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During the Regular Session of the 107th Legislature the Joint
Standing Committee on Agriculture was directed by the Legislative
Council through the State Legislature to study Maine's potato 1li-
censing and bonding laws and the effect of the laws on the Maine
potato industry (SP 530). The Committee on Agriculture was also
directed to report any recommendations or necessary implementing
legislation to the State Legislature by the Special Session in
1976 or by the Regular Session in 1977.

The Joint Standing Committee on Agriculture sent question-
naires to potato producers, shippers, and processors in Maine and
in 10 other leading potato producing states. The questionnairces
requested information concerning the structure of the potato in-~
dustry, the administration of State laws pertaining to the industry,
specific laws, as well as rules and regulations regulating the in-
dustry, and problems within or confronting the industry. A sub-
committee of the Agriculture Committee also held public hearings
in Presque Isle, Maine on October 28,29, 1975 and in Fryeburg, Maine
on November 17, 1975 to obtain testimony from potato producers,

shippers and processors.
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I. The Potato Industry in Maine

Maine's potato industry is composed of roughly 1300 potato
producers representing 1000 individual farming operations, 105
shippers and dealers, 6 major processors and several smaller pro-
cessors. The Staﬁe harvests roughly 135,000 acres of potatos
and produces approximately 33,000,000 cwt of potato of which 1/3 are
processed, 1/3 are seed potatoes, and 1/3 are sold as table stock
or fresh. 1In 1974, 50 percent of the crop was sold as table stock,
40 percent was processed, and 10 percent was sold as seed.

Comparing Maine to the nation, Maine is the fourth largest
producer of potatoes in the country and markets the crop primar-
ily on the East Coast. Unlike the nation, generally, in which
more and more of the crop is being processed, Maine's percentage
of the crop that is processed annually is declining slightly.

Most of the fresh table stock (75%) is sold to chain stores, and
the remainder is sold to wholesalers.

Maine's potato industry has experienced many problems in the
last 10-20 years. Although there are a variety of problems af-
fecting the industry; growers, shippers, and processors, for the
most part, believe that the absence of an active regulatory body
that can take immediate action toward resolving industry problems
in their early stage is responsible for the magnitude and extent
of some of the problems confronting Maine's potato industry. Some
problems are the result of the market system and inflation, some
are the result of individual farm operations and general marketing

practices, and other problems stem from intra-industry conflicts.
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The Market System and Inflation: Effect on the Industry

Inflation and the vagaries of the potato market have been
more injurious to the Maine farmer:dwm to the average United States
farmer. A cursory comparison of the value of the Maine potato
crop with the national crop indicates that between 1970 and 1973,
the former increased 100 percent and the latter rose 66 percent.
The figures are Vvery misleading, however. While personal income
of farm operators increased 58.5 percent in the United States be-
tween 1970 and 1973, personal farm income in Maine rose only 39.5
percent in the same period. Furthermore, farm expenditures through-
out the nation rose at a greater rate (60 percent) than personal
income. In addition to reduced income, yield per area has dropped.
Accordingly to Statistical abstract, the yield per area of potatoes
in Maine has dropped nearly 20% between 1971 and 1973.

There are very few reliable statistics that have been record-
ed concerning income and expenditures of the potato farmer as well
as the value of the potato crop during the years 1973 and 1975.

It may be safe to aésume, that the accelerated rate of inflation
between 1973 and the present has reduced farm income more than it
did prior to 1973.

It is evident that the potato industry in Maine is limited in
its ability to reduce inflation or to have much impact on the mar-
ket system. On the other hand, the industry and the Maine Depart-
ment of Agriculture can have significant impact upon intra-industry

conflicts which is another problem.
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Individual Farm Operations and General Marketing Practices

The College of Agriculture of the University of Maine in con-~
junction with the Maine Department of Agriculture, produced a re-
port in 1972 entitled "A Joint Proposal for the Maine Potato In-
dustry", Miscellaneous Report 141. The Report pointed out that
indvidual farm operators and general marketing practices of pro-
ducers are responsible for a serious decline in the industry. Ac-
cording to Agriculture officials at the University and in the State
Department of Agriculture, potato stock from other Eastern produc-
ing areas in the Unites States is replacing Maine stock because of
lower freight charges, shorter delivery time, better quality and
sizing, and better washing, packaging and appearance of the east-
ern stock compared to Maine potatoes. Agricultural officials in
the State also point out that the decline in the quality of Maine
potatoes accompanied the phasing out of the federal marketing or-
der which established compulsory inspection at the shipping point.
As a result, Maine has lost its image as a producing area of qual-
ity potatoes, and the attempts of producers to overcome the poorer
images by advertising is a great waste of resources.

Another problem, underlined by the Report, concerns season-
al marketing of potatoes. Maine growers, in order to obtain high-
er prices, "backed away from efforts to actively maintain early
season markets". The result has been that ..."our competition
moved in and successfully overcame a long standing image that the
Maine potato could demand priority in the market whenever they were

available".
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Agriculture officials show that Maine's F.0.B. farm price im-

proved during the federal order market period and declined prior

to and following the termination of the market order. As a result
agricultural experts in the State attribute better potato prices

to consistently high quality potatoes that was created and enforced

by a federal market order.

Intra-Industry Conflicts and Problems

Intra-industry conflicts and problems stem, in part, from
the market system and inflation. Supply and demand determine the
price of potatoes. Forces which affect supply and demand also
affect the shipper, grower, and processor. Thus, an oversupply of
potatoes reduces the price and places the shipper and processor
in a better bargaining position than the grower. A short supply
increases both the price of potatoes and the bargaining position
of the growers. Therefore, the group that is adversely affected
seeks redress on occasions in which it perceives itself to be the
victim of unlawful or unethical designs of another group.

While all three groups (growers, shippers, and processors)
have been guilty of misusing their bargaining position or power,
state and federal law are based on the theory that processors
and shippers are more susceptible of misusing their bargaining
position than growers. The reason for protective legislation for
potato growers on the state and federal levels is based upon the
assumption that no matter how high the price of potatoes climbs,
the perishable nature of the product substantially weakens the
bargaining power of producers. According to this theory, the pro-
ducer 1is dependent.upon a small number of shippers and processors

for the sale of his product which must reach the market shortly



-fh=

after it has been harvested. It is possible for the small group
of potato buyers, in the opinion of the growers, to take advantage
of the perishable nature of the c¢crop to enhance their bargaining
power.

Shippers and processors, on the other hand, are supplied by
a very large number df g£owers and are not dependent upon a very
small group of the raw product. In addition, potato producers ar-
gue that processing firms have much greater resources to protect
and defend themselves compared to the growers.

Thus, state and federal law are designed to give growers with
limited resources an opportunity to defend their interest, and pro-
cessors are required to rely exclusively on their own financial
resources to protect themselves. The laws are based upon the pre-
mise that grew out of the Populist movement in the 1870's that in-
dividuals must be protected by law against corporations which, by
nature, exploit people with limited resources.

Each group (growers, shippers, and processors) points out that
it has been seriously injured, at times, by the practices of oth-
er groups in the industry. Growers complain that some shippers
have violated the law and violated contracts by not paying the
price upon which they mutually agreed. Potato producers agrue
that shippers sometimes do not inform producers about the quality
and size potatoes ordered by the buyer, and will ship any quality
of potato to fill the order... as a result, the load meet problems

when it reaches the market, and the grower must absorb the loss.
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Growers indicate that they have greater problems with pro-
cessors than shippers. According to the producers, there are such
a small number of processors that they are able to control the
market. In addition, the producers point out that they are the
victims of a poor payment system of some processors. While some
processors pay according to an established, regular schedule, there
are two processors which have not payed the growers on a regular
basis. One processor with 2 plants has owed more than $4,000,000
to growers for more than one year, and the unpaid growers have
found it difficult to plant their crop without their due funds.
Another processor has not paid growers éccording to the schedule
mutually agreed upon, and the "slow payment”" system has hurt some
of the producers.

Although growers point out that they have been exploited by
shippers and processors in the past, the latter indicate that they
have been victims of illegal and unethical practices of the grow-
ers. Shippers complain that some growers have cleaned and pack-
aged their crop very poorly, and it meets problems at the destin-
ation point. In addition, some growers provide a lower quality
product that does not meet the buyer's specifications which vio-
lates the contract between producer and shipper.

Processors point out that some growers have reneged on
their contracts in order to take advantage of a sudden price rise
in the market. According to the processing firm which owes more
than $5,000,000 to 309 Maine Growers, 179 producers failed to de-
liver their contracted crop to the processor between 1972 and 1974,

and 67 producers reneged on their contracts in 1974-1975. Roughly,
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1,500,000 cwt of potatoes valued at $2,650,000 were not delivered
to the processor in 1972-74, and the processor was forced to pur-
chase potatoes at a cost of $7,175,332.50 to replace the undeliv~
ered crop. In 1974~75, 129,491 cwt of potatoes valued at $502,425
were not delivered to the processor which was forced to replace
them at an additional cost of $194,236.

Processors also point out that some growers deliver a lower
guality product than was contracted. As a result, the processor
must purchase other potatoes at higher cost, or produce a smaller
guantity of the processed product.

The federal government passed the Perishable Agricultural
Commodities Act to protect the growers, and the State has passed
licensing and bonding laws that require shippers and processors
to be licensed and bonded before they can do business in Maine.
By licensing and bonding potato processors and shippers, the State
seeks to pressure shippers and processors to conform to ethical
businesgss practices. Maine has also enacted the Agricultural Bar-
gaining Commission Act, composed of growers and their represen-
tatives, to negotiate contracts for growers to give them greater
bargaining power.

Maine is not unlike other states which have very similar
laws to protect growers, but none to protect shippers and process-
ors. In addition, California and Oregon have producer lien laws
that are placed on the inventories of processors to protect grow-
ers who receive “no or slow‘ﬁay" from processors.

In order to measure the effectiveness of the licensing and

bonding laws, it is necessary to study the following:
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1. The extent to which the laws have been utilized to re-

medy the intra~industry problems.

2. The results of utilizing the laws.
3. The spirit of administration of the laws.
1. Utilization of the Licensing and Bonding Laws and the PACA.

Maine's potato growers have not utilized the licensing and
bonding laws to obtain redress for their grievances to the extent
that they have utilized the PACA. Since the enactment of the 1li-
censing and bonding laws in 1971, 5 cases have been brought before
the Board against potato shippers. Each case has been resolved
in favor of the growers.

Very few growers, however, are knowledgeable of the provi-
sion of the laws because very few (10-15%) have had to utilize
the laws. According to shippers, growers, and the Maine Depart-
ment of Agriculture (MDA) most growers and shippers Y85-90%) have
no problems in their relationship. According to some MDA indivi-~
duals, the growers and shippers who have utilized the laws and
who file complaints with the Department, tend to be individuals
who have "questionable"” business practices. In addition, the
plaintiffs who use the law or file complaints over time tend to
be the same individuals.

A number of shippers support this analysis. They point out
that the "better growers do business with the better shippers”
and most shippers try to avoid this small group of growers who

have a history of failing to comply with their contracts.
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Growers, on the other hand, disagree that a small group of
producers with questionable business practices are the ones who
file most of the complaints with the Department of Agriculture.
According to the Maine Potato Council, an organization represent-
ing Maine Potato Producers, all producers are affected by the
practices of potato shippers, and the small group of plantiffs
represents a cross section of the potato growers.

Potato producers are more accustomed to the PACA which they
began to use in the 1960's to obtain redress for their grievances.
A survey of the calendar years 1971-1974 and the calendar year
1975 (to September 30) reveals that 103 cases involving 644 grow-
ers were filed against Maine processors and shippers. Of the 103
cases, 96 were claims against processors. The United States De-
partment of Agriculture has settled approximately one-half of the
103 cases which has resulted in the payment of nearly $4,000,000
to growers. Presently, there are 49 cases pending against Maine
processors involving $2,300,000 in claims.

Processors and shippers point out that potato producers have
a measure of protection that the shippers and processors do not
possess. The latter argue that their license c¢an be revoked or
suspended for using unethical or illegal practices which can close
their operations. Ggwowers, on the other hand, do not have to fear
that their businesses will be closed because of unethical or il-

legal activites.
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It must be pointed out, however, that the processors and
shippers can appeal decisions under the licensing law to Superior
Court. Therefore, no licenses would be suspended or revoked until

a court decision was rendered.

2. Results of Utilizing the Laws.

While the licensing and bonding laws have not been used by
growers to much of an extent, the growers and some shippers in-
dicate that the mere existence of the laws has prevented abuses
which existed prior to passage of the laws. One shipper indicated
that prior to enactment of the laws, shippers could easily take
advantage of growers because business between growers, shippers,
and buyers was conducted, for the most part, on a verbal basis
with no written confirmation of the transaction. A legimate $50
price adjustment was often expanded into a $500 price reduction
to the grower.

As a result of the licensing and bonding laws, all trans-
actions must be confirmed in writing and any price adjustments
must be justified by an ingpection. Thus, the problems that
formerly existed between growers and shippers have been allevated
to a great extent.

Although potato shippers are divided in regard to the necess-
ity for a licensing law, they unaminously oppose the bonding law.
According to the shippers, the bond requirement is unnecessary.
Annual bonding costs for all of Maine's shippers range between
$50,000 and $100,000, and the funds are sent to out-of-state firms

to the disadvantage of the State. Since the bonds have not been
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"called", they have not proved to be effective. Furthermore, the
shippers argue that the bonds would never cover the liabilities
of the shippers who do more business with one grower than the
cost of the bond which is divided between all creditors in case
of bankcruptcy or debt.

The growers argue that the amount of the bond, per se, is
not important. The important feature of the bond, according to
the Growers, is that it will indicate the financial situation of
the shipper which will enable the growers to make decisions about
shipping potatoes. One bonding company points out, however, that
a near bankcrupt firm can get a bond by placing the full amount of
the bond in escrow.

Many shippers dislike the licensing and bonding laws, and,
according to the growers and shipper, a shipper will often refuse
to do business with growers who file complaints against them.

The reason for the unwillingness of the shippers to do business
with growers who make complaint against shippers is that the com-
plainants tend to be the poorer businessmen who give everyone prob-
lems. Shippers prefer to do business with individuals who will

not take advantage of them.

The 1975 amendment to the State's licensing and bonding laws
which requires processors to be licensed and bonded cannot be
measured in terms of effectiveness because the law did not take
effect until October 1, 1975. The processors are opposed to the
amendment, and argue that the PACA, a federal law, has already

established a procedure for growers to use to protect themselves.
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One point that the processors emphasize is the problem posed
by the bonding provisions. They point out that the bond will nev-
er cover the amount of business they do with the growers. One
firm which does more than $4,000,000 with growers per year, will
not protect growers with a $50,000 bond. The processors also
point out that they should be protected from illegal or unethical
practices of growers by licensing and bonding growers.

The potato producers consider the PACA a slow working system.
They point out that some complaints are not settled by the PACA
for a few years. In addition, a processor can appeal a PACA de-
cision to the courts and the case will take another few years to
resolve. The growers cite the Valsing case in which a formal com-
plaint was made three years ago and there has been no oral hear-
ing scheduled to this date. The growers also cite the case against
a processor which owes Maine producers more than $4,000,000. The
complaint was lodged one year ago, and no oral hearing has been
scheduled to the present time. The Maine Department of Agricul-
ture discloses that the St. John Valley potato producers' case has
been in the courts for more than two years. Thus, the limited
resources of the producers and the length of time required for a
decision from the PACA reduces the effectiveness of the PACA for
some growers.

The effectiveness of the PACA may also be measured by the
degree 0of federal control over processors and shippers and the
ability of the United States Department of Agriculture to enforce

its decisions. According to PACA officials, Jack Gardner and
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Eugene Carlucci of the Central office in Washington, the PACA is
limited, in some circumstances, in its ability to enforce PACA
decisions with respect to shippers and processors. A processor,
for example, which utilizes Maine potatoes exclusively, produces
french fries and potato chips, and sells the products out-of-state,
does not fall within the jurisdiction of the PACA licensing laws.
A firm which utilizes out-of-state potatoes or processes a variety
of vegetables is covered by PACA licensing law.

It is possible, therefore, for some types of potato process-
ng firms which process Maine potatoes into french fries and potato

chips to violate PACA requlations without fear of federal punitive

action.

3. Spirit of Administration of the Law.

According to all groups within the industry, there is no
agency or regulatory body that actively administers regulatory
law or polices the industry. Remedial action is taken only
after a crisis has occured, and is more aptly described as re-
action. An organization that is aware of all industry activity
and can take action to resolve problems before they reach a
crisis is the answer to many of the problems, plaguing Maine's
potato industry.

The most logical regulatory agency to oversee the activities
of the potato industry is the Maine Department of Agriculture
(MDA) . Some processors and shippers point out that MDA lacks
the authority to take decisive action, and they suggest that the

industry police itself.
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Some growers, on the other hand, point out that the State
Department of Agriculture could play a more active role in the
potato industry and prevent problems before they occur by en-
forcing existing laws. The growers suggest the Department of
Agriculture personnel pursue their regulatory role by more fre-
quent on-sight supervision of industrial activities. By inves-
tigating the business practices of each group in the industry
and by maintaining a careful watch over the activities of each
group, the Department of Agriculture, in the opinion of many-
growers, could substantially reduce the problems that exist be-
tween the several groups.

Maine law clearly provides the State Department of Agricul-

ture with the power to mvestigate’ the potato industry and to
maintain a careful watch over the activites of the indﬁstry.
According to 7 MRSA § 1016, the Commissioner of Agriculture or
his agent may conduct an investigation "upon the verified com-
plaint of any interested persons, or on his own motion (of)
conduct and activities of any person applying for or holding a
license.......

While statutory law grants the power to the MDA that the
potato growers urge the Department to use, economics may limit
the ability of the Department to pursue an active ' regulatory
role. The law requires the Commissioner of Agriculture to
hold a public hearing everytime that a license is issued, but
the cost in time and money has made the provision impossible

to implement.



IX. The Potato Industry in Other States: The Washington and Ore-

gon Experience.

Maine's experience in the potato industry has not been un-
like that of the potato producing states of New York, Wisconsin,
and several Western states. Inflation as well as cyclical supply
and demand, inefficient farming operations,predatory business
practices, and intra-industry conflicts have plagued most of the
leading potato producing states. Some states such as New York,
Wisconsin, Michigan and Minnesota have not experienced these pro-
blems to the extent that the potato industry has been seriously
hurt. Other states such as Washington and Oregon experienced
very serious problems in the potato industry and in agriculture
in general. Aé a result, Washington and Oregon pursued a bold
new approach to agriculture compared to previous policy.

Prior to 1965, the agricultural sector of the northern Paci-
fic coastal states substantially outvalued the manufacturing sec-
tor in regard to goods produced. The manufacturing sector has
increased dramatically since the mid 1960's and has surpassed
the agricultural sector in terms of the value of goods produced.
Nevertheless, the agricultural sector has not declined in regard
to actual production and value of goods produced, and is a very
substantial segment of the economies of the two states.

During the 1950's the agricultural sector of the economies
of Washington and Oregon were plagued by a multitude of problems
including serious intra-industry conflicts. Producers, commission
merchants, processors, shippers, etc. finally realized the need
for a strong regulatory and enforcement policy that would force

the various groups to comply with the law and cooperate with each
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other. The outcome has been that the Department of Agriculture
in Washington State, for example, has substantial regulatory and
enforcement powers which the department readily uses.

The desire for a strong regulatory body and rigorous law en-

forcement has created great respect among all agricultural groups
for the Washington State Department of Agriculture (WSDA). As a
result, many problems have been resolved, and there 1is much more
harmony within the agricultural sector than existed in the 1950°'s.
There are still problems and conflicts, but they have been kept to
a minimum.

The Washington State Commission Merchants Law does not differ
significantly from Maine's Agricultural laws governing the potato
industry. Chart A compares the powers of the Departments of Ag-
riculture of Oregon, Washington, and Maine. In summation, the
Departments can investigate all agricultural groups, (processors,
dealers, growers, etc.) suspend licenses and close down operations,
bring suit against each group in court in the name of Eﬁe Director
or Commissioner of Agriculture, have access to all books and re-
cords of each group, and to issue subpoenas for evidence.

Washington agricultural law, unlike Maine agriculfural law,
provides that all employees of the Department of Agriculture
have the same powers and authority as Justices of the Peace. In
addition to the power of arrest granted to agriculture officials,
Washington agricultural law provides that violation of the provi-
sions of the law is a misdemeanor and carries a jail sentence and/

or fine.
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The key to the successful results of the Commission Merchants
Law lies in the willingness of the Agriculture department to use
the law and the Department's expeditious implementation of the law.

The Enforcement Division of the Washington State Department
of Agriculture has a staff of 5 people and is currently allocated
$172,286 or 1 percent of the total budget and staff of the depart-
ment to enforce the law in all branches of agriculture. Most pro-
blems are resolved without punitive action because all groups res-
pect the powers of the Department. Some problems require punitive
action which the Department readily uses when no other action is
successful.

Another aspect of enforcement concerns quality control. The
northwest Pacific states devote considerable attention to quality
control over agricultural production. State law requires that all
potatoes (and other produce) be inspected prior to shipmeﬁt.
Strict enforcement of quality control has created substantially
greater harmony within the potato industry, and the markets for
Washington's agricultural production have increased significantly.

In addition to compulsory inspection, Washington State is
part of the Federal Marketing Order. According to Stuart Bled-
soe, Director of the Department of Agriculture, the Federal mar-
keting order has produced positive results for Washington State
agriculture.

Agriculture producers are protected by the WSDA in regard to
payment for the product purchased. A standardized contract re-
guires that payments for crops purchased must be made within 30
days following delivery of the product unless otherwise specified

in the contract. In the event that a commission merchant or cash
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buyer fails to pay for the crop in the specified period of time,
the grower is required to notify the WSDA within 30 days. If the
grower delays notifying the department and reports "no or slow
payments” after the 30 day period, the grower is fined a speci-
fied percent of the amount due. The reason for the provision
is that a commission merchant or processor in default of payment
to one grower will probably have problems paying other growers,
and the Department must be notified immediately before the problem
becomes critical.

Upon notification, WSDA officials investigate the situation
and try to resolve the problem as expeditiously as possible. If
all means fail, the Department can revoke licenses and close op-
erations of firms or individuals purchasing agricultural produc-
tion.

In order to carry out the eBforcement phase of the state's
agricultural policy, the Washington State Department of Agricul-
tural uses the monies it receives from the licenses it issues.
License fees are much greater in Washington than in Maine which
enables the Department of Agriculture in the former state to
implement a more comprehensive and aggressive policy compared to
the Maine Department of Agriculture. Annual license fees in
Washington are $80 and there are no reduced rates for renewal of
licenses. 1In Maine, the inital fee is $50 for a potato license
and the renewal fee is $25. In addition to higher license fees
in Washington State compared to Maine the west coast state charges
the same license fee ($80) for each subsidiary operation of an

agricultural firm. In Maine, each subsidiary operation pay a li-
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cense fee of $2.

The potato producing states in the West are not iny concern-
ed with regulation and enforcement. There has been close coopera-
tion between the Executive, the Legislature, and the Department of
Agriculture in each state to develop new agricultural markets.
States such as Washington, Oregon, Idaho, and California have been
promoting agricultural production of their respective states in
Asia, Latin America, and in other parts of the United States.

Washington State budgets roughly $420,000 per year for ag-
ricultural development. Roughly 2 percent of the total budget
and manpower are devoted to agricultural development. The Ag-
ricultural Development section assists the entire agricultural.
community to develop new markets, look into new directions in ag-
riculture, and acts primarily as a research and guiding -agency,

The agency publishes current market news on a monthiy'pgsis that

includes prices and production for all agricultural products.



CHART A

PROVISIONS OF THE AGRICULTURAL STATUTES IN

MAINE, OREGON, AND WASHINGTON
IN REGARD TO POTATOCES

Powers and Duties of the Depart-

ments of Agriculture

1.

2.

3.

Deny, suspend, revoke licenses

Issue subpoenas

Investigate books and records
upon complaint or on own motion

Unimpeded access to all facil-
ities and vehicles in which
potatoes are stored, handled,
processed or transported

Take assignments of claims from
growers and sue dealers, pro-
cessors, etc.

Make complaint in any criminal
action of any violation of any
provision

Petition the courts to issue
injunctions or restraining
orders

7 MRSA § 1018

Maine Oregon
ves yes
7 MRSA § 1017

yes yes
yes yes
7 MRSA § 1018

7 MRSA § 1015

7 MRSA § 1016

conditional yes
7 MRSA § 956

yes yes
7 MRSA § 1026

7 MRSA § 13

no yes
Civil Action
Only

yes yves

-Washingténl

yes

yes

yes

yes

yes

yes

ves
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9.

10.

Bring suits in several
state courts

Powers of Justices of the
Peace. Power to arrest

Violation of laws considered
a misdemeanor

License and Bonding

1.

All dealers, retail peddlers,
cash buyers, and processors
must be licensed.

2. Costs of licenses

3. Bond provision

4. Producers Lien Law

Enforcement

1. Full time enforcement division-
inspecting and supervising en-
tire industry

2. Full time legal staff

ney-General's office

as needed

Maine Oregon
yes yes

7 MRSA § 1027

no yes

no yes
yes yes

7 MRSA § 1014

X

Initial cost - $50 - §$50
Renewal fee - $25 - $50
fee for subsidary

operations - $ 2 - $50
$5,000-50,000 $2,000
no yes

no yes
assigned from Attcr- yes

Washington

yes

yes

yes

ves

- $80
- $80

- $80
$7,500

no

yes

yes
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Maine Cregon Washington
3. Compulsory inspection at time no yes yes
of shipment
Records of Transactions
1. Names of growers, buyers, yes vyes yes
shippers, etc.; purchase 7 MRSA § 1022
price, grade and condition,etc.
Quality Control
Part of the Federal Marketing no yes Yes
order
Protection for Grower
1. Processor cannot beyond no provision provision provision dis-
capacity disallows it allows it
2. Uniform contract no yes : yes
3. No price discrimination
between buyers no provision provision provision dis-
disallows it allows it

TP/sym
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ITI. Alternatives to Remedy Problems

There are a number of alternatives to remedy the problems
confront Maine's potato industry. The alternatives are. pre-

sented below:

1. Create a Maine Marketing Order.
2. Create an Industrial Regqulatory Agency.
3. Intensify the role of the Department of Agriculture

as a Regulatory Agency.

4. Establish a Producer's Lien Law.

5. Increased requlation of packaging and grading of Maine
potatoes.

6. Establish the Potato Commission as an Advisory Group.
7. License and bond growers who package potatoes.

8. License growers.

9. Legislative cooperation with the Department of Agriculture.
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1. Maine Marketing Order

One possible alternative is to establish a potato market-
ing order in Maine. The marketing order could be either a fed—
eral or State order. A federal market order must be approved
by a 2/3 vote of all growers. Traditionally, potato growers
in the State have opposed the federal order market since it was
terminated in the early 1960's. A State marketing order could be
imposed but grower cooperation or compliance could be limited.
State statutes may empower the Commissioner of Agriculture to
establish a State market order.

A marketing order could help improve the quality of pro-
duct which would indirectly improve relationships between grow-
ers, shippers, and processors. By being assured of a consistent-
ly high quality product, shipper, processors, and fresh table
stock buyers may not have as many marketing problems. Hopefully,

the growers would benefit, by higher product prices.

2. Industrial Regulatory Agency

An industrial regulatory agency to police the industry and
to enforce all groups within the industries to comply with the
law, is a second alternative. According to one processor, the
Agricultural Bargaining Commission, representing all groups,
could act as the enforcing agent. Compulsory inspection, en-
forcment of contracts, disciplinary action, and other powers

could be granted to the Commission.
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An industrial regulation agency has several advantages and
disadvantages. On the positive side, it would force all groups
to work together. The indusirial regulatory body could assess
each member a fee in order to provide the agency with funds to
enforce its power, which the Department‘of Agriculture has not
been able to do at this point.

On the negative side, industrial regulatory authorities have
become increasingly unpopular across the nation. One outcome
is that the regulated firms eventually control the regulation
authority, and little regulatory action is undertaken. In addi-
tion, desperate groups within an industry can grow further a-
part as one group perceives that a rival group is gaining in
power or influences decision that are injurious to a particular
group. Another problem associated with regulatory authorities
within an industry such as the potato industry is the opposition

that maybe created in unregulated industries such as poultry, etc.

3. Department of Agriculture as a Regulatory Agency

The most logical regulatory body would appear to be the
Maine Department of Agriculture which is susposed to represent
all groups in agriculture without having personal financial in-
volvement in the industry. Acting as an impartial judge, the
vepartment of Agriculture can enforce the law and render deci-
sions that might not be considered to be as prejudicial,in the
opinion of the regulated groups, as decisions rendered by an

industrial regulatory authority.
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In order to develop a rigorous regulatory policy and ap-
proach within the Maine Department of Agriculture toward the
potato industry, additional manpower and funds may be required.
According to some Department officials one or two more people
would be required to actively supervise industrial activities.
Furthermore, there would probably be additional funds required
to fund the expected increase in the number of public hearings
that would be held.

The required funds could be derived by increasing license
fees and/or the potato tax. Another possible source of income
might be for the Department (MDA) to shift its emphasis from
potato brand inforcement to general enforcement within the en-
tire industry. Another possibility is to appropriate funds for

stricter enforcement.

4, A Producers' Lien Law

The growers argue that there is no protection for the potato
produccrs in cases in which processors encounter serious finan-
cial problems. According to the Maine Potato Council, one pro-
cessor which owes growers in excess of $5,000,000 could have a
serious economic effect on many producers. A $50,000 bond is
in sufficient to cover the contract negotiated by the processors.

California and Oregon have producer lien laws that are
levied on the finished product of the processor. According to
the California law, the producer's lien takes priority over any

other debts of the processor excluding the lien of a warehouseman
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and the lien of labor. 1In addition, the processor cannot sell

the finished product for 60 days unless the processor has paid

the producers for their potatoes. Following the 60 day period

or paymeht to the producer, the lien is ineffective.

According to the Maine Bureau of Banks and Banking, manhy
banks will not extend loans to processors based on their inven-
tory unless the lien of a warehousaman- has priority over all
other liens. The warehouseman lien provisgsion assures the bank
that it will recover its funds in case of a firm's default in
payment of debts. Some banks may loan funds secured by the in-
ventory without a warehouseman lien, but the interest rate would
be signigicantly higher and the loan would be less compared to
a loan with a warehouseman lien provision.

According to the Maine Potato Council, a producer lien law
attached to 50 percent of the value of the investory would allow
the processor to continue to borrow money based on the inventory.

A problem that may arise from the passage of a potato pro-
ducers lien law is the criticism that may be generated among
other agricultural groups. Representatives of the poultry,
dairy, and fruit industries may consider the potato producers
lien law as a special interest law designed to protect the potato
growers and not all agricultural producers in Maine. Consequent-
ly, a producers lien law levied on the inventory of all processors
might remove the charge that the law discriminates between ag-

ricultural producers.



26~

5. Increased Regulation of Packaging and Grading of Maine Potatoes

Several western potato producing states have concentrated on
improving the guality of their potato products as a means of cap-
turing a greater share of the national and international markets.
By means of increased regulation and inspection of the packaging
and grading of potatoes, these states have succeeded in achieving
their objective. Washington State, for example, requires potatoes
to be inspected before shipment.

There are a number of alternatives that can be utilized to
improve the quality and marketability of Maine potatoes. One
approach is to provide for compulsory inspection prior to the
shipment of table stock potatoes. Another alternative is to re-
quire the Commissioner of Agriculture to establish more grades of
potatoes for sale on the market. Since U.S. #1 potatoes include
a large variety of sizes, other grades of potatoes limiting the
size variations in each grade may improve the image and market-
ability of Maine potatoes. A third option open to the Committee
is to require that each package of potatoes (5 lb., 10 1lb., 20
lb., 50 1b., 100.) contain the name and address of the grower as
well as the name and address of the packager. A fourth alterna-
tive is an extension of the third and would require all indivi-

duals or firms which package potatoes to be licensed and bonded.

6. The Potato Commission As An Advisory Group.

The Potato Commission along with a representative of the
banking industry and a labor representative from the potato in=-

dustry could act as an advisory group to the Commission of Ag-
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culture. The advisory group could be required by statute to pre-
pared an annual report describing the potato industry in Maine,
the problems affecting thé industry, the measures used to re-
solve the problems along with an evaluation of the measures, and
proposals to strengthen the industry.

The advantage of broadening the Potato Commission into a
more active body concerns the present role of the Commissionu
The Commission has been created to promote the potato industry,
and an increase in its function would be viewed as a logical ex-
extension of its present duties. As a result there would probably
be less opposition from other agricultural groups to the potato

advisory commission.

7. License and Bond Growers Who Package Potatoes.

One suggestion proposed by some of the potato dealers at the
Presque lsle hearing concerned licensing and bonding potato grow-
ers who package potatoes to be transported by a dealer shipper.
The dealers supporting the proposal pointed out that the growers
should bear the responsibility for the grade anﬁ quality of pota-
toes that they have packaged. Some growers paekage a poor quality
product which hurts the shipper in both the long and short run.
In the long run out-of-state buyers may not do business with
shippers~-dealers who ship a poor quality product which may have
been packaged by a grower.

The growers, on the other hand, point out that a law requir-
ing growers who package potatoes to be licensed and bonded could
create a situation whereby growers would become the scapegoats

for poor quality shipments whether or not they %ere responsible
{



for packaging the product. In addition, the growers pointed out
that it is easier to enforce the present law than it would be in
the event that growers were required to be licensed to package
potatoes. The present law faces the shipper to take responsibil-

ity and to inspect the potatoes that he is shipping.

8. Licensing Growers

Maine's potato growers, according to the processors and to
most shippers, should be licensed because every other group in
the industry is required to be licensed. Present licensees ar-
gue that they are liable for any illegal or unethical practices
that they commit which could entail a suspension or revocation
of their license. As a result, the licenses can be forced to
close their business operations. Potato growers, on the other
hand, are not subject to such punitive action.

While potato processors and shippers are subject to plant
closure by the State of Maine, the decision can be appealed to
Superior Court which would stay the closure directive until the
courts made a decision.

No other State has subjected growers to licensing laws.
The major premise behind the discrepancy is that processors and
shippers have much more bargaining power and economic control
over the industry than the growers. As a result, the processors

and shippers must be held more accountable for their actions.
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According to MDA officials, it would be adminigtratively
difficult to license 1300 growers. It would be illegal to li-
cense producers to grow potatoes, but producers could be licen-
ged to sell their crop to a commercial operator Or On a ¢ommer-
cial basis. There arxe many ways to cirvcumvent the law. The
only feasible grower licensing law would be to require procesg-
ors and shippers by law to purchase potatoes exclusively from
licensed growers.

Another possibility is to remove processors and shipperxrs
from the licensing requirements in order to maintain an equitable
number of protective legal means for all groups in the potato in-
dustry. According to the Maine Potato Council, the disadvantage
of such a policy is that processors and shippers could engage in
business practices that created the necesgity for enacting the

licensing and bonding laws.

9. Legislative Cooperation With The Department of Agricuiture

The Committee on Agriculture or some members of the Committee
could be selected along with representatives of the banking com-
munity, labor, producers, and processors, and the Commissioner of
Agriculture to study the potato industry and to investigate feas-
ible directions in which the potato industry can develop.

A second alternative is to establish a task force to include
members of the Agriculture Committee and the Commissioner of Ag-~
riculture to study Maine agriculture, in general. The task force
would be required to study the entire field of agriculture to in-
clude the problems, strengths, and Qeaknesses, of Maine Agricul-

ture, as well as an analysis of various direction in which Maine
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agriculture can develop.

Conclusiorn and Recommendations

In order for the Maine potato industry to grow and develop,
it is necessary to improve the image of the product and to pro-
mote greater cooperation in the industry. The Joint Standing Com-
mittee on Agriculture perceives that the Commissioner of Agricul-
ture, by assuming a dynamic role, can promote the developmant of
Agriculture with a minimum of new legislation. The goal of legis-
lation should be to facilitate the Commissioner of Agriculture in
his attempts to develop the agricultural sector of the economy.

There are three significant types of legislation that can

achieve, in part, the goal to promote the development of Maine

agriculture.
1. A producer lien law.
2. Improved product.
3. Notice to the Commission of financial problems between

processors and producers.

Producer Lien Law

A producer lien law in which the producer is given a preferred
lien on the inventory of a processor after the preferred lien of
labor and banking institutions, will provide limited protection for
the producer, reduce producer suspicion of processors, and there-
by promote greater cooperation. Furthermore, by limiting the borrow-
ing capacity of processors to 50 percent of the value secured by
their inventory the producers will be assured of a sufficient guaran-

tee for their product.
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Inproved Product

An improved product will eventually increase the sales of

B

the product and thereby generate more income and higher emplovment
One means to improve the gquantity of the product is to require the
names and addresses of persons or firmsg actually doing the packing
of potatoes to be included on the labels of packaged potatoes. An-

increase the penaltiesg for the sale of mishranded

o

other weans is t
potatocs.  As a result, an improved product will be marketed in and
out-of-State which which will generate increased demand for Maine
potatoes.

Knowledge of Financial Problems Between

Producers and Processors

In order to prevent major problems from arising in regard to
financial failure or economic distress of processors, a process
must be established to provide that information as soon as posgible
to the Department of Agriculture. Notification from the producer
to the Commissioner of Agriculture in regard to payment problemsg
with processors may inform the Commissioner of a financial problem
that may be resolved before it "snowballs" into a major catastrophe

for several hundred people.



AN ACT To Establish An Agriculture Lien Law.
Be it enacted by the People of the State of Maine, as follows:

Sec. 1. 10 MRSA, C. 605 is repealed and replaced to read:

CHAPTER 605

AGRICULTURE LIEN LAW

§ 3301. Purpose

The Legislature finds that agriculture has a substantial and

unique effect on the economy of the entire State and Aroostook

County in particular. A large number of people in Maine are di-

rectly or indirectly dependent upon agriculture. In the recent

past, a number of agricultural producers, particularly in the po-

tato industry, have been very adversely affected by the failure

of processors of adgricultural raw products to compensate producers

for the raw product contracted and delivercd to the processor. As

a result, some producers have been fdrced out of business as a way

of life and as a means of earning a livelihood.

The Legislature intends through this legislation to provide

producers of farm products with a limited guarantee of payment for

the raw product contracted by and delivered to a processor. This

legislation is desighed to afford limited protection for producers

and thereby promote the general welfare of the State which is de-

pendent upon agriculture and the producer.

§ 3302. Definitions

1. Average Monthly Inventory. "Average monthly inventory"

shall mean the total value of the inventory of a processor for one

year divided by 12.
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2. Conmianiouner, ahall mean the Commisgion=

er of Agricultura.

3. Farm product or raw product., "Farm product” or "raw

product” shall mean any agricultural product grown or harvested on

the land for sale to a processor or manufacturer except logs and

Lumber .

4, FPinighed product. "Finished product" shall mean any man-

-ufactured or processged form of a raw agricultural product except

wood products,

5, Inventory, "Inventory" shall have the same meaning as

defined in 11 MRSA § 9-109, sub-§ 4, except that timber and wood

products shall not be considered inventory in this chapter.

6. New processor. “New processor" shall mean and is exclu-

sively limited to a firm, person, or corporation that has not oper-

ated as a processor in the previous 3 years or hasg : purchased

an already existing plant that has not been operating for 3 years

in Maine.immediately prior to the purchase or the plant,

7. Procesgsor. "“Processor" means any person other than a

consumer who purchases or contracts to purchase agricultural raw

products produced ox harvested from the land for processing or

manufacturing which changesg the physical form that the raw pro-

duct possessed when harvested. The effects of the following op-

’,eratiénsrshall be considered as changing the physical form possess-—

ed by such raw products when harvested: Chopping, slicing, cutting,

dicing, mashing, removing skin or peel, frying or otherwise cook-

ing, freezing, canning, dehydrating or comparable methods of pre-
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paration for marketing in what is generally considered to a process=-

ed form.

§ 3303, Producer's Lien attached to processed Agricultural Goods

Bvery producer of any farm product which the producer grows

~and harvests and sells to any processor under contract, express

or implied, has a lien upon such product and upon all processed or

manufactured forms of such farm product for his labor, care, and

expense in growing and harvesting the raw product. The producexr's

lien attached to the finished product shall be the full extent of

the agreed price, if any, of the raw product delivered to the pro-

cesgor. If there is no agreed price or a method for determining

it which is agreed upénﬂ the extent of the lien shall be the full

value of the raw product as of the date of delivery and shall be

determined by the Commissioner of Agriculture,

1. The producer's lien im'attached to the finished product man=-

ufactured or processed by a processor at the time of delilvery of

the producer's raw product to the processor.

€ 3304. Priority of Liens.

1. The producer's lien is a preferred lien attached to the

total value of the finished product in inventory and prior in dig-

nity to all other liens} ¢laims, or encumbrances %xcept'fOr labor

¢laims for wages and salaries for personal services which are yen-

dered by any persgon to any processor in connection with the process=

ing business and except for the claims of financial institutions

as defined in 9-B MRSA § 131 for loans or debts outstanding which

are secured by the inventory of a processor.
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A, In the event that several producers have delivered

raw product to the processor oxr that one producer has

made several deliverics to a processor, the preference

of the producer liens shall be based on the date of de~

livery, and the first delivery shall have preference over

the last delivery.

2. No processor of agricultural raw products as defined in

§ 3302 shall pledge or have pledged more than a total of 50

- percent of its average monthly inventory as computed accord-

ing to § 3304, sub-§ 2, YA as collateral for credit, cash, se-

curities, or any other type of loan from any pexrson, firm,

corporationg State agency oxr Federal agency. Any credit, cash,

security, or other. type of loan that exceeds the limit estab-

lished in this section shall be deemed unsecured and a last

priority for repayment purposes.

A. The average monthly inventory shall be computed by

the Processor and the Commissioner ox his agent by June

30,0f each year to determine for the next fiscal year,

Jﬁly 1 = June 30, the maximum amount that a processor

may borrow as established in this section.

B. A new procegsor as defined in § 3302, and the Com-

missioner or his agent shall estimate the average month-

ly inventory for purposes established in this chapter,

and said inventory shall be based on the anticipated

volume of production and sales.
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§ 3305. Duration of Lien

Except as otherwise provided in Section 3306 the lien of a

producer, unless sooner released by payment or by security which

is given for such payment as provided in this article, is complete

from the date of delivery of such product, or if there i8 a series

of deliveries, it is complete from the date of the last delivery.

The lien shall remain in effect for 60 days thereafter at which

time it shall cease unless proceedings are commenced in a proper

court within that time to enforce the lien.

§ 3306, Effect of Lien During Foreclosure Proceeding

If suit is commenced by any such producer to enforce any lien,

as provided in Section 3303 and Section 3304 such lien shall remain

in effect until one of the following occurs:

1. The payment of the agreed price of the value of such pro-

\

duct.

2. Deposit of the amount of the lien or claims with the

court in which any such action ig pending.

3. The final determination of such court proceeding.

§ 3307. Release from the Lien

Any processor that desires to secure a velease of any or all

of such liens on any product or processed product may do so in the

following way:

1. By paying the agreed or actual value of any farm product

which is purchased by such processor within 20 days from the date

of delivery of the farm product unless the date of payment is other-

wise agreed upon in writing or such payment 1s secured other than

by lien.
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2. By depbsiﬁing with the Commissioner of Agriculture a

surety bond which is executed by such processor as principal and

by a surety company which is qualified and authorized to do busi-

ness in this State as surety in an amount which equals the current

market value of the product or procesgsed product. which is intended

by such processor to be sold or otherwise disposed of, as such value

may appear by the sworn statement of such processor in accordance

with quotations from the federal-state market news service or other

evidence which is satisgfactory to the Commission of Agriculture.

The bond shall be conditioned that if the processor fails to pay

up to the amount of such bond the lawful claims of all producers

whose liens have been released by the bond, within 30 days after

date of the bond, the surety shall be liable to and shall pay to

the State on behalf of such claimants all such lawful claims as may

be covered by the amount of the bond, together with costs of suit

if an action is filed on the bond.

3. By depositing with the Commissioner of Agriculture a

cash sum in lawful money of the United States which is expressly

set apart by an instrument in writing that is signed by the pro-

cessor for the purpose of quaranteeing to the extent of such sum,

payment of all existing claims of producers whose liens are re-

leased by the deposit within 30 days from the date of such deposit.

The Commissioner shall be named in such instrument as trustee to

carry out the purpose and intent of the instrument.
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4, By %ecullnq a release from the Commissioner after payment

in full for guch farm producto

§ 3308. Dtspositioh of product

If all lawful claims of the producers have been secured as de-

fined in § 3307, any.product which is released by such action may

be sold, tramsported or otherwise disposed of.

§ 3309. Claim Payment £from bond filed thh the Commissioner of

Agriculture

The Commissioner of Agriculture may accept such bond, if ap-

proved by him, and such other security. If the claims or any of

them are not paid in accordance with the condition of such security,

the Commissioner of‘Agriculture may, on proof being made to his

satisfaction of the amounts which are due such claimants, pay all

such unpaid claims insofar as possible out of the deposit money or

proceeds from any sale made by him of any sccurities or processed

products which are given as security.

1. If a bond has been given as security, the Commissioner

of Agriculture shall notify the principal and surety of any default

on the part of the principal under the bond, and make demand for

payment on behalf of such unpaid claimants. If payment is not made,

the Commissioner may take any legal action he may deem necessary to

enforce payment under such bond.

2, If the Commissioner of Agrlculture has recelved warehouse

receipts for any processed product as security, and'the

processor giving them has failed to pay the claims in accordance

with the terms of such security, the Commissioner may sells such

security with or without notice, and in such manner as he shall de-

termine.
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3. All claims in xelation to payment shall be based on the

date of delivery, and the first delivery shall have priority over

the last delivery.

4. This article does not prevent the Commissioner if in

his opinion the rights of all of the claimants are fully protect-

ed, as provided for in this article, from issuing a certificate in

the name of the depaftment and signed by him which releases any

specific lot or quantity of any preduct or processed product from

all liens of the claimants. No security which is held by the Com-

missioner shall, however, be released by him to any processor unless

and untill the Commissioner is satisfactied that all claims have

been fully paid, or that the rights of all of the claimants are

fully protected.

A fee of five dollars ($5) shall be paid to the Commissioner

for issuing any certificate or release which is provided for in

this section.

§ 3310. . Personal action to recover debt

This article does not impair or affect the right of any claim-

ant that possesses a lien to maintain a personal action to recover

such debt against a processor, either in an action to foreclose his

lien or in a separate action. He is not required to state in his

affidavit to procure an attachment that his demand is not secured

by . a lien.

1. The judgément, if any, which is obtained by the plaintiff

in such personal action, or personal judgment which is obtained in

such lien action, does not impair or merge any lien right or claim

which is held by such plaintiff. Any money, however, which is col-

lected on the judgment shall be credited on the amount of such lien

or claims in any action which is brought to enforce the lien or in




any action which is filed pursuant to this asriticle by the Commiggioneyr.

2., In _an_action that is filed by any such lien claimant, the

defendant processor may file with the court in which the action is

pending a surety bond which isg approved by such court in an amount

that is sufficient to cover the demand of plaintiff’'s complaint, in-

cluding the costs, whereupon the court may order the release of a

portion or the whole of any product or processed pwudugu upon which

the lien of plaintiff has attached.

3. Such processor may also, on notion duly no -iced, intro-

%

duce evidence to the court before whom any such action is pending

to the effect that he has sufficient security or money on deposit

with the Commissioner to protect the lien or other vights of plain

tiff, If he does so, the court may ovder the release of a portion

e

or the whole of ‘such pr@duct upon which the lien of plaintiff is

attached, and deny to plaintiff any recovery in such action. Such

action by the court does not, however, prejudice any other rights

or remedles which are possessed by the plaintiff,

§ 3311. Request for an _njunction

The plaintiff in an action which is brought to foreclose any

of the liens which are provided for in this arvticle may, in a pxo-

per case, and upon proper allegations, secure an injunction against

the processor to restrain the doing of any acts on the part of such

processor which are designed to or which would, in effect, remove

"any processed product in hisg possession or under his control and

upon which valid liens exist, beyond the process of the court, to

plaintiff's injuxry.
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§ 3312, Insufficlent Security

If in a court proceeding to foreclose such lien, it is found

and determined by the court that there is no cash, bond, or other

deposit placed wlth the Commissioner as security for the payment

of any of the lien claims as set out in the complaint, the judgment

of foreclosure ghali be against a sufficient guanéity in value

quantity in value of such farm product or processed product in the

poéseggign or undey the control of the defendant processor, as may

be necessary to satisfy such claim or render judgment and declare

forfeited any bond which is deposited in the court by such process-

or to secure the lawful claims of the plaintiff as determined by

the court.

§ 3313, Congolidation of liens

All actions filed bLy the Commissioner or producers against any

pfécegg@r for the foreclosure of the liens or other. security which

are provided for in this article may be consolidated by the court

and all persons that are necessary to a determination of such action

may be made parties to such actions. Any judgment which is render-

ed shall determine the lawfulness of the amount of each claim as

represented by the pleédingg.

§ 3314. Violations and Penalty

It is unlawful for any processor to remove any farm product

which is delivered to him, or any processed form of the farm product,

from this State or beyond his ownership or control upon which such

a lien or any of the liens which are provided for in this chapter,

are attached, except any of such product or processed product as

may be in excess of a quantity which is on hand of a value that is

sufficient to satisfy all existing liens.
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Any violation of any provision of this chapter is a class E

crime as defined in 17-A MRSA § 4.

Sec. 2. 9 MRSA § 466-A is enacted to read:

§ 466-A. Unlawful Acts - Civil Offenses

The action set forth in this section shall be unlawful and

shall be deemed a civil offense.

1. Any financial institution, financial institution holding

company, or any other type of financial institution as defined

in 9-B MRSA § 131 that provides credit, cash, securities, or

any other type of loan secured by the inventory of the pro-

cessor beyond 50 percent of the total value of the average

annual inventor,; of such procesgor at any one time as defined

in 10 MRSA § 3301 shall be deemed an unlawful act. Any credit,

cash, security, or loan secured by the inventory of a process-

or that exceeds the limit established in this section shall be

deemed unsecured and a last priority debt for purposes of re-

Eax@ent@

STATEMENT OF FACT
The intent of this legislation is to provide limited protec-
tion to producers of agricultural raw products grown and harvested
on the land who receive no payment or only partial payment for the
raw product delievered to a processor. This legislatidn gives ag-
ricultural producers a preferred lien on the inventory of a process-

or to follow the lien of labor and banking institutions. Processors
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are limited to 50 percent of the value of their inventory which can
be used as collateral for lpans. This limitation will ensure suffi-.
cient finished product value to cover producer claim:s. Presently
one processor owes producers more than $5,000,000 for raw product

deliveries, and this legislation will prevent future deficulties in

payment.

TP/sym
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A1 ACT Yo Promote The Sale OF Maine Potatr

e it enacted by the People of the State of Moine as follows:

two sentences as last amended by BT 1ups. ¢ uin

L _JMRSA B 95Z, Tirst
further amended Lo

B 952, Branding

It shall be unlawful for any person, firm, association, oreanization
or corporation, or agent, wepresentative or assistant fo any person, firm,
association, organization or corporation to expose for sale, or sell, at
wholesale or retail, to ship, deliver or consign or have in possession
potatoes prepared for market unless in containcrs which have been legibly
and conspicuously tagged, branded, labeled or stenciled with thename and
~address of the person,e» persons firm or corporation responsible for packing
and the name of the grade, net weight and the word "potatoes,” The person
er-persons, firm pr corporation packing potatocs shall be responsible for
the grading.

Sec, 2 7MRSA B QSﬁ, as last amended by P L. 1965, C. 219, § 5 is further
amended to read:

No provision of sections 951 to 957 shall be construed to prevent a
grower or shipper of potatoes from selling or delivering the same within the
State unpacked, or selling his crop in bulk, or any part thereof, to a
packer for grading, packing or storage within the State; and the name
and address of the person, firm or corporation doing the packing and the
information required in § 952 shall appcar on the container, No Hop-shakl-any
provision of said sections shall prevent any pcrson from manufacturing the
same into any by-product, or from selling the same unpacked to any person
actually engaged in the operation of a commercial by-products factory for
the sole and express purpose of being used within the State in the manufacture
of a hy-product,

See. 3. 7MRSA § 954-A, as enacted by P L. 1965, C. 219, § 6, is amended
to read: .

Sec. 95U4-A_, Seizure of misbraﬁded, misliabeled or misrepresented product.
Whenever the commissioner or his duly authovized representative shall find from
inspection, as authorized in section 956, that potataes are being sold,
exposed for sale, or shipped for sale in containers, and the containers bear
any statements, design or device regarding such potatoes which shall be false
or inisleading, in any particular, or if potatues are packed in such manner
that the face or shown surface is not an averave of the contents of the
package, or if such potatoes fail to meet the minimum grade requirerments
established as a state grade by the Commissioner of Agriculture, or if the
potatoes are not accompanied by a proper bill of lading or invoice as
provided by section 952, than the commissioner or his duly authorized
representative, may seize” such potatoes so that they cannot be sold, offered,
exposed for sale or transported. wuntil-such-petatees-have-been-regraded-cr
pelabeled—and-aeeagpanied—hy~a—fédepal—state—inspeetien—eeptiﬁieate-shgwing
that-tke-petatces-in-such-containers-conform-in-every-particular-to-tha



Markings-en-such-eontainers-op-until-a-peveper-bill-of-lading-er-inveiece-is
produced. Any potatoes seized by the Comnissioner or his duly authorizeq
representative for failure to meet the minimum grade requirements established
by the Commissioner shall be returned to the licensee at the point of origin,
Misbranded potatoes shall ngt be exposed or offered for sale or transported
until said potatoes have been regraded and are accompanied by a federal-state
inspection certificate showing that the potatoes meet the minimum ¢rade re.-
quirements specified on the container.

Sec. 4, 7MRSA § 957, as amended by P L. 1965, C. 219, §8 is repealed and the
following enacted in place thereof:

Any person, firm or corporation who shall violate any of the provisions of B
sections 951 to 957 or neglect or refuse to comply with any of the provisions )
required therein or in any way violate any of said provisions shall be punished
by a fine of not less than $100 or more than $200 for the first offense, and
a fine of not less than $400 or more than $500 for the second offense, and a
fine of $1,000 and a ten-day license suspension for the third and subsequent
offenses committed during the vear September 1 to August 31,

STATEMENT OF FACT

The intent of this legislation is to increase the gquality of Maine
potatoes sold as fresh stock on the open market. This bill will in-
crease the penalties for selling misbranded potatoes and will require
personsg, firms, or corporations actually doing the packaging of po-
tatoes to place their name and address on the container to indicate
the actual packer responsible for packing the potatoes.



AN ACT To Revise The Potato Licensing Law.

Be it Enacted by the People of the State of Maine as follows:

Sec. 1 7MRSA § 1015, 5th Paravraph, as enacted by P_L., 1971 C. 366 is amended
to read: .

Each license shall plainly state the name dnd business address or addresses
of the licensee and shall be posted in a conspicuous place in each office where
" the business is transacted, The initial fee for ecach license shall be $58 $80
Such license shall be automatically renewed for successive periods of one year
each upon payment of the renewal fee which shall be $25 $80. If the licensee
desires to carry on business in more than one place within the State, he shall
procure additional copies of the license, certified by the Comm1551oner, for
each place where the business is to be conducted The fee for each such
_certlflcatlon shall be $2 $80.

Sec, # 7MR SA § 1017, Sub B3 is repcaled and the f0110w1ng enbcted in
place thercof:

3 Notification of insufficient or no payment,

A. Producers may notify the Departirent of Agriculture of insufficient
or no payment for potatoes delivered to any processor in the State in violation
of § 1017, 5ubs§l. Par, B, .

Upon notification in regard to insufficient payment or nonpayment to
producers the Commissioner of Avriculture shall investigate the complaint
and _shall hold a hearing within %0 days from date the complainkt was filed
in_accordance with the procedures esteblished in § 1018.1020, unless such

hearing is waived by the processor acoinst whom the eharge has been made,

The _Commissioner may require the Vicenge vhe has been accused or found
cuilty after a hearing of insufficient vavient or nonpayment of debts-cwed av
producer to fomnulate a schedule of payments to the producer that is satisfactory
to the Cormissioncr,

' The licensee accused of or found by a hearing to be
in default of paymgnL to a producer shall submit a payment sched-
ule to the Commis SLOHOLMd}InLn'l week from the Conmissionex's
requo‘d_ for a paynznlt schedule In the event that the schedule
of paymonL is not J4L1ochtory to the Comuissioner, the Com-

missioner shall establish the schcecdule of payment.

’

A licensce found gquilty of insufficient payment or non-
paynent of debts owed a potialto producer may appeal the decision
in accordance with the procedure defined in §102) of this Title.

Nothing in this section shall be construed to prohibit a
producer from secking redress for insufficient payment or non-
payient from -licensces in any court or in_accovdance with any
fcdeial procedure established to Ootnjn_JndIsrv.




STATEMENT OF FACT

The intent of this legislation is to encourage producers to notify
the Commissioner of Agriculture in regard to no payment or insufficient
payment from processors. This bill also provides for additional reve-
nues to enforce the present law.





