2). 	Witness – Jack Mariani

My name is Jack Mariani (JACK MARIANI)
I am –Co-founder of Mariani Nut Company, a growing and handling operation based in Winters, CA.  I am testifying today as a large handler. I serve as Vice Chairperson for the CWB and sit on the Executive and Market Development Committees of the Board.

Today I would like to provide a description of the proposed amendment.

Background:
Early in 2019 the walnut industry undertook strategic planning efforts to assess current and future needs.  The industry’s continued growth and future production outlook made it necessary to evaluate future crop utilization.  The discussion included potential programs that could benefit industry in supporting growth, including a credit-back program utilized successfully by other commodity organizations, which could increase demand to stabilize future market returns. 

With the forecasted increase in production, the CWB needs to develop new opportunities to increase demand (sales) in order to stabilize future market returns. Otherwise, the increased supply will likely depress market returns.  The CWB’s generic marketing efforts in the U.S. have increased over the past three years with a goal to grow domestic consumption, as research had indicated that U.S. growth potential remains untapped with only 40% household penetration.  The proposal to add credit-back authority for promotional activities would encourage handers to build upon the CWB’s activities, providing additional visibility, awareness and ideally sales for walnuts, through crediting-back a portion of the handler promotional expenses against handler assessments due under the program.  
 
This proposal, which was recommended by the California Walnut Board (CWB) on September 13, 2019, would amend Federal marketing order 984 by adding authority to provide credit-back for market promotion expenses paid by handlers against their annual assessments due under the program.  If implemented, this program would encourage handers to undertake market promotion activities in addition to the CWB’s generic marketing efforts. Currently this authority is not granted in the order language. 

The proposed amendment  would include: Adding authority under §984.46, Research and promotion,  for “credit back” of  market promotion activities against handler assessments; adding a new section §984.546, Credit for market promotion activities, including paid advertising, under a new Subpart D, Research and Development Requirements, outlining the functional requirements of the credit back program. 

The CWB is authorized to conduct generic marketing activities for the promotion of inshell and shelled walnuts under the program. The CWB has previously developed new product formulations for handler use. However, because the CWB does not manufacture or otherwise sell, it is incumbent upon the handlers to further develop and deliver new products to the market. The credit-back program, because it would partially offset handler assessments due under the program, would incentivize handlers to support such initiatives.    

Program implementation would be under the authority’s parameters and the requirements proposed under the new §984.546.  Following approval from the Secretary, the CWB would implement the program to become effective the following crop/fiscal year.  Annually, the CWB will establish a budget with annual assessment to be collected including a budget for the credit back program.  The CWB would then communicate to handlers that the credit-back option is available, their pro rata portion of available credit-back funds, and procedures,  for the program and its use, including activities that are eligible for credit-back.
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