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Minutes:

CHAIRMAN NICHOLAS: WE WIHLL OPEN THE HEARING ON HB 1417

REPRESENTATIVE KEMPENICH: [ am here today introducing hb 1417, which is a bill that
I think has been needed for guite a while.  Gives some ditection as to what we need to do in the
cattle industry, ‘T'ry to get closer to the consumer dotlars, 1t does give the industrial commission
to issue bonds to build a meat packing plant,  Futuristic thinking.

CHAIRMAN NICHOLAS: We will tuke all testimony before we open Lo questions,

ROGER JOHUNSON: [ am here to support this Bill, The stale is not responsible for the Bonds,
Income from the Bonds would be state exempt from state, municipal taxes,  So there would be a
slight break for those who would want to invest in these ventures.  The state is not liable for
bonds.

REPRESENTATIVE LEMIEUX:  Roger, dose it bother you at all that the bonds are nol

guaranteed. Wil these bonds be very marketable?
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ROGER:  Actually, being a member of the state industrial commission, it dose not coneern e
because it would not be a lability, I think that these bonds will be difficult to market. beeause
of no state liability.  Nonc the less it is a tool that should be available for us in subsequent
sessions 1o see how it works,  We should go down this road.

CHAIRMAN NICHOLAS: Thank you Roger,  Who would like to ofler testimony.

T RUSSELL: PRESIDENT OF CLOVERDALE FOODS;

I am glad to be here to testify. | think it comes down to a matter of courage as to hog raising
The state built the first clevator in 1921, think about 1911 what they had for facts to initialize the
potential risk for that business.  1tis still here today and it is sul) working,  For the state not o
assume any roll in Agr. Business 1 just don’t see it There has to be a roll [or the state to play,
Whether the bonds are backed by the state or guaranteed by the state, whether they build a plant
and it is bought back at o purchase plan in (he future,  Something has to be done. My Dad has
been talking aboul this for 20+ years ago and so did my grandfather.  Busically Mr, Russell
states that risk is part of the future. We have to take risk in the Agr. Business,

Hog production should be well beyond our little plant in Minot.  We are at the point now that
we are hustling hogs out of Canadu like we never have belore. We should be spending
$75,000,00 with hog producers in the State of North Dakota,  We have a hard time spending
$75,000.00 per week in ND, - Someone has to muake the move,  Some one has to have the
courage. [ understand that Bill 1051 got tanked, so be it something has to be done.
CHAIRMAN NICHOLAS: What is the one thing that we could do.

RUSSELL: Capital Formation,
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CHAIRMAN NICHOLAS: We have been able to do it for Dakola Growers ete.. why are we nol
able to do it for hogs.  Usually il there is something that is profitable someone is willing to take
the risk, why not hogs,

RUSSILL: 1 think that on the hog producing side, that industry has been beating down one to
many times. 1 know what it is like (o be in hock,  Our company is no different then any other
company.  We have a 26 pereent equity in our company.

CHAIRMAN NICHOLAS:  We have the best basis on feed here. We should be very
competitive. As o predicting hogs.

RUSSELL: 3/4’s of our hogs are coming out of Canada right now.

LEMIEUX: 1see the expansion ol hog production in Manitoba, What have they done
differently?

RUSSELL: Someone clse could answer that better then I can.

CHAIRMAN NICHOLAS:  Any one ¢lse wishing to offer support of 1417,

JOHN GRINFELDER,.RANCHER: | currently represent Furm Beau on the Board of Directors
of Dakota Beel'.  Dakota Beef™ has explored why Dakota Beef Failed and it was u lack of
capitalization,  We are now it the upswing of the ten year cattle eycle. When people become
conplacent during good times. we need something in place when economics turn against us,

A packing plant is the vehicle to do something positive.  This Bill will make ND, thrive,

The bonds have to be backed by the state, ‘There is very little risk to the state,  QUESTIONS
REPRESENTATIVE LEMIEUX: Hog pluant or Beef plant?

JOHN: 1'd like to see both,
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DON NORBY: REPRESENTING DAKOTA HERITAGE BEEI: Small cooperative trom
North and South Dakota,  We just finished running a test market on a premiwm Beel line in the
Bismarck-Muandan and Black Hills arca. Fam a rancher lrom SW ND.and have been heavily
involved in this business that our group has,  The resulls of our test market is that we were able
{0 receive about 25 percent more then the normal pricing of beet, in this area,

The consumer is willing to pay a premium to get good products,  The pitiall was that the
processing took all of the 25 percent premium,  We did not realize our profit. [ am here to
support 1417, We want to develop processing ¢loser to home,  ‘The main cost that we ran into
was affordable processing costs. We tried 1o find a processing plant to do it the way we
wanted. The small plants were the only ones that we could find to do the processing. T'he large
plants were not interested. . We need capitalization.  Most of our capital is tied up in our own
operations,  State ol ND schooled make the capital available, 1 hope that the committee has the
courage to pass this bill,

CHAIRMAN NICHOLAS: NEXT TESTIMONY:

WARREN WINIECKIN [[spelling]] Tam a rancher, We buy caltle and finish the feeding,
We do a lot of consulting,  Adding profit to my operation is to cut shipping costs, We average
thirty five dollars a head to move the cattle.  I'd rather take that 35 dollars and invest it in a
packing plant.  We have high quality cattle,  'The feed (o other states also come from ND,

We have the experience to make this work,  We do need help as to this Bill.,

W have cattle to meet the nitch market or table cloth market,

CHAIRMAN NICHOLAS:  ANY ADDITIONAL TESTIMONY ON THIS BILL.

RICHARD BOWMAN, DAKOTA PRAIRIE BEEF,  We are looking at ways to [inish these
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beef.  We export our cheap beel and cheap feed. We have a feeder Jotin the Goscoyn, ND
arca, Itis very expensive 1o to build these projects. “The only way we can aceess money is
through furmer owned cooperatives.  We had to come up with about $60.00 per head. A
packing plant cost in the neighborhood of a million and half, to build, A processing fucility we
are going to be looking at between 10 and 20 time that amount, 1t is very prohibitive for maost

people 1o participate in that kKind of'a project.  Our operation is about 9000 head of cattle.

Within a year or two at this same location we can bump that to 20.000 at the same location
without a great deal of more cost. — In the state of ND, this would increase potential income to
ND.

CHAIRMAN NICHOLAS:  What is your basis to your kill plant fronm your feeder fot?
BOWMAN: Righ now I's say we are taking about 530 miles from I't Morgan and that is where
the first cattle went, Those cattle were sold live. ‘They paid all the freight and everything,  The
bottom line is we took about a cent and a half to two cents under what being paid in NEB, AND
WYOMING. On the same day,

NICHOLAS: So your discount (o the board basically is @ cent and a half plus the treight,  Buck
and o half discount,  The reason that [ asked that question committee members is that il you
could get board basis here in ND. at o plant plus save the freight plus the other guy pays the
freight out for the finished product that is $25.00 per head,

COMMITTEE MEMBERS 1 KNOW WE RAN A LITTLE BIT BEHIND TIME:

WE WILL CLOSE ON HB 1471, 1A:499]
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Rep Keith Kempenich: Sponsoring Bill,

Roger Johnson: Written testimony in support of bill,

1 Russel: Pres. Cloverdaie Foods. There has to be roll here for the state to play. Tog
production heeds to be larger, because it's 5o small we go to Canada, Somcone has to make a
move, We have the chance, now let's expand .

Don Norby: Written testimony in support,

Lawren: We are paying $35 per head to move cattle to market. 1§ we had o packing plant here we

would not have to move to another state for slaughter,

Chairman Nicholag: Close the hearing.
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Chairman Nicholas: Let’s go to HB [417, That is a program that would increase the revenue

bonds to establish a meat packing plant, so what are the wishes on Hi3 14177

Vice Chair Johnson: | make a motion for a Do Pass.

Rep. Koppang: 1 second,

Chairman Nicholas; Is there any discussion on HB 14177

Rep, Lemieux: | think having the opportunity to bond is a grand idea to fucilitate in establishing

some processing factlities in ND, The only regrets [ have in hete is we don’t have the state
matching the funds. [ do speak in favor of the Do Pass,

Rep, Berg: I can’t imagine anyonw {s going to buy the bond, | don’t think it will work. I think a
meat packing plant is tied into a primary sector which should receive money from development

futreds and investment tax credits, there are a Jot of vehicles out there that certainly this would be

an ideal business for them to jump on,
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Chairman Nicholas: There are things though with rural development, programs that arc

guaranteed to be brought in, Maybe it could be used in that way, there are ways that these things
can be made to work, The other thing that could happen is if there was momentum put in place to
establish a project like this and a plant could be built, Sometimes there are feases that could be
put in place with other food processing companies. There are other mechanisms out there that
could probably make these things work,

Rep, Berg: Ate these bonds just for meat packing? Just a meat packing plant.

Rep, Lemicux; The rural development doesn't always do their own destinations, Sometimes it

doesn’t come under rural development. T am not sure 1f' this one does. You get participation from
the local level, it provides tools und vehicles on a local level, | think it provides a vehicle, We got
to get if out there to {ind out,

Rep. Berg: The way it could work is if it was a project and then you sold bonds under this
chapter for that particular project, You don't have the project to go out and sclf bonds, no one is
going to buy it I guess that is the question? What does it cover? Maybe it should be stopped. |
don’t have any major problem with this bill but maybe we should expand it? Beyond meat
packing,

Chairman Nicholas: Well, we decided to expand it with our counterparts in the Senate, we just
want to get rid of it. Any further discussion, The Clerk will take the roll.

MOTION FOR A DO PASS

YES 12 NO,0

3 ABSENT AND NOT VOTING

CARRIED BY REP, LEMIEUX




FISCAL NOTE

Requested by Legislative Councll
01/23/2001

Blll/Resolution No.: HB 1417

Amendment to:

1A. State fiscal effect: /dontify the state fiscal effect and the fiscal effoct on agency appropriations
caompared (o funding lavels and appropriations anticipated under curtent law.

1989-2001 Blennlum 2001-2003 Biennium | 2003-2008 Biennium
General Fund | Other Funds [General Fund [ Other Funds [General Fund| Other Funds
Revenues $0 $0 $0) sof so| 3
[Expenditures $0 $0 T80 Y 0] $0
Appropriations $0 $0 3 $0 sl T 5q
1B. County, city, and school district fiscal effect: /dantity the fiscal effect on the appropriote political
subdivision,
" 1908-2001 Biennium 2007-2003 Biennium ] 2003-2006 Biennium ]
) School B School f School
Countles Citles Districts | Counties Citles Districts Counties Citles Distriots
$0 $0 $0[ $0 $0 $0 0] $o[ $0

2. Narratlve: /dentity the aspects of the measure which cause fiscal impact and include any comments
relevant to your analysis.

In consultation with the Bank of North Dakota staft, we do not believe there would be any additional fiscal
impact for administering the loan program outlined on Page 2 of HB 1417, Any loans provided per this
legislation could be absorbed within the Bunk's current loan operations,

The bill also proposes that any costs incurred in selling the bonds or evidences of indebtedness would be
included in the bond proceeds. So, again, we do not believe there would be an out-of-pocket fiseal impact
to the Commission, However, there would be substantial staff time to structure and complete a bond issue.

The more significant question is whether these bonds or evidences of indebtedness would be marketable
without some form of c¢redit enhancement such as bond insurance or State or Federal backing. Lines 8, 9
and 10 on Page 4 state that neither the faith or the credit nor the taxing power of the state is pledged to the
payment of the principal of or interest on the bonds. This would appear to eliminate the State from
providing any backing for these bonds. With respect to bond insurance, it is questionable whether an
insurer would offer insurance without State involvement such as a moral obligation pledge to appropriate
any amounts needed for debt service from an identified revenue source, Again, as stated above, with the
language on page 4, it appears that the State could not provide any moral obligation pledge to appropriate

funds.

If the Bank of North Dakota would be asked to provide a letter of credit for bonds issued per this law, the
fiscal impact would be the credit risk the Bank would incur. Without knowing how many or the dollar
amount nceded for the meatpacking plants contemplated by this legislation, we are unable to determine the




]

fiscal impacet 1o the Bank,
. 3. State fincal effect datall: For information shown under state fiscal offoct in 14, ploase:
A. Reavenues: Explain the revenue amounts, Provide dotall, when appropriate, for each revonue type
and fund affocted and any amounts included in the executive budgot.

B. Expenditures: Explain the oxponditure amounts.  Provide dotail, when appropriate, for each
agoncey, line item, and fund affected and the number of FTE pasitions affectod.

C. Appropriations:  Explain the approprintion amounts.  Provide dotoil, when sppropriate, of tho effect
on the blennial appropriation for each ageocy und fund affected and any amounts included in the
axacutive budgoet.  Indicato the relationship betwoen the amounts shown for expenditures and

appropriations,

Name: Karlene K. Fine Agenoy: Industrial Commission _
Phone Number: 328-3722 Date Prepared: 02/07/2001 )
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REPORT OF STANDING COMMITTEE (410) Module No: HR-27-3886
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REPORT OF STANDING COMMITTEE
HB 1417: Agticulture Committee (Rep. Nicholas, Chalrman recommands DO PASS
(12 YEAS, 03 NAYS, ABSENT AND NOT VOTING). HB 1417 was placed on the
Eleventh order on the calendar.

{2) DESK, (3) COMM Page No. 1 HR-27-3566
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REP, KEMPENICH; Sponsor, introduced the bill to the commiltee.

SENATOR NICHOLS; Will there be local lenders in on this or will it just be the Bank of North
Dakota?

REP. KEMPENICH; | envision that there will be local investors involved and local financial
institutions.

SENATOR WANZEK; If most of the funds would be used to make loans to facilities, or is there
any chance of it being an cquity investment?

REP. KEMPENICH; It would be a lease purchase type, they would want to own it in the end.

ROGER JOHNSON; Agriculture Commissioner, testified in support of this bill, See attached

testimony.
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SENATOR WANZEK:  Will the funds procured from the bonds be used (o fend to private
investors who will then invest in the establishment of o meat packing plant, Its not necessary
funds that would be Toaned directly to the plant?

ROGER JOHNSON; [t can be both,

DWIGHT ENOCKSON; ND Corn Growers and Cloverdale Growers Assoc,, testified in support
of the concept and ideas behind this bill, This bill is a tool to help animal agriculture in North
Dakota.

GLENN GIESE; Dakota Prairie Beef, testified in support of this bill.

RICHARD SCHLOSSER: ND Farmers Unfon, testitied in support of this bill,

SENATOR KLEIN; Is this bill is similar to a bill that the Governor vetoed last session?
RICHARD SCHILOSSER; | think the mechanism in here is similar, 1 think this bill is targeted
particularly to livestock slaughter facilities.

PATTY LOUIS; ND Farm Burcau, testified in support of the concept of this bill,

WADE MOSER; ND Stockmen's Assoc,, testified in support of this bill. If'there is an
opportunity to build a smaller plant this may be the vehicle that will do it. We often here of
problems just infrastructure that it takes just to run such a huge plant and sometimes we need to
back down and look at smaller ones, in smaller communities,

The hearing was closed.

March 22, 2001 - Discussion was held,

SENATOR KLEIN moved for a DO PASS.
SENATOR KROEPLIN seconded the motion,
Roll call vote: 6 Yeas, 0 No, 0 Absent and Not voting,

SENATOR NICHOLS will carry the bill.
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TO: ND HOUSE AGRICULTURE COMMITTEL
Februsey ¥, 2001

Re: TESTIMONY FOR HIE 1417

Dakota Heritnge 1ol is n smutl ND elosed cooperative of ranchers from North and South Dikota
who nre murketing a premium beel product fine in the Bisiarch-Mundun wnd Black Hills aress. Thanks
101 ND APUC marketing grant our cooperative wiss sble (o defing, produee and test market o beef produet
line which was rated superior to current commdity beef by over 92% of our customers. Dakots Heritage
Beel™s long term vision is that of a beel producer awned vedically integrated beel company that uses o
systems approneh 1o market beel products Qiat meet the consumers needs and yel provide stuble, hi;zhlcr
profit (o the producer than the current commadity system. . We believe that HIB BHET will I 0 power ful
ool for ranchers (o realize this vision.  Below are o number obstacles that Dakota Heritage Beef
encountered in marketing our beef product line and how [ F417 could help elisninate them.

I Anallordable beel processing facility = 10was very difticult o find aprocessing plant
thit could kil and fabricate our cattle under our specifientions and a1 o cost eflective rate.
Our processing costs were theee times higher than traditional commadity rates, mainly due
to fael we received no oftid drop eredits( inchuding hide value) and beconse using smaller
fnctities cconomies ol senbe swere fost. HB 1417 would set in place an opportunily for
procucers to develop and build o beef processing fawility with enough size wnd scale to fower
our production costs aad make our beef products more aflordable to the consumer and yet

maintain the added profit gouls,

2. Capitalization for the Beef Producer © One of the main problems encountered by
Northern Plains Peemium Beef and Dakota Heritnge Beef has been the inability of ranchers
1o raise enough capital buikl our own processing facilities. This has been due to the nature
of the ranching business where as ranchers our capital is tied up in our operations and to
come up with addition capital for o value added venture means added debt and risk, 11B
1417 again would be a great help to beel producers in the fact, that it establishes g means by
which we can gain excess to additional capital,

3. Shared Risk for the Beef Producer « As with any valued added venture there is high
risk entering the market place with new products, Dakota Heritage Beef's business plan of
starting first a the marketing place in defining and introducing a beef produce line and then
working backwards using allisnces with established meat companies (i.e. Cloverdate Foods,
Ine.) to continue developing markets as we work establish more affordable processing greatly
reduces our risk in the market place. HIB 1417 begins the process where the state of North
Dakota can begin to establish partnerships between the state and its beel producers (o lower
risk further as we pursue our vision of a producer owned beef marketing company.

On bebalf of Dakota Heritage Beef, | commend the North Dakota Stale House of
Representative’s Agricultural Committee for the vision you have demonsirated in introducing HB 1417
and we strongly recommend a do pass recommendation on this bill and begin to assist Dakota Heritage
Beef and similar groups reach outi vision of a more profitable, sustainable beel production system in rural

communities,

Respectiully subinitted by,

Donald J. Nordby, Director
Dakota Heritage Beef
Amidon, ND
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Testimony of Roger Johnson
Agriculture Commissioner
House Bill 1417
House Agriculture Committee
Penee Garden Room
February 8, 2001

Chairman Nicholas and members of the House Agriculture Committee, Tam Agriculture
Commissioner Roger Johnson. I am here today in support of HB 1417, which establishes a loan
program and gives the Industrial Commission authority to issue revenue bonds for the

establishiment of meatpacking plants in North Dukota,

Animal agriculture is a very important part of North Dakota’s agricultural cconomy. According
to the North Dakota Agricultural Statistics Service, our current cattle inventory sits at 1,98
million head. Our livestock industry has great potential fo increase the value ol its existing

product.

[ believe that we need to expand animal agriculture in this state and work to capitalize on new
opportunities through identity preservation, feeding and finishing. and slaughter. HB 1417 also

coincides with an objective of the Commiszion on the Future of Agriculture (COFA) “to develop




and implement un aggressive plan for increasing onimal agriculture within the state.”™ This

legistation provides for one of the tools needed 1o move in this direction,

‘Ihis bill provides the opportunity to further develop livestock value-added opportunities in Nosth
Dakote. 113 1417 dogs not provide for the establishment ofa state-owned meatpacking plant,
rather it provides an opportunity for borrowers to make investiments in private meatpacking plnt
ventures. ‘The income from the bonds would be exempt trom stite and municipal taxes. The

Stute of North Dakota would not be Hable for the bonds: the purchasers (local investors) would

carry the risk,

Chairmun Nicholas and committee members, this fegistation would ¢reate one more ool to
further develop livestock opportunities in the slate. b ask Tor vour favorable consideration of HI3

1417, and 1 would be happy to answer any guestions you may have.
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Don Russell...”’Our biggest factory
is our farmers."’

on Russell is the
third generation of
Russells to be presi-
dent of Cloverdale Foods
Company. His grandfather
started the business as Man.
dan Creamery and Produce
Company early in this cen-
tury. When Don's father,
Bill, took over the presi
dent's chair he moved the
company Into meat process-
ing. Succeeding his father in
1974, Don guided Clover-
dale into more diversity and
the company's products

. spread from Wisconsin o

Washington state,

As it has before, even dur-
ing bad economic times,
Cloverdale is growing—a
new, modern  processing
plant is now being built
north  of Mandan. This
strength and success of the
family business puts Russell
in a unigue position to talk
about what food processing
can do for North Dakota.

""Going broke has
never scared me,
but I'd rather do
it because of my
own stupidity
than because of
regulations.’’

He offers suggestions for
specific projects and talks of
other ways (o strengthen
North Dakota’s economy.

Russell’s main conten.
tion, that all others are
based upon, Is, "Our future
Is dependent on agriculture
as much as our past was, I'll
gus.antee nobody can
change that,”

He ulso realizes, “"Our big-
gest factory in the state is
the farmer and we have to
figure o way to work with
him."

Because Cloverdale de-
Fends on farmer-producers
ot raw products, for years
Russel] has been working to
assist farmers,
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"Don Russell (above] and Cloverdale Foods Company have
been an integral part of Mandan for a long time, "' says Mandan
Chamber of Commerce Executive Dave Mclver, "He never
stops looking for growth and isn't scared to take risks. We can't
measure the impact his contributions have had on Mandan.
Cloverdale’s new plant now being built could mean 200 new
jobs for Mundan. City Commissioner Ed Gerhardi says,
"“That’s the morale boost we need after the negative of recent

past."

"We're working on devel-
opment programs in tan.
dem with the state Depart.
ment of Agriculture, with
the state Economic Devel
opment Commission, the
locatl county agents, the feed
companies, right on down
the line.”

The most current, and
cruclal, “development pro
gram’' is helping farmers
et into hog ralsing because

orth Dakota does not pro-
duce enough to (I Clover.
dale's needs.

"Our packing plant in
Minot produces about 40
rercnnt of our pork needs.
n the past we've killed at
the rate of about 1,500 hogs

a week, Our source for
about 60 percent of the hogs
has been Saskatchewan and
Manitoba, Canada.”

Russell doesn't like that
situation, He says the
rlunt‘s current rate of live
108 purchases returns
$75.000 to North Dakota's
n? cconomy each week. The
plant has the capacity to
double its  production to
3.000 hogs per weck and
return $75.000 per day to
the state.

In addition to the money
pald 1o producers. Russell
says. "If we did the proper
expansion  of our Minot
plant we could jusiify 80 to

Continued on page 4
K
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Terry Rochstad, president of Dan's Super Market, Inc. of Bismarck, says, “North Dakota has a

i

trade deficit with the rest of the country, even though we can ship our products to whare the
markets are." Don Russell {above] says Cloverdale Foods has been doing that for years with its
own fleet of trucks. That helps heep [iobs here and create new ones. "Cloverdale has been

creating jobs and new products for so

JOANNE RILE
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i
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BMS COMPANY

"Versatily andUinpreniand)
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=Piuladeiohis InQuirter
HOT AIR: The Story of Brass [nstruments
Saturdav, January 31, 1087
Bismarck Cily Auditorium — 2 p.m,
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NCERT AWETTUTHE 3450 200 s ALANDAN
SYATPHONY ORe 110 o NDAN
Sunday, February 1, 1087

Blsmarck City Auditorium - 7:30 p.m,

Ticket prices: §8, $7. $6 and $8.
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ong, it's not new to them,” says Rockstad.

100 jobs." At present the
plant employes 25 people
directly, and aboul 40
indirectly—~drivers, sales
people, warehouse and ad-
ministrative personncl.
“We can't do that without
raw product,” says Russell,
"Today the problem I3
whether or not the producer
is able to get funding.
"We've been workling on
trying to expand hog pro-

duction in the state by put-
ting toguther some assis-
tance programs: we're look-
ing at gelting into contract
feeding: we're looking at of-
fering a guarantee program:
we're  looking at joint.
venturing with other com-
panies that have a vested in-
terest.”

Russell  says, ““For the
farmer, producing bogs, asd
rule, has been a very pro-
fitable venture. So the up-
side, not only for us as a
company but also for the ag
producer, is excellent.”

"When it comes
to shooting your-
self in the foot,
we in North
Dakota are prob-
ably the most
professional at it
in the union."

Others might sec this as a
government task, but when
it comes 1o helping the pro.
ducers and the state, Russel
says, ""That's just part of
what we're all aboul. I don‘t
think everything a company
does has to be profit
motivated.

“1 don't know swhether it
I8 or isn't our job," Russell
admits. He adds, "1f we can
pull it off, and it works and
Is good for the producer,
Cloverdale is going to

Continued on page 6
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Area's Largest Indoor, Do-It-Yourself
Car Wash and Total Vehicle Cleaning Center
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Don Russell Pork Sausage fsn't just to placate Russell's ego; it's
his way of returning something to this state and create fobs in

thi

. Myron Atkinson, past chairman of the Bismarch

D ent Assoclation, likes that because, he says, "Il's far

east

heep jobs here than to replace jobs lost.” Russell also

keeps the, corporate headquarters here, although he says, "l
could be located anywhere there’s a phone, a computer and a
teletype. It just happens to be convenient for us today to be

here."

benefit from developing
gsome long-term relation-
ships with our producer
grou?.”

Following their pres-

THE PIZZA FACTORY
& ICE CREAM PARLOR

sAll you van eat Nooh Buffel $2.99
sBlsmarch's laegest ce Cream Poun.

ta 24 flsvors ol ice cream
' quari sofl serve,

ut ordets ui $8 00
o t feee detivery

1420 Interatate Loop
284.8008
I Block South of K:-Mart

ident's lead, Cloverdale's
management team recently
established a corporate
policy, "To develop the
technlques to further pro-
cess farm produced com:.
moditles, to support Dakota
ag producers and processors
and to assist tn developing
othet markets for them."
But, Russell says, ''Ship-

P-___—_-
- |OWLBOOK STORE

Used Books

—BUY - SELL — @

~EXCHANGE —
310 € Thayar ¢ 288-3003

DOWNTOWN
THE gamarck

ping animals in from
Canada defeats the purpose
of developing our own ag
base.”

He gives this example of
how processors can help
producers and improve the
state's economy:

“If we could take 20
farmers, say in the Stanley,
North Dakota, area, and put
them to work feeding hogs,
that has to have a positive
effect on every merchant in

"1 think it's more
ATTITUDE than
anything."’

that town and also, prob:
ably, allows for some new
business opportunities
within that area.”

The development and ex-
pansion of Cloverdale isn't
the only project Russell can
see for the future.

“The fantastic amount of
fine opportunities in place
within the state need o be
expanded and developed,”
he believes.

Following are some of the
things he thinks the govern-
ment or private industry
should develop lo help our
state,

“North Dakota is the
seventh largest cheese pro-
ducer in the nation, produc:
Ing In excess of a million
pounds per week, yet our
consumer pack-off Is vir
tually non-existent. Consu-
mer pack-off [packaging the
product for consumer use)
is where the real factory
jobs are,

"1 belleve we're the
largest producer of dry edl-
ble beans, and agaln we
have no consumer pack-off,
Yet most of that product
goes to the consumer
market in some way, shape
or form,

"Western North Dakota is
one of the biggest marketers

HARLOW'S BUS SERVICES, INC.
""Charter Coach Service,
Anywhere In the U.S."’

3600 €. Ceantury Ave. 2

of cows for kill yet we do
not have a respectable cow
kill-plant.

"Our  turkey producers
are within 80 percent of
justifying their own kil
facility; we should have a
turkey kill-plant in James-
town.”’

Meat production and pro-
cessing in North Dakota
should definitely be pro-
moted, Russell says, be-
cause ""North Duakota has
one of the lowest feed costs
in the nation. Minnesota has
one of the highest and when
we drive through that state
wa see o lot of turkey sheds.
Those plants employ peo-
ple.”’

added (as is done in process-
ing) to a raw product (like
live animals), jobs and new
net worth can be created,”
says Terry Rockstad, Presi-
dent of Dan’s Super Market,
Inc., and Second Vice Chair-
man of Pride of Dakota, a
state Department of Agri-
culture advisory council {or
the promotion of North
Dakota products,

"We have to get
lean and mean
and fight back."

Processing plants directly
employ workers and also
contribute to the economy
indirectly by what's known
as the job multiplier affect.
in a nutshell, that means
other jobs—in transporta-
tlon, sales, administration,
banking, retail etc.--are
created to deal with the pro-
cessed product and with the
new wealth of the plant
wotkers.

To document this econo-
mlc effect, the North
Dakota State Unlversity in
Fargo did a study to show
job rollover based on the

Continued on page 11
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The Christmas boxes Don Russell {above] is so excited about
were created by Cloverdale's marketing director. "The only
thing a company has that's worth anything is the people,”
Russell says. "Cloverdale has certainly had its hills and valleys
in business, but in my opinion we have an excellent manage-
ment team. We have one rule here: we just want to recruit
honest people; everything else—good or bad—we will teach

them."

development of a  small
animal-slaughter facility in
the state,

"Apnimal slaughter had
the highest job multiplier af-
fect, something like 4.74,"
says Russell. ''Food process-
ing was the second highest
with something like 4.54."
(The numbers given here
are meant for comparison
and illustration only.
Editor)

Rugsell points out, "When
a move ls made away from
agticulture, the job
multiplier affect in the
marketplace substantially
comes down. In other
words, we will get a higher
level of multiplication
working with animal-
slaughter and processing

WMAY'S CAMERA &
MODEL SHOP

“Coma $ae Out Newly Remodeled Storg  SuPPlies
218 EAST BROADWAY

opportunitics as opposed to
a telecommunications net-
work with a multiplier ef-
fect of 1.94 or 2,2."

Russell hastens lo add,
“That doesn’t mean we
don't want the tele-
communications, but we've
got a soutce, an agricultural
basis, to work with already.
And t has a real high
positive affect on the ser-
vice sector. It's In place,
it's out in the country,
let's develop it.

"Pulling out state out of
its present economic situa:
tlon,"" Russell Insists, "'is go-
Ing to take a combination of
production and processing,
There's a parallel relation
ship. Unless you have that
producer base, processing's

for ail yout
photo

266-4349

not going lo cut it."

But sales of processed
food has the advantage of
bringing in money from out-
side of our state,

As Russell ssys, ""Mare
than 60 percent of Clover-
dale's meat, whether in the
form of commodities or as
processed product, is sold in
other states because they've
got the people numbers,

"We look at that as new
money and opportunitics
within the state and our
agriculture seetor.”

The impact of this "new
money' is revealed in
statistics from a 1984 study
donc by the U.S. Chamber
of Commerce. The follow-
ing figures come from Dave
Mclver, Mandan Chamber
of Commerce execulive.

“"Competing is
probably a frame
of mind more
than anything
else."”

What 100 New Man.
ufacturing (Processing}
Jobs Mean to s Com.
munity:

New personal income

$ 2 million

New retail businesses—7

Retail sales increase

$1.5 million

New non-manufacturing

jobs—-64

Population increasc

202 people
Family units increase
101 familles

School enrollment in-

creases—61 students

Those figures can be
doubled for an indication of

the potential impact of
Cloverdale’s new facility in
north Mandan.

The 52,000 square foot
building, scheduled for
completion in June 1987,
will house Cloverdale's pro-
cessing plant. The expanded
production possible in this
facility should employ an
additional 200 people.
Russel) thinks this number
should be reached in five or
siX years.

According to Mandan
City Commissioner Ed
Gerhardt, who carries the
Finance porifolio, ""Clover.
dale’s expansion is exactly
the type of project the
Municipal Industrial De-
velopment Act (MIDA)
bonds were intended for-
economic development,

""There was no hesitation
on the part of the city com.
mission to approve the
MIDA bonds because the
project will create jobs and

Continued on page 13
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expansion of this home-
grown industry won't in.
fringe on any local competi.
tion."'

Cloverdale doesn’t have
any local competition now,
but many in this area would
like to see that changed, not
because they have sume-
thing against Cloverdale,
but because food processing
means new money to the
area.

Russell laughs

and says Clover-
dale keeps grow-
ing because, "I

think all of us in
management run
scare
every day."

Myron Atkinson, Bis-
marck attorney, real estate
developer, president of The
Atkinson Company and im.
medlate past chalrman of
the Bismarck Development
Association, says, "In the
BDA we ldentlfled food pro-
cessing as one of the highest
Erlorlties for types of

usinesses to pursue.

“The raw material s
here; the labor force has a
refutatlon for being ex-
cellent working people; and
we have reasonably good
transportation.'

The issue of the quallty
and quantity of iransporta:

tion in Bismarck-Mandan is
often debated, Don Russell
thinks there is plenty of the
proper type of transporta
tion; as he seey it, at issue is
the proper use of what we
have,

"About a yedar ago,"
Russell says, ""a newspaper
articled identified the dif-
ferent problems associated
with  economic develop:
ment in this area. Transpor-
tation was identified as be-
ing the number 1 or number
2 problem. That Is really

Wrong, wrong.

"We are a net consumer
of durable goods." Russell
maintains, “"Hundreds of
trucks come into this state
delivering those goods so
there's already a transporta-
tion system in place."

The transportation prob-
lem Russell sees is, “"those
trucks do not have an
economic backhaul'' —
products that can be hauled
back to the truckers's start-
ing points.

Atkinson says, "'Shipping

This summer Cloverdale
vacates this old building
fleft] that's served so well
for about 60 years. Man-
dan City  Commissioner
Ed Gerhardt says, "“This
cotddn’t have happened
at - a better time. ‘The
vacaled site is next to the
Supervalu store and the
contemplated  shopping
mall.” Cloverdale presi-
dent Don Russell is ex
cited about  building u
new  plant, but adds,
"When you make long
term investments in
facilities, time will tell if
sot're a good or bad plan:
ner, and that's the risk
element.,”’

of finished products is not a
major cost factor,”

Russell adds, "'I'd rather
ship the processed meat
than live animals.

"1 think problem number
9, 10 or 1 in the article was
capital formation,” Russell
says. 'I've had a fair
amount of exposure on that
issue and [ identify our
abilitics~or inabilities—to
do capital formation as our
mosl critical problem.”

When it comes to the pro-

untinued on page 22

damn: near t

aren Harju
Presentation Consultant
Adverising Managemeni Services Inc.

ALMOST

only counts in horseshoes.

A presentation thot's almost
successful Isn't worth the time and
monay you put into i,

Face it, a few brainstorms and « ot
of extra hours wlll not guarantee
the production of a successful
presentation. Expertise will,

8o call Karen today. She's trained
and experienced In developing
top-notch presentations.

She'll also save you TIME and
maybe even MONEY.

258-3067




.. Speaking of Cloverdale’s

new building under con-
struction {right}, Mandan
City Commissioner Ed
Gerhardt says, '"This is
the best kind of progress.
When someone comes in
from outside, you ash
‘Whal's the guy going to
do?" With a local person
you have a better idea
that
says.” Cloverdale's presi:
demt Don Russell says,
“The new facility allows
us lo expand and do some |
line extensions and take
care of deficiencies that
presently exist.”

per use of money, Russell
has Iwo ideas for North
Dakota. One idea is a new
wuy to look at the state's
cities  and  counties; the
other s an old way of
managing farms.

His first idea scems to
strike at that clusive 'quali-
ty of life' many North
Dukotans treasure, but in
fact, Russell hopes to pre-
serve as much of that as
possible by judicious use of

ur resources. .
‘ He says, "'l think the

maller states, such as ours,
nre going to have to look at
some mass consolldation
merging cities, countles,
agencles, right on down the

line.,"
Russell knows this fsn't a
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popular idea, and he thinks
he knows why. "l think
we're very provincial,” he
says. "Everybody likes to
protect their own turf.”

He believes the problem
is "'more attitude than
anything. Most people
aren't heavy duty risk
takers. North Dakota
business people probably
spend more time being fear-
ful about what's going on
over at the neighbors s.”

But, he maintains, that at.,

titude is not golng to get us
anywhere or help us use our
funds more efficiently.
Looking back to our past,
we can find lessons for to-
day, he says.

"We can go back to at
least the 1930s; our state
really has not changed in 50
years. The big towns have
gotten bigger and the small
towns have either stag-
nated, consolidated or died.
That's history.

"1f we maintain ourselves
in the posture we're in
todayu-(he same as it's been

Co%wt ¢
83 Mﬂ Blymerek

for 50 years—we'll see the
same types of consolida-
tions going on."

As an addendum, Russell
says, '"The other side of it is,
we've not many more than
650,000 people and it

"Usually when
somebody says
‘Can’t’ it triggers
a bell in me."’

doesn't look like that's go-
ing to change unless we do
something about it."

The big question is what
to do and how to do it
Russell takes a hard line on
this,

"We have to challenge the
system,” he says, '"We have
to be open minded and Ima-
ginative enough to look at
the system not as it exists
but how it could be if we
could go in and reorganize
it.

""We have to ask ourselves
a lot of challenging ques-
tions: How can we redo the
system? Should cltles and
countles merge? Do Bls.
marck and Mandan need
two clty governments? Do
the clties and countles com:
bined need two sheriff's
departments and two city
law enforcement agencies?
Do we need two court sys.
tems and two county super-
Intendents of schools?"’

There's no doubt in
Russell’'s mind that similar
consolidations could take

: 'f“'/’,‘; A 37,
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place all over the state, and
must be done soon.

"We have to get lean and
mean and fight back,"” he
belicves. Aund, in his
opinion, ""Most of the time,
it's ourself we're fighting.”

In other words, he says,
"When it comes to shooting
yourself in the foot, North
Dakota is probably the most
professional at it in the
union."

Although he
reorganization,
thon or mergers are
necessary, he also main-
tains, "'It's got to be good for
everybody, There has to be
fair play.”

Russell's second idea
deals with farming, but
before explaining it, he goes
on record agalnst the
government's artificial
price supports.

"If necessary, keep them
for the producer to guaran-
tee him a price,” he says,
"but let the retailers com-
pete In the marketplace.
Going broke has never
scared me, but I'd rather do
it because of my own
stupldity than because of
regulations,”

Is idea for moving North
Dakota forward economic.
ally Is to "take a look at
agriculture and get back to
the basics. That might mean

believes
consolida-

being a little bit of
everything,”
He's talking diversifica:

Hon—an ldea that's helped
Continued on page 24




Sweet Adelines

“Harmonize the World” is the motto of Sweet Adelines. Inc., an inter-

national organization of women's singing groups. The first chapter of the

organization, now headquartered In ‘Tulsa, Okluhoma, was formed 40

years ago, in 1946,

Approgimately 35,000 members now particlpste in chapters in cach
state 1o our country plus nine Canadian provinces, Australia, England,
Scotland, Sweden, the Netherlands, Jupan, New Zewlond and the

Republic of Panoma.

Sweel Adelines sing four-part barbershop harmony with a iead (the
melodyl, a tenor (upper harmony), baritone (lower harmony) and bass
{the lowest voicel. Even the foreign chapters are required to sing in
American English, and the only instrument used is o piich pipe to get the

gtarting notes,

The internutional organization stresses education, so all members
have the opporlunity to progress vocally, adminisiratively or personally

at thelr own speed. Varlous classes are avatlable
o teach vocal production, stage presence, ad-
minlstration of o musical group, directing a
musleal group, choreography, staging and
much more.

Once o yenr cench chapter's growth s
me d in competition held in each of the
s 1y the world. Bach chorus performs
s und {s judged on sound, musie, in-
terpretation amd showmanship. Chapters win.
ning at reglon contests advance to the interna
tional [evel.

This miea is in Region #6, consisting of
chapters [n Notth Dakotu, parts of South Dakota,
Minnesots, Montana, and Ontario and Matiitobs
in Canada, The Blsnurck-Mandan chapter cur.
{em{y has three members active al the reglonal
evel.

The 36 members (o the local chapter rehearse
every Tuesday at 7:30 p.an. in the Loed of Life
Church on North 26th Street In Bismarck, All
women ate invited to vislt the rehearsals and
schedule an audition, The organlzation places no
restrictions on econotnic status, race or na.
tionality, but the singers must be 18 or older.

I our communitles Sweet Adelines are very
active, [n December they were Chrlstmas carol.
lnf: they've perforined at nursing homes,
schools, civie functions and can be contracted to
perform,

"Putting on the Ritz" is the theme of thls
yedt's anhual show, performed in the Blsmarck
Clty Audltorium, February 2nd at 3 p.m. Ad.
vahce tickets are 35 and can 't surchased from
anz local member. On the . of the show,
tickets at the door cost $8.
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Cloverdale stay viable and
even grow in the tough
times.

"We aperate a slaughter
house, a processing plant, a
distribution company and a
transportation company.
That's a good marriage.
There are times when one
part of the business is doing
fairly well and the other
side might be struggling for
position.

“If this were a
dictatorship, I
would adopt the
most liberal laws
of the land and
hang a sign out
‘Let the buyer
beware.' '

“"We recognize we do not
maximize our profitability
this way, but we certainly
maximize our flexibility and
we also think it offers us
some stability.”

As an example of diversi:
fication and growth, Russell
tells of Cloverdale's history
and development.

“In 1972 we had a small
food service business selling
frozen foods, produce, can-
ned goods, paper products,
coffee, chemicals and such
to hotels, restaurants,
hospitals and schools, Meat
processing, at that time, was
relatively insignificant; the
dairy in Dickinson was a
substantial investment,

"In 1975 we sold the
dalry and concentrated on
food distribution and sales
of processed meat products.
The western two-thirds of
North Dakota was our pri
mary market; we have since
one to other states—
rom Wisconsin to Washing:
ton,

“"In 1979 we rut up the
first bullding of the distribu:
tion center and moved out
offices (n there, too. The
downtown property |[the
company's maln  building
for about 60 years) way
turned Into 100 percent

fant facility for processing.
Fdidn'l think we'd outgrow

that facility in my lifetime,

“The downtown plant has
about 70,000 square feet on
three levels and we're
replacing it with 52,000
square feet in the building
we're constructing next to
the distribution center.

“The difference is, maybe
half of the space in the old
building is usable for pro-
cessing, and in the new
building all the space will
be usable so physically
we'te going to have a
smaller building with a big:
ger plant,”

From that point, Russell
says, Cloverdale takes 70 or
80 different manufactured
items and presents them in
200 different ways,

It's not well known
Cloverdale  produces that
much because a good pot-
tion of their business is not
seen by most people. The
food service business, ex-
plained above, '"probably
represents 40 percent of our
market,” Russell says.

Another side of the com:.
pany few people see is the
industrial processing—
making products other com-
panies make {nto something
else, like sandwich com:
panies. This represents 15
percent of Cloverdale's
business.

The retail consumer
market makes up 40 to 45
percent of the company's
business. ""Without a doubt
we get the most recognition
from our tangy summer
sausage,'' Russell says,

1 think we’'ve
got to do some
things even if
they are wrong,’’

He has recently started
marketing & smoked pork
sausage under his own
name. '‘North Dakota's
answer to Jimmy Dean's,”
he chuckles.

in additlon to the plant in
Mandan, the meat process-
ing slde of the business also
has a plant in Mankato,
Minnesota.

Continued on page 27




“It's a specialty products
plant  manufacturing pro-
ducts for other packers,"
Russell explains, "We think
that'll grow into a nice
business. It gives us a loca.
tion into other markets we
want to service, and I'm
sure someday we will, The
Chicao market is certainly
closer to Mankato than
Mandan.”’

Another aspect of the bus.
iness is animal slaughtering,
as done at the Minot plant,

And, finally, a subsidiary
of Cloverdale is Fleet Ser-
vice, predominately doing
repair and maintenance on
the company's fleet. It also
functions as a truck shop
and performs similar ser.
vices for other companies.

"It speciallzes in transport
refrigeration, something we
need, and a few other peo-
ple in the marketplace also
need it so we service their
fleets, t100,"' Russell says,

Connected to Fleet Set-
vice is the transportation
company functioning as an
{rregular route common car-
rler. Russell explains, "It
does what we call long-haul
services, delivering meat
products and bringing other
food products back into the
distribution side of our
business, It allows us some
flexibillty with manage-
ment of our fleet because
they don’'t have to travel
designated routes."

Trucking Is a vital part of
Cloverdale's success be-
cause North Dakota hself
doesn‘t have the people to
support a business this size.
Russell says the Bismarck-
Mandan market has grown
but that doasn't necessarily
mean Cloverdale {8 seiling
any more product because
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many of the people have
moved here from smaller
towns.

nWe've got to go where
people are,” Russell says.
»Qur expansion is dictated
by existing traffic links
more than by sales oppor-
tunity. Our distribution
division allows our trucking
company to ship meat to
markets and back-haul pro-
ducts to this market, We
look for traffic balance.

"We're trying to position
the company with strong
regional matketing pro-
grams. The Wisconsin and
Minnesota markets are very
important to us today; the
Twin City market is pro-
bably our weakest area in
Minnesota.

“Other important mar-
kets for us today are Mon-
tana and Wyoming, the up-
per boot of Idaho and
castern Washington, And
we look for the Denver and
Seattie market areas to
become very important.

"We have one
rule here: we just
want to recruit
honest people,
everything else—
good or bad-—we
will teach them."

“Because those markets
are metropolitan, they have
good communication links
with other metropolitan
arcas. The Kansas City
market, for example, be-
cause of the communication
networks built around lt,
opens virtually .every
market in the U.8, to us.”

Russell says that market
could be very important but
it hasn't yet been research-
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ed completely for traffic
links and back-hauling
possibilities,

On a lighter note, Russell
says, "We try to position
ourselves in markets where
they don't really care what
we're doing.” The reason-
ing is if Cloverdale only
goes after a small piece of a
market, the big companies
probably aren’t going to try
to shut them out.

“In my opinion,” Russell
chuckles, "if they wanted to
kill us, they could do it in
about six weeks."

Bul not ueven that can
keep Russell and Clover-
dale’'s management team
from moving into a market,

"We were told often 'You
can't go to Minneapolis and
compele.” When [ hear
‘can't,’ a bell goes off in
me,"" says Russell. "My at-
titude is we'll go wherever
we chose, then we'll worry
about competition when we
get there. Competing s
probably a frame of mind
more than anything else,”

Even with all he has done
and can do, Russell admits
he needs help to implement
many of his ldeas for the
good of North Dakota and
its citizens.

“1 have identificd some
things that can be done in
the marketplace and people
always say, 'Don, if the op-
portunities are there, why
don't you do them? The
truth is I've got enough to
do.

""We've developed a very
strong business plan for our

company: where it's been
where we want it to be anc
how we want il to get there.
We want to participate anc
help wherever we can, but
we also have to stick to ow
plan that says, 'you cannot
take on more risk outside o
the areas you're already in-
volved in." "

Don Russell says he's a
risk laker "'to a degree,”’ but
on sccond thought admits

''Not being very
smart and willing
to give a lot of
time are pretty
much the only re-
quirements to be
in the food
business."’

Cloverdale wouldn't be
where it is if he and other
previous and current man-
agers weren't willing to take
risks.

One message comes
through loudest when talk-
ing to Russell. In North
Dakota's bachyard—in the
pens, corrals and fields—are
the raw products needed to
improve the state's eco-
nomic situation. What's
needed is for all North
Dakotans—legislators, busi-
ness people and citizens—to
answer the hard questions,
make the changes necessary
to make the state "'lean and
mean,” and to take risks
before the opportunities are
gone,

liest businessas in town,

JO CARTLEDGE
223-7300

WELCOME
TO BISMARCK

is glad you have become a part of
our oity and extends a very warm welcome to all new residents.

We would like to greet you in person and answer questions
about your new community. We also have gifts from the friend|

Our welcome Is only a phone cal! away,

A Locally Owned Service
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DEPARTMENT OF AGRICULTURE
State of North Dakota
600 E. Boulevard Ave. Dept, 602
Bismarck, ND 58505-0020

Testimony of Roger Johnson
Agriculture Commissioner
House Bill 1417
Senate Agriculture Committee
Roosevelt Park Room
March 15, 2001

Chairman Wanzek and members of the Senate Agricuiture Commiittee. | am Agriculture
Commissioner Roger Johnson. [ am here today in support of HB 1417, which establishes a loan
program and gives the Industrial Commission authority to issue revenue bonds for the

establishment of meatpacking plants in North Dakota,

Animal agriculture is a very important part of North Dakota’s agricultural economy. According
to the North Dakota Agricultural Statistics Service, our current cattle inventory sits at 1,98
million head, Our livestock industry has great potential 1o increase the value of ity existing

product.

[ believe that we need to expand animal agriculture in this state and work to capitalize on new

opportunities through identity preservation. feeding and finishing, and slaughter, HB 1417 also

coincides with an objective ot the Commission on the Future of’ Agriculture (COFA) “to develop




and implement an aggressive plan for increasing animal agriculture within the state.” This

legislation provides for one of the tools needed to move in this direction,

This bill provides the opportunity to further develop livestock value-added opportunitics in North

Dakota, HB 1417 does not provide for the establishment of a state-owned meatpucking plant,

rather it provides an opportunity for borrowers to make investments in private meatpacking plant
ventures, The income from the bonds would be exempt from state and municipal taxes. The
State of North Dakota would not be liable for the bonds; the purchasers (local investors) would

carry the risk.

Chairan Wanzek and committee mierbers. this legislation would create one more tool to

further develop livestock opportunities in the state, 1 ask for your favorable consideration of HB

(417, and | would be happy to answer any questions you may have,




