The amount of manure produced in a given watershed directly influ-
ences the potential for non-point source agricultural pollution.

A growing number of farmers have developed manure recycling plans
and constructed appropriate handling facilities meeting United
States Department of Agriculture Soil Conservation Service Field
Office Technical Guide criteria to prevent or limit water pollution.
Farms with plans and facilities also have been indicated on the
attached maps. To control non-point source agricultural water pol-
lution, Soil and Water Conservation Districts will draw on this
information in directing technical assistance to farmers with the
largest concentration of animal units adjacent to bodies of water.

*Soil Conservation District - UsDA

Under the authority of River RBrsin Surveys and Investigationms,
Section 6, Public Law 83-566, 68 Stat. 666 (l6 U,S.C, 1006)
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Pesticides and chemical fertilizers are essential to the
production of food and fiber in Maine. These farm chemicals,
however, have been identified as a third major source of agri-
cultural non-point pollution. This appraisal has attempted to
identify the types and amounts of agricultural chemicals being
used within specific watersheds, based on the types and acres
of crops grown. The potential for water pollution is related
to the types and acres of crops grown in a specific watershed.
This information should provide guidance for future studies de-
signed to specifically identify chemical pollution by monitoring.

The timing and quantity of fertilizer and pesticide use was
considered. Also evaluated were sources of spray water, the fa-
cilities for mixing pesticides, and chemical container disposal
methods.

The development and implementation of complete soil and
water conservation plans by farmers is fundamental to solving
non-point agricultural pollution problems. Plans should repre-
sent each farmer's decisions based upon USDA's Soil Conservation
Service (SCS) Field Office Technical Guide criteria for control-
ling soil erosion, recycling animal manure, and proper use of
pesticides and fertilizers.
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SUMMARY

This three-part report discusses three sources of agricultural
non-point pollution. Part I discusses the causes and effects of
soll erosion and possible treatment. Part II discusses animal ma-
nure: the amount produced, disposal techniques, and water quality
considerations. Part III discusses the use of agricultural chemicals
and their impact on water quality.

Sheet and rill erosion on Maine's 302,742 inventoried acres of
cropland averages 6.0 tons per acre per year and generates over 1.8
million tons of eroded soil annually. Approximately 15 percent of
this eroded soil finds its way into Maine's waters as sediment.

The most extensive cropland erosion problems are in the central
part of Aroostook County. Nearly all gully erosion is in the east-
ern, central, and northern parts of Aroostook County. Cropland in
the Knox-Lincoln Soil and Water Conservation District has the high-
est average per acre soil loss rate in the State, although the
acreage involved is relatively small.

About 60 percent of the State's cropland needs conservation
treatment to reduce soill loss to tolerable levels. Any acceler-
ated conservation program must consider the economic impact on
the farmer. Increased technical and financial help are needed to
assist farmers in achieving land and water quality goals.

Approximately 2 million tons of animal manure are generated
annually by approximately 166,000 animal units in Maine's 16 Soil
and Water Conservation Districts. Improper storage of manure
during the winter months and during periods when spreading would
injure crops or prevent grazing is a major factor contributing to
water pollution., Orly 60 of 2,802 farms were identified as having
animal manure recycling plans and animal manure storage facilities
meeting SCS Field Office Technical Guide criteria.

Manure spreading practices and large numbers of livestock with
direct access to water bodies were identified as potential sources
of pollution on some farms.

Recycling plans are needed for all livestock enterprises to
help farmers handle and store manure properly. Additional finan-
clal assistance is needed to encourage farmers to build needed
manure storage facilities to prevent or reduce pollution of water
bodies.
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Chemical fertilizers and pesticides are essential in meeting
the Nation's current food and fiber needs. Most agricultural op-
erations use such chemicals according to label instructions and
only in the amounts necded; however, the amount of toxic material
used is increasing.

The potential for misuse and chemical accidents is also in-
creasing. There have been incidents of pollution from agricultural
chemicals in most areas of Maine. Problems occur in proportion to
intensity of agriculture.

An evaluation of reported fishkills shows most have been caused
by improper handling of pesticides. Biological magnification has
occurred with some persistent pesticides used in the past. The
greatest unknown of chemicals used in modern agriculture is the
effect of two or more chemicals reacting together in the environment.

Nitrogen is highly soluble and represents a potential threat to
human health in drinking water. Phosphorus contributes most to algae
blooms in lakes and ponds and accelerates eutrophication.

Satisfactory methods must be found to properly dispose of pest-
icide containers and other agricultural waste to prevent contamination.

Economic benefits and environmental costs of using agricultural
chemicals should be more thoroughly examined. Information about safe
use of pesticides is being offered to the public as it becomes avail-
able.
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TABLE 1 - TOTAL SOIL LOSS AND AVERAGE PER ACRE LOSS ON INVENTORIED
CROPLAND IN MAINE'S SOIL AND WATER CONSERVATION DISTRICTS

Soil and Water

Total average sheet

Conservation Cropland Average soill loss and rill erosion
Districts (acres)l (tons per acre per year) (tons per year)
Central Aroostook 144,954 6.9 1,000,000
Southern Aroostook 52,404 4.1 215,000
St. John Valley 48,920 6.9 338,000
Penobscot County 13,7565 4.4 60,000
Kennebec County3 7,810 5.5 42,000
Somerset County 7,245 7.1 51,000
Androscoggin Valley 6,603 7.2 47,000
Oxford County 6,041 2.7 16,000
Cumberland County% 3,890 4.1 16,000
Waldo County 3,206 5.6 18,000
Piscataquis County 2,687 5.2 14,000
Franklin County 2,434 2.3 5,000
York County 2,223 5.1 11,500
Knox-Lincoln 354 13.3 4,700
Washington County 160 1.9 300
Hancock County 46 8.9 400
Totals 302,742 6.0 1,838,700

1 Figures are only for fields 10 acres or larger except for Cumberland and Kennebec Counties.

Average soill loss and average sheet and rill erosion figures vary slightly from District

reports because of rounding.

3 Includes 950 acres of fields smaller than 10 acres with soil loss problem.

b Tncludes some fields smaller than 10 acres in size.
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TABLE 3 - FACTORS INFLUENCING SOIL LOSS

Total Percent Factors producing
Totall cropland of excessive erosion

Soil and Water cropland acres total Up and
Conservation acres needing in Steep Long Poor down hill
Districts inventoried treatment S&WCD slopes slopes rotations planting
Central Aroostook 144,954 99,500 69 36,294 45,718 26,018 20,678
Southern Aroostook 52,404 17,526 33 10,297 7,653 3,775 6,273
St. John Valley 48,902 30,607 63 17,503 17,099 6,443 9,786
Penobscot County 13,765 7,560 54 2,294 2,407 1,733 1,720
Kennebec County3 7,810 4,045 52 1,269 1,803 931 1,191
Somerset County 7,245 5,400 74 131 2,173 1,462 4,315
Androscoggin Valley 6,603 3,707 56 2,096 2,551 2,139 1,074
Oxford County 6,041 342 6 186 322 330 181
Cumberland County4 3,890 1,475 38 645 520 170 148
Waldo County 3,206 2,137 67 514 474 1,615 1,004
Piscataquis Ceunty 2,687 1,300 48 323 394 583 -—
Franklin County 2,434 183 3 52 61 60 10
York County 2,223 1,150 52 388 766 357 42
Knox-Lincoln 354 313 88 105 299 146 100
Washington County? 160 12 8 - 12 12 -
Hancock County 46 34 74 - 24 34 10
Totals 302,742 175,291 58 72,097 82,276 45,808 46,502
lCropland inventoried was on fields 10 acres in size or larger unless otherwise indicated.

2A combination of factors influence soil erosion on most fields.

3Includes 950 acres in fields less than 10 acres.

AInclude‘s some fields smaller than 10 acres 1in size.

5A large part of Washington County's erosion problem is on blueberry land which was not
inventoried as part of this study.
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TABLE 4 - NUMBER OF FARMS WITH OVER 10 ANIMAL UNITS (AU) AND THE NUMBER
OF AU IN MAINE'S 16 SOIL AND WATER CONSERVATION DISTRICTS

Number of farms

Soill and Water with over 10 AU Number of AU
Conservation Non- ’ Non-

Districts Poultry poultry Total Poultry poultry Total
Androscoggin Valley 31 270 301 13,550 10,645 24,195
Central Aroostook 1 59 60 65 1,930 1,995
Cumberland County 46 181 227 1,850 7,400 9,259
Franklin County 14 123 137 1,403 4,227 5,630
Hancock County 8 31 39 1,063 520 1,583
Kennebec County 134 235 369 11,868 16,510 28,378
Knox-Lincoln —_— 157 157 - 5,260 5,260
Oxford County 7 113 120 975 5,974 6,949
Penobscot County 33 159 192 3,984 11,118 15,102
Piscataquis County 2 57 59 120 3,880 4,000
Somerset County 61 337 398 7,150 13,005 20,155
Southern Aroostook — 92 92 - 3,037 3,037
St. John Valley 1 63 64 12 1,502 1,514
Waldo County 167 203 370 18,882 11,251 30,133
Washington County 4 30 34 318 1,007 1,325
York County 31 152 183 3,295 4,670 7,965

Totals 540 2,262 2,802 64,535 101,936 166,471
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TRANSPORTATION AND MAINE AGRICULTURE

It 18 transportation, more than
any other factor, that makes vossihle
a modern economu. If no transportation
between cormmities existed, each would
have to be self-sufficient: cottage or
home industries would prevail; a barter
economy would exist; and the standard
of living would be at a subsistence level,
since man would be devoting full time to
providing the basic necessities of life.
The development of various modes of trans-
portation has determined the location of
etties and industries, made industrial
and agricultural specialization possible,
and reduced social and political barriers.

-——~ American Farm Bureau

INTRODUCTION

It has been a consistent national policy that what the American farmer
raised for market should get to the market place as quickly and as inexpen-
silvely as possible.

The Agricultural Marketing Act of 1937 declared that '"the disruption of
the orderly exchange of commodities in interstate commerce impairs the purchasing
power of farmers and destroys the value of agricultural assets which support the
national credit structure . . ."

A 1975 Farm Bureau report on '"Transportation and Agriculture' states:

During the past three or four decades, American farmers
and ranchers have combined science, technology, and hard work
to achieve the most remarkable increases in food and fiber
production and productivity found anywhere in the world. But
Americans and others throughout the world are still asking
for more. Agriculture is willing to respond, consistent with
its own interests, but it must have an efficient and dependable
transportation system to deliver production imput items to the
farms and the fruits of production through the marketing and
distribution system to the consumer.

Host agricultural products have little demand at the point
of production or even at the point of processing. It is not
until they are transported to the consumer that they reflect
the full value represented in farm prices. All of the best
efforts made in production will be lost if the distribution
system breaks down or is given too little public policy con-
sideration.

A report by the Governor's Committees on Potatoes, Poultry and Dairy, some
years ago, declared that "Transportation problems facing Maine Agriculture rate
high priority in any discussion of its future economic well-being. Because of
geographical disadvantages, high transportation costs for imported feeds, grains,
fertilizers and other commodities place Maine farmers in an unenviable competitive
position."
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Maine is more vulnerahle to transportation crises than other areas because
of the State's "end of the line'" geopraphical location. Our interstate highway
system is limited, our rail system is fragmented and one line is bankrupt. In- !|
land waterways are not accessible and ocean transportation of farm commodities
for domestic markets has not proven feasible.

The railroads' share of fresh potato shipments dropped from 85 percent in
1955 to less than 1 percent for the 1977-78 crop year. Concurrently with this '
decline, shippers have come almost entirely dependent on trucks. Nearly all
highway shipments are by exempt commodity carriers--with close to 90 percent
of the hauls by truckers based out of state. Because of such factors as energy
costs, truck rates, distance, deadheading, and weather the potato producing
region in Northern Maine faces perennial shortages. i

This decline in rail shipments of potatoes relative to trucks followed,
rmenerally, a pattern in the transportation of vegetables as a whole. A recent
report commissioned by the Federal DOT, "A Long-Term Study of Produce Transport-
ation'" (Manalytics, Inc., December 1977) concluded that by the mid-1980's I
railroads will have essentially no share of the produce traffic.” The report :
continued

Vithout standby rail service, the wide fluctuations in
truck rates Dbetween peak season and off-season that already
cause serious dislocations among owmer-overators and fleet
owners will be exacerbated.

The withdrawal of the railroads form the produce market,
coupled with the annual replacement for the truck fleet and
the normal growth in total produce traffic, will require an

. annual investment of at least $240,000,000 for at least
4,000 newv tractors and trailers.

On the other hand, Maine's poultry industry, our largest user of livestock
feed--consuming more than two-thirds of a million tons of feed each vear--is
almost wholly dependent on rail imports from the mid-western grain belt. Ninety-
elght percent of our grain is imported, more than ninety percent of which is
shipped by rail. This is the reason Maine poultrymen are highly sensitive to
all factors affecting transportation, especially rail rates.

The poultry industry experiences periodic shortages of rail cars and
reasonable transit times. Since local storage facilities do not permit more
than three to five days of reserve grain supply, any disruption of rail shipments
can have a disastrous effect. During recent winters grain cars from the midwest
have sometimes been enroute 20-30 days--three to four times the normal transit
time. And the very survival of our broiler and layer flocks is extremely vulner-
able to inconsistencies in the availability of feed.

The State has, for years, strongly protested to the I.C.C. concerning dis-
parities in rates which Maine feed grain users pay compared to those paid in the
Southeast. The 3 car rail rates for corn to Augusta, Maine and to Atlanta, Georgia,
as of December 1978 were $23.02 a ton here and $9.21 a ton in Georgia--a difference
of $9.57. Since 1972 the disparity in 3 car rates between the two regions has [
widened alarmingly, almost doubling.

From From From Difference

Percent Toledo to Toledo to St. Louis to Relative

Ex In- Augusta, Me. Boston, Ma. Atlanta, Ga. To South
Year Parte crease Miles 890 Miles 759 Miles 601 Augusta Boston
1972 281 —— $12.40 $10.30 $4.92% +$ 7.35 +$5.37
1978 357 9.0 23,02 18.78 9.21 13.81 9.57
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Nevertheless, there can be no denving that the railroads of the country
are in deep financial trouble, and Maine's lines are inevitably affected by
the economic health of the rest of the rail industry. Since the 1890's our
railroads have been in close partnership with Maine farmers. They have had
a long history of innovative and efficient service to the State's agricultural
industry.

Today, however, with trucks "in the driver's seat" with respect to most
Maine farm commodities, concern is focused on truck-related issues and policies:
energy, road conditions, weight and safety regulations and problems of deadheading,
to name a few.

A PROFILE OF MAINE'S TRANSPORTATION SYSTEM

Highways and Trucks

In 1978 Maine had 21,741 miles of highways, nearly 90 percent of which is
rural. 1In 1967 more than 92 percent of the State's highways and streets were
paved.

The ratio of highways to population places Maine third highest in New
England: about 20 miles per 1,000 population. Only 17.5 percent of Maine's
total highways and streets are a part of the State primary system and only 8.9
percent are a part of the Federal Aid primary system, including th 318 miles
of Interstate 95.

The Commission on Maine's Future has estimated that more than 70 percent
of Maine's population lies within a 30-mile wide I-95 corridor. Rough calculations
also indicate that 2,400 of the State's 7,600 farms are in the same corridor, with
about 32 percent of the State's farmland. While 70 percent of the population is
within the corridor only 10 percent of these represent farm families. The
Commission concluded that "With limited mass transit available only in the larger
cities, with rail service limited, slow, and in some cases more expensive than
other modes of transportation, with long commuting distances inherent in the
State's rural character, and with Maine business and industry heavily dependent
on trucks, it is not likely that Maine can easily or quickly shift its emphasis
away from highways."

The farming community has long pushed for a more adequate highway system
not only to gain ready and safe access to markets, but to help stimulate new
agricultural enterprises. However, the development and improvement of Maine
highways 1is rarely in response to economic need. Traffic volume, accident
patterns and other safety factors are the normal cirteria. A case in point
is the long-recognized need for an extension of I-95 north of Houlton. There
are not only safety concerns with respect to U.S. 1 through the Aroostook potato
region, but general highway limitations --two lane traffic, narrow widths, hills
and curves--discourage needed potato truckers from traveling into the County.
Distance is, of course, a major factor, but distance can be modified by time--
wvhich is one of the exempt truckers' prime considerations.

The absence of adequate east-west highways within the State is also a
concern. Again, roads have been built to reflect north-south traffic flow.
But to rural citizens in both eastern and western sections of the State, the
old saying is true that "you can hardly get there from here.'" What is said
of U.S. 1 in Aroostook is every bit as true for such routes as U.S. 2 and
Maine State 6 and 9.

This concern for east-west intrastate routes does not carry over to a
major regional east-west interstate highway. A direct Bangor to Amsterdam,
New York throughway, often proposed, does not appear to offer significant
advantages for either the farm or non-farm population.
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The present poor surface conditions of much of Maine's highway system |
ig obvious not only to the traveler but to the revenue-starved Department of
Transportation.

with the exception of feed grain importations, most of Maine agricultural
products today are transported by truck--either exempt, contract or private.
The volume hauled by regulated carrier is low because of the exemption of un-
processed farm commodities under the Interstate Commerce Act.

Reference has already been made to the shift from rails to trucks in the
transportation of fresh potatoes. This has aggravated the seasonal truck short-
ages which the Maine potato industry has experienced for years. During the 1977-
78 shipping season shortages were reported 55 percent of the time. Supplies were
short every shipping day during the months of March and April 1978.

During early 1978 a special committee of the Potato Commission received a
$45,000 USDA market improvement grant to study alternate methods of hauling po-
tatoes. Much of the effort expended during the early months of last year involved
rail-truck transfers in Portland and Boston. To date a feasible inter-modal system
(with accompanying industry commitment) has failed to materialize.

In the meantime, with its growing dependence on trucks, the farm community
feels threatened not only by increasing energy costs and potential fuel shortages,
but by such governmental policies as reflected in a recent proposal of the Fed-
eral DOT's Bureau of Motor Carrier Safety to change its "hours of service" rules.
The potato industry, especially, protested that more stringent rules would worsen
an already precarious situation.

Railroads

Maine is served by three major rail lines, the Boston and Maine (B & M),
the Maine Central (MEC) and the Bangor and Aroostook (BAR). The first two
interchange at Rigby Yards in South Portland, and the latter at Northern Maine
Junction near Bangor. In addition, there are 300 miles of Canadian lines in
Maine. Tor years the Maine roads were characterized by 'paper, pulp, and potatoes.’
During the past decade, potatoes have dropped out of that alliterative phrase. i

Maine Central has about 800 miles of track, Bangor and Aroostook nearly
550, and the Boston and Maine less than 50. Compared to many other railroads of
the U.S., the MEC and BAR are small lines which have survived economically because
of specialized products. They differ from other New England roads, also, in that
they are primarily originating rather than terminating lines.

NDuring the past 10 years a great deal has been said about the merger of
the three U.S. roads serving the State. Lengthy and sometimes bitter struggles
have gone on between MEC and the Amoskeag Corp. which owns the BAR and controls
about one-third of MEC stock. Maine agricultural leaders have, from time to
time, supported merger--a step which clearly appears advantageous to farm
marketing even with the rails' loss of fresh potato traffic. 1In 1971 a question-
aire was sent to potato growers, dealers and processors and to feed grain plants
in the State to solicit opinions about merger. Of those who responded--53 percent
of the solicitation--58 percent said a consolidation of MEC and BAR could result
in better service to their business. Sixty-three percent went on to say the in-
clusion of B&M 1in such a consolidation was "essential". A report, based on
questionnairel responses, concluded that "while some dissatisfaction with a merger
is indicated, the majority of the response was favorable . . ."

1. "Railroad Transportation Service to Maine Agriculture. The Amoskeag
Application', a report to the Maine Agricultural Advisory Council,
September 1, 1971.
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The major agricultural products now hauled by the Maine railroads are corn
and soybean meal for the use in poultry rations. Reference has already been made
to the ongoing feed grain rate debate in which Maine has long been involved. TIs-
sues surrounding this debate deserving further comment are:

1. The ICC proceedings "Feed Grains to New England” (Docket No. 35786)2,

2. The market dominance provisions of the 1976 Railroad Revitalization
and Regulatory Reform Act3.

3. The ICC proposal to exempt agricultural commodities from rail regulations.

Feed Grains to New England:

It was nearly six years ago that the New England Grain and Feed Council
(through its agency RATES, Inc.), and the New England Governors, the Northeast
State Departments of Agriculture and regional farm organizations initiated a case
before the ICC charging the unlawfullness of feed grain rates to New England.
Following lengthy testimony the ICC presented its preliminary decision in early 1976.
This was appealed to the full Commission. 1In February 1977 a final decision was
made which acknowledged that '"with respect to broiler, egg, and milk production
trends generally, the Northeastern states have faired poorly when compared with
the Southeast."

The ICC, thereupon found it "unjust and unreasonable' for the Fastern
Rajlroads to not establish 10 car shipments of corn and ordered such rates "at
levels sufficient to provide adequate revenue for service while also furnishing
an inducement to movements in larger shipments". The Commission also declared
that "future across-the-board increases could become harmful to the Northeast'.
In two of the three general rate increases since this decision the ICC has placed
a hold-down on feed grain rates to New Ingland.

While the 1977 decision was a step forward, the New England petitioners
felt it did not address many issues in the case, and so in April 1977 appealed
to the U.S. Court of Appeals for the District of Columbia. A decision in that
appeal is still pending.

Market NDominance:

The 1976 law provided that market dominance holds if a transportation mode
handled 70 percent or more of a specific commodity tramnsported in an area during
the previous year. The application of the provision would limit the railroads'
otherwise liberalized rate~making authority. The so-called 4-R act allows roads,
where there is no market dominance, to raise or lower rates up to 7 percent, on
their own. Clearly the railroads do haul more than 70 percent of feed grain
traffic into the State. This fact has been a significant issue not only in rate-~
making procedures, but in support of the position of New England agriculture
that feed grain rates to the region are discriminatorv. TEfforts have been made
to remove the market dominance concept, but to date have been unsuccessful. How-
ever, because of debate about ICC's definition, there has been very little impact
from the provision.

Apricultural Exemption for Rails:

Trucks have been exempt from rate regulations on agricultural commodities
since the 1930's. The ICC proposed last Spring to extend this exemption to the

2. See University of Connecticut's Research Report 48, "Recent Nevelopments
in Feed Transportation to New Fngland'", December 1977.
3. 1Ibid.

-xxiii-



railroads. The Maine Departments of Agriculture and Transportation supported

this action except for feed ingredients. They cited the NDOT-Manalytics report--
mentioned above--which documented the steady decline in such shipments, with the
expectation that unless innovative steps are taken, all fresh produce traffic will
disappear from the rails by early 1980's. In a preliminary decision released
December 6, 1973, the ICC gave notice of such deregulation for fruits and vepeta-
bles, but not feed grains. William Fernald of Maine's DOT has said he believes
"the railroads will have less interest in agricultural products under a deregulated
transportation system than they have under the regulated system . . ." This may
not be true if there is a real attempt at negotiating inter-modal traffic--as the
potato industry 1is presently considering®.

No discussion of rail transportation would be complete without mention of
enerpy. A great deal has been written Iin recent vears concerning the relative
enersy efficiency of the raillroads and trucks. A report recently released by the
Apricultural Engineering Department at Orono5 notes that transportation repre-
sents three percent of the energy used in the total "food cycle" (from production
to consumption) which, in turn, is just five-tenths of one percent of the total
energy used in the United States. Trucks consume more than five times the BTU's
per ton-mile than the railroads.

One recommendation of the report calls for efforts 'to upgrade rail service
to the agricultural sector to provide usable rail transportation for agricultural
products and supplies."”

Wa ter

There are periodic studies and proposals for transporting farm commodities--
especially feed grain--into Maine by water. Perhaps the most ambitious was that
by the Water Transport Association in 1971. It envisioned the hauling of grain
on the Great Lakes from Toledo to New York State on self unloading ships and
"exploding' unit trains into New Fngland. The WTA maintained such a system could
reduce rates at the time by as much as 35 percent. An informal hearing was held
by the ICC, but no action taken., The current proceeding on "Feed Grains to New
England” grew out of the frustration which the feed mixers of the region felt
following the water hearing.

In 1976 a further proposal was made for utilizing the St. Lawrence with
unloading at Riviere du Loup and railroading to Southern Maine. Extensive rate
investipations have found this route to be uncompetitive.

It is true that the lack of competition for the railroads have worked against
a more reasonable feed grain rate for Maine. The Eastern Railroads have, them-
selves, conceded that lower rates in the South are due to inland waterways. And
in the early 1960's Lipman Poultry of Augusta brought grain up the Kennebec by
barpe--and soon received lower rail rates, thereby negating the brief barge advantage.

To date, however, no permanent water alternative has been found for the im-
portation of feed grain by rail.

Transportation is a major ingredient in a sound agricultural economy. The
concern of Congress as well as that of farmers and farm organizations has not
diminished across the years. But today this issue seems even more critical. Tt
was in answer to this that Congress recently enacted legislation directinps the
Secretaries of Agriculture and Transportation to lay out a blueprint for a trans-
portation system adequate to meet ''the essential needs of the agricultural industry
of the United States.'" What the direct impact of such a project may have on Maine
is a matter of speculation. It does reflect an urgent national concern which
parallels a concern in Maine. )

4. See Fernalds 11/27/78 memo to David Shaw.
5. Smith, Norman et. al., "Energy Use in Maine Agriculture', UMO's Ag-Engineering
Dept., January '79.
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ENERGY USE IN MAINE AGRICULTURE

AGRICULTURE IN THE NATIONAL SCENE

U.S. Agriculture is energy intensive, and like the USA as
a whole, it is also very productive. Net exports of agricultural
products amounted to over $27 billion in 1977-78 and formed the
brightest part of the U.S5. trade picture.

Agriculture produces almost all the food we eat, and a
percentage of our fiber needs in the form of cotton and wool.
Almost 400 million acres of land are in use nationally for agri-
culture. Food production on these lands consumes about 3% of the
total energy used in the USA. However, by the time food reaches
the consumer's table it has cost approximately 16.5% of the energy

used in the country. The breakdown is roughly as follows:

% of % of

Focd Cycle Energy Total U.S.

Function Use Energy Use
Agricultural Production 18 3.0
Food Processing 33 5.5
Transportation 3 0.5
Wholesale & Retail Handling 16 2.5
Preparation and Cooking 30 5.0
100 16.5

More energy is in fact used on preparing food in the home and
and in institutional kitchens than is used in producing it.
Closer examination of the energy consumption in our food

cycle reveals further startling facts.

-~ About one third of the energy input to agricultural

production is in the form of natural gas, most of this
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for fertilizer production, and most of the energy used
in fertilizer production is for nitrogen fertilizer.
However only 3% of all U.S. natural gas is used for
agrigultural production, including fertilizer.

- Whenjfood was produced by a much less mechanized agri-
culture it was produced for considerably less energy
per unit. For instance almost four times as much energy
goes into producing a bushel of corn than was the case a
century ago. However the corn still contains 2.25 times
more energy than we expend in producing it. The additional
energy in the corn is solar energy fixed by the corn
plant through photo synthesis - the process which uses
sunlight to combine carbon dioxide from the air and water
from the soil into the starches, sugars, cellulose, etc.
contained in the plant. Carbon dioxide is everywhere in
the air but soil water is a scarce commodity in parts of
the U.S.

- About 40 million acres of agricultural land are irrigated
(10% of the total) but energy used for irrigation is
about one eighth of all energy used in agriculture or
about 0.4% of total U.S. energy use.

- Meat production is very energy intensive. Meat always
provides less energy than was consumed by the animal from

which the meat came. Different forms of meat have very

different energy input:output ratios:

Approximate
Animal Energy Input:Output Ratio
Range fed sheep 2.3:1
Range fed cattle 4.6:1
Feed lot cattle 15:1
Broiler chicken 5:1
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However,we do not generally purchase or consume meat
for its energy content but for its contribution to our
protein requirements and for the satisfaction of eating
it.

~ Many of agriculture's products are perishable and need
to reach the consumer quickly, either from the field or
storage. Transportaticn of fresh food products is usually
by truck or air because of this. Rail or barge transport
is much less energy cogsuming per unit but is often too
slow for food transportation. The relative energy con-

sumption figures for the different transportation modes

ares
Transportation mode BTU/ton mile .

Air 42,000

Truck 3,800

Rail 670

Barge 680

A California lettuce consumed on the East Coast contailns

about 240 BTU of food energy. Producing it in California
expended about 1600 BTU, while shipping it across country

takes as much as 4500 BTU. However once again we must

admit that we do not purchase lettuce for its energy content.

The list of "startling facts" about our food system could go
on but those just discussed serve to illustrate that energy

balance considerations are not the driving force in the food

cycle, nor except in special instances are they likely to be.
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Farmers grow food for profit, not for energy efficiency. We
purchase a food product for many different reasons, generally
without regard for the products energy content and almost always
without regard to its énergy cost. However as energy costs
increase and have a secondary effect on prices our attention may

be caught and our buying habits may change.

MAINE AGRICULTURE IN THE NATIONAL SCENE
Maine has about 400,000 acres of tillable land, only one

tenth of one percent of the national agricultural acreage. Never-

theless Maine's agricultural production is important to the
Northeastern quarter of the U.S. About 12% of the nation's potatoes
are produced in Maine. A good percentage of the broilers and

egg§ consumed in the Northeast are produced in Maine and the staté
is a net exporter of other agricultural products such as apples

and blueberries. |

However on closer inspection a number of additional facts

appear.

- Cash receipts in Maine agriculture have declined about 6%
since 1976 while other New England states have increased
or held steady.

- The Maine potato industry, which is concentrated in the
northern section of the state, is in a period of declining
production. Acreage is down 14% since 1974. Potatoes are
sold on markets in the eastern and east central portion of
the country, giving Maine an advantage in potato marketing
of being close to its market outlets. Adequate rainfall

in the potato growing area makes irrigation unnecessary,
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although depending on natural rainfall has some disadvan-
tages as was demonstrated in the dry summer of 1978.

The potato industry is a heavy user of commercial
fertilizers, all of which are transported from outside
the state. Over a hundred thousand tons annually are
utilized by the potato industry.

Potatoes are shipped to market by truck, a recent change
from the rail transportation which was used previously.
Trucks now account for almost the entire shipment of
potatoes to market.

Since the Maine potato growing area is situated in the
northern part of the state, unit energy costs are high,
partly due to the transportation distance involved.
Potato processing companies in Maine are in financial
difficulties. The newest processor has just ceased
operations, apparently citing high electricity costs as
one reason for the close down.

It is very difficult to pinpoint a precise electricity
cost differential for farmers and food processors within
the state as power companies structure their rates differ-
ently depending on the situation. Demand charges vary, as
do equipment costs and break points between energy cost
levels. However the approximate bulk rate energy charges
for general power service, (which would cover most farms)
and for larger power service (which would cover most food

processors) were approximately as follows in mid 1978

for Maine's three largest utilities.
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Utility Cents per Kilowatt hour

General Large Fuel

Power Power Adjustment

Service Service Charge
Central Maine Power Co. 1.74 1.1 0.77
Bangor Hydro Elec. Co. 2.21 0.92 1.09
Maine Public Service Co. 2.9 0.8 0.76

Fuel adjustment charges varv from time to time depending

on how the electricity being used is produced. Generally
as the percentage supplied by nuclear plants or hydro
plants increases the fuel adjustment charges decreases.

The rates are not precisely comparable but Northern
Maine farmers certainly do have higher electricity rates
than the rest of the state. However the bulk rates paid
for electricity by West Coast potato processing competitors
really show the "Maine disadvantage" and the benefits

derived from large scale hydro electric schemes,

Potato Processing

Area Cents per Kilowatt hour
General Power Large Power Fuel
Service Service Adjustment
Charge
Maine 2.9 0.8 0.76
Washington 1.28 0.85-1.06 None
Oregon 1.3-1.7 1.1 - 1.3 None

The Maine poultry industry is a highly integrated enter-
prise. Situated close to its markets on the Eastern Sea-
board, the poultry industry's main input is feed which is

almost entirely shipped in from outside of the state.
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Transportation costs for poultry fced are the highest

in any poultry producing area in the United States.

Egg production has increased since 1974. Table egg
production is not a major utilizer of energy. Electricity
for ventilation, lights and mechanical equipment is the
main energy source for egy production.

Broiler production is a high energy user, utilizing over
three and one-half million gallons of No. 2 fuel annually
to heat broiler houses. Although not a high percentage
of the total cost of producing broilers, energy costs are
direct costs which are felt very strongly by a highly
competitive industry.

Very little building has taken place in the broiler
industry in recent years, though production has increased
due to better space utilization. The average Maine broiler
house is getting older and older.

Dairy cattle numbers are down though milk production
remains fairly steady.

Maine agriculture is o0il fueled. Natural gas which 1is
available to most of Maine's competitors is not available
to Maine farmers. They use oil and electricity instead,

both fuels costing much more than natural gas:

Fuel Approx. Price/million BTU
Natural Gas 2.50
Fuel 0il 3.70
Electficity 11.70
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However, electricity prices vary widely from state to
state} with Maine not always at a disadvantage. For
example,most of Maine's broiler growers are serviced
by Céntral Maine Power Co. Much of their competition is
in Delaware, Maryland, Virginia and Georgia. The table

below compares typical power costs for mid 1978:

Broiler Growing

Area Cents per Kilowatt hour
General Power Large Power Fuel
Service Service Adjustment
Charge
Maine 1.74 1.1 0.77
Delaware 1.9 1.9 0.16
Maryland 1.2-1.9 0.86-1.1 1.3-1.8
Georgia 4.4 1.3 0.28

Maine farmers have generally very similar electricity
costs to those paid by farmers in other New England states
but the rates paid by West Coast competitors producing
processed potatoes are much to Maine's disadvantage as

shown previously.

The list of energy facts could go on, but once
again we must remember that energy costs are not the only factor
affecting Maine agriculture. Nevertheless, changes in the relative
costs of energy from different sources may present some possibil-

ities and challenges for U.S. agriculture on which Maine could

capitalize,
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ESTIMATES OF MAINE AGRICULTURE'S PRESENT ENERGY CONSUMPTION

As time and funding did not permit any form of survey to
determine present patterns of energy use it was decided that the
"1974 Data Base on Energy and U.S. Agriculture" developed by the
USDA Economic Research Service would be used as the starting point.
Energy consumption levels per unit of production would be checked
against independently developed data from areas with similar
products and practices to those used in Maine. The USDA Data
Base figures would also be checked against information previously
developed within the state for specific products and operations.

Some serious errors appeared to be present in the USDA Data

Base - for example:

- Approximately 1 million gallons of oil is used each year
to burn approximately 20,000 acres of blueberry barrens.
This does not appear in the data base.

- Nitrogen fertilizer rates for potatoes are given as less
than 40 lb/acre when in practice around 100 lb/acre is
applied.

- Itwas found that survey data on field operations
obtained in New York and Nebraska agreed very well togeth-
er but did not match ERS data for similar work on crops
in Maine. However data on animal production agreed quite

well.

As a result the ERS data base for 1974 was modified to fit
the best information available to the writers and appears as

Table I. The LP gas figures are difficult to verify but are

included without alteration.
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MAINE AGRICULTURE ENERGY CONSUMPTION IN 1974

TABLE 1

(Based on USDA-ERS Data Base)

Fertilizer
Diesel and
Field Crops Acres Equivalent LP Gas Elec. Pesticides
(x 103)  (gals x 103)  (gals x 103) (xwh x 10%)  (8TU x 10%)
Potatoes 140 3359 3 1 1500
Hay/Haylage 200 336 145 1 530
Alfalfa 18 347 74 -—* 6
Corn Silage 40 784 36 - 113
Apples 8 544 20 ~—%* 82
Fresh Vegetables 7 280 15 —-—* 38
Proc. Vegetables 5 239 19 -—* 37
Blueberries 50 1000 -- —-—% 32
Unspec. Crops - 124 -- -
Oats 45 504 22 - 55
Unspec. Irrigation -- 22 1 _==* ——
7539 343 3 2393
Livestock
Type Production or Diesel Equivalent
Population Total 3 Fuel 0il LP Gas 3 Elec. 6
(X 1000 head) (gals x 10°) 1Included in Total (gals x 10~) (Kwh x 10°)
Layers 6565 344 79 69 25
Pullets 6800 926 482 151 -—*
Broilers 77426 3644 3174 - 22
Milk Cows 60 700 - 276 27
Beef Cows & Calves 12 136 72 - -=*
Hogs 9 16 9 4 -—*
Sheep & Lambs 13 39 24 - -
Turkeys 7 2 1 1 --*
5807 3841 501 75

*Less than 500,000

Kwh



All other petroleum use is reported as diesel equivalents
by assuming that diesel engines would do the same work as
gasoline engines for approximately 70% of the fuel input.

The writers then consulted industry, research and extension
personnel to determine what changes in numbers, acreage or
production techniques had taken place since 1974 which might
affect energy consumption. These changes were quantified as far
as possible and used to develop the probable energy consumption
data for the 1977-78 period which is presented as Table II.

The major changes, other than increases or decreases in acreage
or livestock numbers were:
Potatoes - approximately 60% of all tractor horsepower is
now diesel.
- sales of air harvesters appear to be declining
due to reduced stonec separation problems. Con-
ventional harvesters now being sold use approxi-
mately 3 gallons less fuel per acre than air

machines.

Hay/Haylage. haylage has increased from 10% to 40% of the
total acreage.
- - diesel power units are used almost exclusively
in haylage operations.
- haylage requires approximately 40% more energy
per ton of dry matter preserved than does con-

ventional haying. However LP gas use,which was

presumably for hay drying,should have declined.

Corn Silage nitrogen fertilizer application rate has been

reduced approximately 20%.
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\ TABLE ‘T

APPROXIMATE ENERGY CONSUMPTION IN MAINE AGRICULTURE, 1577-78

. Diesel . . ! Fertilizer &
Field Crops Acres Equivalent - LP Gas | Elec. Pesticides
' (x 10°)  (gal x 10°)  (gals x 103)  (kwh x 10%)  (BTU x 10%)
Potatoes 120+ 2900 - 3 1l 1250
Hay/Haylage . 192 370 50 1 530
Alfalfa 22 350 .74 - b
Corn Silage 42 820 36 - 100
Apples 8.5 580 20 - 87
Fresh Vegetables 7+ 280 15 il 38
Proc. Vegetables 7.5 360 30 el Tt 54
Blueberries 50 1000 - - . 32
Unspec. Crops . -- 124 -— - ' .
Oats, etc. . 38 425 18 —-—% . - 46
Unspec. Irrig. -— 22 1 =% -~
7231 247 2 2143
Livestock
Production . Diesel Equivalent :
or I LP Gas Elec.
Type Population Total 3 - Fuel 0il1 . -3 6
{x 1000 head). {gals x 107) Included in Total(gals x 10~) (Kwh x 10)
Layers 7125 - 345 80 - 69 S22
Pullets 7500 930 480 T 150 -
Broilers 27000 3650 3174 - 22
Milk Cows 58 680 - 265 i 25
Beef Cows & Calves 12 136 72 ] : - ——
Hogs if 17 10 4 -—*
Sheep & Lambs . 13 35 24 - el
Turkeys not knowh . - e -—%*

- 5757 384}, ’ - 488 69

*Less than 500,000 Kwh



Eggs - laying house temperatures have been increased from
55°F to 70+°F to reduce ventilation requirements and
increase feed conversion efficiency.
Broilers/Pullets - ventilation rates for broiler houses have
been reduced slightly.
- houses have been tightened up considerably.
- stocking densities have been increased.
Only .65 ft2 per bird is used now against
0.9 £t per bird in 1974.
- brooding is now done in half or one third
of the house with consequent fuel savings.
Milk - new milk cooling units are incorporating heat recovery
which allows hot water to be provided at a considerable

saving in energy consumption.

FUTURE POSSIBILITIES FOR ENERGY REDUCTION IN MAINE AGRICULTURE
Within the next decade there are two steps by which savings

in conventional energy (i.e. fossil fuel) usage in Maine agri-

culture may be realized. Conservation of present fuels, by
modifications in technology and practices may be expected to have

some effect within 2-5 years. Utilization of alternate, locally

produced renewable enerqy sources will have an impact between 5

and 10 years hence.

Conservation

Efficiency of energy utilization in agriculture varies
tremendously with the type of farming, the location, and the
commodities involved. While agriculture in this country is

extremely productive (1 farmer provides food for over 50 people)

-XXX1X-



its use of energy is not as efficient as it might be. However

it is necessary to put the matter in perspective - the industry
uses only 3% of the total U.S. energy (less than that used by

jet aircraft), and in economic terms energy is but one factor
contributing to production costs and to the value of the output.
Again it must be emphasized that reduction in energy usage very
often results in an overall increase in production costs and thus
the incentive to make such reductions is often absent.

Any changes in practices will need either to save or make
money for the farmer. Agriculture is profit driven. Regulations
and incentives can bring changes but the most likely changes are
those which are profitable.

It is important to realize that many of the conservation
measures probosed for U.S. agriculture as a whole have little or
no application in Maine. For example, irrigation scheduling may
use up to 40% less water without a drop in yield, giving impressive
potential energy savings in states where irrigation is necessary.
Also many proposed conservation measures involve technology which
may be several decades ahead, and thus have no relevance in this
analysis. An example of‘this is the work being done on genetic
development of corn and grains with the ability to fix atmospheric
nitrogen, as leguminous plants do. This would reduce the fertilizer
industry's dependence on diminishing natural gas supplies but it is
doubtful whether it will have a significant impact within the
next ten years.

Most projections of energy usage and potential savings in
agriculture are based on the continuation of present trends in

the consumption of agricultural products. This however is not
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necessarily a certain assumption. Consumer preferences change
not rapidly but often significantly over a 10 year period. One
such change may be a reduction in demand for eggs and dairy
products, with an accompanying increase in demand for beef, pork
and poultry, caused by an increasing cholesterol consciousness.
In Maine this would affect energy figures for the eqgg and broiler
industries.

Conservation may be discussed in terms of specific commodities,
and more generally in terms of the various activities in Maine
agriculture.

Minimum tillage

If the amount of mechanical ground preparation for field
crops such as potatoes can be reduced, considerable energy savings
result, mainly in terms of tractor fuel saved. Tillage reduction
usually reduces yields, and necessitates the use of herbicides and
additional pesticides to control insect problems arising from crop
residues - both require substantial energy input. Net energy
savings of up to 5 gallons of gasoline/acre can however be realized,
and there are added benefits in terms of fewer implements needed,
and a potential reduction in soil and water loss; it would appear
to be a good practice if yields can be maintained. Biclogical
control may eventually reduce the necessity for the chemical
pesticides and further cut energy usage but it is difficult to
guantify or put a time-frame to this development.

Increased use of animal manures

Energy used in the production and application of artificial

fertilizers represents almost one third of the total agricultural
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energy consumption. Substitution of animal manures for these
artificial fertilizers has the potential for saving the equiva-
lent of 40 gallons of gasoline/acre. This practice has some
potential if the manure is used where it is produced, but the
concentration of nutrients is low in comparison to artificial
fertilizers, necessitating much bulk handling. For example, the
extra equipment, and the loading and spreading of 15 tons manure/
acre (equivalent to the nitrogen requirements for corn) within 3
miles of the site of production, requires at least 30 gallons

of gasoline/acre. Within this radius animal manures might compete,
but probably not beyond this. Based on nutrient content animal
manure as fertilizer is worth only $3 to $5 per ton. Animal
manures as voided contain a large percentage of water. If labor
costs are considered, the economic distribution limit is reduced
to approximately 1 mile. Thus this measure only has application
where animals and crops are raised in close proximity.

The largest source of unused animal manure in Maine is the
poultry industry. Production is often quite far from agricultural
land which could use the manure, and the fertilizer value of thc
manure, particularly broiler litter, is in fact quite small.

The Nitrogen, Phosphorus and Potassium content of broiler litter
makes it worth approximately $20/dry ton at 1978 fertilizer prices.
However the energy value of the litter as a fuel to replace No. 2
fuel o0il used in heating broiler houses is over $50 per ton. The
broiler grower, who owns the litter, would be far better off
receiving or using its fuel value than its fertilizer value.

Municipal sewage sludge may represent a potential substitute

for artificial nitrogenous fertilizers if the metals and other
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industrial effluent contaminants can be removed. Again however
the economic distribution radius is rather limited.

Use of sewage sludge at fertilizer rates on agricultural
land has great appeal, particularly for non-edible crops. By
1985 sewage sludge in Maine is reckoned to be capable of supplying
700,000 1b of fertilizer nitrogen per, year but this is less than
3% of nitrogen fertilizer used annually in the state.

Commodity substitution

Changing to less energy-consuming crops, for example, soy
beans for corn, is an attractive proposition from a total energy
use viewpoint, but, like most conservation practices, would only
find acceptance if it offered comparable or increased economic
returns, used less labor, or met the requirements of new regula-
tions. Growing nitrogen - fixing leguminous crops could reduce
energy consumption for fertilizer production. It is often
suggested that they could be grown as additiocnal fall or spring
crops. This might become an accepted practice; however it seems
unlikely in Maine due to the short growing season.

It has been suggested that since producing animal protein
for food is energy inefficient, we should eat plant protein.
However despite its energy inefficiency, production of animal
protein does give people what they want to eat and, perhaps more
importantly it can utilize plants (e.g. grass) which are indigest-
ible to humans and which grow abundantly in Maine's climate.

Maine can in fact produce more protein per acre in grass than Iowa

can produce in soybeans. However the grass can only be used for

animal feed at present.
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Increased utilization of farm-produced feeds such as hay
or haylage would reduce energy cost over bought-in feeds which
may have high energy requirements for manufacture and would also
need energy for transportation.

Demechanization

It has been suggested that a return to less mechanized ways
of farming is one possibility for drastically reducing total
energy usage, for example, replacing tractors with workstock.

The feasibility of such schemes however is highly guestionable.
On a national basis it has been estimated that 61 million horses
and mules would be needed to replace existing tractors, that it
would take until 1993 to breed and raise this number, and would
require 180 million acres to feed them, almost ha1§ the present
agricultural land in the U.S. A return to human farm labor
implies similar impracticalities - a requirement for 30-31 million
farm hands to revert back to 1918 levels of technology. A man
working a ten hour day costs slightly under $30 at minimum wage.
Simply in terms cf potential output, the same work could be done
using electrical energy for approximately 4 cents.

Diesel vs Gasoline Engines

Diesel engines have a higher fuel efficiency than gasoline
engines, both on an energy (hp hrs/BTU) and a volume (hp hrs/gal)
basis. Diesel fuel costs less and needs less energy to refine.
By way of example, in one test, a diesel tractor gave 38% higher
hp/gal than the equivalent gasoline version. This increased
efficiency ié reflected in all farm equipment using diesel engines.
There is a higher unit cost for diesels, due to their complexity
of manufacture,but as fuel costs rise the trend towards diesel
engines will undoubtedly continue.
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In addition to these generalized conservation trends or
possibilities, it is relevant to look at potential sources of
savings for a particular crop or activity.

1. Heat recovery units which utilize waste heat from milk
coolers for water heating.

2. Better equipment maintenance.

3. Adaptations in ventilation and lighting.

Poultry

1. Improvements in brooding operations.

2. More efficient feeding and waste handling systems.

3. Better lighting and ventilation.

Livestock

1. Modifications in grain drying - combination of high speed,
fossil-fuel fired drying with slower, natural air drying.

2. Increased feeding of high moisture corn.

3. Improved feed handling and transportation.

4. Changes in stock ﬁanagement.

5. Better lighting and ventilation.

Field Vegetable and Orchard Crops

1. Reduction of preharvesting operations.

2. Modifications in harvesting and/or drying methods.

3. More efficient fertilizer and pesticide use.

4., Careful selection of power unit size.

5. Draft reduction of implements through better design and new
materials.

6. Better matching of implement and power unit.
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Processing, Transportation and Marketing

1. High temperature milk pasteurization to eliminate the need
for refrigeration.

2. Controlled atmosphere storage for fresh fruits and vegetables.

3. More use of cool outside air for cooling perishables in
storage, transport and marketing.

4. Better truck scheduling to avoid running empty.

5. More use of airfoils on trucks.

6. Recycling of food packaging materials.

7. Return of some food processing activities to the production
area permitting easier use of alternate energy sources.

8. Any reduction in the number of steps in the marketing chain
reduces energy requirements, for example direct selling,
pick~-your-own, etc.

9. Consolidation in shipping to minimize space requirements.
Standardized modular shipping containers and less packaging
will reduce energy usage.

10. Increased use of railroads for distances over 200 miles

where they are more efficient; this move would necessitate

better scheduling than presently exists, and the availability

of more refrigerated cars.

POTENTIAL ALTERNATE ENERGY SOURCES FOR MAINE AGRICULTURE

In discussing the possible contributions to the agricultural
energy supply which can be made by new or previously unused sources
it is again necessary to consider Maine as a part of both the
national energy picture and the agricultural industry as a whole.
Several alternate energy sources, while having considerable

potential nationwide have little or no application in Maine; for
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example solar energy may have extensive applications in other
parts of the U.S., for crop drying, powering irrigation pumps,
electrical power generation, etc. but may have only limited
potential in this state. In addition, some of the more available
new fuels in Maine, particularly wood, have great potential for
the states total energy picture, but less significant application
in agriculture.

It is also necessary to differentiate between locally

produced and used alternate energy sources, for example the use

-

of poultry litter for broiler house heating, and the use of
alternate fuels on a national basis, having indirect effects on
agricultural energy consumption in Maine, typically the increasing
use of coal to replace oil and natural gas. Such a differentia-
tion is necessary in order to point out those areas where Maine
might have some advantage over other areas.

(1) Solar Energy

The U.S. Department of Energy has projected that solar
energy could contribute 5% of total agricultural energy by
1985, and 25% by 2000, with major applications in crop
drying and the heating of water and buildings. While such
figures are justifiable, though optimistically so, nationally,
the potential applications in Maine are less, due to both
the lower total amounts of solar radiation available, and
the long winter periods of cloudy weather which may necessi-
tate expensive back-up systems. Some applications of
solar-energy usage are well-established, while other are

at the experimental, or pre-commercial stage.

~xTvii-



Space Heating

The technology for solar heating of buildings has been
accepted for some time now; production of components and
systems is a well-established industry. Solar collectors
have been gradually improved so that efficiencies of over
50% are the rule rather than the exception. In Maine pure
solar heating, as the single heat source for a building, is
not practical, but in combination with heat pumps and/or
some form of thermal storage, the economics are attractive
in comparison to conventionally fueled heating systems.
However space heating in agriculture is limited to livestock
housing, in Maine principally in the poultry industry. This
industry could rely entirely on solar energy for space
heating by 1990, but it is far more likely that other
alternate fuels, e.g. wood or agricultural wastes will be
more attractive.

Water Heating

Again this is a well-proven technology with commercial
equipment readily available. Without some form of thermal
storage it is only marginally competitive with conventionally
fueled systems. Solar water heating could be used in agri-
culture in Maine wherever hot water is required; potential
total energy savings are of course relatively low. Also in
many situations there are more attractive alternatives, for
example aithough approximately 25% of the total energy used
in a farm dairy could be saved by the use of solar heating,
these savings will probably be realized by the use of heat

recovery units which heat water with the waste heat from
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milk cooling. Similar systems are becoming accepted in the
food processing industry.

Solar Cooling

This technology is by no means as far advanced as solar
heating, and no commercial systems are yet available. A
limited application in agriculture might be seen in milk
cooling;and livestock housing but in Maine's climate the
potential savings are not great.

Crop Drying

This is a desirable application for the use of solar
energy, though less so in Maine than in many other states.
It can replace oil or natural gas drying to a large extent.
Although it results in slower drying and reduced capacity
compared to conventional systems it can be used to dry the
crop to a moisture content low enough for safe storage or
transport. Considerable effort is being made to make solar
crop-drying cost-effective. In Maine the potential total
savings in energy are relatively low since the current use
of conventional fuels for crop drying (principally of hay
and oats) is itself low, but it is to be expected that LP
gas will have been entirely replaced by solar energy or
biomass fuels in this application by 1990.

Solar Cells

Photovoltaic conversion of sunlight directly into
electricity is presently a high-technology, high-cost
proposition. Current costs of materials and processing
for photovoltaic arrays are 50 to 100 times too high to
compete with conventional systems. Any significant impact

on energy usage by 1990 is highly unlikely, although the
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(2)

possibility of a major technological breakthrough in solar
cell fabrication should not be overlooked. Hybrid systems,
combining photovoltaic electric generation with solar heétinq
and lighting may be the most attractive, and thus the first
significant application of this technology. Photovoltaics
have no special relevance to agriculture, in Maine or else-
where in the country; presumably if electricity is generated
by this means at some point in the future it will be avail-
able to all users, therefore does not truly represent a
savings of energy in agriculture.

Wind Energy

The principal application for wind energy is in electric
power generation. On a large scale much of what was said in
regard to solar electricity applies here; if it contributes
to a reduction in conventional energy use for electricity
generation then obviously agriculture will feel a benefit
in proportion to the amounts of electric power being used.

Electricity generation by wind power on a small-scale
is technologically feasible but investment costs make it
unattractive at present. Improved technology may alter the
picture, but it is difficult to see this being a significant
contribution to the electric power used in agriculture in

Maine by 1990.

Other uses of wind energy, such as turbine shaft power
used directly for water heating, or for drainage and
irrigation pumps, have very limited potential for saving

energy in the state's overall agricultural picture.



(3) Hydro Power

Most major hydro sites have been exploited. There is
some interest in the development of small and/or low head
sites but environmental considerations and the high capital
investments needed do not favor an immediate exploitation.

It is unlikely that many sites will be developed specifically
for agricultural use. Energy savings in agriculture will
however result from any overall conventional energy reduc-
tion for power generation.

(4) Energy from Biomass (Crop Residues or Special Fuel Crops)

Methane from agricultural wastes: Despite early optimism

this technology has many practical drawbacks. Process
control can be quite complex, and disposal of post-digester
effluent is a problem. Large feed-lot installations appear
to be the most attractive economically, but solid figures on
energy production costs are few and far between. By way of
example, one large (1900 cubic meter) digester, built at a
cost of $75,570 produced net, usable methane at a cost of

76 cents/cubic meter; commercial methane prices are approxi-
mately 8 cents/cuﬁic meter. For this reason alone it 1is
unlikely that anaerobic methane generation will contribute
significant amounts of energy to Maine agriculture. For
poultry deep litter, one of the largest contributions to

the total agricultural wastes in the state, direct combustion
offers a more attractive proposition.

Direct Combustion of Wood and Agricultural Wastes: The

technology for burning these materials efficiently and on a

small to medium scale has advanced rapidly over the past
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few years. The economics of small, scattered systems built
close to the site of fuel production indicate competitiveness
with conventional fuels. The best application at present is
for space heating, although electric power generation on a
large scale is a distinct possibility. 1In Maine agriculture
it is likely that a large proportion of space heating require-
ments (e.g. poultry housing) will be provided from wood or
agricultural wastes by 1990. Ecological concerns regarding
the non-return of wastes and residues will need to be
addressed, though current opinion is that if the ash from
the combustion process is returned to the land, for many
soils most of the crop residues can be removed. It will be
necessary to work out an appropriate balance between biomass
removal for energy use, and retention for soil fertility

and stabilization.

Alcohol from Biomass: The technology is well-established

for converting farm crops and wood to alcohol. The end
product, added to gasoline up to 10% of volume,may be used in
existing gasoline engines. The process does however represent
a net energy loss in that 0.5-0.8 BTU of usable energy are
produced from 1 BTU of raw material e.g. corn. Production
costs are high, and it has been calculated that 10/90
alcohol-gasoline mix (gasohol) would require a subsidy of
over 10 cents/gallon. A further drawback is that in order to
produce sufficient alcohol to substitute for 10% of the
nation's gasoline, tremendous acreages of additional farmland

would be nceded. The process also produces large quantities
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(5)

of distillers grains, a high-protein feed; this would depress
soybean oil meal prices. A recent ERDA study gave the

following comparative production costs:

Methanol from wood $5.20/million BTU
Methanol from coal 2.68/million BTU
Ethanol from corn ($1/bushel) 8.99/million BTU
Ethanol from corn ($2/bushel) 12.50/million BTU
Gasoline from petroleum 2.77/million BTU

Thus it would seem more prudent to grow agricultural crops

for food, burn whatever wood was available for space heating
and possibly electric power generation, and derive transporta-
tion fuels from either petroleum or coal.

In Maine, wood residues offer a more attractive feed-
stock than corn, but while raw material costs are less, the
processing costs are higher. Decentralized plants would
probably be more cost-effective, but on the whole the produc-
tion of substantial quantities of alcohol in the next 10
years is unlikely.

Other Sources

Waste Heat: Both conventional and nuclear generating stations

reject large quantities of low-grade heat to the atmosphere
(11 x lO15 BTU annually). This has a potential use in food
production for soil and air heating in greenhouses, and
possibly for heating livestock housing. For example condenser
waste heat at 85°F will maintain a greenhouse at 60°F with
-43°F outside temperatures. In a pilot project in Tennessee

annual savings of $5000 per acre of greenhouse were realized

over conventionally fueled systems. The major drawback is
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that economic use of this low grade heat is limited to within
a mile or so of its source. Certainly there is considerable
potential energy in the cooling water of a plant such as
Maine Yankee but the logistics of its practical use limit

it as a major source of energy for agriculture.

Geothermal: No application to Maine agriculture is seen.

Tidal: No specific application to agriculture is seen. It

may contribute indirectly through its use for

electric power generation but almost certainly not

before 1990.
In addition to these specific alternate energy resources, a
straightforward substitution of electricity for petroleum in
agriculture (e.g. electric motors for stationary gasoline
engines or crop drying) represents a potential reduction in
consumption of conventional energy supplies, since electricity
can be generated from indigenous or renewable fuels, e.qg.
coal or wood. The distribution system already exists, and
the possible use of off-peak power for agricultural opera-

tions represents an added benefit of such a substitution.

Obviously many suggestions and recommendations for changes in

connection with energy use in agriculture may at first

seem to have great merit but often are impractical for Maine's

agriculture or can have little impact on the local situation.

From these and many other considerations there are few things

we can say with much certainty. However we can be sure that:

- energy cost and conservation will be more important factors

in agriculture's future than they have been in its past.
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the potential of agricultural wastes and residues will be
exploited whenever profitable uses can be found.
energy crops will receive national attention as they offer

a possibility for a renewable energy resource.
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ESTIMATES OF MAINE AGRICULTURE'S ENERGY CONSUMPTION BY 1990

Four general assumptions were made in developing the esti-

mates of the size and activities of Maine agriculture around
1990:

1. A food surplus is forecast by 1990 in developed
countries - traditional agriculture is therefore not
likely to expand very much in Maine.

2. Fuel prices will advance faster than general prices,
fossil fuels faster than electricity.

3. Natural gas price deregulation will probably still
allow natural gas prices to be approximately 70% of
equivalent energy in oil. In addition, agricultural
users of natural gas apparently will not pay a "catch
up" increase on natural gas prices but will only pay
increases due to inflation. This will continue the
fuel cost advantage enjoyed by much of Maine's
competition.

4. Profitability will still control actions of farmers,
i.e., energy efficiency will not be a prime goal unless
it pays in real terms.

Further specific changes were anticipated:

All crops - LP gas, which is used mainly in
stationary applications, usually for
heating, will be replaced by locally
produced fuels, probably derived from
wood, farm wastes, or solar energy.

Potatoes ~ acreage may decline to 100-110,000

acres due to advantages enjoyed by
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Hay/Haylage

Alfalfa

Apples

competitors and the trend to use of
processed potato forms.

air harvesters will not be used to any
extent.

diesel power units will be almost
universally used in field operations.
potato storages will be generally
climate controlled and will use more
electricity than present storages.
systemic fungicides will replace sprays
for control of late blight with conse-
quent reduction in energy use.
percentage preserved as haylage will
increase.

no heat drying of hay will take place
unless the heat is provided by direct
solar heat or locally produced fuels.
the acreage will decline by at least 50%.
present acreage increases will continue,
about 10,000 acres of orchards are
expected by 1990.

orchards will be closer planted and use
smaller equipment. However energy use
per unit of production will not change
significantly.

pesticide use will decline by approxi-

mately 30%.
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Fresh Vegetables

Processing vegetables

Blueberries

Oats and small grains

All livestock

Eggs

Broilers/Pullets

Milk Cows

it is very difficult to forecast

changes but transportation cost
increases relative to other costs

might cause a large acreage increase

in Maine.

very little change is forecast due to
processor's disadvantage in fuel costs
and the short season.

acreage is expected to decline with
production maintained by more intensive
culture on better land.

up to 100,000 acres could be grown,
mainly in Aroostook county, provided
local markets can be developed.

use of fuel oil or LP gas for stationary
purposes, mainly heating, will decline
markedly. Locally produced fuels will
be substituted.

production increases will continue at
the present rate.

no technique changes are foreseen.
broiler production will probably increase
to 100 million birds per year.

pullet production will continue to be 5%
over layer population.

numbers will continue to decline with
increased production per cow maintaining

total output.
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- fuel use for direct water heating will
be practically eliminated by heat
recovery units on milk coolers.

Sheep and Lambs - may increase to population of 20,000.
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TABLE III

ENERGY CONSUMPTION IN MAINE AGRICULTURE - 1990 ESTIMATES

Diesel Fertilizer &
Field Crops Acres Equivalent LP Gas Elec. Pesticides
(x 10°)  (gal 10%)  (gals x 10%)  (xwh x 10°)  (BTU x 10%)
Potatoes 100+ 2200 - 1.5 980
Hay/Haylage 200 400 - 1 530
Alfalfa 11 175 -- - 3
Corn Silage 40 800 -- —=% 90
Apples 10 580 - -=% 75
Fresh Vegetables Unknown ? -- —— ?
Proc. Vegetables 7.5 360 -— - -
Blueberries 40 500 - - 30
Unspec. Crops -- 120 -- —-—%
Oats, etc. 100 1000 -- -k 90
Unspec. Irrig. - 20 - —-—* ~-—
6155 = 2.5 1798
Livestock
Prodgitlon Diesel Equivalent
Type Population Total Fuel 0il LP Gas 3 Elec. 6
(x 1000 head) (gals x 103) Included in Total (gals x 107) (Kwh x 107)
Layers 9000 340 -- 28
Pullets 9450 570 -- -
Broilers 100000 546 - 25
Milk Cows 52 610 -— 18
Beef Cows & Calves 12 64 -— ~—*
Hogs 10 7 - —-—
Sheep & Lambs 20 22 - ==
2159 e 71

*Less than 500,000 Xwh



RECOMMENDATIONS FOR LOCAL PLANNING AND ACTION

For the projections of probable energy consumption in Maine
agriculture by 1990 a number of changes in consumption patterns
were assumed to take place. These assumptions were based on the
general premise that the traditional enterprises in Maine agri-
culture will not be greatly benefited or hindered by events out-
side its control, such as the projected food surpluses in the
developed world and shifts in rclative fuel prices. However no
fuel surpluses are projected for 1990 or beyond and Maine agri-
culture might well capitalize on this by developing a fuel pro-
duction capacity.

A subsidiary premise was that profit would still be the prime
motivation of farmers and others involved in the food cycle. The
assumed changes which followed from these premises were made
because they appeared to be both desirable and profitable for those
undertaking them. 1In summary the changes were:

~ Fossil fuels will be substituted by locally produced

fuels wherever possible, Maine's traditional price
disadvantage on conventional fuels seems likely to continue.
Heating fuel appears to be by far the easiest to replace
and agricultural or forest wastes appear to be the most
likely local fuel source. However crops may be grown
specifically for fuel, and solar energy may have consider-
able potential because of the modest temperature require-
ments of space heating and farm product drying.

- Present field crop acreages will generally decline or

remain steady. Demand for traditional agricultural products

from Maine is not expected to increase beyond the potential
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production of present good farms. However new uses for
crops such as grass and short rotation woody plants will
probably take up land eliminated from traditional crop
production, i.e. land will not fall back to grass or forest,
it will be managed to those ends.

Economy in equipment and chemical use will become general.
Animal agriculture is generally more susceptible to energy
related stresses than is field crop production. However
Maine's poultry and eqg industries even now are not
particularly energy intensive, e.g. heating costs are less
than 2% of the cost of broiler meat. Maine agriculture as
a whole will benefit if the poultry industry finds it more

profitable to use locally produced feed for part of the diet.

The following recommendations for local planning and action

appear to have benefits for Maine agriculture and for the state

as a whole:

Rec.

Rec.

1.

Encourage energy conservation in all segments of agri-

culture by dissemination of information on latest

practices, demonstrations of successful examples and

assistance to individual farms and related concerns

through direct extension consultations.

Encourage development of locally produced energy sources

wherever economically feasible:

- Farm and forest wastes are particularly attractive.
Transformation of the wastes into more desirable fuel
forms, possibly for use off the farm,will increase

economic activity in rural areas and may provide relief

-Ixii-



Rec.

Rec.

from oil prices in urban areas. For example wood
waste can be pelleted into an easily handled fuel.
WOodex of Maine is planning to locate a plant in
Lincoln and projects consumer prices of less than
$35 per ton for its product. This is equivalent to
oil at 35¢ per gallon. Pelleted broiler litter can
be burned in furnaces to heat broiler houses or to
fuel related processing activities.

Solar assisted heat pumps show greater potential in
Maine. Units now operating in Waterville and Orono
have reduced overall fuel use and heating costs
substantially and appear economically viable.

Large scale solar drying of crops has already been

demonstrated at the University of Maine.

- Small scale units are operating on family farms.

Institute a liaison with present fuel distributors to
determine the effects on their operations of impending
changes in fuel use in agriculture and determine ways
in which the present fuel distribution network might be

developed to deliver fuels produced by Maine agriculture.

Land that cannot produce traditional crops competitively
shoyld be considered for production which capitalizes on
Maine's advantages, e.g. availability, adequate rainfall,
previous clearing, impending fuel shortages, etc.
Examples of this:

- Woody plants grown in short rotation could provide

fuel and/or fiber as the need arose. With even

moderate fertilization from sludge or municipal wastes
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3-4 tons of dry matter might be produced annually
per acre. Continuous annual growth of 1 ton per
acre with no soil enhancement has already been
measured.

- well managed grass even on poor land can produce
valuable protein for animal feed. Feeds equivalent
to dairy concentrates have been produced from dried
young grass. Partial solar drying makes this process
particularly attractive.

Consideration should be given to planning for more self-

c0n£ained regional agricultural systems e.g., broiler

indgstry expansion seems possible. Adjacent arable
land is a logical recipient of any poultry waste not

used within the industry.and would benefit considerably.

The potato growing area in Aroostook County comprises
most of Maine arable acreage. Expansion of the broiler
industry into Aroostook county might be logical,
possibly with construction of a processing plant in the
area. The dollar density of broiler shipments is probably
high enough to carry the additional mileage costs to
market. Aroostook's soils would benefit from the organic
matter in the broiler litter, grain crops could be grown
for the poultry industry etc. etc.

Since rail uses only about one-fifth of the energy
required for transportation compared to trucks, and since
a usable rail system is already in place in Maine,
efforts should be initiated to upgrade rail service to

the agricultural sector to provide usable rail transporta-

-Ixiv-



tion for agricultural products and supplies.

7. An active demonstration program on energy conservation
and use of locally produced fuels including solar energy,
should be developed on state owned or state related
facilities or operations. (The new wood chip fired
heating system at the Hancock County Vocational Center
is a good example of what can be done in this area).

- Particular attention should be given to showing the
economic advantages or disadvantages of any techniques
or systems demonstrated.

- Local businesses which might become involved in
manufacturing or installing equipment necessary for
implementing any techniques being demonstrated should
be involved as much as possible in the demonstration
process.

Two further recommendations emerge which apply beyond Maine.

8. Conservation of energy in processing and marketing of
food should receive major attention. These parts of
the food cycle consume twice the energy used in agri-
cultural production and alsc account for a major part
of food costs.

9. Better data on energy consumption in agriculture is
needed. Figures presently in circulation contain
serious errors which could cause difficulties for Maine

in a fuel shortage if allocations were based on them.

However, it should be remembered that Maine is almost 90%

forest. The potential of short and medium term fuel supplies from

]
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this acreage for use by agriculture or other segments of Maine's
economy should be examined and developed ready for use as needed.
Even if development of other fuel sources made such biomass fuels
superfluous the production capacity and know-how could be easily

turned to fiber or chemical feedstock production.

Finally it should be remembered that Maine as whole consumes
approximately 300 trillion BTU of energy per year. Agricultural
production in Maine, including energy used to produce fertilizer,
consumes rather less than 6 trillion BTU per year - approximately

2% of the total.

It should be noted that the opinions expressed in this report
were developed after careful consideration but are the opinions
of the writers and do not necessarily represent the position of

any other persons or organizations.
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- "Waste Heat Utilization for Agriculture and Aquaculture”.
Tennessee Valley Authority Technical Report B-12, 1978.
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MARKETING AND MARKET DEVELOPMENT
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-STATEMENT OF PURPOSE-

The project goal is greater prosperity for Maine's Agri-
cultural economy.

Key objectives are: solutions to the unique problems of
small farmers, subsistence farm families in particular; enhanced
growth and stability for commercial agricultural enterprises;
development of more processor market alternatives; identifica-
tion of potential new efficiencies in distribution systems; lower
food costs for Maine consumers; and ever greater effectiveness
in providing marketing assistance from the public sector.
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I. THE SMALL MAINE FARMER

MARKETING DILEMMA AND SOLUTIONS

The Problem: Poverty-Level Farm Income

Small farmers (those with gross receipts under $20,000) have
an average net income from farming at the poverty level. 1If the
Maine farm population distribution is comparable to the national
norm, about 64% of all farm people live on small farms with net
income averaging $4,278.

There are about 3500 small farms in Maine, 55% of the state's
total. Many, if not most, small farm families supplement their
farm income with off-farm jobs when work is available. Many,
however, aspire to earn from farming pursuits a satisfactory
family income. Marketing know-how and facilities are so seriously
lacking that the modern food economy defies the ability of the
typical small farmer to find a niche where his farm production can
be converted into cash representing a worthwhile return over pro-
duction costs.

.

To whatever extent that the small farmer is ushered out of
his marketing dilemma, Maine's unemployment pressures will be
eased, welfare costs will be trimmed and the tax base will be

improved.

A New Dimension To The Problem: Urban Refugees

Joining the traditional small farmers, and the commercial
farmers who have been squeezed out of commercial pursuits by mass
marketing reguirements they couldn't meet, are legions of people
who have retreated from urban society to a few acres of Maine farm-
land. Their expectation is to subsist on the land and sell "a few
surplus vegetables or something” for spending money.

The refugee formula for living off the land rarely works.
Cash requirements usually far exceed expectations. The sale of
farm produce usually is tough to arrange and yields nominal amounts
of cash. Off-season food purchases, clothing, medical care and
other non-farm-produced essentials force all too many of these con-
temporary pioneers onto welfare and unemployment rolls as well.

Small Farmers Locked In

All types of small farmers tend to be entrapped in small
scales of operation. Limited capital, land and management resources
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prohibit realization of any dreams of leap-frogging into commer-
cial scales of operation. Large scales of commercialized agricul-
ture often are contrary to family life style aspirations anyway.

To be practical, solutions to the small farm problem must be
tailored expressly to their small scale operations. Admonitions
to "get big - or get out" are pointless, neither one a viable
alternative for a typical small farm family.

A few small farmers eventually will get big, however, but only
by first becoming successful at farming on a small scale.

Marketing Opportunities That Favor Small Farmers

Consumer preference trends are strongly in the direction of
buying and using more fresh food, more natural food and more food
that is sold in bulk instead of fancy, expensive packaging. This
means a new predisposition toward purchasing food closer to its
source, with fewer frills.

Our mature food marketing system now offers unprecedented
rewards for specialization, in the forms of both new products and
marketing innovations.

Enterprising small farmers come back strong when they respond
to these opportunities. They leave the production of broilers,
milk, potatoes, and other basic commodities to the big guys, re-
establishing themselves as the specialists in things that are pro-
fitably produced only on a small scale.

Things that are finding important and permanent places in the
shopping lists of today's more affluent discerning, adventurous
families, and which are produced primarily by small farmers, in-
clude: gourds, ground artichokes, sprouts, dried flowers, potted
herbs, parsnips, prepared salads, homemade jams, banana squash,
organically-grown vegetables, watercress, baby carrots, chard,
local tree-ripened pears, herb seasonings, Indian corn, exotic
breeds of poultry, beets, specialty (local) cheeses, new and fun-
to-use shapes and colors of tomatoes, cucumbers, eggplants, peppers,
and scores of other products. Reviving also are some of the fruit
and vegetable varieties of yesteryear, marketed to a receptively
nostalgic public, like the old favorites among apple varieties and
flower seedlings.

Successful Sales and Marketing Methods

The best marketing program for a particular farmer depends on
many variables. Either alone, or in concern with other small
farmers, the small scale producer can be quite successful with one
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or more of these options:

1. On-farm selling, including pick=-your=-own
merchandising of apples, Christmas trees,
cane berries, asparagus, grapes, cherries,
blueberries and strawberries.

‘2. Roadside marketing, which yields an average
gross income of about $28,000 for U. S.
. farm families who operate seasonal pro-
duce stands.

3. Curb marketing and farmers' markets on designed
streets in towns and cities, where sales are
made from displays in pickup trucks and car
trunks, success depending upon location and
the kind of marketing policies adopted by
the group of small farmers.

4. Store-door delivery selling to supermarkets by
pre-arrangement with buying headquarters,
usually quite profitable when certain guide-
lines are followed, for apples, corn, pumpkins,
melons, cabbage, bedding plants, berries,
potatoes, organically-produced vedgetables and
other items.

5. Mail/UPS marketing, while somewhat more specialized,
the most profitable normally, measured by net
profit ratios, for fruit, cheese, honey, Christ-
mas wreaths, herbs, plants, preserves and crafts,
adaptable for very small-scale farms as well as
large ones.

6. Mobile retailing, door-to-door route selling of
fruit, eggs, cheese, honey, fresh vegetables
and other items, when well managed, offers
very attractive rewards for small farmers.

‘Many examples could be cited for small scale roadside markets,
store~door sales programs, mail/UPS distribution and mobile re-
tailing ventures that have grown into multi-million dollar farming
businesses. Unlike many enterprises, on the other hand, these
marketing programs do not necessarily have to grow to remain success-
ful, so they apply regardless of the farm family's aspirations.

Often the foregoing opportunities serve to build a base of
capital and experience from which large scale commercial farming
activities can be pursued. Intermediate marketing programs some-
times aid that evolution, cooperative packing/marketing affiliations,
contract production for fruit and vegetable processors and other
medium~-scale agricultural activities.
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Plants, nurséry stock, firewood and other forest product
market development merit special consideration by small farmers,
along with food products.

Recommended Action

1. Encourage appropriate agencies, including
the Agricultural Extension Service and the
Maine Department of Agriculture, to provide
the following information and assistance -
especially for small farmers:

Small Farmer Seminars

Management
Marketing

Small Farmer Manuals

Management
Marketing

Marketing Specialist Counselors

Farm Management

Cooperative Marketing

Farmers' Markets

Other Small Scale Marketing Programs

2. Urge widespread publicity for services bene-
ficial to elusive small farmers, that these
services may be utilized to the fullest.

3. Devise a way to provide the state's smaller
farmers with a new product market development
service, to originate ideas and aid small
farmers in their implementation, covering all
foods, plants and forest products.
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IT. THE COMMERCIAL MAINE PRODUCER

ACHIEVING MARKET STABILITY AND PROFITABLE GROWTH

The Problem: Agriculture's Erratic Profitability and Declining
Share of Gross State Product

Maine is an agricultural state, where products of the farmlands
and forests are the foundation of the economy. Its agriculture has
gradually become highly specialized and its agricultural-produced
gross income has become hostage to the sharp fluctuations in the
fortunes of just a few leading agricultural industries. Over the
long term, agricultural income contributions to the gross state
product are down sharply, 48% in 25 years, much more than the
state's non-industrial economic base affords.

Potatoes account for about 28% of farm income, the largest
segment. Eggs are next, at 24%, followed by broilers at 20%, milk
at 16%, apples at 3%, blueberries at 2%, other vegetables at 2% and
remaining livestock and crops at lesser amounts.

Potatoes: Competitive Posture Eroding

Maine's share of national potato production has slipped from
as much as 15% in the 1950s to about 7% today. Potato processing
has grown to represent half of today's market, only 40% going for
tablestock, the balance for seed. Notwithstanding the stabilizing
effect of processor marketing alternatives, the potato industry
struggles against a reputation for inconsistent quality and poor
sizing arriving in the marketplace. Despite the New York Mercantile
Exchange opportunity to minimize wide market price fluctuaticn
risks inherent in long-term storage, weakening demand for Maine
potatoes increasingly subjects growers to returns below the cost of
production, particularly in years like 1978 when the national crop
is large, even when Maine harvests are light.

Eggs: A Growth Commodity Under Dark Clouds

A decade of growth finds Maine producing well over half of
the New England region's eggs. Large, integrated producing operations
are reasonably self-sufficient in marketing management.

Per capita consumption of eggs has dropped about 13% from
its peak years of 1967 and 1971, alleviated somewhat by expanding
export sales, prompting caution in projecting future growth potentials.
Strengthening feed grain costs, due in large part to export demand,
coupled with sharply climbing transportation costs, prelude higher
prices and further curtailment of demand.
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Broilers: Bouyed By Red Meat Supply Problems
The outlook is good for continued growth in consumer demand
and producer profits, thanks to much higher prices for red meats.

Vertical integration of production/marketing operations finds
the industry operating very large scale facilities. Marketing has
been re-oriented from commodity selling to brand name promotion,
brand name competition from southern producing areas becoming in-
tense in Maine's traditional markets. Maine suffers a transportation
disadvantage in opening new markets. When the near-term reprieve,
occasioned by short supplies of red meat, has passed, Maine pro-
ducers must establish superior product attributes in the market-
place or face very thin producer profit margins.

Dairy: Where Maine Enjoys Relative Stability

Price stability results from the federal Milk Market Order
for New England and reasonably favorable increases have been
authorized in the recent past. Nationally, supplies and utiliza-
tion have approached an optimum balance. No formidable marketing
problems, peculiar to Maine producers, get a top billing on the
overall agricultural scene.

Apples: Growth In Prospect

Demand for apples is strong. Prices have tended to advance
with larger harvests.

Maine producers are not well intrenched in the market in
terms of quality standards and sales programs comparable to the
effective efforts of producers in Michigan, Washington or British
Columbia which compete most effectively in the local New England
market. Eliminating differences in marketing impact would enable
Maine producers to exploit their close proximity to Northeastern
markets with a decided profit advantage.

. The quality of pears produced in Maine is unsurpassed. Although
never a large commercial industry in Maine, large scale pear pro-
duction possibilities would seem to warrant serious evaluation.

Marketing Agreements and Orders: Timely Benefits Offered

Administered under the U. S. Department of Agriculture by
authority of the Agricultural Marketing Agreement Act of 1937,
marketing agreements and orders fit crops to markets by setting mini-
mum guality requirements.

: This mechanism offers Maine potato and fruit producers a
prompt and effective method for re-establishing a distinctive repu-
tation in the marketplace and avoiding market price demoralization
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of inconsistent quality and/or sizing.

Maine producers are on record against the compromising of
individual freedom that marketing agreements and orders undeniably
bring about. Yet, when the fiscal health and viability of one or
more important Maine agricultural industry is at stake, as it appears
to be now, the goals of marketing agreement and order programs must
be achieved. Since grower votes are needed to bring about a speci-
fic marketing order, the only alternative is state legislation to
protect the integrity, thus the future, of a Maine agricultural pur-
suit like potato production.

Inspection services, for purposes of resolving seller/buyer
disputes, are adequately accessible to Maine producers through the
U. S. Department of Agriculture. Inspection facilities to elevate
quality standards would be inherent in either a marketing order or
substitute state legislation.

Market News: Vital To Prudent Marketing Decisions

Federal-state cooperative news services and those of the
Maine Department of Agriculture are satisfactory for most Maine
agricultural producers. Large producers avail themselves of these
resources because they know where to get them and how to use them.
Small producers often err for lack of adequate market information
because they don't know the wheres and hows.

Recommended Action

1. Bring about a potato marketing order,
or alternative state legislation, to
restore and enhance the market integ-
rity of Maine potatoes.

2. Evaluate the same approach to the
marketing problems of Maine fruit

Eroducers.

3. Encourage the Maine Agricultural
Experiment Station to conduct agri-
cultural economic feasibility studies
for the commercial production of
possible new fruit crops like pears.

4. Investigate in depth the potential
longer term marketing problems for
Maine eggs and broilers, formulating
recommendations for safeguarding market
positions and disseminate this infor-
mation via special producer marketing

workshops.

' 5. Revise public sector promotional strate-
gies and programs for Maine products as
described in Section V.
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111, THE MAINE FOOD PROCESSING AND DISTRIBUTION INDUSTRIES

OPPORTUNITIES FOR DEVELOPMENT

The Problem: Real Vs. Imagined Consumer Disadvantages

Many Maine consumers do face much higher food prices than
consumers in southern New England. The variations in retail food
costs are surprisingly large within the state, from one county
to another, an informal price check shows. Certainly the welfare
of Maine's citizens warrants careful examination of food resources
and marketing costs aimed at finding ways to make more efficient
the movement of food from farm to table.

) The matter is yet to be carefully researched. Superficial
analyses of the Maine consumer's situation, however, shows that
certain alleged disadvantages are genuine and that other alleged
disadvantages are fallacious.

The Issue of Greater Food Self-Sufficiency: A Questionable Goal

It seems to be fashionable, in deliberations about Maine's
food economy at public sessions, for the political and agricultural
leaders of the state to argue for greater production/consumption
self~sufficiency. The inherent assumption, that Maine consumes
more than it produces, would indeed place the state at an economic
disadvantage, if it were true. The implied assumption, that Maine
should produce more of the variety of foodstuffs its consumers
demand, is an attractive ideal, but only that, for if Maine could
produce foodstuffs as economically as they are imported from other
states, those opportunities would have been seized and developed
by entrepreneurs in the agricultural and distribution sectors of
the state's food economy. Self-sufficiency (if it is not already
existing) merely for the sake of self-sufficiency, is bound to
inflate consumer prices.

Production Compared to Consumption: Already Balanced

Painstaking comparisons have been made of consumption, re-
flected by population levels, to production and processing, with
the following results:

Maine As A

Factor $ Of U. S.
Population.......... ceessees 0.5%

Farm Production of Food

for Domastic MarketS...eeoe. 0.5%+%
Food Processing and
Manufacturing.......... eceoe 0.5%%%

*University of Maine, Bulletin ARE 314
**Food Business Associates, Inc., Technical Sales Guidelines for

Industrial Food Brokers
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This balance applies only to Maine in the New England
region. Food processing, for example, finds all other New
England states except Maine at a disadvantage, as shown below:

Percent of U. S. Percent of U. S.

State Population Food Processing
Connecticut 1.5% 0.7%
Maine 0.5% 0.5%
Massachusetts 2.8% : 1.8%
New Hampshire 0.4% 0.2%
Rhode Island 0.5% 0.3%
Vermont 0.2 0.1%
New England (Total) 5.9% 3.6%

Maine's practical economic goal is to excel at what it
can do best, exporting maximum quantities of those specializations
to other states, and importing from other states whatever can be
produced at less cost there, allowing for transportation adjust=-
ments... if the public interest is to be well served. This still
allows for encouragement of more seasonal market vegetable pro-
duction for intra-state consumption and any other production,
whenever costs for native produce do not exceed delivered costs
of produce from other sources, of course.

While prudent agricultural policy calls for continued and
aggressive development of markets beyond Maine, for Maine pro-
duction, Maine's current situation is not a bad one, compared to
other New England states. u

Wholesale Distribution: Heavily Concentrated yvet Increasingly
Competitive

One major wholesale distributor dominates the Maine scene,
with a wholesale volume roughly three times that of its nearest
rival among independent Maine wholesalers. Market penetration
by large southern New England wholesalers has quickened in recent
years, to make wholesaling more competitive.

Maine has two retailer-owned wholesale distribution centers,
the larger operating at 7% times the volume of the smaller, plus
several small independent wholesale distributors.

Scale~of-operation is the name of the game in wholesale food
distribution efficiency. Large distribution centers operate at
small fractions of the operating cost ratios of small ones. Thus,

a wholesale price check of 12 typical branded grocery products shows,
small retailers pay unit prices (for wholesale quantities provided
by a small scale source) that for most items exceed the retail
prices charged by supermarkets in Maine cities. Customers of

smaller stores using smaller wholesalers are hit particularly hard,
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first by the high costs paid by thc stores and secondly by the
higher profit margins smaller stores must charge to stay alive.

Consumers would benefit if smaller wholesalers were to be
merged into larger ones, and if larger ones provided small stores
to a greater extent via efficient cash-and-carry wholesale depots
where smaller retailers could obtain supplies much more economically
than their small orders could be solicited and delivered.

Retail Distribution: Astonishing Price Differentials

Two major supermarket chains, once dominant factors in Maine,
have been forced by lethargic mismanagement to retreat, closing
many Maine stores and weakening the thrust of competition in many
Maine towns. Town and rural populations, as opposed to customers
in Maine's central and southern cities, pay considerably mpre for
identical products. One admittedly superficial price check of 30
grocery products, between a Portland supermarket and one in a town
100 miles north where large chains had exited, revealed prices per
consumer unit to be from 4¢ to 21¢ higher in the town, an alarming
differential for which transportation can explain only a tiny part.

Consumers would be well-served with intensified supermarket
competition in Maine's larger towns and with the advent of no-frills
"warehouse" type markets catering to town and rural shoppers, as
they do in northern plains states at a savings of 8% to 10% in
consumer prices.

Recommended Action

l. PFoster an exhaustive analysis of food
wholesaling and retailing economics in
Maine, with resultant recommendations
for the trade on specific avenues to food

cost reduction... which in the long run,
will benefit the trade as well as Maine
consumers.

2. Abandon schemes for Maine food production
self~sufficiency for its own sake, as im-
practical and counterproductive.

3. Encourage food processing development for
sale beyond the state, with a food business
development program integrated into other
state economic development efforts as com-
mercial agricultural specializations emerge
to provide raw materials, even where pro-
cessor markets are secondary to fresh markets.
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IV, THE ROLE OF THE PUBLIC SECTOR

PROMOTION AND MARKETING SERVICES

The Problem: Greater Effectiveness Needed

A casual review of public sector marketing activities yields
the impression that they tend to chase after serious marketing
problems after those problems develop... rather than providing
foresighted leadership and information aimed at preventing serious
marketing problems in the first place.

Promotional money appears to be spent without sound strategies
for influencing demand, to be doing something. Promotional pro-
grams seem to be aimed dlsproportlonately at consumers, with many
handsome and costly recipe folders, for example, as opposed to work
with wholesale volume buyers to win favorable decisions on specify-
ing Maine sources and promoting those purchases for maximum volume
in retail stores. It costs twice as much, for example, to purchase
one colorful ad in a leading national magazine as it would cost
for a year ‘round promotion of Maine products to the trade and
personal arrangements for feature displays in 75% of the super-
markets of Maine's trading area with the display advertising
materials provided free.

Where funds are limited, in other words, trade promotion must
get priority over consumer promotion, to ensure a good profit
return on the dollars invested. Consumer buying decisions are
finalized at the point-of-purchase in the stores, where promotions
pay off best. If Maine's product isn't in the stores, or if it is
there but exhibits poor guality and ineffective display presentation,
consumer promotion becomes a pure waste... to be postponed until
trade promotions are fully effective and promotional funds are more

abundant.

For potato promotion, the multiple organizations involved -
would seem to make promotion planning and execution cumbersome
and less efficient.

Strategies: Cater To The Customer, Not The Producer-

Neither wholesale buyers or consumers are likely to purchase
Maine foods out of a charitable instinct upon learning that the
product is from Maine and Maine needs the business. People buy
what they have been convinced will be good for themselves ...in
terms of value, satisfactions, nutrition and other attributes.

The Maine identification is secondary to promotion of those

attributes. Besides, supermarket chain policies are increasingly
prohibiting promotions that are strongly oriented toward the source
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because of limited flexibility in chain procurement and mer-
chandising.

The key is to take the Maine products to the market, then
promote their sales volume in the retail stores for added de-
mand and better prices with repeat orders, basing that promo-
tion on the product attributes.

Services:

Many public sector service resovrces are available. The
need appears to be chiefly for leadership that anticipates and
averts problems, for coordination of the various resources, and
for aiming those resources more precisely at the state's marketing
problems.

Several specific public sector service needs have been enumer-
ated in foregoing sections of this report.

Recommended Action

1. Marshall the resources of the Agricultural
Extension Service and the Agricultural Experi-
ment Station to fill the research voids identi-
fied in preceding sections of this report and
provide the information in crisp, simple publi-
cations and down-to-earth training programs
for producers.

2. Make market development planning, and coordina-
tion of public agencies, a continuing function
of the Maine Department of Agriculture.

3. . Encourage a simplifying reorganization of potato
marketing groups.

4. Provide a complete program of special marketing
sexvices for small farmers.

5. Re-define strategy for promotion of Maine
products, stressing attributes ovexr source.

6. Re-structure promotion priorities to give
added weight to trade promotion.
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FARM FINANCE IN MAINE

A Report by the Maine State Planning Office.

February 20, 1979
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FARM FINANCE TRENDS AND NEEDS

Capital and credit needs in agriculture have changed rapidly in the past several decades.
Many factors including high rates of inflation, expanding worldwide demand for food, in-
creasing farm size, more capital intensive farming, more complex farm marketing and manage-
ment issues, rapidly increasing farmliand values, more scarce sources of traditional credit,
increasingly substantial obstacles to entrance into farming and concern for government assistance
in this area, and related considerations make modern agricultural finance issues complex and
deserving of public attention. This section identifies and discusses a number of important
issues and trends in this area, primarily addressing changirg credit needs in agriculture. The
following section discusses major sources of farm credit in Maine and the U.S. The final
section of this report presents a variety of recommendations for public and private sector
actions in the area of agricultural finance.

Increasing Growth in Farm Debt Relative to Income and Assets

-

Total capital and credit requirements in U.S. agriculture have doubled since 1570.

TABLE |

Farm Debt Outstanding Nationally

1950 - 1978

$ BIL.
120 ' 5

%4

100

CcC
4 Nonreal estate
Real estate

PR
OCRARIA
EXR

0 —i950 1985 1960 1965 1970 1975 1976 1977 1978 19794

REARM LOANS OUTSTANDING, SANUARY 1. SPRELIMINARY.

Table 1 indicates the tremendous growth in real estate and non=real estate farm debt as well

as Commodity Credit Corporation loans in recent years for the United States as a whole.

Tota! outstanding farm credit in the U.S. is now well over $120 billion. Recent estimates

indicate that credit levels will double again by the mid=1980's. In Maine outstanding farm

credit has doubled in the last decade, reaching more than $200 million in 1978. A summary

of major credit sources and corresponding loan levels in Maine since 1950 appears in Table 2.
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FARM FINANCING BY MAJOR INSTITUTIONAL SOURCES IN MAINE:
LOANS OQUTSTANDING BY LENDERS ON JANUARY 1st. ** 1950-1978

Farmer's Home Administration Farm Credit System . All Operating Barks | Tota
Real ] Federal Production Real Rea! Operat-
Estate  Operating Lond Credit  #s= Estate  Operating Estate  ing
ar Debt Loans ~ Totdl Banks  Associations Total Debt Loans Total| Debt Loans  Tc af
(Loan Levels in Thousands of Dollars) )
78 Loan Level | 53,734 35,234 88,968 | 30,361 29,129 59,490 | 9,039 18,674  27,713| 93,134 82,037 1 5,17
Market Share* | 57.5% 42.5% 50.5% | 32.5% 35% 4% 10% 22.5% 15.5%
75 Loan Leve! | 47,552 34,406 81,958 | 19,927 30,302 50,229 | 8,274 12,817  21,091| 75,753 77,525 173,278
Market Share* | 63% 44% 53.5% 26% 39% 33% 11% 17% 13.5%
70 Loan Level | 35,602 34,026 69,628 | 7,124 16,329 23,453 | 5,643 13,478  19,121| 48,369 63,833 112,202
Market Share* | 73.5% 53.5% 62% 15% 25.5% 21% T.5% 21% 17%
65 Loan Level 20,030 15,652 35,682 | 3,768 7,386 11,154 | 3,842 13,574 17,416 27,640 36,612 64,252
Market Share* | 72.5%  43% 55.5% 13.5% 20% 17.5% | 14% 37% 27%
60 Loan Level | 10,539 9,656 20,195 | 4,415 7,61 12,026 ] 2,417 11,759 14,176| 17,37 29,026 44,397
Market Share* | 60.5%  33.5% 43.5% | 25.5% 26% 26% 14% 40.5% 30.5%
55 Loan Level 2,400 5,624 8,024 4,289 5,050 9,339 | 7,092 11,683 18,775 13,781 22,357 36,138
Market Share* | 17.5%  25% 22% 31% 22.5% 26% 51.5% 52.5% 52%
50 Loan Level 798 3,595 4,393 3,118 3,079 6,197 | 4,433 11,468 15,901 | 8,349 18,142 26,491
Market Share* | 95% 20% 16.5% |37.5% 17% 23.5% | 53% 63% 60%

Market shares represent percentages of total real estate debt, operating loans, and total loans from sources listed.

Source: USDA Economics, Statistical, and Cooperative Service.

* PCA loans, in some cases, include a small percentage of aquatic loans.

TABLE 2



The three major sources indicated account for 75% or more of current fotal oufstanding farm
credit in Mune. All three sources have increased their loan levels considerably over the past
28 years, with an overall increase of more than 700%. A more complete breakdown of both
national and Maine credit levels and sources is included later in this report.

Rapidly increasing farm credit levels have caused growing concern among farm lenders
and investors about the ability of farm income~generating capacity to meet credit requirements
inherent in ever increasing agricultural loans sect ‘ed by rapidly inflating farm real estate
values. The increasing value of farmland, upcen waich most long term farm loans are based,
has been unprecedented in recent years. During the past five years the compound annual
rate of increase in farmland market prices nationally has been more than 16% = a rate which
would double fand values every 43 years. Farm income has not paralleled this rise in farm=-
land values but, rather, has lagged Eehind increasing farm asset values as well as increasing
debt levels. Table 3 indicates the historical relationship of farm income to farmland values.
Table 4 indicates the trend in farm real estate loans by various lenders over the same time
period. A comparison of recent debt to asset ratios for the farm sector in Maine as well as
the U.S. shows that due largely to rapid increases in land values, total farm assets have
been expanding faster than total farm debt. The debt to asset ratio of the farm sector
nationally dropped from 16.8 in 1970 to I5.7 in 1977. More significantly, Maine's debt
to asset ratio dropped from 24,6 in 1970 to 17.2 in {977, This represents a substantial
improvement in the overall equity position of Maine farmers in the 1970's, again due
largely to higher land values.

TABLE 3 TABLE 4
Trends in U,S. Farm Income and Trends in U.S. Farm Real Estate Debt
Land Values
index, 1967=100
—— 400 leo scale
m =
index, 1967=100
400 —mb scale oo
w0k
200 100
80 =
60 |- total farm real
100 estate debt
4

federal land
banks

banks

10
2 - 8 “life insurance
farmiand values*® companies
(1] IPYTTVIY IVYTTVUVY JURTRVYVRY [ONTTUTTI FRRVNVINY IYVUITIVIY IUTITIY) o
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**parch 1 of following year.
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From a credit point of view, the relationship between income and total debt is highly
important. The recent increase in farmland value has reemphasized a long=standing concern
about the debt-servicing capacity of high-priced land purchased or, in a more general sense,
capital intensive farming. There has been a rapid uptrend recently in principal and interest
payments in farm debt associated not only with the financing of land, but also with the financ=
ing of other capital and operating expenses. Table 5 presents data on farm debt, net inconre,
and debt in net income ratios for Maine and the U,S. As the Table,indicates, financial
leverage in farming has increased tremendously from 1950 to 1977 with Maine increasing
from 0,63 to 2.34, and the U.S. average increasing from 0.74 to 4.65, Thus, while financial
leverage in Maine farming has increased considerably, it is still conservative compared to
other parts of the U.S. Erratic net income patterns in Maine make such conservatism a

rudent strategy. It is worth noting that agriculture in the U.S. is not a high leverage industry
Ey general industrial standards and real estate {oans tend to be high quality. Individual capital
requirements, however, are very high compared to other industries,

Changing Credit Sources and a Trend Toward Scarcity

Historically, individuals have provided the bulk of financing for farm real estate loans
while banks and merchants have provided the bulk of operating and medium=term credit.
The role of government in farm financing has traditionally been as a supplemental source for
specialized purposes. But as credit and capital requirements continue to expand, other
sources are gaining large market shares. [nreal estate loans the Federal Land Banks and
life insurance companies have been expanding rapidly. Among institutional lenders, the
Land Banks cuirently have more than 50% of total real estate loans, Life insurance companies,
while holding o smaller share, are expanding aggressively with an increase of nearly 18% in
their loan level in 1978, The Farmers Home Administration (FmHA) is also playing an im=
portant role, having increased its total agricultural loans from $6 billion in 1976 to $13 billion
in 1978, Many FmHA ioans recently have been emergency loans and operating loans, Pro=
duction Credit Associations (PCA) are increasing operating loans at a faster rate than banks,
but banks still lead this field nationally, Changing credit sources in Maine are discussed
in detail later in this report,

As noted earlier, indications are that capital and credit requirements in agriculture will
continue to grow significantly in the near future. A major question in the next decade is
whether agriculture will be aﬁle to compete successfully for increasingly scarce capital,

A recent issue of Doane's Agricultural Report (6/23/78) provides a somewhat gloomy outlook:

1977 Return on Equity

All Manufacturing 14,1%
Petroleum and Coal Products 13.8%
Textile Products 7.8%
Farming 2.1%

Farming's problems are high cost of inputs and relatively low food prices.

Meeting future agricultural credit needs will require an increasing amount of sophisti=
cation and innovation on the part of both farmers and creditors. Farm credit institutions
such as FmHA, the Land Banks, PCA's, and life insurance companies can be expected to con=
tinue increasing their shares of the farm credit market because of their specialized expertise
in farm matters. Commercial banks, with their wide range of loan activities, will find
competition increasingly difficult for the highest quality farm loans, Federal sources will
continue to increase in importance, relying more and more on guarantee programs. Most
importantly, the key to adequate capital and credit availability for farming will be profit-

ability.

=Txxxvii-



- LLLAXXX | -

TABLE 1

FARM DEBT*, NET INCOME**, AND DEBT TO INCOME RATIOS MAINE AND THE U.S.: 1950 - 1977

MAINE (dollars in millions) U.S. (dollars in billions)
Year Total Debt* Net Income** Debt to Income Debt to Income
Ratio Total Debt* Net Income** Ratio
1977 188.0 80.4 2.34 95.4 20.5 4,65
1976 188.2 127.1 1.48 84.5 18.7 4,52
1975 171.5 57.3 2.99 75.8 24.5 3.09
1970 122.7 52.4 2.34 47.7 14.2 3.36
1965 73.5 106.3 0.69 30.5 12.9 2.36
1960 55.4 81.7 0.68 19.9 11.5 1.73
1955 51.1 72.7 0.70 14.4 11.3 1.27
1950 38.7 61.1 0.63 10.1 13.6 0.74

Debt figures include loans from all operating banks, Farmers Home Administration, Federal Land Banks, Production
Credit Associations, life insurance companies, Federal Intermediate Credit Banks and other government sources The
figures do not include loans by non-reporting credit sources such as individuals and trade sources.

** Net income figures represent net income to farm operators after an adjustment for any net change in physical inven-

tories during the year.



Diversity of Credit Services and Needs

Farming is an increasingly complex science requiring a broad range of skills in all
aspects of production, marketing, finance. A past chairman of the Agricultural Committee
of the American Bankers Association recently listed the following as some of the many credit

needs of farmerss

* Seasonal crop financing

* Seasonal livestock financing for cow-calf, grass or cattle ranchers and feedlot operators

* Medium~term loans for herd improvement, or 13- or 2-year loans to enlarge laying
flocks in table egg operations

* Medium-term loans for land developments such as leveling, addition of soil amendments,
and planting of trees and vines.

* Medium-term loans for irrigation installations, terracing of lands, and construction

of farm ponds

Medium-term loans for big-ticket equipment purchases

Revolving lines of credit for equipment replacement

Seasonal dairy loans for feed purchases

Medium=term loans for farm service buildings such as shops, crop storage buildings,

grain dryers, livestock and poultry structures, hog parlors, and laying and growing

houses for poultry operations.

Loans to buy milk base and quota

Farm real estate loans for acquisition of additional lands, or to facilitate transfers

of estates

Term loans to acquire interests in cooperative or proprietary agribusinesses

Loans to permit hedging in futures markets

Loans on stored commodities

Pre~export commodity financing

Commodity export financing.

* * ¥ *

* F

* ¥ ¥ % *

Additionally, farmers have many normal consumer credit needs for student loans, furniture,
automobiles, and home improvement loans. There is also an increasing need for financial
services in such areas as farm management, estate management, payroll services, enterprise
planning, money market and securities investment, credit information, collection or financ~ .
ing of receivables, tax preparation, and related matters. As farm size and complexity in--
creases, the quality of tarm financial management services will become equally or perhaps
more important than the quantity of farm credit.

Credit Needs of Small, Part~time, and Entry-level Farmers

Special credit needs exist for small and part-time farmers, as well as people seeking to
enter the farming business, A 1977 report of the Small Farm Liability Project in California
listed the following as problems that small farmers encounter in obtaining financing:

1. Farmers do not have easy access to information regarding credit availability, appli-
cation requirements, prudent use of credit and specialized credit sources and practices

for agricultural operations.

2. The element of the unknown, peculiar to agriculture, interferes with obtaining financing
- many financial institutions don't understand farming.

3. Real estate and development loans for investments characterized by long~delayed income
(e.g., for orchards), are difficult for small family farmers to obtain due to low equity
resources,
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Many programs and agencies set up to finance agriculture are unable or unwilling to
take risks necessary to finance the beginning farmer,

There appear to be no existing programs for funding agricultural production cooperatives
or limited=purpose cooperatives such as mechinery pools.

The Farmers Home Administration does not have adequate resources to meet the demand
for loans under the present program,

Financing of small farm units has become synonymous with poor credit.

Returns on farm production make it difficult to pay high interest rates or compete with
other enterprises for credit,

Inflated land prices are a deterent to small farming, especially to the individual trying
to enter farming.

A recent report of the Committee on Entrance to Farming of the Maine Food and Farm-

land Study Commission found many of these same problems in Maine, adding that current
high interests rates and the lack of financial management assistance are particularly signifi-
cant problems. The Committee concluded that there is adequate credit available in Maine
for persons desiring to enter farming and emphasized a problematic aspect of special programs
for marginal or beginning farmers, i.e., such added activity often tends to cause an over-
supply of product in the marketplace, depressing prices, creating inequitable competitions,
and harming all producers,
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SOURCES OF FARM CREDIT

Total farm debt can be divided into two categories: loans secured by real estate, and
loans not so secured - primarily short and medium term operating loans. The major insti=
tutional lenders of farm debt are the Federal Land Banks and related Production Credit
Associations, Farmers Home Administration, the Federal Intermediate Credit Banks, commercial
banks, and life insurance companies. A variety of other institutions such as credit unions,
savings and loan associations, the Small Business Administration, and finance companies pro~
vide much smaller amounts, Other important but non=institutional lenders of farm debt in-
clude individuals (largely owner=sellers of farm real estate who provide financing to buyers),
and merchants, dealers, and agribusiness finance subsidiaries wﬁo provide primarily operating
and medium~term credit. Additionally, institutions such as the Commodity Credit oration,
the Rural Electrification Administration, and the Bank for Cooperatives provide specialized
ancillary credit to farmers or to institutions serving farmers.

TABLE 6
Farm Loans Held by United States Lenders Plus Changes on Jan, 1 of Selected
: Y aars
Yolume Outstanding Percent Change
{in miltions of dohars) in Yolume
‘ Past Past Past
1988 1973 1977 1978 1yr. 5 yrs. 10 yrs.
NON-REAL ESTATE:
BaNKS ... .ociiiiiiiei i $ 9,272 14,315 23,283 25,708 10 80 177
Production Credit Associations ....... 3,518 6,607 12,233 13,508 10 104 284
Federal Intermediate Credit Banks? ... 176 251 368 374 2 49 113
Farmers Home Administration ........ 798 781 1,877 3,141 67 302 294
Individuals and others® ............... 7,070 5,840 7,300 8,250 13 41 16
Totals ... 20,834 27,794 45,081 50,981 13 83 145
REAL ESTATE:
Banks ...... et e e e $ 3,061 4,792 6,781 7,780 15 62 154
Federal Land Banks ,................. 5,563 8,050 18,455 21,301 16 138 285
Lite insurance Companies............ 5,540 5,843 7,270 8,480 17 50 53
Farmers Home Administration ........ 1,844 2,835 3,655 3,982 9 40 116
Individuals and others. ............... 9,135 13,437 20,266 21,669 7 61 137
Totals .............. [ 25,143 38,757 56,427 63,302 12 77 151
GRAND TOTAL ................. 45,877 83,551 101,488 114,283 13 79 148

150 States excluding possessions.
#_oans discounted for OFls.
3Merchants, dealers, individuals, and other nonreporting groups.

Source: Economic Research Service, USDA
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Year

1978 Loan Level
% of Total

1975 Loan Level
% of Total

1970 Loan Level
% of Total

1965 Loan Level
% of Total

1960 Loan Level
% of Total

1955 Loan Level
% of Total

1950 Loan Level
% of Total

FARM REAL ESTATE DEBT IN MAINE:*

TABLE 2

JANUARY 1, 1950-78

AMOUNT OUTSTANDING BY LENDER,

Federal Land Farmers Home Life Insurance All Operating Individuals

Banks Administration Companies** Banks and Others**
30,361 53,734 6,480 9.039 18,327
25.7% 45.6% 5.5% 7.7% 15.5%
19,927 47,552 1,300 8,274 16,923
21.2% 50.6% 1.4% 8.8% 18%
7,124 35,602 300 5,643 9,700
12.2% 61% 5% 9. 7% 16.6%
3,768 20,030 426 3,842 7,953
10.5% 55.6% 1.2% 10.7% 22%
4,415 10,539 469 2,417 6,232
18.3% 43.8% 2% 10% 25.9%
4,289 2,400 401 7,092 13,130
15.7% 8.8% 1.4% 26% 48.1%
3,118 798 15 4,433 12,098
15.2% 3.9% 07% 21.7% 59.1%

Total Farm Rea
Estate Debt

117,941
93,976
58,369
36,019
24,072
27,312

20,462

*  Source: USDA Economic, Statistical and Cooperative Service (ESCS),

** ESCS estimate
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Year

1978

1975

1970

1965

1960

1955

1950

TABLE 3

 FARM OPERATING DEBT IN MAINE:* AMOUNT OUTSTANDING BY LENDER, JANUARY 1,

Loan Level
% of Total

Loan Level
% of Total

Loan Level
% of Total

Loan Level
% of Total

Loan Level
% of Total

Loan Level
% of Totdl

Loan Level
% of Total

1950 - 1978
Federal

All Operating Production Credit Intermediate
Banks Associations Credit Banks
18, 674 29,129 0
22.5% 35.1%
12,817 30,302 0
16.5% 39.1%
13,478 16,329 469
21% 25.4% 0.7%
13,574 7,386 860
36.2% 19.7% 2.3%
11,759 7,611 2,282
37.6% 24.3% 7.3%
11,683 5,050 1,462
49.1% 21.2% 6.1%
11,468 3,079 131
62.8% 16.8% 0.7%

Farmers Home
Administration

35,234
42.4%

34,406
44.4%

34,026
52,9%

15,652
41.8%

9,656
30.8%

5,624
23.6%

3,595
19.7%

37,472

31,308

23,819

18,273

*Source: USDA Economics, Statistical, and Cooperative Service



Table 6 summarizes real estate and non-real estate farm loans held by various lenders
in the United States. Tables 7 and 8 provide the same information for Maine from 1950
to 1978. Perhaps the most dramatic change in recent years has been the great increase in
Farmers’ Home Administration funds in Maine. This is now the state's largest shource of farm
credit. More detailed discussions of the information in these tables appears in the following
sections on the more important farm credit sources to Maine agriculture. It is important to
note in reviewing these tables, however, that merchant and dealer credit in Maine may
currentiy be as high as $30 million and represents a major but undocumented source of funds
in meeting short and medium term farm operating needs,

1. The Farmers' Home Administration (FmHA)

The FmHA is a government lending agency within the U.S. Department of Agriculture.
The agency was established in 1946 to assume some of the lending functions of the abolished
Farm Security Administration. FmHA has authority for general rural and community develop-
ment loans as well as farm loans. The objective of FmHA's farm loan program is to provide
supervised credit to farmers unable to obtain adequate credit from commercial fenders at
reasonable rates and terms, This is done through operating loans, farm ownership loans,
and emergency loans. These programs are intended to maintain and strengthen the fomily
farm structure by helping farmers who could not get credit elsewhere and by providing credit
to beginning farmers.

Farm ownership loans are made to eligible farmers to enlarge, develop, and buy farms
not larger than family farms; to refinance debts; and to make capital improvements, Each
loan is scheduled for repayment in accordance with the borrower's ability to repay, over
a per iod not exceeding 4& years. The maximum statutory interest rate at the time of this
report is 8% with a limit of $200,000 per loan. An FmHA loan may be combined with an
unlimited amount of loans from other sources, and, in certain cases, may be subordinated
to loans from other lenders. To be eiigible for FmHA farm ownership loans, an applicant
must: 1) have farm experience and training; 2) be an owner-operator of a family farm pro~
ducing or capable of producing a substantial portion of total family income; 3) be unable to
obtain reasonable credit elsewhere; 4) be a U.S. citizen of legal age; 5) be able to obtain
operating capital from other sources; 6) be able to refinance the unpaid balance of the loan
when it is feasible to rely on commercial credit sources; and 7) be able to maintain his pro-
perty and pay taxes and insurance when due. As indicated in Table 7, FmHA farm owner-
ship loans currently amount to more than $53 million in Maine or approximately 46% of farm
real estate debt in Maine compared to a national share of that market of only 6.3%.

FmHA loans are made to eligible operators of farms, not larger than family farms, to
ay for equipment, livestock, feed, seed, fertilizer, or other farm and home operating needs.

Eligibilify requirements are the sume as for ownership loans plus the applicant must have a
lease of sufficient duration and a farm of sufficient size and productivity to carry out a
successful farming program. Each loan is scheduled for repayment in accordance with the
borrower's ability to repay, over a period not exceeding seven years. The interest rate is
adjusted from time fo time based on U,S. Treasury rates, but is usually lower than rates
charged by other farm lenders on simiiar loans. Loans are secured and loan.size limits are
set by law with a current maximum of $100,000. More than $35 million of FmHA operating
joans were outstanding in Maine on January 1, 1978,

Emergency loans are made to eligible farmers in counties officially declared disaster
areas, Such disasters can cause a temporary need for credit not available from other sources.
Loans may be made for the purchase of feed, seed, fertilizer, replacement equipment, live-
stock, and for other items needed to restore normal operations, Loans are made at an interest
rate of 5% with maturities of up to five years. Aroostook County has received substantial
sums of FmHA emergency loans in recent years. Emergency loans on the 1977 potato crop
totalled nearly $25 million = covering production, harvesting and refinancing needs. An
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emergency designation has been made again this year but loan levels are expected to be
lower, at higher rates, and largely exclusive of refinancing needs.

Funds for FmHA programs are either guaranteed or insured. Guaranteed loans are made
and serviced by private lenders, The loan funds are provided by the private lender with
FmHA guaranteed to limit any loss to a specified percentage. Insured loans are made and
serviced by FmHA personnel. There has recently been considerable interest in expanding
the proportion of guaranteed loans due to personnel resirictions and the fact that these are
essentially off-budget items. Both the guaranteed and insured loan programs are limited by
ceilings established by Congress and, in many cases, are subsidized in that the interest rates
charged may not equal the cost of funds to FmHA plus service costs.

FmHA farm lending programs have been aimed at "high risk" borrowers - typically
young, entry-level farmers and those who do not meet usual credit standards such as equity
position or repayment ability relative to loan size. In theory, FmHA is able to service this
type of borrower without undue losses by providing technical advice and loan supervision.
However, the role of FWHA has not always been according to stated intentions. In Maine,
which has highest relative percent of FmHA to tota! financing of any state in the U.S,
(approximately 45% of total credit in Maine from reporting sources), FmHA is clearly not
an entry Ieve{ program nor does it have the personnel capabilities to provide farmers with
sufficient technical assistance to be instrumental in improving farm management, The high
level of FmHA financing in Aroostook County has, in fact, been called counter—productive
to the potato economy by artificially supporting poor or marginal farming operations. This
situation is quite different in many other parts of the U,S. since FmHA's share of total
farm financing on a national level is less than 10%.

However, as indicated in Table 7 and 8, FmHA is a major farm credit source in Maine,
and although it accounts for only a small part of farm credit nationally, it is of critical im=
portance te farming., Also, it is probably quite useful to commercial lenders who, rather
than viewing FmHA as competition, are able to either use an FmHA guarantee program or
refer applicants to FmHA in marginal or risky credit situations, Additionally, FmHA emer-
gency loan programs provide some assurance to farmers and lenders that financial support is
available in the case of severe disasters. Perhaps the greatest concern of the farm community
regarding FmHA is the rapidly expanding importance of its non-farm programs.

2. _The tederal Land Banks

The Federal Land Banks are part of the Cooperative Farm Credit System which also in-
cludes the Production Credit Associations, Federal Intermediate Credit Banks, and the Banks
for Cooperatives. All of these institutions are made up of member-owned associations
operating under the supervision of the Farm Credit Administration, an independent agency
of the federal government., The Federal Land Banks were established by the Federal Farm
Loan Act of 1916. Loans are made through more than 500 local associations, two of which
are located in Maine ~ one in Auburn, and one in Presque Isle. Although the Land Banks
operate under federal supervision, they function with private capital obtained through the
sale of bonds backed by first mertgages on farm real estate.

The Federal Lond Banks (FLB) make loans secured by first mortgages en real estate. Loans
may be made fo farmers and ranchers for any agricultural purpose and other credit needs of
eligible opplicants, FLB borrowers must be full or part=time farmers, rural residents, or
operators of form=related businesses. Loans moy range from 5 to 40 years, Repayment plans
are designed to amccommodate borrower's cash flows and are therefore somewhat flexible al=
though most loans specify a fixed number of installments. in no case can the amount of the
loan exceed 85% of the appraised value of the real estate security. FLB's have variable
interest rates with provisions for raising or lowering rates depending on the average cost of
money to the banks.
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1971
Volume of Loans made
Number of Loans

1972
Volume of Loans made
Number of Loans

1973
Volume of Loans made
Number of Loans

1974
Volume of Loans made
Number of Loans

1975
Volume of Loans made
Number of Loans

1976
Jolume of Loans made
Number of Loans

1977
Volume of Loans made
Number of Loans

TABLE 9

FEDERAL LAND BANK FARM LOANS CLOSED BY FARM TYPE

DAIRY
(thous.) $ 378
le

(thous.) $ 864
22

{thous.) $ 1,676
34

{thous.) $ 1,237
26

(thous.) $ 1,377
26

(thous.) $ 1,963
36

(thous.) $ 1,722
34

1978 (through Oct. 25th)

Volume of Loans made
Number of Loans

(thous.) § 863
16

STATE OF MAINE

STOCKFARM

$ 146

S 354

$ 360

$ 250

VEGETABLE
S 463
14
$ 494
15
$ 1,140
34
$ 2,231
56
S 990
23
$1,811
30
$1,296
27
S 766
18

FRUIT
$ 146
4
$ 98
2
$ 21
3
§ 290
5
s 237
3
$ 1,015
7
$ 50
1
s 665
5

CASHFIELD
CROPS
S 40
1
$ 80
2
$ 22
1
$ 28
1
$ 42
1

POULTRY

e

149
8

4,423

351
12

4,714
16

958

5,332

11

3,432

118

1. Cashfield crops - Those loans whose major production consists of either corn feed, oats, grains, wheat, soybeans, field
crop seeds, or any general feed crops.

2. Other = A miscellaneous farm-type which combines those loans whose commodities are one of either; misc. field seeds,
hay, clover, misc. livestock (rabbits, mink, chinchillas), misc. fur-bearing animals, maple syrup, nurseries,
or fish products.

3. Unclassified - Those loans in which the farm-type was not stated.



As indicated in Table 7, FLB's have more than $30 million in real estate secured debts
in Maine, about 25% of the state's total farm real estate debt. Table 9 shows loans closed
by FLB's in Maine for 1971-78 by type of farm. The farm types receiving the most funds
in recent years have been poultry, dairy, and vegetable (mostly potato farmers). It is
important to note that the Federal Land Banks are the largest institutional source of farm
real estate debt in the U.S. with nearly 35% of the share of this market. The FLB's as well
as other institutions in the Cooperative Farm Credit System, are known for the high quality
and professionalism of their credit and technical assistance services.

3. Production Credit Associations (PCA)

PCA's, another part of the Cooperative Farm Credit System, are credit cooperatives
ownedand controlled by their members. They were authorized by law in 1933 as a means
for providing short and intermediate term credit for the same markets eligible for Land Bank
loans, There are more than 400 PCA's operating in the United States, and two in Maine,
Funds for PCA loans come from bonds issued by the Federal Intermediate Credit Banks (FICB)
which act as a credit discounting mechanism not only for PCA's but also, to a lesser extent,
to commercial banks and other financial institutions. PCA loan rates are dependent on the
borrowing rates of the FICB's on the money market,

PCA loan terms may range up to seven years in length. Repayment plans are designed
to accommodate the borrower's cash flows. While some loans are written with a fixed number
of annual, semi-annual, or monthly installments, many PCA's have instituted budget or line-
of=credit financing plans, Under these plans, a borrower arranges in advance for a loan to
cover all his financial requirements for an entire season or agricultural cycle. He draws
the money as he needs it and repays it according to a pre=arranged schedule, Loan service
fees and stock ownership requirements affect the net cost of funds. Loans may be made to
farm=related businesses for working capital, equipment, purchases, or other operating needs.

The farm loan volumes of PCA's in Maine as of January 1, 1978, was approximately
$29 million, representing about 35% of farm operating loans (exclusive of merchant credit)
at that point in time. Table 10 shows outstanding PCA loans in Maine as of December 31,
1978 by farm type. As in the case of the Federal Land Banks, PCA's are a highly important
source of credit in farming with approximately a 26% share of total farm operating loans in
the U.S. Commercial banks are most important in this credit market with a 50% share
nationally but only a 22% share in Maine. These figures are exclusive of merchant credit.
In addition to offering credit and financial advice, many PCA's provide borrowers with
other services including credit life insurance, crop hail insurance, and farm recordkeeping.

‘4, Banks for Cooperatives

Although not a major source of farm credit in Maine, it is important to mention the Banks
for Cooperatives since they play a significant role in areas where cooperatives are a more
important part of the farm economy. Twelve Bonks for Cooperatives were provided for in
the Farm Credit Act of 1933, The nearest one to Maine is in Springfield, Massachusetts.
These banks make loans for any purpose that will enable cooperatives to perform marketing,
supply, or business service functions, Repayment plans are tailored to meet the cash flow
needs of the borrowing cooperative. Seasonal loans are made primarily to finance current
operations or seasonal assets including commodities. Such loans norma%y mature within 18
months and may be secured or unsecured. Credit is extended for financing long term assets
or working capital. This may include loans for consiruction, remodeling, or expanding
facilities or for purchasing land, buildings, or equipment. In addition to providing credit,
bank staffs advise and counsel borrowers in such areas as budgeting, long=range planning,
operating analysis, auditing practices, mergers and consolidations, and the formation of new

cooperatives.
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TABLE 10
PRODUCTION CREDIT ASSOCIATION LOANS OUTSTANDING

as of December 31, 1978, by Farm—type

STATE OF MAINE

Farm-type Number of Loans Volume of Loans ($1,000)
Dairy ' 255 7,186
Stockfarm ’ 22 375
Vegetable 306 13,536
Fruit . 22 1,419
Cashfield crops * 9 © 214
Poultry ' 48 4,607
Aquatic 163 2,681
Other? : 73 2,214
_pnclassified3 16 664
Total _ 914 32,896

1Cashfield Crops = Those loans whose major production consisted of either
corn feed, cats, grains, wheat, soybeans, field crops or any general feed crops.

'?Other - A miscellaneous farm-type which combines those loans whose commodities
are one of either: General livestock and livestock products, general field
crop, maple syrup, horticultural, forest products, or outside income.

3Unclassified - Those loans in which the farm-type was not stated.
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5, Commercial Banks .

Commercial banks as a group are the leading source of non~real estate farm leans in the
U.S. with 51% of this market. Banks also are important in providing real estate loans with
12% of that market. In Maine, banks' share of non-real estate loans as of January 1, 1978,
was 22,5%, and their share of operating loans was approximately 8%. It is important to
note that the market share of banks in both farm real estate and operating loans in Maine has
declined dramatically since 1950 despite increasing loan levels by banks. Loans secured
by real estate increased from $4.4 million in 1950 to $9 million in 1978 with the market share
dropping from 22% to less than 8%. Operating loans increased from $11.5 million to $18.7
miliion while market share declined from 63% to 22.5%. Dramatic increases in funding from
other sources have been responsible for the relative decline in importance of bank financing
in agriculture in the past several decades.

Farm loans by commercial banks in Maine are concentrated in the portfolios of o relatively
small number of institutions. As indicated in Table 11, two banks in Aroostook County,
Northern National Bank (Casco northern affiliate) and First National Bank of Aroosfooﬁ
(Depositor's Trust affiliate) accounted for more than $11 million of the $27.7 million in farm
loans held by Maine commercial banks. Three bank organizations, Casco Northern,
Depositor's Trust, and Northeast Bank shares account for more than half of the farm loans
made by Maine banks. Only 8 banks have total farm loan portfolios of more than $1 million.

Banks are prominent in providing credit to the farm sector nationally for several reasons.
First, banks are readily accessible to farmers since they are located in neorly every town in
major farming regions. Banks are able to give prompt credit service at competitive interest
rates. They can also provide a full range of financial services including all types of loans,
checking and savings accounts, safe deposit boxes, and other services such as farm manage=-
ment counseling and recordkeeping, estate planning, management of trusts, and investment
counseling, Although banks can and do make all types of farm loans, shorter term loans are
usually prefered due to the source of a large portion of loan funds: demand deposits which can
withdraw quickly. A smaller portion of loans are for intermediate term needs such as machinery,
livestock, and buildings. These loans carry maturities of from one to ten years, again, with
shorter maturities prefered. Even most bank loans for the purchase of real estate are for fewer
than 15 years and are smaller than the bank loans made by Federal Land Banks or life insur=
ance companies. Mortgage loans like this are helpful in financing add~on acreage, the domi=

nant fype of farm land transfer.

A number of factors affect the ability of banks to finance farming in Maine. Although
banks have been and still are a major institutional source of credit to the farm sector, sharply
rising capital and credit needs have made it difficult for many rural -banks to accommodate
these needs adequately. Farm debts have grown much faster than the resources and deposits
of many rural banks. Low per capita income and low per capita bank depcsits in Maine have
further limited the supply of loan funds. As this frend continues, loan deposit ratios have in
many cases reached a maximum level considered prudent by bank management. These ratios
are currently significantly higher in Maine than nationally inferring that although bank credit
is relatively scarce in Maine versus the national average, banks have been liberal in using
available dollars to fund domestic loan activity., Given this situation, further increases in

farm credit may be difficult.

Another problem for some rural banks is that credit requirements of farm units may exceed
the amount an individual bank can legally and prudently lend from its own resources. This
situation has occurred with increasing frequency nationally as the size of commercial farms
has grown faster than have the capital resources of many rural banks. Another concern in
some areas has been state usury ﬁ:ws which have limited loan activity recently as interest
rates have increased across~the~board. Maine's usury law, however, is not a limiting factor.
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TABLE 4

LOANS TO FARMERS BY 30 LEADING BANKS IN MAINE*, LOAN LEVELS AS
OF DECEMBER 31, 1977

Doilars in Thousands

Bank Loans Secured by Real Estate

1. Northern National Bank

2. st National Bank of Aroostook

3. Federal Trust Co.

4, Depositor's Trust Co.

5. Houlton Trust Co.

6. Washburn Trust Co.

7. Aroostook Trust Co.

8. Northeast Bank of Lewiston-Auburn
. Katahdin Trust Co.

10. Bar Harbor Banking and Trust

11. Skowhegan Savings Bank

12. Depositor's Trust of Bangor

13. Merchants Nationa! Bank of Bangor
14. Northeast Bank and Trust

15. Merrill Trust Co.

16. Norway National Bank

17. Waterville Savings Bank

18. First Bank N.A.

19. Northeast Bank of Farmington

20. Norway Savings Bank

21. Camden Nationa!l Bank

22. Northeast Bank of Sanford

23. Maine National Bank

24, Mid-Maine Mutual

25. 1st National Bank of Biddeford
26. National Bank of Gardiner

27 . The Dirigo Bank and Trust Co.

28. Northeast Bank of Lincoln

29. Saco-Biddeford Savings Institution
30. Gardiner Savings Institution

0

* Sourcess Controller of the Currency and Maine Bureau of Banking

Operating Loans Total

270 8066 8336
613 2613 3226
975 876 1851
1099 720 1819
691 964 1655
187 1140 1327
57 1117 1174
695 321 1016
312 654 966
754 75 829
705 0 705
130 547 677
0 529 529
383 93 476
285 67 352
44 254 298
250 0 250
120 112 232
153 33 186
179 0 179
92 73 165
18 133 151
150 0 150
144 0 144
55 68 123
N 30 121
86 32 118
37 64 101
1 0 91
82 0 82



Another limiting factor has developed as rural areas and rural economies have become
less farm oriented in recent years. As this trend has continued, and as banks have become
more centralized, many banZs have lost specialized expertise in farm credit matters and
have, in many cases, stopped treating farm loans as a separate and specialized portfolio.

This has not only caused a dilation of interest in farming but has constituted a significant
disadvantage for banks reiative to competing organizations such the Production Credit
Associations, Federal Land Banks, and FmHA where farm expertise is increasingly concentrated.
Outstanding non-real estate farm loans by banks are more than double the amount held by
PCA's nationally, But competition is intensifying, often based on quality of service, and in
Maine PCA's surpassed banks in this type of loans in the late 1960's and by January 1, 1978,
had outstanding operating loans of $29 million compared to $18.7 million for banks. Clearly,
if banks are to maintain an important role in farm financing in Maine they will need to
develop greater specialization and interest in agricultural matters and find ways to augment
funds available for farm credit,

6. Life Insurance Companies

Life insurance companies play an important role in mortgage financing of both urban and
rural real estate, Long-term rear estate loans are among the investments best suited for the
funds they hold as reserves for policy holders. Generally, reserves of a life insurance policy
accumulate over time and provide insurance companies with large sums of money which can

be invested for long periods of time to produce income. Life insurance companies currently
hold $8.5 billion or more than 13% of total farm real estate loans in the U.S. Only a decade
ago they were the single largest institutional source of form real estate debt in the nation.
More recently their relative importance has declined largely due to substantial credit in-
creases by the Federal Land Banks. Increasingly, life insurance companies are concentrating
their loans in the larger-than-average farms. The averoge size of life insurance company
loans made during 1977 was 277% larger than loans made by the FLB's. Relatively few in-
surance companies are active in the farm market. It is estimated that 21 firms account for
about 96% of the industry's farm mortgage lending, and just 8 firms account for 87% of the
industry total. Although the life insurance industry is an important lender to the farm sector,
the amounts loaned represent less than 3% of the industry's total investment portfolio.

Investments by life insurance companies in Maine agriculture currently amount to $6.5
million. Most of the industry's investments, as expected, are located in the large=scale farm-
states such as Texas, California, lowa, lllinois, Florida, etc. Very few funds are invested
in the northeast because the relatively small scale and low density of agricultural activity in
this area makes servicing this market very difficult and less profitable than in the larger farm

areas.
7. Individuals

As noted earlier, individuals are the leading source of farm mortgage loons. Most of
this lending occurs when a farmer retires and is willing and able to accept o down payment
plus a contract for a deed or mortgage for the sale price of the farm. A much less prevaient
Erivate financing pattern is for non=farmers to provide funds for form real estate debt with

ankers sometimes acting as intermediories, Land contracts are widely used, especially
in time of tight credit, and in some areas may account for half or more of the financing of
farm real estate fransfers. These confracts have the advantage to buyers of allowing for a
smaller down-payment than possible with most commercial credit sources. They also allow
sellers to dispose of property regardless of mortgage market conditions. Financing by indi=-
viduals currently amounts to $18.3 million or 15.5% of farm real estate debt in Maine. This
represents an increase in the past 20 years but in Maine as well as at the national level
private financing has been a very dominant farm financing source in prior times.
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8. Other Sources

Merchant and dealer credit, as mentioned previously, is used extensively by farmers
and has long been an essential ingredient in retailing operations. !n regard to "hard goods"
such as farm machinery, most manufacturers, through their dealers, have financing plans
for farmer customers with either a bank or other credit institution. Credit for "soft goods"
such as fertilizer, feed, pefroleum products, or other operating inputs is frequently extended
under relatively informal arrangements such as account credit carried for monthly billing or
for billing at harvest. Interest may or may not be charged. Although merchant and dealer
credit is known to account for a large share of operating credit in agriculture, little
specific data is available on loan levels, terms, and characteristics. Based on volume of
farm activity, including equipment and "soft goods" purchases, it is estimated that merchant
and dealer credit currently amounts to $25 to 30 million in Maine.

The Small Business Administration (SBA) also plays a role in agricultural financing.
In general, SBA loan activities are to agribusiness enterprises rather than directly to farmers.
However, a recent broadening of its definition of eligible borrowers has included farmers.
It is able to make loans to finance real estate, equipment, capital improvements, operating
expenses, and refinancing of debt, As of mid~year 1978, SBA had $1.6 million in farm
loans in Maine, This included 1 loans of both long and short terms,

Savings and loan associations have not been an important factor in the farm lending field
in Maine or nationally. They can make loans secured by farm real estate for up to 25 years
and up to 80% of the value of the property used for commercial farming. Savings and loan
associations in Maine have a total of about $1,5 million in farm real estate debt,
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Appendix ENT 1

Agricultural Programs at the University of Maine at Orono

Programs of Study

1. B.S., M,S., and Ph.D. Programs in:

Animal § Veterinary Sciences Forest Resources
including Pre-Veterinary Forest Management
Wildlife Management
Agricultural § Resource Economics Wood Sciences
Production Economics
Business Management Human Development
Marketing Food and Nutrition
Socioclogy of Rural Life Early Childhood Education
Home Economics Education
Biological Sciences Health and Family Life
Biology Education
Biochemistry Social Service
Botany
Entomology Plant and Soil Sciences
Microbiology Natural Resources
Recreation and Park
Agricultural Engineering Management

Agricultural Mechanization
Forest Engineering

2. Associate Degree (Two-Year) Programs in:

Animal Medical Technology
Animal Agriculture Technology
Landscape and Nursery Management
Forest Management Technology
Merchandising

Resource and Business Management
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Appendix ENT 2

General and Vocational
Courses in Maine Hi

1978-1979
Type School

General Programs (9) 1. Dover-Foxcroft
2. East Corinth
3. Easton

4. Fort Fairfield
5. Lee

6. Limestone

7. Mars Hill

8. Thorndike

9

. Waldoboro

General Courses (6) 1. Ellsworth

2. Hampden Academy
3. Hinckley
4

Paris

5. Runford
6. Strong

Vocational Courses (32)
A. Agricultural Co-op (1)

1. Newport
B. Agricultural Mechanics (4)
1. Belfast
2. Caribou
3. Presque Isle
4. NMVTI (VTI)

C. Agricultural Production (2)
1. Houlton
2. Presque Isle

D. Agricultural Resources {(3)
1. Skowhegan
2. Sanford
3. Rockland

-civ-

Agricultural
gh Schools

Area

Forestry (4 years)

Agricultural Science General

General Production

General Horticulture

General Horticulture (Fresh. & Soph.)
General Horticulture (4 years)
Production (4 years)

General (Fresh. & Soph.)

Horticulture (4 years)

Agriculture, Forestry & Ecology
Ecology
School Farm

Agricultural Science (Ecology,
Forestry & Home Gardening)

Forestry & Oceanography

Outdoor Special Education



Type School Area

E. Forestry (12)

Ashland
Calais (VTI)
. Dexter

Dyer Brook

. Farmington
Greenville

. Jackman
Madawaska
Mattawamkeag
. NMVTI (VTI)
Norway

. Readfield

-
HOWV®BNOWSWN

[
N

F. Horticulture (6)

. Augusta (2)

Portland

South Portland

. South Portland (VTI)

South Portland (Arthur G. Gould School)
Topsham

[ AR, B R VLR I

G. Marine Occupations (4)

Brunswick/Orrs Island
. Calais

. Rockland

South Portland (VTI)

S~ wN e
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Appendix ENT 3

MAINE ORGANIC FARMERS AND GARDENERS ASSOCIATION
APPRENTICESHIP PROGRAM

Purpose
To bring together those seeking a learning experience in permanent agriculture

with those already working at it and who are willing to share their experience in
exchange for labor plus room and board.

Description
The program got its start in 1975 when it was suggested to the MOFGA Board that

it set up a means to handle frequent inquiries by people looking for farm apprentice
situations. The program is currently managed as a spare time activity by three
people who serve to handle inquiries and place farmers in contact with prospective
apprentices. To cover costs, farmers are charged a fee of $20, half of which is
refundable if no apprentice is found. Apprentices pay a $5 non-refundable fee. Both
farmer and apprentice applicants are asked to fill out questionnaires, which are then
matched for areas of interest and compatability in other ways. Where possible, each
is given three or more choices, receiving copies of the questionnaires from the
selected applicants. Each farmer has the opportunity to look over the application
questionnaires of three or more apprentices, and contact one or more of his/her
choice. FEach apprentice also makes a choice from three or more farmer application
questionnaires. The final placement must then be worked out between farmer and
apprentice, though in a number of cases additional contact was needed when the first
arrangements didn't work out.

By June 1978 MOFGA has processed 180 inquiries and had received 39 applications
from farmers and 67 from apprentices. In that year, 32 apprentices started with 21
farmers and 24 finished the season. One of these has continued with the farmer. New
applications continue to arrive, though at a reduced rate, some for next year and
some wanting to start right now, for a season's experience to a year or more. Several
recent placements have been made with others in process.

Farmers have been contacted largely through MOFGA and its newspaper. Apprentice
applicants have been college-age young people, mostly women and from all over the
country and several foreign countries, with very few from Maine. Because of the steady
flow of inquiries, little advertising has been done.

A meeting for discussion from farmers has yet to take place.
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Maine Department of Agriculture

w
XIS EEH N XRIHIEGSOCOHRRHISIOMerK Maine Food and Farmiand Study Commission

Fred Hutchinson, Chairman
John Dawson, Vice Chairman
June 19, 1979 Tyler Libby, Project Director

600 State Office Building
Augusta, Maine 04333
Telephone 207/289-3874

Mr. Marvin Ewing, Director
Bureau of Labor

Department of Manpower Affairs
State Office Building

Augusta, ME 04333

Dear Mr. Ewing:

Enclosed is a copy of the final report of the Maine Food and Farmland Study
Commission. This report has been sent to the Governor and the 109th Maine State
Legislature. We have made several recommendations regarding your Bureau. If
the Governor or the Legislature concurs with our recommendations, you will be
asked to respond to the following:

Item I.A, in the Government section asks you to encourage the federal government
to empower the State of Maine to decide if alien labor is needed for harvest
operations; '

Item I.B. in the Government section asks that your office encourage the federal
government to modify labor laws to allow more appropriate use of children in
harvesting Maine's agricultural crops.

If you have any questions, please call.

Sincerely,

WS R w7y SNy

Frederick E, Hutchinson, Chairman
Maine Food and Farmland Study Commission

Enclosure

Divisions
Administration — Animal Industry — Inspections — Markets — Plant Industry — Promotions — Animal Welfare

Commissions, Committees and Board
Harness Racing Commission, Milk Commission, Soil & Water Conservation, Seed Potato Board, Veterinarian’s
Examining Board, Agricultural Bargaining Board, Pesticides Control Board, Dairy Council Committee, Milk Tax Committee
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Maine Department of Agriculture

Maine Food and Farmland Study Commission
. . . Fred Hutchinson, Chairman
Stuart N, Smith, Commissioner John Dawson. Vice Chairman

Tyler Libby, Project Director
600 State Office Building

Augusta, Maine 04333
June 19, 1979 Telephone 207/289-3874

Mr, Lionel C. Ferland, Sr.
ASCS

USDA Office Building
University of Maine
Orono, ME 04469

Dear Mr. Ferland:

The Maine Food and farmland Study Commission has completed its final report to
the Governor and the 109th Maine Legislature. In that report we made recommen-
dations that involve your agency. If the legislature or the Governor concur
with our findings, your agency will be encouraged to modify a few of your
programs,

The recommendations which address your agency are found on page two under Soil
Erosion in the enclosed report. Basically, the recommendations would urge you to
place even a greater priority on soil erosion problems. We further suggest that
government conservation funds be spent on farms with the greatest erosion and
pollution abatement problems first. Priority should be given to farmers willing
to enter into long range conservation programs. Specifically, see items II.A.
and II.B. under soil erosion in the Farmland section.

I would like toc also thank you for your support and help in developing this report.
If you have any questions or would like to have any of our points clarified, please

call.

Sincerely,

Fud

Frederick E. Hutchinson, Chairman
Food and Farmland Study Commission

Enclosure

Divisions
Administration — Animal industry — Inspections — Markets — Plant Industry -- Promotions — Animal Welfare

Commissions, Committees and Board
Harness Racing Commission, Milk Commission, Soil & Water Conservation, Seed Potato Board, Veterinarian’s
Examining Board, Agricultural Bargaining Board, Pesticides Control Board, Dairy Council Committee, Milk Tax Committee
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Maine Department of Agriculture

Maine Food and Farmland Study Commission
Fred Hutchinson, Chairman

Stuart N. Smith, Commissioner John Dawson, Vice Chairman

Tyler Libby, Project Director

600 State Office Building
Augusta, Maine 04333
June 18, 1979 Telephone 207/289-3874

H, Sawin Millett, Jr., Commissioner
Maine Department of Education
and Cultural Services
State Street
Augusta, ME 04333

Dear Commissioner Millett:

Enclosed is the final report of the Maine Food and Farmland Study Commission.
This report has been sent to the Governor and the 109th Maine State Legislature.
One recommendation in the report could affect your agency if the Governor or
the Legislature concurs,

That recommendation is Item I.A. in the Education section, which asks your
department to develop a policy of support for Maine's agriculture and create
educational programs for kindergarten through adult regarding agriculture and
our food system.

If you have questions on this, please contact me,

Sincerely,

i)

Frederick E. Hutchinson, Chairman
Food and Farmland Study Commission

Enclosure

Divisions
Administration — Animal Industry — Inspections — Markets — Plant Industry — Promotions — Animal Welfare
Commissions, Committees and Board

Harness Racing Commission, Milk Commission, Soil & Water Conservation, Seed Potato Board, Veterinarian’s
Examining Board, Agricuitural Bargaining Board, Pesticides Control Board, Dairy Council Committee, Milk Tax Committee
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Maine Department of Agriculture

Maine Food and Farmland Study Commission
Fred Hutchinson, Chairman

John Dawson, Vice Chairman

Tyler Libby, Project Director

600 State Office Building
Augusta, Maine 04333
Telephone 207/289-3874

June 18, 1979

Dr. Kenneth E, Wing, Dean

College of Life Sciences
and Agriculture

Winslow Hall

University of Maine

Orono, ME 04473

Dear Dean Wing:

Enclosed is the Maine Food and Farmland Study Commission's final report. This
report has been sent to the Governor and the 109th Maine State Legislature.
Numerous recommendations in the report would affect your programs. If the
legislature or the Governor concurs with them you will be asked to modify your
programs as indicated in the following:

1. 1Item V,A., in the Farmlands section recommends that research activities in
conservation be increased to include an expanded soil audit program.
Priority research programs would be: "developing viable rotation crops
for Aroostook, reduce soil compaction, and encourage the development of
local sources of soil improving materials.”

2. TItem III.D and E in the Marketing section ask the University of Maine at
Orono to identify and develop markets for under-sized and off-grade produce
and alternative agricultural products.

3. Item I,C., in the Education section asks that you "implement a comprehensive

program which would combine an apprenticeship program with a formal associate
degree program in Small Farm Management.,"

4, TItem I.E. in the Education section requests that the University '"collect,
analyze, and adapt data from worldwide sources on alternative technologies.
A library of existing methods be maintained with more popular information
published for easy access."

The University is expected to play an essential and expanded role in agriculture.
Hopefully this report can help to encourage additional agricultural work of the
University.

Divisions
Administration — Animal Industry — Inspections — Markets — Plant Industry — Promotions — Animal Welfare
Commissions, Committees and Board

Harness Racing Commission, Mitk Commission, Soil & Water Conservation, Seed Potato Board, Veterinarian's
Examining Board, Agricuitural Bargaining Board, Pesticides Control Board, Dairy Council Committee, Milk Tax Committee
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Dean Kenneth E. Wing -2- June 18, 1979

We thank you for the great deal of support and help you have given us in developing
this report. If you have any questions or need any points clarified, please call.

Sincerely,

Gkl

Frederick E, Hutchinson, Chairman
Food and Farmland Study Commission

Enclosure
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Maine Departiient oi Agriculture

RUSHBHREK Maine Food and Farmland Study Commission

Stuart N, Smith, Commissioner Fred Hutchinson, Chairman
John Dawson, Vice Chairman
Tyler Libby, Project Director

600 State Office Building

. . Augusta, Maine 04333
Edwin H. Bates, Director Telephone 207/289-3874

Cooperative Extension Service
Winslow Hall

University of Maine

Orono, ME 04469

JoE R X WK

Dear Director Bates:

Enclosed is the Final Report of the Maine Food and Farmland Study Commission.
This report has been sent to the Governor and the 109th Maine State Legislature.
Numerous recommendations in the report would affect your programs. If the
Governor or the Legislature concurs with them, you will be asked to modify a few
of your programs as indicated.

1. TItem V.A. in the Farmlands section asks that extension activities in
conservation be expanded. Priority goals cited are: increased rotation
crops for Aroostook, increased use of locally available soil improving
materials, and reduced soil compaction.

2. 1tem I.B, in the Education section calls for expanded extension help for
family farms, specifically with “small farm management, alternative tech-
nologies, biological soil management, integrated pest management, and
preduction methods for altermative crops'.

Generally, the Commission felt that the Cooperative Extension Service should plan
an expanded role in agriculture. Not only will the existing commercial farmers
have to be helped but the influx of small and part-time farmers must also be
served,

We thank you for the tremendous support that you gave this Commission.

Sincerely,

d)

Frederick E. Hutchinson, Chairman
Food and Farmland Study Commission

Enclosure

Divisions
Administration — Animal industry — Inspections — Markets — Plant Industry — Promotions — Animal Welfare
Commissions, Committees and Board

Harness Racing Commission, Milk Commission, Soil & Water Conservation, Seed Potato Board, Veterinarian's
Examining Board, Agriculturai Bargaining Board, Pesticides Contral Board, Dairy Council Committee, Milk Tax Committee
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Maine Department of Agriculture

Maine Food and Farmland Study Commission
Fred Hutchinson, Chairman

John Dawson, Vice Chairman

Tyler Libby, Project Director

600 State Office Building
June 15, 1979 Augusta, Maine 04333
Telephone 207/289-3874

Stuart Smith, Commissioner

Mr. Roger Mallar, Commissioner
Department of Transportation
Capitol Street

Augusta, ME 04333

Dear Commissioner Mallar:

Enclosed is the Maine Food and Farmland Study Commission's final report. This
report is now in the hands of the Governor and the 109th Maine State Legislature.
If the Legislature or the Governor concur with our findings, you will be asked to
modify a few of your programs as follows:

Item I.A. in the Transportation section charges you with "providing inputs to
the federal process to precipitate the consolidation of Maine railroad lines
into one system".

Item II.A. in the Transportation section asks '"the Department of Transportation
to facilitate inter-modal service by supporting the elimination of legal barriers
to inter-modal ownership, supporting improvement of cargo port facilities, and
conducting an experimental '"piggy back' transportation program'".

Item II.B, of the Transportation section recommends that the Department of Trans-
portation conduct research "to determine ways in which deregulation proposals
might affect Maine agriculture, and ways in which the Interstate Commerce Act
might be amended to modernize and improve agricultural transportation in Maine".

If you have any questions, please call.

Sincerely,

MW"”M
Frederick E. Hutchinson, Chairman

Maine Food and Farmland Study
Commission

Enclosure

Divisions
Administration — Animal Industry — Inspections — Markets — Plant Industry — Promotions — Animal Welfare
Commissions, Committees and Board

Harness Racing Commission, Milk Commission, Soil & Water Conservation, Seed Potato Board, Veterinarian’s
Examining Board, Agricultural Bargaining Board, Pesticides Control Board, Dairy Council Committee, Milk Tax Committee
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Maine Department of Agriculture

Maine Food and Farmiand Study Commission
. . . Fred Hutchinson, Chairman
Stuart N. Smith, Commissioner John Dawson, Vice Chairman

Tyler Libby, Project Director
600 State Office Building

Augusta, Maine 04333
Telephone 207/289-3874

June 15, 1979

Mr. Seth H. Bradstreet, State Director
Farmers Home Administration

USDA Office Building

University of Maine

Orono, ME 04469

Dear Seth:

Enclosed is the Maine Food and Farmland Study Commission's final report. This
report has been sent to the Governor and the 109th Maine State Legislature.

There are five recommendations in the report which concern your programs. If

the legislature or the Governor concur with our recommendations you will be urged
to modify your programs as indicated

Item III.A. of the Farmlands section requests that you discontinue the practice
of making loans for housing on highly productive agricultural lands.

Item I.A. of the Marketing section suggests that you expand your support of small
farm marketing and storage cooperatives, Also we recommend that you more strongly
support the production of new and promising agricultural enterprises.

Item II.B. of the Finance section urges you to continue to support only family
type farms "intended to support at least one family and where the family retains
a maximum amount of entrepreneural control".

Item III,B. of the Finance section requests that a soil and water conservation
plan be a prerequisite to public funding.

We thank you and your staff who helped us in our efforts. If you have any questions
or would like us to clarify any points, please call.

Sincerely,

Frederick E. Hutchinson, Chairman
Food and Farmland Study Commission

Divisions
Administration — Animal Industry — Inspections — Markets — Plant Industry — Promotions — Animal Welfare
Commissions, Committees and Board

Harness Racing Commission, Mitk Commission, Soil & Water Conservation, Seed Potato Board, Veterinarian‘s
Examining Board, Agricultural Bargaining Board, Pesticides Control Board, Dairy Council Committee, Milk Tax Committee
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Maine Department of Agriculture

Maine Food and Farmland Study Commission
Fred Hutchinson, Chairman

John Dawson, Vice Chairman

Tyler Libby, Project Director

600 State Office Building
Augusta, Maine 04333
Telephone 207/289-3874

June 11, 1979

Eddie L. Wood

Soil Conservation Service
USDA Office Building
University of Maine
Orono, Maine 04469

Dear Mr. Wood:

Enclosed is the final copy of the Maine Food and Farmland Study Commission
report. This report has been sent to the Governor and the 109th Maine State
Legislature. If the Legislature or the Governor concur with our findings, you
may be requested to modify a few of your pwograms.

Generally we request that you place highest priority on cropland problems
such as erosion, non-point pollution, and land use issues. Specifically we
suggest that the soil and water conservation districts be supported in their
efforts to identify Maine's most productive cropland. Item #I.D. on page two
recommends that you "accelerate publishing of prime soils maps in the I-95
corridor"”. 1Item #II.B. under soil erosion is a recommendation that your agency
place priority on comrecting cropland erosion.

We thank you for the great deal of support your agency has given the Maine
Food and Farmland Study Commission. If you have any questions or would like
points of the report clarified, please call.

Sincerely,

Mm
Frederick E. Hutchinson

Chairman
Food and Farmland 8tudy Commission

FH:TL/mg

Enclosure

Divisions
Administration — Animal Industry — Inspections — Markets — Plant Industry — Promotions — Animal Welfare
Commissions, Committees and Board

Harness Racing Commission, Milk Commission, Soil & Water Conservation, Seed Potato Board, Veterinarian’s
Examining Board, Agricultural Bargaining Board, Pesticides Control Board, Dairy Council Committee, Miltk Tax Committee
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Maine Department of Agriculture

irsepix NOW R Hamm XC RIS KIE Maine Food and Farmiand Study Commission
Stuart N. Smith, Commissioner Fred Hutchinson, Chairman

John Dawson, Vice Chairman

Tyler Libby, Project Director

600 State Office Building
Augusta, Maine 04333
June 15, 1979 Telephone 207/289-3874

Mrs, Inge L. Foster, Chairperson
State Board of Education

State Street

Augusta, ME 04333

Dear Mrs. Foster:

Enclosed is the final report of the Maine Food and Farmland Study Commission.
This report has been sent to the Governor and the 109th Maine State Legislature.
One recommendation in the report would affect your group if the Governor or the
legislature concurs.,

The recommendation in Item I.H. in the Education Section of the report asks that:
"The State Board of Education encourage local school boards to expand and upgrade
the vocatiocnal agricultural programs., More vo-ag teachers need to be employed."”
If you have questions regarding this report, please contact me,

Sincerely,

Gned YT s

Frederick E. Hutchinson

Chairman, Maine Food and Farmland
Study Commission

FEH: cmb

Enclosure

Divisions
Administration — Animal Industry — Inspections — Markets — Plant Industry — Promotions — Animal Welfare

Commissions, Committees and Board

Harness Racing Commission, Milk Commission, Soil & Water Conservation, Seed Potato Board, Veterinarian's
Examining Board, Agricultural Bargaining Board, Pesticides Control Board, Dairy Councit Committee, Milk Tax Committee
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Maine Department of Agriculture

JORER N NCWH R X S RIS KX Maine Food and Farmland Study Commission

Stuart N. Smith, Commissioner Fred Hutchinson, Chairman
John Dawson, Vice Chairman

Tyler Libby, Project Director

600 State Office Building
Augusta, Maine 04333
Telephone 207/289-3874

June 15, 1979

Mr. John Joseph, Director
Office of Energy Resources
Executive Department

State House

Augusta, ME 04333

Dear Mr. Joseph:

The enclosed is the final report of the Maine Food and Farmland Study Commission,
The report has been sent to the 109th Maine State Legislature and the Governor.
A few recommendations concern your agency. If the Governor or the legislature
concur with our recommendations, you will be asked to respond to the following:

Item I.A. in the Energy Section asks your office to evaluate and modify
the state energy plans if needed to assure agricultural priority to the
use of fuel in energy shortage situations;

Item II.A. in the Energy Section charges you to form an agricultural
energy task force as outlined.

If you have questions regarding the above, please contact me.

Sincerely,

Frmad)
Frederick E. Hutchinson

Chairman, Food and Farmland
Study Commission

FEH:cmb
Enclosure

Divisions
Administration — Animal Industry — Inspections — Markets — Plant Industry — Promotions — Animal Welfare
Commissions, Committees and Board

Harness Racing Commission, Milk Commission, Soil & Water Conservation, Seed Potato Board, Veterinarian's
Examining Board, Agricultural Bargaining Board, Pesticides Contro! Board, Dairy Council Committee, Milk Tax Committee
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Maine Department of Agriculture

VKB RN HH AKX KONGRS RIS Maine Food and Farmland Study Commission

Fred Hutchinson, Chairman
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June 18, 1979 Tyler Libby, Project Director

600 State Office Building
Augusta, Maine 04333
Telephone 207/289-3874

Commissioner Stuart N. Smith
Maine Department of Agriculture
State Office Building

Augusta, ME 04333

Dear Commissioner Smith:

The Maine Food and Farmland Study Commission has completed its Final Report to
the Governor and the 109th Maine Legislature. 1In that report we recommended a
number of things that involve your agency. If the Legislature or the Governor
concur with our findings, your agency may be significantly impacted. These
recommendations which affect you are:

1.

Item I.A. in the Farmlands section would establish agricultural districts
which would be coterminous with and administered by Soil and Water Conser-
vation Districts. This would probably require increased staffing of all
16 Soil and Water Conservation Districts and the State Soil and Water
Conservation Commission.

Item I.C. in the Farmlands section charges the Department of Agriculture to
develop an ongoing program to facilitate farmland preservation and
conservation. Farmland use and ownership would be monitored and highly
productive farmlands would be identified.

Item IV.A. would charge the Maine Department of Agriculture with being res-
ponsible to see that farmland considerations are made on state and federal
projects. This can best be done by existing state review processes and the
A-95 process.

Item IT.A. in the Marketing section asks the Department of Agriculture to
adopt regulations which require that potatoes shipped from Maine exceed the
requirements of the U.S. #1 grade.

Item II.B. in the Marketing section calls for the development of a "Buy Maine"

program,

Item III.A. in the Marketing section asks that the department implement the
Direct Marketing Act.
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10.

11.

12.

13.

14,

15.

16.

17.

18,

Item III.E. asks that the department identify markets for alternative agricul-
tural products.

Item ITI.F. in the Marketing section asks that the Department of Agriculture
study the feasibility of revitalizing the food processing industry.

Item IV.B. in the Marketing section requests that the Commissioner create two
new task forces, one for produce and one for livestock, to develop recommenda-
tions on the needs for coordinating arrangements and mechanisms within their
respective industries.

Item II.A. in the Finance section asks for the department to administer a fund
which would offer low interest land loans to new entrants into farming.

Item II.C, in the Finance section asks the Maine Department of Agriculture to
encourage banks to do more farm financing.

Item II.D, in the Finance section charges the department with providing input
to the federal process, i.e. support of expanded national crop insurance.

Item II.A. in the Government section calls for the periodical assessment of the
impact of occupational safety and health laws on agriculture in Maine and
recommendation of changes as necessary.

Item II.B. in the Transportation section requests that the department assist
the Department of Transportation in determining ways that transportation
regulations should be changed and how deregulation proposals will affect
agriculture.

Item I.D. in the Education section asks that the department identify successful
farmers willing to work as advisors and match them up with new farmers desiring
assistance.

Item I.G. in the Education section calls for the establishment of a speakers
bureau as well as facilitating media coverage to educate Maine people regarding
agriculture and the findings of the Commission.

Item I.A, in the Entrance to Farming section asks that the department create
a mechanism within the department that would coordinate entrance to farming
activities,

Item II.A. in the Entrance to Farming section calls for the development of
programs which would encourage non-farm landowners to lease their land to
farmers,

We fully realize that proposed changes would require significant changes within the
Department and that many of the roles identified would be new and would require a
new direction for the department. We feel that the Maine Department of Agriculture
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needs to expand into these new areas if the increasingly complex needs of Maine
agriculture are to be met.

Sincerely,

Zo

Frederick E. Hutchinson, Chairman
Food and Farmland Study Commission

Enclosure
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