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AGRICULTURE, RURAL DEVELOPMENT, AND
RELATED AGENCIES APPROPRIATIONS FOR
FISCAL YEAR 2002

WEDNESDAY, APRIL 25, 2001

U.S. SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS,
Washington, DC.

The subcommittee met at 1:35 p.m. in room SD-138, Dirksen
Senate Office Building, Hon. Thad Cochran (chairman) presiding.

Present: Senators Cochran, Bond, Craig, Kohl, Harkin, Dorgan,
Durbin, and Johnson.

DEPARTMENT OF AGRICULTURE
OFFICE OF THE SECRETARY

STATEMENT OF HON. ANN M. VENEMAN, SECRETARY OF AGRI-
CULTURE

ACCOMPANIED BY:
KEITH COLLINS, CHIEF ECONOMIST
STEPHEN B. DEWHURST, BUDGET OFFICER

OPENING STATEMENT OF SENATOR THAD COCHRAN

Senator COCHRAN. The committee will please come to order. It is
my pleasure to convene in our first hearing of the year, and to wel-
come to the subcommittee having jurisdiction over the Department
of Agriculture and Related Agencies budget for fiscal year 2002 the
new Secretary of Agriculture, Ann Veneman. We appreciate the co-
operation of you and your staff in our review of the President’s
budget that has been submitted to the Congress for its consider-
ation.

We notice that you have accompanying you today Keith Collins,
the Department’s chief economist, and Stephen Dewhurst, who is
the budget officer for the Department. I have had an opportunity
to review your prepared statement, which I appreciate your sub-
mitting to the committee, and an outline of the President’s budget
request for the Department of Agriculture and the other agencies
that come within the jurisdiction of this committee.

I think there is a compliment that is deserved at this point, and
that is that in this submission there is a proposal to increase fund-
ing to cover mandatory pay increases, and to continue essential in-
vestments in technology that are important to the effective and ef-
ficient operations of all agencies of the Department.
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The budget maintains staffing levels for essential agency func-
tions, and 1t also requests resources to support nutrition assistance
programs to protect the safety of our Nation’s food supply, to sup-
port agriculture trade initiatives, to deal with emerging pest and
other challenges to agriculture and our food supply. Most of these
proposed increases are offset by proposed reductions in some ongo-
ibn%i programs and other congressionally mandated additions to the

udget.

We know we have some new challenges that are being faced by
this Department, and your statement touches on them. Bovine
Spongiform Encephalopathy, better known as mad cow disease or
BSE, and the recent outbreak of foot and mouth disease in Europe,
which poses threats not only there but probably around the world,
requiring new initiatives and vigilance and efforts to make sure
that those problems don’t occur here.

We look forward to discussing that with you as we review the
Department’s budget today, and we encourage you to provide us
with whatever additional comments you think would be helpful to
our understanding of this budget request.

I am happy now to yield to our distinguished Ranking Member,
my good friend from Wisconsin, Senator Kohl.

STATEMENT OF SENATOR HERB KOHL

Senator KOHL. I thank you so much, Senator Cochran. It is good
to join you and all members of the subcommittee as we begin work
on the agriculture appropriations bill for fiscal 2002. I would also
gke to recognize our two newest members, Senators Johnson and

raig.

Secretary Veneman, I especially want to welcome you, along with
Mr. Collins and Mr. Dewhurst. It is good to have all of you here,
and I look forward to your comments. Every year, it seems, we talk
about the current crisis facing American agriculture. Unfortu-
nately, this year is no different. Commodity prices remain at his-
toric lows. Devastating animal disease is loose in the world and
threatens our shores, recurring drought has again gripped the
south and, as we speak, flood waters continue to consume farmland
in Wisconsin and throughout other Midwestern States, and this is
only April.

The President’s proposed USDA budget provides $72 billion in
appropriations for fiscal year 2002. That is a reduction of $563 mil-
lion from last year’s appropriated level, without even counting
emergency funds enacted last year. Of the total proposed, $14.1 bil-
lion is discretionary spending. While the President has claimed to
hold overall spending to a 4.4 percent increase, it appears that
USDA programs have been held to a lower position of importance
within Government than other areas. This is a fact I find troubling,
given the wide range of issues now facing the rural sector.

While I agree that meaningful income tax relief is very impor-
tant, farm income tax relief presumes that there is farm income to
be taxed, and an estate tax relief may benefit a handful of indi-
vidual farmers but would have very limited effect on the overall
farm sector.

On the other hand, the programs funded by this subcommittee,
such as research, conservation, marketing and others, do provide
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all farmers with tools that can help raise farm income and help
farmers withstand the misfortunes of nature and disrupted mar-
kets. A 4.4 percent increase would be modest indeed, and a reduc-
tion would be disturbing.

I note the Secretary’s commitment to open markets and the need
to tear down trade barriers. I applaud that commitment and hope
it applies equally to domestic as well as foreign markets. Today in
this country, a regional market barrier has been built that puts
Wisconsin and other States’ dairy products at great risk. This is an
unacceptable situation, and I fully expect the USDA to support all
U.S. agriculture and work to tear down all trade barriers, foreign
and domestic.

The President’s budget also provides $36.6 billion for USDA nu-
trition programs, the largest single area of spending in the USDA
budget. These important programs provide a safety net for the
most vulnerable children and adults and, while most of them in-
volve mandatory spending, it is important to remember that they
are subject to appropriations and the scrutiny of this sub-
committee. Whether the issue is the nutritional quality of a school
lunch or the level of WIC participation, this subcommittee is
charged with the responsibility to ensure that every American shall
have access to a healthy meal.

So Mr. Chairman, I thank you for your leadership and your as-
sistance. I look forward to working with you and all members of
the subcommittee this year as we review the President’s budget
and set priorities based on the real needs of rural America.

Thank you, Mr. Chairman.

Senator COCHRAN. Thank you, Senator Kohl.

Senator Bond.

STATEMENT OF SENATOR CHRISTOPHER “KIT” S. BOND

Senator BoND. Thank you very much, Mr. Chairman, and Sec-
retary Veneman, it is a pleasure to welcome you to the sub-
committee. One of the most important ingredients of being a good
Secretary of Agriculture is timing, and with prices now in the tank
you have got a real opportunity to be the true heroine for agri-
culture if they just turn around, so the Secretaries may or may not
have an ability to impact farm income, but unfortunately you al-
W}zliysdtake the blame, and so there is opportunity and there is hope
ahead.

The critical ingredient to success, however, is a willingness to
use your position forcefully as an advocate for farmers, and that
will mean keeping your eye and a hammer on other agencies who
don’t always have the best interests of farmers at heart, and keep-
ing your eye on our friends at OMB who are sometimes accused,
fairly enough, I would say, of knowing the cost of everything and
the value of nothing. A lot of people have a high regard for your
understanding of and commitment to trade expansion, and yester-
day you and I discussed the promise that plant biotechnology holds
in improving human health, the environment, diversifying ag uses,
and improving production for the hungry in the world.

U.S. Agency for International Development had a group of sci-
entists from Kenya, South Africa, Uganda and elsewhere in town
yesterday to discuss the critical need to make new technology avail-
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able to the poor, the sick, and the hungry in impoverished regions
of Africa. It is clear to me that, while the wealthy, well-fed in Eu-
rope want a technology-free zone in Europe, the impoverished, hun-
gry people in Africa are anxious to have the benefits that science
can bring to them.

I have also taken a number of trips to Southeast Asia. They are
particularly interested in trade and technology, and I hear more
and more people say that, while we don’t want to ignore Europe en-
tirely, time will be spent much better on focusing on Asia, Latin
America, and Africa, where our markets may be the most produc-
tive. If Europe wants to be isolated and cultivate more hysteria and
nonsense than farmland, then we ought to look at regions that
value science more than politics.

I do have one parochial issue. It is a favored farmer and environ-
ment-friendly program called Agroforestry. This subcommittee has
funded research for a number of years, and while I know you will
be a strong supporter of Agroforestry and its multiple benefits for
farmers and the environment, for cleaning of the waters of our Na-
tion, it is identified in the budget for a rescission.

Now, we go through this exercise every year with OMB, but since
I have a better understanding of what may be your priorities and
perhaps the President’s than OMB does, I am certainly going to
urge the chairman and the Ranking Member to reject the proposal
for a rescission.

Finally, while you are in great demand, I do want to call your
attention to an invitation you have received to attend the World
Agriculture Forum taking place May 20 through 22 in St. Louis,
Missouri. There will be a number of world leaders, including heads
of State, deputies, ministers of agriculture chief executive officers,
scientists, farmers, and others, and I hope you can look at that in-
vitation and see if you will take advantage of that opportunity.

Since I have imposed upon the goodwill of the chairman and the
Ranking Member and the committee members, I will extend to all
of you an invitation to join us in St. Louis to talk about agriculture
and world trade in agriculture May 20 through 22.

Thank you.

Senator COCHRAN. Thank you, Senator Bond. In recognizing Sen-
ators alternatively, one side of the aisle to the other, in the order
in which they attended the hearing, I would now recognize Senator
Johnson for any opening statement he may have.

STATEMENT OF SENATOR TIM JOHNSON

Senator JOHNSON. Well, thank you, Mr. Chairman, and Senator
Kohl, I appreciate this opportunity to serve on the Appropriations
Committee, on the Agricultural Subcommittee in particular. I look
forward to working with the leadership of the committee and all
members. This is of immense importance to my home State of
South Dakota and, I think, to the Nation at large.

As a new member, I will focus a lot of my time to learning and
listening, but I do very much appreciate this opportunity to partici-
pate in this hearing. I want to welcome Secretary Veneman to this
hearing as well. Ms. Veneman is known as a Californian, but we
in South Dakota claim some credit as well, as her Dutch ancestors
homesteaded in Charles Mix County in South Dakota. There are
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not a lot of peaches being raised in South Dakota, as there are in
California, but we are proud to have that claim to Ms. Veneman’s
heritage.

I look forward to the testimony today on a range of issues. Obvi-
ously, tax relief is a matter of significant importance to us all, but
it is also important that it be balanced with the needs to address
other key priorities in this Nation, among them, agriculture and
rural America, food safety, rural development, conservation, and
other high priorities that I think people, rural and urban alike,
share a concern for.

I am somewhat concerned about the reductions in conservation
efforts at USDA, and I look forward to your testimony in that re-
gard, as well as I am concerned about funding levels for our anti-
trust and concentration efforts at USDA.

One area that I have a parochial concern as well, although not
entirely just for South Dakota, has to do with the status of our
CRP wetlands six-State pilot project, which has had bipartisan sup-
port, would utilize the CRP in a fashion which would address some
of our wetlands controversies we have had in the prairie pothole
region in particular. The rule has not yet been published, and it
is imminent. Our farmers across the six States of the Northern
Plains are looking forward to that as an additional tool.

PREPARED STATEMENT

It is a proposal that was put together by a group of some 30-plus
rural and agricultural organizations in South Dakota as part of an
out-of-court settlement. Any time you can get the Sierra Club, the
Farm Bureau, and the Farmer’s Union all to agree on a conserva-
tion initiative of this sort, I think we ought to move forward with
it, and it is my hope that we can work with the Secretary to get
those proposals published in the very near future.

So again, I welcome the Secretary to the committee, and look for-
ward to my participation on this subcommittee.

Senator COCHRAN. Thank you, Senator Johnson.

[The statement follows:]

PREPARED STATEMENT OF SENATOR TIM JOHNSON

Thank you Chairman Cochran, Ranking Member Kohl and members of the sub-
committee, it is an honor to participate in my first appropriations subcommittee
hearing on agriculture. I am pleased by the reception that my colleagues on this
panel have extended to me, and I look forward to working with all of you to com-
plete work on a thoughtful, balanced budget for the United States Department of
Agriculture (USDA), and the many important programs under the jurisdiction of
this subcommittee.

I also thank Secretary Ann Veneman for offering testimony on USDA’s proposed
budget for fiscal year 2002, and I look forward to working with her to assure this
subcommittee provides the investments necessary to keep rural America strong, now
and into the future. Madam Secretary, I enjoyed meeting with you in January—
prior to your confirmation by the Senate Agriculture Committee—and I expect to
follow-up with you today on some of the issues and priorities we discussed at that
time. Mr. Chairman, I want to make a special note at this point that while Senator
Feinstein may take great pride in the fact that our new Secretary of Agriculture
is indeed from a California peach-growing region, I am proud that Secretary
Veneman has South Dakota ties too. In fact, her Dutch ancestors homesteaded in
Charles Mix County near Platte, South Dakota. That was a long time ago, and
there’s not much peach growing in Charles Mix County, but nonetheless, we're
proud of her connection to our South Dakota. Finally Madam Secretary, I again in-
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vite you back to your ancestral State, where we can discuss issues of importance
to South Dakota’s farm families and rural communities.

Regarding USDA’s budget proposal for fiscal year 2002, I appreciate the Presi-
dent’s desire to fund national priorities in a restrained way so as to provide signifi-
cant tax relief to America’s working families. I too am on record in support of a sig-
nificant tax cut. Yet, we must address the budget and tax cut in a balanced fashion,
assuring efforts are made to pay down the federal debt and fund key programs—
such as agriculture, conservation, rural development, and food safety just to name
a few—which are essential to the well-being of our country.

In an initial analysis, USDA’s proposed budget adequately addresses some of our
agricultural, trading, and food safety priorities. Yet, I believe it fails to make some
specific and significant investments in a secure farm safety net, conservation pro-
grams, efforts to restore marketplace competition, and rural development.

Moreover, despite the fact that over 20 major farm and commodity groups in the
country—from Farm Bureau to Farmers Union, and including cattlemen, pork pro-
ducers, corn, wheat, dairy, soybeans, cotton, rice, sugar producers, and others—have
asked for increased support for a new farm bill and additional emergency aid for
farmers and ranchers at levels similar to that of last year, the proposed USDA
budget includes no support for a new farm bill or room for emergency aid—save the
so-called contingency reserve. We will discuss this specific issue in greater detail at
next week’s subcommittee hearing on the farm economy and assistance for farmers
and ranchers. Yet, our past experience of enacting multi-billion ad hoc emergency
bills, while ignoring even modest changes to the farm bill, has proven costly to tax-
payers, unpredictable for farmers, and not sustainable nor responsible in terms of
long-term policy. That said, I am disappointed that USDA’s budget does not include
funding for a new farm bill that will ensure economic security for family farmers,
ranchers, and rural communities now and into the future. I look forward to working
with you, Madam Secretary, and the members of this subcommittee to help develop
an adequate disaster bill for 2001 and sustainable new farm bill.

I am specifically concerned about the cuts or elimination of funds in fiscal year
2002 for important conservation programs such as the Wetlands Reserve Program,
the Wildlife Habitat Incentives Program, and the Emergency Conservation Program.
Farmers, other landowners, and society as a whole continue to desire more options
to ensue the proper stewardship of our nation’s soil and water resources. With agri-
cultural conservation programs oversubscribed by nearly six times the available
funding, this is clearly the wrong direction to take with conservation funding, and
I plan to work in the subcommittee to secure funds that promote greater use of con-
servation programs instead of cutting or eliminating them altogether.

Madam Secretary, we have visited about a new pilot program I pushed last year
to enroll farmed wetlands in the continuous Conservation Reserve Program (CRP)—
which was enacted with some help from Senators Harkin, Kohl, Cochran, and
Daschle. This two year pilot program was created by farmers and conservationists
in South Dakota, and it would permit up to 500,000 acres of farmed wetlands to
be enrolled under CRP in six states of the Prairie Pothole Region. Unfortunately,
the rule to begin the process for farmers to sign-up for the program has yet to be
published in the Federal Register. While the severe and wet weather in South Da-
kota and other reaches of the country have delayed planting decisions and inadvert-
ently could permit some to enroll in this program, further procrastination on the fi-
nalization of this rule will only hurt the chances for this program to succeed. I urge
you to work with the appropriate agencies within USDA to ensure the rule for this
CRP-wetlands pilot project is published in the Federal Register and that sign-up
commence as soon as possible.

On the other hand, I wish to thank you Madam Secretary for the steps you've
taken within USDA to prevent outbreak of diseases such as Bovine Spongiform
Encephalopathy (BSE) or “mad cow” disease and Foot and Mouth Disease (FMD)
in the United States. Only three states raise a more sizable calf crop than that
reared by South Dakota’s cattle ranchers. Livestock production and processing con-
tributes over $3 billion to South Dakota’s economy each year. An outbreak of either
disease would have crippling consequences for the hard-working families raising cat-
tle, sheep, and hogs in South Dakota. Under your leadership, USDA currently en-
forces a ban on the import of ruminant animals and animal products (primarily
beef-based) into this country, and you’ve taken steps to ban the import of all animal
and animal products from the European Union (EU), in response to the spread of
FMD. Moreover, under the leadership of Chairman Cochran, the fiscal year 2001
Agriculture Appropriations bill provided USDA with $85 million for preventative
animal health monitoring and surveillance operations in the U.S.

In the context of the appropriations process, I believe this subcommittee may need
to plan to provide additional funding both in fiscal year 2002—and potentially accel-
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erated funding this year—for APHIS, the Food and Drug Administration (FDA), and
other appropriate federal agencies that must work to prevent FMD and BSE out-
breaks in the U.S. I have already met with FDA officials to discuss these issues,
and look forward to Secretary Veneman’s views today.

I am pleased that USDA’s budget request for fiscal year 2002 increases funding
for disease prevention. In fact, you seek to increase the Animal and Plant Health
Inspection Service (APHIS) budget by $174 million from fiscal year 2001, up to an
$849 million total for fiscal year 2002.

This should authorize additional resources to increase inspection personnel that
protect against animal and plant diseases like FMD at major U.S. ports of entry.
Specifically, USDA can hire approximately 350 additional personnel at critical ports
and international airports to protect against pests and diseases. I am equally
pleased with your requested $13 million in additional program support to strength-
en the Agriculture Quarantine Inspection Program (AQI), which helps protect the
U.S. against animal diseases like FMD and BSE. Finally, in regards to increases
in Agricultural Research Service (ARS) efforts to prevent diseases, I support your
request for an increase of $5 million for BSE-related research.

In addition to greater investment in USDA disease prevention efforts, I have en-
couraged my Senate colleagues and you, Madam Secretary, to consider S. 280, my
bipartisan legislation calling for beef, pork, and lamb country-of-origin labeling. This
bill, the Consumer Right to Know Act of 2001, ensures that consumers have knowl-
edge about the true origin of the meat they feed their families. The legislation pro-
vides consumers with the confidence that meat products labeled as originating from
the U.S. are, in fact, from animals born, raised, and slaughtered in the U.S.

While I would not suggest that my bill is necessary from a food safety standpoint
(because the majority of current live animal and meat imports meet U.S. inspection
and safety standards), I would assert that my legislation would empower consumers
to make informed choices about meat products. Furthermore, I would observe that
the pure standard in my bill for defining a meat product as being from the U.S.
would reward domestic producers for their herd health and production practices,
capitalize upon current USDA and FDA safeguards, and help prevent unwarranted
consumer fear about U.S. meat.

We cannot underestimate the need to be very vigilant about the health of domes-
tic livestock herds and the safety of domestically produced meat. I look forward to
working with both of you to ensure Congress takes the appropriate measures this
year to deal with FMD and BSE prevention, surveillance, monitoring, and control
operations.

Rural Development (RD) initiatives provide incentives for the creation and expan-
sion of value-added agricultural ventures in South Dakota, and help furnish critical
infrastructure and telecommunications support to rural areas of our country. I am
concerned by the $2.5 billion cut to RD programs within USDA’s budget. Because
rural America depends upon a diverse economic engine to run smoothly, I am hope-
fwilll this subcommittee will work to restore funding to some of the key RD programs
this year.

In concern to investments in Cooperative State Research Extension and Education
Services (CSREES), the partnership between USDA and our land-grant university
system is one of the most important investments we can make to ensure a strong
rural America. In South Dakota, South Dakota State University (SDSU) and the Co-
operative Extension Service are efficiently and effectively capitalizing upon the fed-
eral CSREES funds allocated to them to invest in educational opportunities for
young people, to ensure a dependable food supply, to foster economic development,
and to promote sustainable agricultural production while protecting our soil and
water resources all at the same time. While USDA’s proposed (CSREES) budget
maintains formula funds at $544 million—imperative to SDSU because these funds
comprise thirty-eight percent of our extension service budget—I will be supporting
an increase of $200 million in the CSREES budget to invest in student learning,
a dependable food supply, rural community economic development, and sustainable
agricultural production.

This increase is necessary to build upon the success stories told time and time
again in South Dakota and across the country, and I'd like to cite just two of many
examples in my State.

In South Dakota, these formula funds allow for a program entitled “Putting Youth
Back in Sports” that teaches sportsmanship, honesty, and fairness to young people
involved in athletics and other extra-curricular activities. This innovative program
also addresses the role parents and other adults play in serving as responsible role
models, therefore “Putting Youth Back in Sports” works with parents, teachers,
coaches, and others to ensure everyone knows how to be a “good sport.” As a result,
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nearly 10,000 people in South Dakota completed this program last year, and SDSU
has been invited to bring the program to Penn State.

Additionally, CSREES funds allowed SDSU to establish a Standardized Perform-
ance Analysis (SPA), a record keeping analysis for cow-calf ranchers in South Da-
kota. This SPA permits individual ranchers to calculate operational costs on a per-
cow and per-calf basis, and as a result, identify a specific break-even value allowing
ranchers to take steps to reduce costs and increase potential profit-making oppor-
tunity.

These and many other innovative programs benefit from CSREES funds, which
promote projects in South Dakota that serve it’s citizens through and educational
process that helps them improve their lives by applying unbiased, scientific knowl-
edge focused on needs and issues. That is why I will support an increase for fiscal
year 2002. Thank you Mr. Chairman, this concludes my opening statement but I
look forward to addressing Secretary Veneman with some questions in relation to
these and other matters.

STATEMENT OF SENATOR LARRY E. CRAIG

Senator COCHRAN. Senator Craig.

Senator CRAIG. Mr. Chairman, thank you very much. Secretary
Veneman, thank you for being with us today. I look forward to your
testimony. I read your prepared remarks. You have just returned
from Quebec and I have just returned from Brussels. You engaged
Brazil and Argentina in discussions dealing with their extended ag-
ricultural capabilities, and I engaged Fran Krischler, the EU’s ag
minister.

Out of those two conversations, I suspect we in this country have
got to decide where we're going to go with agriculture as it relates
to what our public policy will be in the near and the long term. We
are going to start looking at that soon, and I would suggest that
we will find it extremely difficult to continue to simply serve an ag
policy, which means write a check to every producer and make it
larger every year so that they can balance the books. That will not
continue to work, and somehow we have got to wrestle our way out
of that.

I think that Senator Dorgan and I had a rather interesting
awakening a a few years go when, as cochairs of the WTO Caucus,
we engaged a fellow by the name of Pascal Lame, and after we had
roughed him up for a bit he looked us all in the eye and chuckled
a bit, and he says, you do not understand us, do you. We in Europe
have decided to protect the pastoral beauty of our agricultural
landscape, and therefore we will provide for our farmers and we
will pay them directly for that purpose. We believe it is good social
policy in Europe, so the only thing that you have left for us to de-
bate is the subsidy that we may or may not do as it relates to mov-
ing product into the world market.

In other words, he said, hands off our domestic policy. We have
made our decision. I think that is changing now in the EU as new
countries come in and those countries come with a large agricul-
tural portfolio.

At the same time, it is without question going to be demanding
of us to look into our crystal balls and decide how we are going to
deal with agricultural policy in this country as it relates to a pro-
ducer-producer relationship, and certainly the well-being of our
country and our consumers. I don’t have an answer to that, and my
guess is you probably don’t, either, but maybe collectively in the
next year we will work that out.
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In the meantime, we need to continue a level of support for agri-
culture that at this time is at or below break-even, depending on
the specific commodity, few of them above that line, and all of that
extremely important to individuals within the industry itself, but
collectively to our States and to our country.

I look forward to your testimony. More importantly, I look for-
ward to working with you in the long-term as we wrestle through
these issues.

Thank you.

Senator COCHRAN. Thank you, Senator Craig.

Senator Dorgan.

STATEMENT OF SENATOR BYRON L. DORGAN

Senator DORGAN. Mr. Chairman, thank you very much, and
again, Mr. Chairman, thank you for convening this hearing.
Madam Secretary, thank you for being here, and welcome.

Abraham Lincoln created what is now the U.S. Department of
Agriculture, with nine employees back in the early 1860’s. I under-
stand we now have more than 97,000 employees, including the for-
est service, some 35,000 plus in the forest service. My feeling is,
the only reason to have a Department of Agriculture is to preserve
the network of family farms in this country.

I would prefer to use the term family farmer than just, quote, ag-
riculture, unquote, because I think corporate America would farm
America from coast to coast, given their own interests. I am inter-
ested in preserving the network of family producers in this country,
and if we are not about doing that, then as far as I am concerned
we probably could shut down USDA. If we want to do that, let us
have an operational statement that our goal is to create, or rather
to preserve, a network of family producers in this country on rural
lands.

My colleague from Missouri mentioned timing, and certainly tim-
ing is important. There is an old story about a Cherokee Indian
chief who said, the success of a rain dance depends a lot on timing.
I suspect that is true, and it is certainly true, perhaps, with the
stewardship of the Secretary of Agriculture. It is also true that ini-
tiative is critically important. The question for us is, do we have
good intentions, number 1, and number 2, are we pursuing good
policy?

Our family farmers are in some very serious trouble, and have
been for some long while. The current farm program was written
when the price of wheat was over $5 a bushel. It collapsed quickly,
and every single year we have had to play catch-up with some
emergency help.

Last week, I was in Stanley, North Dakota. A young high school
boy who had written me a letter came up and introduced himself
and asked if I remembered him. I said I did. He wrote me a plain-
tive letter saying, I live on the farm with my family. He said, my
dad can feed 180 people, and he can’t feed his family. I told him
that, I remember that letter. That is not a letter someone would
easily forget. But he was describing the difficulty of trying to oper-
ate a family farm when prices for that which they produce are so
far below their cost of production.
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This budget that we're talking about is far short of what is need-
ed. It is not reflective of what we need. We need to write a new
farm program, and then we need to fund a countercyclical program
in the farm program that will help family farmers when times are
tough.

We also need to target that help. I do not want to see stories on
television about the millions and millions of dollars we give to the
largest producers in America. That does not make any sense. Cor-
porate agrifactors will do just fine, thank you. They have got plenty
of financial strength to do so.

But I look forward to working with you on a range of these
issues. I would say I support expanded trade, but I do not think
we are going to trade our way out of this problem. I support tax
incentives that are well-constructed, but I think my colleague, Sen-
ator Kohl, said it correctly. The fact is, the tax breaks are not going
to help a whole lot if you do not have income, especially income tax
breaks do not help much if you do not have income. We need to
work together and find a way to decide whether we have, as an
operational statement for describing the purpose of USDA, that we
want to preserve a network of family farms in this country’s future.

If we do that, if we decide that is a goal, then let us work to-
gether to make that happen with a farm program that finally
works. If not, maybe we ought to close the doors down there and
save some money.

PREPARED STATEMENT

I do not mean to end this on a down note. I think there is plenty
of hope if we work together, and if we are willing to find the re-
sources to try to preserve our family farmers. It is not the case that
they are like the little old diner that is left behind when the inter-
state came through and all that is left is some nostalgia about
what was the part of our culture. They are an important part of
this country and an important part of its future, but they will not
be around unless we take affirmative action and the right initia-
tives and the right policy courses.

Mr. Chairman, thank you very much.

[The statement follows:]

PREPARED STATEMENT OF SENATOR BYRON L. DORGAN

Mr. Chairman, today this Subcommittee begins to officially scrutinize the United
States Department of Agriculture budget that the President released a couple of
weeks ago. Quite frankly, I am very disappointed that the President has targeted
the Agriculture budget for some of the largest spending cuts in his overall budget—
cuts that we all know are mainly necessary to pay for his massive tax cut. All of
us involved in Agriculture recognize the bleak economic climate in rural America.
We can all agree that this segment of the national economy did not fare all that
well in the last decade.

Commodity prices collapsed four years ago and have remained stagnant ever
since. Repeated weather disasters have ravaged the nation from coast to coast. Even
now, the upper Midwest river systems are flooding while news reports tell us daily
about water shortages and drought in Florida and the Western United States. Few
would deny that family farmers and those whose businesses are dependent on them
in rural America continue to face tough economic circumstances right now, and are
in no shape to be neglected by USDA.

Put bluntly, the conditions—low prices and adverse weather—that warranted
three emergency farm assistance packages totaling $25 billion these past three
years are still in place. USDA’s Chief Economist recently stated that net cash farm
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income for 2001 will plummet $4 billion below the average of the 1990’s if no emer-
gency help is enacted.

Despite this fact, the Administration has proposed a budget for USDA that dras-
tically curtails expenditures. Tax relief for farmers is touted as a benefit that will
more than compensate agriculture for this neglect.

However, to have a tax problem requires income, and most American farmers are
suffering from a lack of income. Tax breaks are not a replacement for sound farm
policy. To be more specific, collectively since 1980, deductible farm expense has ex-
ceeded farm income which means that the nation’s farmers as a whole had a net
taxable “loss” for the 20 year period. Recent tax records show that seventy-three per
cent of farm sole proprietors either reported a farm loss or have no federal income
tax liability. To say that farmers ought to blindly support the Administration’s fiscal
year 2002 USDA budget proposal because they have a “stake” in the overall budget
objectives of the President—mainly his tax cut—is stretching things just a bit.

The Administration has proposed deep cuts in conservation and foreign food aid
budgets. The program levels for rural development and research will also be signifi-
cantly reduced under the Administration’s recommendation. They remain silent
about any need for emergency assistance for family farmers should commodity
prices remain stagnant at these collapsed levels or weather disasters continue to
plague the countryside.

USDA’s proposed budget is naive in that it proposes to ignore the economic reali-
ties of rural America. Economic forecasts for agriculture remain bleak for the 2001
growing season and beyond due to the continuation of collapsed commodity prices,
while input costs—most notably fuel and fertilizer—skyrocket. If we fail to offer ade-
quate support for agriculture, massive farm failures will surely occur. Such failures
would cripple rural America’s economy and could further dampen the general econ-
omy, something we must prevent during this time of national economic uncertainty.

I am confident my colleagues will agree with me and that this Subcommittee will
address the inadequacies of the Administration’s proposed USDA budget for fiscal
year 2002.

STATEMENT OF SENATOR RICHARD J. DURBIN

Senator COCHRAN. Senator Durbin.

Senator DURBIN. Thank you, Mr. Chairman, Senator Kohl, and
my colleagues. Secretary Veneman, welcome to the hearing. I am
glad to see you are joined by two stalwarts, Mr. Collins, who has
served as an economist for a long time—I have known him since
my days in the house—and Steve Dewhurst, who I think started
in the early Grover Cleveland administration

Senator DURBIN.—He has continued on with distinction every
single year. You are lucky to have to two of them by your side.

Madam Secretary, I would like to follow through with a comment
as well about the emergency situation we face. We have faced
emergency assistance for farmers for the last several years that
has literally meant whether or not those farmers survive or not. In
Illinois and across the farm belt the Federal payments have ac-
counted for half the net farm income. The farmers literally would
not have survived without it.

Now, on top of that, Mother Nature has thrown us another chal-
lenge with the flooding in the Midwest. I was on the phone a few
minutes ago with Joe Allbaugh of FEMA who is on his way to Illi-
nois. Over 28,000 acres have been flooded now, and will be affected
in terms of crop planting.

I would like to issue a personal invitation to you, Madam Sec-
retary, if you would consider it, to come to Illinois and come to the
flooded areas to meet with the farmers and farm families. There
are some important questions they would like to ask of you, of the
administration, concerning their future. They took a look, or at
least their farm organizations have taken a look at the proposed
budget and are concerned as to whether or not there has been a
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sufficient amount of money set aside for emergency purposes.
There is an inadequate amount from where I am sitting, but per-
haps there is another view of this. We would like to offer you the
opportunity to come and speak to that.

Second, I would like to say that I noted in many of the introduc-
tory comments here how often the issue of food safety has come up.
It 1s interesting, in a country with the safest food supply in the
world, that we want to do better, and we are conscious of chal-
lenges that other countries and other people are facing.

I have introduced three pieces of legislation. I would like to ask
your Department to review and see if you might support. One of
them relates to the whole question of the food that is being im-
ported into this country, the National Food Security and Safety
Act, to strengthen our national defenses against mad cow disease
and related threats. It uses sound science, and I hope good common
sense, to make our borders more secure, improve our surveillance
activities, and remove from the food supply for humans any ani-
mals, some animal-derived materials that could potentially spread
mad cow disease.

I am also working on the Genetically Engineered Foods Act. I no-
ticed last night, perhaps you saw it, Frontline had a program rel-
ative to this whole issue of biotech, which is extremely controver-
sial. Senator Bond has been a leader in speaking out on this, as
others have. We want to make certain that we have the safest food
supply and use the best science to not only feed America, but to
feed the world.

Finally, I would like to commend to you a position that was
taken by President Bush during his campaign but not by the
Democratic candidates. It was a position that I have been espous-
ing for some time, and it addresses the fact that we currently have
Federal food safety fragmented in 12 different Federal agencies
with 35 different laws and 28 different House and Senate sub-
committees with jurisdiction and oversight. Is it any wonder that
we have conflicting, overlapping, and oftentimes amusing con-
tradictions in the law when it comes to the safety of our food?

This administration I think can make history by finally bringing
together all of the different food safety aspects of the Federal Gov-
ernment into one scientifically driven agency that will combine the
mission of food safety so that people across America and around
the world know that we are absolutely doing our very best. I have
been working on this for several years, and I would be anxious to
work with you on that in the future.

PREPARED STATEMENT

The last point I will make is this. It is more global. After our
visit to Africa a little over a year ago, I came back absolutely over-
whelmed with what I had seen with the AIDS epidemic, and I am
heartened by comments from my colleagues like Senator Frist and
others, Senator Lugar, who believe, as I do, that with the largesse
in the United States we have an opportunity and an obligation to
try to help those in other countries who are braving this type of
epidemic and other health problems. I hope that we can find ways
to work together to expand our assistance in this area.

I thank you for joining us.
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[The statement follows:]

PREPARED STATEMENT OF SENATOR RICHARD J. DURBIN

Chairman Cochran, thank you for holding this important hearing today. I look for-
ward to working with you, Senator Kohl, and my Subcommittee colleagues on the
fiscal year 2002 (fiscal year 2002) Agriculture Appropriations bill.

Mr. Chairman, I would like to welcome USDA Secretary Ann Veneman to the
hearing this afternoon. Although she may be a new secretary, she is not new to
USDA or to agricultural issues. I enjoyed working with her during her stint as Dep-
uty Secretary in the early 1990s. Madam Secretary, I look forward to working with
you and the team you’re assembling at the Department. I'm certainly familiar with
the gentlemen you've brought with you today, Chief Economist Keith Collins and
Budget Officer Steve Dewhurst. I always enjoy their budget insights.

I would like to take a few minutes this afternoon to talk about some very impor-
tant issues that affect the Department and my home state of Illinois.

First, I've noticed that the Department’s fiscal year 2002 budget contains no emer-
gency funding. The Administration is relying on its proposed National Emergency
Reserve Fund or Contingency Reserve Fund—neither of which exist at this time—
to provide farmers with federal assistance.

The proposed Emergency Reserve Fund would only be given $5.6 billion in fiscal
year 2002 to respond to all types of disasters, including floods, earthquakes, hurri-
canes, droughts, and the kinds of emergency payments farmers will need. While I
am open to efforts to prepare for unexpected emergencies, the continuing farm
slump is different. We know the need. Congress has appropriated more than $5.6
billion for farm assistance alone in each of the years since the farm economy’s down-
turn began.

As for offering the Contingency Reserve Fund as an option for funding, this ap-
proach pits farm aid against Medicare, Social Security and defense spending needs.
I wonder, how is relying on these reserve funds, which compete with other national
needs, a responsible method for ensuring our farmers get the support they des-
perately need?

I raise this point because as we speak, western Illinois and eastern Iowa residents
are battling another Mississippi River flood. The Illinois Department of Agriculture
tells me that many farmers have canceled orders for inputs such as fertilizer and
chemicals and are delaying the planting of crops in anticipation of possible flood
damage to their property. Record crests are expected today and the FEMA director
will travel to the Quad Cities on Thursday to assess the damage. Already, 28,600
acres of cropland in ten Illinois counties have been affected, according Illinois Emer-
gency Management Agency.

And just like we can’t accurately predict floods, other natural disasters or poor
crop conditions could emerge through the planting season and into fall harvest
throwing our agricultural economy for yet another loop. We need to be prepared.

Congress has provided approximately $25 billion in emergency agriculture aid
since 1998. Farm groups have requested up to a $12 billion increase in the agri-
culture budget for fiscal year 2002 in anticipation of another year of depressed com-
modity prices and higher input costs. The Senate passed an amendment to the
budget resolution that would allow for $9 billion in additional emergency agricul-
tural assistance this fiscal year. I supported that measure.

My colleagues will not be shocked to learn that government payments in 2000
made up nearly half of net farm income. The USDA predicts that without govern-
ment payments, farm income will fall in 2001 to $4.1 billion. A recent study by the
University of Illinois shows that Illinois farm income is up slightly in 2000, but that
government payments still account for 21 percent of gross farm returns. In fact,
many families have to go off the farm to earn money to pay for simple living ex-
penses and income and Social Security taxes.

Having said that, I think it’s important for all of us to realize that the 1996 Farm
Bill was not written in stone. It can and should be changed. I believe we must start
now by reforming Freedom to Farm because clearly it has failed to meet the most
basic needs of producers. Restoring the farm safety net, targeting payments to farm-
ers in need, and ensuring that livestock producers are not left behind should be the
first steps.

We must also work to both open and broaden markets for American agricultural
products and find appropriate alternative uses. More specifically, I hope that my col-
leagues in Congress, and in the Bush Administration, will make every effort to ex-
pand the role of ethanol in the reformulated gasoline program. Knowing what we
know about MTBE, this should be a top priority. I believe expanding ethanol’s role
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is a win for our farmers, a win for the environment, and a win for the rural econ-
omy.

We have a great deal to do and a very short year in which to accomplish these
initiatives for rural America and our farm families. It’s time for Congress to roll up
its sleeves and get to work.

Now, I’d like to mention food safety.

Our country has been blessed with one of the safest and most abundant food sup-
plies in the world. We have the science and know-how to make it even safer. And
as the public learns of global threats to diseases like mad cow and foot and mouth
and new, unfamiliar technologies—like genetically engineered crops and animals—
we need to make sure that public confidence in food safety remains high.

I recently announced that I will soon introduce the National Food Security and
Safety Act to strengthen our national defenses against mad cow disease and related
threats. This bill will apply sound science and good common sense to make our bor-
ders more secure, improve our surveillance activities, and remove from the food sup-
ply for humans and animals some animal-derived materials that could potentially
spread mad cow. We’'ll also get these same materials out of non-food items, like cos-
metics and medicines.

I also plan to reintroduce the Genetically Engineered Foods Act. While I strongly
support biotechnology, I've seen farmers in Illinois and throughout the country get
hurt by some grave mistakes made by others. We must be able to better assure
farmers of an available market for biotech crops, and assure consumers of the safety
and1 effective oversight of this new technology. My bill will accomplish both these
goals.

All food safety threats—whether salmonella or mad cow—are made more difficult
to manage by our highly fractured food safety system. Currently, federal oversight
for food safety is fragmented with at least 12 different federal agencies, 35 different
laws governing food safety, and 28 House and Senate subcommittees with food safe-
ty oversight. With overlapping jurisdictions and scattered responsibilities, federal
agencies often lack accountability on food safety-related issues.

For that reason, I will also be reintroducing the Safe Food Act. This legislation
would unite food safety and inspection activities in a single agency with a clear mis-
sion to protect the public health. While the details of a new structure need to be
developed in an open, participatory process, one of the best things we can do to pro-
tect the public health and save lives is unite federal food safety activities in one
agency.

I want to work with you and others in the Administration to design and imple-
ment a more streamlined system to strengthen food safety and better protect public
health. I hope the Department will continue to explore this idea and work with me
on ensuring that our food supply is the safest in the world.

Secretary Veneman, as you may know, the Department has been working in Chi-
cago and the surrounding suburbs to help eradicate the Asian Longhorned Beetle.
The City of Chicago and the State of Illinois have been battling these pests for over
three years now. Both APHIS and the Forest Service have been invaluable partners
in this effort. I'm pleased to see that the Department’s Budget includes more than
$49 million for efforts to fight Beetles in Illinois and New York.

I hope the Department will continue to work with the Illinois Delegation on the
innovative Illinois Rivers 2020 program, a federal-state initiative designed to restore
and enhance the Illinois River Basin.

Allow me to touch briefly on Africa. As you probably know, I was in Africa in Jan-
uary of last year and had an opportunity to see U.S. food aid programs in action.
I was impressed and heartened by direct feeding programs as well as programs that
sell U.S. food products at low cost to finance development projects. But I was over-
whelmed by the impact of AIDS on Africa—particularly by the millions of children
being left orphaned by the epidemic and the devastating impact on African coun-
tries’ economies.

I believe U.S. food aid could be used to target communities heavily affected by
AIDS. Last year, I supported a provision that passed in the final bill to use $25 mil-
lion-worth of surplus commodities in the 416(b) program for food aid, or to be mone-
tized for development projects, for communities heavily impacted by AIDS. I would
like to know what progress USDA has made in disbursing these funds and what
kind of projects PVOs and the World Food Programme suggested. I would like to
get the Department’s views on the potential for U.S. food aid being used more
broadly to help those children, families, and communities affected by AIDS in Africa
and elsewhere in the world.

Finally, Madam Secretary, I have asked in the past that the Department specifi-
cally request funding to implement the U.S. Action Plan on Food Security. I'm very
interested in how you think the United States can meet the commitments we made
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to reduce world hunger at the 1996 World Food Summit. So far, our action plans
have appeared to be only a list of the programs we already have, but we have not
made much progress toward the goal of cutting in half the number of undernour-
ished people by 2015.

Mr. Chairman, again thank you for the opportunity to raise these issues.

Senator COCHRAN. Thank you, Senator. Madam Secretary, our
Ranking Member is not going to be able to return to the committee
after we go vote—we have a vote that has now begun on the Senate
floor—so I am going to recognize him for the purpose of asking a
couple of questions, which I hope you can answer; Then we can
take a break and go vote, and we will come back and resume our
hearing and hear your statement and have additional questions.

Senator Kohl.

FOOT AND MOUTH DISEASE

Senator KOHL. Thank you, Mr. Chairman, for your courtesies.

Madam Secretary, I appreciate your comments on the steps nec-
essary to avoid an outbreak on foot and mouth disease or similar
animal diseases in our country. If an outbreak were to occur in my
State, which relies on the dairy industry, the consequences would
be absolutely devastating, as I pointed out in my April 7th letter
to you. In that letter, I also mentioned a troubling story on this
subject that appeared in Wisconsin State Journal on April 4 which
reported shortfalls in the inspection procedure at U.S. points of
entry, so Madam Secretary, have you had a chance to review that
story, and would you please respond to the concerns it raises, and
if a confirmed outbreak of foot and mouth disease were to occur in
this country what USDA procedures are in place for disease con-
tainment?

Secretary VENEMAN. Thank you, Senator. As you probably know,
foot and mouth disease has taken up a considerable amount of time
for us in the Department of Agriculture since we assumed office,
with the outbreak that occurred in the U.K. and continues to show
new cases every day.

We have been watching this issue very, very closely, and taking
considerable action with regard to foot and mouth disease. Initially
we suspended the imports of products from any foot and mouth dis-
ease country as well as all of the EU, following the outbreak in Eu-
rope.

We have strengthened the number of inspectors that we have at
ports of entry. We have increased our inspection at airports. We
have increased public service announcements. We have increased
the number of personnel at ports and airports. We have added
about $32 million from our AQI user fees to add inspectors toward
this effort, so overall we have been continually reviewing the pro-
grams that we have for exclusion.

In addition, we are looking at all of the issues that we have with
regard to preparedness should an outbreak occur, and that means
working interagency with other agencies to make sure that we are
totally prepared in the unfortunate event that we might get an out-
break.

We have strengthened our relationship with the States and the
State veterinarians to ensure that all of our programs are working
in coordination. We have taken a number of steps with regard to
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constantly retooling our programs, looking into how we can
strengthen them, because we know how devastating this disease
can be to the United States, whether it is in your State, the dairy
States, in my home State of California, or around the country, or
to all of the livestock herds we currently have in so many parts of
the country today.

This would impact seriously on almost every State, and so we are
very cognizant of the importance of our vigilance.

As I said, if we did confirm an outbreak we would hope that it
could be contained and eradicated very quickly, and we are con-
stantly reviewing our systems to make sure we are working to-
gether with our States and all of the resources that we have in the
U.S. to ensure that we could act quickly, and in the unfortunate
event that we got it, to eradicate it quickly.

Senator KOHL. I would just ask one other question and submit
the others for the record, as well as a letter from Senator
Wellstone.

[The letter follows:]

LETTER FROM SENATOR PAUL D. WELLSTONE

APRIL 23, 2001.

Hon. HERB KOHL,
Ranking Member, Subcommittee on Agriculture, Rural Development and Related
Agencies, U.S. Senate, Washington, DC 20510.

Dear HERB: I understand your Committee is hearing testimony from Secretary
Veneman this week regarding the fiscal year 2002 Budget. As you know recent
flooding has ravaged a number of Minnesota communities. I would appreciate your
infl‘orming the Secretary of the current situation in Minnesota as it relates to agri-
culture.

Continued extremely wet conditions over the weekend of April 22nd have made
planting conditions quite difficult. Approximately 5 to 8 inches of snow fell in cen-
tral Minnesota, and over 4 inches of rain fell covering much of central and southeast
portions of the state. Prior to this weekend’s precipitation, the following state-wide
estimates were provided by the Minnesota Farm Service Agency (FSA): $1 million
in structure damage (farm buildings, bins, storage facilities, etc.) and 8,000 acres
of Conservation Reserve Program flooded out.

Minnesota FSA estimates that approximately 1.5 million acres of farm land have
been flooded. Additionally 10 million acres are saturated, with no capacity to absorb
any more moisture. The largest portion of the 11.5 million flooded and saturated
cropland are along the Minnesota and Mississippi Rivers. The current cold and wet
conditions increase the risk of another occurrence of the perennial scab and blight
that affect small grains.

Furthermore FSA predicts delays in planting will result in a marked shift from
corn to soybeans, due to a shorter growing season for soybeans. Minnesota already
has seen an approximate 35 percent shift from traditional corn acres to soybean
acres for this crop year because of favorable loan rates for soybeans. These projected
shifts have already depressed the soybean market.

Thank you for your assistance on this matter. As additional information becomes
available I will keep the Committee informed.

Sincerely,
PAauL D. WELLSTONE.

CRANBERRY INDUSTRY

Senator KOHL. Madam Secretary, the cranberry industry con-
tinues to face record low prices and problems related to oversupply.
Wisconsin is the leading cranberry producing area in the country.
The current crisis has devastated producers in my State. Currently,
I know that you are reviewing a Cranberry Marketing Committee
proposal for volume reduction to stabilize market conditions this
year. Since it is obviously important that planning decisions be con-
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cluded soon, can you provide a timetable by which you will have
made a decision on this matter?

Secretary VENEMAN. Well, Senator, I am aware of this issue and
the fact that there are industry proposals. The industry is not ex-
actly united on this issue. We are looking at the issue. We hope to
have a decision very soon. I understand very clearly the need to act
with some urgency on this issue, and the fact that we have to have
a timely decision. We will address this issue within a matter of
days.

Senator KOHL. I thank you so much, and I thank you, Mr. Chair-
man.

Senator COCHRAN. Thank you, Senator Kohl. The committee will
stand in recess. We will go over and vote on the legislation on the
floor, and we will reconvene within a few minutes.

The committee will please come to order. I am pleased to con-
tinue our hearing. I apologize for having to suspend while we went
over and voted on the legislation on the floor of the Senate.

We are pleased to have before the committee today Secretary
Ann Veneman, Secretary of Agriculture. We have had opening
statements from our committee members and a couple of questions
from the Ranking Member. Madam Secretary, we are pleased to re-
ceive your statement at this time, and we will have a few questions
following your statement. Your written statement is being included
in full in the record, so we encourage you to make whatever sum-
mary comments you think would be helpful to us.

SECRETARY VENEMAN’S ORAL REMARKS

Secretary VENEMAN. Thank you, Mr. Chairman, and I was going
to say members of the committee, but I will just say Mr. Chairman
for now. It is an honor for me to appear before you today to discuss
our 2002 budget for the Department of Agriculture, and as was in-
dicated early on, I am lucky to have the two gentlemen with me,
both of whom are long-time employees of the Department. Steve
Dewhurst, our budget officer, and Keith Collins, our chief econo-
mist. I am going to make a relatively brief statement, and then we
will all be available to respond to questions, and I appreciate you
taking my full statement for the record.

I want to begin by thanking this committee for its support of
USDA programs and for the long history of effective cooperation be-
tween the committee and the Department. I enjoyed a productive
relationship with this committee when I was Deputy Secretary in
the early nineties, and I want to preserve and strengthen that rela-
tionship in the future. I look forward to working with you, Mr.
Chairman and all the members of the committee toward that objec-
tive.

As you know, the details of the President’s budget proposals were
released on April 9th. For the activities within the jurisdiction of
this committee, the Department is requesting appropriations for
the year 2002 which total $72 billion, an increase of $883 million
for the Department’s ongoing programs. It is important to note that
in 2001 there was more than gz billion appropriated for emer-
gencies. This budget does not include approximately $3 billion of
that spending appropriated for the Department, because it was
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mostly one-time emergency spending where the missions have been
completed.

By any measure, this is a responsible, yet restrained budget. It
meets the President’s objectives of slowing the growth of Federal
spending, funding urgent national priorities, achieving historic lev-
els of debt reduction, and providing tax relief. Farmers and other
beneficiaries of USDA programs all have a stake in these objec-
tives.

As you know, the Department is responsible for a very diverse
set of programs. It is always difficult to find the appropriate bal-
ance for funding them. Nevertheless, we have tried very hard to
provide adequate funding for the most urgent issues facing Amer-
ican agriculture, and we look forward to working with the com-
mittee as it proceeds through the year 2002 budget process.

However, I do want to emphasize that in order to get growth of
spending under control, it is important that the levels that we are
recommending to you today be supported. This budget was devel-
oped to include sufficient funding to carry out key priorities, includ-
ing:

First making sure we have the funding and legal authorities we
need to strengthen our agricultural quarantine inspection activities
and combat pest and disease infestations;

Provide overseas marketing intelligence and technical expertise
needed to support agricultural trade;

Implement the new Agricultural Risk Protection Act so the farm-
ers will have the benefits of improved crop insurance as soon as
possible;

Provide adequate funding for our food safety activities, particu-
larly the meat and poultry inspection workforce of the Food Safety
Inspection Service;

Support our food assistance programs at levels consistent with
the anticipated need for these programs;

Provide adequate funding for the Department’s rural develop-
ments activities, with particular emphasis on water and sewer fa-
cilities, rural housing, and efforts to improve access of rural areas
to technology, particularly the Internet;

Provide continued support to landowners, farmers, and ranchers
through the Department’s conservation programs, and redirect
USDA research into important new ares.

With your permission, I would like to briefly make some addi-
tional comments on a couple of the areas that I just mentioned. As
you know, there has been much attention this year devoted to
issues such as foot and mouth disease and bovine spongiform
encephalopathy, BSE, particularly given the heightened concerns
about the situation in Europe. Preventing the introduction of these
diseases into the U.S. is the best way of dealing with these threats.

I have said many times that pests and animal disease prevention
and eradication programs are the very infrastructure to protect

roduction agriculture. For 2002, we are requesting an increase of
5174 million in appropriations for APHIS programs which will
allow us to continue emergency programs underway in 2001.

Specifically, we are requesting almost a 40-percent increase over
the 2000 levels for the agricultural quarantine inspection, or AQI
program, in order to increase the level of inspections along U.S.
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borders and ports of entry. In order to provide more inspection re-
sources at borders and ports of entry as soon as possible, I have
authorized use of an additional $32 million of AQI user fees for 2
years, beginning in fiscal year 2001.

Using these two sources of additional funding, we will be able to
increase staffing in the AQI program by over 900 by the end of
2002, more than 35 percent higher than 2000. We have also taken
a number of other actions in response to the outbreak of foot and
mouth disease abroad. We have tightened regulations to prohibit
shipments of livestock products from high-risk countries, strength-
ened Federal, State, and industry coordination, implemented edu-
cation campaigns, and dispatched U.S. experts to provide technical
assistance overseas.

All of these measures have been taken to reduce risk, and we
continue to review and examine all existing programs to ensure
this Department has all the necessary means to (1) prevent the
possible entry of foot and mouth disease, and (2) ensure that if we
ever faced an emergency, that we will have the resources and capa-
bilities to quickly contain and eradicate.

Concerning BSE, we are proposing a research initiative for the
Agricultural Research Service to determine the nature and trans-
mission of the disease, and to develop improved detection and diag-
nostic tools. Early detection of the disease before symptoms appear
is a priority, both to eradicate the disease and prevent hazardous
products from entering the food chain.

Concerning food safety, this budget does not propose any new
user fees for meat, poultry, or egg inspection. However, it does re-
quest additional funding to support a workforce sufficient to meet
industry demand for inspection services so that there is no disrup-
tion in slaughter plant operations due to a lack of inspectors. Our
goal is to make sure the food supply is safe, and to protect it from
the variety of hazards that pose a threat. In that regard, we are
also currently conducting a review of our food safety programs to
ensure regulations and programs are meeting the goals of pro-
tecting consumers.

We believe this budget carries out the President’s commitment to
expand markets for American agricultural products. I have person-
ally spent a lot of my time over the years dealing with trade mat-
ters, and I want to make sure the Department is well-equipped to
do the job in this area. In this regard, I would like to emphasize
the importance of funding our request to bolster the Department’s
capability to address technical trade issues and to strengthen our
market intelligence capabilities at our overseas posts.

In addition, we are proposing funding for our credit, market de-
velopment, and export enhancement programs at or above 2001
levels. We also will be aggressively pursuing international negotia-
tions to reduce trade barriers and open markets for our farmers
and ranchers.

Finally, I would mention a couple of points on the farm assist-
ance side. Farmers have been through some tough economic times
in the past several years, and there is continuing uncertainty about
the future. We are closely monitoring the crop and market condi-
tions and if additional assistance is needed we will work with the
Congress to determine the nature and extent of that assistance.
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There has been an extremely heavy workload in our county office
service centers assisting farmers. We expect the heavy workload to
continue into 2002, although with some moderation. In order to
deal with providing adequate assistance to farmers, we will need
greater funding for the salaries and expenses in the Farm Service
Agency.

As noted in the budget request, we have proposed some addi-
tional funding to properly implement the reformed crop insurance
programs authorized by Congress last year. As well, additional
funding is included to assure that farmers have access to the credit
they may need to carry out their farming operations.

PREPARED STATEMENT

With that, Mr. Chairman, I will conclude my statement. I am
looking forward to working closely with the committee on the year
2002 budget. I know that one of the first things we can do to help
the committee is to make sure you have all the information that
you need to proceed to make decisions about the budget. You have
received our budget justifications and other supporting material. If
there is additional information that you need, please do not hesi-
tate to let us know.

Now, we would be glad to respond to any questions.

[The statement follows:]

PREPARED STATEMENT OF ANN M. VENEMAN

Mr. Chairman, Members of the Committee, it is an honor for me to appear before
you to discuss the fiscal year 2002 budget for the Department of Agriculture. I have
with me today our Chief Economist, Keith Collins, and our Budget Officer, Steve
Dewhurst.

I want to begin by thanking this Committee for its support of USDA programs
and for the long history of effective cooperation between this Committee and the De-
partment in support of American agriculture. The Department had a strong rela-
tionship with this Committee when I was Deputy Secretary in the early 1990’s. I
want to preserve and strengthen that relationship in the future. I look forward to
working with you, Mr. Chairman, and all the Members of the Committee toward
that objective.

As you know, the details of the President’s Budget Proposals were released on
April 9th. For the activities within the jurisdiction of this Committee, the Depart-
ment is requesting appropriations in 2002 which total $72.7 billion. This is a reduc-
tion of $3.3 billion from the levels enacted by the Congress in 2001. However, it is
important to remember that the 2001 figure includes over $4 billion in emergency
appropriations. When this factor is considered, the actual budget for the Depart-
ment’s on-going programs reflects an increase in 2002 of $883 million.

By any measure, this is a restrained budget.

In developing the 2002 budget, the objectives of the President were to slow the
growth of Federal spending, fund urgent national priorities, achieve historic levels
of debt reduction and provide tax relief. Farmers and other beneficiaries of USDA
programs all have a stake in these objectives. Farmers especially will benefit from
the elimination of the estate tax and from the proposed establishment of tax-de-
ferred risk management accounts.

Restraint of Federal spending is important. Federal spending has grown substan-
tially in recent years. Left unchecked, Federal spending would far exceed the Budg-
et Enforcement Act baseline over the next 10 years. USDA has contributed to this
growth of Federal spending. Now, we must contribute to budget restraint.

Restraining the budget is not easy. The Committee is aware that USDA has one
of the most diverse sets of programs in the Government. Developing a budget for
this Department always involves difficult questions of finding the appropriate bal-
ance among all of these programs within a reasonable budget figure.

We have tried very hard to provide adequate funding for the most urgent issues
facing the constituents of the Department. I realize that there are some reductions
proposed in this budget which will cause concern. We are more than happy to dis-
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cuss those matters and to work cooperatively with the Committee as we proceed
through the 2002 budget process. However, I want to emphasize that we share the
President’s commitment to assuring that the total USDA budget does not exceed the
levels recommended to you today.

As we developed this budget, I focused my attention on a number of key concerns.

Specifically, I wanted to be sure that this budget had the necessary resources to:

—Provide the overseas market intelligence and technical expertise we need to
support agricultural trade;

—Implement the new Agricultural Risk Protection Act of 2000 so that farmers
will have the benefits of improved crop insurance as soon as possible;

—Make sure we have the funding and legal authorities we need to strengthen our
agricultural quarantine inspection activities and combat pest and disease infes-
tations;

—Provide adequate funding for our food safety activities, particularly the meat
anél Spoultry inspection workforce of the Food Safety and Inspection Service
(FSIS);

—Support our food assistance programs at levels consistent with the anticipated
need for those programs;

—Provide adequate funding for the Department’s rural development activities,
with particular emphasis on water and sewer facilities; rural housing; and ef-
forts to improve the access of rural areas to technology, particularly the inter-
net;

—Provide continuing support to landowners, farmers, and ranchers through the
Department’s conservation programs; and

—Redirect USDA research into important, new areas.

With your permission, I will now provide an overview of how I believe this budget

responds to each of these important needs.

FARM AND FOREIGN AGRICULTURAL SERVICES

As you know, farmers have been through some tough economic times in the past
several years, and there is continuing uncertainty about the future. Although the
situation has improved for some commodities, there is continued weakness in cer-
tain sectors of the farm economy. The Department will be closely monitoring crop
and market conditions over the coming months. If additional assistance is needed,
we will work with the Congress to determine the nature and extent of that assist-
ance. The President’s overall budget includes a contingency reserve which could be
used for this purpose. In the meantime, there are a number of specific proposals in
this budget which I would commend to the Committee’s attention.

The Administration has established an ambitious trade expansion agenda. USDA
will be a full and active participant in that effort. The reasons for doing so are clear.
With more than 95 percent of the world’s population living outside the United
States, the future prosperity of the American farm sector depends upon reducing
trade barriers and increasing access to new markets in the expanding global econ-
omy.

USDA’s trade expansion efforts will involve a coordinated Department-wide effort.
One of the highest priorities will be international trade negotiations that provide
the opportunity to achieve further reductions in trade-distorting agricultural poli-
cies, ensure fairer competition in global markets, and open new markets for our
farmers and ranchers.

As the Committee is aware, multilateral negotiations to further liberalize agricul-
tural trading practices are already underway under the auspices of the World Trade
Organization. The United States has offered a set of ambitious proposals for the ne-
gotiations that provide for the elimination of export subsidies, improved market ac-
cess through reduced tariffs and increased quotas, reform of state trading enter-
prises, tighter rules on trade-distorting domestic support, and facilitation of trade
in the products of new technologies. The Department will be working closely with
the Office of the U.S. Trade Representative to secure an agreement which incor-
porates those objectives.

Negotiations also are underway to achieve a Free Trade Area of the Americas by
2005. For agriculture, the objectives of the negotiations include eliminating export
subsidies that affect trade in the Hemisphere, identifying other trade-distorting
practices in order to bring them under greater discipline, and ensuring that sanitary
and phytosanitary measures are based on science and conform with Uruguay Round
principles. Latin America and the Caribbean region are expected to be among the
most promising growth markets for U.S. agricultural products in the coming years,
andkwe need to ensure that American agriculture has maximum access to those
markets.
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In addition to negotiating new agreements, the Department will be working hard
to ensure that our trading partners comply fully with existing trade agreements and
do not institute technical barriers to trade that run counter to the spirit of those
agreements. Technical trade issues, such as those related to food safety and bio-
technology, are among the fastest growing and most sensitive issues affecting agri-
cultural trade today. It is critical that regulatory actions taken by our trading part-
ners do not impede U.S. exports and that they comply with Uruguay Round trade
disciplines. It is also important for the United States to participate actively in the
international organizations that set the technical standards that govern agricultural
trade.

The Foreign Agricultural Service (FAS) is the Department’s lead agency in imple-
menting many of our international programs and activities. For 2002, the budget
provides appropriated funding of $126 million for FAS. This is an increase of $6.4
million above the 2001 level. This additional funding is provided to bolster FAS’ ca-
pabilities to address technical trade issues and to strengthen FAS market intel-
ligence capabilities at its overseas posts. The emergence of increasingly complex
trade policy and food security issues in recent years has led to a dramatic increase
in workload at the agency’s overseas offices. Meeting these priority workload de-
mands in addition to regular commodity reporting, marketing, and representation
duties has overwhelmed FAS in a number of key locations. We will be focusing our
efforts on 14 important markets around the world where opportunities to expand
U.S. agricultural exports appear to be the greatest.

Beyond these specific proposals, the budget also includes adequate funding for our
export promotion and market development programs. The sustained effort of these
programs is needed if we are to benefit from the market opportunities which become
available. The Department’s Foreign Market Development (Cooperator) Program,
the Market Access Program, and the Quality Samples Program are estimated at
$120 million in the budget, the same level as 2001. The Department’s Export Guar-
antee Programs are estimated at $3.9 billion, an increase of more than $100 million
above the current estimate for 2001. Finally, funding for the Export Enhancement
Program is estimated at $478 million which is the maximum level authorized by
statute and the same as 2001; and funding for the Dairy Export Incentive Program
is estimated at $42 million, slightly above the current estimate for 2001.

The budget includes a commitment to take a further look at the Department’s for-
eign food assistance programs to be sure they are effective in achieving their objec-
tives. The study has not yet been designed, but I believe it is in everyone’s interest
to make sure that these programs will meet the Nation’s needs for the foreseeable
future. For instance, we want to ensure that these programs significantly benefit
farmers, target necessary humanitarian feeding needs and avoid adverse commer-
cial impacts.

The budget for this Mission Area also includes other important proposals. Full
funding is included for implementation of the reformed crop insurance programs au-
thorized by the Congress last year. The budget includes increases of $250 million
in mandatory spending to finance the additional subsidies involved in this program
and $9 million in discretionary spending to provide the administrative money re-
quireddby the Risk Management Agency to be sure this program is properly imple-
mented.

With respect to the Farm Service Agency (FSA) salaries and expenses activities,
the 2002 budget proposal will support about 5,900 Federal staff years and 11,500
non-Federal county staff years, including about 2,000 temporary county staff years.
The heavy county office workload resulting from the weakened farm economy of the
past few years is expected to continue into 2002, although with some moderation.
The 2002 budget proposes to increase FSA salaries and expenses funding by almost
$120 million, the largest salaries and expense budget increase in USDA. As a result,
FSA temporary staffing will be maintained at about twice the levels of the pre-crisis
period of 1996-1998.

We have also budgeted almost $4 billion in farm credit programs to assure that
farmers have access when necessary to Federally-supported operating, ownership,
and emergency credit. This action alone requires an increase of $68 million in the
discretionary budget.

MARKETING AND REGULATORY PROGRAMS

Critical issues of pest and disease control are the primary responsibility of the
APHIS. For APHIS salaries and expenses, we are requesting a $174 million in-
crease over 2001. Outbreaks of bovine spongiform encephalopathy (BSE) or “mad
cow disease” and foot-and-mouth disease (FMD) in the European Union and other
countries underscore the need to protect our borders from animal and plant threats.
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Preventing the introduction of these devastating pests and diseases is the most cost-
effective approach to deal with such threats. As a result, the APHIS budget provides
increased funding for the Agricultural Quarantine Inspection (AQI) program along
U.S. borders and ports of entry. Funding for the AQI program in 2002 will be almost
40 percent higher than 2000 and authorized staffing will be increased over 900 staff
years—more than 35 percent higher than 2000. Part of this increase results from
the additional $8.4 million requested for the taxpayer supported inspection activities
at the Canadian and Mexican borders. Another part of the increase results from my
recent authorization to expand the user fee supported inspection services by $32
million through 2002. These activities will increase inspection personnel to protect
against animal and plant diseases, such as, foot-and-mouth, at major U.S. ports of
entry.

In the face of threats from FMD and BSE, USDA has increased its vigilance to
prevent such diseases from entering the United States. Live ruminants and their
products were already prohibited from all EU countries due to risks associated with
BSE. With the outbreak of FMD there, USDA has temporarily restricted the impor-
tation of live swine and swine products from the EU as well. This action is in addi-
tion to our standing restrictions on specified imports from other countries that have
FMD. USDA has also intensified scrutiny and inspections at ports of entry, en-
hanced anti-smuggling operations, engaged in a public education campaign to raise
travelers’ awareness, enhanced communication with States and the livestock indus-
try, and furthered our emergency preparedness. Finally, I asked a top California
State veterinarian to come to USDA to assist APHIS in our FMD exclusionary plan-
ning activities.

With respect to pest and disease outbreaks, the 2002 budget requests appropria-
tions to continue funding for several eradication programs that had been started
with funds transferred from Commodity Credit Corporation (CCC). These continuing
activities can no longer be considered “emergencies.” These appropriations will fund
eradication of 9 pest and disease outbreaks, including Mediterranean fruit fly, citrus
canker, Asian Long-horned Beetle, and bovine tuberculosis. For any new emergency
pest and disease outbreak, we are requesting continuation of our legal authority to
use CCC funding.

I would also direct the Committee’s attention to other important proposals in this
area. For instance, the budget for the Grain Inspection, Packers and Stockyards Ad-
ministration (GIPSA) includes $1.2 million to facilitate U.S. grain exports by help-
ing resolve recurring international grain quality issues and by enabling GIPSA cer-
tification laboratories to meet revised international certification standards.

The budget for the Agricultural Marketing Service includes an increase of $4 mil-
lion to develop the agency’s capability to test bio-engineered fruits, vegetables, nuts,
and seeds to support labeling programs aimed at differentiating bio-engineered com-
modities from conventional commodities. Also, the budget includes an increase of $1
million to expand the agency’s involvement in international standard setting activi-
ties to ensure that U.S. interests are represented during the development of agricul-
tural standards that have an impact on export opportunities for U.S. producers.

FOOD SAFETY

Ensuring the safety of the food we eat is vital to American agriculture and con-
sumers. There is no question that USDA must and will carry out its duties to pro-
tect the food supply from the variety of hazards that threaten its safety.

Unlike some recent budgets, this budget does not propose user fees for meat, poul-
try, and egg inspection. Instead, we are requesting appropriations of $716 million,
an increase of $21 million over the 2001 level. The budget includes an increase for
pay and benefits that is necessary to support FSIS workforce, including approxi-
mately 7,600 meat and poultry inspectors. The agency estimates that this level of
inspectors is necessary to meet industry demand for inspection services without dis-
ruption.

The 2002 budget for FSIS also includes an increase to improve the agency’s capa-
bility to detect residues in meat products being exported to the EU. This will comply
with EU requirements and protect these exports.

The 2002 budget also includes an increase to review foreign inspection systems
to assure they meet U.S. requirements. The requested increase will enable FSIS to
strengthen efforts to conduct follow-up investigations of foreign systems found to
have problems meeting U.S. requirements. The increase will also enable FSIS to in-
crease the number of on-site audits of countries requesting initial certification to ex-
port to the United States.
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FOOD, NUTRITION, AND CONSUMER SERVICES

The budget includes $36.6 billion for the Department’s nutrition assistance pro-
grams. This is about 50 percent of the total appropriations we are requesting from
this Committee.

The Food Stamp Program is funded at $21 billion. This includes funds to cover
an anticipated food cost increase of 3 percent and an estimated additional increase
of 800,000 participants. These figures are consistent with the overall economic pro-
jections in the President’s budget. In addition, $1 billion is requested for a contin-
gency reserve. While use of the reserve is not anticipated, it would be available in
the event that unforeseen economic changes would increase demand for the pro-

am.

The Child Nutrition Programs are budgeted under current law at $10.1 billion,
about $550 million more than the 2001 estimate. This estimate is based on in-
creased participation and an adjustment for the Consumer Price Index for Food
Away From Home. The Department will continue to work with the States to im-
prove the nutritional quality of school meals and to help strengthen program integ-
rity.

For the Special Supplemental Program for Women, Infants, and Children (WIC),
the budget requests $4.1 billion, an increase of $94 million over the 2001 appropria-
tions, which will support a monthly average of 7.25 million participants, the same
level expected in 2001. Funds are included to continue efforts to implement elec-
tronic benefit transfer (EBT) for WIC. EBT is expected to improve efficiency not only
at the grocery checkout, but also within WIC clinics where the cards can greatly
simplify identification and clerical tasks. The budget also funds the Farmers’ Mar-
ket Nutrition Program at $20 million, the same as the 2001 level.

NATURAL RESOURCES AND ENVIRONMENT

The 2002 budget request in the conservation area recognizes the importance the
public has placed on natural resource concerns, as well as the need to protect the
conservation partnership that has evolved over the years between the Department
and conservation districts and farmers.

For the Natural Resources Conservation Service, the budget requests $927 million
in appropriated funding. This includes $678 million for conservation technical as-
sistance (CTA) which represents the foundation of the Department’s conservation
partnership. The CTA request includes an increase of $44 million for technical sup-
port of the Conservation Reserve Program (CRP). This is necessary because the
1996 Farm Bill imposed significant restrictions on the availability of CCC funds to
support services such as conservation technical assistance for the CRP. Any funds
not needed for this purpose will be available to support other high priority on-going
conservation activities, such as waste management plans for animal feeding oper-
ations.

RURAL DEVELOPMENT

The 2002 budget will allow USDA to continue to play a significant role in the de-
velopment of Rural America. The 2002 budget requests $2.4 billion in budget au-
thority to finance $12.4 billion in rural development loans and grants.

The 2002 budget supports almost $5 billion in loans and grants for rural utilities,
including $2.6 billion in loans for electric generation and transmission facilities,
$500 million in loans for telecommunication systems, over $300 million for distance
learning and medical link facilities, and $1.4 billion in loans and grants for water
and waste disposal systems.

The 2002 budget also includes a proposal to provide permanent authority for fi-
nancing broadband transmission and local dial-up Internet service in rural areas.
The 2001 Agriculture Appropriations Act authorized a pilot program that would
support $100 million in loans and $2 million in grants for these services. These lev-
els would be maintained in 2002. This program will narrow the gap in access for
rural areas to the digital world of telecommunications.

The 2002 budget supports almost $5.8 billion in loans and grants for rural hous-
ing. About $4.2 billion of this amount is for loans for single-family housing, and will
provide home-ownership opportunities for an estimated 56,000 rural families.

Rental assistance payments would be increased from $679 million in 2001 to $694
million in 2002. These payments are used to reduce the rents of the low-income oc-
cupants of USDA financed rental projects. The beneficiaries of this program have
an average income below $8,000. USDA maintains a portfolio of projects with about
430,000 units of housing for low-income families. This multifamily portfolio has an
outstanding indebtedness of approximately $12 billion. Rental assistance payments
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serve the dual purpose of protecting USDA’s investment in these projects, while
keeping rents affordable for very low income families.

The budget supports a total of $1.1 billion for rural business and cooperative pro-
grams. The biggest program in this area is our guaranteed loan program for busi-
ness and industrial development. Subsidy costs for this program are rising largely
because defaults are higher than expected. For this reason, the 2002 budget pro-
poses that the fee charged for these loans be increased from 2 percent to 3.25 per-
cent. This increased fee is consistent with what other lenders are charging and will
permit us to provide a $1 billion business and industry (B&I) guaranteed program.

The 2002 budget also discontinues funding for direct B&I loans. Direct loans were
first introduced in 1997. Since then, demand has never reached the authorized loan
level of $50 million. Further, the subsidy rate has increased dramatically due to in-
creased defaults. This indicates that the program is not achieving its goal to provide
long-term, stable jobs in rural America.

RESEARCH, EDUCATION, AND ECONOMICS

To maintain and strengthen U.S. farmers’ current competitive advantage in world
markets will require investments in new technology. To meet these needs within a
restrained budget, we must take a hard look at priorities.

The 2002 budget for this Mission Area totals $2.1 billion including mandatory re-
search grants. This is a reduction of 7 percent from 2001, but about the same level
as provided in 2000. There are increases for selected programs and to cover pay
costs. Proposed reductions are limited to earmarked projects and facility construc-
tion.

The 2002 research budget for the Agricultural Research Service is $916 million,
an increase of 2 percent above 2001. The budget includes $15 million for work on
bio-based products and bioenergy to overcome technical barriers to low-cost biomass
conversion, $12 million for additional work to prevent and control exotic diseases
and pests with special emphasis on BSE, $7.5 million to support work on bio-
technology, including the development of databases and tools to store, analyze, and
interpret genomics data for plants, animals, and microbes.

The 2002 budget request for the Department’s extramural grants programs is
nearly $1 billion, a reduction of 12 percent from 2001 due almost entirely to dis-
continuing earmarked projects. Formula-based programs to the land grant univer-
sity system are continued at the 2001 level. The $544 million requested for these
programs represents over one-half of the Cooperative State Research, Education,
and Extension Service budget for 2002. The budget also proposes to maintain fund-
ing for the competitive National Research Initiative at the 2001 level of $106 million
and the Initiative for Future Agriculture and Food Systems at $120 million.

DEPARTMENTAL MANAGEMENT

The Departmental staff offices provide leadership, coordination, and support for
all administrative and policy functions of the Department. These offices are vital to
USDA’s success in providing effective customer service and efficient program deliv-
ery. Salaries and benefits often comprise 90 percent or more of these offices’ budg-
ets, leaving little flexibility to reduce other expenditures when salary costs increase.
Thus, the 2002 budget proposes additional funding to cover pay costs, enabling
these offices to maintain staffing levels needed to provide oversight and coordination
for management initiatives and activities within the Department. The primary ob-
jective is to make the Department an efficient, effective, and discrimination-free or-
ganization that delivers the best return on the taxpayers’ investments. In this area,
we will be focusing on:

—Implementing a civil rights policy that affirms that discrimination will not be

tolerated and that complaints will be resolved on a timely basis.

—Completing installation of the common computing environment in USDA local
offices so that customers will have the ability to access information and
download and file program applications and other forms electronically by the
summer of 2002.

—Strengthening information security to safeguard the delivery of services over
thekInternet while protecting USDA information systems from costly hacker at-
tacks.

—Implementing modern management systems to provide timely and reliable in-
formation on USDA’s finances, people, and purchases.

—Continuing the renovation of the 70-year-old South Building in USDA’s Wash-
ington complex to address safety and health hazards and enable access to mod-
ern technology.
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The budget also includes $71 million to maintain staffing levels for the Office of
Inspector General (OIG). Public health and safety issues will continue to be a pri-
ority for OIG audits and investigations.

That concludes my statement. I am looking forward to working closely with the
Committee on the 2002 budget so that we can better serve those who rely on USDA
programs and services.

FOOT AND MOUTH DISEASE

Senator COCHRAN. Thank you very much, Madam Secretary. I
think you have given a good overview of the budget request of the
administration and emphasized a number of areas of concern in the
general public’s mind, and also here in the Congress. One, of
course, that is at the top of the list, the foot and mouth disease
issue. Recently I was reading in one of our major daily newspapers
a story about the administration’s assessment of the threat in
terms of whether it was likely or not likely that we would see an
outbreak of foot and mouth disease here in the U.S., and the head-
line said, administration fears outbreak is likely. I read the article
and couldn’t find anybody in there quoted as saying that. As a mat-
ter of fact, those who were quoted and who had statements attrib-
uted to them from the Department of Agriculture were saying that
it was not likely. If you had had to write that headline, given the
information that you have, would you have said that it’s likely or
not likely?

Secretary VENEMAN. I would not have said that it is likely. As
I said in my statement, Mr. Chairman, we are doing everything
that we can to assure that we protect against getting the disease,
but at the same time, we are doing everything we can to make sure
that in the event that we were to get any kind of outbreak, that
we would be prepared to quickly respond and eradicate so that we
would not have the situation, hopefully, that we have all seen in
the U.K.

BUDGET REVISION

Senator COCHRAN. I know that the budget contains requests for
research dollars at Plum Island, the New York facility that I think
has the major responsibility for research in this area. Is the budget
submission going to be revised in any way, given the instances of
changes or new discoveries that are being made that would require
more funds for any of the projects and programs that would deal
with this problem?

Secretary VENEMAN. Well, as I indicated in my statement, we
have added $32 million to help us hire additional people to work
at the ports, inspectors and so forth. That money has come from
our user fee account. It will not require an additional appropria-
tion.

In addition, we are continually reviewing our programs and look-
ing at whether or not we need additional resources. If it is deter-
mined, we will come back to the committee to discuss those needs.

Senator COCHRAN. I think I can assure you for the committee
that we would be responsive and quickly move to act on any sup-
plemental request if you feel that that should be included. I know
that we are going to have a supplemental submitted that will in-
clude the Department of Defense, and there may be other priority
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areas for funding consideration. I think we would move quickly to
include whatever is needed and justified.

FOOD SAFETY

In another area, food safety, the inspection of our own domesti-
cally produced processed foods, there has been a good deal of atten-
tion paid in recent years. Senator Durbin in his comments talked
about the fact that more consolidation and streamlining needs to
be done in this area, but in connection with the funding of the new
programs that rely on emerging technologies to discover contamina-
tion in foodstuff that is processed here in our country. Do you think
the budget that is submitted contains enough funding to guarantee
that we will continue to have the safest and most wholesome food
supply in the world?

Secretary VENEMAN. First I would simply start out by saying
that we are very committed to the issue of food safety in the De-
partment of Agriculture, and we take our responsibility in that re-
gard very seriously.

As you know, we have the oversight responsibility for meat and
poultry inspection in the USDA. A number of other food safety au-
thorities are contained in the FDA. We have fully funded the pro-
jected number of inspectors that we believe will be needed over fis-
cal year 2002, and we have done that without proposing any user
fees to do it, so we do believe that the Food Safety and Inspection
Service is important, and will be funded at levels which will sup-
port it.

I might ask Steve Dewhurst to give you a little more specificity
on the budget for FSIS.

Mr. DEWHURST. With respect to food safety, we spend about $90
million a year in the Agricultural Research Service in the food safe-
ty area. We spend about $35 million a year through the Coopera-
tive State Research, Education, and Extension Service with the
university system in food safety, and we are spending an increas-
ing amount now, up to about $6 million a year, in the Agricultural
Marketing Service in testing products for residue and for contami-
nants. The overall food safety activities of the Department are
funded in this budget in ways that do not reduce them from the
prior year. It is a very substantial commitment.

There is an increase in the FSIS budget of about $20 million. A
large part of that is for the protection of the inspection workforce,
but there is some money in the FSIS budget to improve their tech-
nical capability to identify residues in the meat supply. They have
a scientific laboratory that will be upgraded in this budget.

Senator COCHRAN. Almost invariably, when we report a bill from
this subcommittee and from the full committee to the floor of the
Senate, there is a temptation for Senators to want to add money
for all the good-sounding things, and food safety is one of them. We
invariably see amendments well-argued to add money. That was
one reason I wanted to ask the question, to be sure that we have
in the bill sufficient funds to take care of the challenges and prob-
lems in this area. I do not think any Senator wants to undercut
this program, or to underfund this program.
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FOOD ASSISTANCE PROGRAMS

There is a similar concern in food and nutrition programs, too.
We want to be sure that we fully fund the programs to feed those
who are unable to provide for their own nutrition needs. I am talk-
ing about food for everything from the breakfast and lunch pro-
grams in our schools, to the food stamp program and the women
and infants feeding program, all of which are very important. I no-
tice in your statement you point out that $36.6 billion is requested
for funding those programs, and it reflects nearly half of the total
amount requested in this entire bill, so I want to ask that question
about those programs as well.

Are your requests adequate to take care of the anticipated needs
in that program? You do have almost like a mandatory program,
obligations to pay what somebody is entitled to under the food
stamp program, so are you satisfied with the estimates, that this
budget is based upon sound estimates of expected needs?

Secretary VENEMAN. I think they are based upon the estimates
that have been traditionally used to determine food stamp needs,
and we have fully funded what we anticipated the levels will be
needed for food stamps. That is on the mandatory side of the budg-
et. The WIC budget, which is on the discretionary side of the budg-
et, shows an increase of $94 million, for a total of $4.1 billion, and
we believe, that that will be adequate to fund the number of WIC
desired participants for the fiscal year.

DISASTER ASSISTANCE

Senator COCHRAN. Last year, Congress ordered disaster assist-
ance payments and economic loss payments made to distressed
farmers because of drought conditions and other weather-related
problems that production agriculture faced last year. We were late
with some of those programs in that the regulations under which
the funds were disbursed were late being drafted.

This was before you came into office, so it is not your fault, but
the purpose of my inquiry right now is, have we gotten to the point
now where we see the funds that have been appropriated by Con-
gress for this purpose are being paid to farmers? Are there any fur-
ther hangups or problems that we need to address in a supple-
mental way to deal with last year’s declared emergencies?

Secretary VENEMAN. Senator, when we came to the Department
there were a number of these regulations yet to be completed. As
far as I know, I think we had all of those regulations completed
within about 60 days. Most of the programs now that were author-
ized then, the payments are now in the process of being made
under these programs.

Mr. DEWHURST. We made about $3% billion in payments against
those programs and, of course, the key program, the crop loss pay-
ment program, was not capped in the legislation, so we can use
whatever money is necessary to make those payments so we should
be able to cover the needs in that area.

Secretary VENEMAN. Keith Collins has one additional point.

Mr. CoLLINS. There is one program left that we are still working
on, and that is the one that would pay farmers for quality losses
as a result of last year. That is a very difficult one, because we
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have to spend a fair amount of time figuring out what a quality
loss is. That is the last of 15 or so major programs that the Farm
Service Agency has to get out.

Senator COCHRAN. Of the moneys appropriated by Congress to be
paid out, how much did we appropriate that has not been paid out?
Do you know what that number is, and do you recommend a rescis-
sion or a deferment?

Mr. DEWHURST. Senator, direct assistance to farmers, the esti-
mate was $3,542 million. That was an estimate. We have paid
about $3%2 billion so far. We have additional authority to put out
additional money if we get valid claims under the crop loss disaster
program, so essentially we can meet the need, and we have imple-
mented the entire program.

Senator COCHRAN. Thank you.

Senator Craig.

Senator CRAIG. Thank you, Mr. Chairman.

POTATO WART

Secretary Veneman, I understand a letter has gone to the Cana-
dians in relation to potato wart.

Secretary VENEMAN. Yes, Senator. Over the last several weeks
we have been dealing with the Canadians on the issue of potato
wart and the fact that it was found on Prince Edward Island.

There has been a lot of debate back and forth about what kind
of measures would provide the level of protection that is needed to
make sure that this disease does not spread from Prince Edward
Island and the place where it was found to other parts of Canada
and, indeed, into the U.S. Our scientists have been negotiating
with Canada for a number of weeks on this issue.

We had our team of scientists come back together over the last
week or 10 days and look at additional ways in which we might
provide the level of protection we would need for potatoes to move
off of Prince Edward Island to ensure that the risk of moving that
disease was as small as possible. As a result of discussions that
were held yesterday, the scientists have come to terms on an agree-
ment that would allow movement from Prince Edward Island sub-
ject to meeting very stringent standards on cleanliness.

As you know, this disease is carried in the soil. Subject to the
cleaning of the potatoes to stringent standards there would be al-
lowance for these potatoes to move into other areas of Canada. In
addition, potatoes for table use only could be moved into the United
States if they are washed and what is called desprouted. We have
discussed this with a number of scientists. They are satisfied that
it provides the level of protection, and there will be a joint ex-
change of letters between the two countries finally resolving this
issue for the 2000 year crop.

Senator CRAIG. So at least the scientists are jointly agreeing. The
Canadians have not yet accepted, or is that joint agreement, that
action an acceptance?

Secretary VENEMAN. The final documents are in the process of
being drawn up as we speak. They may be completed by now.
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EXPEDITED APPROVAL OF REQUESTS

Senator CRAIG. On March 7, the Idaho delegation submitted to
you a request for the expedited approval of conservation reserve
program, emergency haying, and grazing. The reason for that is
severalfold. As you know, we are in a drought environment in the
intermountain West as we speak, or the Pacific Northwest. That,
coupled with about 1.3 million acres of land in Idaho that burned
last year in the worst fire season ever, of which about 69,000 acres
was private grazing, and of which about 37,000 acres cannot be
grazed in 2001.

It is also true of a substantial number of public acres that can
now not be grazed this year because of last year’s fires. In addition,
227 ,0?10 acres of that land burned about—almost 200,000 cannot be
grazed.

We believe that the emergency flexibility is necessary. we have
got livestock men and women who are now ready to turn their cat-
tle out onto the range, and some of them have no range to return
to. We would hope that we could get your look at that right quickly
and get a response to that request.

Secretary VENEMAN. We will expedite the review of this request.
I know that there have been a number of emergency situations
around the country where our FSA people in the field are review-
ing requests, looking at the damage, and we will be looking at the
emergency programs that might be applicable.

CHINA IMPORTATION OF POTATOES

Senator CRAIG. Last year also, I guess it was August 1, APHIS
announced China was open to the importation of potatoes. I found
it quite interesting that Alaska, a great potato-producing State,
along with Washington and Oregon, were the only three States rec-
ognized. Idaho for some reason did not find its way onto that list.
We would suggest that we do grow a few more potatoes in Idaho
than they do in the Mattanuska Valley of Alaska, and so therefore
it would be appropriate that we might appear on that list. We hope
you would review that.

Secretary VENEMAN. We certainly will, Senator.

Senator CRAIG. Thank you much. My requests are simple ones.

Senator COCHRAN. Senator Durbin.

Senator DURBIN. Thanks, Mr. Chairman.

ENVIRONMENTAL PROTECTION AND CONSERVATION

Madam Secretary, I have noted in the budget in several areas re-
lating to environmental protection and conservation that you are
proposing to eliminate some programs that have been around for
a while—the wetland reserve program, wildlife habitat incentives
program, the environmental quality incentives program, and con-
servation reserve program. Senator Harkin I am sure will follow
through on this.

Senator HARKIN. Do you want my chart?

Senator DURBIN. Thanks, Senator Harkin, for bringing our chart.

I would like to ask, Madam Secretary, at a time when farmers
certainly across the Midwest are facing extreme difficulties in mak-
ing a living, to the point where they are relying on the Federal
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Government for more than half of their income, do we not run the
risk, if we eliminate these environmental protection and conserva-
tion programs, that we will be giving at least a tacit approval to
farmers planting land or using land that frankly is not in the best
long-term interest of America?

These conservation programs I think are especially important
when the economy is in a very difficult time for our farmers. Do
we not run the risk, without these programs, of creating incentives,
the wrong incentives for farmers to plant fragile land?

Secretary VENEMAN. Senator, first of all I would say that we take
our environmental responsibilities in the Department very seri-
ously, and we have a number of programs that assist farmers that
are very beneficial to, as you say, protecting the land, because the
farmers certainly have a vested interest in protecting the resources
upon which they rely to produce their products.

A number of these programs that have been discussed—and I
have been asked this question several times—have reached their
authorized levels for funding under the last farm bill. We do not
have any additional acres to enroll. I will ask Mr. Dewhurst to ad-
dress the specifics of the budget for the programs that you men-
tioned.

Mr. DEWHURST. In the wetlands reserve program, the statutory
limit on acreage is 1,075,000 acres. There was an increase ap-
proved by the Congress for this fiscal year to get to that number,
and that additional acreage of 100,000 acres will be signed up this
year. At that point we will be against the acreage limit, and so
there is no authority in current law to add more acres.

In the wildlife habitat incentives program and the farmland pro-
tection program, there were cumulative funding limits in the farm
bill for those programs, and we are against those limits.

In the conservation reserve program we have approximately 33
million acres in that program. We have a current statutory cap of
36%2 million acres for that program. The budget assumes that we
will have an additional sign-up in fiscal year 2002 to add those
acres to the CRP program, and there is appropriated money re-
quested in the budget for the Natural Resources Conservation
Service to be sure that they can provide the technical assistance
and support of that CRP sign-up, but beyond that, of course, there
is no authority and therefore there is no proposal in the outyears.

Senator DURBIN. I thank you, and I thank you, Madam Sec-
retary. I would have thought that it would have been sound policy
for the administration to come forward and acknowledge the limits
on authority, but also the backlog of applications on all of these
programs that indicate a genuine interest by farmers and pro-
ducers across America to set land aside that might otherwise cause
environmental damage.

Instead what we have seen is kind of a closing of the door. Basi-
cally saying this is the end of the program as we see it. I will not
dwell on that. If you would like to respond, I would be happy to
allow it at this point, and then I would like to ask another ques-
tion.

Secretary VENEMAN. Senator, I would not say it is a closing of
the door. It is certainly a recognition of what the limits are, but
secondly it is a recognition that we are going to be looking at—and
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I say we, meaning the administration and the Congress are going
to be looking at the farm bill for the year 2002. I have had discus-
sions with many groups, with many people in Congress, there is a
great interest in making sure that we address many of the environ-
mental programs, that we look at new ways, new kinds of pro-
grams in the environmental areas, and we certainly look forward
to working with you to look at new opportunities in that regard.
Senator DURBIN. Thank you.

FOOD SAFETY

On the issue of food safety, I want to commend your decision on
April 5. T do not know the background, and perhaps this is your
first chance publicly to explain it. When you came to the testing
of salmonella contamination for ground beef in the school lunch
program, there was a posting on the USDA web site on March 30
to indicate that there would be an end to zero tolerance testing for
salmonella in ground beef used in the school lunch program.

That sent a shock wave across the country, because people were
very concerned that we might be compromising the safety of food
for our children, some of the most vulnerable in our society, and
there was really no explanation for it. I commend you again for an-
nouncing that you reversed the decision. I think at the time some-
one said it was made at a lower level and it never reached your
office. Could you comment about how such an important decision
could be made at that level, and what is your approach going to
be when it comes to these issues of food safety in the school lunch
program and other areas of jurisdiction?

Secretary VENEMAN. Well, as I said earlier, Senator, we take food
safety issues very seriously. This issue is difficult to understand,
because most people believe that it would have been a regulation.
This actually was a contract standard for purchases of product for
school lunch, and the contract standards were drawn up in the Ag-
ricultural Marketing Service rather than in the food safety or the
nutrition areas. It was in the Agricultural Marketing Service, and
they were looking at a different approach to the standard, which
would have measured for a number of the microbiological indica-
tors of salmonella but not the test result for salmonella itself.

I was unaware of that decision at the time it was posted on the
web. When I was made aware of it we pulled it back and went back
to the old contract. We are now reviewing that.

One of the other issues, of course, was that it did not have con-
currence of all the parties who were interested in this issue, and
so we pulled that back and we are now working with all of the in-
terested parties to determine whether or not there is a common
ground with regard to this issue that will provide a complete level
of protection for our schoolchildren. This again was a contract
standard. That is why it was done at the level of this.

Senator DURBIN. I do not want to jump ahead, but are you saying
that the basic policy decision is still in play and still being consid-
ered that the Department may reach the same conclusion, or a
slightly different conclusion? What is your hope in terms of out-
come here?

Secretary VENEMAN. Well, what is being looked at is the overall
contract standard for purchases of ground beef—making sure that
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the contract standard has the greatest amount of protection that
we can ask for in terms of a contract. We are looking at what fast
food restaurants do in terms of what they demand, in terms of
their suppliers, and we are looking as the customer of the product,
and so we want to make sure that our contract standard is con-
sistent with what we need to do, and what will provide the level
of protection that we need for our children.

Senator DURBIN. Can families across this country be confident
that when this is over that the standard we will use for ground
beef and other food in the school lunch program will be at least as
safe, if not safer, as that used by commercial entities across this
country?

Secretary VENEMAN. Yes.

STARLINK

Senator DURBIN. Let me ask you about the biotech area. When
it comes to StarLink, for example, I made an inquiry of the agen-
cies that are involved in StarLink and was surprised to find a real
lack of coordination. The USDA, the Food and Drug Administra-
tion, the EPA, all clear a biotech crop like StarLink, and I think
you understand the contamination of StarLink has caused a great
deal of economic loss and concern across America. I would like to
ask you if you would consider, early in your administrations, look-
ing to a coordination when it comes to this type of biotech product.
I sense that there just is not enough communication, and I am
fearful if we do not understand the implications of this, either from
an economic or scientific perspective.

Secretary VENEMAN. Senator, I think that is a very important
issue, and I agree with you. When I was in the Department in the
late eighties, early nineties, the issue of biotech at that time was
just how we were going to regulate it within the U.S. Government.
At that time, there was very coordinated approach with FDA, EPA,
and the USDA in terms of setting up the regulatory structure
under which agricultural biotechnology would be regulated.

Since I have been back in the administration, of course, the
StarLink issue has continued to be fairly significant. As you know,
we had the issue of trying to get the seed out of the system for this
year, and USDA agreed to purchase the seed that was in the hands
of various distributors, but I will tell you that we also are increas-
ing coordination all the time among these three agencies and
among other agencies as well that have an interest, because so
many of these issues now impact trade and other issues.

We have had, actually this week, a Cabinet-level coordinating
meeting on these biotechnology issues and how we are going to
move forward and work together on them, but I can assure you
that we in the administration are working very closely together,
recognizing that we need a very strong, coordinated system to deal
with these issues.

GLOBAL FEEDING INITIATIVE

Senator DURBIN. Mr. Chairman, I would like to make two last
comments and yield to my colleagues. I have worked with former
Senators McGovern and Dole and my colleagues Senators Harkin
and Leahy and Lugar and others on the feeding program, the inter-
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national feeding program. The last administration by administra-
tive decision moved money into this option that we could send some
foodstuffs abroad, particularly for children, really focused on coun-
tries of greatest need, such as those that have been ravaged by the
AIDS epidemic. We are going to be introducing formal legislation
next week as a group on the Hill here, and I sincerely hope you
will take a good look at this. I hope the administration can support
this bipartisan effort.

WIC FUNDING

The last point that I will make, and then, of course, any closing
comment I will leave to the Secretary. When it comes to WIC fund-
ing I have a concern. The concern is, although there is an increase
in WIC funding in your budget, if we take the unemployment fig-
ures that have been projected by the administration for this year
and look back to the history of the program as to the number of
people who enroll in the program with that level of unemployment,
then the amount of money that you are suggesting we appropriate
this year will be inadequate.

For example, in 1998, when unemployment was at the same level
as the administration is projecting for the year 2002, WIC partici-
pation averaged 7.37 million per month. As I understand it, your
budget projects that only 7.2445 million women, infants, and chil-
dren can be served with the current budget.

I would hope you will keep a close eye on this, because if we do
not make a quick recovery and see higher unemployment, I think
the demands in this program will grow, and we certainly want to
make sure the nutritionallob needs of children and pregnant
women are taken care of.

Secretary VENEMAN. We do—Senator, I do believe WIC is a very
important program. I was surprised during my briefings yesterday
to learn that almost 50 percent of the children born in this country
have some kind of WIC assistance.

GLOBAL FEEDING INITIATIVE

As to the global feeding initiative, we have allocated $300 million
this year as a pilot program for that initiative. I am looking for-
ward to meeting next week, I think, with Senator McGovern to fur-
ther discuss this issue.

Senator DURBIN. Thank you very much. Thanks, Mr. Chairman.

Senator COCHRAN. Senator Dorgan.

Senator DORGAN. Thank you, Mr. Chairman, very much.

TRADE SANCTIONS

Again, Madam Secretary, welcome. Let me ask a number of ques-
tions in some policy areas. Number 1, you devoted a fair amount
of your presentation to the issue of trade, opening foreign markets
and so on. As you know, I have spent a great deal of time and in
fact on this subcommittee offered amendments that became the
subject of substantial controversy dealing with sanctions against
other countries. That includes sanctions with respect to food and
medicine. I am wondering if you have any information about this
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administration’s inclination of lifting especially food and medicine
sanctions dealing with all countries, including Cuba.

Secretary VENEMAN. Senator, as you know, this administration
has supported no new unilateral sanctions. I do not anticipate that
the sanctions with regard to Cuba would be lifted at this point un-
less there was some kind of change in the structure of the Govern-
ment there.

Senator DORGAN. But those of us in Congress will attempt to re-
move the impediment that was created last year in our legislative
initiative. That impediment makes it appear as if there will be an
opportunity to sell some food into the Cuban market, whereas, in
fact, we will not be selling food into the Cuban market. My ques-
tion is, for those of us who are attempting to remove that restric-
tio‘;l, will the administration be supportive, or will it be opposing
us?

Secretary VENEMAN. I have not talked recently with people to
know exactly what the administration position is, but I can cer-
tainly reiterate that the position has been that they do not support
any new unilateral sanctions.

Senator DORGAN. I understand. Would you make some inquiries
and get back to me to let me know what we might expect.

Secretary VENEMAN. Certainly.

Senator DORGAN. I think it is immoral for this country, and I feel
that with respect to any administration, to use food and medicine
as weapons in the use of sanctions. I think it is not the right thing
for this country, and it does not matter what other country we are
talking about, it is not an endorsement of a foreign leader whose
policies we have great problems with, or a foreign leader we may
very well disrespect.

It has to do with sick, hungry, and poor people. When we impose
sanctions that include food and medicine, especially food, we take
aim at a dictator some place, and we end up hitting poor people,
sick people, and hungry people, and we have to stop it. We know
enough now to stop it.

So I am going to attempt once again to remove that roadblock,
and I would hope for your support and the administration’s sup-
port.

AGRICULTURAL RESEARCH

Let me ask a question or two about the issue of agricultural re-
search. One of the top scientists at North Dakota State University
told me on several occasions that we have had in recent years the
fusarium head blight which is called scab. We have had the worst
crop disease in a century in our State. The result is, we have had
to rely on a robust amount of agricultural research at our research
institutions to try to respond to it.

As you know, the President’s budget calls for a cut of close to
$190 million in research related to education programs, which
would result in curtailing or eliminating some of these programs
and projects that are very important in agricultural research. Can
you speak to that for a moment? It seems to me that this is ill-
advised, and can you tell me some of the administration’s thinking
in the preparation of a budget that would cut that amount of
money for research?
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Secretary VENEMAN. The primary cuts in the research budget, as
I understand it, are mandates that were put in the budget, and not
proposed by the administration. I think it has been traditionally
the way that the administration has proposed budgets, is that they
have not put in those mandates, and I think those are the major
cuts.

Senator DORGAN. Might I ask also your judgment about agricul-
tural research? Would you not agree that at a time when we are
trying to battle some pretty significant crop diseases, that we
would want to maintain a robust agricultural research function?

Secretary VENEMAN. Absolutely. I think research is very impor-
tant, and I think it is particularly important in the areas you are
bringing up. Pest and disease prevention and eradication is very
important, as we have talked about, the animal diseases we tend
to deal with since we have been here. Crop diseases and pests are
significant issues for American agriculture.

As I said in my opening statement, pest and disease prevention
and eradication really are the infrastructure of what protects our
a}%rriculture in this country, and we need the research to support
that.

I also think that we need to be targeting our research to address
issues such as food safety, to address issues such as environmental
issues that agriculture is facing, to look at new technologies, new
uses, and alternative uses for agricultural products. So certainly re-
search is important. In terms of biotechnology as well, we were
talking earlier about some of the biotech issues, and so research in
all of those areas are ones where we think our priority should be.

QUALITY LOSS PROGRAM

Senator DORGAN. Let me ask on the quality loss program which
I helped create along with my colleagues on this subcommittee.
This is the one area of help for family farmers that is not yet avail-
able and the payments for that have not yet gone out. Can you give
us a timetable for that? When do you expect the quality loss pro-
gram will be ready to provide some help to family farmers?

Secretary VENEMAN. I am going to have Mr. Collins address
some of the issues on that program.

Mr. CoLLINS. I regret I cannot give you a timetable as I sit here.

Senator DORGAN. Mr. Collins, I cannot hear you.

Mr. CoLLINS. I regret that I cannot give you a timetable as I sit
here at the moment. We continue to work on that. It is difficult,
because we have to establish how we measure quality and what the
benchmark of quality is. That is what the producer would have pro-
duced otherwise, but we are working on that very diligently. We
have a team from all over the country that is working on that.

Senator DORGAN. But you can narrow it down. I mean, is it a
week, a month, a year? I assume it is not a year.

Mr. CoLLINS. It will not be a year.

Senator DORGAN. Are we within days or weeks of having this
completed so that some payments can go out to farmers?

Mr. CoLLINS. I cannot tell you the answer to that. It is certainly
something that is the highest priority we have at the moment. It
is the last of these 15 or so programs that we have been putting
together.
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Senator DORGAN. But somebody must have some notion. Are we
within weeks, or is it going to be months? What is the objective?

Mr. COLLINS. As soon as possible, in the near term.

Senator DORGAN. But you are a trained economist.

Mr. CoLLINS. I am, but I am not, unfortunately, writing this reg.

Senator DORGAN. But somebody is, and I am not trying to be
confrontational, but somebody needs to give me some notion. Is this
going to be within a month or so? What can farmers expect here?
We have got a lot of them that are almost flat on their back, and
they are into spring planting. The lenders do not have the foggiest
notion what is going to happen this year with respect to a farm
price support program.

Mr. CorLLINs. I will tell you there are a number of particular
problems with this that we are still working on, and I hope that
we will finish them very shortly. One, for example, is hay. Hay is
probably going to be the biggest commodity we deal with under this
quality loss program. Hay has not been part of our crop disaster
programs frequently in the past, and so we have got a lot of pio-
neering work to do here. I am not trying to equivocate. I am just
telling you that we are working on this as diligently as we can. We
understand the needs of American producers and we are going to
get this out absolutely as soon as possible.

Senator DORGAN. Secretary Veneman, any comment on that?

Secretary VENEMAN. What I have been told is similar to what
Mr. Collins has said. There have been some difficult issues with re-
gard to this particular program. Because it is a pioneer program,
we have never really dealt with this kind of calculation before, and
it is not an easy thing to do. I would be happy to have our staff
come and brief your staff on some of the issues we are encoun-
tering, if you would like that.

Senator DORGAN. Let me just say to you, I understand this is not
a program without difficulty. I am just trying to get a sense on be-
half of our producers out there what your goal might be in trying
to sift through all of these difficulties.

Secretary VENEMAN. Our goal would have been to have it out
within the 60 days that we got most of the other regs out, but be-
cause we cannot—our folks have not been able to work out the cal-
culation on this. It has not been an easy one, and I frankly have
not been given any timetable.

Mr. CoLLINS. I would also mention, there is software develop-
ment problems. I understand what you would like, Mr. Dorgan. We
would like to be able to tell you. The problem is, if I tell you next
week and we do not meet next week, then it creates a lot of dif-
ficulties.

Senator DORGAN. I understand why you are hedging, and you un-
derstand why I am asking, so we have reached a perfect balance
here.

We actually have both studied economics, have we not?

Mr. CoLLINS. Well then, we are very clear with one another.

Senator DORGAN. If T might, Mr. Chairman, do I have another
moment to ask another question?

Senator COCHRAN. No more economic questions.

You go ahead.
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Senator DORGAN. Let me quote Mr. Collins in testimony he pro-
vided recently. He said, a strong rebound—is it okay to quote an
economist?

FARM PROGRAMS EMERGENCY FUNDING

Senator DORGAN. He said, a strong rebound in farm prices and
income from the marketplace for major crops appears unlikely, at
least over the next couple of years, in the absence of major global
shortfall in crop production, and then he went on.

Given that testimony, I would ask Secretary Veneman, would it
not be preferable to acknowledge now that we may have to provide
some emergency funding in the farm program, rather than take the
position well, let us just wait and see?

The problem is, all the farmers in this country, the family farm-
ers who are relying on a farm program to help them through tough
times and through collapsed prices are now going into spring plant-
ing after they have been to the bank. Neither they nor their banker
have the foggiest idea what kind of assistance might be available
this year outside of the Freedom to Farm bill, which in itself, as
you know, is going to call for decreasing payments.

So would it not be better, given Mr. Collins’ testimony that it is
unlikely that we are going to see strength in the marketplace,
would it not be better just to say to the farmers, look, the Secretary
and the administration understand we are going to have to do
something to provide some countercyclical help this year in the
form of emergency help?

Secretary VENEMAN. Senator, this is an issue or a question we
have certainly gotten many times and, as you know, when the
President addressed the Congress, he set aside nearly $1 trillion
for emergencies, a savings account for the Government to deal with
emergencies, and one of the emergencies he articulated that might
be eligible for that savings account, that special, almost trillion-dol-
lar fund, was agriculture.

As you know, the Congress has not really dealt with these emer-
gency situations until August or September after they see what the
crop looks like, after they see what the emergency really is, what
the disasters are, and then the Congress has dealt with that.

The administration, because of the uncertainties of what the sit-
uation may be, what the emergency may be, has not at this point
in time proposed any additional funding, but again, that nearly
trillion-dollar reserve is available, and agriculture is one of the
issues that will be considered as a part of that.

Senator DORGAN. That is an understandable position. I under-
stand the rationale for making that judgment and saying what you
said. But then, is it not also understandable for you to say, al-
though we will not make that decision today, we want to send a
signal to farmers across this country that if we have a tough crop,
if we have collapsed prices through this fall, this administration
stands prepared to work with Congress to develop an emergency
fund and an emergency program?

The reason I ask that is, you have indicated in your speech re-
cently there is no assurance of Federal help in the future, and that
creates the uncertainty out there that people are concerned about.
I am just wondering if there is a contingency fund, in fact- and
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there is some dispute about whether that is not medicare trust
funds, but if there is, in fact, a contingency fund, would you say
to farmers today that if things remain as they are, prices are con-
tinued low, and we have the problems that we expect and Mr. Col-
lins predicts, that the administration stands ready to work with
the Congress on emergency help for farmers this year?

Secretary VENEMAN. Yes, and I think I said that I believe that
there is certainly a good likelihood that we will see additional
emergency assistance this year, and we certainly would stand
ready to work with the Congress in that regard once we determine
what the needs and the emergencies are.

Senator DORGAN. And be supportive of that?

Secretary VENEMAN. Yes.

Senator DORGAN. As I indicated when I made my opening state-
ment, you have assumed a challenging job in challenging times.
You and I could spend a lot of time, but I will not continue further,
except to make one additional comment. There are a number of
things where we would have disagreements.

RURAL TELEPHONE BANK

For example, the rural telephone bank, zeroing out that program
I think is a mistake. Those of us who come from rural America and
understand the need to avoid having a digital divide, and the need
to especially have rural telephone companies play a significant role
in the development of advanced telecommunications services all
across the country know that we are going to need to rely on the
rural telephone bank program. We are going to have to try to add
back—I mean, I do not want to zero that out, so there are areas
of disagreement.

I think we can have a discussion about them as we go along, and
I would say, as I said when I started, my main concern here is fam-
ily farms. Those families are living out there trying to make a go
of it. This country will lose something very important if we do not
get a program to help family farmers through tough times. The
current farm program does not work. We have demonstrated that
year after year, unfortunately, with emergency needs.

But, I hope to work with the chairman who, in the time that I
have been on this subcommittee, has done an excellent job. He has
worked with us as we go into conference to help provide some
emergency help and has recognized what is going on in this coun-
try. We hope to be able to work with you to do that, Mr. Chairman.

Thank you very much.

Senator COCHRAN. Thank you, Senator Dorgan. I appreciate your
kind comments, and I look forward to working with you and all the
other members of this subcommittee to craft a bill that we can
present to the full committee that will reflect the legitimate needs
of production agriculture, and also reflects our concern for carrying
out the responsibilities of law in a lot of other areas. We have men-
tioned a good many of them today.

Madam Secretary, my impression is that you are off to an excel-
lent start as Secretary of Agriculture, and I commend you for the
good job you are doing and the way you are going about trying to
identify problems and find the right solutions and be a real leader
in the Department of Agriculture.
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I want to also let you know that you made the newspaper back
in Jackson, Mississippi, today. This is your photograph, and it is
a story that was released by the Delta Council up in Cleveland,
Mississippi, saying that you would be the speaker at the group’s
annual meeting on May 24. That is really good judgment.

Secretary VENEMAN. As I recall, Senator, you made that request
at my confirmation hearing.

Senator COCHRAN. It is very unique how this works out.

I hope you enjoy your trip to Mississippi and all goes well. I am
sure it will.

Secretary VENEMAN. And I am taking my assistant, Hunt Ship-
man, with me.

Senator COCHRAN. Then you will not need a map of the local
roadways if you have him along.

ADDITIONAL COMMITTEE QUESTIONS

There may be additional questions that will be submitted to the
Secretary from members of the subcommittee, and we hope you will
be able to respond to them in a reasonable time. Thanks again for
participating and cooperating with our committee.

[The following questions were not asked at the hearing, but were
submitted to the Department for response subsequent to the hear-
ing:]

QUESTIONS SUBMITTED BY SENATOR THAD COCHRAN
ANIMAL PLANT HEALTH AND INSPECTION SERVICE (APHIS)

Question. What is the projected need for predator control funding for fiscal year
2002 for wolf activities in Wyoming, Idaho, and Montana? What is the projected
need in Minnesota, Michigan, and Wisconsin?

Answer. The U.S. Fish and Wildlife Services—(FWS) gray wolf reintroduction in
Wyoming (Yellowstone National Park) and Idaho has been so successful that wolf
populations have expanded beyond original introduction site boundaries. From an
original reintroduction of 66 wolves in 1995 and 1996, the FWS now estimates there
are between 360-405 wolves in these two States. In addition, naturally occurring
wolf populations in Montana have grown from an estimated 25-50 wolves in the
early 1990s, to approximately 80 to 100 wolves today according to the FWS. In total,
FWS estimates there are approximately 440-505 wolves in the Northern Rocky
Mountain area and that the total number of wolves will triple in the next several
years. APHIS received $1,000,000 in fiscal year 2001 for predator/wolf control in
Idaho, Montana, and Wyoming which we allocated equally among the three States.
We are evaluating the impact of these expanding wolf populations and our ability
to provide adequate service with the increased funding.

The Minnesota wolf population has steadily increased from approximately 1,200
wolves in 1979, found only in the remote northeastern parts of the State, to approxi-
mately 2,600 wolves now. This population increase has caused a significant south-
ern expansion with a contiguous range now covering approximately 40 percent of
the State. Wisconsin began to monitor the wolf populations in 1979, with an initial
report of 25 animals. In the late 1980s, this population began to steadily increase
and there are approximately 250 wolves now. In 1995, wolf discoveries occurred in
areas south of the northern Wisconsin region. As wolves began to occupy northern
Wisconsin, individual wolf observations occurred in the Upper Peninsula of Michi-
gan. The FWS now estimates that approximately 200 wolves inhabit the Upper Pe-
ninsula. With such a large and ever expanding natural population of gray wolves,
we have been addressing wolf impacts in Minnesota since the mid 1970s. The popu-
lation growth and expanding range have resulted in wolves moving into Wisconsin
and Michigan.

Question. What is the amount of funding in the baseline and the President’s fiscal
year 2002 budget request for the protection of sunflowers and rice from blackbirds?

Answer. The President’s fiscal year 2002 budget request contains the following
funding levels to protect sunflowers and rice from blackbirds (which are amounts
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that the Congress appropriated in the form of directives in previous years): in fiscal
year 1989, APHIS received $368,000 for blackbird control in North Dakota and
South Dakota; in fiscal year 1994, APHIS received $50,000 for blackbird control in
Arkansas, $50,000 for blackbird control in Illinois, and $120,000 for controlling
blackbird damage to rice in Louisiana. APHIS commits these funds to Congression-
ally directed activities, such as the cattail management program in the Dakotas and
to protect sprouting rice in Louisiana.

Question. APHIS has asked for comments on its notice in the Federal Register for
protection of sunflowers from Red-Winged Blackbirds in North Dakota, South Da-
kota, and Minnesota. Should APHIS determine that lethal and non-lethal tech-
niques will be used to control blackbirds, will the funding requested in the fiscal
year 2002 budget suffice?

Answer. APHIS is evaluating the need to manage blackbird damage for the pro-
tection of sunflower crops. As part of that evaluation, APHIS personnel are con-
ducting an environmental analysis of proposed actions which may include lethal
control methods, non-lethal control methods, or a combination of both. Because of
the range of issues that the public has raised through the public participation proc-
ess, APHIS has decided to develop an environmental impact statement (EIS) to
thoroughly analyze the issues and any proposed alternatives for managing the
blackbird damage.

Question. As the budget for inspection has increased for animal welfare, has the
agency seen an increased need for funding for enforcement and prosecution? If yes,
at what amount does the fiscal year 2002 President’s request fund enforcement and
prosecution?

Answer. The increases in funding for Animal Care over the past couple of years
and the resulting increase in the number of Animal Care Inspectors in the field will
correlate with a need for more enforcement and prosecution. Fiscal year 2002, the
President’s request would fund enforcement and prosecution at $6,601,000, an in-
crease of $352,000 over fiscal year 2001.

Question. Please provide information on the pilot project which was funded as a
result of the provision in the fiscal year 2001 agriculture appropriations act which
required a pilot project on development of non-lethal wildlife predation control
methods in four states associated with livestock operations.

Answer. The Minnesota wolf population has steadily increased from approxi-
mately 1,200 wolves in 1979, found only in the remote northeastern parts of the
State, to approximately 2,600 wolves now. This population increase has caused a
significant southern expansion with a contiguous range now covering approximately
40 percent of the State. Wisconsin began to monitor for wolf populations in 1979,
with an initial report of 25 animals. In the late 1980s, this population began to
steadily increase and there are approximately 250 wolves now. In 1995, wolf discov-
eries occurred in areas south of the northern Wisconsin region. As wolves began to
occupy northern Wisconsin, individual wolf observations occurred in the Upper Pe-
ninsula of Michigan. The U.S. Fish and Wildlife Service (FWS) now estimates that
approximately 200 wolves inhabit the Upper Peninsula. With this expanding nat-
ural population of gray wolves, we have been addressing wolf impacts in Minnesota
since the mid 1970s. The population growth and expanding range have resulted in
wolves moving into Wisconsin and Michigan. As the wolf population increases, so
does the number of depredation incidents against livestock. We project our re-
sponses to wolf complaints in Minnesota, Wisconsin, and Michigan will reach 289
during fiscal year 2001, a 26 percent increase since fiscal year 1999.

The FWS gray wolf reintroduction in Wyoming (Yellowstone National Park) and
Idaho has been so successful that wolf populations have expanded beyond original
introduction site boundaries. From an original reintroduction of 66 wolves in 1995
and 1996, the FWS now estimates there are between 360-405 wolves in these two
States. In addition, naturally occurring wolf populations in Montana have grown
from an estimated 25-50 wolves in the early 1990s, to approximately 80 to 100
wolves today according to the FWS. In total, FWS estimates there are 440-505
wolves in the Northern Rocky Mountain area and that the total number of wolves
will triple in the next several years. APHIS—responsibility has increased signifi-
cantly as a result of the wolf recovery efforts in Wyoming, Idaho, and Montana. We
project our responses to wolf complaints in these States will reach 244 during fiscal
year 2001, a 116 percent increase since fiscal year 1999. APHIS received $1,000,000
in fiscal year 2001 for predator/wolf control in Idaho, Montana, and Wyoming which
was allocated equally among the three States. We are evaluating the impact of these
expanding wolf populations and our ability to provide adequate service with the in-
creased funding.
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Question. Please update the subcommittee on the status of the construction of the
bison quarantine facility and the Environmental Impact Statement (EIS) that will
be implemented by the National Park Service.

Answer. During calendar year 2000, APHIS, along with several other Federal
Agencies, were involved in negotiations with the State of Montana to finalize a long
term management plan for bison. The Record of Decision (RoD) on the EIS for bison
management was released in December 2000. Since completion of the ROD, program
officials have begun implementing the long term bison management plan. Among
other items, the bison management plan includes increasing monitoring and surveil-
lance of cattle in the area. Although the plan does not address the immediate need
for a bison quarantine facility, it does allow for the consideration of this facility, if
needed, at a later date. In the interim, program officials are using an APHIS funded
and Montana operated capture facility in Horse Butte for the capture and sampling
of bison.

While the plan is not intended to be a brucellosis eradication plan, it is intended
to be a plan for the management of bison in the Greater Yellowstone Area (GYA)
to prevent transmission of brucellosis from bison to cattle. Our next step will be
working with the other Agencies to develop a plan for eliminating brucellosis from
the bison and elk populations of the GYA.

Question. Please provide the amount requested (by line item) in the fiscal year
2002 President’s budget for Foot and Mouth Disease.

Answer. APHIS has requested $3,839,000 under the Foreign Animal Disease/Foot-
and-Mouth Disease line item for fiscal year 2002. This request is for ongoing cooper-
ative programs in Colombia, Mexico, and Panama.

Question. Please provide an update on the Texas and Michigan problems with bo-
vine tuberculosis. What does the fiscal year 2002 President’s budget request contain
to address bovine tuberculosis (by line item)?

Answer. Of the 10 dairy herds currently located in the El Paso milkshed area,
2 are infected with tuberculosis. Most of these 10 herds have had recurring infec-
tions over the years. Only one herd has remained infection free. Recent studies have
demonstrated a high probability that the recurrent infections in El Paso are linked
to the high prevalence of tuberculosis in the dairies located near Juarez, Mexico. To
address this problem, along with several others such as infection in wildlife, the Sec-
retary of Agriculture declared an emergency in October 2000 and transferred $54
million from the Commodity Credit Corporation (CCC). Congress appropriated an
additional $6 million towards this effort in the fiscal year 2001 Miscellaneous Ap-
propriations Act. These funds will allow the Agency to implement a comprehensive
bovine tuberculosis eradication plan which will include eliminating infected and
high risk dairy herds in the El Paso milkshed area. By eliminating these herds,
APHIS will create a buffer zone in the El Paso area to protect the U.S. cattle popu-
lation. APHIS expects to begin eliminating these herds in August 2001. These funds
have also allowed APHIS to address bovine tuberculosis in Michigan’s wildlife popu-
lation including enhanced surveillance in wildlife and domestic livestock, and de-
population. To date, close to 444,000 bison, cattle, and goats in Michigan have been
tested for bovine tuberculosis. Twenty-seven of these animals (from 13 herds) were
found to be disease positive. Of the 13 herds, 11 were depopulated and 2 are on the
“test and remove plan”. In the fiscal year 2002 President’s Budget request, APHIS
requests $18.6 million to continue this effort.

Question. Has the new Administration revisited the Clinton Administration’s rec-
ommended guidelines for the use of lost income compensation to control and eradi-
cate emergency outbreaks of pests and diseases? Has the new administration solic-
ited input from the authorizing committees, state government officials, and experts
in academia and the private sector as recommended by the Chairman of the House
Agricultural Appropriations?

Answer. We are reviewing the issue now and intend to work with the Office of
Management and Budget to determine an appropriate position. Once we finish that
review, we will share the position with the appropriate Members and Committees
of the Congress.

Question. What amount does the President’s fiscal year 2002 budget request con-
tain for the National Poultry Improvement Plan (NPIP) for the National Veterinary
Services Laboratories?

Answer. The President’s fiscal year 2002 budget request contains $744,000 for the
National Poultry Improvement Plan (NPIP), of which $497,000 is for diagnostic sup-
port at the National Veterinary Services Laboratory.
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FOOD SAFETY AND INSPECTION SERVICE (FSIS)

Question. What level of funding will be spent on ratite and squab inspection in
fiscal year 2001 and how much is budgeted for these activities for fiscal year 2002?

Answer. FSIS received $2.5 million in its fiscal year 2001 appropriation to conduct
mandatory ratite and squab inspection. The Agency implemented regulations gov-
erning this activity on April 26, 2001; mandatory inspection of both species com-
menced on that date. Costs associated with the development of the mandatory in-
spection regulation, and with inspection implementation itself, are estimated to be
$2.5 million in 2001 and 2002.

Question. Does the fiscal year 2002 budget request earmark FSIS dollars for the
in-distribution program? How much?

Answer. The 2002 budget does not earmark dollars for an in-distribution program.

Question. What is the new Administration’s philosophy regarding testing for E.coli
0157.H7 at the retail level? Does the Bush Administration plan to continue to test
at the retail level or will it increase testing more in the distribution chain? Would
more testing during the distribution help to discover the contaminated product soon-
er?

Answer. The Food Safety and Inspection Service plans to reassess its E. coli
0157:H7 testing program. While this review is ongoing, the administration does not
plan to make any changes in the current testing program and will wait for the re-
sults to determine how best to proceed on a scientifically sound basis.

Question. Does the new administration at the agency plan to work with the meat
industry and retailers to minimize the risk of E.coli 0157.H7? If yes, how will the
agency proceed?

Answer. Yes, we plan to work with all stakeholders to minimize the risk of E. coli
0157:H7 and all pathogens found in meat and poultry. Industry has made several
suggestions on changes that could be made to the Pathogen Reduction/HACCP rule
as well changes to microbiological testing. Some of their suggestions will be dis-
cussed at the upcoming National Advisory Committee for Meat and Poultry Inspec-
tion in early June.

NATURAL RESOURCES CONSERVATION SERVICE (NRCS)

Question. Why is there an undistributed amount of funding, $2,776,188, for the
Forestry Incentives Program for 2001?

Answer. The $2,776,188 represents the carryover amount from the fiscal year
2000 Forestry Incentives Program activities. All monies have since been released to
the states and no reserve is retained at the national level.

FARM SERVICE AGENCY (FSA)

Question. The President’s fiscal year 2002 budget request proposes $3 million for
the state mediation program. The budget justification notes mention that 2 more
states will be approved for participation in 2001. Which states are going to be ap-
proved? How much funding is needed to approve all of the pending applications?

Answer. Six states have either submitted or indicated that they would be submit-
ting an application for certification. They are California, Colorado, Maine, New
York, Mississippi and Tennessee. California was recently approved to participate in
this program and decisions on approving the additional applications will be made
soon.

The pending applications can be approved without additional funding. If they are
approved, funding for fiscal year 2002 could be prorated.

AGRICULTURAL MARKETING SERVICE (AMS)

Question. Please update the committee on the implementation of the Micro-
biological Data Program (MDP). Are microbiologists involved in sampling, testing?

Answer. The Agricultural Marketing Service (AMS) has been involved in a num-
ber of activities in preparation for implementing the Microbiological Data Program
(MDP). I have asked AMS to provide a status of their activities for the record.

[The information follows:]

AMS has established the infrastructure to implement MDP. AMS completed coop-
erative agreements with the ten participating States. These agreements delineate
the responsibilities of AMS and the participating States regarding sampling, testing,
reporting requirements, and quality assurance. The agreements, totaling $4 million
are with the agriculture departments of California, Colorado, Florida, Maryland,
Michigan, New York, Ohio, Texas, Washington, Wisconsin, and the California De-
partment of Pesticide Regulation (for sampling). All states will be testing samples
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except for Maryland (samples shipped to Ohio) and Texas (samples shipped to AMS
Eastern Laboratory).

The work plan for fiscal year 2001 was completed in cooperation with the Food
and Drug Administration (FDA)/Center for Food Safety and Applied Nutrition
(CFSAN) and the Centers for Disease Control (CDC). The plan requires the quan-
titative determination of Escherichia coli, as an indicator organism and the identi-
fication of Salmonella spp. The sampling design is based on the statistically reliable
parameters employed by AMS’ Pesticide Data Program (PDP). The number of source
samples to be collected is based on State populations, ranging from 14 source sam-
ples in California to 2 in Wisconsin and Colorado, for a maximum of 62 source sam-
ples per month per commodity. Each source sample consists of 3 sub-samples. Sam-
ples are all collected within a state on the same day to create a testing set that
meets the appropriate quality control requirements. The probability of selecting a
site for sampling in a State is based on the volume of product at the site and was
developed using the expertise of the National Agricultural Statistics Service. This
sampling method will enable data users to make national inferences based on the
data. All samples are collected aseptically, based on random selection at terminal
markets and major distribution centers.

The system for sample collection and testing practices was placed in effect April
16 with collections of leaf and romaine lettuce as separate commodities. Domestic
and imported tomatoes were added on May 1 and celery is scheduled for August
2001. The commodities were chosen for inclusion into MDP based on national con-
sumption data in consultation with FDA and CDC. Standard Operating Procedures
(SOP protocols) were developed for sampling, testing, and data reporting and are
being tested during the first several weeks of sample collection. A final system
should be in place by June. A proficiency testing system is also under development,
slated for implementation later this fiscal year. A data system to handle electronic
information transfer similar to the system in effect for PDP is under development,
with segments to be developed by contract. An interim system for data transfer is
in effect until a combined comprehensive PDP-MDP system is completed with state-
of-the-art software design.

AMS established agreements with the Agricultural Research Service and Pennsyl-
vania State University for serotyping of isolates and antibiotic resistance profiling
as part of the baseline and research objectives of the Program.

AMS has four microbiologists assigned to handle SOP development and technical
aspects of the program. In addition, the eight states engaged in daily testing activi-
ties have trained microbiologists and have developed expertise in microbial and
pathogen determinations. AMS is also using the PDP sampling infrastructure and
data transfer expertise in order to have consistent operation of both programs with
the respective participating states.

Question. As part of the MDP, the Subcommittee understands that the data from
this program will be made available to state public health agencies for food safety
decision-making purposes. However, any premature or incorrect announcement by
a public health official regarding microbiological information can prove to be a major
setback to public health and economically harmful to the impacted industries. Has
this issue been considered and what safeguards are in place in respect to this issue?

Answer. The Agricultural Marketing Service (AMS) has held discussions with the
Food and Drug Administration (FDA) and participating States. The States will ad-
here to their current internal guidelines concerning actions regarding the confirmed
determination of a pathogen. From the present testing requirements, this implies
the determination of Salmonella. The FDA has requested data at three-month inter-
vals for information purposes. These safeguards should avoid premature actions re-
garding pathogen determinations.

Question. Industry has applied to AMS for a petition to create a certification label-
ing program for “USA BEEF”. When will this petition be accepted so that consumers
will be able to purchase beef labeled “USA BEEF?”

Answer. At about the same time that industry groups petitioned the Department
to create a process-verified program, “Beef: Made in the USA”, a conference com-
mittee report was issued accompanying the Agricultural Appropriations Act of 2000.
The conference committee report directs the Department to determine the best
terms to use on labels to inform consumers that the beef products are U.S. products.
The report stated that the lack of clarity regarding the definition of the terms “U.S.
cattle” and “U.S. fresh beef products”, hinders the ability of U.S. producers, who
raise and handle cattle from birth to slaughter, to promote their products. At this
time, an advanced notice of a proposed rulemaking is under consideration by the
Department for addressing these issues. In light of these developments, the Depart-
ment informed the industry coalition that sent the petition that the petition will not
be addressed until the issues raised by Congress are addressed.
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FOOD STAMP PROGRAM

Question. A USDA report dated January 2001, regarding the Food Stamp Pro-
gram’s Electronic Benefits Transfer (EBT) system, indicates that forty-one states,
the District of Columbia, and Puerto Rico have operational food stamp EBT systems,
and that thirty-nine of those systems are operating statewide. What is the current
status of the nine states which had not completed the implementation of an EBT
system as of the date of this report?

Answer. EBT is a high priority for the Department. EBT is expected to improve
the efficiency of the program and help identify and control fraud. Thirteen State
agencies (11 States, 2 Territories) did not have contracts for Statewide EBT imple-
mentation as of the last status report. Theses were California, Delaware, Guam, In-
diana, Iowa, Maine, Mississippi, Montana, Nebraska, Nevada, Virginia, the Virgin
Islands, and West Virginia. Although without Statewide EBT contracts, California
and Iowa have EBT operations in limited areas.

Currently, Indiana, Nevada, and Virginia have approved contracts with Citicorp.
Indiana began its pilot May 1, 2001. Nevada and Virginia are scheduled to begin
pilot operations in October 2001. The remaining States/Territories—California,
Guam, Iowa, Maine, Mississippi, Montana, Nebraska, the Virgin Islands, and West
Virginia—are in some stage of planning or procurement for Statewide systems.
However, there is a wide range of activity among these States and some are not
likely to meet the October 2002 deadline unless they work aggressively to secure
a contract for EBT implementation.

Delaware selected E-Funds as its EBT contractor but broke off negotiations when
prices were significantly above the Federal cost cap. Delaware subsequently has
asked for a waiver from the EBT mandate, citing excessive costs associated with
EBT as the reason.

Question. Will all states have an operating EBT system by October 2002, as man-
dated by Welfare Reform?

Answer. EBT implementation is a high priority for the Department. The Food and
Nutrition Service (FNS) continues to work towards the goal of Nationwide EBT by
the October 2002 mandate and in particular, we are working with States that have
obstacles to EBT implementation. However, State agencies without a contractual
f\greement in place very soon will have difficulties meeting the October 2002 dead-
ine.

Delaware selected E-Funds as its EBT contractor but broke off negotiations when
prices were significantly above the Federal cost cap. Delaware subsequently has
asked for a waiver from the EBT mandate, citing excessive costs associated with
EBT as the reason.

Other State problems include the lack of staff resources, budget constraints, insuf-
ficient infrastructure, the lack of technical expertise, competing priorities, and the
sheer lack of time to complete implementation by October 2002.

Question. One projected benefit of the EBT system is the decreased possibility of
fraud within the Food Stamp Program. An Associated Press article dated April 10,
2001, revealed that a New York food stamp recipient discovered an additional
$221,382 in her food stamp benefits account after making a purchase with her EBT
card. What has been done recently to fight error and fraud within the entire Food
Stamp Program, and specifically the EBT system?

Answer. The instance you cite of the overpaid recipient was, upon investigation,
found to be an error in the retailer’s point-of-sale device which caused an incorrect
balance to print on the receipt. The incorrect amount was shown as a cash benefit
to the recipient, not a food stamp benefit. Since then, steps have been taken to cor-
rect the error, however, at no time did the recipient actually have this amount in
her account.

Overall, EBT has contributed to reducing fraud by creating an audit trail which
helps pinpoint illegal transactions. It also allows recipients as well as retailers to
be identified and sanctioned for trafficking violations using the transaction data.
EBT States continue to expand their use of the data and to refine the techniques
associated with analysis of transaction data.

In addition to these advantages of EBT, we continue to assist States in reducing
the causes of overpayment and underpayment error, including identifying “best
practices” by low error States. We are also expanding our use of the existing data-
bases to identify and remove prisoners, deceased persons, and cases of duplicate
participation from the rolls, and to follow up with sanctions and recoupment of over-
payments, as necessary. Another tool in the collection of overpayments is the Treas-
ury Offset Program (TOP), which is responsible for a growing percentage of total
collections by intercepting tax refunds an other payments otherwise due the over-
paid individual
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Question. On December 27, 2000, the Food and Nutrition Service placed in the
Federal Register a notice of availability of research grants to improve Food Stamp
Program Access through Partnerships and New Technology. These competitively
awarded grants would be 100 percent funded by the Federal Government with no
matching requirement. How many of these grants have been awarded?

Answer. Fourteen grants have been awarded, totaling $3.6 million.

Ques?tion. What have been the findings of the research projects funded by these
grants?

Answer. As the program has only recently been initiated, it is too soon to report
findings. However, grant recipients are required to submit periodic progress reports,
and at the end of the two year grant period, final reports will be submitted assess-
ing the impact of the grant projects.

Ques?tion. Does the Department support continued funding for these research
grants?

Answer. The Department’s 2002 request includes the base funding from which
these grants were funded in 2001. A decision on how best to utilize these funds will
be determined following the enactment of our appropriations for 2002, and will take
into consideration the success of these activities to date, and other potential activi-
ties.

CHILD NUTRITION PROGRAMS

Question. The President’s Budget suggests an increase of $2,000,000 to enhance
integrity in the National School Lunch Program (NSLP). How would this funding
be used to enhance the integrity of the NSLP?

Answer. The $2,000,000 requested would be used to improve the integrity of the
NSLP by exploring potential improvements to the process used by schools and
school districts to certify students for free and reduced price meals. FNS is seeking
ways to provide these benefits to needy children without providing them to non-
needy children, and doing so in a manner that is manageable for schools operating
the NSLP.

FNS is operating a number of pilot projects designed to test alternative ap-
proaches to the existing NSLP application and verification process. The agency’s
current plan is to use a significant portion of the requested funding to collect infor-
mation on income from a sample of parents whose children are in pilot schools,
along with a sample of parents whose children are not in pilot schools, in order to
provide an independent source of income data to compare to the application process.
While this remains, in our judgment, the best option for using this funding to en-
hance NSLP integrity, USDA intends to continue to gather information from the pi-
lots and other sources on this important issue. Our ongoing work with State officials
and other Federal agencies continues to reveal new opportunities for system im-
provement. By the time of final appropriation, it may be more appropriate to focus
these resources on activities that begin to address the issue operationally.

Question. What is the estimated cost of each activity?

Answer. The proposed income data collection analysis and reporting described
above would cost roughly $1.5 million, but could range as high as $2.0 million. As
noted previously, we intend to reassess our efforts as the pilot projects and other
information-gathering continues, and consider using these funds for promising strat-
egies to improve operations, as appropriate.

Question. The School Breakfast Pilot Program is now fully funded. Please provide
the Subcommittee with an update on this pilot program.

Answer. Work on the pilot is progressing well. The six participating school dis-
tricts were announced on May 15, 2000. Elementary schools within each school dis-
trict were paired and randomly assigned to the control (regular School Breakfast
Program) or treatment (universal-free breakfast program) group. Seventy control
and 73 treatment school units are participating in this project.

Implementation of the universal-free breakfast program began in School Year
2000—2001. Five of the six selected school districts began implementation at the
start of the school year; the sixth began implementing the universal-free breakfast
program at the end of October, 2000.

The evaluation contractor, Abt Associates, Inc. a Cambridge, Massachusetts re-
search firm, was competitively selected to conduct the evaluation, and the contract
was awarded on June 26, 2000. Abt is currently collecting first-year implementation
data in the six school districts. Data is being collected on about 30 students from
each school for a total of 4,290 students. Student outcome measures include achieve-
ment test scores, cognitive performance scores, classroom behavior, attendance and
dietary intakes. Program operations data, including implementation methods and
operating costs, are also being collected.
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Administrative data will be collected during School Years 2001-2002 and 2002—
2003. Follow-up implementation data will also be collected during the third year of
implementation (School Year 2002—2003). An interim project report will be available
in Summer 2002, and the final report in Summer 2004.

SPECIAL SUPPLEMENTAL NUTRITION PROGRAM FOR WOMEN, INFANTS, AND CHILDREN
(WIC)

Question. On December 11 of last year, President Clinton issued a memorandum
on improving immunization rates for children at risk. In that memorandum, agen-
cies were directed to “include a standardized procedure as part of the WIC certifi-
cation process to evaluate the immunization status of every child applying for WIC
services using a documented immunization history.” While the WIC program has
served an appropriate role in child immunization screening and referral, a policy
that might make WIC certification contingent on immunizations or require WIC
clinics to evaluate and be held accountable for every participating child’s immuniza-
tion status could prove too burdensome and impose potential troubling liability
issues on WIC caseworkers. What is the status of USDA’s efforts to implement this
Presidential directive?

Answer. As directed by the Executive Memorandum, USDA is working with the
Centers for Disease Control and Prevention (CDC) to ensure that the actions out-
lined in the Presidential directive are taken in a manner “consistent with the mis-
sion” of each agency. A partnership consisting of USDA, CDC, the National Associa-
tion of WIC Directors, American Academy of Pediatrics (AAP), Association of State
and Territorial Health Officials, Association of Immunization Managers, and Every
Child By Two is providing guidance and assistance to implement current and future
WIC immunization linkages to meet the directives of the Executive Memorandum.

A draft policy memorandum, written in collaboration with partners, was distrib-
uted to partners and State WIC agencies for comment in February 2001. The policy
memorandum outlined procedures for immunization screening and referral in the
WIC Program, as directed by the Executive Memorandum. In response to comments,
the policy memorandum is being redrafted and will be issued in June 2001. The pol-
icy memorandum makes it clear that (1) WIC certification is not contingent on im-
munization status or the attainment of immunization records, and (2) as an adjunct
to health services, the WIC Program’s role in immunization screening and referral
is to support existing funded immunization activities. Increased WIC involvement
in immunization screening and referral should not result in reduced efforts or costs
incurred for immunization services and programs that have primary responsibility
in this area.

The policy memorandum includes a minimum screening protocol, developed in
conjunction with CDC and AAP, specifically for use in WIC Programs where chil-
dren are not screened and referred for immunizations by other means. The purpose
of the minimum screening protocol is to identify children who may be at risk for
under immunization. It is not meant to fully assess a child’s immunization status,
but allows WIC to effectively fulfill its role as an adjunct to health care by ensuring
that children who are at risk are referred for appropriate care. In State or local
areas with documented vaccination coverage rates 90 percent or greater in WIC chil-
dren by 24 months of age, there will be no requirement to implement the procedures
set forth in the policy memorandum.

Through a “Dear Colleague” letter to its State immunization program grantees,
CDC will ensure that Immunization Programs coordinate with WIC to provide the
following: cooperative planning and budgeting that supports WIC screening and re-
ferral; adequate and appropriate referral information and networks; training of WIC
staff; and other activities necessary to ensure that a comprehensive screening and
referral system is in place that supplements WIC’s limited role and responsibility
in this area.

Question. What is the status of the Department’s efforts to seek reimbursement
from other agencies for health care services provided through the WIC program?

Answer. A partnership consisting of USDA, Centers for Disease Control and Pre-
vention, National Association of WIC Directors, American Academy of Pediatrics,
Association of State and Territorial Health Officials, Association of Immunization
Managers, and Every Child By Two is finalizing a National strategic plan to im-
prove immunization coverage rates of children participating in WIC. One of the
goals of the strategic plan is to obtain adequate funding and/or reimbursement for
WIC immunization activities so that WIC funds and staff time available for nutri-
tion services are not reduced.

The Food and Nutrition Service (FNS) issued a WIC Cost Allocation Guide in No-
vember 1999 as a resource for WIC State and local staff. The guide describes accept-
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able methods to ensure that a State or local agency’s WIC Program grant or
subgrant is only charged for WIC’s fair share of allowable costs.

Question. The fiscal year 2002 budget requests continued funding for WIC elec-
tronic benefit transfer (EBT) systems. What is the status of WIC EBT efforts? What
has been accomplished with the additional funding provided for this purpose for fis-
cal year 2001?

Answer. Currently, there are 14 WIC State agencies at various stages of planning,
developing, and implementing EBT systems. This includes 1 State agency that has
nearly completed statewide roll-out, 3 States with operational EBT pilot systems,
2 States preparing to launch pilots before the end of 2001, 2 States preparing to
launch pilots in 2002, and 6 States preparing to launch pilots in 2003. Fiscal year
2001 funds for WIC EBT will be used for up-front development costs, and will be
awarded through a competitive grant proposal and evaluation process to WIC State
agencies that have made significant progress toward implementing EBT systems.

Question. What is the status of the draft proposed rule on the WIC food prescrip-
tion (package)?

Answer. The Department has drafted and entered into clearance a proposed rule
addressing changes in the WIC food packages. The rule is currently awaiting review
by policy officials of the Bush Administration.

Question. What is the status of the scientific examination of the WIC food pre-
scription anticipated to be undertaken under the auspices of USDA’s Western
Human Nutrition Research Center?

Answer. Further work on this project was suspended pending policy review by the
Bush administration. Before continuing the study, the new team needs to determine
the extent to which the study can and will fill the scientific gaps. We will be taking
a look at this when we are fully staffed.

COOPERATIVE STATE RESEARCH, EDUCATION, AND EXTENSION SERVICE FEDERAL
ADMINISTRATION AND SPECIAL RESEARCH GRANTS

Question. Please provide a description of the research that has been funded under
the Federal administration/special research grant.

Answer. Sent to the Senate under separate cover.

Question. According to the research proposal, or the principal researcher, what is
the national, regional, or local need for this research. (For extension activities: What
is the national, regional, or local need for this project?)

Answer. Sent to the Senate under separate cover.

Question. What was the original goal of the research and what has been accom-
plished to date? (For extension activities: What was the original goal of this program
and what has been accomplished to date?)

Answer. Sent to the Senate under separate cover.

Question. How long has this work been underway, and how much has been appro-
priated, by fiscal year through fiscal year 2001, for this work?

Answer. Sent to the Senate under separate cover.

sz)estion. What is the source and amount of non-Federal funds provided, by fiscal
year?

Answer. Sent to the Senate under separate cover.

Question. Where is the work being carried out?

Answer. Sent to the Senate under separate cover.

Question. What was the anticipated completion date of the original objectives of
the project? Have those objectives been met? What is the anticipated completion
date of additional or related objectives?

Answer. Sent to the Senate under separate cover.

Question. When was the last agency evaluation of this project? Provide a sum-
mary of the last evaluation conducted.

Answer. Sent to the Senate under separate cover.

COOPERATIVE STATE, RESEARCH, EDUCATION, AND EXTENSION SERVICE SUSTAINABLE
AGRICULTURE RESEARCH

Question. For fiscal year 2002, the Congress provided increased funding for sus-
tainable agriculture to focus on organic farming to serve an expanding and increas-
ingly active constituency of producers and consumers. Can you give the Committee
an update on this new initiative?

Answer. The increase in fiscal year 2001 funding over fiscal year 2000 for the Sus-
tainable Agriculture Research and Education, SARE, program has been used for a
range of high-priority projects in accordance with the guidance from the Senate ap-
propriations report, which stated, in response to the targeting of the SARE increase
to organic agriculture in the fiscal year 2001 President’s Budget:
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“Increased funds provided for sustainable agriculture research and education
should include, but in no way be limited to, projects on organic agriculture. While
organic production practices are included under the umbrella of sustainable agri-
culture, it is critical that funding increases be directed also to research on broader
sustainable agriculture production systems and practices. The Committee also di-
rects the Department to allocate a portion of funding increases to on-farm dem-
onstration and producer-research projects.”

The increased funds are being used to support some projects in organic agri-
culture, particularly in the SARE southern region, which established organic agri-
culture as one of five priority areas for fiscal year 2001 competitive grants, and
which held a region-wide training conference on organic agriculture for Extension
and other agricultural professionals. Competitive grant projects in other regions
that could not have been supported, had fiscal year 2001 funding not increased, in-
clude several on crop and market diversification in both field crops and specialty
crops, sustainable production of crops including cotton and tomatoes, several
projects in the Pacific Islands, and a project to encourage farmer-directed research
and networking.

Increased support of on-farm, producer-led research is taking place not only
through the last project noted above, but also through increased allocations toward
producer grants in each region, either in fiscal year 2001 or planned for fiscal year
2002. In addition, the SARE Northeast region is allocating SARE Professional De-
velopment Program—Extension—funds to increasing the interaction of Extension
and other agricultural professionals with producers engaged in SARE-sponsored on-
farm research, and the SARE Southern region is piloting a program of on-farm re-
search grants targeted at Extension agents and other agency and private-non-profit
personnel who work closely with farmers in on-farm research.

Other uses of the increased Extension funds in the SARE Professional Develop-
ment Program include a partnership with the Extension Indian Reservation Pro-
gram to enhance sustainable agriculture professional development with Native
American communities, and competitive grant projects on a range of professional de-
velopment topics ranging from assisting private landowners with resource-con-
serving management practices, to producing and marketing ethnic and specialty
vegetables. Additional resources are also being targeted to enhance program evalua-
tion.

NATIVE AMERICAN INSTITUTIONS ENDOWMENT FUND

Question. Beginning in fiscal year 2001, 1994 Institutions were given the author-
ity to use funds available from the Native American Institutions Endowment Fund
to support facility infrastructure. How many of the 1994 Institutions have elected
to use these funds for facility requirements?

Answer. The Conference Report states, “For the Native American Institutions En-
dowment Fund authorized by Public Law 103-382 (7 U.S.C. 301 note), $7,100,100:
Provided, That hereafter, any distribution of the adjusted income from the Native
American Institutions Endowment Fund is authorized to be used for facility renova-
tion, repair, construction, and maintenance, in addition to other authorized pur-
poses.” The 1994 Institutions have expressed strong interest in using the adjusted
income from the Native American Institutions Endowment Fund for facility require-
ments. The fiscal year 2001 adjusted income from the Endowment Fund will not be
available until late in the year. Thus, these funds will be available for facility re-
quirements after the end of fiscal year 2001 and beyond.

1890 LAND-GRANT INSTITUTIONS

Question. Provide a list, by 1890 Institution, of the renovation and construction
projects funded in fiscal year 1999 and fiscal year 2000, the funds provided for each,
and the amount required in future years to complete the project.

Answer. Awards are made for the acquisition and improvement of agricultural
and food sciences facilities and equipment, including libraries, so that the 1890
land-grant institutions and Tuskegee University may participate fully in the produc-
tion of human capital in the food and agricultural sciences. These activities are on-
going and are proposed in a five-year plan of work. The table below indicates the
past, current and proposed appropriations to complete activities under the current
five-year plan of work.

[The information follows:]
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1890 FACILITIES

Fiscal year—

1998 1999 2000 2001 2002

$403,755 $449,013 $666,710 $675,111 $675,111  $2,869,700
403,755 449,013 666,710 675,111 675,111 2,869,700

Total

Alabama A&M University ..
Tuskegee University
University of Arkansas at Pine

Bluff
Delaware State University
Florida A&M University .....
Fort Valley State University ..
Kentucky State University .
Southern Univer-

387,818 430,036 658,969 666,395 666,395 2,809,613
310,482 337,479 621,209 623,880 623,880 2,516,930
408,640 454,830 669,083 677,783 677,783 2,888,119
418,874 502,73.1 688,627 699,788 699,788 3,039,811
497,465 560,587 712,229 726,362 726,362 3,223,005

SIY s 379,624 420,281 654,989 661,914 661,914 2,778,722
University of Maryland Eastern
Shore 356,775 393,076 643,890 649,419 649,419 2,692,579

Alcorn State University
Lincoln Univer-

392,395 435,487 661,192 668,898 668,898 2,826,870

SItY s 495,381 558,109 711,217 725,223 725,223 3,215,153
North Carolina A&T State Univer-
sity 511,065 576,736 718,817 733,779 733,779 3,274,176

Langston University .
South Carolina State Univer-

sity
Tennessee State University
Prairie View A&M University .
Virginia State University

399,604 444,071 664,694 672,841 672,841 2,854,051

394,830 438,385 662,374 670,229 670,229 2,836,047
455,003 510,031 691,604 703,140 703,140 3,062,918
570,689 647,775 747,798 766,411 766,411 3,499,084
430,885 481,317 679,888 689,950 689,950 2,971,990

Subtotal ..o 7,247,040 8,088,960 11,520,000 11,686,234 11,686,234 50,228,468
Federal Administration ................ 301,960 337,040 480,000 486,926 486,926 2,092,852
Total oo 7,549,000 8,426,000 12,000,000 12,173,160 12,173,160  52,321320

AGRICULTURE IN THE CLASSROOM

Question. Please provide a description of expanded outreach activities being fi-
nanced with the additional funds provided for fiscal year 2001 for the Agriculture
in the Classroom program.

Answer. The additional funding for fiscal year 2001 for the Agriculture in the
Classroom program was exceptionally helpful in broadening the reach of the pro-
gram across the Nation. New initiatives were chosen in close collaboration with the
National Agriculture in the Classroom Consortium. Ongoing outreach activities that
were strengthened include the annual Agriculture in the Classroom National Con-
ference, the Agriculture in the Classroom web site, and catalyzing State Agriculture
in the Classroom Directors to play a more active leadership role. The additional
funding also served new outreach activities, as follows:

Four sets of teaching materials were developed to support the Listening to the
Prairie education program developed by the Agency’s Sustainable Agriculture Re-
search and Extension staff in collaboration with the Smithsonian Institution. The
Listening to the Prairie display will tour selected libraries throughout the Nation
over the next two years. The teaching materials will be used by elementary, middle
school, and high school teachers whose classes visit the traveling display.

Work was begun on the development of a comprehensive scientific and edu-
cational review of teaching materials and preparation of a Resource Guide for Agri-
culture in the Classroom Teachers. The Guide will reduce redundancy, increase the
use of high quality teaching materials, and assure that teaching materials are sci-
entifically sound, educationally appropriate, and meet new and enhanced State
learning standards

Funds will be used in cooperation with the White House Office of Science and
Technology Policy, and the Office of the Science and Technology Adviser to the Sec-
retary of State to develop outreach activities for Global Science and Technology
Week, May 6-12, 2001. To highlight the international nature of science and the im-
portance of math and science education in today’s era of globalization, a special edi-
tion of the “Agriculture in the Classroom Notes Newsletter” was prepared and dis-
tributed, a mobile science laboratory visited a Washington, DC elementary school,
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career opportunities in the food and agricultural sciences were highlighted, and ac-
knowledgment of the work of the Classroom teachers provided by a Nobel Laureate
was distributed.

Funds were also committed to support education research to determine the effec-
tiveness and impacts of Agriculture in the Classroom programs in five States. This
work will determine characteristics of successful and effective programs, and will be
used to further develop and strengthen Agriculture in the Classroom in states desir-
ing to expand their programs.

RURAL HEALTH

Question. Please give the Committee an update on the Louisiana and Mississippi
rural health projects.

Answer. The Rural Health and Safety Education Extension Project funds health
and safety education in Mississippi and Louisiana. These programs are recruiting
students to the health professions and promoting rural practice by new health care
providers to mitigate health risk factors.

CURRENT ACTIVITIES

In Mississippi, the Mississippi State University Extension Service coordinates the
Mississippi Rural Health Corps with the state’s 15 community and junior colleges.
The purpose of the endeavor is to improve rural health through the education of
Mississippi residents and the training of health care professionals in rural practice.
Various health and economic development related organizations, in the public and
private sectors, have worked with the Corps in support of its goals.

A variety of educational outreach activities provide the foundation for this pro-
gram. The cornerstone of the program, training of nurses and allied health profes-
sionals, provides scholarships/loans to students willing to commit themselves to a
period of service in rural Mississippi upon graduation. In addition, health education,
the development of community-based healthcare coalitions, the Rural Medical Schol-
ars program, and the Rural Health Explorers program have been instrumental in
strengthening the health sector of Mississippi. This program also works with the
Mississippi Rural Health Association to improve the health status of rural Mis-
sissippians.

A Community College Network connects the state’s community and junior col-
leges, the Mississippi Extension Service, and the University of Mississippi Medical
School. This technology connects multiple sites to conduct administrative and edu-
cational activities.

The Nurse Managed Family Care Center program conducted by Southern Univer-
sity and A & M College addresses health promotion and disease prevention for vul-
nerable populations residing in rural and inner city communities in southern Lou-
isiana. This program is a collaborative effort of the Extension Service and the School
of Nursing at Southern University. Services offered include health assessments,
health training, teaching, and other health-care professional referrals. The services
are provided through a nurse-managed center in a non-traditional setting—center
and a mobile health unit. The mobile unit serves persons in a 50-mile radius of the
School of Nursing. Quality, cost-effective, community-based primary health care
services are being offered where graduate nurse faculty, nursing students, and phy-
sicians located in community health outreach centers assist women, children, and
the elderly in understanding and utilizing self-care health practices.

Services include: physical examinations, childhood vaccinations, height and
weight, blood pressure, and vision screenings. Health education is provided to par-
ticipants to enhance health promotion and disease prevention by increasing self-care
capabilities. Health education topics include nutrition, safety, breast self-examina-
tion, dental health, hypertension, and diabetes.

ACCOMPLISHMENTS

In fiscal year 2000, 426 scholarship/loans were made to nursing and allied health
professional students enrolled in the state’s community college system and 6 loans
were awarded to community college nursing faculty members seeking advanced de-
grees. The loan recipients must commit themselves to a period of service in rural
Mississippi upon graduation. Project funds provide a portion of the faculty salaries
for the Mississippi Rural Health Corps. Through health education, skills training
programs reach youth, parents of young children, adults with chronic diseases, and
elder caregivers. Annually, the health education programs reach 60,000 families.
Youth have improved their decision making skills related to health issues and
adults have learned how to deal effectively with emergencies and practice family
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safety. The Corps has facilitated the formation of more than 30 community-based
health care coalitions.

Two newer additions to the Mississippi program include the Rural Medical Schol-
ars and the Rural Health Explorers programs for youth. The Rural Medical Scholars
program works with high school students who have an interest in being physicians
in rural Mississippi. Students participated in a 6-week residential experience at
Mississippi State University. The students completed two pre-med courses, “shad-
owed” physicians, and attended a lecture series for aspiring physicians.

The Scholars program has been expanded to include a Rural Health Explorers
component for high school students with a more general interest in health care ca-
reers. The Explorers take one course, either anatomy or physiology, tour hospitals,
interact with health care professionals, and talk with community college representa-
tives about academic requirements for health care careers.

In Louisiana, the Nurse Managed Family Health Care Center served 400 Head-
start students. In addition, 250 clients received health screening, health teaching,
follow-up and referral services.

This program provides clinical settings for faculty and students. In this setting,
research is generated and students and faculty can test nursing theories and models
of practice. This project has strived to develop culturally appropriate educational
materials and delivery methods. Graduates of the nursing program are better pre-
pared to work with vulnerable population groups and function effectively in a vari-
ety of rural and inner-city settings.

Funds Distribution

The Rural Health and Safety Education Extension Program is funded at
$2,517,329 for fiscal year 2001. The Mississippi Rural Health Corps—Mississippi
State University Extension Service—program receives about $2.1 million of the
total. Funds under this project will be used for salaries/wages, fringe benefits, col-
lege scholarships/loans, the Rural Medical Scholars program, the Rural Health Ex-
plorers program, the Community College Network, and administrative costs such as
equipment, materials and supplies, travel, and publication/printing costs.

The Southern University and A & M College Nurse Managed Family Health Care
Center program receives about $0.4 million. Funds under this project will be used
for salaries/wages, fringe benefits, equipment, materials and supplies, travel, and
publication/printing costs. Both projects show 100 percent match with non-Federal
funds.

Question. With each case of food borne illness costing $1,300 in medical expendi-
tures and lost productivity it is easy to understand why food safety is seen as a top
priority for the Cooperative State Research, Education, and Extension Service.
Please provide a listing of the food safety research projects funded through the Spe-
cial Grants, National Research Initiative, Fund for Rural America, and Initiative for
Future Agriculture and Food Systems programs in each of fiscal years 1999, 2000,
and ZO;)I. Include a description of the research work and the cost of the research
project?

Answer. The Food Safety Program is a competitive and special grant program
that consists of several components. A list of projects grouped by component is pro-
vided for the record.

[The information follows:]
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USDA EPSCOR

Question. Please provide a chart listing, by state, the number of proposals sub-

mitted to each of the USDA EPSCoR award areas, and the number of those pro-

posals which received funding for each of the past three fiscal years.
Answer. A list of EPSCoR awards by state is provided under the National Re-

search Initiative Competitive Grants Program—NRICGP.

[The information follows:]

NRICGP STRENGTHENING STATISTICS
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NRICGP STRENGTHENING STATISTICS—Continued

1998 1999 2000
Proposals Awards Proposals Awards Proposals Awards
Standard 4 1 5 4 14 1
IA:
Sabbatical 0 0 0 0 0 0
Equipment 0 0 0 0 0 0
Seed 2 0 3 1 1 1
Standard 0 0 1 0 0 0
ID:
Sabbatical 0 0 0 0 0 0
Equipment 3 2 3 3 1 1
Seed 3 1 0 0 2 1
Standard 10 6 10 4 5 2
IN:
Sabbatical 0 0 0 0 0 0
Equipment 0 0 0 0 0 0
Seed 0 0 2 0 1 0
Standard 0 0 0 0 0 0
IL:
Sabbatical 0 0 0 0 0 0
Equipment 0 0 6 3 1 1
Seed 1 0 0 0 1 0
Standard 1 0 2 0 1 0
KS:
Sabbatical 0 0 0 0 0 0
Equipment 3 1 0 0 0 0
Seed 0 0 1 0 0 0
Standard 0 0 1 1 1 0
KY:
Sabbatical 0 0 0 0 1 1
Equipment 2 0 0 0 1 1
Seed 0 0 0 0 3 2
Standard 0 0 3 0 15 6
LA:
Sabbatical 0 0 0 0 0 0
Equipment 0 0 0 0 1 0
Seed 1 0 2 0 0 0
Standard 2 0 2 0 1 0
MA:
Sabbatical 1 1 0 0 1 0
Equipment 0 0 0 0 0 0
Seed 1 0 i 0 1 1
Standard 0 0 3 1 1 0
MD:
Sabbatical 0 0 1 0 0 0
Equipment 1 1 0 0 0 0
Seed 1 0 1 0 1 0
Standard 2 1 2 0 1 0
ME:
Sabbatical 0 0 0 0 0 0
Equipment 0 0 1 1 1 1
Seed 5 2 4 2 1 0
Standard 0 0 12 4 7 3
MI:
Sabbatical 0 0 0 0 0 0
Equipment 0 0 2 0 0 0
Seed 1 1 1 0 1 0
Standard 1 0 3 1 1 0
MN:
Sabbatical 0 0 0 0 0 0
Equipment 1 1 1 0 0 0
Seed 3 0 1 0 0 0
Standard 0 0 2 0 2 0
MO:
Sabbatical 0 0 0 0 0 0
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NRICGP STRENGTHENING STATISTICS—Continued

1998

1999

2000

Proposals

Awards

Proposals

Awards

Proposals

Awards
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NRICGP STRENGTHENING STATISTICS—Continued

1998

1999

2000

Proposals

Awards

Proposals

Awards

Proposals

Awards
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NRICGP STRENGTHENING STATISTICS—Continued

1998 1999 2000
Proposals Awards Proposals Awards Proposals Awards

Seed 4 2 4 i 2 2

Standard 2 0 6 3 3 2
WA:

Sabbatical 0 0 0 0 0 0

Equipment 2 1 1 1 1 1

Seed 0 0 0 0 0 0

Standard 0 0 0 0 0 0
WI:

Sabbatical 1 0 0 0 0 0

Equipment 0 0 0 0 1 0

Seed 2 0 3 0 2 1

Standard 0 0 3 1 2 1
WV:

Sabbatical 0 0 1 0 0 0

Equipment 0 0 3 1 2 2

Seed 4 1 6 2 3 1

Standard 8 3 3 3 0 0
WY:

Sabbatical 1 0 1 1 0 0

Equipment 1 0 1 0 5 3

Seed 2 0 1 1 14 2

Standard 3 1 1 1 9 3

ECONOMIC RESEARCH SERVICE

Question. In the President’s budget an increase is requested to continue the retail
meat purchase price reporting system in which a large portion of the increase is for
data purchase from retailers. How do you plan on protecting the confidentiality of
the retailers that the information is being purchased from?

Answer. Ensuring data confidentiality has been an important goal from the start
of the project to collect retail scanner data. In order to reassure stores about the
confidentiality of this process, the initial data collection and processing will be han-
dled by a third-party contractor. Many stores now sell scanner data to market infor-
mation firms who process the data and re-sell statistics to food and package-good
manufacturing firms. This contractor will provide us with summary statistics, not
individual store data. There will be no way to identify firm-level information from
the data received from the third-party contractor. Information will be further ana-
lyzed and summarized before it is posted to the ERS website for public consumption.

Question. Can you elaborate on the development of additional information regard-
ing retail price measurements and price transmissions between retail, wholesale,
and the farm level.

Answer. The Mandatory Livestock Price Reporting Act of 1999 requires USDA to
provide better information on the average prices paid for cuts of meat and the sales
volume moving through grocery stores. Currently, the only public source of retail
food prices is the Bureau of Labor Statistics (BLS). This information is limited and
the efforts of the Economic Research Service will provide better price information
on retail meats. According to ERS, the price reporting system will significantly im-
prove the quality of price measurement at the retail level. We will know more about
price transmissions from wholesalers to grocery stores, but at this point efforts are
not focused on improving price data from the farm to wholesale level. Early research
on price transmission should identify whether the new retail price data shows a dif-
(fierent pattern of price adjustment than retail prices calculated using BLS proce-

ures.

The present data-collection systems do a poor job of tracking meat products once
they leave the wholesale level. Currently, we do not know how much meat goes to
retail grocery stores versus other areas, such as food service or exports. According
to ERS, the new process of using grocery store scanner data is designed to better
capture the average price that consumers pay for meat cuts. For instance, BLS
prices are recorded as of a particular point in time and no adjustments are made
to prices for a variety of consumer discounts, which are captured through scanner
data. Also, price data collected by BLS is not associated with quantities sold. Not
only will the scanner data provide better data on meat prices, it will provide data
on the weight and type of cuts of meat. Thus, the new process will weight the prices
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by sales volume. Consumers are likely to buy less of a product when its price is high
than when it is low. We expect that the average price paid for meat cuts will be
lower using this method than the average price reported by BLS for meat cuts.

Question. Do you foresee any shortfalls in the implementation of this program if
new funds are not provided.

Answer. Without new funding, we would be unable to purchase data and improve-
ments to price reporting would be limited. The kind of data required to improve
price reporting as intended by the Mandatory Price Reporting Act is available only
from commercial sources. Commercial purchase of data on retail prices and quan-
tities of variable weight meat products will be the largest part of the annual ex-
penses—approximately $1 million per year.

Question. For the past three years the Economic Research Service (ERS) has been
given the responsibility to manage the research program for the nation’s food assist-
ance programs. With a $3 million decrease in funds proposed in the fiscal year 2002
budget, how will this affect the ongoing research programs carried out by ERS and
how will it affect full-time equivalent (FTE) personnel requirements?

Answer. The President’s budget for fiscal 2002 proposes to split the research
funds with the Food and Nutrition Service (FNS) so that FNS can undertake nec-
essary short-term programmatic information collections, policy studies and budget
analyses. FNS studies are highly targeted and typically address a narrow program
or policy related issue that are best handled by the program agency. This change
will not affect ERS staffing because those researchers who would have been moni-
torin% outside contracts will be redirected to high priority internally conducted re-
search.

Question. Will there be a need to improve coordination between the Economic Re-
search Service and the Food and Nutrition Service given the proposed sharing of
research program monies?

Answer. While there will continue to be a need to closely coordinate research be-
tween the two agencies, we anticipate that this split will actually reduce the espe-
cially high degree of coordination needed for the short-term, highly programmatic
studies that are currently being directed by the Economic Research Service.

Question. How does ERS prioritize the research projects it conducts for other
USDA agencies and other organizations with the agency’s normal workload?

Answer. In developing its research program, ERS attempts to anticipate the pro-
gram and policy issues that USDA agencies will likely have to confront in the near
future. ERS also seeks input from a broad constituency of policy officials, research-
ers, practitioners, advocates, industry groups, and service providers, and hosts a se-
ries of round-table discussions with representatives of these constituents to identify
crucial research and policy information needs.

Question. What are the research priority areas for fiscal year 2002?

Answer. In general, ERS priorities include, among others, improving our under-
standing of the effects of trade agreements on agricultural markets, improving the
effectiveness of polices designed to ensure a safe food supply, assessing the impacts
of alternative farm production management systems and analyzing market trends
for genetically modified crops. I will have ERS supply more specific information for
the record.

[The information follows:]

Assessing the adaptation of the U.S. food and agricultural sector to changing mar-
ket structure and post-WTO and post-NAFTA trade conditions. This includes ana-
lyzing factors that drive change in the structure and performance of domestic and
global food and agriculture markets, and analyzing how global environmental
change, international trade agreements, and foreign trade restrictions affect U.S.
agricultural production, exports, imports, and income. A critical component of anal-
ysis of the implications of rapid structural change in food and agricultural markets
is the ERS request for funding to improve the price reporting of meat products.

Building the analytical and empirical base for improving the efficiency and effec-
tiveness of public policies and programs designed to protect consumers from unsafe
food. This includes analyzing the benefits of safer food, such as reducing direct med-
ical costs and indirect costs associated with productivity losses from foodborne ill-
nesses caused by microbial pathogens, and estimating the costs of alternative food
safety policies.

Analyzing factors affecting dietary changes and trends in America’s eating habits,
including impacts on agricultural producers and the structure of the food industry,
and providing economic evaluations of nutrition and food assistance programs, such
as factors determining changes in Food Stamp program participation. The three re-
search emphases for food assistance and nutrition studies conducted under the Food
Assistance and Nutrition Research Program (FANRP) are diet and nutrition out-
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comes, food program targeting and delivery, and program dynamics and administra-
tion.

Assessing the profitability and environmental impacts of alternative farm produc-
tion management systems, including the cost-effectiveness and equity dimensions of
public sector conservation policies and programs. ERS is also putting increased pri-
ority on understanding and analyzing trends in adoption of genetically modified
crops and the emergence of markets for both genetically modified and non-geneti-
cally modified commodities.

Identifying how investments, technology, employment opportunities and job train-
ing, Federal policies, and demographic trends affect rural America’s capacity to
prosper in the global marketplace. This includes analysis of rural financial markets
and how the availability of Federal credit, public spending, taxes, and regulations
influence rural economic development.

Conducting the economic analysis required to support litigation of the Pigford
Consent Decree which is from a class action lawsuit that alleges racial discrimina-
tion of USDA farm loan and benefit programs. ERS’ role, for which it is requesting
an increase of 600,000 is to generate an objective estimate of economic damages in
each particular case using a consistent, understandable, and defensible methodology
that is based on standardized farm accounting procedures.

Question. How much ERS research is conducted in-house and how much is con-
tracted out?

Answer. The ERS research program is predominantly an in-house program sup-
plemented with a number of small cooperative agreements with land-grant univer-
sity researchers, with the exception of the food assistance research program. Cur-
rently, about 80 percent of the food assistance research is conducted outside the
agency and 20 percent is conducted in-house.

AGRICULTURE RESEARCH

Question. What is the specific program rationale for terminating the following re-
search projects being carried out by the Agricultural Research Service?

BIOINTOTTNATICS evveeeveeeeeeeee et et eeeeeeete e et e et oot eeeaeeseeeeseeeseeeseessaeesaeeseseesaneennees $474,000
Biobased technology .... .. 284,000
Biomass-based energy . ... 900,000
Citrus canker ............... .. 4,740,000

Citrus tristeza ........... 740,000
Exotic pest diseases .. 1,247,000
Pierce’s Disease ............ 1,896,000
Avian Leukosis—dJ Virus 250,000

FUsarium Head BHERE .......oooooooooooeoioooeoosoeesroseeeesosesesosoeeeseeseeesseseseseoosenn, © 798200

The Committee notes that these research initiatives are budgeted also as in-
creases in the fiscal year 2002 request.

Answer. The first seven items on the list are Special Research Grants funded
under CSREES. No funding is proposed for these Special Research Grants in the
fiscal year 2002 Cooperative State Research, Education, and Extension Service
budget request. This action is consistent with the Administration’s belief that the
most effective use of taxpayer dollars is through competitively-awarded, peer-re-
viewed grants that meet National goals. Alternate funding from formula programs,
State and local governments, and private sources could be used to support aspects
of this program deemed to be of a priority at State and/or local levels.

The last two items on the list are Agricultural Research Service projects. A Con-
gressional program increase of $249,450 for research on avian leukosis J virus (an
emerging virus infection that causes cancer-like-disease and production problems in
chickens) was approved in fiscal year 2001. This increase was not included in the
President’s Budget for fiscal year 2002. Plans are to use available resources on re-
search issues of higher national priority. ARS does, however, have an ongoing re-
search program on avian retroviruses including avian leukosis J virus at the ARS
Avian Diseases and Oncology Laboratory in East Lansing, Michigan. This ongoing
research program will continue to provide necessary research information that will
help the poultry industry in their efforts to control this important disease.

A Congressional program increase of $798,200 for research on Fusarium Head
Blight was approved in fiscal year 2001. This increase was not included in the Presi-
dent’s Budget for fiscal year 2002. Plans are to use these available resources on re-
search issues of higher national priority.

Question. What 1s the status of each of the ARS projects funded for fiscal year
2001? In many cases, ARS is to hire scientists to implement the research required
under the Act. By project, what is the status of hiring new scientists?
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Answer. ARS plans to hire approximately 100 additional scientists in order to im-
plement increases provided in 2001 for budget initiatives and new projects estab-
lished by Congress. The status of new ARS scientists being hired due to all fiscal
year 2001 increases is provided for the record.

[The information follows:]

STATUS OF SY RECRUITMENT

[Fiscal Year 2001 Increase]

Location Job title Recruitment status

Ithaca, NY Cat 4 Bioinformatics Certificate issued 5/8/01.

Leetown, WV ... .. Research Geneticist (Animal) Vacancy announcement closed 3/20/01.

Wyndmoor, PA ..... .. Chemist/Food Technologist ................... Position description is being finalized;
Selection has been made.

Beltsville, MD ANRI/FTSL . Microbiologist/Food Technologist ........... Vacancy announcement closes 6/11/01.

Beltsville, ANRI/FTSL ... MD Microbiologist/Food Technologist ... Vacancy announcement closes 6/25/01.

Beltsville, MD ANRI/ISL Agricultural Enginger ........cooeveeveveeennas Completed. Filled by internal reassign-
ment Biomed. Eng.

Wyndmoor, PA .....coooriereeceen Research Chemist .......cccoovvevevveerennne Readvertisement closed 4/19/01; Cer-
tificate issued 4/24/01.

Beltsville, MD ANRI/AMBL .........ccocconveee Research Chemist ......cocooovevinvieniinnns NPS disapproved proposed position De-
scription 5/8/01. Supervisor is Mak-
ing changes.

Plum Island, NY ...ooovveeeeereeeeecerenns VMO and Microbiologist .........cc.ccovunn... Tentative effective date of 7/10/01.

Microbiologist. Action pending.
Position description being prepared.
Recruitment action received. Selection

made.

Montpellier, France
Beltsvillle, MD PSI/CAIBL

Entomologist
Research Chemist ...

Leetown, WV ..o Research Physiologist .. Certificate issued 4/4/01.
Orono, ME Soil Scientist ............... Certificate issued 4/16/01.
University Park, PA ......coovverreeceae Soil Scientist/Agronomist Recruitment action pending

Frederick, MD Plant Pathologist ..........ccooovmivnrirnrinenns Certificate issued 5/7/01.

Kearneysville, WV Plant  Geneticist/Molecular Biologist/ ~ Certificates issued 4/16/01 and 5/9/
Plant Pathologist. 01.

Beltsville, MD ANRI/PBSEL ...................... Research Molecular Biologist ................ Vacancy announcement closed 5/7/01.

Ithaca, NY Ecologist Selection effective 2/11/01.

Beltsville, MD Nat'l Arb/F&N ................. Research Agronomist ........cccocovvveinrnnne Position moved to the National Arbo-

retum. Supervisor is writing the po-
sition description.

Certificate issued 4/13/01.

..... Student trainee to be converted (pend-
ing graduation)

Recruitment action initiated.

Closed 4/9/01; SME reviewing applica-

Struttgart, AR .. .. Research Fishery Biologist ...
Athens, GA ... .. Veterinary Medical Officer ...

New Orleans, LA ..
Winter Haven, FL .

Agricultural Engineer ...
Research Chemist

tions.
Auburn, AL oo Molecular Biologist/Microbiologist ......... Selection made; EOD 6/3/01.
Miami, FL Research Geneticist Selection made; EOD 11/5/00.
Starkville, MS Res. Plant Pathologist/Physiologist .......  Selection made; EOD 9/10/01.

Las Cruces, NM
Las Cruces, NM
Booneville, AR .
Athens, GA ..

Selection made; EOD 4/22/01.
Certificate issued 3/28/01.
Drafting vacancy announcement
Certificate issued 4/6/01.

Research Textile Technologist
Agricultural Mechanical Engineer
Research Animal Scientist ...........
Res. Food Tech/Agricultural Engr.

Athens, GA ... Res. Food Tech/Agricultural Engr. Announcement closes 5/29/01.
College Station, TX . .. Microbiologist .......ccccoovmrernrinniieris Selection made; EOD 3/11/01.
AThens, GA ..o Microbiologist ..o Certificate issued 2/26/01; interviews

being conducted.

Lubbock, TX Microbiologist Certificate issued 4/13/01.

Athens, GA .. Research Physiologist .. Certificate issued 4/6/01.

Athens, GA .. Res. Plant Pathologist/Microbiologist ... Closed 3/26/01; SME reviewing appli-
cations.

Little Rock, AR | logist Closed 5/25/01.

Florence, SC ... Soil Scientist Selection made; EOD 4/22/01.

Gainesville, FL . .. Research Entomologist Certificate issued 3/30/01.

Auburn, AL oo Soil Scientist/Res. Agon./Res. Hydr ....... Readvertised; Closed 4/30/01; Certifi-
cate issued 5/11/01.

Stoneville, MS ..o Res. Geneticist/Animal Scientist ........... Selection made; EOD pending receipt

0f PhD in September 2001.



68

STATUS OF SY RECRUITMENT—Continued

[Fiscal Year 2001 Increase]

Location

Job title

Recruitment status

Tifton, GA
Las Cruces, NM ...
Las Cruces, NM
Las Cruces, NM
Las Cruces, NM ...
Stoneville, MS
Stoneville, MS

Stoneville, MS
Stoneville, MS .
Lubbock, TX .
Lubbock, TX .
MS State, MS ..
Stoneville, MS .
Ft. Pierce, FL ...
Ames, IA
Ames, 1A
Ames, IA
Ames, 1A
Peoria, IL
Peoria, IL
E. Lansing, MI/Avian Disease (Listed
under Headquarters).
W. Lafayette, IN

Research Plant Pathologist
Rangeland Scientist/Ecologist ..
Research Plant Physiologist .
Research Hydrologist ...
Range Scientist
Research Entomologist
Research Geneticist (Plants) ....

Research Plant Pathologist
Research Geneticist (Plants)
Research Plant Physiologist .
Soil Scientist/Microbiologist .
Agronomist .........cooeeeriinniinnns
Research Biologist (Weed Ecology)
Microbiologist/Res. Plant Pathologist ...
Veterinary Medical Officer
Microbiologist ..
Entomologist
Immunologist ...
Genet/Mycotox./Plant Pathologist .
Biochemist/Molecular Biologist
Geneticist

(2) Positions—Crop Production

Madison, WI ..o Soil Scientist ...
Madison, WI Chemist

Albany, CA Research Chemist/Res. Entomologist ...
Albany, CA Ecologist

Albany, CA Research Chemist ........ccccoovveveeeciiennns
Albany, CA Microbiologist ..........coeveerreemrieriirerins
Parlier, CA Plant Pathologist ..........ccocovmiivriierinnns
Parlier, CA (2) Entomologist ........ccooovevveervrnirenrianns
Pullman, WA Research Plant Pathologist ..

Pullman, WA ... Veterinary Medical Officer ...

Fresno, CA Soil Scientist ..o
Davis, CA Research Gen./Phy. ..

Prosser, WA Research Gen. .........

Aberdeen, ID .... Geneticist

Hilo, HI Research Horticulturist

Burns, OR Rangeland Scientist ...

Pullman, WA Research Plant Pathologist ..

Clay Center, NE ... Bioinf./Comp. Spec. .

Logan, UT Bee Research

Fargo, ND Geneticist

Fargo, ND Gen./Plant Pathologist .

Clay Center, ... NE Microbiol./VMO ...

Ft. Collins, CO . Weed Sci./Ecologist .

Sidney, MT Entom./Weed Sci. .....

Grand Forks, ND ..

Geneticist

Certificate issued 4/5/01.
Closed 5/25/01.
Closed 5/25/01.
Selection made; EOD 5/6/01.
Selection made, EOD 4/22/01.
Readvertised; closed 6/15/01.
Selection made; tentative EOD 8/26/01,
pending ad hoc panel.
Certificate issued 3/23/01.
Certificate issued 3/29/01.
Certificate issued 3/29/01.
Certificate issued 3/27/01.
Selection made; EOD 6/17/01.
Certificate issued 4/6/01.
Closed 6/4/01.
Announcement being drafted.
Recruitment period extended.
Announcement closed 6/1/01.
Filled.
Closed 6/9/01.
Closed 6/15/01.
Closed 5/18/01.

No recruitment action initiated.

Announcement closes 7/2/01.

Announcement closed 6/4/01.

Announcement closing date extended
to 5/14/01.

Certificate Issued 2/27/01.

Vacancy announcement sent to target
location for clearance before recruit-
ment action initiated.

Certificate Issued 5/1/01.

No recruitment action has been initi-
ated.

No recruitment action has been initi-
ated.

Certificate Issued 4/27/01.

Vacancy announcement sent to
targetlocation for clearance before
recruitment action initiated.

Certificate Issued 3/7/01.

Announcement closed 6/1/01.

Certificate Issued 4/9/01.

No recruitment action initiated.

Announcement closed 4/2/01.

Selection made; EOD 4/8/01.

Announcement closed 5/7/01.

No recruitment action initiated.

No recruitment action initiated.

Announcement closed 5/21/01.

No recruitment action initiated.

Certificate Issued 2/21/01.

Vacancy reannounced. Closed 6/11/01.

Recruitment pending.

No recruitment action initiated.

Question. Describe current research and funding for Foot-and-Mouth Disease
(FMD). What are your priority research issues? What progress has been made to
date on each research project?

Answer. Current ARS research priorities are: 1) development of highly specific
and rapid diagnostic technology, and 2) development of a vaccine that can be de-
ployed in case of an outbreak. The current ARS funding for the Foot-and-Mouth Dis-
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ease research program is $5,230,800. ARS has developed and is currently validating
a highly specific nucleic acid on-site detection technology that allows minimally
trained personnel using a briefcase-sized device to definitively identify FMD virus
on the farm within an hour. This on-site technology can also be adapted to screen
imported carcasses for animals that have been previously infected with FMD and
also for animals that have been vaccinated against the disease. ARS will test two
promising vaccine candidates. The first is a synthetic peptide vaccine produced by
a company on Long Island, New York. The technology is based on research con-
ducted by ARS scientists at Plum Island Animal Disease Center (PIADC) over the
past 20 years. The company indicates that this vaccine protects swine and has been
selling the product in Taiwan and China. ARS is currently proposing to work with
this company to examine the vaccine’s protective ability for cattle and sheep and
to determine if the virus is carried by vaccinated animals that were later exposed
to infection. This peptide vaccine would be the only readily available product should
the U.S. urgently need to vaccinate animals with a type of virus vaccine not present
in the North American Vaccine Bank. The second candidate vaccine is an ARS-de-
veloped adenovirus vectored (genetically engineered) FMD vaccine that has been
shown to protect swine in laboratory studies. This work will be extended to tests
in cattle and sheep to determine if all species are protected. These vaccines differ
in several features and need to be compared for efficacy, particularly for their ability
to protect under outbreak conditions.

CSREES provides only limited funding for research directly focused on the virus
itself through the National Research Initiative which must go to the ARS facility
at Plum Island. In addition, CSREES has funded four additional projects related to
FMD which are primarily focused on economic impacts of the disease and the eval-
uation of potential management response systems that might be employed in the
event of an outbreak of FMD. Three of these projects are funded through Formula
Funds—Hatch and Animal Health—and one with funds from the National Research
Initiative. All of the projects are located at the University of California-Davis.

Question. How are U.S. Foot-and-Mouth Disease research, control and eradication
activities coordinated with those of Great Britain, Canada and others? Have these
countries applied the same technologies and strategies as would the U.S. under
similar circumstances?

Answer. ARS research supports the regulatory activities of APHIS in control and
eradication of FMD. ARS also has collaborative research with Great Britain and
other nations. ARS is developing new rapid diagnostic capabilities to test for FMD
and is working with Great Britain to evaluate the technology. ARS coordinates its
vaccine research with APHIS priorities for vaccines. ARS conducts collaborative re-
search with several nations that have endemic FMD including South Africa to de-
velop new vaccines that can be produced in those nations.

APHIS coordinates its Foot-and-Mouth Disease program with many countries. The
Agency has provided a support role to Great Britain during its most recent out-
break. In general, APHIS coordinates its animal health activities with other mem-
ber countries of the International Organization of Epizootics (OIE). The OIE is the
internationally recognized standard-setting body for diagnostic testing and vaccines.
Through this organization, APHIS also helps to establish international guidelines
for surveillance and monitoring. Great Britain and other members of the World
Trade Organization abide by the standards of the OIE.

In the countries of the Western hemisphere, APHIS actively coordinates FMD re-
search, control, and eradication activities. Mexico and the U.S. have had a joint
commission since 1948, with an APHIS co-director stationed in Mexico City. APHIS
also works closely with Canada through the North American Animal Health Com-
mittee. The two countries do test exercises and perform outbreak scenarios where
they recently tested their vaccination programs. Mexico, Canada, and the U.S. share
the North American Vaccine Bank, which contains many prevalent strains of FMD
ready in the event of an outbreak in any of the three countries.

Due to the threat of FMD coming overland, APHIS maintains bilateral agree-
ments with each country of Central America. In Panama, APHIS performs FMD lab-
oratory testing, monitoring, and surveillance activities through the US-Panama Co-
operative Program for the Prevention of Foot-and-Mouth Disease, with the goal of
preventing outbreaks from coming in from Colombia.

In South America, where FMD is endemic, APHIS is involved in bilateral as well
as regional programs to prevent FMD. APHIS has been working in Colombia on
maintaining a barrier for FMD on the Panama-Colombia border. The Agency also
supports the hemispheric plan, based on Bolivia, Brazil, Ecuador, Peru, and Ven-
ezuela working together to eradicate FMD. Eradicating FMD from the hemisphere
would greatly reduce the risk of an outbreak in the United States.
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Question. Should the U.S. find FMD within its borders next week, how would
APHIS and other agencies utilize and deploy existing research detection and vaccine
technologies? What actions would the U.S. implement?

Answer. If APHIS were to confirm an outbreak of FMD in the United States,
APHIS would respond according to the Agency’s FMD response plan. Because spe-
cific outbreak situations vary, and each State’s emergency response capabilities dif-
fer, APHIS’ FMD response plan is designed to be flexible and dynamic. APHIS’
FMD response plan taps State and Federal resources as available, and allows the
Agency’s animal health expertise and coordination skills to fill any remaining gaps.
After identification of disease subtype, APHIS would activate the FMD vaccine
bank, order vaccine doses, and consider using the vaccine as a tool in our eradi-
cation effort. APHIS would also work with the Agricultural Research Service (ARS)
to transfer technology from the laboratory which has been proven to be useful in
our response effort, to the field. An example of this technology is the use of rapid
detection tests.

Upon the initial confirmation of FMD, APHIS and State officials would imme-
diately begin investigating the source and trace all animals that may have come
into contact with the disease. These officials apprise both State and Federal officials
on the status of their investigation and will also initiate emergency response efforts
at the State and local level. These measures include notifying State agriculture and,
if necessary, public health officials of the disease detection, securing the biosecurity
of the affected site including depopulating the whole herd, establishing and main-
taining animal movement quarantines, and alerting officials in neighboring States.

APHIS would expect to pay fair market value for all animals, products, or articles
destroyed as part of an FMD eradication program. Additionally, the Agency would
pay for certain directly associated costs like cleaning and disinfection of affected
premises and care and feed for vaccinated animals until they are destroyed, should
we employ that eradication tool. The basic principle is to ensure that owners do not
have to incur out of pocket costs or suffer the loss of the value of their animals.
The policy would cover animals, products, or articles we must destroy regardless of
where we find them.

Question. Your budget recommends an increase of $5 million for Bovine
Spongiform Encephalopathy (BSE), or “Mad Cow Disease” which, to date, has had
a devastating impact on Great Britain and Europe. Have USDA scientists been en-
gaged in research collaboration with these countries concerning these outbreaks?
What actions would the U.S. take under similar circumstances?

Answer. ARS has no research effort specifically targeted to the unique problem
of Bovine Spongiform Encephalopathy (BSE). ARS scientists at the Animal Disease
Research Unit (ADRU) in Pullman, Washington are currently collaborating with
their counterparts at the National Center for Foreign Animal Disease, Winnipeg,
Canada and the Veterinary Laboratories Agency in Weybridge, U.K. and USDA-
APHIS to validate reagents that potentially can be used for BSE surveillance. These
reagents, which bind to the causative agent of disease (prions), were developed from
research to test for scrapie, a TSE disease of sheep directly related to BSE in cattle.
This test, known as the third-eyelid-test, is the only practical live animal test for
scrapie disease in sheep. At the Western Regional Research Center, Albany, Cali-
fornia, ARS has initiated a research program to develop methods to detect for the
presence of ruminant proteins and central nervous system (CNS) tissue in animal
foods and feeds. Prohibition of feeding ruminant derived tissues to cattle is known
to be an effective way of breaking the chain of transmission of BSE disease. If a
TSE of cattle (BSE) were found in the U.S., slaughter and restriction on movement
of ruminants and ruminant byproducts should be based on environmental moni-
toring as well as conventional epidemiology and diagnostics. USDA will provide the
appropriate regulatory and action agencies, and the pharmaceutical industry the
toolls to identify and contain any potential exposure of humans to infectious mate-
rials.

The CSREES role in the instance of an outbreak of BSE would be to provide fund-
ing to scientists in various research centers, including Federal facilities to conduct
needed research as determined by mutual consultation with ARS and APHIS.

Question. USDA/ARS is funding research on Transmissible Spongiform
Encephalopathy (TSE). Where is this research conducted? How much is currently
spent on TSE? Please describe these programs. Are there other TSEs which we are
not funding? How much funding is required to put a meaningful TSE research pro-
gram in effect?

Answer. ARS conducts Transmissible Spongiform Encephalopathy (TSE) research
on scrapie in sheep, and chronic wasting disease (CWD) in deer and elk, both natu-
rally occurring TSE diseases within the U.S. This research is conducted at the Na-
tional Animal Disease Center (NADC) in Ames, Iowa, and the Animal Disease Re-
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search Laboratories (ADRL) in Pullman, Washington. ARS funding for this research
is currently $2.6 million. The research programs focus on: (1) developing control
measures for sheep scrapie and CWD through improved diagnostic tests, defining
genetic (prion) susceptibility, and defining the routes of transmission through cells
and secreted molecules; (2) developing and validating the nictating membrane bi-
opsy (third-eyelid-test) for the preclinical diagnosis of scrapie in sheep; (3) deter-
mining if U.S. agents that cause Spongiform Encephalopathy in sheep and mule
deer will cause a disease in cattle resembling BSE; (4) determining if the agent of
CWD will cause scrapie in sheep; and (5) developing diagnostic methods that can
detect TSE in live and dead animals. Currently, ARS has no research effort specifi-
cally targeted to the unique problem of Bovine Spongiform Encephalopathy (BSE)
in cattle. The recently published report (May, 2001) from the ARS-BSE workshop
indicated several critical research priorities that need to be immediately addressed
in order to provide new tools for use in prevention and controls strategies to further
reduce the risk of TSE diseases in the U.S. Current funding levels must be signifi-
cantly increased in order to address these priorities. To initiate these research prior-
ities is outlined in the agency’s fiscal year 2002 budget includes an increase of $5
million for BSE research.

The following table shows research and control funds for BSE and other TSEs,
by agency.

UNITED STATES DEPARTMENT OF AGRICULTURE—TRANSMISSIBLE SPONGIFORM
ENCEPHALOPATHIES

[In thousands of dollars]

2000 2001 Estimate 2002 Budget
Bovine Spongiform Encephalopathy: Research: Agricultural Research
Service 0 0 5,000
Control: Animal and Plant Health Inspection Service .........cccoovun... 78 78 78
Other Transmissible Spongiform Encephalopathies:
Research:
Agricultural Research Service 2,589 2,622 2,622
Cooperative State Research, Education, and Extension Serv-
ice 325 388 294
Control: Animal and Plant Health Inspection Service ........cccccceunee.. 16,072 8,983 21,942
Total, USDA TSEs 19,064 12,071 29,936

Question. How does TSE and BSE differ? How much reliable information does the
scientific community (here and abroad) have on BSE and TSE?

Answer. Transmissible spongiform encephalopathies (TSE’s) are a family of pro-
gressive, degenerative, fatal neurological diseases that affect both animals and hu-
mans. TSE’s take their name in-part from the brain lesions that these diseases
cause, the lesions leaving the brain with numerous holes, giving the appearance
similar to that of a sponge. The modified host protein or prion hypothesis is gen-
erally the accepted theory as regards to the nature of the infectious agents. The
major animal forms of these diseases are bovine spongiform encephalopathy (BSE)
in cattle, scrapie in sheep and goats, chronic wasting disease (CWD) in deer and
elk, transmissible mink encephalopathy (TME), and feline spongiform
encephalopathy (FSE), which is the expression of BSE in domestic cats. The human
forms of these diseases are Creutzfeldt-Jacob disease (CJD), new-variant
Creutzfeldt-Jacob disease (nvCJD) whose causative agent is indistinguishable from
BSE, Gerstmann-Strausslaer-Scheinker syndrome (GSS) the familial form of CJD,
fatal familial insomnia (FFI) an inherited TSE similar to familial CJD, and Kuru,
a TSE restricted to the Fore people of New Guinea and spread by ritualistic canni-
balism.

There has been considerable research effort by the scientific community to under-
stand specific TSE’s. Expert reports are available from the Council for Agricultural
Science and Technology in the U.S. and the Ministry of Agriculture, Fisheries, and
Food (MAFF) in the U.K. Kuru is now primarily of historical importance since can-
nibalism is prohibited. Although scrapie was first recognized in the U.K. and other
Western countries more than 250 years ago, the means of natural transmission have
still not been fully defined. It is thought to be spread most commonly from ewe to
offspring and to other lambs through contact with the placenta and placental fluids.
Studies have found no scientific evidence that scrapie poses a risk to human health.
ARS has developed the first practical preclinical test for the disease. CWD was first
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recognized in the U.S. in 1967. It naturally affects free ranging deer and Rocky
Mountain elk. The origin of CWD and routes of transmission are not known. There
is no reliable test for CWD in the live animal and post mortem testing involves the
detection of the agent in the central nervous system. CWD is not a USDA program
disease and legal tests for diagnosis of disease in clinical and preclinical deer and
elk are not yet validated. BSE as a clinical disorder in cattle was first reported in
the U.K. in 1986. BSE is thought to originate from contamination of feed by infec-
tious material in meat and bone meal from rendered livestock. The infectious agent
appears to be an infectious ruminant protein (Prp—sc) recycled through the ren-
dering process. The BSE is thought to have originated in sheep and jumped the spe-
cies barrier into cattle. A novel TSE of humans, nvCJD was reported in 1996. This
disorder is believed to have arisen by ingestion of tissue or food products contami-
nated with the transmissible agent of BSE.

Despite research efforts there are still many critical questions and issues relative
to TSE’s. These include: determining the nature, structure and function of the TSE
agents; what is the mechanism of transmission of TSE agents, and how does the
species barrier to transmission of TSE’s work; developing methods to detect and
type TSE’s both pre-clinically, postmortem, and in feeds and foods; how does TSE
disease occur; how do host genetics influence TSE disease susceptibility; what is the
ep{den(lliology of TSE diseases; and can methods to inactivate the TSE agents be de-
veloped.

Question. Your budget proposes to define the nature, transmission, detection and
diagnosis of BSE. Please describe in detail the planned implementation of the pro-
posed research. Where will this research be done in the U.S.?

Answer. The ARS research implementation plan for BSE includes several projects.
One set of projects is an integrated approach for improved detection of BSE and will
be conducted at the ARS Animal Disease Research Unit (ADRU), Pullman, Wash-
ington and the Western Regional Research Center (WRRC), Albany, California. ARS
research will: (a) validate the gold standard assay for TSEs; (b) develop a system
for differentiating the TSEs endemic to North American ruminants from BSE; (c)
develop methods for real-time testing of cattle in slaughter facilities; and (d) develop
methods for detecting PrP-TSE (prion proteins) in materials not intended for
human food. The plan includes collaboration with the National Center for Foreign
Animal Disease (NCFAD), Winnipeg, Canada, to test postmortem samples and vali-
date the final reagent set and protocol. BSE test validation will include brain sam-
ples from cattle exhibiting neurologic signs and previously examined by histology
and immunohistochemistry. The ARS laboratory in Pullman, WA is also collabo-
rating with Colorado State and Wyoming State Veterinary Diagnostic Laboratories
(CS-WSVDL) for PrP-TSE detection and pathology, CJD testing, and diagnostic
methods development in brain tissue from deer and elk. The CS—-WSVDL will assist
in validation of a live-animal test for scrapie and a preclinical test diagnostic or
slaughter test. ARS is collaborating with the University of Washington to develop
rodent detection assays of infectivity and with Washington State University to de-
velop specific reagents, monoclonal antibody to PrP-TSE.

Another set of ARS projects focuses on development and validation of detection
methods for TSEs in live animals and will be conducted at the National Animal Dis-
ease Center (NADC), Ames, Iowa. ARS will also determine whether imported sheep
were infected with BSE or another TSE. Research will be carried out in the Virus
and Prion Diseases of Livestock Research Unit at NADC in collaboration with
APHIS National Veterinary Services Laboratory, Ames, Iowa and Veterinary Lab-
oratories Agency, Weybridge, U.K. The NADC 1s collaborating with the Veterinary
Laboratories Agency (V L.A), Weybridge, U.K., using postmortem samples to vali-
date the final reagent set and protocol. This collaboration will provide U.S. research-
ers access to otherwise unavailable infected cattle and tissues.

Question. What other Federal agencies are involved in BSE and TSE research and
control activities? How is ARS coordinating its research with CDC, HHS, FDA, etc.?
How much money is being spent by the Federal Government for research and con-
trol agtivities for these diseases overall? Who is coordinating the U.S. effort in these
areas?

Answer. Federal agencies that have an interest in TSE/BSE research and control
include: USDA-ARS, USDA-APHIS, USDA-FSIS, CDC, FDA-CFSAN, FDA-CVM,
NIH, and the Department of State. Coordination of USDA efforts is through the Of-
fice of the Secretary of Agriculture. ARS is prioritizing and coordinating its research
activities with other Federal agencies through specific workshops organized at the
agencies highest level. Workshop reports are circulated in a timely manner to all
interested Federal agencies and stakeholders. The total funding for all Federal Gov-
ernment efforts is unknown, however, ARS funding for TSE research is currently
$2.6 million.
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With regards to specific agency involvement: ARS conducts Transmissible
Spongiform Encephalopathy (TSE) research on scrapie in sheep, and chronic wast-
ing disease (CWD) in deer and elk, both naturally occurring TSE diseases within
the U.S. ARS has no research effort specifically targeted to Bovine Spongiform
Encephalopathy (BSE), however, ARS scientists collaborate with their counterparts
at the National Center for Foreign Animal Disease, Winnipeg, Canada, Veterinary
Laboratories Agency in Weybridge, U.K. and USDA-APHIS to validate reagents
that potentially can be used for BSE surveillance. USDA’s Food Safety and Inspec-
tion Service inspects all cattle before they can be approved for use as human food;
use of cattle with unidentified neurological diseases is prohibited. The USDA’s Ani-
mal and Plant Health Inspection Service (APHIS) enforces explicit import regula-
tions covering animals and animal products offered for import into the United
States to prevent the importation of foreign exotic diseases such as BSE. USDA-
APHIS prohibits the importation of live ruminants from countries where BSE is
known to exist in native cattle. APHIS controls the importation of live ruminants
and most ruminant products from all of Europe. APHIS also implements an aggres-
sive BSE monitoring program examining the brains of cattle exhibiting various ab-
normal behaviors, including neurological symptoms. No evidence of BSE has been
found in these U.S. cattle specimens.

Agencies within the Department of Health and Human Services (DHHS) have a
long-standing commitment to research, epidemiological studies and consumer pro-
tection involving BSE and variant and classic CJD. The Food and Drug Administra-
tion (FDA) prohibits the use of most mammalian protein in the manufacture of ani-
mal feeds given to ruminant animals, such as cows, sheep and goats. The regulation
also requires process and control systems to ensure that feed for ruminants does not
contain the prohibited mammalian tissue. This prohibition is a preventative meas-
ure designed to protect animals from potential transmissible degenerative neuro-
logical diseases such as BSE and to minimize any potential risk to humans. If a
case of BSE were found in the United States, these measures would also help to
prevent the spread of BSE through feeds in U.S. cattle. FDA issued guidelines to
blood centers to reduce the theoretical risk of transmission of vCJD to recipients of
blood products. This precautionary measure recommended procedures for deferring
potential donors who may have been significantly exposed to food and other cattle-
derived products in BSE-endemic countries. FDA’s present guidelines ask blood cen-
ters to exclude potential donors who have spent six or more cumulative months in
the U.K. between January 1, 1980, and December 31, 1996, from donating blood.
Further revision to this guidance may be forthcoming with new information regard-
ing other countries’ BSE experiences. FDA’s TSE Advisory Committee recently of-
fered advice on revising the guidelines to include potential donors who have lived
an aggregate of 10 years in France, Ireland and Portugal. FDA also provides guid-
ance on the use of bovine materials from countries affected by BSE in non-food prod-
ucts, for example gelatin from bones for oral consumption or cosmetic use. The Cen-
ter for Disease Control (CDC) conducts regular surveillance for any trends and cur-
rent incidence of vCJD among humans in the U.S. The National Institutes of Health
(NIH) conducts research on various TSE’s: BSE, CJD, vCJD and related neuro-
logical diseases through their Maryland and Rocky Mountain Laboratories. NIH has
a particular interest on the molecular biology of prion protein folding and its role
in the induction of TSE disease.

Question. There are a number of plant and animal diseases of critical economic
importance to American agriculture. Some of these diseases have become note-
worthy recently. Please provide the Committee with the current status of research
projects and current funding (by Agency) for each project listed: Citrus Canker, Cit-
rus Tristeza, Pierce’s disease, Avian Newcastle disease, Bovine Tuberculosis, Johne’s
disease, African Swine Fever, West Nile Virus, Avian Influenza, Plum Pox Virus,
Asian Longhorned Beetle and Wheat Scab.

Answer. In fiscal year 2001, $4,739,550 was appropriated for the Citrus Canker
Special Research Grant. The grant proposal was received on January 30, 2001 and
the proposal is undergoing programmatic review. In fiscal year 2001, $740,368 was
appropriated for the Citrus Tristeza Special Research Grants. The grant proposals
were due by February 15, 2001, and the proposals are undergoing programmatic re-
view. In fiscal year 2001, $1,895,820, was appropriated for the Pierce’s Disease Spe-
cial Research Grant. The grant proposal was received on January 24, 2001, and is
awaiting administrative review and final signature. In fiscal year 2001, $324,285,
was appropriated for the Bovine Tuberculosis Special Research Grant. The grant
proposal was received on March 12, 2001, and is awaiting administrative review and
final signature.
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Current status of research on Citrus Canker:

ARS is conducting research on citrus canker at Ft. Pierce, Florida, and Beltsville,
MD, in support of regulatory and action agencies to control this devastating disease.
These include: biological control methods to stop or slow the spread of the disease;
molecular and genetics approaches to determine virulence factors; epidemiological
methods to better understand the disease cycle and dissemination characteristics;
and early detection technologies. Current fiscal year 2001 funding: $315,000.

Current status of research on Citrus Tristeza Virus (CTV):

ARS scientists at Ft. Pierce, Florida, are identifying exotic CTV strains and vec-
tors which threaten citrus production. The biological diversity and molecular basis
of pathogenicity and virulence among strains are being determined. Regulatory ac-
tions are being supported by determining the genetic, epidemiological, biochemical,
and serological characteristics of CTV. Researchers at Frederick, Maryland, are
studying vector transmission characteristics of CTV. ARS laboratories at Fresno,
California, and Beltsville, Maryland, are examining the diversity of CTV strains and
developing improved methods for maintaining and storing isolates, and determining
their host range. Current fiscal year 2001 funding is $2,320,000 for all locations.

Current status of research on Pierce’s Disease:

To combat Pierce’s Disease and the vector transmitting it, research is being co-
ordinated at the Horticultural Crop Research Laboratory at Parlier, California. Re-
search includes efforts to better understand the causative bacterium’s host range
and potential pathogenicity for California crops, particularly grapes. Epidemiology
of the disease is also being determined. Current fiscal year 2001 research funding
is: $1,098,000.

Current status of research on Avian Newcastle disease:

The ARS research program on avian Newcastle is directed to: improve diagnostic
tests; develop improved vaccines; determine genetic and biologic mechanisms con-
trolling Newcastle Disease Virus (NDV) virulence; use molecular epidemiology to de-
termine origin of NDV strains and predict geographic spread; identify and charac-
terize molecular markers for NDV pathotyping; and determine the frequency and
mechanisms for NDV persistence in clinically normal poultry. Current fiscal year
2001 funding is $786,000.

Current status of research on Bovine Tuberculosis (TB):

ARS in collaboration with industry, APHIS, other Federal agencies, and State and
university cooperators developed a joint regulatory and research strategy for TB in
livestock, deer, and elk. Under ARS scientific leadership, research goals were estab-
lished to: (1) define interactions between cattle, white tailed deer, and elk and M.
bovis; (2) develop and improve tests for diagnosis of M. bovis infection in these spe-
cies; and (3) develop improved methods for strain differentiation of M. bovis isolates.
ARS recently initiated research to address the diagnosis, pathogenesis, and epidemi-
ology of TB in white tailed deer and to develop vaccines to control tuberculosis in
deer. Current fiscal year 2001 funding is $1,432,000.

Current status of research on Johne’s disease:

The ARS program on dJohne’s disease (a bacterial disease caused by M.
paratuberculosis) is conducted at the Bacterial Disease of Livestock Research Unit
at the National Animal Disease Center, Ames, Iowa. The program’s objectives are:
(1) to sequence the complete genome of M. paratuberculosis, (2) develop highly sen-
sitive and specific diagnostic technology and study of host immune responses during
the different stages of disease, (3) determine shedding of M. paratuberculosis in
milk of naturally infected cows at the farm level and evaluate survival of M.
paratuberculosis in milk after heat treatment, and (4) identify immunogens of M.
paratuberculosis by random and directed expression library immunization (DNA
vaccines). Current fiscal year 2001 funding is $1,618,000.

A new focus is being added to the ARS research program at the Western Regional
Research Center in Albany, California, includes testing for the presence of M.
paratuberculosis in animal manure. The testing in this program results from the
need to develop the knowledge and technology to prevent the transmission of
epizootic pathogens, including M. paratuberculosis, from animal manure to food
products for human consumption.

Current status on African Swine Fever:

ARS program on African swine fever (ASF) is conducted at the Plum Island Ani-
mal Disease Center. The research is focused on: (1) identification of patho-
biologically significant ASF genes that might assist in developing a disease control
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strategy, and (2) Defining protective immune responses to ASF virus and other sig-
giﬁcant foreign animal disease threat agents. Current fiscal year 2001 funding is
6,400,000.

Current status of research on West Nile Virus (WNV):

Advanced mosquito trapping methods developed by ARS scientists in Gainesville,
Florida, are being used in New York City, in association with the Wildlife Conserva-
tion Society. In fiscal year 2001, methods will be developed for the same purpose
in Connecticut in cooperation with the Connecticut Agricultural Experiment Station.
Also, an alternative (non-pesticidal) technology for control of the larval stages of
mosquito WNV vectors is being tested. Additionally, ARS scientists at the Southeast
Poultry Research Laboratory (SEPRL) examined the susceptibility of chickens, to
answer questions about viremia, incubation period, clinical signs, and antibody re-
sponse. Both chickens and turkeys developed high viremias and shed virus in feces.
Contact birds remained healthy and virus-free. The ARS, Arthropod-Borne Animal
Diseases Research Laboratory (ABADRL), Laramie, Wyoming, has all arthropods vi-
ruses in their research mission. The laboratory is conducting research at the request
of APHIS to develop a WNV vaccine. Current fiscal year 2001 funding is $798,000.

Current status of research on Avian Influenza:

The ARS program on avian influenza is conducted at the Southeast Poultry Re-
search Laboratory (SEPRL) in Athens, Georgia. The program is focused on issues
related to epidemiology, molecular virology, vaccines and pathogenesis of avian in-
fluenza. The United States, Mexican, Hong Kong and Italian virus isolates received
from APHIS are being classified for disease-causing potential at the SEPRL. Sci-
entists at SEPRL are developing and evaluating techniques to predict which mild
forms of virus will change to more deadly virus. ARS is collaborating with private
industry on recombinant and inactivated vaccines and improved diagnostic tests for
avian influenza. ARS is also evaluating new vaccines to protect U.S. poultry from
the threat of Hong Kong H5N1 and other types of avian influenza should they be
introduced to the U.S. Current fiscal year 2001 funding is $1,391,000.

Current status of research on Plum Pox Virus (PPV):

The ARS research program on PPV is focused on improved detection and charac-
terization, virus-vector transmission, and enhancement of germplasm for resistance,
through both biotechnology and conventional breeding techniques. ARS scientists at
Frederick, Maryland, and Kearneysville, West Virginia, are developing this inte-
grated disease management system to support ongoing eradication efforts and to
minimize the impact of the disease. Current fiscal year 2001 funding: $1,232,000.

Current Status of research on Asian Longhorned Beetle (ALB):

ALB systematics and identification keys have been developed by the Systematics
Entomology Laboratory, Beltsville, MD. Two ALB pheromones have been discovered
and are being patented (A347907) by the Chemicals Affecting Insect Behavior Lab-
oratory, Beltsville, MD. Previously, it was not believed that the beetles commu-
nicated by smell. The chemicals will be developed into a trap for monitoring. Re-
searchers at the Beneficial Insects Introduction Research Laboratory, Newark, DE,
have shown that adult beetles disperse nearly one mile each year, rather than 100
yards as previously thought. This information has resulted in a widening of the bee-
tle containment zone by APHIS. Using novel acoustic tools developed at Newark,
DE, researchers were able to detect beetles in living trees in the field. The practi-
cality of using this approach for monitoring is being investigated. Two natural en-
emies of ALB have been discovered in China by researchers at Newark and are
being evaluated as biocontrol agents. Current fiscal year 2001 funding is $821,000.

Current status of research on Wheat Scab:

Improved resistance to Wheat scab, (Fusarium head blight), is being developed at
the ARS Cereal Disease Laboratory at St. Paul, Minnesota. Research at Peoria, Illi-
nois is being conducted to determine the genetics of toxin biosynthesis and genetic
variability in the pathogen is being studied at ARS locations in Fargo, North Dakota
and Albany, California. ARS researchers in Raleigh, North Carolina and Beltsville,
Maryland are improving disease control strategies and researchers at Madison, Wis-
consin are examining the effects of the disease on nutrient and seed quality. Finally,
ARS participates in the U.S. Wheat and Barley Scab Initiative which is a consor-
tium of Federal, state, and private researchers, growers, and others concerned about
the losses caused by scab in wheat and barley. The research initiative focuses on
six distinct program areas: Variety development and coordinated screening nurs-
eries; Epidemiology (how scab develops, spreads) and disease management; Food
safety, toxicology, and utilization; Biotechnology; Chemical and biological control,
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and Germplasm introduction and evaluation. Researchers from 22 states and 6 loca-
tions within ARS are involved. Current fiscal year 2001 funding for all wheat scab
research is $8,818,600.

Question. Describe for the Committee the status and corresponding funding for
these projects carried out by APHIS. To what extent does APHIS carry out methods
development and scientific services for these projects.

Answer. The APHIS Plant Methods Development program provides advanced sci-
entific and technological capabilities to protect and improve U.S. agriculture. Meth-
ods development supports APHIS programs by optimizing existing pest management
practices and by developing new technologies for pest exclusion, detection, survey,
and management. This is accomplished by evaluating biocontrol organisms, evalu-
ating new biological and chemical materials, adapting or inventing equipment, pro-
viding technical consultation and training, collecting and disseminating pertinent
information, and integrating technological advancements into integrated pest man-
agement systems. APHIS conducts cooperative programs with State and local agen-
cies and organizations to control or eradicate plant pests and diseases, and to con-
trol or eradicate animal diseases.

The Agricultural Research Service (ARS) is the principal research agency of the
Department of Agriculture charged with conducting research to expand the knowl-
edge and technology necessary to maintain and increase the productivity and qual-
ity of crop plants, and animals, and animal products. ARS provides research on
broad regional and national problems; research to support Federal action and regu-
latory agencies; and expertise to meet national emergencies. ARS conducts research
to find ways to protect plants from diseases, insects, and weeds. ARS also conducts
research to assure the quality and safety of animal products used as food for hu-
mans; and research to reduce losses due to pathogens, diseases, parasites, and in-
sect pests.

The citrus canker methods development APHIS has funded thus far is still in its
early stages and has not yielded any significant results.

In regard to citrus tristeza, APHIS has worked on the control of brown citrus
aphid, the vector for this disease. APHIS supported some studies in Florida with
pathogens that can be applied in a manner similar to an insecticide spray. Also,
APHIS funded a small ($50,000) cooperative agreement with the University of Flor-
ida to learn more about the vector. APHIS has only recently begun to work on
Pierce’s Disease and its vector, the Glassy-winged Sharpshooter (GWSS) in Cali-
fornia. APHIS has teamed up with both the private sector and the Agricultural Re-
search Service to look at ways of identifying this disease more quickly for the grow-
ers. Also, APHIS has also begun to seek ways to separate the pathotype that attacks
grapes from the one that attacks citrus, almonds and oleanders. Additionally,
APHIS is working on developing the use of airborne spectral analysis systems to de-
tect this disease early in the disease cycle before it becomes a source of inoculum
for other vines. This work is being funded by approximately $250,000 for APHIS.
In addition, APHIS provided ARS with $150,000 for their work in this area, and
the one private group is willing to work with APHIS for now at no cost to the Gov-
ernment. APHIS also awarded approximately $5.2 million to universities in Cali-
fornia through a competitive grant process.

In fiscal year 2000, APHIS spent approximately $1 million on methods develop-
ment to address Plum Pox Virus (PPV). APHIS gathered preliminary data on popu-
lation dynamics and seasonal distribution of aphid species in infected orchards in
Pennsylvania. Also, APHIS determined that none of the weed species in the heavily
infected orchards carry the virus. In addition, APHIS determined the incidence of
PPV within infected orchards through an intensive survey and this helped us tailor
our survey plan in Pennsylvania and nationally. Our data also indicates that the
mild D Strain of PPV is the only strain involved in this infestation. APHIS is coordi-
nating with the Agricultural Research Service to determine future plum pox meth-
ods development and research needs. APHIS anticipates continuing to conduct con-
firmatory tests for new finds; typing the finds to strain, and acting as a back-up
to the State-run labs; establishing laboratory testing standard operating procedures
and quality control protocols; evaluating known foreign strains to determine strain
differences which may determine the infection pathway into the United States; and
ensuring State laboratories conducting routine PPV diagnostic tests meet estab-
lished quality control standards. Laboratory testing for PPV identification is a cru-
cial element in the survey program because infected plant material cannot be reli-
ably identified based on visual symptoms.

APHIS recently allotted $1.6 million to the Forest Service for Asian Longhorned
Beetle. This funding will support continued ALB research conducted by the U.S.
Forest Service on attractant activity; detection technology detection technology, in-
cluding the development of acoustical detection tools; DNA characterization of ALB
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populations and biotypes; development and evaluation of control technologies, in-
cluding new research to develop biologically-based control technologies (field testing
of four species of nematodes, microsporidia and Bt biopesticide); methods and proto-
cols for monitoring ALB in the urban-wildland interface; improved rearing methods
for quarantine populations; continued development and evaluation of trap designs;
and, new studies to understand dispersal and life history in natural forests. Forest
Service research is conducted in quarantine and in China, and in collaboration with
the Agricultural Research Service, APHIS methods development, and U.S. and Chi-
nese university scientists. This research will not yield any meaningful results until
perhaps fiscal year 2003. APHIS does not fund any research projects on Wheat
Scab.

While APHIS does not fund any research projects on Avian Newcastle disease,
Johne’s disease, African Swine Fever, West Nile Virus (WNV), or Avian Influenza
(AI), its National Veterinary Services Laboratories (NVSL) in Ames, Iowa, does con-
duct diagnostic testing on sample submissions through routine monitoring and sur-
veillance. In fiscal year 2000, APHIS used $375,000 in contingency funds to test
serum and tissue samples at NVSL from approximately 440 clinically-ill equine in
30 different states for WNV. In fiscal year 2001, APHIS will use $400,000 for this
same purpose. In addition, APHIS tested 1,457 specimens from live-bird markets in
the Northeastern United States for AI. The Agency isolated Al subtype H7N2 from
1 of the 439 specimens from New Jersey and 104 of the 900 specimens from New
York. Specimens from Connecticut (16), Massachusetts (76), New Hampshire (2),
and Rhode Island (24) were negative for AI. In fiscal year 2000, APHIS spent
$100,000 to support bovine tuberculosis research activities. APHIS provided these
funds to Michigan State University to study the transmission of tuberculosis in
Michigan’s free ranging white-tailed deer population. In fiscal year 2001, APHIS re-
ceived $53 million from the Commodity Credit Corporation to accelerate the eradi-
cation of bovine tuberculosis. Another $7 million was received from the fiscal year
2001 Miscellaneous Appropriations Act. Of this $60 million, close to $200,000 will
be spent on evaluating promising field diagnostic tests such as skin testing and
$165,000 will be spent on evaluating promising vaccines.

Question. Please describe for the Committee the beginning point in which methods
development or technical services aspects of the APHIS mission occurs for these
projects?

Answer. APHIS is subject to the Federal appropriations process, and must there-
fore identify its methods development needs approximately 2 years before the funds
are made available. The “beginning point” from a functional perspective is when
APHIS identifies a programmatic need in an activity, such as domestic, inter-
national, or port operations, APHIS’ first look at available technologies, contact ex-
perts and researchers (internationally as well as scientists within this country, in-
cluding the Agricultural Research Service) in the subject area, and determine
whether solutions can be implemented to preclude the entry of pests or diseases,
to detect and to identify new ones or those of programmatic significance, and to
eradicate or suppress them where they occur. In some cases, if technology is avail-
able but merely needs to be slightly adapted for implementation, then APHIS may
commit the necessary resources to do so. If the programmatic needs are such that
immediate solutions can not reasonably be implemented with minor modification of
a technology, or the scope is such that APHIS does not have adequate resources to
address the issue, then APHIS would attempt to communicate these more “long-
term” research needs to our sister agencies and researchers both within the United
States and abroad.

NATIONAL PLANT GERMPLASM SYSTEM (NPGS)

Question. Last year, the Department stated that a static budget for the National
Plant Germplasm System (NPGS) would have severe programmatic ramifications
throughout the NPGS. Did the USDA request an increase for the NPGS for fiscal
year 2002 in its request to OMB and, if so, how much did the USDA request for
fiscal year 2002?

Answer. Because of the change in Administration, the sequence of events used to
develop the fiscal year 2002 budget was somewhat different from the usual process.
Without a full complement of policy-level officials, much of the budget was devel-
oped through negotiations directly between the Secretary and the Office of Manage-
ment and Budget. Much of this abbreviated budget development process took place
during the weeks between inauguration and the release of the President’s budget
blueprint on February 28, 2001. As a result, there is not a set of formal agency and
Department-level proposals.
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Question. Last week, the USDA Advisory Committee on Agricultural Bio-
technology agreed to recommend that funding be doubled for the National Plant
Germplasm System (NPGS). What steps will you take to implement this rec-
ommendation?

Answer. The recent recommendations of the USDA Advisory Committee on Agri-
cultural Biotechnology (ACAB), together with the Administration’s strategic plans
and budgetary targets, and input from other customers, cooperators, and stake-
holders will be taken into account when formulating the Agency’s fiscal year 2003
budget request. The Agency will continue to provide requested information to the
ACAB regarding the NPGS’s status. The Secretary will review the agency’s request
in the overall context of priorities for all of the Department’s missions.

Question. Traditionally, the NPGS has supported food, feed, and fiber security in
the U.S. Today, we have the most stable food supply in the world. Why is the NPGS
important and what is the cost to the Nation of not supporting the NPGS to the
extent requested by the ARS?

Answer. Genetic raw materials, water, air, soil, sunlight, and management prac-
tices comprise the agricultural production system that sustains humanity, and cur-
rently provides the United States with an affordable, highly diverse, and nutritious
diet. Although the U.S. today has perhaps the most stable food supply in the world,
its systems of renewable resource production and land stewardship face formidable
challenges in the new millennium. Among the most exacting challenges is success-
fully adapting to the accelerating rates of change in factors affecting agricultural
productivity. Climatic extremes may now occur more frequently due to human ac-
tivities. Water and soils are being depleted more rapidly. As global agricultural pro-
duction incorporates more fertilizers, herbicides, or pesticides, water and soils are
also increasingly threatened by pollution. Unless new technologies, including new
crop varieties derived from germplasm in the NPGS, are developed and utilized, the
costs to the Nation may be environmental deterioration that threatens agricultural
production. In addition, regulations and other proposed remedies for those phe-
nomena that may rapidly complicate resource management, food and fiber produc-
tion, and processing will be other costs. Environmental deterioration and the pre-
ceding complications, in turn, may result in more rapidly increasing prices paid by
consumers, more volatile commercial markets, reduced profits for producers, and a
narrower competitive edge for U.S. products in world markets. More costly food may
result in less nutritious diets for the poor.

Globally, natural plant communities and landscapes that contain potentially use-
ful plants are disappearing. Burgeoning human populations worldwide are increas-
ingly urban, with cities now occupying ever more hectares of formerly productive ag-
ricultural land. As a result, rates of agricultural productivity can be raised only if
the remaining land under cultivation yields more agricultural production. New,
more intensive production practices implemented throughout the Nation (e.g., high-
er density plantings, reduced tillage and chemical inputs) place new demands on
crops. Formerly minor pathogens are now economically important because of chang-
ing production practices. New, more virulent genetic variants of already important
pathogens and pests are cause for grave concern. These provide an impetus for as-
saying NPGS germplasm for new sources of host-plant resistance. Furthermore, eco-
nomic constraints to agricultural profitability underscore the immediate need for
value-added and alternative crops for increasing the monetary return to producers
(especially in rural areas), and for efficiently diversifying the productive capacity of
U.S. agriculture. The NPGS will likely be the sources for such new crops.

The rapid destruction of natural habitats and agricultural productive capacity
may be most extreme in the developing countries, where a wealth of genetic re-
sources vital to U.S. agriculture is endangered. Essentially all the major crops we
grow and use originated there. Consequently, the stability of U.S. agriculture is
based primarily on crops that were imported long ago and on their continual genetic
improvement via more recently acquired genes conserved in the NPGS collections.
The cost to the Nation of not adequately supporting the NPGS may be extinction
of these resources, or inaccessibility caused by lack of operating funds. That may
increase the genetic vulnerability of agriculture to rapidly evolving pests, pathogens,
environmental changes, and to competitive market demands, which change contin-
ually and rapidly according to consumer preferences and advances in processing
technology. The demands placed on U.S. agriculture by a rapidly changing world
can only be met by technologies that optimally harness the inherent genetic poten-
tial of NPGS germplasm so as to maximize profits, security of supply, price stability,
market competitiveness, and avoid crop losses from genetic vulnerability. More
rapid and efficient methods for identifying useful properties of germplasm, and for
manipulating genetic and genomic material and information, are required. These
new methods will include more effective breeding strategies and more comprehen-
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sive knowledge of crop genomic structures. The new scientific approaches of
genomics and biotechnology, when applied to NPGS germplasm, are critical for de-
veloping improved crops that enable producers to maximize yields of high-quality
products, but minimize chemical input, water and soil depletion, water and soil con-
tamination, as well as production costs.

Paradoxically, sole reliance on the preceding methods of genetic improvement may
lead to superior but excessively narrow genetic bases for crop gene pools. As a re-
sult, the Nation’s future food, fiber, feed, ornamental, and industrial product supply
may become more vulnerable to rapidly changing pathogens, pests, or environ-
mental extremes. It may be less abundant, nutritious, and diverse, hence less capa-
ble of adapting to changing regulatory concerns or to global change in climates and
commercial markets. The cost to the Nation of such developments would be cata-
strophic. Adequate funding is needed for the NPGS in order to ensure that acces-
sions are available for distribution, and that essential germplasm acquisition, main-
tenance and regeneration, preservation and conservation, and characterization and
evaluation activities are carried out. Consequently, the NPGS, which furnishes the
means for broadening crop genepools, is crucial to developing safer, more secure,
and more efficient agricultural systems. Its genetic resources are literally the basis
of U.S. agriculture.

Question. For fiscal year 2000 and fiscal year 2001, the agricultural appropria-
tions bills provided increases for the NPGS of $1.75 million and $3 million, respec-
tively. Please provide the subcommittee with a detailed list, by NPGS site, of where
the additional funds were spent, for what purposes the funds were used, and wheth-
er the additional funds were critical for maintaining or improving the program level
at the particular site.

Answer.

Fiscal year 2000 ($1.75 million gross allocation).

Albany, CA: ($250,000 gross).—This funding increase enabled a scientist and sup-
port staff to be hired to characterize, with leading-edge genomic approaches, small
grains (wheat, rye, and barley) genetic resources. The research will also help de-
velop more effective and efficient genetic markers to facilitate small grains agro-
nomic evaluation and breeding. Furthermore, it will expand bioinformatics/database
development and refinement efforts for linking the GrainGenes genome database
more closely to small grains germplasm databases such as the Germplasm Re-
sources Information Network (GRIN) in the U.S. and the International Center for
Maize (Corn) and Wheat Research (CIMMYT) wheat database system. The addi-
tional resources are crucial for enabling the NPGS to intensify its program of ge-
netic and genomic characterization of small grains germplasm with leading-edge
tools }a;nd technologies, such as nucleotide sequencing and comparative genomic ap-
proaches.

Ft. Collins, CO: ($250,000 gross).—The funding increase enabled one research sci-
entist and one support scientist to be hired to develop and apply long-term preserva-
tion protocols for clonal and desiccation-resistant seed germplasm. The budgetary
increase was crucial for supporting research wherein “stress” genes in blackberry
were isolated; mechanisms whereby cells of mint adapt to ultra-cold temperatures
were elucidated, and which resulted in new methods for long-term preservation of
garlic bulbs and embryos of citrus, coffee and wild rice. A technician was hired to
strengthen the clonal preservation operations and additional part-time staff were
hired for seed quality evaluation. The technician was important for increasing the
National Seed Storage Laboratory’s (NSSL’s) capacity to store clonal germplasm
over the long-term, for a few species, and the additional temporary staff increased
the efficiency for storage of seed.

Ames, IA: ($250,000 gross).—Prior to the fiscal year 2000 increase, the NPGS site
at Ames, IA, required funds to maintain the then current operations and staffing
levels, due primarily to increased personnel and operating costs. The budget in-
crease in fiscal year 2000 supported two additional temporary Federal support staff,
two additional student support staff, purchased much-needed equipment, and cov-
ered wage and benefit increases for that year.

Columbia, MO: ($250,000 gross).—For maize (corn) germplasm, characterization,
evaluation, and enhancement of the large NPGS collection of this crop are priority
needs. The fiscal year 2000 funding increase expands efforts to evaluate and charac-
terize poorly-studied NPGS maize germplasm for genes conditioning adaptation,
productivity, and host-plant resistance to major pathogens and pests of maize. The
new funds enable researchers to employ up-to-date genetic/genomic technology to de-
tect latent genetic diversity in maize, and to develop genetic markers closely associ-
ated with agriculturally-important traits, so that the markers can facilitate incorpo-
ration of such traits into adapted germplasm. Together with cooperators throughout
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the U.S., scientists in Columbia are conducting one component of the GEM Project,
which is genetically enhancing public maize germplasm by incorporating genetic di-
versity from unadapted germplasm for productivity, quality, and resistance to biotic
and abiotic stresses. Finally, these funds are supporting a collaborative effort among
personnel at Columbia, MO, Ames, IA, and elsewhere to link the MaizeDB database
more closely to maize germplasm databases such as the NPGS-wide GRIN database
and the System-wide Information Network for Genetic Resources (SINGER) data-
bases for the international agricultural research centers, especially the CIMMYT
maize database.

Beltsville, MD: ($250,000 gross).—This increase enabled the NPGS’s database sys-
tem GRIN (Germplasm Resources Information Network) to retain the requisite
staffing level, to purchase maintenance agreements for the GRIN’s hardware and
software, and to fund critical operating expenses. Had these funds been unavailable,
three permanent staff members may have been terminated and software and hard-
ware maintenance may have been deferred.

Ithaca/Geneva, NY: ($250,000 gross).—The budgetary increase was partially de-
voted to hiring a molecular biologist and a laboratory technician to develop DNA
technologies to more efficiently and effectively preserve tomato, onion, cole crops,
winter squash, and buckwheat germplasm. The remaining funds were applied to up-
dating aging seed production equipment and facilities, and to upgrading computer
software and hardware for seed germplasm data management capabilities. The
budget increase was essential for preserving and improving the quality of the seed
germplasm collection at this site so that it began to approach international stand-
ards for viability, phytosanitation, and availability.

Pullman, WA: (§)250,000 gross).—This budget increase was partially devoted to es-
tablishing a new greenhouse manager position that is very important for enhancing
operational efficiency. Also, a research geneticist was hired to expand genetic mark-
er and comparative genomic characterization for cool season legumes, dry beans,
beets, forage legumes and grasses, etc. The additional funds were integral for devel-
oping, maintaining, and enhancing genetic marker and genomic data management
and bioinformatic capabilities by enabling continual upgrading (both technical, and
in terms of additional data) of software and hardware, for germplasm data manage-
ment.

Fiscal year 2001 ($2,993,400 gross):

Phoenix, AZ: ($149,600 gross).—The fiscal year 2001 budget increase was critical
for expanding germplasm evaluation or characterization research to identify or char-
acterize new sources of agronomically important traits in Pima cotton, and for the
new crops guayule (source of hypoallergenic rubber), and Lesquerella (new oilseed
crop). The additional funds are enhancing this site’s capabilities to regenerate, store,
and/or maintain guayule and Lesquerella germplasm so that more is available to
researchers and breeders. New cotton, guayule, and Lesquerella germplasm will be
acquired to replenish current supplies, or to fill genetic gaps in the collection.

Davis, CA: ($199,600 gross).—Because of long deferred repair and maintenance of
facilities, vehicles, and implements due to many years of fiscal deficits, the fiscal
year 2001 increase was applied mainly to renovating and repairing basic infrastruc-
ture at this site. One temporary technical staff was hired for orchard maintenance,
where personnel are still needed. Next year, the infrastructure renovation should
be complete, and the new funds will be applied to characterizing germplasm. Cur-
rently, only the walnut and fig collections are well-described. Without such genetic
descriptions and characterizations, germplasm users lack the means for efficiently
selecting material for their purposes. The fiscal year 2001 funds will be critical for
hiring a scientist specializing in germplasm characterization to generate data cru-
cial for efficient management and use of germplasm, so that potential users have
descriptive data available to select material with certain characteristics, rather than
to pick, almost randomly, from names on a list, without recourse to additional infor-
mation.

Riverside, CA: ($199,600 gross).—The new funds enabled the recruitment of a
plant pathologist to increase the amount of pathogen testing and elimination in cit-
rus (orange, lemon, lime, grapefruit and related species), thereby addressing the
critical need to increase the amount of germplasm available to breeders and re-
searchers, as well as increasing the germplasm that this site could acquire.

Ft. Collins, CO: ($199,600 gross).—The fiscal year 2001 increase enabled hiring
of a support scientist and technician. The support scientist serves as an instrumen-
tation specialist for the entire NSSL research effort, enabling research integration
that has facilitated study of the effects of provenance on propagule quality, the re-
sults of which may lead to more consistent survival of seeds following ultracold stor-
age. The technician helped establish gene expression analysis and cloning, impor-
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tant molecular approaches for studying plant acclimation to drought and cold. The
fiscal year 2001 funds will add another scientist to the clonal plant preservation pro-
gram to help adapt and modify protocols for preserving vegetatively propagated
plant germplasm, thereby enabling the ultracold storage of a variety of clonal crop
germplasm.

Washington, D.C.: ($149,600 gross).—The fiscal year 2001 budget increase has ex-
panded the volume of woody ornamental germplasm accessions actively managed,
which will make more germplasm available to the scientific community. It has pro-
vided funding critical for expanding the current effort to coordinate the North Amer-
ican Plant Collections Consortium (NAPCC), and enabled stronger linkage between
the former and the U.S. National Arboretum’s woody germplasm management ef-
fort. The additional funds have expanded efforts to modify current protocols or de-
velop new methods for optimal woody ornamental germplasm management, includ-
ing new molecular marker assay systems, and have expanded the scope and volume
of data and information management activities.

Griffin, GA: ($299,300 gross).—The fiscal year 2001 funds were critical for ex-
panding the volume of germplasm accessions available to the scientific community,
developing new methods for optimal germplasm management, and expanding the
data management program. Operating funds for each germplasm curator were quad-
rupled, enabling an increase in the amount of germplasm regenerated and otherwise
managed. A germination technician is being hired to conduct germinations needed
to set accurate regeneration priorities and provide users with higher quality seed.
A retired agronomist’s position was re-filled, which bolstered management of the
warm-season forage and turf grass national collection. Temporary summer help will
handle the increased amount of germplasm regenerated. Without the additional
funds, regenerations would have been severely reduced or eliminated because there
would have been no labor to plant, manage, harvest, and thresh seed from regen-
erated accessions. The new program for seed germination program and quality
would not exist. The curatorial staff would have been insufficient to handle the
workload.

Ames, IA: ($239,500 gross).—The fiscal year 2001 funding increase provided addi-
tional seed storage, seed processing, lab equipment, and office resources for inte-
grating the Genetic Enhancement of Maize (GEM) Project into this site’s overall
operational framework. The new funds were critical for hiring an additional tem-
porary Federal employee and additional student labor. It funded normal wage and
benefit increases, and covered a 50 percent increase in energy costs. These funds
were critical for building capacity to increase germplasm regeneration, evaluation,
characterization, and distribution efforts.

Aberdeen, ID: ($219,500 gross).—Many of the new funds purchased critical equip-
ment (e.g., planter and thresher) and supplies critical for germplasm management.
Four full-time Federal technical positions will strengthen operations at this wheat,
barley, oats, and rice germplasm site. All of the preceding progress was dependent
on the new funds.

Urbana, IL: ($199,600 gross).—The new funds enabled the soybean germplasm
program to buy a new high purity seed thresher and a new vehicle for field work.
Additional temporary personnel were hired to assist in processing seeds, and a new
permanent technician position was established. Before the fiscal year 2001 increase,
the entire budget was devoted to salaries and utilities; the increase was critical for
providing an operating budget for germplasm management and research.

Ithaca/Geneva, NY: ($124,800 gross.—Note that this location received an addi-
tional $249,600 gross for germplasm management via a separate fiscal year 2001
budget line) Some of the budgetary increase was devoted to hiring a permanent field
technician and part-time field assistance, leasing beehives for controlled pollination,
and to DNA technology development. The new resources helped the genebank ap-
proach the international standards for seed viability testing, whereby all seed lots
have known germination rates and procedures have been established for deter-
mining viability as a normal part of the management process. Furthermore, the
amount of germplasm available to the scientific community has increased, as has
the volume of associated characterization and evaluation data. Scientists and techni-
cians were hired to amplify the apple, grape, and tart cherry germplasm manage-
ment effort, and to develop and deploy DNA markers to assess genetic diversity in
fruit germplasm.

Corvallis, OR: ($219,500 gross).—Many of the new funds will support temporary
technical personnel to assist in the field and greenhouse management of strawberry
and other berry and nut germplasm. Additional funds will expand the critical effort
to evaluate small fruit and mint germplasm for horticultural merit. The remainder
of the increase will bolster budgets for travel, staff training, supplies, equipment,
utilities, and maintenance. This funding increase was critical to maintaining oper-
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ational capacity of this genebank. Without this increase, key permanent positions
would have been terminated, because of the budgetary impact of this year’s in-
creased energy and fuel costs.

Charleston, SC: ($149,600 gross).—The fiscal year 2001 increase to the U.S. Vege-
table Laboratory expanded germplasm evaluation research on sweet potato, cole
crops, melons, peppers, and southern peas. This research is identifying or character-
izing new sources of horticulturally important traits. Whenever possible, these or
previously identified priority traits are being incorporated into enhanced breeding
lines of the preceding crops, so as to make superior, better-documented germplasm
accessions available to breeders and plant scientists.

College Station, TX: ($249,500 gross).—Funds will initially be used to expand
greenhouse space, and to expand germplasm regeneration and characterization ef-
forts. The increase enabled the continued employment of a staff member who was
scheduled to be terminated in April 2001, due to lack of funds. The pecan orchards
could be fertilized this year, greatly aiding trees that were unfertilized last year and
stressed by last year’s drought. Top priorities are hiring seasonal help at two work-
sites (Brownwood and College Station, TX) and buying equipment key for more effi-
cient operations. The pecan/hickory orchards are not irrigated, and acquiring a reli-
able irrigation system is critical for the long-term security of the collection.

Pullman, WA: ($244,500 gross).—The funds devoted to Pullman and a worksite at
Prosser covered additional personnel costs and general operations support that is
crucial for both germplasm maintenance and research.

Madison /Sturgeon Bay, WI: ($149,600 gross).—Most of the new funds were de-
voted to hiring additional personnel, buying needed equipment, and conducting long-
deferred facility upgrades. A scientist is being recruited to manage research and
evaluation projects, and part-time labor is being hired to conduct additional genetic
analyses, seed increases, etc., for the national potato germplasm collection. The new
funds were critical for remodeling and outfitting this site’s laboratory to conduct mo-
lecular marker analyses, enabling more rapid progress assessing the optimal
genebank management practices for maximizing the capture and preservation of ge-
netic diversity.

Question. It is our understanding that many sites are unable to fill positions of
persons who have retired because of the lack of funding necessary to meet cost of
living increases, escalating energy costs, and maintenance of NPGS facilities. Please
provide the subcommittee with a list by site of positions terminated within the past
two fiscal years and that will be terminated during fiscal year 2002 unless the site
receives an increase in funding.

Answer. Permanent positions at NPGS sites have been abolished not only after
incumbents retire, but also after they leave voluntarily to take other jobs, etc. Fur-
thermore, to manage increasing costs with a static budget, many site managers ex-
ercise fiscal prudence by hiring temporary rather than permanent staff to provide
the budgetary flexibility needed. But offering temporary rather than permanent ap-
pointments makes recruitment of high-quality staff difficult.

Davis, CA.—Because of the current level of financial support for this site, and un-
certain future energy prices, fiscal prudence dictated that a new technician position
be a temporary, rather than permanent appointment, so as to provide budgetary
flexibility to redirect resources to maintaining living collections that require con-
stant maintenance.

Riverside CA.—One technician position was terminated in fiscal year 2000 when
the incumbent transferred. Unencumbered funds were used to renovate and upgrade
a high-volume air-conditioning system. With the fiscal year 2001 increase, the tech-
nician position may be re-established, but probably as a temporary appointment, so
as to conserve funds to cover substantially higher energy costs, inflation and cost-
of-living increases.

Ft. Collins, CO.—Following the retirement of one incumbent, one research sci-
entist position was terminated this fiscal year, leaving a void in this site’s capability
to conduct research on seed physiology and molecular biology relevant to more than
90 percent of the NPGS collection. Without funding increases in fiscal year 2002,
increased operating expenses will necessitate abolishing one technician position,
four temporary student positions, and one visiting scholar position. Loss of those po-
sitions will impede critical research on cryopreservation, and on other innovative,
more efficient means for conserving germplasm.

Griffin, GA.—During the past two fiscal years, five temporary technical positions
were terminated and three permanent positions were hired in replacement. Unless
another budget increase occurs in fiscal year 2002, fewer temporary workers will be
hired, reducing the number of germplasm samples that can be regenerated, and the
scope of laboratory operations.
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Hilo, HI.—One permanent technical position was terminated when the incumbent
transferred. Because of funding constraints, only two %% time, temporary technicians
could be hired in replacement, which does not satisfy the ongoing need for two addi-
tional, permanent technical assistance positions to address key, core managerial
functions.

Ames, IA.—Following retirement of a research entomologist in fiscal year 2001,
funds encumbered by that position were devoted to support a new breeder/coordi-
nator position for the Genetic Enhancement of Maize (GEM) program. If the GEM
receives no new resources in fiscal year 2002, either the research entomologist posi-
tion will not be re-established, or the new breeder/coordinator position will go un-
filled. If no additional resources are not forthcoming, two or three temporary tech-
nical support positions would be terminated each year for the foreseeable future,
and germplasm management operations would diminish. There would be little or no
opportunity to adopt new technologies, such as geographical information systems
(GIS) information systems and molecular markers to germplasm management.

Corvallis, OR.—One graduate research assistant position and one temporary tech-
nical assistant position were terminated during the past two fiscal years, because
of lack of fiscal resources. Without an additional base fund increase, a permanent
field manager position may be eliminated during fiscal year 2002.

Mayagiiez, PR.—After retirements during the past two fiscal years, two adminis-
trative positions were terminated so as to meet increased indirect research costs.

College Station, TX.—Retirement of a technician in fiscal year 2000 caused per-
sonnel reassignments, with the net loss of an employee to the pecan germplasm
management program. The impending termination of a full-time non-Federal em-
ployee was at least temporarily avoided by the fiscal year 2001 budget increase, but
it may be threatened if no budget increase occurs in fiscal year 2002. The cotton
germplasm program anticipates retirements of four support staff by 2002; with cur-
rent budget levels, some of the former positions would be terminated.

Question. Have the escalating energy costs had an effect on the ability of the
NPGS sites to maintain their program effort?

Answer. The effects of escalating energy costs on NPGS sites are highly variable
throughout the U.S. Some effects have been direct, e.g., higher costs for running
cold rooms, natural gas for drying harvested crops, and fuel for gasoline/diesel-pow-
ered machinery. The effects have also been indirect, e.g., higher costs for goods and
services due to increased energy prices. Most of these items are essential so higher
costs divert funds from other uses, e.g., research, non-essential maintenance, etc.

The NPGS sites in California have been affected the most severely; average cost
increases for electricity of nearly 50 percent are forecast for the next year. At Davis,
CA, cost estimates for goods and services procured locally have increased more than
10 percent in the last three months. At the NPGS sites in Riverside, CA, and
Parlier, CA, the more immediate threats are not increased power costs but, rather,
power outages. Parlier is suffering from “rolling blackouts”, which affect computer
use, and reduce the effectiveness of climate control in growth chambers, refrig-
erators and freezers. Without power to run the greenhouse cooling system at River-
side, high temperatures might kill citrus trees, and months of pathogen testing
might be lost because some assays require consistently cool temperatures. Loss of
power might also destroy DNA samples and expensive chemicals stored in refrig-
erators and freezers. Should power costs in CA continue to increase substantially,
fewer funds would be available to hire temporary employees and for operations, with
the result that germplasm management efforts would diminish.

The NPGS site at Mayagtiez, PR, has suffered a 57 percent increase in electricity
costs during the last few months. These costs are projected to continue for the fore-
seeable future. As a result, planned purchases of farm equipment may be postponed,
and fewer temporary field laborers may be hired, thereby slowing the rate of
progress with key managerial tasks.

Similarly, the NPGS site at Urbana, IL, is planning for a 55 percent increase in
energy costs for the coming fiscal year by altering plans for future operations. With-
out the fiscal year 2001 budget increase, no funds would have been available to pay
for the increased cost of running the germplasm storage building.

Energy costs have increased at the Ames, IA, site 50 percent so far during fiscal
year 2001, due to rising fuel, fertilizer, utility, transportation, and plastic products
costs. When electricity rates are re-negotiated later this year, utility costs may dou-
ble, necessitating redirection of funds.

Energy surcharges for transportation of goods and materials, plus direct increases
in gasoline, propane, electricity, travel, and postal costs have occurred at the NPGS
site at Corvallis, OR. The energy rates are forecast to double next year, necessi-
tating that funds must be diverted from performing non-essential maintenance to
pay for the forecast increased utility costs.
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Utility costs comprise much of the cost of running the National Seed Storage Lab-
oratory at Ft. Collins, CO. Actual usage of steam and water for the first six months
of fiscal year 2001 indicates that the costs of these utilities will double, thereby re-
ducing the amount of funds available for other operating expenses, temporary re-
search appointments, etc.

At College Station, TX, the cost of operating greenhouse and cold rooms for cotton
may rise by up to 100 percent, but cost estimates are still preliminary. Energy costs
this year for the pecan program have increased 46 percent. To reduce energy costs,
more plants have been transferred from greenhouses to the field, with a concomitant
increase in plant mortality. This increased cost is met from the operating budget,
reducing the amount of maintenance that can be conducted on facilities and equip-
ment, and the amount of additional summer labor that can be hired.

Question. Do you have materials in the NPGS that are at risk for loss? If we lose
germplasm due to the lack of regeneration, is it always possible to replace it? What
percentage of NPGS germplasm is not in long-term, back-up storage?

Answer. Duplicate germplasm samples and duplicate copies of databases main-
tained in at least two physically-separate locations represent perhaps the most effec-
tive safeguards against the risk of catastrophic loss from weather-related causes,
other natural phenomena, equipment failure, and human activity, be it intentional
or unintentional.

It is not always possible to replace germplasm samples that are lost due to lack
of regeneration when they are not duplicated within the NPGS, obtainable from
other germplasm collections or genebanks within the U.S. or internationally, cur-
rently grown by farmers or produced by seed companies or nurseries, or if they are
extinct in nature, as is the case with some wild species. Some of the genetic compo-
nents of the “lost samples” may be conserved in other, genetically closely-related
samples. But the degree of genetic redundancy between such samples may be quite
variable and unpredictable. Consequently, germplasm managers in general do not
assume that genetically closely-related samples necessarily contain precisely the
same genetic components of the “lost samples,” some of which may be key to current
and future genetic improvement crops.

At present, ca. 20 percent of the seed samples and ca. 86 percent of the clonally-
propagated samples in the NPGS collection of 430,000 samples are not duplicated
in long-term storage, and consequently, are at a higher risk of catastrophic loss than
are the duplicated samples. Some of the samples that are not duplicated within the
NPGS are duplicated in other nations (e.g., the NPGS pineapple collection is dupli-
cated in Martinique) or at International Agricultural Research Centers (IARCs).
But, with increasing fiscal shortfalls at other institutions, the NPGS cannot assume
that duplicates of “lost” germplasm can be readily obtained elsewhere.

As the preceding data indicate, the risk is greatest for clonally-propagated
germplasm. With many clonal crops, long-term “backup” methods (e.g.,
cryopreservation) do not exist; more funds are needed for NPGS researchers to de-
velop this technology.

Germplasm may also be at risk from slower, more insidious processes such as
gradual loss of viability, loss of genetic integrity, infectious disease, etc., that dete-
riorate the quality of germplasm and associated data.

Question. What percentage of accessions is unavailable for distribution and why
are they unavailable?

Answer. For the NPGS as a whole, approximately 15.5 percent of the nearly
436,000 total accessions is unavailable for distribution. Notably, the percentage of
accessions unavailable varies widely across the different crops and sites of the
NPGS (see table below). For example, nearly all of the pecan accessions at the
Brownwood/College Station site are available for distribution, whereas in contrast
nearly all citrus accessions are not currently available.

For the most part, the accessions are unavailable because they consist of too few
seeds or plants, and/or because of uncertain viability and disease status. Lack of
personnel and operating funds for standard seed and clonal increases, for special
propagation techniques (e.g., tissue culture), and insufficient field and greenhouse
space are the most common causes for such unavailability. Many of the unavailable
accessions are wild species; they often require scarce greenhouse space for seed in-
crease, prohibitively expensive special techniques for propagation, or funds for re-
search to develop such techniques.

Some discussion of certain figures listed below is warranted. The unavailable
maize genetic stocks in Urbana are primarily newly received materials, many from
NSF-funded plant genome projects, that require seed increase before sufficient
quantities are available for distribution to users. The many unavailable citrus acces-
sions are largely result from their uncertain disease status; quarantine restrictions
for citrus are manifold. Transport of citrus across state lines is highly regulated,
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and until funds are available for disease indexing, most of the accessions cannot be

transported to researchers in Florida, Texas, etc. In crops other than citrus, quar-

antine restrictions also contribute to germplasm being unavailable for distribution.

The percentage of accessions unavailable for regeneration is provided for the record.
[The information follows:]

Percent unavailable

Selected NPGS site accessions
Brownwood/College Station, TX (PECAN) .....ccceeeevrreeeiireeeiieeeeieeeeieeeeeereee s >1
Davis, CA (tomato) .......ccceevvvveeeeeeeinnnnnns . 3.1
Sturgeon Bay/Madison, WI (potatoes) . 5
Hilo, HI (tropical fruits) ......cccceceeennee 5
Aberdeen, ID (small grains) ............cc...... 8
Pullman, WA (plant introduction station) . 10
Griffin, GA (plant introduction station) . 15

Davis, CA (fruit and nut, clonal) ............ . 22
Geneva, NY (plant introduction station) .

Urbana, IL (maize genetic stock) ..... .
Riverside, CA (CIEITUS) ..cooveieeiieeeciieeeiiiee et eeete et e e eevee e e re e e eareeeeeraeeeenseeeeans ca. 95

Question. For fiscal year 2000 and fiscal year 2001, please provide the dollar
amount and overall percentage of the NPGS budget spent on each of the following
categories related to germplasm: maintenance, regeneration, evaluation, acquisition,
and characterization.

Answer. Of the total $26.7 million allocated to the NPGS in fiscal year 2000 about
63 percent ($16.9 million) was devoted to germplasm conservation and preservation,
which includes the activities of maintenance and regeneration. $3 million (11 per-
cent) was devoted to germplasm acquisition, and the remaining 26 percent ($6.8 mil-
lion) was devoted collectively to germplasm characterization and evaluation, cat-
egories that often overlap substantially. In fiscal year 2001 a total of $32.2 million
is currently allocated to the NPGS with 62 percent ($19.9 million) devoted to
germplasm maintenance and regeneration, and $3.3 million (10 percent) to
germplasm acquisition. The remaining 28 percent ($9 million) was devoted collec-
tively to germplasm characterization and evaluation, categories that often overlap
substantially. At specific NPGS sites (e.g., plant introduction stations, crop-specific
collections of clonal germplasm, grains, oilseeds, etc.) that both maintain and regen-
erate germplasm, the budgetary percentage devoted to maintenance and regenera-
tion may be 75 percent or higher.

Question. Do you have sufficient resources to manage the materials that are in
the quarantine centers in a manner that fulfills the demands of the users? Have
materials died in quarantine centers? Are the materials made available to the re-
questers in a timely manner?

Answer. In general, the Plant Germplasm Quarantine Office/National Plant
Germplasm Quarantine Center (PGQO) in Beltsville, MD, can manage the plant
germplasm in quarantine successfully, provided the amount of germplasm in the
PGQO does not exceed current capacity, which is determined primarily by the fund-
ing available for personnel, operations, and facilities. To ensure that its capacity is
not exceeded by demand, the PGQO is establishing annual quotas for each type of
germplasm. These were communicated to germplasm users in May 1999 and put
into effect starting in fiscal year 2000. The quotas vary somewhat over years based
on factors such as the germplasm in the quarantine testing “pipeline” at the begin-
ning of the year, changes in testing protocols, and changes in program goals.

No significant germplasm losses have occurred in the potato, sweet potato, rice,
or sugarcane held by the PGQO. In the past, fruit tree accessions in the PGQO or-
chards were lost because of inadequate care, and insufficient attention to matching
the work load with the resources available to tend to this germplasm. These prob-
lems were addressed and loss has been minimal during the recent years of orchard
testing.

Some replicates of accessions have been lost to herbicide injury but, in these
cases, a sufficient amount of backup material was available to repeat the tests as
necessary. Occasionally, replicate samples of blackberry, raspberry, or currant per-
ish from winter damage in the screenhouses. But, these samples are “backed up”
so the accession is not lost, but its release from quarantine is delayed because the
tests must be repeated. Losses from winter kill have been minor during recent years
because of mild weather, and improved horticultural care. Sweet potatoes, Irish po-
tatoes, and currants are backed-up in tissue culture for additional security.

The stone fruit (cherry, peach) quarantine program is conducted entirely in green-
houses and screenhouses, where germplasm loss is relatively rare, but does occur
occasionally because of several factors that are not unique to PGQO: (1) the inher-
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ent difficulty of maintaining trees in pots for years; and, (2) cherry and peach acces-
sions received by PGQO as budwood are often difficult to propagate, especially after
days in international transit, and may die before they are established.

Germplasm is made available (“released”) from quarantine as rapidly as quar-
antine regulations and/or “pathogen clean up” permit. The only crop with a backlog
of accessions awaiting quarantine testing is rice, with a 4,000 accession backlog. The
rice backlog can be addressed if the testing protocol is being revised to continue
quarantine testing at Beltsville with seed production of quarantined accessions in
North Carolina (where rice is no longer grown commercially). For other crops, the
release/backlog situation is summarized below:

—Pome fruits (apples, pears, quince) are now released “provisionally” within one
year if the first round of testing is negative and if the propagative material is
available. Under the “provisional release policy,” germplasm users can propa-
gate and evaluate the germplasm prior to its final release from quarantine. This
policy has been very popular with germplasm users, and is feasible because of
the PCR test for phytoplasmas. Final release still requires at least 3-5 years
because test trees must produce fruit for evaluation of symptoms: there is no
technological substitute for the fruit evaluation.

—Stone fruits (cherry, peach) are also provisionally released after one year, but
full release requires at least 3—5 years for germplasm imported as budwood. But
germplasm imported as seed can be released sooner (12-18 months) because
less testing is required.

—Sugarcane imported from other nations requires 18-24 months in quarantine,
whereas sugarcane shipped interstate (e.g, Louisiana to Florida) requires 12—
18 months. Current molecular technology will probably not accelerate the re-
lease time, although the former may improve the accuracy of test results.

—Rice cannot be released from quarantine until it sets seed, which can require
100 to 240 days, depending on the specific germplasm. Notably, quarantine test-
ing could be conducted entirely from in vitro tissue culture and germplasm re-
leased in 30 days but, because it would be distributed in the form of tissue-cul-
tured plantlets rather than true seed, the user community has not been inter-
ested in this method.

—The quarantine process for potatoes and sweet potatoes require 18-24 months;
tests require one year and are repeated. The testing required for true potato
seed is substantially less than for potato tubers.

—The quarantine process for currants and gooseberries requires 3-5 years, neces-
sitated by waiting for plants to fruit so they can be evaluated for the reversion
virus. There is a PCR-based test for the reversion virus but APHIS has not ac-
cepted it, although Agriculture Canada has done so. The PCR test could enable
provisional release after one year, if the propagative material is available.

—The quarantine process for raspberries requires about 3 years.

Question. With current resources, are you able to take advantage of modern mo-
lecular techniques to accelerate the rate of quarantine testing for crops such as rice,
apples, cherries, sweet potatoes, and others?

Answer. Molecular diagnostic techniques alone may not accelerate the final re-
lease of germplasm from quarantine but they may accelerate the provisional release
of germplasm, as described above for pome and stone fruits. The tests will detect
target pathogens that have been thoroughly characterized genetically, but not other
“exotic” pathogens which are often essentially unknown scientifically, except for
symptoms on the plant or fruit. Thus, molecular diagnostic tests will not completely
replace the time-consuming visual observations of plants currently required by
APHIS regulations. Consequently, the speed of the entire quarantine process may
be more closely related to principles of scientific risk assessment and/or the field
and greenhouse capacity, rather than to modern molecular technology.

Despite the preceding factors, the current staffing level at the Plant Germplasm
Quarantine Office (PGQO) does not enable the PGQO to take full advantage of mo-
lecular diagnostic techniques.

—Pome (apple, pear) and stone fruits (cherry, plum, peach).—The polymerase
chain reaction (PCR)-based test for phytoplasmas and molecular hybridization
assays for viroids have enabled provisional quarantine release within one year,
providing adequate budwood is available. Additional technical assistance is
needed to fully utilize new greenhouse and screenhouse space, implement more
fully this molecular testing program, and further accelerate the quarantine
process.

—Stone fruits.—Implementation of a PCR-based test for sharka (plum pox) could
supplement the plant graft testing on indicator species, but would require addi-
tional resources for implementation, and additional technical assistance to fully
utilize new greenhouse and screenhouse space.
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—Sugarcane.—Current quarantine testing relies on observations of symptoms on
greenhouse-grown plants, which is not ideal for sugarcane. Molecular tests for
Fiji virus (Oceania) and sugarcane mosaic gemini virus (Africa) are under devel-
opment at PGQO. Implementing these tests, which might result in provisional
quarantine release, will require additional staff resources for the PGQO.

—Rice.—Molecular techniques are not required to accelerate pathogen diagnostic
testing with rice, because the key pathogens are readily culturable bacteria. Ad-
ditional technical assistance is needed to fully utilize new greenhouse and
screenhouse space for the rice quarantine program.

—Currants and gooseberries.—A PCR-based assay for the reversion virus in these
plants should be implemented, but this will require APHIS approval and addi-
tional staff resources for PGQO.

—Potatoes and sweet potatoes.— A PCR-based test for phytoplasma should be im-
plemented to improve the accuracy and reliability of the potato/sweet potato
pathogen detection, but would not necessarily accelerate the rate whereby
germplasm is released from quarantine. Additional technical assistance is need-
ed to fully utilize new greenhouse and screenhouse space and to bolster this mo-
lecular testing program.

Question. Have the germplasm materials at the Griffin, Georgia, and Pullman,

Washington, facilities been tested for viability?

Answer. Of the 68,900 germplasm accessions at Pullman, WA, 32.2 percent have
undergone germination testing at Pullman during the 11-year period of 1991-2001.
Most of the germination tests were conducted during the last 6 years (1995-2001).
Roughly one-half of the 68 percent of the collection that has not been tested recently
comprises samples of legumes, which often survive 40 years or more in storage.

During the last 11 years, few of the more than 81,000 seed-propagated accessions
at Griffin, GA, have undergone germination testing at Griffin; approximately 60 per-
cent of the samples stored at Griffin have been tested recently for viability at the
National Seed Storage Laboratory (NSSL), Fort Collins, CO, which provides impor-
tant information for managing Griffin collection. There are 686 clonally-propagated
sweet potato accessions at Griffin that are regularly checked visually for health and
vigor.

Duplicate samples of 77 percent of the seed-propagated accessions from Griffin,
GA, and 85 percent of the accessions from Pullman have been deposited at the
NSSL, Ft. Collins, CO. The viabilities of many, but not all, of these duplicate sam-
ples were tested by NSSL before being deposited in long-term storage and the ger-
mination information made available to curators at Griffin, GA, and Pullman, WA,
as was mentioned above.

Question. Do all the facilities have viability testing plans and procedures in place
and do they have the resources sufficient to follow such plans and procedures?

Answer. No, not all of the NPGS facilities have viability testing plans and proce-
dures in place, as some sites (e.g., Palmer AK; Columbus, OH; Parlier, CA) were
only recently established, and the precise scope of their germplasm holdings is still
under consideration. The preceding sites are still in the process of securing needed
equipment, facilities, and other infrastructure. Some years ago, the NPGS conducted
a system-wide effort to ensure that each existing NPGS site had an operations man-
ual that included such viability testing plans and procedures. As a result, the
“older” NPGS sites generally do have such plans and procedures in place, especially
for major crops, where there may be extensive information regarding the expected
long-term seed viability. In contrast, for wild species, or for “minor/specialty crops,”
such as many ornamental species, viability testing procedures have not yet been de-
veloped, so no testing procedures exist. More resources are needed to conduct re-
search at NPGS sites and elsewhere to develop those standard assays.

The linchpin of the NPGS’s viability testing program is the National Seed Storage
Laboratory (NSSL) at Ft. Collins, CO, which preserves the “base” collection which
holds duplicate samples of NPGS germplasm as a back-up to materials at the active
sites. The NSSL conducts viability tests on all seed samples when they are initially
received for deposit in long-term storage. NSSL’s plans and procedures stipulate via-
bility monitoring every 15 years for all samples with a viability percentage of 85
percent or higher when last tested. Due to budgetary limitations, this target has not
been attainable, and the NSSL must rely on an outside laboratory to conduct at a
fee about 2,500 tests each year. Although germination tests are standard, seed vigor
testing would also be desirable, but insufficient funds are available to initiate such
testing.

The NSSL’s research program develops for the NPGS viability monitoring tools
to predict longevity so that monitoring frequency is optimal, and to measure
changes in viability non-destructively. At present, the NSSL scientific staff is insuf-
ficient for developing efficient and non-invasive viability assays for seeds, or to de-
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velop molecular markers that evaluate genetic and environmental influences on
seed quality. Furthermore, development of viability assays for wild species and
“minor crops” is limited by insufficient quantities of seeds or other propagules for
experimentation. Currently, technical staff is insufficient for mass producing experi-
mental propagules, which involves very labor intensive procedures.

The resources available for implementing established viability plans and proce-
dures vary considerably across the “active” NPGS sites, i.e., those that distribute
seeds, tubers, and cuttings directly to scientists. Thanks to funding increases in fis-
cal year 2000 and fiscal year 2001, the genebank at Ithaca/Geneva, NY, has re-
sources to implement testing plans and procedures aimed at maintaining seed
germplasm collections at international standards. Similarly, potato samples at
Madison/Sturgeon Bay, WI, are tested at least every five years, and this site cur-
rently has sufficient funds to conduct research on improving germplasm viability
and on improving the efficiency of viability assessments. The site at Pullman, WA,
has sufficient personnel, germination testing facilities, and testing protocols to as-
sess seed viability, but there is a significant backlog of samples needing viability
testing (over 60 percent of the collection). During this last fiscal year, resources
were redirected for added support for viability assessment, but this site still needs
one additional half-time worker to conduct requisite viability testing. The small
grains collection at Aberdeen, ID, has a plan in place to monitor viability of all cul-
tivated accessions every 10 years. For the wild relatives of crops, monitoring does
not begin until the seed is at least 20 years old because most of the wild seed seem
to retain viability longer. At Urbana, IL, funds are available for regrowing soybean
samples every ten years and those of wild soybean relatives every 15 years, so that
nearly all samples are of sufficiently high quality for distribution.

The NPGS site at Ames, IA, has developed detailed guidelines for viability testing
that include a flow chart enabling planning and tracking the testing process for
each accession, and recording all germination methods used. Each accession is test-
ed generally at five-year intervals, although this interval can be reduced or length-
ened, based on experimental results. Thanks to development of new custom soft-
ware, and bar coding, the testing efficiency and accuracy have increased, thereby
increasing the number of tests performed per year. There are still backlogs of germi-
nation tests for certain crops, and appropriate tests do not exist for all the species
conserved but, as a whole, a recent assessment of this program found that the test-
ing program is nearly meeting its goals.

Prior to the fiscal year 2001 budget increase, the Griffin, GA, site had no funds,
personnel, facilities, equipment, or supplies available for germination tests. Estab-
lished plans or procedures “in place” had little meaning because there were no
means for conducting such tests. With the budget increase, a germination testing
program is being established, but with suboptimal technical support and equipment.
Consequently, it will require years to test the many (81,000 samples) there, and also
test newly acquired or regrown samples.

Viability of cotton seeds are tested when materials are backed-up at NSSL, be-
cause the active site at College Station, TX, lacks resources for such testing. Such
assays are crucial with some of the wild species with limited periods of seed viabil-
ity, but resources are lacking for research in this area. Similarly, at Mayaguez, PR,
lack of funds, personnel, and the large size of the collection has impeded progress
with viability testing on sorghum, 5,000 of which may have very poor viability.

For some clonally propagated crops maintained in orchards (e.g., citrus), visual
monitoring is sufficient for assessing viability. Staff at Davis, CA, and at NSSL are
conducting pilot cryopreservation experiments on cherries and grape, but results to
date have been disappointing. Pilot studies on embryo culture methods for fruit and
nut crops have begun. Genetic fidelity testing for cherries and grapes is underway,
and may have immediate impact on management methods. At College Station, TX,
water delivery to orchards and greenhouses is the primary threat to maintaining
pecan and hickory germplasm. Resources are lacking to monitor water quality.

Question. What percentage of the NPGS collection requires timely regeneration to
maintain its genetic integrity? With current resources, and at the current rate of
regen{)erating accessions, how long would it take the ARS to regenerate those acces-
sions?

Answer. In our response, we assume that 1) “timely” means “during the next 2—
5 years” (consistent with the 1997 GAO study of the NPGS), and 2) “regeneration”
is relevant for the 400,000 + seed-propagated NPGS germplasm accessions. Be-
cause of the variable quality and quantity of data available, the accuracy and preci-
sion of the following percentages vary. Across the NPGS, the median percentage of
collections that require regeneration during the next 2-5 years seems to be about
30 percent. The percentage information is provided for the record.

[The information follows:]



89

Estimated percentage
requiring regeneration
during the next 2-5

Selected NPGS collections years
Tomato genetic StoCk (DAVIS) ..cccveeeeiiiiieiiiieeiee et eee e e eevae e seree e 20-50
Soybean (Urbana) ............... . 50
Cotton (College Station) ........c.ccceeeeeveennn. 50-60
Seed-propagated fruits and nuts (Corvallis) . 50

Seed propagated accessions (Ames) ........... 20

Seed propagated accessions (Griffin) .. 30
Seed propagated accessions (Geneva) . 2-97
Small grains (Aberdeen) ............c.cccueeeee. .. 8-9
Seed propagated accessions (Mayaguez) . 10-50
Seed propagated accessions (Pullman) ............... . 3
National Seed Storage Laboratory (Ft. Collins) .......ccccoceeiieniiienieniieenieenen. 30

Regeneration rate is determined not only by fiscal resources available for that ac-
tivity, but also strongly by the biological properties of each crop (breeding system,
genetic constitution, growth rate, duration, etc.). Therefore, information for rep-
resentative individual seed-propagated crops is presented. Because of the variable
quality and quantity of data available, the accuracy and precision of the following
figures vary. Across the NPGS, the median period required to regenerate these ac-
cessions seems to be more or less 9 years. But, importantly, for a substantial propor-
tion of these accessions, especially of wild species (e.g., tomato, potato), research and
development will be required to first develop methods for successful regeneration.
The estimated years required to regenerate accessions is provided for the record.

[The information follows:]

Selected NPGS collections Estimated years required to regenerate accessions
Tomato genetic stock (Davis) 3-7
Soybean (Urbana) ................ .5
Cotton (College Station) . 10-15
Seed-propagated accessions (Corvallis) ..o No resources are currently available for regenerating
those accessions.
Seed propagated accessions (Ames) 2-23

Seed propagated accessions (Griffin) 12-15

Seed propagated accessions (Geneva) .. . 1-25

Small grains (Aberdeen) ........cccocoevueeee. . 510

Seed propagated accessions (Mayaguez) 10

Seed propagated accessions (Pullman) . . 71-10

National Seed Storage Laboratory ..........ccccccvevvevnnae Regeneration of base (Ft. Collins) collection is con-
ducted at active sites.

Question. What resources are needed to develop the methodology to ensure long-
term pr:)eservation of the viability of the clonally and seed propagated material in
storage?

Answer. Resources are needed not only to develop effective seed storage or or-
chard/greenhouse preservation protocol (e.g., cryopreservation, green-house pot cul-
ture) that preserves viability, but also for more efficient methods (less time, less
cost, fewer materials) of long-term preservation. In many cases, resources are need-
ed to test the genetic fidelity/authenticity of stored materials.

The National Seed Storage Laboratory (NSSL) at Ft. Collins, CO, is the NPGS
central site for long-term germplasm preservation. Although cryopreservation proto-
cols exist for propagules (sexually or asexually derived) innately extremely tolerant
of low temperature or moisture stresses, and for propagules sensitive to these
stresses but, because of their small size (<1,000 cells), are amenable to other ap-
proaches, there are hundreds of species and tens of thousands of samples, for which
cryopreservation methods are lacking. Despite some progress, many barriers remain
for efficient cryopreservation of the former samples, and too few scientists are ad-
dressing these problems.

Plant material may often be insufficient for such experiments because methods
are usually labor intensive; there is usually insufficient support staff to implement
procedures on the wide scale required. More support scientists are needed to apply
technology and more technicians are needed to enhance propagule production and
processing and to implement a viability-monitoring program. Staff support is needed
for further research on documentation of stress physiology of uncharacterized spe-
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cies before they are placed in a routine storage environment, on greater longevity
of propagules so that monitoring and regeneration frequencies can be extended, on
greater capabilities to regenerate large quantities of high quality propagules, on as-
sessments of genetic diversity within and among accessions and genetic shifts re-
sulting from storage so that the size of collections can be optimized, appropriate
samples can be archived, species or varieties lacking preservation protocols can be
prioritized, and the impact of mortality on genetic diversity can be assessed.

Specific preservation protocols must be developed for species represented by more
than 30,000 NPGS samples. Clonal protocols for liquid nitrogen storage are very
specific to species or sub-species; these protocols must be adapted for hundreds if
not thousands of species. A nondestructive seed viability monitoring test is needed
to reduce the destruction of seeds during testing. The research to develop the latter
will require extensive resources in addition to time to adapt protocols for germplasm
storage.

NPGS sites that primarily manage clonally-propagated germplasm face many of
the same resource issues. Current funding at Riverside, CA, is insufficient for devel-
oping methods for storing citrus seeds at cryogenic temperatures, so all citrus
germplasm is maintained clonally as orchard trees, which is expensive. Similarly,
much of the tropical germplasm at Hilo, HI, and Mayagiiez, PR, is preserved in or-
chards or in pots in greenhouses. Resources are needed to develop reliable methods
for long-term cryopreservation of tropical/subtropical clonally-propagated fruit
germplasm at both sites. Thanks to research conducted previously at Hilo, HI, pine-
apple, breadfruit, and tea are stored in tissue culture for the medium term, but lim-
ited storage space and personnel impede progress. Funds for additional technical as-
sistance are needed to back up in cryogenic storage and in vitro culture more of the
small fruit and nut samples at Corvallis, OR. For fully a half of the collection, sci-
entific techniques must be developed to do so. Additional facilities (a tissue culture
lab facility), an additional scientist, technician, supplies, and equipment (growth
chambers, laminar flow hood, microscopes) are needed at Ithaca/Geneva, NY, for
long-term storage of clonally-propagated grape germplasm as buds or other tissues.

At Pullman, WA, continued development of infrastructure through capital im-
provements is needed to expand and improve greenhouse, screenhouse, and growth
chamber space needed to develop seed increase protocols, or where the actual in-
creases are conducted, because the accessions are either not adapted to the local
area or because of diseases (primarily vial). Greenhouse seed increase provides not
only the best yields per plant per accession, but also by far the best quality of seed.
Similarly, at Aberdeen, ID, the paucity of greenhouse space is limiting the rate for
regenerating the backlog of wild species.

For pecans and hickory, additional resources are needed to develop molecular ge-
netic tools for analyzing the structure of genetic diversity in native populations.
Such data will help with establishing a viable in situ conservation strategy, which
would be the best for these native tree species. The research also may help establish
improved, ex situ plantations selected for improved performance in particular geo-
graphic regions (from which continued selection can contribute to long-term regional
improvement), for verification of cultivar identity, as well as for the long-term devel-
opment of marker-aided selection to improve the efficiency of the breeding program.
The molecular marker work is funded by a grant that expires this year. At current
budget levels, there are no resources to continue using the markers in routine as-
says.

Sufficient resources are available to preserve the viability of clonally-and seed-
propagated potato germplasm at Madison/Sturgeon Bay, WI. However, additional
resources are needed to develop genetic markers for assessing the genetic fidelity/
authenticity of stored potato germplasm. Similarly, the system for long-term preser-
vation for cotton at College Station, TX, seems to be adequate, except that addi-
tional resources would be welcome for more rapidly moving new materials through
the seed increase and document phases to be incorporated into the long-term base
collection.

Methods are available for ensuring long-term preservation for the vast majority
of species maintained at Ames, IA. But for some crops, appropriate protocols are not
yet available. Staff at that site collaborate with staff at NSSL on those issues. Re-
sources are currently unavailable to examine the genetic component of longevity
under actual, long-term storage conditions, and genetic shifts in accessions as a re-
sult of the regeneration process itself, both independent of, and related to, genetic
shifts under long-term storage conditions. Relatively few accessions at Ames, IA, are
maintained vegetatively but they often possess special characteristics, for which reli-
able safe, long-term preservation methods are lacking. Such germplasm is main-
tained in field and greenhouse plantings, with no organized system of off-site
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backup. Little is known about their long-term health, with respect to the broad
range of microbes present as latent infections for extended periods of time.

The costs of ongoing, long-term planting or long-term maintenance in the green-
house vary widely depending on re-propagation frequency, adaptation to field condi-
tions, etc. Nevertheless, reliable protocols for slow-growth, in-vitro shoot-tip culture
or cryogenic preservation of buds could decrease per unit preservation costs. Such
protocols are generally lacking and, even when they are available, two important
issues remain: (1) how easily can generic protocols be modified to work well on a
broad range of genotypes, and (2) do the plants that are recovered after storage pre-
serve the genetic integrity of the source material?

A research geneticist, additional lab technicians, and updated DNA sequencers
are needed in Griffin, GA, to test the genetic authenticity of clonal germplasm
stored in tissue culture and in the greenhouse. Methods for maintaining sweet po-
tato via cryopreservation rather than the current labor-intensive tissue culture sys-
tem are needed, not only to save time and money, but to reduce the risk of losing
valuable germplasm. Increased funding for the molecular lab would also increase
testing for duplication and genetic redundancy, which not only increase storage and
regeneration costs, but also hamper evaluation efforts wherein genetically identical
accessions may be assessed. Similarly, no genetic fidelity tests are conducted on sor-
ghum in Mayagiiez, PR, which is especially worrisome for accessions with low viabil-
ity. Additional resources are needed for that genetic testing.

Question. Does the NPGS have the resources to effectively use geographic infor-
mation system tools to identify gaps in the U.S. collection?

Answer. In addition to the resources available for geographical information sys-
tems (GIS) analyses, methodological and data quality factors may strongly affect
how effectively GIS can identify genetic gaps in the NPGS’s collection. Of course,
the resources that have been available historically may have strongly affected the
preceding factors.

First, for each crop or species under consideration, the strength of the association
between genetic variation and ecogeographical factors must be determined before
GIS analyses of ecogeographical data can be considered a reliable means for pre-
dicting genetic divergence or diversity. There are few resources throughout the
NPGS to hire personnel with GIS expertise to integrate genetic diversity data with
geographic information. NPGS sites such as at Ft. Collins, CO, have the potential
to utilize the GIS to reduce duplication, improve the quality of the collection
through core subsets, and identify locations for growout that would be cost efficient,
but they lack funding for personnel to generate such genetic data, or with needed
GIS background or computer skills.

Second, basic information about the degree of reliability for the ecogeographical
information itself is generally lacking. GIS relies on the accuracy of the available
latitude and longitude data to identify sites that environmental factors suggest may
contain genetic variation valuable to sample. For example, the ecogeographical in-
formation available for the pecan and hickory collection at College Station, TX, lacks
the precision needed for GIS analyses. Development of such information, a long-
term project, is required for this site to use GIS techniques to integrate ecogeo-
graphical information with molecular estimates of genetic variation. The major limi-
tations to progress are insufficient resources for personnel.

Third, lack of latitude/longitude/elevation data, or any accurate location data at
all, may simply preclude use of GIS to analyze many thousands of older accessions
(e.g., in citrus). As funds permit, locations such as Ames, IA, and Beltsville, MD,
are retrospectively determining the latitude and longitude of the origin of NPGS ac-
cessions. But additional resources are needed for permanent data entry specialists
to do that, and to computerize descriptive information recorded only on paper. But,
in contrast, the Aberdeen, ID, site had sufficient resources to map almost all pos-
sible germplasm samples by their latitude and longitude with GIS software and
electronic gazeteers.

Finally, lack of resources for identifying the optimal GIS approach and for con-
firming the validity of initial experiments may impede application of GIS to identify
genetic gaps in the NPGS collection. For example, at Beltsville, MD, inadequate re-
sources for technical support is greatly limiting implementation of an original ap-
proach for applying GIS technology to identify gaps in the NPGS collections and
prioritizing acquisition needs. Resources are similarly lacking at Pullman/Prosser,
WA, and at the soybean collection at Urbana, IL. In general, throughout the NPGS
there are few resources for applying existing techniques to the many important crop
genepools and very limited capacity for developing more sophisticated tools for more
in depth analysis of collections, needs, and priorities.

Question. Does the NPGS have the resources to analyze the plant collections for
gaps and the resources to prioritize the collections using this procedure?
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Answer. As with the preceding question, factors other than resource availability,
such as methodological and data quality issues, may be key for developing the
means for applying GIS and molecular genetic analyses to managerial/curatorial de-
cision-making, such as gap analyses and setting priorities for germplasm manage-
ment.

First, let us presume that “gaps” mean absence from the collections of key genes,
genotypes, varieties, etc. Before GIS technology can be applied to identifying gaps,
and the technological merit of this approach assessed, basic information is needed
regarding the genetic structure of crop genepools and their distribution in nature,
farmers’ fields, and in gene banks. Besides the major crops, relatively little is known
about the total genetic diversity of other crop species; the genetic diversity within
and among populations/accessions of a species; the number of accessions needed to
fully represent the genetic diversity of a species; and the relationship between mor-
phological traits, environmental plasticity and genetic diversity. Molecular analyt-
ical procedures must be developed for each species so that genetic relationships
among genebanks samples can be estimated.

For example, little or nothing is known of the genetic diversity in many wild pe-
rennial sunflowers. A gap in the genetic coverage of the NPGS collection of wild rel-
atives of sorghum is suspected, but a lack of genetic data makes it difficult to con-
firm this or to estimate the size of such gap. The current status of “wild” citrus and
date palms in nature is unclear, and political barriers currently impede access to
some nations where these crops originated. Much descriptive literature on these
crops is very old (1800’s) and probably not always accurate. Similarly, taxonomic
treatments for many minor (especially tropical) and even some major crops are cur-
rently insufficient to identify gaps. Up-to-date taxonomic classifications, accurate
data on native distributions, and access to important taxonomic reference data, all
critical for analyzing gaps, may be lacking. With the current level of support, the
staff of taxonomists associated with the NPGS struggles to adequately meet the
ever-increasing demands for taxonomic data.

In some NPGS sites, lack of resources impedes the ability to conduct gap analysis
with GIS and/or molecular approaches. At Pullman, WA, resources are needed to
format the passport data so that it can be analyzed by GIS. Furthermore, once pass-
port data are ready, both morphological and molecular markers must be combined
in databases. For many of the species within its collection, NPGS lacks sufficient
scientific staff or molecular genetic labs with high throughput capabilities to per-
form the prerequisite genetic assays. This is especially the case for large collections,
e.g., 30,000 + sorghum samples managed at Mayagiiez, PR, and Griffin, GA, where
resources are not available to analyze the entire collection for gaps.

Resources are lacking to continue molecular analyses, funded by a competitive
grant, that are providing critical baseline genetic data for pecans and hickories at
College Station, TX. Furthermore, permanent “in-house” personnel trained in plant
population analysis and interpretation are needed there. The genebank at Corvallis,
OR, lacks resources for molecular analysis of temperate fruit or nut collections to
identify gaps. Additional molecular tools, in conjunction with extant information on
morphological traits and ecogeographical location, would provide a more precise esti-
mate for genetic diversity in the collections. Where, such as at Aberdeen, ID, the
necessary ecogeographical baseline data and GIS tools are available for initiating
GIS assisted gap analyses, resources (money and techniques) may be lacking to
evaluate samples at the molecular level and thereby identify gaps.

Limited genetic resources, often from competitive grants, have been available for
NPGS scientists to complete an extensive survey of potato genetic variability and
systematic relationships during the last 15 years, providing a detailed accounting
of the gaps in the NPGS and other potato germplasm collections. Also, some “gap
analyses” (that have not employed GIS) have been conducted on very small plant
collections, where they also uncovered putative duplicates/redundancies, which may
occur especially in poorly-characterized collections of clonally-propagated crops. For
example, molecular analyses detected little genetic variation among samples of
tannier at Mayagiiez, PR. Analyses may also be conducted at the level of species,
e.g., the Beltsville, MD, site is determining the presence or absence of wild crop rel-
atives and the number of accessions for these species in the NPGS collections, then
will use GIS tools to analyze the ecogeographic origin of existing accessions as a
first step in the analysis of gaps and prioritization of acquisition needs.

In some cases, molecular analyses have successfully detected gaps in genetic di-
versity, and resources were available for NPGS scientists to collect new material to
fill those gaps. A comprehensive molecular analysis of the pea collection at Pullman,
WA, revealed that newly discovered genetic variants almost always occurred in sam-
ples from Turkey. As a result, several collecting expeditions were mounted in Tur-
key until it was believed that the genetic gap was filled. Similarly, genetic research
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at Davis, CA, with wild relatives of the cultivated grape identified species that may
be of special interest to grape breeders. As a result, scientists are planning to collect
wild grape species from Armenia, and assess its diversity. Also, plans are underway
to collect wild Chinese grape species in danger of extinction in nature. There are
few Chinese grape samples in the NPGS, and those sample’s properties suggest that
this poor representation represents a major gap.

Question. What is the status of international efforts to exchange germplasm and
is any germplasm located outside of the U.S. at a risk of loss? What agencies or
entities are involved in assessing whether germplasm is at a risk of loss on an inter-
national basis?

Answer. During the last decade—especially during the last five years—develop-
ments in international and national legislation and diplomatic agreements have
complicated, or sometimes precluded, free international exchange of germplasm.
Part of this trend is the result of the philosophical change from considering
germplasm the “common heritage of humankind,” to formal recognition of nations’
sovereignty over the germplasm within their own borders. The Convention on Bio-
logical Diversity (CBD) and other legislation now require that “prior informed con-
sent” and arrangements for “benefit sharing” be established before germplasm can
be exchanged. Although such provisions are considered by some as the basis for du-
rable germplasm conservation and exchange, to some extent, they have slowed the
rate of germplasm exchange, and sometimes impeded the ability of scientists to visit
endangered locales and at least perform a “triage” to save crop germplasm. Negotia-
tions that precede plant exchange are now considerably longer, more complicated,
and consequently germplasm exchange may be more expensive than ever before.

Outside of the United States, destruction of natural and agricultural habitat and
of traditional cultures is proceeding at an accelerated rate that threatens
germplasm. Although other nations (especially in the developing world) have estab-
lished genebanks and reserves for natural vegetation, on a global scale, the capacity
to manage germplasm in gene banks or in reserves has probably not increased sub-
stantially. At present, many genebanks in other nations have very limited capacity,
and conservation reserves are often not adequately managed. Also, on a global scale,
enhanced capacity in some nations (e.g., several developing nations) has been “can-
celed out” by lost capacity in other nations (e.g., Russia, some nations of the Former
Soviet Union), by cutbacks in funding to some of the CGIAR centers, etc. Con-
sequently, germplasm outside of the U.S. is still at risk. As limited resources permit,
staff of the NPGS are working with officials in Russia and elsewhere to place dupli-
cate germplasm samples in the NPGS for safekeeping.

Finally, economic “globalization” has benefitted many worldwide through substan-
tial expansion in international trade and through development of transportation in-
frastructure (e.g., roads, airfields, navigational channels), affording ever easier ac-
cess to previously remote regions that may facilitate germplasm collection, tourism,
agricultural development, etc. But, this access has also increased the danger to
germplasm in nature, as formerly pristine regions are converted from traditional ag-
riculture and/or natural habitats to more intensive agricultural and forestry prac-
tices. Concurrently, the traditional cultures of indigenous peoples, and their rich
lore about plant uses, may be lost. Lastly, penetration into pristine regions provides
invasion routes for additional exotic, invasive species which may rapidly deteriorate
the landscape and endanger potentially valuable germplasm of traditional crops and
their wild relatives.

The International Plant Genetic Resources Institute (IPGRI), an international ag-
ricultural research center (IARC) supported by the World Bank through the Con-
sultative Group for International Agriculture Research (CGIAR), has as part of its
mission the monitoring of germplasm loss internationally. Similarly, the Food and
Agricultural Organization of the United Nations (FAO) maintains the World Infor-
mation and Early Warning System (WIEWS) to disseminate information about
germplasm at risk, and as an instrument for the periodic assessment of the state
of the world’s crop germplasm. The USDA/ARS National Plant Germplasm System
(NPGS) collaborates closely especially with IPGRI on projects to assess the status
of germplasm in specific crops, e.g., peanuts. The U.S. government provides 20 per-
cent of the funding for the FAO, and the NPGS contributes information to the
WIEWS.

Question. What is the availability and condition of collections at the international
agricultural research centers and have the collections been evaluated adequately?

Answer. The availability and condition of the crop germplasm collections at the
international agricultural research centers (IARCs), and the degree to which
germplasm has been evaluated adequately, varies widely from IARC to IARC, and
across the individual crop collections at each IARC. For some crops, samples from
the TARCs are generally readily available, although they may not be adequately
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evaluated. Recently, there has been a very active exchange of dry bean germplasm
between NPGS at Pullman, WA, and scientists at CIAT, an IARC in Colombia. At
other IARCs, unless NPGS scientists have established a collaborative research effort
with that IARC’s scientists, germplasm access may be problematic. Access by U.S.
researchers to germplasm in IARCs or held by other countries may be seriously
compromised as a result of the forthcoming FAO International Undertaking, which
will regulate worldwide access to plant germplasm.

The quality of germplasm collections at the IARCs is highly variable. It is gen-
erally believed that resources for periodic viability testing of the collections held at
the IARC’s does not exist, therefore viability testing is not done. It is difficult to
monitor the condition of collections without that information, but resources are gen-
erally not going to germplasm viability testing or regeneration on a routine basis
at these centers. The NPGS site at Beltsville, MD, is assessing the quality of IARC
collections with respect to species representation, numbers of accessions per species,
geographic origin of accessions, etc. Eventually, this information may be used to
compare the contents of IARC collections with contents of the NPGS collections to
identify “global” gaps, redundancies etc.

Collections of cool-season legumes (chickpea, lentil, pea) at the International Cen-
ter for Agricultural Research in Desert Areas (in Syria) and the International Cen-
ter for Research in the Semi-Arid Tropics (in India) seem to be of generally high
quality, and readily accessible to researchers. The International Center for Maize
(Corn) and Wheat Research (CIMMYT) has excellent germplasm storage facilities,
but the condition of their collections is directly related to their condition at the time
of deposit, and varies greatly. In contrast, there are few germplasm collections of
tropical/subtropical fruits at IARCs and they may not be of high quality or ade-
quately evaluated. Banana and cacao may be exceptions, but even collections of
these crops may deteriorate due to unstable political climate and lack of funding.
Many clonal collections of tropical fruit crops in IARCs are unreplicated and acces-
sions grafted into different and unknown rootstocks, thereby greatly complicating
evaluations.

A molecular assessment of the genetic diversity in crops in both the IARC and
U.S. collections would help the U.S. assess its needs, the countries where it could
expect to exchange germplasm, and its interdependence on any countries holding
valuable collections or wild relatives in situ. For example, additional evaluations of
horticultural merit are needed for collections of white potatoes and sweet potatoes
at the International Potato Center (CIP, in Peru), Furthermore, germplasm in most
of the other IARCs and in national collections have not been evaluated well, or at
all, for conditions and traits of benefit to U.S. needs. Indeed, most of the samples
in IARC genebanks have not been evaluated adequately for performance under tem-
perate conditions.

Finally, for some globally important crops, there are no IARC collections. For all
practical considerations, the NPGS collection at College Station, TX, serves as the
international collection for cotton, and the collection at Urbana, IL, serves a similar
role for soybean.

Question. If there is not a substantial increase in the NPGS budget of $20 million
as ARS requested, what are some of the forecast ramifications?

Answer. As mentioned in answer to a previous question, there were no formal
agency or Departmental budget requests. The ramifications of a static NPGS budget
for fiscal years 2002—-2006 can be forecast from both a fiscal and a programmatic
standpoint. From a fiscal standpoint, consider the current budget of $32.2 million,
and assume the following: (1) inflation reduces purchasing power at a rate of 2.6
percent per year (the mean calculated from annual estimates for this period in the
fiscal year 2001 Budget Analytical Perspectives); and (2) personnel costs increase by
3.4 percent per year (the mean calculated from annual estimates for this period in
the fiscal year 2001 Budget Analytical Perspectives). Given the preceding figures,
and a static budget during fiscal years 2002-2006, the purchasing power of the
NPGS budget would decrease by 14 percent from inflation. During the same period,
the current percentage (15 percent) of the NPGS budget devoted to non-salary items
(equipment, operations, travel) would decrease by 18 percent to 13 percent. Adjusted
for inflation, the non-salary budget would effectively be reduced to less than 10 per-
cent of the total NPGS budget. And, at certain NPGS sites, that percentage would
be substantially less than 10 percent.

A static budget during fiscal years 2002-2006 would have severe programmatic
ramifications throughout the NPGS. The budgets of some sites are already running
deficits that are accompanied by substantial programmatic effects. Funding at many
sites would be insufficient not only for salaries of temporary employees, but also for
some permanent curatorial staff. At many sites, no funds would be available for util-
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ities, travel, operations, facility repairs or expansion, supplies, or equipment. Posi-
tion vacancies would be abolished to provide funds for operations.

With a static budget during fiscal years 2002—-2006, the NPGS would by necessity
focus nearly exclusively on providing security for databases and for germplasm
stored in coldrooms, greenhouses, and field plantings. Purchase of equipment key
for germplasm security might be precluded. Acquisition of endangered germplasm
would slow or cease, as would evaluation of germplasm for agronomically or
horticulturally valuable traits. The rate of duplicating (backing-up) germplasm and
testing it for health, viability, or genetic integrity would slow or cease. Germplasm
would move through the quarantine process more slowly, or not at all. Germplasm
currently at risk would perhaps be endangered further, whereas additional
germplasm might also be endangered. As the funds available for maintaining each
accession shrank, the supply of germplasm would shrink, which would limit
germplasm distribution, and impede the progress of important research and breed-
ing programs. Should additional funds become available in later years, they would
initially be devoted to restoring the NPGS to its state in fiscal year 2002, rather
than to progress on new initiatives.

A static budget would preclude the NPGS from exploiting the new tools of
genomics and biotechnology to develop more effective and efficient means of main-
taining and regenerating germplasm. The ramifications would be especially severe
for clonally-propagated crops, many of which cannot now be preserved by long-term
tissue culture or cryopreservation.

Lastly, there is currently more demand (more frequent requests, and more sam-
ples per request) from scientists for germplasm for research, and more public inter-
est in conserving genetic diversity and in exploiting it for crop improvement, than
at anytime in the past. For example, soybean farmers through the United Soybean
Board and state checkoffs have been and still are investing millions to exploit soy-
bean germplasm. Researchers are already finding new genes for improved levels of
disease resistance and yield. Genomic technology is identifying loci and allelic
variants important for yield, seed composition, disease resistance and other eco-
nomically important traits in soybean, tomato, and other crops. The major funding
increases for plant genomic research at NSF will generate many new specialized ge-
netic stocks for the NPGS to manage. For example, NSF-funded research will gen-
erate at least 50,000 new maize (corn) genetic stocks, which would more than double
the size of the NPGS maize stock center. Just when researchers can use germplasm
more effectively and efficiently than ever before, just when its clientele is demand-
ing more from the NPGS, and just when the NPGS, if sufficiently funded, could de-
liver more than ever before to its customers, the NPGS would struggle just to main-
tain staff, facilities, and germplasm.

Question. If NPGS received an increase of $10 million for fiscal year 2002, what
would you be able to accomplish with the additional resources?

Answer. An NPGS-wide gw million funding increase would enable the NPGS as
a whole to accelerate substantially its progress in all facets of plant genetic resource
management. As a result, the time needed to regenerate accessions that are endan-
gered because of low seed number or viability would be shortened dramatically, thus
safeguarding much of the germplasm currently at risk. An additional 6-7 scientists
could be hired. The number of permanent, full-time technicians, information man-
agement personnel, or support scientists could be increased by about 40. At sites
that employ substantial crews of part-time or seasonal workers, many more of these
workers would be hired.

More germplasm would be safeguarded by newly developed cryopreservation and
in vitro culture technologies. The genetic diversity in entire collections could be
characterized by new, high throughput methods for assessing genetic diversity.
Funds would be available to adapt the latest technology of genomics and
bioinformatics to germplasm management by hiring scientists trained in genome
analyses, bioinformaticists, and computational biologists. New, specialized databases
would be constructed to meet specific user needs. Some genebanks would have the
resources to begin to distribute germplasm in the form of isolated, purified DNA for
molecular studies.

Costly new specialized facilities, e.g., specialized greenhouses, screenhouses,
growth chambers, and laboratories, could be constructed. New greenhouses and
screenhouses are needed throughout the NPGS, especially if new funding were
available to intensify germplasm regeneration, maintenance, and quarantine pro-
grams. With crops that are cultivated worldwide, the genetic variability and ecologi-
cal adaptation within the crop are so broad that no one site is suitable for culti-
vating all varieties in the field, so some must be grown in greenhouses. Further-
more, until in vitro culture techniques are developed for particular clonally-propa-
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gated germplasm, greenhouses and screenhouses can serve as back-up sites for ac-
cessions that are now maintained solely in orchards at other sites.

Question. Does the NPGS have sufficient resources to handle the projected in-
crease in specialized genetic stocks generated by the publicly funded plant genome
programs? Please provide the dollar amount and the percentage of the NPGS budget
for specialized genetic stocks on a location-by-location basis.

Answer. During the next decade, the specialized genetic stocks and research tools
produced by public plant genome projects supported by the National Science Foun-
dation and USDA/National Research Initiative (NRI) will substantially increase the
size of the NPGS’s specialized genetic stock collections. If the funding currently
available for supporting these stock collections does not increase proportionately,
then resources will not be sufficient for optimally conserving and distributing these
valuable research tools.

For example, managers of pea, common bean, and lettuce genetic resources at
Pullman, WA, are being asked to curate numerous special genetic stocks developed
for gene mapping and characterization projects supported primarily by the NRI, but
the personnel, equipment, and facilities currently are insufficient to do so. Current
funding and facilities devoted to tomato and potato genetic stocks would need to be
expanded extensively to handle thousands of new genetic stocks that may be gen-
erated by public tomato or potato genome projects.

Genome projects will increase the numbers of maize (corn) genetic stocks enor-
mously. One large maize genome project funded by NSF in 1999 is generating ca.
50,000 new genetic lines. As a result, the maize genetic stock collection at Urbana,
IL, will require at least one additional technician and accompanying increased budg-
et for operations to manage those lines alone. As the stocks arrive during the next
few years, additional climate-controlled seed storage space must be available, which
will require construction. New greenhouses are needed for cultivating some of the
new stocks safely. Thus, the impact of this one project on the NPGS will be on the
order of $50,000—$75,000 annually, adjusted upward for inflation, for the foreseeable
future. And that quantity reflects only increased operational costs: capital improve-
ments (greenhouse, cold storage space) would further increase the total cost. The
current ARS base budget for the maize genetic stock collection does not suffice even
for handling the new genetic stocks generated just by that one (albeit large) project.
It is uncertain how many more such projects will be funded by NSF or NRI in the
future, but each has the potential of increasing the demand on the NPGS’s re-
sources by a similar amount.

Similarly, funds have not been available to maintain cotton genetic stocks at Col-
lege Station, TX, that cannot be managed according to routine procedures for this
crop. It is anticipated that a number of publicly-funded cotton genome projects will
deposit genetic stocks in the collection, especially because the projects are supported
by grant funds, which will expire soon.

Soybean genetic stocks currently comprise little of the soybean collection at Ur-
bana, IL. It is uncertain whether the numerous soybean genome projects will greatly
increase the number of genetic stocks incorporated into that collection. At present
about 1.4 percent of the 100,000+ samples at the National Small Grains Collection
at Aberdeen, ID, are genetic stocks. Current resources are sufficient to manage
these stocks.

Furthermore, resources are needed to conduct research (at Ft. Collins, CO, and
elsewhere) on how to effectively conserve some genetic lines with altered synthesis
of and response to plant growth regulators. Their seeds are not amenable to conven-
tional storage.

A summary of the fiscal resources devoted specifically to managing genetic stock
collections is provided, site by site. One research project at Urbana, IL, is devoted
completely to managing such a collection (for maize, i.e., corn). For other crops, ge-
netic stock collections are often considerably smaller than that for maize, and these
efforts are thoroughly integrated with much larger general crop germplasm manage-
ment efforts. In these cases, a relatively small percentage (<10 percent) of total
funds in the relevant research project is devoted specifically to managing genetic
stocks. For the total NPGS budget of ca. $32 million, an estimated $587,600, or 1.8
percent, is devoted to managing crop genetic stocks.

[The information follows:]

Percent of rel-

. evant research
Site project devoted
to genetic stocks

Funds

Aberdeen, ID (wheat and barley) 6.0 $83,900
Urbana IL (maize) 100.0 357,200




97

Percent of rel-
. evant research
Site project devoted Funds
to genetic stocks

Urbana, IL (soybeans) 4.0 27,700
Ithaca/Geneva, NY (tomato) (funds transferred to University of California, Davis, CA) ....... 6.7 54,300
College Station, TX (cotton) 4.0 58,800
Pullman, WA (pea) 0.3 5,700

AGRICULTURAL RESEARCH SERVICE (ARS) BUILDINGS AND FACILITIES

Question. The President’s fiscal year 2002 budget proposes a $44 million reduction
in funding for Agricultural Research Service buildings and facilities. The President’s
budget blueprint indicates that the Department will conduct a comprehensive re-
view of overall facility needs. Agriculture research facilities have been reviewed on
numerous occasions. The last I am aware of was submitted in August of 1999 by
the Strategic Planning Task Force required by the 1996 Farm Bill to conduct a
study of USDA research facilities and report back to the Secretary of Agriculture
and the Congress. Why is a new, comprehensive facilities’ review needed? What does
the Administration hope it will accomplish that the others did not? What guidance
has been given for this review; who will conduct the review; and when is it expected
to be completed?

Answer. Comprehensive review of USDA research facilities is needed as part of
the Administration’s review of budget proposals and priorities for preparation of the
fiscal year 2003 and future budgets. Although no formal guidance has been issued
regarding the review of facility needs, it is anticipated that existing reports will be
utilized for this review. Updated information is required, however, to determine
long-term cost commitments for projects, utilization rates for existing space, and
other determining factors that impact capital investment decisions. In addition, an
analysis of research program priorities as they relate to facility condition should be
part of our new analysis.

Question. The Congress has initiated funding for a number of projects which are
needed and supported by the Department and the ARS even if they do not make
the Administration’s priority list for inclusion in the President’s budget request.
Given budgetary constraints, these projects have been funded incrementally over a
number of years. A number of projects funded in past appropriations Acts can now
be completed if the final increment of construction funding is provided for fiscal year
2002. Given the investment made to date and to avoid further escalation in total
cost, wouldn’t it make more sense to complete these projects rather than to initiate
new projects or new phases of projects as the President’s fiscal year 2002 budget
proposes?

Answer. There are times when priorities change or when projects are recognized
as local or regional priorities when they are not part of the national research agenda
established in the annual budget process. Projects chosen for funding in the 2002
budget are those serving national needs, including the major regional research cen-
ters of the Agricultural Research Service. Most of these projects are continuing long-
term modernization efforts at existing facilities. While prior year investment to fund
construction projects is an important factor and requires our prudent review, the ul-
timate goal of completion does not serve as the decisive measure when determining
priority for funding proposals.

Question. The fiscal year 2002 budget requests $3.762 million to continue mod-
ernization of the Plum Island Animal Disease Center in Greenport, NY. Research
on foot-and-mouth disease and other foreign animal diseases that are an ongoing
threat to livestock is currently conducted at this location. Are the current facilities
at Plum Island adequate to conduct this work?

Answer. The requested modernization of the Plum Island Animal Disease Center
(PIADC) in Greenport, New York is an essential component of the requirement to
ensure the successful research on Foot-and-Mouth Disease (FMD) and other foreign
animal diseases. The facility, although safe, is not a state-of-the-art facility. The
high containment animal housing space is limited and currently is being used for
research on FMD. Modernization of these research and diagnostic facilities is critical
if we are to meet the threats posed by exotic foreign animal diseases to U.S. Amer-
ican agriculture and to human health worldwide, as PIADC is the only Federal U.S.
facility where research of this caliber can be conducted.

Question. Funding of $20.5 million has been provided to date for the Western
Human Nutrition Research Center, Davis, CA. It was my understanding that the
project scope had been down-sized to enable the project to be completed within the
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funds appropriated. The fiscal year 2002 budget requests $5 million to restore the
facility to its original scope. Why?

Answer. The Agricultural Research Service was appropriated $20,350,000 for the
design and construction of this facility. However, because of escalating building and
construction costs in California, the facility’s original scope had to be reduced from
49,000 GSF to 43,000 GSF to meet the funding available for this construction
project. While such a down-sized facility would still accommodate the projected staff-
ing level of 16 scientists, the ARS space allocations would be reduced for most func-
tions, including lab space, human studies space, offices and storage areas. Moreover,
the down-sized facility would not provide room for future program growth which
could only be accommodated in space in other university-owned buildings on the
UC-Davis campus. The benefits of consolidation in a single facility—to ARS and UC-
Davis campus—would be foregone.

INFORMATION TECHNOLOGY/SECURITY

Question. On April 30, 2001, the Chicago Tribune reported that due to lax com-
puter security, the National Agricultural Statistics Service (NASS) has left highly
sensitive crop forecasting data vulnerable and open to hackers and others who
would want to profit from having access to such data. What has the Department
done to investigate this matter and what steps has it taken to ensure that vital data
such as this throughout the Department and at its data center in New Orleans and
Kansas City are adequately protected from unauthorized access and misuse?

Answer. The Office of the Chief Information Officer (OCIO) has examined the
issues raised in the Chicago Tribune article and informed me that the allegations
are misleading. This is due, in part, to misunderstandings of NASS security proce-
dures and the perceived threat.

Both OCIO and Office of Inspector General (OIG) have concluded their reviews
of this issue. OIG has issued an opinion that NASS information is secure. They of-
fered some recommendations to further tighten security and OCIO is working to
help strengthen NASS’s security program in identified areas. In addition, security
reviews have been concluded at the Department’s major centers. I will have OCIO
provide more specific information on these security issues.

[The information follows:]

OCIO is currently working with the General Accounting Office (GAO), which has
begun its own review of NASS security practices. Information related to the NASS
crop forecasting process and security of the forecasting data has been provided. In
addition, NASS systems are currently on OCIO’s oversight review plan. A com-
prehensive security review will be conducted following the conclusion of the GAO
review.

In November, a site assessment team, comprised of security specialists, conducted
an onsite security risk assessment at the USDA National Finance Center (NFC).
The team reviewed NFC’s computer and telecommunications environment. Addition-
ally, they interviewed security personnel to determine if security measures, both in
place and planned, are adequate to protect the integrity, availability and safety of
NFC’s information resources. The review established a security baseline for meas-
uring progress at NFC and resulted in numerous findings, most of which were easily
remedied. Others, however, will require additional follow-up efforts to adequately
mitigate. Follow-up configuration management training also resulted from this re-
giew. None of the vulnerabilities found related to the potential compromise of NASS

ata.

The Cyber Security Program Office staff recently concluded security reviews (both
physical and cyber-security) of IT facilities at the National Information Technology
Center (NITC) in Kansas City. The NITC review assessed security measures already
in place and planned for NITC. The review was conducted to determine if measures
are adequate to protect the information resources hosted at NITC, and also estab-
lishing a security baseline for measuring future progress and mitigating risks. This
review was similar to one conducted recently at the National Finance Center (NFC)
in New Orleans and is part of Cyber Security’s risk-based security review pro-
gram.In addition, contracted security specialists recently completed an exhaustive
study of NITC security requirements and existing security controls. Recommenda-
tions for improvement in NITC security posture have been delivered and are cur-
rently under consideration by NITC and OCIO management. These recommenda-
tions include an analysis of alternative methods for encrypting sensitive data man-
aged by NITC systems.

Question. Over the last several years we and others have raised questions and ex-
pressed concerns about USDA’s management of and plans associated with its multi-
billion dollar effort to modernize business processes and information technology for
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its county based agencies. What assurances can you give us that this critical effort
is on track and is being managed in a cost-effective and efficient manner?

Answer. The USDA Chief Information Officer has been assigned direct manage-
ment responsibility for the information technology portion of the Service Center
Modernization Initiative (SCMI) and has taken steps to ensure that this effort is
managed cost-effectively and efficiently. A central management structure, headed by
an Office of the Chief Information Officer (OCIO) executive and assisted by a central
project management office manages the effort. The OCIO has also engaged experi-
enced private-sector support to provide assistance. According to OCIO, integrated
project plans are being used to ensure that the project is managed in an efficient
and cost effective manner. Funds provided by the Congress for this initiative are
being managed by the OCIO, and the National Food and Agriculture Council and
the OCIO develop budgets and monitor spending. Status reports are prepared and
circulated internally, and OCIO also submits quarterly reports to Congress on im-
plementation of the Common Computing Environment.

Question. For some time, USDA has been trying to improve its financial manage-
ment systems, which includes implementing its Foundation Financial Information
System (FFIS). Where does USDA stand in resolving its financial management
problems?

Answer. USDA is making significant progress in implementing FFIS. The Depart-
ment’s largest agencies are now using FFIS, and by October 1, 2002, all USDA
agencies will be using FFIS. FFIS is intended to be the foundation for other depart-
mentwide or “corporate” systems initiatives needed to ensure that the program and
financial data fed into FFIS is reliable. The Department has been formulating plans
for these corporate systems and will be implementing them in the coming years. We
will also address agency-specific financial reporting problems, which together with
improved financial management systems, should improve our audit opinion in fiscal
year 2001.

Question. Where does USDA stand on implementing the Freedom to E-File Act
for enabling farmers and others to access and file paperwork electronically with the
Department? Does USDA plan to implement GAO’s recent e-File report rec-
ommendations?

Answer. In the short term, we are continuing to expand the number of redesigned
forms available on the common Service Center e-Government web site. The initial
requirement of the Freedom to E-File Act was met through the deployment of com-
monly used Rural Development, Farm Service Agency, and Natural Resources Con-
servation Service forms to this site.

USDA is in agreement with the recommendations in a recent GAO report on our
implementation of the Freedom to E-File Act. A senior executive is leading our e-
Government efforts. He is working with agency e-Government executives on depart-
ment-wide and agency-specific plans to implement e-Government programs and
processes, consistent with legislative requirements and GAO recommendations.

Question. Table 22—1 of the President’s budget shows that total information tech-
nology (IT) investments for USDA will increase from $1.383 billion in fiscal year
2001 to $1.488 billion in fiscal year 2002. What are the major and significant
projects that will be supported by the fiscal year 2002 funding level requested? Did
USDA’s CIO and Executive Information Technology Investment Review Board
(ITIRB) review and approve each one as part of USDA’s fiscal year 2002 capital
planning and investment control process? Were any problems identified as part of
their review of these projects and, if so, what actions were taken to address them?
Which funded projects were not part of USDA’s fiscal year 2002 capital planning
an(}) investment control process, and why was each project excluded from this proc-
ess?

Answer. I will have the Chief Information Officer provide that information for the
record.

[The information follows:]

USDA’s CIO and Executive Information Technology Investment Review Board
(EITIRB) reviewed and prioritized all major projects as part of USDA’s fiscal year
2002 capital planning and investment control process. A project is defined as
“major” if it meets one of several criteria, such as having a total life cycle cost great-
er than $50 million, has a significant multi-agency impact, is mandated by legisla-
tion, or is identified as a priority by the Secretary. Significant investments are those
which do not meet the criteria to be classified as “major”, but are still deemed sig-
nificant to an agency’s business processes. The EITIRB does not review significant
projects although these projects are still part of USDA’s Capital Planning and In-
vestment Control (CPIC) Process. Significant investments are reviewed at the agen-
cy level, and OCIO is working with agencies to ensure that each agency has set up
IT executive review boards to review and approve significant and other information
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technology investments. Significant investments are also reviewed by the CIO
through USDA’s IT Investment Moratorium. Small IT projects and activities that
are neither classified as major or significant, as defined by the Office of Manage-
ment and Budget are not part of the CPIC process.

Issues or concerns raised during the EITIRB’s review are addressed by meeting
with affected investment principals, requesting improved/clarifying documentation
of proposed alternatives, and monitoring of progress to meet agreed upon objectives.
Investment activities may be restricted until all conditions are met.

Following is a list of the major and significant information technology investments
proposed as part of the fiscal year 2002 budget for the record.

MAJOR IT INVESTMENTS PROPOSED FOR FISCAL YEAR 2002

Farm and Foreign Agricultural Services.—FSA-CORE Accounting System
(CORE); FSA-Processed Commodities Inventory Management System FNS/AMS/
FSA; RMA-Emerging Information Technology Architecture; RMA-Infrastructure
Modernization, Support, and Training (IMST).

Food, Nutrition and Consumer Services.—Food Stamp Program Integrated Infor-
mation System (FSPIIS) Redesign; Special Nutrition Programs Integrated Informa-
tion System (SNPIIS) Redesign; Food Acquisition Tracking and Entitlement System
(FATES) FNS/AMS/FSA; Agency Financial Management System (AFMS); FSPIIS
Legacy System; SNPIIS Legacy System; Electronic Benefit Transfer (EBT)—Grants
to States; Advanced Planning Documents (APDs)—Grants to States.

Food Safety.—FSIS Automated Corporate Technology Suite (FACTS); FSIS-Field
Automation Information Management (FAIM).

Natural Resources and Environment.—FS-Project 615 (IBM) FS IT Infrastructure;
FS-Integrated Personnel System (IPS); FS-Connect Human Resources; FS-Timber
Information Management (TIM); FS-INFRA; FS-Natural Resources Information
System (NRIS); NRCS-New Combined Administrative Management System (CAMS—
HR) NRCS/FSA/RD; NRCS-Data Acquisition.

Research, Education, and Economics.—REE Information System (REEIS).

Rural Development.—Dedicated Loan Origination and Servicing System (DLOS);
New Guaranteed Loan System RD/FSA; Rural Utility Loan Servicing System; Pro-
gram Funds Control System RD/FSA; Automated Multi-Housing System.

Marketing and Regulatory Programs.—AMS-Livestock Mandatory Price Report-
ing; APHIS-Integrated System Acquisition Project (ISAP).

Departmental Administration.—Integrated Acquisition System (IAS); Employment
Complaints Tracking System (ECTS).

Staff Offices.—OCIO-Universal Telecommunications Network (UTN); OCIO-Serv-
ice Center Modernization Initiative (SCM-IT); OCIO-Capital Planning and Invest-
ment Control WI-TIPS (CPIC); OCFO-Foundation Financial Management Informa-
tion System (FFIS); OCFO-Payroll Engine; OCFO-Thrift Savings Plan (TSP).

SIGNIFICANT IT INVESTMENTS PROPOSED FOR FISCAL YEAR 2002

Farm and Foreign Agricultural Services.—FSA-Grain Inventory Management Sys-
tem (GIMS); FSA-Management of Agricultural Credit Systems (MAC); FSA-Debt
and Loan Restructuring System (DALRS); FSA-Farm Loan Information and Deliv-
ery System; FSA-Farm and Home Plan (FHP); FSA-Guaranteed Loan System (GLS);
FSA-Cotton Management Systems (CMS); FSA—-AMTA Enrollment and PFC Pay-
ments System; FSA-Acreage Reporting and Compliance Systems; FSA-Automated
Price Support System (APSS); FSA-Geological Information System (GIS); FSA-Com-
mon Computing Environment (CCE) Hardware and Software; FSA-Information Sys-
tems Security Program; FSA-Field Office Telecommunication; FSA-Field Office Voice
and Data Support; FSA-LAN, MAN, WAN, and Server Hardware; FSA-Micro-
computer Hardware—KC Complex; FSA-PC Software and Support; FSA-Service
Center Hardware Maintenance; FSA-Provide Microcomputer Hardware and Soft-
ware; FSA-LAN/WAN/Voice Project—Service Center Implementation; FAS-Finan-
cial Accounting and Reporting System (FARS); FAS-Overseas Computer Systems;
FAS Core Information and Communication Systems; FAS-Wide E-Commerce (GPEA
& FFMIA Implementation).

Food, Nutrition, and Consumer Services.—EBT-FNS Direct Operations; EBT—Ac-
count Management Agent (AMA); Food Program Information Infrastructure Mod-
ernization (FPIIM); FSP—Certification and Issuance Support (DRS, CRIMS); FSP—
Store Tracking, Authorization and Redemption System (STARS); Automated Funds
Control System (AFCS).

Food Safety.— Performance Based Inspection System; Laboratory Information
Management System Security.
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Natural Resources and Environment.—Forest Service FFIS; FS-National Financial
Applications; FS-Central Accounting System (CAS) Feeders; FS-Automated Timber
Sale Accounting System; FS-Budget & Ledger System for CAS; FS-Enterprise-wide
Data Warehouse; F'S-Budget Formulation & Execution System; FS-Automated Land
Project (ALP); FS-Weather Information Management System (WIMS) FS-Resource
Ordering and Status System (ROSS); FS-Forest Inventory & Analysis; FS-Radio
Communication; NRCS-Financial Management Information System—Legacy; NRCS-
Water and Climate Information System; NRCS-Strategic Analysis and Assessment
Information System; NRCS-Telecommunication Infrastructure.

Research, Education, and Economics.—ARS-Radio Program; ARS-Integrated Pro-
gram Management System (RMIS redesign); ARS-Biotechnology; Cooperative Re-
search, Education, and Extension Management System (C-REEMS); NASS-Esti-
mates Processing and Dissemination; NASS-Census and Survey Processing Systems;
NASS-Information Technology Support and Delivery; NASS Research System.

Rural Development.—Program Loan Accounting System RD/FSA; Centralized
Help Desk; Data Warehousing; Paperwork Elimination; Credit Reform.

Marketing and Regulatory Programs.—Automated Targeting System (ATS); Wild-
%\ilfe Services MIS 2000; Port Information Network Operations (PIN-Ops); Market

ews.

Question. USDA’s Chief Information Officer’s (CIO’s) fiscal year 2002 budget
shows that more that $60 million in working capital funds will be used for IT
projects in fiscal year 2001 and fiscal year 2002. What specific IT projects were
funded out of the Department’s working capital fund in fiscal year 2001 and which
specific projects have been approved for fiscal year 20027

Answer. The Office of the Chief Information Officer uses working capital funds
to support both the National Information Technology Center (NITC) and the Tele-
communications Services and Operations (TSO).

The NITC provides enterprise server services and application development serv-
ices to governmental agencies both inside and outside the Department of Agri-
culture. The NITC does not fund projects per se. NITC is a data center and provides
data center services to USDA and non-USDA customers on a competitive, 100 per-
cent fee-for-service basis. NITC services include a wide range of IT infrastructure
support to achieve effective mission performance and program delivery for customer
agencies. According to OCIO, current major initiatives NITC is undertaking include:
cyber security and disaster recovery planning, and continuing to strengthen its IT
{nfrastructure to support customers’ needs as they move to e-Government service de-
ivery.

TSO’s working capital fund operational projects are based on continuing upgrades
to support wide area network services, local area network systems, and a variety
of other telecommunications services. According to OCIO, TSO efforts are now fo-
cused on the USDA Universal Telecommunications Network which will provide all
USDA agencies with cost-effective wide area network services, and improving basic
local area network services.

Question.—The fiscal year 2002 budget for USDA’s CIO shows $7.6 million in cap-
ital equipment under the working capital funds. What will these funds be used for?

Answer. I will have the Chief Information Officer provide that information for the
record.

[The information follows:]

USDA’s CIO fiscal year 2002 capital equipment under the working capital funds
breaks down as follows:

Enterprise Server Services—NITC .......cccccoeeviiiiiiiieeicieeeeeeeeee e eeeeee e $6,425,000
Application Development Services—NITC .. 250,000
Business Services—TSO ......ccccoevvvvnnnnnns .. 40,000
Network Engineering—TSO .... 375,000
Computer Services Unit—TSO . 55,000
Network Services—TSO ....ccouvieeiiieieiriieeeieeeeeeee et eeereeeeaeeeeeareeeeans 500,000

TOTAL oottt ettt ettt te et sae et et e e seesesseessassaenaanns 7,645,000

Funds expended for capital equipment maintain the dependability and cost effec-
tiveness of NITC data center hardware and software. As new technology is released,
NITC upgrades enterprise server configurations to keep current, vendor-supported
versions of hardware and software for the NITC customers. In addition to pur-
chasing enterprise server CPU hardware/software, NITC is also purchasing environ-
mental control equipment, data storage equipment, mid-range computer technology,
telecommunications equipment, LAN server equipment, web security and applica-
tion development tools. All of these capital equipment outlays are in response to
customer demands and, as stated previously, replenished every year on a 100 per-
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cent fee-for-service basis. Furthermore, these expenses are depreciated to NITC cus-
tomers over a period of time.

TSO’s working capital fund estimated capital investment dollars for fiscal year
2002 will be used to upgrade existing systems and to purchase essential equipment
including: Oracle software upgrade, test bed server, integration of the video system
infrastructure, South Building renovation (new switches) phase III, three firewalls,
Local Area Network (LAN) upgrade, intrusion detection, spare router cards, and a
network modeling tool suite.

Question. USDA’s CIO budget shows that a total of $3,383,045 of Y2K emergency
supplemental funds remain to be obligated in fiscal year 2001. Why are these funds
still needed and for what specific purposes will they be used?

Answer. According to OCIO, the Department of Agriculture fiscal year 2001 carry-
over balance is targeted for continued Year 2000 conversion activities in fiscal year
2001, along with payment of services rendered but not yet billed to the Department,
including telecommunications services. The dollars being spent are targeted toward
a wide spectrum of non-mission critical Year 2000 compliance expenditures, which
include scientific and laboratory equipment upgrades, hardware upgrades and re-
placements, software upgrades and replacements, telecommunication system reme-
diation and program management.

Question. USDA’s budget shows that $2.036 million of the remaining ADP cap
was still unobligated as of the beginning of fiscal year 2001. What’s the status of
these funds and what activities will they fund?

Answer. The $2.036 million remaining under the CCC ADP cap will be expended
by the end of fiscal year 2001. The funds under the ADP cap will be used to cover
essential basic operating costs and maintenance of legacy systems.

GOVERNMENT PERFORMANCE AND RESULTS ACT (GPRA)

Question. What are USDA’s key performance goals for improving the management
and use of information technology throughout the Department during fiscal years
2001 and 2002?

Answer. The following are USDA’s information technology goals and performance
goals for fiscal years 2001 and 2002:

—Establish a common computing environment for USDA Service Centers, which
includes hardware, software, security, websites, telecommunications and data-
bases.

—Transition to an e-Government environment.

Question. What key goals were not met and why?

Answer. In fiscal year 2000, key IT goals for the Department were set forth in
the OCIO annual performance plan; all key targets were met or exceeded. The De-
partment will evaluate its success in meeting the above performance goals at the
close of Fiscal years 2001 and 2002 and make information available on the goals
achieved and not achieved at those points.

SERVICE CENTER MODERNIZATION INITIATIVE (SCMI) AND PLAN

Question. USDA funds its Service Center Modernization Initiative (SCMI) effort
through various appropriations and accounts. This includes Common Computing
Environment (CCE) direct appropriations, obligations from other appropriation ac-
counts, emergency and supplemental funding provisions, additional contributions/
funds from FSA, NRCS and RD’s salaries and expense and other accounts, and from
CCC ADP and other section 11 accounts. Provide a consolidated table related to the
Service Center Modernization Initiative that will include all such accounts for Fiscal
years 2000, 2001, and 2002. Also include unobligated balances, a justification for
each of the fiscal year 2002 budget items, an explanation of how they relate to the
overall effort, and whom at the department is responsible for managing and over-
seeing each of these funds.

Answer. The Service Center Modernization Initiative (SCMI) is critical to making
the Department’s field office structure leaner, more efficient, and customer-focused.
Significant progress has been made in collocating FSA’s, NRCS’, and RD’s field of-
fices into one-stop USDA Service Centers. Key to the success of the SCMI is the
establishment of a common computing environment (CCE) that allows the Service
Center agencies to share information and reduce the redundant requests, office vis-
its, and paperwork faced by customers participating in multiple programs. CCE is
also critical to meeting the requirements of the Freedom to E-File Act e-Govern-
ment. I will have the detailed information you requested provided for the record.

[The information follows:]
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SERVICE CENTER MODERNIZATION FUNDING SOURCES AND LEVELS

[Dollars in Thousands]

) . ) President’s
- Actual fiscal year  Estimate fiscal -
Activit budget fiscal
ctivity 2000 year 2001 ‘;egf 200
BPR/Management:
Business Process Reengineering:
FSA $6,249 $3,303 $11,350
NRCS 3,400 3,100 1,700
RD 1,800 3,300 2,429
Sub-Total 11,449 9,703 15,479
Change Mgt./Program Mgt:
FSA 1,050 437 266
NRCS 710 295 180
RD 457 190 116
Sub-Total 2,217 922 562
Total BPR/CM 13,666 10,625 16,041
Integrated Technology:
Common Computing Environment:
CCE Funds 2,201 69,768 44,369
FSA 7,229 4,600 4,600
NRCS 6,999 3,000 3,880
RD 1,929 3,800 4,600
Sub-Total 18,358 81,168 57,449
Telecom.Lan/WAN/Voice:
CCE Funds 0 0 15,000
FSA 1,734 3,640 4313
NRCS 1,783 3,505 3,269
RD 1,733 2,129 2,419
Sub-Total 5,250 9,274 25,001
Total, Integrated Technology 23,608 90,442 82,450
Base Data Acquisition (BDA):
FSA 1,713 1,919 5,153
NRCS 15,350 15,680 16,090
Total, BDA 17,063 17,599 21,243
Funding Source Totals:
CCE Funds 2,201 69,768 59,369
FSA 17,795 13,899 25,682
NRCS 28,242 25,580 25,119
RD 5919 9,419 9,564
Grand Total 54,337 118,666 119,734

Note: Fiscal year 2001 and 2002 levels subject to change based on availability of
agency contributions. Totals may not add due to rounding. FSA’s funding comes
from its salaries and expenses account, RD’s funding comes from its salaries and
expenses account, and NRCS’s funding comes from its conservation operations ac-
count.

(a) Includes fiscal year 2000 appropriation provided to the Office of the Secretary
for CCE that was obligated in fiscal year 2000 and fiscal year 2001 as well as funds
appropriated to the CCE account. Fiscal year 2001 amount includes $40 million pro-
vided through the fiscal year 2001 appropriations act and $19.5 million in emer-
gency funding.

Business process reengineering involves teams of Service Center employees re-
viewing their agencies’ business practices and determining how these practices can



104

be streamlined or improved to provide better service. Currently, there are about 20
active projects in various stages of development focusing on core business areas such
as lending, managing risk, conservation and environment, community development
and outreach, and administration. Each of these projects is led and funded by one
of the Service Center agencies.

Change management and program management refers to the overall coordination
of SCMI activities carried out by the National Food and Agriculture Council (NFAC)
staff. It supports customer service training, communications activities and special
projects. Funding is contributed by the Agencies and managed by the NFAC staff.

The Integrated Technology funding area provides for the IT infrastructure needed
to modernize Service Center program delivery operations. The Information Tech-
nology Working Group (ITWG) established by the USDA CIO manages this effort
and funding. This category is further broken down into the CCE Hardware/Software
component and the Telecom/LAN/WAN/Voice component as follows:

—Common Computing Environment (CCE).—The CCE is providing Service Cen-
ters with common and updated information systems by acquiring and deploying
the servers, workstations, printers, software, and other tools necessary to maxi-
mize program and customer service, as well as other administrative efficiencies.
Improvements include employee access to email, the Internet, and software pro-
ductivity tools (e.g., word processing) that will save both employee and customer
time. CCE also provides the technical infrastructure necessary for the use of
Geographical Information Systems (GIS) in the Service Centers. A priority for
fiscal year 2002 is the acquisition of application servers to support reengineered
business processes and geographic information systems.

—Telecom |LAN/WAN [Voice.—The Service Center agencies’ existing tele-
communications capacity, or bandwidth must keep pace with the growing cus-
tomer, partner, business, and legislative demands for electronic access. This
project will enable the Agencies to improve network capacity and performance
in support of customer demands and the requirements of legislative mandates.

Base data acquisition funds will allow us to continue the development of Geo-
graphic Information Systems (GIS) data layers. GIS will provide Service Center
agencies with the ability to improve customer service in many ways. For example,
determinations of field measurements, classifications and uses will be more accurate
and timely. Base data funding is managed by each Agency. Coordination occurs
through an interagency GIS team that also coordinates with other USDA agencies
and external partners. While we have made significant progress, we will need your
continued support over the next few years to complete key data layers and imple-
ment our reengineered processes. Fiscal year 2002 funding will maintain the current
level of NRCS base data acquisition, but will accelerate the FSA Common Land
Unit digitizing that is a key data layer needed by all three agencies.

Question. What kinds of technical refreshments are planned over the next several
years for the thousands of high-end desk-top computers, notebooks, workstations
and peripherals already purchased and deployed and how much will it cost?

Answer. USDA recognizes the need to regularly refresh technology components as
they age and has included that concept in long range plans. We will be determining
our fiscal year 2003 needs for technology refreshment during the budget process this
summer. The initial priorities will be to replace workstations purchased early in the
CCE implementation.

Question. What is the current status and estimated completion date associated
with implementing each of the major projects identified in USDA’s December 2000
Service Center IT Modernization Plan?

Answer. An integrated project plan has been developed for each of the nine
projects Individual tasks needed to complete this projects are built around the over-
all milestones laid out for the various components of the Common Computing Envi-
ronment (CCE). Specific information is provided for the record.

[The information follows.]

Fiscal year 2001

March 31, 2001—Deploy AS 400 servers to FSA to ensure connectivity to legacy
syste(rlns and provide a basis for migrating program applications. STATUS: Com-
pleted.

April 30, 2001 to September 30, 2001—Pilot test telecommunications alternatives
and develop Internet plan to upgrade capacity to support e-Business and agency
web applications. STATUS: Underway, pilot will continue into the fall of 2001, plan
will be complete in September 2001.

April 30, 2001 to September 30, 2001—Conduct comprehensive information and
systems security planning and analysis. STATUS: Underway, on schedule.
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May 2001 to September 2001—Provide necessary systems and end-user training
to support fiscal year 2001 initiatives. STATUS: On schedule.

June 30, 2001 to September 30, 2001—Acquire and deploy remaining
workstations. STATUS: On schedule, deployment may continue into October.

June 30, 2001 to September 30, 2001—Support targeted implementation of se-
lected technologies (GPS, digital cameras, etc.) STATUS: On schedule, team final-
izing requirements.

June 30, 2001 to September 30, 2001—Acquire GIS enterprise license. STATUS:
On schedule, procurement process initiated.

July 31, 2001 to October 31, 2000—Deploy Electronic Access Initiative invest-
ments and fund a second round of investments to provide a secure web environment
to support e-Government STATUS: On schedule.

October 2000 to November 2001—Acquire and deploy shared network servers in
all offices to enable enterprise-wide information sharing, common email, and remote
management of workstations STATUS: Pilot installation completed and operational.
Anticipate meeting end dates.

Fiscal year 2002

October 1, 2001 to September 30, 2002—Acquire and deploy application/GIS hard-
ware and software nationwide; deploy enterprise-wide GIS software.

October 1, 2001 to September 30, 2002—Provide comprehensive end-user training
to support the fiscal year 2002 initiatives listed above.

October 1, 2001 to September 30, 2002—Make the capital investments needed to
upgrade telecommunications to support Internet and web applications.

Question. Does USDA still plan to have the SCMI completed and fully operational
in 20027 If not, when will it be completed and how much will it cost in total to com-
plete it?

Answer. The basic CCE infrastructure will be in place by the end of fiscal year
2002 with requested funding. Once the basic infrastructure is in place, additional
investments will be considered to maintain the infrastructure and provide sup-
porting devices that will enhance the capability and efficiency of the SCMI.

Question. The December 2000 plan also notes improved productivity at Service
Centers by virtue of deploying a set of common tools such as e-mail, office automa-
tion software, secure Internet access and sharing, telecommunications, and business
applications. Are USDA service centers’ employees presently using these common
tools? If not when will service center employees be able to use each of these tools?

Answer. According to OCIO and Service Center agency representatives, the Serv-
ice Center agencies are now using shared telephone systems, data connections,
internet access, common workstation software such as word processing and spread
sheet and other applications. They are also using common GIS software, common
web tools and equipment and common data definitions, data warehouse tools, ad-
ministrative software and other tools. A common customer information management
application is nearing completion, as are other shareable business applications. The
employees are also supported by a common Help Desk system. With the deployment
of the network servers by the end of fiscal year 2002, the employees will be on the
same e-mail and messaging system and share new and sophisticated security tools.

Question. USDA’s budget says that the Department is in the final stages of deter-
mining the cost effectiveness of placing an application server in every location or
clustering them in fewer locations. When will USDA complete this analysis and
what potential cost savings exist should the Department consolidate and employ
more centralized server operations using larger capacity servers wherever possible?
Did USDA perform a similar study before buying network servers for every location
and, if not, why?

Answer. According to OCIO and Service Center agency representatives, the Com-
mon Computing Environment Applications Architecture that is scheduled for com-
pletion by the end of this year will address the question of centralizing or distrib-
uting application server operations. Potential cost savings have not been deter-
mined, but will be defined when this study is completed.

I have also been informed that a similar analysis was completed prior to the ac-
quisition of the network servers. The analysis determined that the use of the cur-
rent telecommunications facilities would have resulted in a delay of over 20 minutes
for an employee requesting a typical customer file from a remote server. The cost
of increased bandwidth telecommunications service was compared to placing servers
at individual offices in the study, and it was determined that increased tele-
communications was much more than the purchase of individual servers. An addi-
tional consideration was the continued ability to service customers even if the net-
work connection became inoperable.



106

Question. Are the Service Center IT agencies using existing USDA contract vehi-
cles or their own separate contracts to acquire the same or similar technologies and
if so what’s the rationale and cost implications for doing so? Has the CIO’s office
reviewed and approved using separate contract vehicles?

Answer. According to the Chief Information Officer, whenever possible, USDA
Service Center agencies use existing USDA or other Federal Government contract
vehicles to acquire goods and services. As of this date, existing contracts have been
used for all CCE purchases. We expect to continue that approach unless there is
a special need that cannot be met with an existing contract. The USDA CIO reviews
and approves all contract purchases.

Question. Since 1995, USDA has had various efforts underway to reengineer busi-
ness processes and reform service delivery in county offices across the U.S. Which
business processes have USDA successfully reengineered for each of the farm serv-
ice agencies? What efficiencies, savings, or benefits to customers have been gained
as a result of each reengineered business process? When will USDA complete re-
engineering the remaining ones?

Answer. I will have information on past reengineering efforts provided for the
record. We will continue to build on these efforts through IT innovation and the im-
plementation of e-Government initiatives.

[The information follows:]

The USDA Service Center agencies have made significant progress in business
process reengineering (BPR). The agencies initial BPR projects documented the re-
quirements for the current round of CCE equipment that is being deployed. These
projects include the GIS based Customer Service, Wetland and Easement Toolkits
that automate conservation planning and wetlands and environmental assessments.
The Service Center Information Management (SCIMS) and Land Use projects,
which provide the foundation for the agencies to manage customer and land records,
are nearing completion. SCIMS will enable FSA, NRCS, RD and the Conservation
Districts to fully share information and coordinate to improve service to customers.
The agencies have developed and continue to evolve a common set of administrative
processes including the Combined Administrative Management System (CAMS)
which initially automates shared human resources management functions, the Of-
fice Information Profile (OIP) which provides information on offices, and common di-
rectives. OIP and CAMS are currently being integrated. These systems provide
foundations on which the agencies will build.

Business process reengineering is an ongoing process, and work continues on a
number of other projects. Following are two examples.

—Rural Development has made significant progress in reengineering and deploy-
ing applications such as the Guaranteed Loan and Multi-family Housing sys-
tems. It has also made significant progress in developing a common data
warehousing systems that can help associate program data with demographic
information.

—The Service Center agencies and their partners have developed an agreed upon
set of data standards and definitions that enable the sharing of data. The agen-
cies are developing a Resource Data Gateway for the creation and distribution
of GIS data to the Service Centers and customers.

Through the Electronic Access Initiative, the Service Center agencies are working
together to provide the infrastructure needed to enable customers to do business
with the Department electronically and are planning to bring more services the
Internet. These plans represent the next phase of agency business process re-
engineering. Customer benefits and cost savings are beginning to be realized. For
example, an NRCS soil conservationist reports that more conservation filter strip
designs can be offered to customers because GIS has helped reduce the time it takes
to develop them.

FREEDOM TO E-FILE ACT

Question. When the Freedom to E-File Act is fully implemented, how will farm
services be improved and what specific business processes will be automated as a
result? To what extent will farmers and others covered under the act still have to
visit a service center to participate in USDA’s programs?

Answer. Once the Act is fully implemented it is envisioned that the Service Cen-
ter agencies and Risk Management Agency will provide services using both elec-
tronic and traditional methods to meet the varying needs of its customers. Some
customers will conduct business solely via the Internet while others will continue
to conduct business in the more traditional paper-based fashion or through a com-
bination of electronic and traditional. The choice of the number of visits the cus-
tomer makes to the office site will ultimately rest with the customer. Eventually,
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virtually no trips to the USDA service centers will be required to conduct trans-
actions. There will still be a need for some customer visits in June, 2002.

According to OCIO, most of the service center agencies’ business processes are al-
ready automated in some manner. However, the migration to on-line delivery of in-
formation and services will impact virtually every one of the agencies’ processes
where interaction with the customer is required. These processes will have to be re-
vamped in a manner that reasonably ensures customer understanding and success-
ful use in the non-service center environment.

Question. What steps are being taken by the Department to ensure that USDA
meets the Freedom to E-File Act legislative deadlines of December 1, 2001 and June
20, 2002 for providing farmers and others covered under the act the ability to file
electronically for services with the Department? What has been accomplished so far?

Answer. The Department’s e-Business Executive and the OCIO are working with
Service Center Agency program and IT leaders to develop a comprehensive e-Gov-
ernment strategy and project plan within an overall framework which addresses
common issues such as infrastructure, policies, training, and agency-specific pro-
gram delivery requirements. The major accomplishment so far is that FSA, NRCS,
and RD deployed a common Internet web site to meet the first set of requirements
of the Freedom to E-File Act, which enables agricultural producers and RD cus-
tomers to access and download forms used to participate in the agencies’ respective
programs and services. Additionally, RMA developed its implementation plan and
sent guidance to private insurance providers on what they need to do to conduct
transactions electronically by December 2001.

Question. GAO made a series of recommendations to help USDA better ensure
success in meeting the provisions of the Freedom to E-File Act. Where does the de-
partment stand on implementing each GAO recommendation?

Answer. USDA agrees with the recommendations of the GAO report, that both the
development of a comprehensive plan and the assignment of a senior-level official
with overall responsibility, authority, and accountability for the effort, is necessary
to ensure the Service Center agencies, together with the RMA, meet the tight dead-
lines of the Act.

We have a Senior Executive, as well as an executive working group coordinating
efforts in the Department. We received OMB approval of resubmitted RD forms in
March and are in the process of completing a comprehensive plan to meet the re-
quirements of the Freedom to E-File Act.

ELECTRONIC SERVICE, E-GOV, AND GOVERNMENT PAPERWORK ELIMINATION ACT (GPEA)

Question. The Internet and other new technologies have made new demands on
government agencies to greatly expand their ability to provide electronic services to
the public. Where does USDA stand in developing and implementing an overall e-
Gov strategy to help guide its e-Gov transition? What major obstacles are there to
providing these kinds of electronic services at USDA and what efforts are underway
to address them?

Answer. The Department is working to develop a framework for planning and im-
plementing e-Government initiatives. According to the Chief Information Officer,
this e-Government framework will serve as a blueprint of policies and procedures
that articulates a defined vision and strategy to ensure a common understanding
regarding e-Government and will give agencies knowledge with which to make good
business decisions.

The major obstacles identified by OCIO and agencies include the resource-inten-
siveness of efforts, the need to organize activities across the Department, and the
difficulty of authenticating the transmission of sensitive data. A readiness assess-
ment of the agencies and customer groups relative to their capability to engage in
e-Government will be conducted. We expect that more specific obstacles and chal-
lenges will be identified in this assessment relating to organizational and technical
readiness to implement e-Government initiatives. We will also be evaluating the
funding requirements and the need to scale existing telecommunications capabili-
ties.

Question. The Government Paperwork Elimination Act (GPEA) specifically re-
quires each agency, including USDA, to implement procedures necessary to offer se-
cure electronic services for all its components and offices by October 2003. What
progress has USDA made to implement GPEA?

Answer. USDA agencies developed initial plans for complying with GPEA in Octo-
ber 2000. These plans identified business processes deemed important to automate
in accordance with OMB guidance. OCIO has been conducting customer service vis-
its to each of the Department’s agencies to understand the type of information, guid-
ance, and support the agencies need to ensure good planning that leads to successful
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implementation. OCIO is currently working with agency representatives to prepare
a comprehensive e-Government framework of policies and procedures for the depart-
ment. Efforts of agencies showing significant progress, including the Foreign Agri-
cultural Service, Animal Plant and Health Inspection Service, and E-File Act agen-
cies, will serve as a model for the rest of the Department in developing the frame-
work and meeting GPEA requirements.

Question. Obviously, building and supporting a secure and private communica-
tions network infrastructure and electronic records management process will be of
the utmost importance. What specific steps is the department taking to provide
these very basic kinds of assurances to USDA customers and the public?

Answer. The strengthening of computer security and protection of the privacy of
information in the Department’s computer systems is a top priority. USDA agencies
have been actively engaged in security planning at both the department and agency
levels. The Department will continue to address security needs and privacy issues
through close collaboration between the Secretary, OCIO, and individual USDA
agencies. I will have the Chief Information Officer provide more detailed informa-
tion for the record.

[The information follows:]

Long-term objectives are concentrated around building the compatible architec-
tures of security, IT, and telecommunications which are flexible and capable of
meeting both the service level requirements and the security requirements. With
contractor assistance we will establish the telecommunications and security base-
lines, establish our technical options, and develop a security selection matrix and
a security architecture maintenance process.

USDA has also taken important steps to implement its comprehensive action plan
to strengthen Cyber Security. In fiscal year 2001, the Department has expanded the
Cyber Security Program Office and begun implementation of key programs under
its comprehensive security framework. The Associate CIO is working with the CIO,
who also serves as the Department’s Senior Official for Privacy Policy, and indi-
vidual agencies to assure the privacy of customer and other confidential data main-
tained in USDA information systems.

Short-term objectives are concentrated around securing the outer perimeter of the
Departments telecommunications backbone network and addressing immediate se-
curity needs. Specific steps include:

—Improving current delivery of services over the Internet. This is being accom-
plished by deploying additional firewalls, filtering in routers, and intrusion de-
tection systems across the backbone network that together provide a much-im-
proved level of network security.

—Improving network oversight. OCIO has purchased and installed scanning and
penetration testing tools which are used to provide constant network moni-
toring.

—Developing specific security architecture components to meet short term needs
which will be compatible with our long-term architecture goals.

In addition, the OCIO has been engaged with the USDA agencies to raise their
awareness of the need to address electronic recordkeeping and to include electronic
records requirements into both current and future systems design. Agencies have
also been provided information on the migration of data and information from leg-
acy to new systems and that the associated costs must be planned for as part of
the system development life cycle costs. The need for long-term retention of records,
such as loans that can span in excess of 40 years, is under discussion. Of concern
is the need to plan for the verification, validation and authenticity, and the storage
media as records as migrated from one systems to another.

USDA also has Departmental policy on electronic recordkeeping requirements.
The USDA Department Records Officer has been actively engaged in external elec-
tronic recordkeeping groups to ensure USDA’s policies address the current and fu-
ture environments. While progress has been made, as USDA moves toward a broad-
er electronic environment, where paper records are no longer the record copy, much
more needs to be done. To further address this need, OCIO recently established an
e-Government Program staff to further address electronic records requirements.
OCIO will be forming a team of agency business experts, information technologists,
and records officers to address electronic recordkeeping requirements in the Internet
environment. To this end, USDA is exploring the need for a corporate information
infrastructure and taxonomy to address common records disposition requirements.
This corporate approach will enable USDA to address electronic recordkeeping
issues more quickly and provide a common approach for USDA employees and a
common message to USDA’s customers regarding USDA’s commitment to best rec-
ordkeeping requirements in the electronic environment.
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INFORMATION TECHNOLOGY (IT) SECURITY

Question. Were security plans developed for all new IT investments approved for
fiscal year 20027 If so, how and by whom were these plans evaluated, reviewed, and
approved?

Answer. According to the Chief Information Officer, security requirements for
USDA’s Capital Planning and Investment Control Process were recently enhanced.
More rigorous security requirements have been included to ensure that plans for all
new systems identify specific security controls, costs, and schedules. This will en-
sure that security requirements are adequately addressed during the review of
USDA information technology investments and that the Department will have a
baseline from which to monitor security progress.

Both the Office of the Chief Information Officer (OCIO) and the Office of Inspector
General (OIG) have concluded their reviews of this issue. OIG identified several
weaknesses and NASS has already corrected most of them and aggressively imple-
mented plans to correct the rest. In addition, security reviews have been concluded
at the Department’s major centers. I will have OCIO provide more specific informa-
tion on these security issues.

According to OCIO, this year agency security plans were required to be signed by
the respective agency head before submission to OCIO, thereby ensuring senior
management scrutiny. All plans are initially assigned to a staff security specialist
for review, followed by review by the Associate CIO for Cyber Security. If necessary,
the stibmitting agency will be contacted for amplification or clarification prior to ap-
proval.

Question. USDA has been criticized in the past for having significant computer
security weaknesses and in January 2001, GAO designated computer security at
USDA as a major performance and accountability challenge. What management pri-
ority has the Department assigned computer security and where does USDA stand
on implementing each of GAO’s and the USDA OIG’s recommendations?

Answer. The protection of the security and privacy of USDA information resources
is a top management priority. The Department developed a comprehensive action
plan to strengthen Cyber Security and has taken important steps to implement the
plan. The Department’s Associate CIO for Cyber Security is leading a corporate ap-
proach to protecting USDA information resources and is working with the CIO and
individual agencies to assure the privacy of customer and other confidential data
maintained in USDA information systems. The Department will continue to address
security needs and privacy issues through close collaboration between my office,
OCIO, and individual USDA agencies. I will have the Chief Information Officer pro-
vide more detailed information for the record.

[The information follows:]

USDA’s “Action Plan to Strengthen USDA Information Security” provides a sound
strategy, based on the best practices of leading organizations, for identifying com-
puter security vulnerabilities and implementing mitigation procedures and mecha-
nisms. Both the GAO and USDA’s OIG have favorably reviewed this plan and have
recommended implementation. Progress OCIO has made to implement its cyber se-
curity plan and address GAO and OIG recommendations include:

—The centralized management focus of the cyber security program will be
strengthened and expanded to provide additional oversight and hands-on prob-
lem solving. This central management strategy will position USDA to be in ac-
cordance with oversight guidance, the requirements of legislative mandates, and
the strategies practiced by many of the most successful government and private
security organizations. Recent additions to the Cyber Security Program Office
staff provide the Department with the expertise and experience necessary to im-
prove USDA’s cyber security posture.

—With funds provided in fiscal year 2001 to implement a Department-wide Risk
Management program, the Cyber Security Program Office has contracted to de-
velop risk assessment checklists, issue guidance, conduct training, and work di-
rectly with OCIO and the agencies in conducting risk assessments. Agencies
will ultimately be responsible for conducting and funding agency risk assess-
ments and providing the results of those risk assessments to the central Cyber
Security Program Office. Risk assessments and subsequent data analyses will
form the basis for the decision-making process required to protect USDA’s crit-
ical cyber infrastructure.

—The OCIO Cyber Security Program project plan also calls for a major effort in
fiscal year 2001 to refine the requirements for security architecture and begin
its design and implementation. With these funds, contract expertise will be em-
ployed to assist with the refining of USDA security requirements, establishment
on the Department’s security baseline and the development of a security archi-
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tecture methodology. Design and implementation of the security architecture
will follow.

With funds specifically designated for these programs, OCIO’s Cyber Security Pro-
gram Office will continue to build on its work in the areas of risk management and
security architecture development. Specific vulnerabilities and weaknesses cited in
the most recent OIG review focuses on operational security controls and procedures.
This review cited a large number of security weaknesses, some of which are highly
sensitive. Most of the items identified by OIG have been corrected or mitigated.

Question. How much will be spent in fiscal year 2002 across USDA on information
security management for staff, software, and other related expenses? [Please break
out the number of information security management staff in and total security dol-
lars spent at each agency and office.]

Answer. In large part, the cost for security of USDA information technology sys-
tems is not accounted for separately from overall capital investment costs. This is
consistent with past Office of Management and Budget (OMB) direction. OCIO is
currently working with agencies to develop an accurate estimation of fiscal year
2002 security expenditures. We will forward that information when it is available.

Question. What has USDA done to identify, track, and correct security weaknesses
and vulnerabilities that exist throughout the Department? How many such in-
stances have been reported since the beginning of fiscal year 2000, by each fiscal
year, and by mission area/agency/staff office?

Answer. The Department is working to correct vulnerabilities identified by GAO
and OIG as well as by the Cyber Security Program Office. Vulnerabilities are identi-
fied through audits, security reviews, and the scanning of our information systems.
The CIO has informed me that while we do not have information in the format you
requested, we do have information on vulnerabilities and efforts are underway to
improve the way risks are tracked and managed. I will have that information pro-
vided for the record.

[The information follows:]

The OIG just completed an assessment of 1,200 of USDA’s devices and found
3,300 high and medium security vulnerabilities within seven agencies. Their evalua-
tion concluded all agencies tested had poor controls over physical and logical access
to sensitive data and systems. The Cyber Security Program Office is implementing
comprehensive programs to manage risks and work with agencies to correct
vulnerabilities.

In fiscal year 2001, the Cyber Security Program began onsite reviews as part of
the new Risk Management Program. Recognizing that comprehensive and thorough
risk assessments of USDA’s information assets must become an integral part of IT
management within the Department, the OCIO Cyber Security Program began con-
ducting onsite reviews at critical USDA facilities. Thus far, comprehensive assess-
ments have included the National Finance Center and the National Information
Technology Center. Vulnerabilities identified thus far, when added to those identi-
fied by GAO and OIG, total approximately 3,800.

The Department tracks and is working to correct operational security weaknesses
identified by OIG and the Cyber Security Program staff. Vulnerabilities are identi-
fied through audits, security reviews, network scans, and intrusion detection mon-
itors. Specific vulnerabilities and weaknesses cited in the most recent OIG review
focuses on operational security controls and procedures. This review cited a large
number of security weaknesses, some of which are highly sensitive. Most of the
items identified by OIG have been corrected or mitigated. If the Committee desires,
I will have the OCIO Cyber Security staff provide a briefing on the state of USDA
computer system vulnerabilities.

Also in fiscal year 2001, the Cyber Security Program initiated its development of
risk assessment tools as part of its Risk Management Program. The Cyber Security
Program Office has made significant progress in developing the methodologies and
tools required to perform effective risk assessments of the Department’s information
assets. Contract support has been obtained to develop risk assessment tools and to
work directly with USDA agencies in conducting actual risk assessments. These risk
assessment tools will be used to assess existing mission critical systems as well as
future IT acquisitions. Contracts call for all risk assessment tools to be field-tested
and independently appraised.

Funding received in fiscal year 2001 for staffing the OCIO Cyber Security Pro-
gram has allowed USDA to add security specialists with the experience and exper-
tise needed to train and counsel agency security staffs. Over the past year, experts
in the fields of configuration management, mainframe and desktop security, phys-
ical security, risk management, network security, and other disciplines have been
hired to both oversee the Department’s Cyber Security Program and assist agency
security specialists meet their respective security responsibilities.
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Question. Have all USDA computer system and networks that handle highly sen-
sitive data, including NASS information, been tested for vulnerabilities and risks?
If so, what general types of problems were identified and what types of steps are
being taken to address them?

Answer. USDA’s Computer Security Program is following a risk-based facility re-
view program to fully assess USDA’s critical infrastructure. Computer security
measures have been evaluated at our major data centers and NASS. This strategy
involves on-site reviews of major USDA information management facilities based on
their relative criticality to the organization. According to the Associate CIO for
Cyber Security, facilities of the highest priority will be reviewed twice each year,
and less critical facilities will be reviewed once each year. At the same time, the
Cyber Security Program Office is implementing essential security programs and
projects that include security risk management, a security architecture, configura-
tion management, physical security management, intrusion detection and preven-
tion, system certification, disaster recovery, and security standards and enterprise-
side controls. I will have the CIO provide more specific information.

[The information follows:]

Vulnerabilities identified by OCIO, GAO and OIG generally fall into the following
categories:

—Corrective actions for known vulnerabilities are not being implemented.

—Inadequate skills within USDA’s security program to implement and maintain
security devices and procedures.

—Low level of management attention to security requirements.

—Inaldequate resources to acquire, implement and manage necessary security con-
trols.

—Pressures arising from legislation and customer demand to move to new tech-
nologies that are inherently riskier without proper attention to security.

—Inadequate network and system access controls.

—Transmission of sensitive information in unencrypted formats.

To support current and future delivery of services over the Internet, USDA must
develop a comprehensive electronic security architecture. Activities to improve the
USDA security architecture thus far include deploying: 1) additional firewalls, 2) fil-
tering in routers, and 3) intrusion detection systems that together provide a much-
improved level of network security.

Funding was received in OCIO’s fiscal year 2001 budget specific to the develop-
ment of a USDA Security Architecture; a contract effort has begun to assist the
Cyber Security Program staff with security architecture design. Additionally, the
Department has already established firewalls across its telecommunications back-
bone network, procured system monitoring and evaluations tools, and is negotiating
for a Department-wide contract to provide intrusion detection mechanisms. These
devices will allow OCIO staff to participate in active network monitoring. Collec-
tively, these security controls provide a more strict and coordinated enforcement of
network access and use.

The OCIO has initiated a backbone security program to address a broad range
of security issues. This program is designed to establish security standards and poli-
cies, identify and install security mechanism and tools and engage agencies in the
application of uniform procedures that, collectively, will provide a rigorous set of
standard security controls to ensure the integrity, availability and confidentiality of
information transmitted across the Department’s network. Specific activities
planned or underway include:

—Encryption.—The objective of this initiative is to identify a set of common
encryption requirements that will ensure the safety of data transmitted across
the USDA telecommunications backbone network. These requirements will ad-
dress information asset classification, assessment of vulnerability, physical and
logical controls, and the tools and procedures necessary to provide a rigorous
process designed to eliminate the risk of fraud and misuse of sensitive informa-
tion.

—Network Security.—The USDA Network Security program is designed to imple-
ment security tools, procedures and policies designed to deter unauthorized and
potentially damaging access to the Department’s backbone telecommunications
network. These mechanisms will provide both preventative and detective con-
trols through a consistent monitoring and filtering system that will ensure the
safety and reliability of information as it traverses the network. Additionally,
the Department has requested additional support from law enforcement in in-
vestigating unauthorized access to our computer systems.

OCIO has already deployed firewalls, filtering in its routers, and intrusion detec-

tion systems that together provide a much-improved level of network security. For
the USDA Telecommunications Backbone Network, firewalls have now been in-
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stalled at every Internet access point. Scanning procedures and tools are in place
and reports are produced daily. Three separate ISS scan tools and other security
monitoring tools have been purchased and installed at USDA’s headquarters com-
plex. These devices will allow OCIO staff to participate in active network moni-
toring. Collectively, these security controls will provide a more strict and coordi-
nated enforcement of network access and use.

—Electronic Access Security Design.—The objective of the Electronic Access Secu-
rity Design initiative is to engage contractors to work with security and network
personnel in USDA county-based agencies (RD, FSA, and NRCS) and the OCIO
to develop and recommend a comprehensive information security program for
Internet/Intranet/Extranet services (Web Farms) and to standardize security-re-
lated efforts. Outcomes expected from this effort include 1) a generalized logical
architecture; 2) a physical implementation of the logical architecture including
integration testing in a laboratory environment, and: 3) a generalized support
infrastructure including staffing, policies, procedures, and management proc-
esses.

Agreement has now been reached on a USDA Web Farm architecture. At a min-
imum, all internet-based implementations must agree with the standards estab-
lished for USDA firewall settings. Virtual Private Network’s (VPN’s) established to
transmit sensitive data will follow the methodology already established within
USDA for VPN tunneling. This will provide for secure data designations ranging
from anonymous to “non-repudiation”. Web Farm transmissions will be built on a
standardized TCP/IP protocol stack and will require the segregation of public service
traffic and USDA internal services. USDA services will be accessed only through au-
thorized paths.

In addition to the logical controls and security personnel requirements, OCIO is
currently in the process of establishing physical security standards for all Web Farm
development. These standards, developed in conjunction with USDA’s physical secu-
rity staff, will set forth the minimum physical security requirements that must be
met prior to implementation. The physical security requirements will be finalized
by the end of fiscal year 2001.

Question. How is the Department overseeing the expanded use of electronic tech-
nologies to ensure there are adequate levels of security and privacy over Depart-
ment-wide information resources?

Answer. Our Chief Information Officer is working closely with the Department’s
IT and business leaders to ensure adequate security and privacy as we expand the
use of technology in conducting business. USDA must ensure the privacy of cus-
tomer information, customer transactions, and other sensitive data it maintains.
OCIO is currently in the process of updating functional requirements, position de-
scriptions, and skill-set requirements for personnel who will be assigned responsi-
bility for managing privacy issues. Comprehensive security policies and programs
are also being implemented at the Department-level to ensure a corporate approach
to mitigating security weaknesses and protecting customer privacy. Right now a risk
management program and security architecture are under development and more
programs are planned in implementing the Department’s comprehensive security ac-
tion plan.

According to the CIO, to ensure adequate security in meeting the mandates of the
Freedom to E-File Act, cyber security program staff members have worked closely
with Service Center agencies’ personnel to develop and begin implementing a com-
prehensive Web Farm architecture with adequate security controls. This architec-
ture utilizes common hardware, software, configurations, security, policies and pro-
cedures, and staffing to ensure an orderly transition to delivering services over the
Internet.

USDA’S FOUNDATION FINANCIAL MANAGEMENT SYSTEMS (FFIS)

Question. When does USDA anticipate fully implementing FFIS and how much
will the system cost to develop and operate once its completed?

Answer. FFIS will be fully implemented in all USDA agencies on October 1, 2002.
An assessment is underway to determine the full operational costs once all seven-
teen USDA agencies/organizations are implemented and in full operation.

Question. How much does USDA plan to spend in fiscal year 2002 to further im-
plement its FFIS and related improvements?

Answer. The USDA fiscal year 2002 FFIS implementation budget is $17,468,700.
Agencies have additional costs as they make improvements to their systems, which
feed data to FFIS.
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Question. How many agencies are currently using FFIS to input their financial
information, and when does the Department expect all agencies/offices to be using
FFIS?

Answer. There are currently eight USDA agencies using FFIS. All USDA agencies
are expected to be using FFIS by October 1, 2002.

INFORMATION TECHNOLOGY (IT) CONTRACTING

Question. How much does USDA expect to spend in fiscal year 2002 for IT con-
tractor support services by mission area/agency/office, and how much was spent for
such services in fiscal year 2000/2001?

Answer. The Chief Information Officer provided the following table, which shows
the fiscal year 2000, and estimated 2001 and 2002 funding for USDA IT contractor
support services by agency:

USDA SUPPORT SERVICES COSTS BY AGENCY

[Millions of Dollars]

Agency Fiscal year 2000  Fiscal year 2001  Fiscal year 2002
Agricultural Marketing Service $4.0 $4.8 $1.7
Agricultural Research Service 3.8 42 4.1
Animal and Plant Health Inspection SErvice ...........ccocovmiverirverireerens 3.7 35 3.6
Coop State Research, Education, & EXteNSion ........cc.cccvevvvevecreierieiieinne 2.1 3.0 34
Departmental Administration 49 73 139
Economic Research Service 0.4 0.2 0.2
Farm Service Agency 49.7 37.8 53.8
Food and Nutrition Service 10.5 9.9 12.0
Food Safety and Inspection Service 5.1 6.1 6.1
Foreign Agricultural Service 12 10.0 10.1
Forest Service 59.0 55.2 62.8
Grain Inspection, Packers & Stockyards Admin ........ccooeneinneinninneinens 0.1 0.1 0.1
National Agricultural Statistics Service 0.6 1.2 1.9
National Appeals Division
Natural Resources Conservation Service 12.8 8.7 7.2
Office of Budget and Program Analysis 0.6
Office of Co ications 0.0 0.0 0.0
Office of General Counsel
Office of Inspector General 0.1 0.1 0.2
Office of the Chief Economist 0.1 0.1
Office of the Chief Financial Officer 317 28.9 19.2
Office of the Chief Information Officer 26.4 32.6 29.4
Risk Management Agency 10.8 71 15.5
Rural Development 13.7 34.4 25.4
U.S. Department of Agriculture 246.6 255.2 2713

Question. To what extent has USDA analyzed and assessed opportunities to
outsource additional IT support services over the next several years? What specific
areas would such outsourcing cover and what are the expected costs/benefits?

Answer. USDA has conducted its fiscal year 2000 FAIR Act Inventory as required
and identified IT jobs that could potentially be outsourced. The OCIO and individual
agencies are preparing to conduct cost comparisons for jobs in the Inventory. Once
these studies are conducted, we will be able to identify costs and benefits of
outsourcing these IT positions.

CHIEF INFORMATION OFFICER (CIO)

Question. What has the CIO identified as its major/key performance goals for fis-
cal year 2002?

Anflwer. I will have the Chief Information Officer provide that information for the
record.

[The information follows:]

OCIO’s performance goals for fiscal year 2001 and fiscal year 2002 are as follows:

Goal 1: Enhance Customer Service and Operational Support.

Performance Goals:

—Support the USDA Enterprise Architecture.

—Develop new services and increase OCIO customer base for existing services.

—Improve customer service quality.
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—Develop and implement USDA Universal Telecommunication Network.

—Improve performance of existing network through enhanced network manage-
ment capabilities.

Goal 2: Improve and Enhance Information Technology Capital Investments Proc-

ess and The Skills of the Information Technology Workforce.

Performance Goals:

—Enhance the Capital Planning and Investment Control Process by increasing
use of USDA’s I-TIPS.

—Increase the number of corporate projects and information systems.

—Complete USDA IT skills assessment.

—Develop an IT Workforce plan.

Goal 3: Effective Stewardship through Enterprise Program Management Perform-

ance Goals:

—Develop and implement a common computing environment infrastructure for
USDA’s Service Centers which includes the whole package of hardware, soft-
ware, security, websites, telecommunications and databases, but excludes the
development of applications.

—Transformation to a fully integrated e-government environment.

Goal 4: Develop, Implement and Maintain a Secure and Confident IT Environ-

ment while Protecting Privacy.

Performance Goals:

—Provide policy, guidance and training to strengthen USDA information security
to all USDA agencies.

—Evaluate all mission critical information systems and identify all
vulnerabilities.

—Develop mitigation plans for vulnerabilities discovered through formal threat
assessments.

—Develop policies and guidelines that provide agencies with security standards
and repeatable procedures that ensure information assets remain safe and
available.

Question. What are the total costs in fiscal year 2001 and fiscal year 2002 to oper-
ate the National Information Technology Center located in Ft. Collins, Colorado?
(identify and include all categories of costs) What is the rationale and justification
for maintaining the separate Ft Collins office and has USDA performed any cost/
benefit studies of maintaining this separate office rather than performing its func-
tions out of the CIO’s headquarters office in Washington D.C.?

Answer. The NITC program in Fort Collins (NITC-FC) is an organizational divi-
sion of NITC but is a separately funded activity within USDA’s Working Capital
Fund. NITC-FC obtains all of its funding through memorandums of understanding
and reimbursable agreements with customer agencies that choose to use NITC-FC’s
services. It receives no appropriated funds. The Department maintains the Ft. Col-
lins, Colorado, location because that is where many of its customers and the projects
it supports are located. I will have the CIO provide more information for the record.

[The information follows:]

The budgeted costs for NITC-FC for fiscal years 2001 and 2002 are as follows:

Cost Category Fiscal year 2001  Fiscal year 2002

Federal Personnel Costs $3,792,000 $3,932,000
Contract Services 2,499,000 2,570,000
Rents, Communications, Utilities 348,000 356,000
Equipment and Depreciation 154,000 267,000
Travel and Transportation 145,000 149,000
Software and Supplies 100,000 102,000
Total 7,038,000 7,376,000

No formal cost benefit studies have been conducted since a data center consolida-
tion study was performed by Booz, Allen and Hamilton, Inc., in 1985. This study
provided the basis for the current NITC organizational structure.

USDA continues to maintain this development staff in Fort Collins, Colorado be-
cause many of the customers and major projects supported by this staff are also lo-
cated in Fort Collins, including the Forest Service, the Natural Resources Conserva-
tion Service, the Animal and Plant Health Inspection Service and others. This al-
lows NITC direct access to customers and helps to reduce costs including travel and
long-distance communications. NITC’s high-quality, low-cost information technology
(IT) services have resulted in many new projects for the Fort Collins division over
the last decade. Many of the applications that the NITC Fort Collins division sup-
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ports are national applications that are used by all USDA agencies and other Fed-
eral agencies, such as the General Services Administration’s FTS 2001 applications.

The overall cost of living is lower in Fort Collins than the Washington, D.C. area.
This allows NITC to recruit and retain both Federal and contractor positions at a
much lower cost to customers. Fort Collins is part of the Rest of the U.S. (RUS) lo-
cality pay structure and has lower salary and benefit costs than the D.C. area. Con-
tractor support costs are also lower than they would be in D.C., which saves cus-
tomers additional money.

TELECOMMUNICATIONS MANAGEMENT

Question. Several years ago, the Department said that it spent more than $200
million annually for telecommunications services. How much does USDA currently
spend on telecommunications each year? (Please break these costs out by major cat-
egory and by mission area, agency, and office.)

Answer. I will have the CIO provide that information.

[The information follows:]

The following amounts consist of local and long distance services (not including
international) for voice, data and video telecommunications (other than radio) devel-
oped in January 2000.

USDA Telecommunication Costs
[Millions of Dollars]

Mission Area/Agency Fiscal year 2000
Foreign Agricultural Service: $2.326
Farm Service AZENCY ......ccccceeciierieiiiieniieeieeeieeieenieeeieesereesaeesireeseeseneens 58.024
Risk Management Aency ........ccccocceevieriiieniieniieenienieenieesieeens . 6.621
Food, Nutrition & Consumer Services: Food & Nutrition Services . . 1.069
Food Safety: Food Safety & Inspection Service ..........ccoceevieriieenieniieennennnen. 0.650

Natural Resources & Environment:
FOrest SErviCe .....oooiiiiiiiiiiiiteie et 48.900
Natural Resources Conservation Service ..........ccccoecceeveienieenieenseennene 24.170

Research, Education & Economics:
Agricultural Research Service .........cccoccceeeviveieriieeeriieencieeesieeessveeeeenes 7.369
Coop State Res, Edu, & Ext Service . 1.378
Economic Research Service ........... 4.348
National Agricultural Statistics Servic . 2.288
Rural Development: Rural Development ...........cocoevieniiienienciieniecieeieenee. 14.713

Marketing & Regulatory Programs:
Agricultural Marketing Service ..........cocceevieriieenieiiiieiieeieesee e 3.257
Animal & Plant Health Inspection .........c..ccc....... . 11.790
Grain Inspection, Packers & Stockyards Admin . 0.829
Departmental Administration: Departmental Administration .................... 0.784

Departmental Staff Offices:

Office Chief Financial Officer! ........cccccoviiiniiiiiiniiiiiiniieeeeeceeee 1.714
Office General Counsel .............. . 0.322
Office Inspector General . 0.986
Office Communications ................. 0.311
Office Chief Information Officer! . . 15.324
National Appeals DiviSIOn ........cccccoecierieriiienieniieenie et e s 0.266
SDA TOLAL ..cueieieiieieeeee et 207.439

1Numbers reflect total Appropriated and Working Capital Funding. These numbers are not
adjusted for collections.

Question. Where does USDA stand with respect to implementing all of GAQO’s rec-
ommendations for improving Department-wide management of telecommunications?
Answer. According to OCIO, USDA has achieved closure on most GAO rec-
ommendations concerning Department-wide management of telecommunications.
Open recommendations remain in the following two GAO telecommunications au-
dits:
—AIMD-95-203—USDA Telecommunications: Better Management and Network
Planning Could Save Millions
—AIMD-98-131—USDA Telecommunications: Strong Leadership Needed to Re-
solve Management Weaknesses, Achieve Savings
I will have the Chief Information Officer provide the status of these open rec-
ommendations for the record.
[The information follows:]
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AIMD-95-203.—During fiscal year 2000, three of five open recommendations from
?%\/ID—95—203 were closed. The two open recommendations can be summarized as
ollows:
—Establish and implement procedures for reviewing telecommunications re-
sources at offices that USDA plans to close or relocate.
—Develop Departmental policy requiring agencies to establish management con-
trols over the acquisition and use of telecommunications resources.
Recommendations and Actions Taken.—These two recommendations require that
telecommunications inventory and compliance activities be undertaken. Following
guidance provided by GAO, OCIO is working to leverage existing Service Center
agency review efforts to address compliance requirements. OCIO is working with
USDA agencies through the Telecommunications Mission Area Control Officers to
develop an inventory system. Both of these activities are resource intensive, requir-
ing sufficient funding, staffing, and time to complete.
AIMD-98-131. The purpose of this audit was to emphasize recommendations from
previous audits:
—iAIMD—95—97 USDA Telecommunications: Missed Opportunities to Save Mil-
ions
—AIMD-95-203 USDA Telecommunications: Better Management and Network
Planning Could Save Millions
—AIMD-96-59 USDA Telecommunications: More Effort Needed to Address Tele-
phone Abuse and Fraud
Recommendations and Actions Taken.—Over the past 18 months, OCIO has been
aggressive in taking the steps necessary to obtain closure of two of the audits
(AIMD-95-97 and AIMD-96-59). As noted under AIMD 95-203, OCIO has efforts
underway to address the inventory and compliance issues needed to close the two
remaining open recommendations. Based on feedback from GAO, AIMD-98-131
should be closed when AIMD-95-203 is closed.

YEAR 2000 ROLLOVER

Question. USDA has reported to OMB that it spent almost $200 million to address
the Year 2000 problem. What type of accounting controls existed over these funds
and what lessons were learned from accounting for these emergency-type funding
initiatives at USDA?

Answer. According to the Chief Information Officer, USDA established an ac-
counting management program to monitor the tracking and use of all supplemental
emergency funding in the department. This program used an on-line reporting capa-
bility, supported by the National Finance Center (NFC), to track financial obliga-
tions. Once an agency entered an obligation into the system, the transaction was
tracked to completion. The CIO noted that a key lesson learned from accounting for
emergency-type funding initiatives for was that having central control of funds is
essential to oversight and investments.

Question. We understand that USDA hired a contractor to audit agency Year 2000
expenditures. When was this audit completed and what were the results?

Answer. The audit activity on USDA’s Year 2000 expenditures is ongoing and
scheduled for completion by May 31, 2001.

UNOBLIGATED BALANCES

Question. Provide actual/estimated fiscal year-end 2000, 2001, and 2002 unobli-
gated balances, by account, with an explanation of amounts in excess of 10 percent
of the total funding available at the beginning of the fiscal year.

[The information follows:]

EXPLANATION OF UNOBLIGATED BALANCES IN EXCESS OF 10 PERCENT OF TOTAL FUNDS
AVAILABLE

Farm Service Agency

—Agricultural Conservation Program. This program is no longer authorized and
USDA cannot obligate additional funds. The objectives of this program were in-
corporated into the Environmental Quality Incentives Program which is funded
by the Commodity Credit Corporation.

—Emergency Conservation Program. Unobligated balances are needed in the
event of unforeseen emergencies dealing with cases of severe damage to farm-
lands and rangelands resulting from natural disasters.

Risk Management Agency

—Federal Crop Insurance Corporation Fund. The estimated unobligated balances
are roughly equivalent to the FCIC’s outstanding capital stock of $500 million.
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Foreign Agricultural Service

—Salaries and Expenses. The unobligated balance includes $4 million for the
Cochran Fellowship Program, about $6 million from the Department of State
for overseas security enhancements, and about $15 million from the Agency for
International Development. The funds will be used to conduct required future
activities.

Public Law 480.—More than 85 percent of the fiscal year 2000 unobligated bal-
ance represents Title I amounts for the Russia Food Assistance Program that will
be obligated prior to the end of fiscal year 2001. The remaining amounts are for Ti-
tles IT and III.

Rural Development

—Rural Housing Assistance Grants. Of the amount available for carryover, 80
percent of the total is for natural disasters which has had few requests for fund-
ing.

—Rural Empowerment Zones/Enterprise Community Grants. There are balances
because of a delay in the clearance of the regulations needed to initiate the pro-
gram for the Round II EZ/EC’s.

—Rural Economic Development Grants. The funds for the Rural Economic Devel-
opment Grants are provided from the interest differential on Rural Utilities
Service (RUS) borrowers’ cushion of credit accounts. Under the Cushion of Cred-
it Payment Program, RUS borrowers are authorized to make voluntary advance
payments on their loans and receive 5 percent interest on those advance pay-
ments. These advance payments, called “cushion of credit” payments, are held
in the Rural Electrification and Telecommunications Liquidating Account. This
account is credited monthly with a sum determined by multiplying the out-
standing cushion of credit payments made after October 1, 1987, by the dif-
ference between the average weighted interest rate paid on outstanding certifi-
cates of beneficial ownership issued by the Fund and the 5 percent rate of inter-
est provided to RUS borrowers on cushion of credit payments. At the end of the
fiscal year, the cushion of credit payments in the Rural Electrification and Tele-
communications Liquidating Account are transferred to the Rural Economic De-
velopment and Grants and used to make grants the next fiscal year.

—National Sheep Industry Improvement Center Revolving Fund. For the fund,
$25 million has been appropriated. The funds are authorized to carry out the
authorized programs and activities of the Center without fiscal year limitation.
Of the $25 million available to date, $14 million was obligated to an inter-
mediary to make direct, indirect, and guaranteed loans. Also, $4.8 million is
being used for grants for marketing and promotion of lamb meat. The remain-
ing funds will be used to carry out the intent of the revolving fund.

Natural Resources Conservation Service

—Watershed and Flood Prevention Operations. NRCS does not record an obliga-
tion until a Federal contract has been awarded, a project agreement has been
executed, a cooperative agreement has been signed by the sponsor, or a long-
term contract has been signed by the participant. It often takes a great period
of time to accomplish this due to the complexity of the work. Some of the unobli-
gated balances are due to an emergency supplemental that was passed later in
the fiscal year.

—Forestry Incentives Program. NRCS does not record an obligation until a forest
management plan is developed and approved. It often takes a great period of
time to accomplish this due to the complexity of the work.

—Great Plains Conservation Program. This NRCS program is now conducted
under the authority of the Environmental Quality Incentives Program. The un-
obligated balances will be maintained until all existing contracts are modified
or expire.

—Colorado River Basin Salinity Program. This NRCS program is now conducted
under the authority of the Environmental Quality Incentives Program. The un-
obligated balances will be maintained until all existing contracts are modified
or expire.

—Wildlife Habitat Incentives Program. NRCS does not record an obligation until
the wildlife habitat development plan is finalized. It often takes a great period
of time to accomplish this due to the complexity of the work.

—Rural Clean Water Program. No needs are anticipated for the remaining unobli-
gated funds because the implementation period for all projects has ended. The
final payments have been made and the program will be closed out in 2001.
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Agricultural Research Service
—Building and Facilities. Most of the balances in this account are for facilities
projects that are awaiting additional appropriations in order to fully fund a
complete segment of the project; waiting for completion of design work in order
to award construction contracts, or currently in various phases of construction
and funds are being obligated as the work progresses.

Cooperative State Research, Education and Extension Service

—Initiative for Future Agriculture and Food Systems. The 2002 Budget provides
that 2001 unobligated balances carry over to fund the program in 2002 and
postpone spending the new $120 million to be appropriated for 2002 until 2003.

Agricultural Marketing Service

—Marketing Services. The unobligated balances in this account are reimbursed
funds collected from fees paid by the agricultural industry customers for cotton
and tobacco grading services. A balance is maintained to cover a 3 or 4 month
reserve for unforeseen liabilities.

Animal and Plant Health Inspection Service
—Building and Facilities. Most of the balances in the account are for facilities
that are in various phases of construction or repair and are being obligated as
the work progresses.
Grain Inspection, Packers and Stockyards Administration

—Inspection and Weighing Services. A balance is maintained to cover a 3 or 4
month reserve for unforeseen liabilities.
Fund for Rural America.—The 2002 Budget provides that 2001 unobligated bal-
ances carry over to fund the program in 2002 and postpone spending the new $60
million to be appropriated for 2002 until 2003.

UNITED STATES DEPARTMENT OF AGRICULTURE UNOBLIGATED BALANCES BY ACCOUNT: END OF
YEAR

[Dollars in millions]

Agency or Item 2002 actual 2001 estimated 2002 estimated
FARM SERVICE AGENCY:
Salaries and Expenses 13 0 0
Agricultural Credit Insurance Fund Program Account ............ 100 0 0
Conservation Reserve Program 1 0 0
Agricultural Conservation Program 45 45 45
Emergency Conservation Program 67 62 0
COMMODITY CREDIT CORPORATION:
Commodity Credit Corporation 1,065 1,385 1,385
CCC Export Loans Program Account . 345 345 345
Farm Storage Facility Loans Program Account ... 8 0 0
RISK MANAGEMENT AGENCY: Federal Crop Insurance Fund .........cc.ccco.n. 284 458 501
FOREIGN AGRICULTURAL SERVICE:
Salaries and Expenses 25 25 25
Scientific Activities Overseas (Foreign Currency Program) ...... 1 1 0
PUBLIC LAW 480:
Title I:
Program Account 371 0 0
Ocean Freight Differential Grants ...........cccccevvunee. 85 0 0
Title Il & 11l Grants 91
RURAL DEVELOPMENT: Rural Community Advancement Program ............. 11 3 3
RURAL UTILITIES SERVICE: Distance Learning and Telemedicine Program 3 0 1
RURAL HOUSING SERVICE:
Rural Housing Assistance Grants ..........ccccoeveevvmrvecrccrennnns 10 0 0
Rental Assistance Program 14 0 0
Rural Housing Insurance Fund Program Account ................. 24 0 0
RURAL BUSINESS—COOPERATIVE SERVICE:
Rural Empowerment Zones/Enterprise Community Grants ...... 13 0 0
Rural Economic Development Grants ...........ccocooevveeierniienionnns 7 4 4
National Sheep Industry Improvement Center ...........cccoeevenee. 9 5 5
FOOD AND NUTRITION SERVICE:
Food Stamp Program 92 263 298

Child Nutrition Programs 410 347 3
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UNITED STATES DEPARTMENT OF AGRICULTURE UNOBLIGATED BALANCES BY ACCOUNT: END OF
YEAR—Continued

[Dollars in millions]

Agency or Item 2002 actual 2001 estimated 2002 estimated

Special Supplemental Nutrition Program for Women, Infants,

and Children (WIC) 2 0 0
Commodity Assistance Program 7 5 0
Food Donations Programs 1 0 0
NATURAL RESOURCES CONSERVATION SERVICE:
Conservation Operations 11 0 0
Watershed and Flood Prevention Operations ..........ccccoovivnnneee 65 0 0
Forestry Incentives Program 3 0 0
Resource Conservation and Development 1 0 0
Great Plains Conservation Program ......... 3 3 3
Colorado River Basin Salinity Control Program . 1 1 |
Wildlife Habitat Incentives Program 1 0 0
Rural Clean Water Program 5 5 5
FOOD SAFETY AND INSPECTION SERVICE 17 17 17
AGRICULTURAL RESEARCH SERVICE:
Salaries & Expenses 6 0 0
Buildings and Facilities 109 133 114
COOPERATIVE STATE RESEARCH, EDUCATION, AND EXTENSION SERVICE:
Research and Education ACHIVItIES ......ccoovevencerneeeieiieiineiis 67 9 9
Extension Activities 2 2 2
Initiative for Future Agriculture and Food Systems ................. 120 120 120
Buildings and Facilities 3 0 0
AGRICULTURAL MARKETING SERVICE: Marketing Services ...........ccoceenneees 43 43 43
ANIMAL AND PLANT HEALTH INSPECTION SERVICE:
Salaries and Expenses—Appropriated .........cccoeeeeverierieriennns 35 72 72
Buildings and Facilities 16 9 2
GRAIN INSPECTION, PACKERS AND STOCKYARDS ADMIN: Inspection and
Weighing Services 6 6 6
OFFICE OF THE SECRETARY 14 2 1
Fund for Rural America 60 60 60
DEPARTMENTAL ADMINISTRATION:
Agriculture Buildings and Facilities and Rental Payments ..... 16 16 16
Hazardous Materials Management ... | 1 |
OFFICE OF THE CHIEF INFORMATION OFFICER ... 3 0 0

QUESTIONS SUBMITTED BY SENATOR ARLEN SPECTER
DAIRY

Question. Milk prices dropped to $9.63 per hundredweight at the end of 1999, the
lowest price in 21 years (since August of 1978). This was a drop of $7.71 from De-
cember of 1998, when the price was $17.34. Over the past several years, price
swings of 30 to 40 percent from one month to the next have become common.

Agriculture is the largest industry in Pennsylvania and dairy is its single largest
component. Pennsylvania is the fourth largest dairy producer in the nation and
there are approximately 9,900 dairy farms which produce $1.73 billion worth of milk
each year. Over the past decade, however, Pennsylvania has lost an average of 300—
500 farmers per year. Between 1993 and 1998, Pennsylvania lost 11.4 percent of its
dairy farmers. While facing record low prices, Pennsylvania farmers often have to
deal with droughts, other natural disasters, high feed and transportation costs and
other variables that challenge their ability to sustain their farms. Pennsylvania
dairy farmers continue to face low farm prices for their milk. What action is the
Administration taking to help dairy farmers who are facing record low milk prices?

Answer. USDA has purchased 300 million pounds of nonfat dry milk and 11 mil-
lion pounds of cheese, so far in fiscal year 2001 (October 1-April 30), in order to sup-
port the price of milk used for manufactured products above $9.90 cents per hun-
dredweight. Expenditures of about $400 million are expected for dairy product pur-
chases under the price support program during fiscal year 2001. An additional $6.7
million has been spent in the Dairy Export Incentive Program to aid in making ex-
port sales of dairy products during fiscal year 2001. An additional allotment for fur-
ther export aid will become available July 1, 2001.
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The Dairy Market Loss Assistance Program made payments to dairy producers of
nearly 65 cents per hundredweight (cwt) on up to 39,000 cwt of milk production.
Expenditures under this program are nearly complete and total about $665 million.

The national average all-milk price for CY 2001 is expected to be $1.70 cents per
cwt higher than it was in CY 2000. This should increase dairy farm income from
milk sales by about $2.6 billion, or 13 percent. During the first quarter this year,
“all milk price” was $1.63 per cwt above the same period last year.

Question. What is the relationship between the price paid by consumers for milk
in retail settings to the price received by dairy farmers for providing the milk?

Answer. There seems to be a limited relationship between retail price of milk and
the prices received by farmers. In the short term, changes in prices received by
farmers may not be reflected in the retail prices consumers pay. Economic studies
on milk retail-farm gate price spread indicate that the farmer share of the retail
milk prices is nearly 30 percent. Other factors such as the processing, transpor-
tation, distribution, wholesaling, marketing, advertizing, profits, etc. make up the
rest. However, over the long-run, consistent changes in prices received by farmers
get reflected in the retail price, i.e., a consistent increase or decrease in prices re-
ceived by farmers will result in increase or decrease in retail prices, though the
magnitude of the change may be different due to other components of the price
spread. Market observations suggest that due to market forces and nature of the
business practices, the reaction time is shorter for price increases compared to price
decreases. Once increased, the downward adjustment of prices is “sticky.”

Question. According to a recent General Accounting Office report (GAO-01-326),
milk protein concentrate (MPC) imports grew rapidly between 1990 and 1999, and
nearly doubled between 1998 and 1999. Many people involved in the dairy industry
are concerned about the safety of MPC and circumvention of regulations prohibiting
use of MPC in cheese production. Are these concerns valid and what activities is
USDA undertaking to respond to these concerns?

Answer. As noted in the GAO report, the Food and Drug Administration found
no violations of the use of imported MPCs in standardized cheese production in fis-
cal year 1999. The report does point out, however, that Vermont State inspectors
in the year 2000 found two cheese plants that were using imported MPCs to make
standardized cheeses in violation of Federal and state regulations, and that both of
these plants discontinued the practice when issued warning letters by the State.
FDA also has the responsibility of ensuring compliance of imported dairy products
with U.S. public health requirements. Regarding the safety of MPCs, the GAO re-
port states that “FDA officials told us that these imports pose little food safety risk
and therefore receive minimal monitoring.”

Question. What actions are currently being taken by USDA or other departments
and agencies in coordination with USDA to defend U.S. farmers against Foot and
Mouth Disease and Mad Cow Disease?

Answer. USDA has taken a number of recent actions to defend U.S. farmers
against FMD and bovine spongiform encephalopathy, commonly referred to as mad
cow disease. USDA has placed additional personnel at high-traffic international
ports of entry to assist with passenger clearance, cargo inspection, cleaning and dis-
infection, and mail and small package inspection. As part of these efforts, approxi-
mately 350 additional staff are being hired, and USDA has authorized the use of
an additional $32 million from APHIS—user fee account to support this personnel
increase through fiscal year 2002. APHIS is also accelerating the training and place-
ment of supplementary detector dog teams at key air and cargo ports.

Since the first detection of FMD in the UK, USDA has been coordinating and
meeting regularly with regional USDA officials, their counterparts with the U.S.
Customs Service and the Department of Defense, State agriculture and veterinary
officials, university experts, and airline/travel industry representatives.

APHIS has also held conference calls with State agriculture commissioners about
USDA exclusion efforts. State agriculture commissioners were given the opportunity
to ask APHIS officials questions about preparedness and response efforts should
FMD ever be detected in the United States. APHIS officials have also met directly
with State officials on several occasions.

To assist with preparedness, the National Association of State Departments of Ag-
riculture is exploring acceptable methods of carcass disposal in each State. State of-
ficials have been asked to assume that the largest herd in the State has to be de-
populated and carcasses disposed of as close to the premises as possible. This plan-
ning will greatly assist any future efforts to eradicate a foreign animal disease by
depopulating and disposing of infected or potentially exposed animals.

APHIS continues to coordinate the weekly deployment of U.S. veterinary teams
to the UK. These teams, comprised of State and Federal veterinarians, are providing
assistance with the FMD eradication program there. Returning team members are
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bringing back important information with regard to containing and eradicating an
FMD outbreak. APHIS will continue to coordinate these assistance efforts for as
long as requested by UK officials.

The Tripartite Exercise 2000, an FMD outbreak simulation involving Canada,
Mexico, and the United States, resulted in a committed effort by all three countries
to collaborate on efforts to prevent FMD in North America. As a result of lessons
learned during the exercise, APHIS has updated its FMD response plan to incor-
porate new information about communication and vaccination in the event of an
outbreak.

USDA has also embarked on an aggressive public information campaign in regard
to FMD. These efforts have included posting additional advisory signs in airports,
broadcasting public service announcements, and establishing an information hotline
and website to inform the public of the steps that they can take to prevent FMD
from entering the United States.

USDA has implemented numerous prevention, surveillance, and education meas-
ures to prevent the occurrence of BSE in our country’s livestock population. Since
1989, we have severely restricted imports of cattle, other ruminants, and ruminant
products from countries where BSE is known to exist. As a further precaution, we
expanded the prohibition in 1997 to include the importation of all ruminants and
most ruminant-origin products from European countries, including countries where
BSE has not been reported. As of December 7, 2000, we have also prohibited all im-
ports of rendered animal protein products, regardless of species, from Europe. This
ban followed the determination by the European Union that some of this material
was potentially cross-contaminated with the BSE agent.

APHIS and FSIS conduct an active surveillance program for BSE. The surveil-
lance program includes monitoring of field cases of cattle exhibiting signs of neuro-
logical disease, cattle condemned at slaughter for neurologic reasons, rabies-negative
cattle submitted to public health laboratories, neurologic cases submitted to veteri-
nary diagnostic laboratories and teaching hospitals, and sampling of cattle that are
nonambulatory (downer cattle/fallen stock) at slaughter. APHIS and FSIS have also
cooperatively drafted an emergency response plan to be used in the event that a
case of BSE is detected in the United States.

APHIS established a TSE (transmissible spongiform encephalopathy) Working
Group in the late 1980s to study the issues surrounding this group of degenerative
neurological diseases. TSEs include BSE and scrapie, a disease that affects sheep
and has been present in the United States since at least 1947. The TSE Working
Group makes policy recommendations for preventing BSE from entering the United
States and serves as a liaison to Federal and State agencies to coordinate all efforts
against BSE. Members of the Working Group also work with industry representa-
tTlé%S and foreign governments to provide accurate technical information about

S.

SPECIAL SUPPLEMENTAL NUTRITION PROGRAM FOR WOMEN, INFANTS, AND CHILDREN
(WIC)

Question. Concerns have been raised by the National Association of WIC Directors
and other groups regarding the Administration’s WIC participation projections for
fiscal year 2002, upon which the budget request is predicated. How confident is the
Administration in its projected average monthly participation of 7.25 million
women, infants and children in this important program?

Answer. At this time we believe the Administration’s projected average monthly
participation of 7.25 million for fiscal year 2002 is accurate. However, projection of
future WIC participation is inherently difficult and changes in economic conditions
could impact demand for services. The Department plans to closely monitor the Pro-
gram’s participation over the next several months.

Question. The Commonwealth of Pennsylvania joined the Farmers Market Nutri-
tion Program in 1989. Since that time, the program has provided WIC recipients
the opportunity to purchase fresh food directly from local farmers. The Administra-
tion’s budget includes approximately $20 million for this crucial program, including
$9,956,000 from any funds not needed to maintain current WIC caseload levels.
Given the importance of this program to so many low-income women and children
throughout the nation, are you concerned about a funding shortfall that may occur
if WIC caseload increases do not allow for transfer of this necessary additional
$9.956 million?

Answer. At this time, the Department believes that projected WIC caseload can
be supported with funding levels requested in the fiscal year 2002 President’s Budg-
et request. However, should actual WIC participation exceed our projections, appro-
priations language that makes funding for the WIC Farmers’ Market Nutrition Pro-
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gram (FMNP) contingent on WIC Program caseload may be problematic for the
FMNP in fiscal year 2002.

QUESTIONS SUBMITTED BY SENATOR LARRY CRAIG

NATIONAL NUTRITION MONITORING SYSTEM AND THE DISCONTINUATION OF THE USDA
SURVEY, THE CONTINUING SURVEY OF FOOD INTAKES BY INDIVIDUALS (CSFII)

Question. In fiscal year 2000, USDA announced plans to discontinue its food con-
sumption survey, the Continuing Survey of Food Intakes by Individuals (CSFII) due
to lack of adequate funding. It is my understanding that in the absence of CSFII,
USDA plans to rely on dietary data collected by the U.S. Department of Health and
Human Services (DHHS). There is concern that without CSFII, USDA can no longer
be assured it will receive the types of data needed in a timely fashion to support
the multi-faceted functions of the Department.

Without the USDA data, how can USDA monitor and evaluate programs and how
can we have access to the information we need to make programmatic adjustments
to maximize benefit and minimize cost?

Answer. The USDA will not discontinue its food intake survey. The USDA Agri-
cultural Research Service (ARS), and the Department of Health and Human Serv-
ices (DHHS) National Center for Health Statistics (NCHS) have been planning over
the past three years the integration of the Continuing Survey of Food Intakes by
Individuals (CSFII) and the National Health and Nutrition Examination Survey
(NHANES) as set forth in the National Nutrition Monitoring and Related Research
Act of 1990. In the CSFII/NHANES integrated survey, the USDA will collect, proc-
ess and analyze exactly the same information as the USDA had collected previously
in a free standing CSFII. The data will be collected and processed using the USDA
developed methodology and will be released in the same time frame as was pre-
viously released for the CSFII. In addition, the benefits of the integration allow for
continuous annual collection of the data (as opposed to periodic collection pre-
viously), a full second day of data collection from all respondents, conversion of the
foods consumed into approximately 50 percent more nutrients, an improved
multipass method of dietary intake collection, and for the first time a linkage be-
tween the intake of foods and medical and diagnostic information for all respond-
ents.

USDA is committed to collecting the important information provided by the
CSFII. Integration with the NHANES survey will allow the Agency to perform this
task with currently available funding; enhancing data that historically was collected
by both the USDA and DHHS.

Question. My understanding is that both USDA and DHHS surveys collected die-
tary data on 5,000 individuals creating a 10,000 sample size. Since DHHS isn’t
planning to increase their sample size to compensate for the loss of the 5,000 house-
hold CSFII sample, what are the implications of losing half of the total number in
the sample?

Answer. Ideally, the sample size should be much larger than even the 10,000
number. In recent conversations with Statistics Canada, we have learned that their
national food consumption survey is planned at 30,000 respondents. While it is true
that in the past both the NHANES and the CSFII included 5,000 respondents per
year, both surveys were not necessarily ongoing at the same time. In addition, both
surveys were periodic in that data collection proceeded for three years and was typi-
cally followed by a period of several years where no data were collected. So, in any
given year, there could have been no data collected, 5,000 respondents, or a max-
imum of 10,000 respondents. While it is true that the integration of the two surveys
will reduce the data collection to a maximum of 5,000 respondents, one of the bene-
fits of the joined survey activities is that CSFII data will be truly continuous i.e.,
it will be collected every year. Furthermore, a single method of data collection
should mitigate some of the inconsistencies that have been well noted between the
CSFII and NHANES in the past. Ideally, however, increasing the sample size of the
survey, which would be easy to do with the merged survey, would be highly desir-
able to continue to monitor the food intake of populations at risk. The issue of what
is an adequate sample size is an important one; these nationwide food consumption
surveys are extremely expensive to conduct.

Question. What data, or types of data, were collected by USDA in CSFII that will
not be collected in the DHHS survey?

Answer. The combined survey will produce data that was not available previously
including continuously collected data, a much enhanced nutrient analysis of foods
consumed and important health information on respondents. In the CSFI/NHANES
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integrated survey, the USDA will collect, process, and analyze exactly the same in-
formation as the Agency had previously collected in a free-standing CSFII. The
major concern with the combined survey is information on seasonal variation in
diets. This concern arises out of the fact that the data for day one of the survey
will be collected in the NHANES mobile trailers, which are driven to the locations
of data collection. Because of the reliance on the trailers, the ability to collect data
in the middle of winter in cold climates is somewhat limited. USDA and DHHS are
aware of this limitation and we have planned accordingly. DHHS has winterized the
trailers and has made adjustments in scheduling in order to provide more cold
weather data collection. In addition, we think that we will collect the information
that we need on seasonal variation by collecting the second day of food intake data
by telephone, which is obviously not going to be affected by weather. Telephone data
collection works well with NHANES (approximately 85 percent response rate).

Data collected in the past has formed the basis for the Household Food Consump-
tion Survey (HFCS). USDA is committed to collecting these data and we believe we
can collect and release them similarly to what has been done in the past. These data
were collected periodically by telephone from the CSFII respondents. The data now
will be collected from the 5,000 integrated survey respondents.

Question. Given the many competing interests and various health measurements
and assessments performed in the DHHS survey, can USDA guarantee that ques-
tions of interest to USDA always will be included in the DHHS survey?

Answer. While the nutrition component of the NHANES is small relative to the
overall scope of the NHANES, it is an essential component. USDA has worked with
DHHS for the past 4 years to develop and implement the integrated survey and
both parties have been cooperative and made concessions to each other to accommo-
date the needs of customers and stakeholders of both surveys. This dialog and joint
planning has been helpful to allow us to focus on what are the important pieces of
information that are needed by the USDA for those who have relied on the CSFII.
Throughout the planning process we have held numerous stakeholder meetings to
ensure that we are aware of the needs of users of the data. It is interesting to note
that several of the major users of the CSFII data have in the past been financial
supporters of NHANES. It is also interesting to note that although there seems to
be widespread support by USDA stakeholders for the merged survey, many of the
concerns that have been raised would not have been met with a free standing
CSFII, such as continued over sampling of children as was done by USDA in re-
sponse to a one year appropriation. If at any time in the future, the USDA perceives
that the needs of the users of our data are not being met, we will look at other ways
of collecting the data.

QUESTIONS SUBMITTED BY SENATOR HERB KOHL
FOOT AND MOUTH DISEASE

Question. Madame Secretary, I appreciate your comments in regard to the ques-
tion I verbally posed about the steps necessary to avoid an outbreak of Foot and
Mouth Disease, or similar animal diseases in this country. As I mentioned, if an
outbreak were to occur in my state, with its reliance on the dairy industry, the con-
sequences would be absolutely devastating, a fact I also pointed out in my April
17th letter to you.

In that letter I mentioned a troubling story on this subject that appeared in the
Wisconsin State Journal on April 4th which reported shortfalls in the inspection
procedures at U.S. points of entry. That story made reference to specific incidents
at O’Hare International Airport, which may be representative of international air-
ports around the country. For example, a traveler who had been in the British coun-
tryside had to insist repeatedly to airport officials that special steps were necessary
to disinfect her shoes. It should be recognized that many travelers to rural England
spend time in the proximity of livestock (such as at a rural Bed and Breakfast)
without necessarily considering their experience as being a “farm” visit.

While your response to my question provided general information, it did not spe-
cifically answer the question I asked. Have you had a chance to review that story
and would you please respond to the concerns it raises regarding travelers like Ms.
Randall and whether USDA has taken actions either internally or with other agen-
cies to assure that incidents like the one reported will not occur?

Answer. We are concerned about such reports and continue to work with related
agencies to reduce such incidents. All international travelers must state on their
Customs declaration form whether or not they have been on a farm or in contact
with livestock and if they are bringing any meat or dairy products from their travels
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back with them. The Animal and Plant Health Inspection Service (APHIS) is work-
ing closely with the U.S. Immigration and Naturalization Service and U.S. Customs
Service to ensure that they refer all passengers, who check “yes” to the agriculture
question #11 on the Customs declaration, to an APHIS official. APHIS officials will
inspect travelers’ baggage if they indicate they have been on a farm or in contact
with livestock. We have determined that footwear that is clean (i.e., no appearance
of manure, dirt, or other particulate matter) does not provide the appropriate condi-
tions (i.e., moisture level, pH, and temperature) for the FMD virus to survive. Foot-
wear that appears dirty can provide the appropriate conditions for carrying FMD
and must be disinfected with detergent and bleach. To accommodate passengers who
are still concerned that they could be carrying FMD after we inspect their footwear
and determine there is no risk, APHIS inspection policy now states that our inspec-
tors will disinfect their footwear at their request.

Question. If a confirmed outbreak of Foot and Mouth Disease were to occur in this
country, what USDA procedures are in place for disease containment? In other
words, what specific actions does USDA have as planned contingencies if an out-
break were to occur? Would USDA plan to offer compensation to affected livestock
producers? How would USDA prevent the transportation of infected cattle within
the United States? How would USDA handle infected herds? Would there be whole
herd slaughters as we have witnessed in the UK?

Answer. If APHIS were to confirm an outbreak of FMD in the United States,
APHIS would respond according to the Agency’s FMD response plan. Because spe-
cific outbreak situations vary, and each State’s emergency response capabilities dif-
fer, APHIS’ FMD response plan is designed to be flexible and dynamic. APHIS
FMD response plan taps State and Federal resources as available, and allows the
Agency’s animal health expertise and coordination skills to fill any remaining gaps.

Upon the initial confirmation of FMD, APHIS and State officials would imme-
diately begin investigating the source and trace all animals that may have come
into contact with the disease. These officials inform both State and Federal officials
on the status of their investigation and will also initiate emergency response efforts
at the State and local level. These measures include notifying State agriculture and,
if necessary, public health officials of the disease detection; securing the biosecurity
of the affected site including depopulating and disposing of the whole herd and
cleaning and disinfecting premises; establishing and maintaining animal movement
quarantines, and alerting officials in neighboring States and the international com-
munity. Upon spread of the disease, APHIS and States would enhance surveillance
efforts, expand quarantines as needed, conduct a comprehensive public media cam-
paign to alert the public on the signs and transmission of FMD. After identification
of the subtype, APHIS would activate the FMD vaccine bank, order vaccine doses,
and consider the use of vaccines as a tool in the eradication effort.

USDA has developed a compensation policy with the Office of Management and
Budget and with input from other interested parties. The goal of this policy is to
ensure that an outbreak is located and diseased or exposed animals are destroyed
as soon as possible. For that, we need the full cooperation of all producers. For ani-
mals depopulated to eradicate a disease, USDA has traditionally paid an indemnity
approximating the fair market value of the animals. We intend to provide com-
pensation for the fair market value of animals depopulated due to FMD, possibly
including other specific direct costs incurred by producers. We will provide more
comprehensive information on our compensation policy in the near future.

Question. Please provide information regarding new technologies (including vac-
cines) that have been or are being developed to combat Foot and Mouth Disease or
similar animal diseases.

Answer. ARS has developed and is currently validating a highly specific nucleic
acid on-site detection technology that allows minimally trained personnel using a
briefcase-sized device to definitively identify FMD virus on the farm within an hour.
This on-site technology can also be adapted to screen imported carcasses for animals
that have been previously infected with FMD and also for animals that have been
vaccinated against the disease.

ARS will test two promising vaccine candidates. The first is a synthetic peptide
vaccine that is being produced by a company on Long Island, NY. The technology
is based on research conducted by ARS scientists at Plum Island Animal Disease
Center (PIADC) over the past 20 years. The company has data to indicate that this
vaccine protects swine from Type O FMD virus and has been selling the product
in Taiwan and China. ARS is currently proposing to work with this company to ex-
amine the vaccine’s protective ability for cattle and sheep and to determine if the
virus is carried by vaccinated animals that were later exposed to infection. This
peptide vaccine would be the only readily available product should the U.S. urgently
need to vaccinate animals with a type of virus vaccine not present in the North
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American Vaccine Bank. The second candidate vaccine is an ARS-developed
adenovirus vectored (genetically engineered) FMD vaccine that has been shown to
protect swine in laboratory studies. This work will be extended to tests in cattle and
sheep to determine if all species are protected. These two vaccines may differ in
their ability to protect livestock in case of an outbreak and will be compared for like-
ly efficacy in those conditions.

ARS also has a modest program on Vesicular stomatitis viruses (VSV); these are
insect-transmitted viruses that cause vesicular disease in cattle, swine, horses and
humans, and are clinically indistinguishable from foot-and-mouth disease. The ARS
program on VSV is conducted at: (1) the Arthropod-Borne Animal Disease Research
Laboratory (ABADRL), Laramie, Wyoming where scientists are investigating the
role of biting arthropods in VSV transmission; and (2) at PIADC, Greenport, New
York where researchers are determining genomic information useful for detecting
exotic strains of VSV, and tracking the origin of VS strains causing outbreaks in
the U.S. In addition they are carrying out pathogenesis studies in livestock that will
be useful for development of vaccines and therapeutic agents. There are no VSV vac-
cines commercially available in the U.S. The livestock industry is reluctant to use
traditional killed-virus vaccines because vaccinated animals would be serologically
indistinguishable from infected ones, which would have important trade implica-
tions.

EMERGENCY ASSISTANCE

Question. We have all seen on recent national news broadcasts the flood waters
that have been sweeping down the Midwest along the Mississippi, Wisconsin, Red
Rivers and others. This year, the Mississippi River is cresting at record levels and
lands in my state are still underwater and will be for some time. We don’t know
yet how badly scoured those lands will be or how costly the repair and recovery
costs will be.

I have received a letter from Senator Wellstone from my neighboring state of Min-
nesota who reports that on top of already dismal conditions, just this last weekend
the central part of his state received 5 to 8 inches of snow, and an additional 4
inches of rain fell over central and southeast Minnesota affecting literally millions
of acres of farmland and posing increased threats from scab and other grain disease
this year if, in fact, farmers are able to put a crop in the soil.

Secretary Veneman, I understand that the President’s budget includes $5.6 billion
that can be made available to help people recover from the sort of devastation we
are now seeing in the upper Midwest. It is also my understanding that that amount,
$5.6 billion, is the total for all government agencies and programs for recovery from
natural disasters. How will USDA determine among all agencies how much of that
$5.6 billion should be allocated for agriculture related losses?

Answer. The $5.6 billion National Emergency Reserve would provide for addi-
tional needs arising for major disasters above and beyond normal and average
needs. The budget provides for average funding needs for disaster related programs
such as USDA’s fire fighting program, FEMA’s disaster assistance and others. The
allocation of funds from the Emergency Reserve would be proposed by the President
and acted upon by the Congress. USDA will, of course, monitor disaster related con-
ditions and needs related to its programs.

Question. Are there any other sources of funds within the budget available if re-
covery needs exceed $5.6 billion?

Answer. The President’s Budget also provides for a contingency reserve to allow
for unanticipated priority spending needs including such things as emergency farm
economic and disaster assistance.

Question. If there are no additional funds budgeted, then it would appear we are
sending a message that Federal assistance to flood and storm victims may not be
provided at levels similar to previous disasters. Do you believe that is fair to victims
today, or do you believe that victims of, say for example Hurricane Floyd or the
Grand Forks flood of 1997 were over compensated?

Answer. The budget does provide funding for various governmentwide disaster re-
lief programs such as FEMA disaster assistance, USDA and DOI firefighting, and
SBA disaster loans at levels commensurate with normal or average needs. The pro-
posed Emergency Reserve is an attempt to provide a mechanism to meet major un-
expected needs without resort to unplanned supplemental emergency programs
which may be disruptive to overall budget planning and discipline.

Question. Does USDA have plans to assess the damage from current flood events
and report those findings to the Congress with a request for supplemental funding?
If so, how soon may we expect to receive such a request?
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Answer. USDA is monitoring the flooding situation closely. However, funding
needs assessments can only be made after the flood waters have receded. For the
Emergency Watershed Protection (EWP) program, initial funding requirements will
be determined within a few weeks of the water receding and the sites becoming ac-
cessible for technical evaluations.

Question. In what ways and how soon may victims of the current flooding in the
Upper Midwest expect assistance from USDA?

Answer. We are continuing to monitor this situation, but cannot yet determine the
extent of potential needs.

Question. Does the Bush Administration plan to respond to disaster needs occur-
rilng during fiscal year 2001 in a way that might differ from future years? If so, ex-
plain.

Answer. It is too early to determine whether or how planning in future years
might be changed.

Question. Does USDA have plans to alter its policy in regard to disaster assist-
ance to areas where there is a history of natural disasters, such as in frequently
flooded areas? If so, how might that policy change?

Answer. We need to review this concern, before determining whether it is reason-
able to explore any change in policy.

DAIRY COMPACTS

Question. Secretary Veneman, when we visited shortly after your confirmation as
Secretary, I voiced my objection to the Northeast Dairy Compact and to the imposi-
tion of domestic trade barriers generally. Aside from the basic policy and constitu-
tional questions that surround the issue of diary compacts, dairy producers in Wis-
consin are at risk of losing their livelihoods due to the market distorting features
of the existing compact and face even more stringent difficulties if there were an
expansion of compacts in other states.

Do you accept, as a matter of policy, that U.S. dairy producers in one region of
the country should be allowed to suffer financial ruin due to market distorting fea-
tures imposed on them by producers in another region of the country?

Answer. U.S farm policy in general during the past several years has been to in-
crease the role of market forces in determining what commodities are produced and
consumed and in determining how much is produced and consumed. We think that
in general that is the appropriate guiding principle for fostering an efficient farm
sector. This applies to dairy as well. However, we recognize that adjustments in
dairy policy toward market orientation have been gradual and that is not inappro-
priate given the nature of the dairy sector. With specific regard to the Northeast
Dairy Compact, a number of studies have shown it has probably increased prices
to consumers in the region, increased prices received by producers who sell milk in
the Compact area and has slightly reduced prices to producers elsewhere. None of
these studies have taken into account the recent supply control measures instituted
in the Northeast Compact which may mitigate the effects on producers elsewhere.
We are aware that GAO is currently studying the Northeast Compact and await its
findings.

Question. Do you believe it is consistent with the Bush Administration’s policy on
free trade that we should seek free trade abroad, but not free trade at home?

Answer. We believe that in the long run free competitive markets both domesti-
cally and internationally are the appropriate goals to be moving forward. Having
said that we are also cognizant of the costs of adjustment which would be affected
by changes in policy.

Question. What would be the Bush Administration’s view if the Northeast Dairy
Compact was the creation of the European Union rather than a collection of states
in this country? Would WTO principles apply in such a case?

Answer. The Northeast Dairy Compact acts to manage the market for producer
milk within its region rather than to place direct restrictions on trade. It is our view
that such Compacts are not inconsistent with WTO principles, and although ques-
tions have been asked about the Northeast Compact by other WTO members, no se-
rious allegations of noncompliance have been made against it.

Question. President Bush in Canada last week worked toward an agreement for
Trade in the Americas to tear down trade barriers in this hemisphere. Does that
agreement pertain to trade within the United States and if so, would it not be incon-
sistent with dairy compacts?

Answer. Interstate commerce within the United States is protected and regulated
as provided for under the Constitution, and would not be limited or otherwise af-
fected by the proposed Free Trade Area of the Americas or any other international
trade agreement.
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Question. Don’t you believe it would be much more productive to develop a dairy
policy that is national in scope that would treat all dairy producers fairly than one
that pits one group of producers against another? Do you have any suggestions on
how such a policy should be crafted? Are you willing to work with us toward the
development of such a policy?

Answer. We will be willing to work with the Congress and all affected interests
to search for an appropriate national policy for dairy. As your question indicates,
the varying regional interests in dairy production make the formulation of a reason-
able national policy challenging.

NATIONAL APPEALS DIVISION

Question. I have previously been concerned about a large number of decisions fa-
vorable to farmers by regional hearing officers being overturned by the Director of
NAD. I also understand that NAD-wide training was held last year, emphasizing
the planning and conduct of appeal hearings, including on-line training. What per-
centage of NAD employees have attended this training, and what benefits has NAD
seen as a result of this?

Answer. According to NAD management, more than ninety-nine percent of NAD
hearing officers attended NAD training conferences in 2000 and 2001. NAD’s on-line
training program is not yet complete. NAD is balancing available funds for training
between providing traditional forms of training and continuing development of the
on-line training program in fiscal year 2001. The training conferences emphasized
listening, writing, format, reasoning, finding of fact, conclusions of law, judicial de-
meanor, subpoenas, hearing procedure and similar hearing- and determination-re-
lated matters.

As a result of training, NAD management says it is seeing improvements in the
work of many hearing officers. NAD management reports that many hearing officers
have applied the lessons of the training to hearing appeals and writing determina-
tions. Hearings are more professional and determinations are better written with
improved reasoning.

Question. Please provide information on how this training, and NAD’s transition
to its final rules published in June 1999, have affected the hearings process and out-
comes, and how USDA has worked to ensure there is no bias against producers.

Answer. The Department will work hard to ensure that the NAD appeals process
is fair and impartial. I will have NAD provide more specific information on its train-
ing program, final rules, and how the Department has worked to ensure there is
no bias against producers.

[The information follows:]

The effects of training on the hearings process include increased professionalism
in the way hearings are conducted and improvements in how determinations are
written and supported by sound reasoning. The final rule involved only minor
changes to the interim rule under which NAD operated since 1996. Changes imple-
mented in the final rule involved the need for a personal signature in certain cases
where it was not specified in the interim rule, options available to the hearing offi-
cer when a party fails to appear for a hearing, and delineating the status of third
parties and interested parties. Overall, issuance of final rules had little substantive
impact on the hearing process or the outcome of appeals.

NAD works to prevent bias through quality control procedures involving review
of hearings and determinations to assure that all parties are treated alike and that
all determinations are based solely on the application of the applicable regulations
to the facts of the case. The Director has issued specific guidance in a NAD Direc-
tive, “Disqualification or Recusal from an Appeal,” No. 99-08, dated March 19, 1999.
Bias is not established by any recitation of numbers or percentages of determination
results, but in a failure to conform to the highest standards of integrity and objec-
tivity in applying the law. NAD adheres to such standards.

OFFICE OF THE CHIEF FINANCIAL OFFICER

Question. Please provide an update on the status of the current USDA financial
management audit.

Answer. On February 26, 2001, the U.S. Department of Agriculture’s (USDA) Of-
fice of Inspector General issued a disclaimer of opinion on the USDA Consolidated
Financial Statements for fiscal year 2000. However, three of the Department’s com-
ponents—the Food and Nutrition Service, the Rural Telephone Bank; and the Fed-
eral Crop Insurance Corporation—received unqualified audit opinions and substan-
tial progress has been made in improving the audit results of our other agencies.
A variety of efforts are underway to resolve the Department’s financial reporting
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issues, and we are hopeful that these efforts will result in an improved audit opin-
ion on the USDA consolidated financial statement for fiscal year 2001.

Question. How have the results of these audits, over the past three years, com-
pared to other Federal agencies?

Answer. USDA received disclaimers of opinion on its consolidated financial state-
ments for fiscal years 1998, 1999 and 2000. Of 24 major Federal agencies producing
audited financial statements, seven, four, and two others in addition to USDA re-
ceived disclaimers in 1998, 1999, and 2000 respectively.

COMMON COMPUTING ENVIRONMENT

Question. Please provide an update on establishment of the Common Computing
Environment.

Answer. Since fiscal year 1998, the Service Center agencies (the Farm Service
Agency, Rural Development, and the Natural Resources Conservation Service) have
been replacing old, out-of-date and incompatible workstation computers with mod-
ern, common computing environment (CCE) workstations as part of the Depart-
ment’s Service Center Modernization Initiative. With requested resources in fiscal
year 2002, we intend to complete the basic CCE infrastructure with the procure-
ment of application servers and increased telecommunications capacity. I will have
more detailed information provided for the record.

[The information follows:]

Priorities in fiscal year 2002 will include: increasing the Service Center agencies’
telecommunications capacity and network security to allow customers to transact
business electronically and acquiring high capacity servers needed to support the re-
engineered business processes.

The CCE workstations have identical software consisting of office automation ap-
plications, such as word processing, and base program application software needed
by one or more of the agencies. This common workstation and common “core” load
of software make these machines interchangeable and provide employees with soft-
ware that is in general use by the customer base and partners. It is anticipated that
the remaining workstations will be procured in July/August 2001.

Network servers will provide full communications and connectivity of the Service
Center workstations to the local and wide area networks. Network services that will
be provided by these servers include security and access control, business quality
electronic mail, printer and peripheral access, file storage and backup, and the man-
agement of local data for all employees within the Service Center. These servers
also provide the mechanism for remote system management and configuration of the
desktop and portable workstations. Currently, without the network servers, an up-
date or fix of software on the workstations requires that an IT support person visits
each office location and take each machine offline for about 12 hours to perform
the work. With the servers, these updates can be done remotely, from one location
and during off hours so that no downtime or onsite work is required. Deployment
of the network servers will begin later this year.

Additional funds from the Service Center agencies will complement the fiscal year
2002 CCE funding request by supporting continued business process re-engineering,
data acquisition and training needed to reap the benefits of the new technology, as
well as maintenance and support of existing legacy systems.

AGRICULTURE BUILDINGS AND FACILITIES AND RENTAL PAYMENTS

Question. I understand Phase One of the South Building Renovation is complete,
and the contract bid period for Phase Two of the Renovation is currently underway.
Please provide an estimated timetable on when Phase Two will be completed, and
what the renovations entail.

Answer. Bids were received on April 13, 2001, for the Phase Two construction con-
tract. Excluding delays due to unforeseen conditions, completion is scheduled for 1
year from the start date, with occupancy beginning in the summer of 2002.

The Phase Two renovation work includes total demolition of the existing interior
construction of wing 4, except for First Floor historic preservation considerations in-
volving existing corridor walls and doorways. The contract entails abatement of haz-
ardous materials—asbestos and lead paint; upgraded mechanical, electrical, tele-
communications and plumbing systems; new fire alarm and sprinkler systems; ac-
commodations for persons with disabilities; and improved space tailored to the
needs of the tenant agencies.

OFFICE OF THE GENERAL COUNSEL

Question. Last year, OGC was provided with $500,000 in emergency funds to be
used on activities relating to concentration and consolidation of agricultural busi-
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nesses. Please provide an update on how these funds have been used to date, and
plans for expending any remaining funds.

Answer. According to the OGC, these funds will be used to hire additional attor-
neys to handle regulatory and enforcement cases arising from concentration specifi-
cally in the livestock and poultry industries. Two new attorneys will be coming on
board within the next several weeks to augment the legal staff handling concentra-
tion-related cases, and OGC is also seeking to hire up to two additional new attor-
neys for this work.

OUTREACH FOR SOCIALLY DISADVANTAGED FARMERS

Question. 1 understand that the majority of projects funded with section 2501
funds were completed in fiscal year 2000. Please provide information on new and
completed projects funded in fiscal year 2001 with section 2501 dollars.

Answer. I have been informed that all but one of the section 2501 projects were
completed in fiscal year 2000. One project will complete its 5-year project with fund-
ing from fiscal year 2001 monies. A request for new project proposals, will be issued
soon, and the remainder of the fiscal year 2001 funds will be awarded to the se-
lected proposals later this year.

Question. Were all available funds committed?

Answer. Except for the one project which will complete its 5-year project with fis-
cal year 2001 program funds, none of the fiscal year 2001 funds have been com-
mitted yet. We expect to commit them later this year.

Question. Please provide information on the requirements for receiving this
?101(11ey, as well as examples of successful and unsuccessful uses of section 2501
unds.

Answer. The Request for Proposals for new section 2501 projects will be an-
nounced shortly. To receive funds, applicants will need to show that they can re-
sponsibly meet the intent of the program—that is, to provide outreach and technical
assistance to socially disadvantaged farmers and ranchers to help them own and op-
erate farms and ranches and to participate in agricultural programs. We will pro-
vide a few examples of completed projects for the record.

[The information follows.]

Alabama A&M University developed a program of technical assistance to reverse
the decline in the number of socially disadvantaged farmers and ranchers in its area
and improve family living conditions. It increased the information available to the
participants and increased their participation in Federal and local assistance pro-
grams.

Delaware State University and the University of Maryland Eastern Shore worked
together to build small-scale agriculture and coordinate markets for farm products
in their area. They provided intensive training in farm production and improved the
financial planning of the participants. These participants played an important part
in the economic revitalization of their small communities.

Langston University (Oklahoma) provided technical assistance in farm manage-
ment and alternative use and non-farm activities, which improved farm income
through better management and financial analysis and expanded the alternatives
for part-time and off-farm employment.

Lac Courte Oreilles Objibwa Community College (Wisconsin) developed and imple-
mented an agricultural and resource management program that integrated modern
technology with traditional practices in farming and marketing activities. The
project contributed to a more diverse and sustainable local farm economy.

AGRICULTURE RESEARCH

Question. There is a growing concern that funding for agricultural research is not
keeping pace with needs, nor keeping in line with research in other sectors. For ex-
ample, the President’s budget requests funding of $969 million for the Agricultural
Research Service and $994 million for the Cooperative State Research, Education,
and Extension service, the two primary research agencies of USDA. When compared
to other agencies such as the National Science Foundation or the National Institutes
of Health, the total funding for USDA research is often the same level as the annual
increases in the non-ag sector. This problem presents the reality of an exodus of
skilled ag researchers to fields of science where Federal funds are more readily
available. Also, at a time when emerging plant and animal pest and disease issues,
plant and animal genetics issues, food safety issues, and a host of other challenges
are facing U.S. farmers, this drain of expertise and overall lack on an adequate re-
search base is most troubling. Can you explain why the administration has not
placed a greater emphasis on agricultural research and why it lags so far behind
the Federal research support in the non-ag sectors?
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Answer. Maintaining and strengthening the competitive advantage of U.S. farm-
ers will require investments in new technology. To meet these needs within a re-
strained budget, we have taken a hard look at priorities. The President’s Budget
provides funding to cover increased pay costs for in-house agricultural research and
redirects priorities to fund increases in selected National priority areas. Proposed
reductions are limited to earmarked projects and facility construction.

Question. Did you express to OMB or the White House during the development
of the fiscal year 2002 budget the need to bring agricultural research more in line
with other Federal research efforts?

Answer. Due to the change in Administration, much of the budget development
for the 2002 President’s budget was held in a few weeks directly following the Presi-
dential Inauguration. I was assisted in negotiations by a small transition subcabi-
net-level policy staff. During this brief period of discussions, we focused on negoti-
ating for funds to support my highest priority research initiatives. These initiatives
include research on mad cow disease, biotechnology risk assessment, biobased prod-
ucts, maintaining a broad range of extramural research and education programs,
and other high priority initiatives.

Question. Do you think that current levels of agricultural research are adequate
to meet the challenges facing the U.S. farm sector today?

Answer. The research agencies consistently meet the challenges that arise with
today’s ever-changing global farm economy, including addressing needs ranging
from organic production, to improved pest and disease control, to bioengineered
foods. Research programs must serve small and minority farmers; sustain the rural
economy and provide opportunities for growth; and support efforts to further de-
velop markets locally and abroad. These programs must and do provide the sci-
entific basis for a multitude of programs, such as producing high quality foods, ex-
amining human nutrition, developing sound production practices that minimize en-
vironmental impacts and emphasize economics, and numerous other areas impor-
tant to the agriculture system, in the field, in the home, and elsewhere. By main-
taining a balanced portfolio of extramural grants and in-house research funding, the
Department is able to manage its research program in order to address high priority
research areas identified by our stakeholders in the U.S. farm sector.

ECONOMIC RESEARCH SERVICE

Question. Please provide information in regard to the coordination of ERS with
FNS on establishing studies and evaluations priorities on the subject of nutrition.

Answer. The Economic Research Service works closely with the Food and Nutri-
tion Service (FNS) in identifying and setting research priorities. FNS is the primary
client for these studies and thus receives considerable weight in determining prior-
ities for research. In addition to an annual written list of research priorities pro-
vided by FNS to ERS, ERS staff are in almost daily contact with FNS about
prioritizing its research needs. ERS also seeks input from other stakeholders includ-
il}g Congress, researchers, practitioners, advocates, industry groups, and service pro-
viders.

AGRICULTURAL RESEARCH SERVICE

Question. Please provide an update on activities regarding Integrated Farming
Systems programs in Wisconsin or other states.

Answer. The Agricultural Research Service (ARS) at the U.S. Dairy Forage Re-
search Center (USDFRC), the University of Wisconsin (UW) and the Michael Fields
Agricultural Institute (MFAI) all continue to conduct research in a cooperative
project on integrated farming systems in Wisconsin. The USDFRC is in the process
of hiring an agroecologist and a research geneticist to join the integrated farming
system project. The USDFRC conducts research on (1) developing low-input man-
agement of intensive grazing systems, giving emphasis to procedures that provide
needed supplements to growing and lactating dairy cattle without nutrient buildup
in pastures and loss to the environment; (2) evaluating and developing cropping sys-
tems that provide quality feed for profitable dairy farms in an environmentally safe
manner; (3) developing strategies for managing nutrients in crop-livestock systems
with special emphasis on animal manure to, at minimal cost, maximize nutrient re-
cycling and minimize environmental risks; (4) investigating surface loss of phos-
phorus and nitrogen from pasture paddocks that have been managed in different
ways; and 5) cooperate in a multi-agency/institute project on farm diversification—
"Small Grains Initiative,” the goal of which is to incorporate small grains and leg-
umes into a normal corn-soybean rotation while taking into account both production
and marketing objectives. Researchers at other ARS locations are also cooperating
in this last project and with MFAI on topics such as soil quality. This group has
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also received USDA grant funding to expand their efforts to develop cropping sys-
tems utilizing cover crops and manure to optimize nitrogen and phosphorus use
while minimizing their loss to leaching and runoff.

One of ARS’ National Programs is entitled, “Integrated Agricultural Systems.”
ARS research on “integrated farming systems” is a major activity across the coun-
try. This National Program is unique in that it addresses the context in which re-
search is conducted as well as the scope of the research. Attributes of projects in
the Integrated Agricultural Systems National Program include among others: active
producer/stakeholder participation; determination of interactions among compo-
nents; involvement of interdisciplinary teams and multi-organizational collaborators;
optimum use of long-term studies; use of natural ecological and biological resources
whenever appropriate; and consideration of economic, environmental, community,
and social concerns. The Administration’s 2002 budget recommendations for the
ARS Integration of Agricultural Systems budget line item include an increase of
$484,000 for estimated pay cost increases in an effort to maintain the current level
of scientific staffing in ARS.

Although it would be difficult for any one project to have all these attributes,
there are ongoing ARS-led Integrated Agricultural Systems projects throughout the
country that have many of these characteristics. For example, a project in Georgia,
focusing on the use of cover crops and biocontrol, involves three ARS locations, three
universities, a number of nongovernment organizations (NGOs) including Commu-
nity in Schools and the Georgia Conservation Tillage Alliance, and multiple farmers
with research sites on their farms. Another project led by ARS researchers in Ames,
Iowa, is using farmers, consultants, university researchers, and NGOs, to develop
environmentally sound and profitable farming systems for the highly erodible deep
loess soils of the Cornbelt. An activity lead by scientists at the ARS unit in Mandan,
North Dakota, in cooperation with seven other ARS Great Plains locations and nu-
merous university cooperators and producers, is doing research on soil quality, crop-
ping systems, and integrated crop-livestock production. One outcome, just released,
is the decision support aid called “Crop Sequence Calculator” which enables north-
ern plain farmers to choose the most profitable crop rotations based on their specific
situation. More than 5,000 copies have already been distributed. Multiple ARS units
across the Pacific Northwest, led by researchers in Corvallis, Oregon, are cooper-
ating with other government agencies, NGOs, producers, and environmental groups
to develop cropping systems compatible with salmon restoration. These, as well as
other sustainable agricultural projects, are being conducted to meet the needs of
ARS stakeholders expressed at the National Program workshops to address their in-
tegrated systems needs.

AGRICULTURAL RESEARCH SERVICE BUILDINGS AND FACILITIES

Question. Please provide an update on activities regarding planned improvements
of the Cereal Crops Laboratory in Madison, Wisconsin.

Answer. ARS retained an architect-engineer to review the facility conditions and
needs to support the research program at the Cereal Crops Laboratory in Madison,
Wisconsin. The feasibility study identified three options to meet the needs of the
program. The facility report requested by Congress is currently being reviewed in
the Department. The report will assess the needs for the facilities in Madison, Wis-
consin and provide current information on costs for the project.

Question. Please provide an update on activities regarding the National Animal
Disease Laboratory in Ames, Iowa, including ARS coordination with APHIS regard-
ing this facility.

Answer. In fiscal year 1999, ARS and APHIS agreed to develop a preliminary
combined modernization plan. In combining modernization efforts of both agencies,
efficiencies can be realized by consolidating facilities, and phasing of construction
can be simplified by eliminating the need for swing space. Combining efforts also
presents the opportunity to create a world class facility consisting of new, state-of-
the-art structures for biocontainment research, diagnostics, and vaccine evaluation.
New construction allows the structures to be optimally sited along an upgraded in-
frastructure spine; provides increased security, operations and maintenance effi-
ciencies; and results in an enhanced research environment. The facility report re-
quested by Congress was submitted on May 25, 2001. The report assesses the needs
for the facilities in Ames, Iowa and provides current information on costs and sched-
uling for project alternatives.

COOPERATIVE STATE RESEARCH, EDUCATION, AND EXTENSION SERVICE

Question. Please provide information on Special Research Grants which as of fis-
cal year 2001 have received funding through this account for at least four consecu-
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tive years and suggest other USDA grant programs for which these projects could
compete.

Answer. Based on our funding history records, there are over 100 special grant
projects which have been funded for the last four years. A table showing funding
over the past four years for these grants is provided below for the record.

Some of these grants might qualify for funding under other grants programs ad-
ministered by the Cooperative State Research, Education, and Extension Service—
CSREES. CSREES administers programs related to a wide variety of national prob-
lem areas, including those that have a water quality, food safety, plant and animal
genomics, biotechnology, or new uses focus. Many of the special grants projects tend
to fall under these types of broad focus areas. However, the special grants provide
earmarked funds for specific locations, without benefit of a competitive process in-
cluding merit and peer review. Investigator-initiated basic research might qualify
for support under broad national priorities of the National Research Initiative Com-
petitive Grants Program. In addition, the Initiative for Future Agriculture and Food
Systems gives priority to proposals that successfully integrate research, extension
and education and/or address the concerns of small and mid-sized producers and
land managers (especially in natural resource management and farm efficiency and
profitability). The goal of IFAFS is to award large grants to multi-state, multi-insti-
tutional, and multi-disciplinary projects; preference will be given to those projects.
Requests for proposals are modified each year to address the highest priority con-
cerns for the U.S. agriculture and food system. CSREES administers a number of
smaller programs that support work that is generally related to special grant topics,
such as pest management and control programs, which might be funded under Im-
proved Pest Control. These programs support alternative pest management prac-
tices. In addition, the Crops at Risk from Food Quality Protection Act—FQPA—Im-
plementation and Risk Mitigation for Major Crops supports alternative pest man-
agement practices for crops at risk from loss of pest controls due to the FQPA. Food
safety and water quality grants might also be supported under the programs under
the Integrated Activities account.

[The information follows:]

COOPERATIVE STATE RESEARCH, EDUCATION, AND EXTENSION SERVICE RESEARCH AND
EDUCATION ACTIVITIES SPECIAL RESEARCH GRANTS

[In thousands of dollars]

1998 1999 2000 2001

Actual Actual Actual Estimate
Aegilops cylindricum (WA; Jointed GOatgrass) ...........occoeeveeervverrrereerernenns 346 360 360 359
Aflatoxin, Illinois 113 113 113 131
Agricultural diversification, Hawaii 131 131 131 131
Agricultural diversity/Red Riv C (MN/ND) 250 250 250 374
Agriculture based indust. lubricants (IA) 200 250 250 349
Alliance for food protection (NE,GA) 300 300 300 299
Alternative crops, North Dakota 550 550 550 624
Alternative salmon products (Alaska) 400 400 553 644
Anml. Sci. Food Safety Con. (AR, KS, IA) 1,521 1,521 1,521 1,631
Apple fireblight (MI, NY) 500 500 500 499
Aquaculture, Louisiana 330 330 330 329
Aquaculture, Stoneville, Mississippi 642 592 592 591
Aquaculture Prod. and Mrktg. Dev. (WV) 600 750 750 748
Babcock Institute, Wisconsin 312 400 510 599
Ctr. for animal health & prod. (PA) 113 113 113 113
Center for rural studies, Vermont 32 200 200 200
Chesapeake Bay aquaculture 370 385 385 391
Competitiveness of ag. products, WA 677 680 680 679
Cool season legume research, ID & WA 329 329 329 328
Cranberry/blueberry disease & breed, N 220 220 220 220
Dairy and meat goat research (TX) 63 63 63 63
Delta rural revitalization, Mississippi 148 148 148 205
Drought mitigation (NE) 200 200 200 200
Ecosystems (AL) 500 500 500 499
Environmental research (NY) 486 486 400 399
Environmental risk factors/cancer (NY) 100 100 170 221
Expanded wheat pasture, (0K) 285 285 285 292
Feed barley for rangeland cattle, MT 600 600 638 692

Floriculture (Hawaii) 250 250 250 249
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COOPERATIVE STATE RESEARCH, EDUCATION, AND EXTENSION SERVICE RESEARCH AND

EDUCATION ACTIVITIES SPECIAL RESEARCH GRANTS—Continued

[In thousands of dollars]

1998 1999 2000 2001

Actual Actual Actual Estimate
Food & Ag Policy Institute, 1A, & MO 800 800 800 948
Food irradiation, IA 200 200 200 225
Food Marketing Policy Center, Connecticut 332 400 400 494
Food processing center, Nebraska 42 42 42 42
Food Systems Research Group, Wisconsin., 221 225 425 499
Forestry, Arkansas 523 523 523 522
Fruit & vegetable market analysis 296 320 320 347
Generic commodity promotions, research and evaluation, NY ..........c......... 212 212 198 198
Global Change 1,000 1,000 1,000 1,431
Grain Sorghum, Kansas 106 106 106 106
Grass seed cropping for sustainable ag 423 423 423 422
Human nutrition, 1A 473 473 473 472
Human nutrition, LA 752 752 752 750
Human nutrition research, NY 622 622 622 621
Hydroponic tomato production (OH) 140 200 200 100
lllinois-Missouri Alliance for Biotech 1,184 1,184 1,184 1,239
Improved dairy management practices, PA 296 296 296 397
Improved fruit practices 445 445 445 444
Institute for Food Science & Enginr., AR 950 1,250 1,250 1,247
Integrated production systems, Oklahoma 161 180 180 180
International arid lands consortium 329 400 400 494
lowa Biotechnology Consortium 1,564 1,564 1,564 1,561
Livestock and Dairy Policy (NY and TX) 445 475 475 569
Lowbush blueberry research (ME) 220 220 220 259
Maple research (VT) 100 100 100 119
Michigan Biotech. Consortium 675 675 675 123
Midwest Adv. Food Manufacturing Allianc, 423 423 423 461
Midwest agricultural products (IA) 592 592 592 645
Milk safety, Pennsylvania 268 250 298 374
Minor use animal drugs 550 550 550 549
Molluscan shellfish (OR) 400 400 400 399
Multi-commodity research (OR) 364 364 364 363
Multi-cropping strategies for aquaculture 127 127 127 127
National Bio. Impact Assessment 254 254 254 253
Nematode resist. genetic engineering, NM 127 127 127 127
Nonfood ag products, Nebraska 64 64 64 64
0il from desert plants (NM) 175 175 175 175
Organic waste utilization (NM) 100 100 100 100
Pasture and forage research (Utah) 225 225 225 249
Peach tree short life, South Carolina 162 162 162 179
Pest control alternatives, SC 106 106 106 117
Phytophthora root rot, NM 127 127 127 138
Plant, drought, and disease resist. gene cataloging (NM) ......ccccovvrerrennnne 150 150 213 249
Potato research 1,214 1,300 1,300 1,447
Preharvest food safety, KS 212 212 212 212
Preservation & processing, 0K 226 226 226 226
Rangeland ecosystems, NM 185 200 200 299
Regional barley gene mapping project 348 400 425 587
Region. implications of farm prgs, MO, TX 294 294 294 293
Rice Modeling, AR 296 296 296 295
Rural Development Centers 423 523 523 522
Rural policies institute 644 644 644 820
Russian Wheat Aphid 200 200 200 249
Seafood harvesting, proc., mkt. (MS) 305 305 305 304
Small fruit research (OR, WA, ID) 212 300 300 324
Southwest Consortium for plant genetics and water resources .................. 338 338 338 368
Soybean cyst nematode (MO) 450 475 475 599
STEEP lll-water quality in Northwest 500 500 500 499
Sustainable agriculture (MI) 445 445 445 444
Sustainable agriculture (PA) 94 95 95 100
Sustainable agriculture systems (NE) 59 59 59 59
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COOPERATIVE STATE RESEARCH, EDUCATION, AND EXTENSION SERVICE RESEARCH AND
EDUCATION ACTIVITIES SPECIAL RESEARCH GRANTS—Continued

[In thousands of dollars]

1998 1999 2000 2001
Actual Actual Actual Estimate
Sustainable pest mgt-dryland wheat (MT) 400 400 425 461
Swine waste mgmt. (NC) 300 500 500 499
Tillage, silviculture, waste mgmt (LA) 212 212 212 212
Tropical & subtropical research 2,724 2,724 2,724 3,854
Vidalia onions (GA) 84 100 100 249
Viticulture consortium (NY, CA, PA) 800 1,000 1,000 1,497
Water conservation, (KS) 79 79 79 79
Weed control (ND) 423 423 423 435
Wheat genetic research (KS) 261 261 261 260
Wood utilization 3,536 5,136 5,136 5773
Wool research (TX, MT, WY) 300 300 300 299
Total, Special Research Grants 42,598 46,323 46,953 52,304

WILDLIFE SERVICES

Question. Please provide an update on the agencies’ non-lethal control activities
and, in particular, the pilot programs in up to four states as provided in Public Law
106-387.

Answer. APHIS has taken steps to begin the project. APHIS has written a study
protocol that will provide a statistically meaningful evaluation of the relative effec-
tiveness of non-lethal predator management methods only versus the integrated ap-
proach of lethal and non-lethal management methods. This study is in addition to
a broader, continuing research and methods development program APHIS conducts
to protect livestock, crops, and human health and safety. APHIS devotes over 75
percent of their research effort to non-lethal development activities. APHIS has con-
sulted with staffs of Senators Boxer and Smith, as well as with representatives from
Defenders of Wildlife and the Humane Society of the United States, to identify the
non-lethal methods to evaluate. The protocol calls for a four-year evaluation involv-
ing eight to twelve ranches each in California, Idaho, and West Virginia. The project
is designed to evaluate both non-lethal and integrated management methods for two
years on each ranch.

Question. Please provide information regarding the Wildlife Services activities in
regard to wolf predation issues and control efforts in the Upper Midwest, including
Minnesota, Wisconsin, and Michigan, and please compare the activities in that re-
gion with similar operations in the Rocky Mountain states.

Answer. The Minnesota wolf population has steadily increased from approxi-
mately 1,200 wolves in 1979, found only in the remote northeastern parts of the
State, to approximately 2,600 wolves now. This population increase has caused a
significant southern expansion with a contiguous range now covering approximately
40 percent of the State. Wisconsin began to monitor for wolf populations in 1979,
with an initial report of 25 animals. In the late 1980s, this population began to
steadily increase and there are approximately 250 wolves now. In 1995, wolf discov-
eries occurred in areas south of the northern Wisconsin region. As wolves began to
occupy northern Wisconsin, individual wolf observations occurred in the Upper Pe-
ninsula of Michigan. The U.S. Fish and Wildlife Service (FWS) now estimates that
approximately 200 wolves inhabit the Upper Peninsula. With this expanding nat-
ural population of gray wolves, we have been addressing wolf impacts in Minnesota
since the mid 1970s. The population growth and expanding range have resulted in
wolves moving into Wisconsin and Michigan. As the wolf population increases, so
does the number of depredation incidents against livestock. We project our re-
sponses to wolf complaints in Minnesota, Wisconsin, and Michigan will reach 289
during fiscal year 2001, a 26 percent increase since fiscal year 1999.

The FWS gray wolf reintroduction in Wyoming (Yellowstone National Park) and
Idaho has been so successful that wolf populations have expanded beyond original
introduction site boundaries. From an original reintroduction of 66 wolves in 1995
and 1996, the FWS now estimates there are between 360—405 wolves in these two
States. In addition, naturally occurring wolf populations in Montana have grown
from an estimated 25-50 wolves in the early 1990s, to approximately 80 to 100
wolves today according to the FWS. In total, FWS estimates there are 440-505
wolves in the Northern Rocky Mountain area and that the total number of wolves
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will triple in the next several years. APHIS—responsibility has increased signifi-
cantly as a result of the wolf recovery efforts in Wyoming, Idaho, and Montana. We
project our responses to wolf complaints in these States will reach 244 during fiscal
year 2001, a 116 percent increase since fiscal year 1999. APHIS received $1,000,000
in fiscal year 2001 for predator/wolf control in Idaho, Montana, and Wyoming which
was allocated equally among the three States. We are evaluating the impact of these
expanding wolf populations and our ability to provide adequate service with the in-
creased funding.

ANIMAL WELFARE

Question. It has been brought to my attention that in the past several years, there
have been a variety of instances in several states, including Missouri and Min-
nesota, in which USDA Animal Care Inspectors had found no cases of noncompli-
ance at facilities with significant animal welfare problems, or where sanctions for
noncompliance have been lax or unenforced. Please provide me with detailed infor-
mation on how the USDA administers and enforces sanctions to Animal Welfare Act
violators, and how you ensure that Animal Care Inspectors are completing detailed
inspections of animal facilities.

Answer. APHIS conducts regulatory activities which ensure the humane care and
treatment of animals and horses as required by the Animal Welfare Act (AWA) of
1966 as amended (7 U.S.C. 2131-2159). These activities include inspection of certain
establishments which handle animals intended for research, exhibition, and sale as
pets.

APHIS uses a variety of methods to assure that AWA inspections are thorough,
complete, and conducted in a consistent, uniform manner. We rely heavily on proper
training to insure that each animal care inspector has the background and knowl-
edge to conduct a proper inspection. With fiscal year 2001 approximately halfway
complete, the program has conducted three training courses for inspectors so far
this year. One course concentrated on research facilities, and the other two focused
on basic inspection techniques. APHIS also held a regional conference for animal
care inspectors this year which included training designed to promote consistent,
high quality inspections.

APHIS recently published an Animal Care Inspection Manual which outlines in-
spection procedures and also contains a checklist for inspectors to assure that they
have covered all areas of the regulations that are pertinent to the facility being in-
spected. To help ensure that Animal Care Inspectors are completing detailed inspec-
tions of animal facilities, each inspector is supervised by a Supervisory Animal Care
Specialist who conducts periodic reviews of the inspection process, and accompanies
inspectors on actual inspections. These supervisors also review a random number
of reports from each inspector to assure they are done properly and cover all areas
prescribed in the AWA regulations.

With our recently developed Animal Care data base, we are able to statistically
monitor the field inspection process by determining how many and what type of vio-
lations are written by each inspector, the number of inspections conducted, and
other useful information to more effectively assure the inspections are conducted
properly and thoroughly.

Enforcement activities are carried out by a separate investigative and enforce-
ment (IE) staff funded under the Animal and Plant Health Regulatory Enforcement
line-item. Animal Care program officials refer alleged violations identified during in-
spections to our investigative and enforcement unit for investigation. Headquarters
IE staff review the completed investigative reports, and initiate an appropriate ac-
tion based on a number of factors including the gravity of the violation, prior his-
tory, and size of the business.

Less serious infractions may be settled with an official notice of warning, while
more serious cases may be resolved at the Agency level through stipulated civil pen-
alty agreements with the violator or through formal administrative action before an
Administrative Law Judge. Stipulations allow alleged violators to pay a fine, have
their license suspended, or both, in lieu of formal administrative proceedings. Cases
that warrant formal prosecution undergo Departmental review for legal sufficiency
prior to issuance of a formal administrative complaint. Formal cases may be re-
solved by license suspensions, revocations, cease-and-desist orders, civil penalties, or
combinations of these penalties through administrative procedures. APHIS also uses
innovative settlements where appropriate to encourage compliance. In innovative
settlements, the Agency allows a portion of the civil penalty to be used by the li-
censee or registrant to provide training or make repairs and/or upgrades to facilities
to help ensure future compliance with the Act.
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Question. 1 have been informed that the Animal Welfare Information Center has
received an appropriation of $750,000 to perform its activities without an increase
in over a decade. It is also my understanding that more than 50 percent of the
AWIC budget is transferred to the National Agricultural Library and Agricultural
Research Service for overhead costs. Please explain why AWIC must provide such
a large amount of its budget for AWI and ARS overhead costs.

Answer. The National Agricultural Library received an appropriation of $750,000
in fiscal year 1986 to support an information service at NAL. There have been no
increases in the base appropriation since then and several mandated permanent re-
ductions have resulted in an overall decrease in the original appropriation of about
9 percent. To clarify, NAL and ARS do not take 50 percent of the budget for over-
head. ARS, however, applies a 10 percent across-the-board assessment for overhead
to support the agency’s overall program and administrative management activities.
The remaining 90 percent is allocated directly to the AWIC and the other NAL pro-
gram and administrative activities that support the AWIC.

CRANBERRY PURCHASES

Question. The fiscal year 2001 Act provided $30 million for the purchase of sur-
plus cranberries. Please provide an update on those activities and please provide in-
formation in regard to how those funds have been directed toward the actual pur-
chase og)fruit (as directed by statute) and for the costs of processing (as has been
reported).

Answer. As of May 16, 2001, AMS has purchased 32.7 million pounds of cranberry
juice concentrate at a cost of $16.2 million. In addition, the agency has purchased
3.25 million pounds of dried cranberries at a cost of $5.5 mil., and 7.36 million
pounds of canned cranberry sauce at a cost of $3.4 mil. The agency is currently of-
fering to purchase 4.05 million pounds of cranberry juice at an estimated cost of
$1.7 million. AMS buys processed cranberry products and does not track the cost
of processing separately from the cost of the fruit.

AMS is committed to purchasing $30 million surplus cranberries as directed by
the Act. However, purchases are dependent on USDA’s ability to find sufficient out-
lets that can take the product. AMS is working directly with the Food and Nutrition
Service in this effort.

Although some portion of the funds available must be spent on processing to pro-
cure product in a form that is acceptable to recipients, the Department has donated
sucrose for use in the production of cranberry juice concentrate to maximize the
amount of cranberries that are being purchased.

CONSERVATION CRP TECHNICAL ASSISTANCE

Question. The fiscal year 2002 budget includes an appropriated amount to cover
the cost of technical assistance associated with the Conservation Reserve Program.
Previous to the 1996 Farm Bill, mandatory funds were available for technical assist-
ance in this regard, but imposition of the Section 11 cap by the authorizing com-
mittee created the funding difficulties resulting in your 2002 request. Since this
problem is a direct result of action by the authorizing committee, why did the Presi-
dentdl;ot submit a request to the authorizing committee to strike the cap they im-
posed?

Answer. Many of the conservation programs funded by the Commodity Credit Cor-
poration, such as the Conservation Reserve Program, expire with the 1996 Farm
Bill. Discussions regarding the appropriate farm policy for the future are underway
and will continue this year. The request for CRP technical assistance funding under
the Conservation Operations account addresses the short-term needs for fiscal year
2002.

RURAL DEVELOPMENT RURAL COMMUNITY ADVANCEMENT PROGRAM

Question. EPA Administrator Christine Todd Whitman recently stated that one
reason for reviewing the arsenic level standard for drinking water was her concern
that since arsenic levels are more prevalent in individual private wells than public
drinking systems, the Bush Administration did not want to take action that might
force public systems to close and make Americans more reliant on private well
sources of drinking water.

If this is the Administration’s concern, why was there not a substantial increase
in thg budget to allow more Americans access to public water systems in rural
areas?

Answer. The Administration’s position is that these standards need to be exam-
ined based on the best science available and that they need to be realistic in terms
of what can be achieved by communities that rely on a public drinking water sys-
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tem. While USDA’s water and waste disposal program certainly helps rural commu-
nities obtain clean and safe drinking water, most projects require these communities
to pay a fairly substantial portion of the cost for both constructing and operating
a system. Consequently, the level of funding for the program is only one of the con-
siderations that needs to go into the decision on these standards.

Question. To what extent are arsenic levels a problem in rural areas, especially
in areas where no public systems are now available?

Answer. A May 2000 study conducted by the U.S. Geological Survey found that
about 10 percent of the samples it took had an arsenic level exceeding the World
Health Organization 19s provisional guideline. The samples were taken in about 24
percent of U.S. counties.

Question. Please provide information on the backlog of applications for the water
and wastewater loan and grants program.

Answer. As of March 2001, there were 1,445 applications for water and waste dis-
posal loans, totaling about $2.2 billion, and 734 applications for water and waste
disposal grants, totaling about $757 million.

RURAL HOUSING SERVICE

Question. Calculations based on USDA estimates received last year show that the
average home under the Section 502 program is financed for just over $60,000. Is
this calculation correct, and if not, what is the average amount of a direct loan, and
a gu%ranteed unsubsidized loan, under the Section 502 Rural Housing Loan pro-
gram?

Answer. Direct Section 502 loans averaged close to $65,000 for fiscal year 2000
and are estimated to average about $67,000 for 2002. Guaranteed loans, which are
unsubsidized and tend to serve borrowers with more income than direct loan bor-
rowers, averaged about $74,000 for 2000 and are estimated to average about
$78,000 for 2002.

RURAL UTILITIES SERVICE

Question. Please provide information regarding the ability of rural electric pro-
viders to cope with increasing energy costs?

Answer. The President’s energy task force report will address the root cause of
the problems the Nation, including rural America, is experiencing due to increasing
energy costs. The President has spoken repeatedly about his concerns for long-term
solutions, including the development of additional power generating capacity.
USDA’s Rural Utilities Service (RUS) is already experiencing an increase in applica-
tions for generation projects. Demand side management is also necessary. RUS re-
cently published proposed changes in its regulations to facilitate such action.

Question. What has been the effect of electric power deregulation on rural electric
cooperatives?

Answer. Rural electric cooperatives with outstanding loans or loan guarantees
from RUS are not regulated by the Federal Regulatory Energy Commission (FERC).
However, they are impacted by FERC initiatives relating to the prices of electricity
sold in wholesale markets, from which the cooperatives buy a portion of their power.
Further, virtually all RUS borrowers are dependent upon transmission services to
reach their customers. However, it appears that deregulation is not encouraging
new providers to enter rural areas. In Pennsylvania, for example, 2 years after all
the State’s rural electric cooperatives elected to open their systems to full retail
competition, not a single competitive provider has applied to serve these coopera-
tives.

Question. To what extent do rural electric providers have access to their own gen-
eration sources and for those that do not, are they being provided adequate access
to other sources?

Answer. Nationwide, electric cooperatives, including rural electric cooperatives,
generate about 55 percent of the power they need to serve their retail customers.
The rest is obtained from wholesale markets. So far, the electric cooperatives have
been able to secure the electricity they need to keep the lights on for their cus-
tomers—but, in some instances, the purchases of peaking power on the spot market
have come at a very high price.

Question. What percentage of Rural America has access to internet and broadband
communications capabilities on a scale comparable to most urban areas in this coun-
try?

Answer. While an estimated 39 percent of rural households have some type of ac-
cess to the internet, the quality of that access is, in many cases, far less then that
in urban areas. For example, most users are able to connect to the internet at a
minimum transmission rate of 28 kilobits per second, which is three times faster
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than the capacity of many rural phone lines. Further, only 7.3 percent of rural
household have access to broadband services.

HUMAN NUTRITION

Question. For many Americans, USDA nutrition programs are the only guarantee
that they will have access to at least one nutritious meal a day. However, recent
accounts of increased demands at food banks, questions about the quality of food
children consume at school, and similar stories raise concern that some people, espe-
cially those most vulnerable, may be falling through the cracks.

Answer. The Department is keeping a close eye on the needs of the most vulner-
able Americans, and we will take steps to help ensure that they have access to what
they need to be properly nourished.

SCHOOL BREAKFAST START-UP GRANTS

Question. In my state of Wisconsin, I worked last year to help encourage schools
to participate in USDA school breakfast programs as a way to help ensure that
more children start their school day ready to learn. Can you please provide an up-
date gn how the Department is working with the State of Wisconsin on this pro-
gram?

Answer. On February 12, 2001, FNS entered into a Grant Agreement with the
Department of Public Instruction, the State agency that administers Child Nutrition
Programs in Wisconsin. The Agreement was entered into pursuant to provisions in
Public Law 106-387, the Agriculture, Rural Development, Food and Drug Adminis-
tration, and Related Agencies Appropriations Act for Fiscal Year 2001, which di-
rected the Secretary to provide Wisconsin with $500,000 for school breakfast startup
grants in the State. Under the terms of the Agreement, the State agency will pro-
vide grants to eligible school food authorities to help cover costs associated with im-
plielmelnting a School Breakfast Program (SBP) in currently non-participating
schools.

The grant funds may be used for any local level costs that are allowable, reason-
able, and necessary for a school to implement the SBP and, therefore, extend pro-
gram benefits to a greater number of eligible children. The Agreement will require
the State agency and school food authorities receiving funds to obligate those funds
no later than September 30, 2002. The State agency will report on the use of the
funds quarterly and will submit annual project reports describing the activities ac-
complished using the funds. FNS has provided the State agency with guidance,
when requested and remains available to provide any assistance that the State may
require.

NUTRITIONAL VALUE OF ASSISTANCE PROGRAMS

Question. There has recently been a lot of publicity about the nutritional value
of foods consumed by children, especially while they are at school. Would you please
provide your views on the adequacy of the nutritional value children are receiving,
especially while at school?

Answer. The Child Nutrition Programs offer children meals that are affordable,
convenient, and consistent with the Dietary Guidelines for Americans. I know that
nutrition education is a top priority of the Department and is incorporated into all
of the nutrition assistance programs.

The results of two recent reports sponsored by FNS provide some insight into the
adequacy of the nutritional value of children’s diets. Children’s Diets in the Mid-
1990s: Dietary Intake and Its Relationship with School Meal Participation shows
that on average, children’s reported daily mean intakes of most vitamins and min-
erals exceed the Recommended Dietary Allowances. Only a small percentage of chil-
dren met the dietary recommendations for intake of total fat, saturated fat, fiber,
and sodium. The school meal programs play a substantial role in the diets of school-
aged children. Students who participate in both the school lunch and breakfast pro-
grams are more likely to meet the dietary standards for a variety of vitamins and
minerals than students who participate in neither program. Participants also have
a higher mean intake, at school and over 24 hours, of total fat, saturated fat, fiber,
and sodium.

The School Nutrition Dietary Assessment Study-II indicates that the average
meals offered in the National School Lunch Program and School Breakfast Program
are both high in nutritional quality and well-balanced across a number of key nutri-
ents. Since the implementation of the School Meals Initiative for Healthy Children
in 1995, schools have significantly reduced the amount of fat and saturated fat in
school meals, although the average school lunch still falls short of meeting the Die-
tary Guidelines for Americans recommendations for fat and saturated fat. These im-
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provements have been accomplished while maintaining the overall nutrient con-
tribution of the school meals.

SENIORS’ FARMERS MARKET

Question. Last year, USDA developed a special farmers market program to help
make fresh produce available to senior citizens. The program not only provided spe-
cial benefits to seniors, it also helped provide an additional outlet for farmers prod-
ucts. Wisconsin is one of the states that is participating in this program. However,
you have eliminated this program in the fiscal year 2002 budget. Please provide an
overview of how this program will operate this year and explain why you did not
choose to continue it next year.

Answer. The Seniors Farmers’ Market Nutrition Pilot Program (SFMNPP) oper-
ates in 36 locations—30 States, 5 Indian Tribal Organizations and the District of
Columbia. The program provides resources in the form of fresh, nutritious, unpre-
pared, locally grown fruits, vegetables, and herbs from farmers’ markets, roadside
stands and community supported agriculture programs to low-income seniors. It also
increases the domestic consumption of agricultural commodities by developing or
aiding in the expansion of domestic farmers’ markets, roadside stands, and commu-
nity support of agriculture programs.

The 36 locations are: Alabama, Alaska, Arkansas, California, Chickasaw Nation
(Oklahoma), Connecticut, District of Columbia, Florida, Grand Traverse Band of Ot-
tawa and Chippewa Indians (Michigan), Hawaii, Illinois, Inter-Tribal Council of
Michigan, Iowa, Louisiana, Maine, Maryland, Massachusetts, Michigan, Minnesota,
Mississippi Band of Choctaw Indians, Montana, Nebraska, New Hampshire, New
Jersey, New York, North Carolina, Ohio, Oregon, Osage Tribal Council (Oklahoma),
South Carolina, Tennessee, Vermont, Virginia, Washington, West Virginia, and Wis-
consin. A summary of the highlights of each program is attached.

As you know, funding for the SFMNPP comes from the Commodity Credit Cor-
poration and does not require an appropriation. The SFMNPP was funded as a pilot
program by the previous Administration. No decision has been made by the current
Administration as to the continuation of the pilot program beyond fiscal year 2001.

THE EMERGENCY FOOD ASSISTANCE PROGRAM (TEFAP)

Question. It has come to my attention that food banks and other food distribution
agencies have or may have to turn back donated food items because they do not
have adequate resources for transportation and distribution costs. Please provide in-
formation on why this problem has suddenly become so serious.

Answer. The flow of USDA commodities available to the Emergency Food Assist-
ance Program (TEFAP) increased significantly in fiscal year 2001. This increase was
due in part to the enactment of the Agricultural Risk Protection Act of 2000 (Public
Law 106-224).

In addition to the $100 million worth of commodities purchased in fiscal year
2001, it is estimated that the bonus commodities that will be delivered to TEFAP
State agencies in 2001 will exceed $225 million. Included in this amount is the ma-
jority of bonus fruits and vegetables purchased for domestic consumption mandated
by Public Law 106-224, the Agricultural Risk Protection Act of 2000. The Act re-
quired the Secretary to purchase specialty crops that experienced low prices during
the 1998 or 1999 crop year. These commodities are provided in addition to commod-
ities donated by other sources and make up a portion of the total amount of food
distribution through the TEFAP distribution network.

Question. Are there available resources within USDA to help these local organiza-
tions?

Answer. All of the $45 million in TEFAP administrative funds appropriated under
the 2001 appropriations bill has been allocated to State agencies, which in turn allo-
cate most of these funds to local organizations. Although available resources are
very limited, the Department is in the process of examining the possibility of pro-
viding additional funding to support the distribution of TEFAP commodities.

Question. What funding would be necessary to ensure that local agencies have the
necessary means to transport and distribute food donated through TEFAP?

Answer. The flow of USDA commodities available to the Emergency Food Assist-
ance Program (TEFAP) increased significantly in fiscal year 2001, and this has led
a number of States to express concern about administrative funding. All but a few
of the 25 or so States responding to an informal survey report a shortage of adminis-
trative funding. The majority complain of serious strains on transportation, storage,
or distribution. About a quarter of respondents have had to become more particular
about which foods they will take, selecting only the most popular commodities for
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fast turnover; and a quarter also report that they will not be able to take any more
bonus foods this year, citing lack of administrative funds.

WIC PROGRAM

Question. The President’s budget proposes funding for the WIC program at a level
intended to serve 7.25 million people, the same number of people the Administration
expects to serve in fiscal year 2001. What is the expected carryover of funds into
fiscal year 2002 based on USDA’s most recent data?

Answer. The budget estimates that about $136 million from fiscal year 2001 will
be available for use in fiscal year 2002. The actual amount is dependent on partici-
pation and costs in fiscal year 2001. We believe the $136 million is a good estimate
of the effects of costs and participation in fiscal year 2001.

Question. What has been the historical relationship been between WIC participa-
tion and the unemployment rate? Do you believe there is a correlation between
these two indicators?

Answer. I believe that unemployment does effect income eligibility. However, in-
come eligibility is only one of the eligibility criteria used for participation in the
WIC Program.

For most of WIC’s history, participation was constrained by funding, and so did
not respond to economic factors such as the unemployment rate. Therefore, it is cor-
rect that for most of WIC’s history, participation did not tend to increase when un-
employment went up, nor decrease when unemployment went down.

In 1997, WIC participation peaked at 7.4 million. After this, despite the absence
of a clear funding constraint, participation fell slightly. It may be reasonable to as-
sume that at this point, participation changes were more directly related to eco-
nomic conditions. While the data from 1997 to 2001 suggests a relationship between
unemployment and participation, these data are not adequate to permit construction
of a model of that relationship that would enable us to “tie” changes in WIC partici-
pation to changes in the unemployment rate with any reasonable degree of accuracy.

It should also be noted that analyses of participation should consider factors other
than economic changes that could affect participation decisions (eg., changes in pro-
gram rules, welfare reform, etc.).

Question. Was the Administration’s budget forecasts that the unemployment rate
will rise in fiscal year 2002 to 4.6 percent taken into consideration when formu-
lating the fiscal year 2002 budget for the WIC Program?

Answer. Although data from 1997-2001 suggest a positive relationship between
unemployment and participation, these data are not adequate to permit construction
of a model of that relationship that would enable us to “tie” changes in WIC partici-
pation to changes in the unemployment rate with any reasonable degree of accuracy.
Such a model would be needed in order to factor changes in the unemployment rate
into budget requests for WIC. The President’s budget was constructed to maintain
projected average fiscal year 2001 participation of 7.25 million.

Question. Is it the view of the Administration that if WIC participation demands
increase as a result of higher levels of unemployment, adequate resources should
be made available to cover the increased program demand?

Answer. The Administration’s fiscal year 2002 request was constructed to main-
tain projected average fiscal year 2001 participation of 7.25 million. There are cur-
rently no waiting lists for the WIC program and, at present, we believe that the
President’s budget request for fiscal year 2002 is sufficient to continue to meet de-
mand for the WIC program. However, we are aware that substantial changes in eco-
nomic conditions may effect demand for the program. We plan to monitor the situa-
tion closely, and work with Congress to ensure that the program is funded at an
appropriate level.

Question. Please provide an update on WIC referral services and, in particular,
the status of the Presidential Memorandum on the subject of childhood immuniza-
tion.

Answer. USDA is working with the Centers for Disease Control and Prevention
to implement the directives outlined in the Executive Memorandum. A partnership
composed of representatives from the National Association of WIC Directors, Amer-
ican Academy of Pediatrics, Association of State and Territorial Health Officials, As-
sociation of Immunization Managers, and Every Child By Two is providing guidance
and assistance to implement current and future WIC immunization linkages to meet
the directives of the Executive Memorandum. A working group of this partnership
is finalizing a National strategic plan to improve immunization coverage levels of
children participating in WIC.

A draft policy memorandum, written in collaboration with partners, was distrib-
uted to partners and State WIC agencies for comment in February 2001. The policy
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memorandum outlined procedures for immunization screening and referral in the
WIC Program, as directed by the Executive Memorandum. In response to comments,
the policy memorandum is being redrafted and will be issued in June 2001.

CHILD AND ADULT CARE FEEDING PROGRAM

Question. Section 101 of Public Law 106-554, Division B, Title I expanded the eli-
gibility criteria for participation in the Child and Adult Care Feeding Program
(CACFP). Please provide information regarding USDA implementation of this provi-
sion including the number of CACFP providers and program beneficiaries have been
made eligible under this new criteria.

Answer. The Department issued its implementation memorandum governing
these expanded eligibility requirements to all CACFP State administering agencies
on January 19, 2001. This memorandum laid out the basic eligibility requirements
established in Public Law 106-554, contained guidance necessary for States to ad-
minister the program in the newly-eligible centers and reminded States of the im-
portance of acting quickly to seek out, train and approve eligible centers. On Feb-
ruary 26, 2001, the Department followed up the initial guidance with additional
guidance based on questions received from States during the implementation proc-
ess.

The Department has estimated the total number of potentially eligible centers to
be approximately 4,600 and the number of children enrolled in those centers to be
about 323,600. While we do not have a formal vehicle for collecting data on the
number of centers actually participating under the expanded eligibility criteria, we
do have anecdotal information suggesting that this number is considerably less than
the eligible universe—probably no more than 130. State agencies are dealing with
these eligibles in a number of different ways. Some are actively recruiting centers
while others have done relatively little in this regard. For the most part, these
States believe that the effort required to approve, train and monitor an entirely new
group of centers which may be on the program for a relatively short period of time
is not the best use of administrative resources, given the demands put on them
under the CACFP Management

Question. Does the Bush Administration support making this change permanent
and if not, please explain.

Answer. The President’s fiscal year 2002 budget request did not include funding
for extending this provision beyond the current fiscal year. However, we have not
taken a final position on this issue and will not do so until the Food, Nutrition and
Consumer Services policy team is in place.

Question. The Senate Report to accompany Public Law 106-387 includes language
urging FNS to provide technical assistance and guidance to states that do not maxi-
mize the number of children served under CACFP and to pool certain Title XX
funds with CCDBG funds to meet the technical requirement of current law. Please
provide information regarding implementation of this directive.

Answer. Over the past several years, the Department has provided guidance and
technical assistance to State agencies relative to the pooling of Title XX funding.
Initial guidance was issued to all Child and Adult Care Food Program State admin-
istering agencies on July 6, 1999. Copies of that guidance have also been provided
to the Congress. That guidance was also re-issued on April 6, 2000.

AGRICULTURAL TRADE DAIRY EXPORT INCENTIVES PROGRAM

Question. You have stressed the importance of international trade as a means to
improve net farm income. I agree that we should pursue an aggressive strategy with
our trading partners and we must remain vigilant that our agricultural trade inter-
ests are not compromised by long-term objectives of other sectors of the U.S. econ-
omy here at home.

One of the programs available to you now is the Dairy Export Incentives Program
(DEIP). Over the past few years, significant quantities of U.S. dairy producers were
allocated for shipment under DEIP, but for a number of reasons, those quantities
were not shipped. Later, the U.S. dairy industry sought to have those quantities re-
allocated for shipment under DEIP, but were told by the USDA that once allocations
were issued, they could not be reissued regardless of whether they had been shipped
or not. In explanation, we were told that during negotiations with our trading part-
ners an agreement was reached that precluded reallocation under DEIP. However,
in spite of our repeated requests, no documentation was provided that expressly laid
out this agreement.

Do you believe that the practice of not reallocating unused DEIP quantities if the
initial allocation was not shipped is consistent with U.S. trade objectives?
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Answer. In response to a request included in the conference report accompanying
the fiscal year 2001 Agriculture Appropriations Bill, the Department provided the
Committees on Appropriations a report outlining USDA’s position not to reallocate
awarded but unshipped dairy product tonnage under the DEIP. The report con-
cluded that authorizing the export of awarded but unshipped dairy product tonnage
from as far back as 5 years ago would be inconsistent with the established U.S.
methodology for reporting export subsidies to the WTO and would likely be viewed
by our trading partners as an attempt to circumvent our subsidy reduction commit-
ments. As the report indicated, such an action would provide limited economic ben-
efit for U.S. dairy farmers.

We are now engaged in negotiations in the WTO to further liberalize trade in ag-
ricultural products, including the elimination of export subsidies. Taking steps that
would be viewed by many as a circumvention of our current export subsidy commit-
ments would be detrimental to our efforts in those negotiations. For these reasons,
the reallocation of prior-year unshipped DEIP allocations would be inconsistent with
U.S. trade objectives.

Question. Do you intend to continue the practice of not reallocating DEIP quan-
tities under these circumstances?

Answer. With respect to the reallocation of quantities from previous years, no
change of policy is anticipated. However, at this time, the Department is reviewing
whether or not a modification of program operations for DEIP could be made to
allow for the re-announcement of canceled tonnage within the confines of an alloca-
tion year. Preliminary discussions have already taken place with the industry.

Question. If you do intend to continue this practice, will you please provide to the
Committee a copy of the express agreement that requires you to do so?

Answer. As indicated above, the Department is currently reviewing its allocation
and reallocation procedures.

MILK PROTEIN CONCENTRATES (MPC’S)

Question. Dairy producers in Wisconsin and across the country are becoming in-
creasingly alarmed by the level of MPC’s being imported into the U.S. Is it the view
of the Bush Administration that MPC imports are not subject to WTO requirements
or should they be included as part of this country’s dairy import strategy?

Answer. Milk Protein Concentrates are subject to a U.S. tariff commitment in the
WTO to limit the import duty to 0.37 cents per kilogram. At the time of the Uru-
guay Round, this product was specifically provided for in our tariff schedule and was
not subject to any import quotas of the type that were converted to tariff rate quotas
(TRQs) under that agreement. Consequently, MPCs were not included in our dairy
TRQs. The United States expects other countries to adhere to their international
market access commitments just as other countries expect the United States to com-
ply with its commitments. Changes in these commitments would require agreement
with affected countries on compensation. Consequently, changes to these inter-
national obligations must be considered carefully, within the context of our overall
World Trade Organization commitments.

Question. Please provide the Committee with information regarding the levels of
MPC imports, the countries from which those imports originate, and the U.S. mar-
ket use of these products.

Answer. Following are two tables showing 1999 and 2000 MPC imports by source
and the monthly pattern of MPC imports through February 2001. Please note that
following the pattern of the GAO report, these tables exclude the casein product also
called milk protein concentrate. If that product were included it would add another
9,800 tons to the 1999 total and another 11,900 tons to the 2000 total.

According to the monthly data, starting in August 2000, the level of MPC imports
began to decline, largely mirroring the upturn in international prices for nonfat dry
milk (NDM). The strong upturn in international prices for NDM appears to have
sharply reduced the incentive to produce and export MPCs.

We have no quantitative data as to what products are manufactured using im-
ported MPCs. The GAO study suggested a rather wide range of products with the
higher protein MPCs directed towards health and nutrition foods.

[The information follows:]
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MONTHLY PRECEDENCE REPORT

Month 1998 1999 2000 2001
Quanity (In Metric Tons)
1,709 2,664 5,337 2,598
1,578 2,992 5,731 2,988
1,711 3,335 5,957 e
1,274 2,642 3,693
1,743 3,082 5,938
2,329 4,256 4,846
3,033 3,940 5,242
2,805 3,588 2,992
3,975 4,179 2,684
3,294 3,684 3,744
2,650 5,322 3,549
2,828 5,192 2,962
28,929 44,877 52,677
6,306,753 6,785,701 14,210,345
5,655,386 7,555,518 16,937,948
6,404,701 10,326,470 17,018,990
5,537,792 8,063,621 9,990,919
6,761,583 8,675,193 16,293,460
8,725,857 10,896,440 14,447,008
10,281,507 10,473,084 14,842,574
7,578,441 9,140,663 8,836,276
11,490,923 11,642,285 8,467,512
10,856,055 10,099,492 10,948,316
8,688,697 13,733,743 11,861,106
10,845,303 14,861,052 8,992,369
Year Total ..o 99,132,998 122,253,262 152,846,823 ...................

Question. Please provide an estimate on the level to which these imports are af-
fecting U.S. dairy producer prices.

Answer. It is our understanding that imported MPCs primarily substitute for
NDM as a source of protein in beverage and food processing uses. MPC imports
would therefore to some extent displace surplus NDM into CCC inventories as pro-
vided for under the dairy price support program. Currently and in recent years, the
CCC purchase price places a floor under domestic NDM prices. Therefore, we believe
imported MPCs have limited effect on U.S. dairy producer prices at present.

Question. Please provide information regarding potential food safety and animal
health-related issues as they pertain to MPC imports, including contamination
through the packaging or shipment of such products.

Answer. The public health aspects of MPC imports and use come under the pur-
view of the Food and Drug Administration, but so far as we are aware no problems
have been identified, whether through direct use of through packaging or shipment.

Animal health aspects of imported MPCs and of dairy products generally come
under the responsibility of APHIS. As you are aware, APHIS has greatly stepped
up its operations to guard against Foot and Mouth Disease (FMD) contamination
from dairy and animal product imports generally from affected countries. We are
confident the measures implemented by APHIS are providing adequate protection
against FMD contamination and other disease threats to U.S. animal agriculture.

SANCTIONS

Question. What is the view of the Bush Administration in regard to making it
easier for U.S. farm products to gain access to markets in Cuba?

Answer. The policy with regards to exporting farm products to Cuba was spelled
out in the Trade Sanctions Reform and Export Enhancement Act of 2000. Among
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other things, the legislation partially eases 40 years of trade sanctions for agricul-
tural products by allowing U.S. companies to export agricultural products to Cuba,
including agencies of the Cuban government, subject to certain restrictions. These
restrictions generally revolve around the prohibitions on export financing by U.S.
banks and the prohibition on any form of government assistance to facilitate U.S.
exports. U.S. tourism to Cuba remains prohibited as does the prohibition on any im-
ports from Cuba. The Bureau of Export Administration at the Department of Com-
merce is working diligently to finalize the new regulations required to implement
the new policy.

Question. If agricultural trade restrictions with Cuba were relaxed, which U.S.
farm commodities would primarily benefit?

Answer. Cuba currently imports roughly $600 million worth of agricultural prod-
ucts a year. If agricultural trade restrictions were completely relaxed and Cuba
were willing to import from the United States solely on the basis of sound econom-
ics, the United States would quickly become a significant supplier of wheat,
feedgrains, rice, vegetable oil, beans, meat and dairy products. Cuba cannot produce
enough of these products to meet its domestic needs and must source them from
competitors that we believe would have a difficult time being competitive with U.S.
offerings.

Question. Is it the view of the Bush Administration that free and open trade is
an important step toward economic recovery of the farm sector and if so, should
Cuba not be part of that strategy?

Answer. The Administration absolutely views free and open trade as vital to the
economic interest of America’s agricultural producers. It is for this reason that it
is pursuing further multilateral trade liberalization through the WTO negotiating
process as well as through regional pacts such as the FTAA. However, as was re-
cently affirmed by the democratically elected Heads of State in the Final Declara-
tion from the Summit of the Americas, regional integration in the hemisphere re-
quires respect for democratic values. The rule of law and strict respect for the demo-
cratic system are, at the same time, a goal and a shared commitment and are an
essential precondition of participation in the Summit of the Americas process. Yes,
we look forward to the day when free and open trade is possible between the U.S.
and Cuba, not just for agricultural products but for all products. However, the
Cuban government must change its policies and embrace the democratic traditions
referred to in the Final Declaration.

HUMANITARIAN FOOD ASSISTANCE

Question. Although the USDA 2002 budget for the appropriated level of Public
Law 480, Title II is the same as fiscal year 2001, previous year balances will not
be available in 2002, resulting in an overall program level reduction. This is occur-
ring at time when world wide demand, especially in areas like Africa, are growing.
Why does the USDA budget for fiscal year 2002 not provide, at least, the fiscal year
2001 program level for Public Law 480, Title II?

Answer. In order to meet the goal of restraining the growth in spending, some
programs were continued at current funding levels. These include the Public Law
480 foreign food assistance programs, for which budget authority is maintained at
the same level provided by Congress in 2001.

Question. Does the Department intend to utilize Section 416(b) authorities in fis-
cal 1year 2002 as a means to provide humanitarian food assistance? If not, please
explain.

Answer. Our ability to provide donations of food commodities under the authority
of section 416(b) in fiscal year 2002 will be determined in large part by the avail-
ability of domestic commodity surpluses. The domestic supply situation will not be
known until the fall, and at that point the Administration can be expected to make
a decision on the level and extent of section 416(b) donations in 2002.

Question. Does the Department support the international school lunch program as
envisioned by former Senators McGovern and Dole? To what extent should the
United States be a participant in this effort?

Answer. The Department is in the process of carrying out the Global Food for
Education Initiative (GFEI) on pilot basis. Once the pilot program is completed and
evaluated, the Administration will be in a position to decide whether the GFEI
should be continued and on what scale.

With respect to U.S. participation, it is probably vital to any global school feeding
effort as envisioned by the Senators. As you probably know, the United States is
the world leader in providing global food assistance, and our leadership in such a
global effort would be needed as a catalyst to encourage other countries to partici-
pate.
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QUESTIONS SUBMITTED BY SENATOR ToM HARKIN
WIC

Question. Please clarify the budget’s treatment of funding for the Supplemental
Nutrition Program for Women, Infants and Children (WIC). The budget indicates
an increase of about $94 million for WIC compared to fiscal 2001. However, other
budget documents indicate an increase of $44 million in outlays, or according to the
USDA budget summary, an increase of $49 million in program level.

In any case, I am concerned that the requested amount is not adequate to keep
up with the needs of the program’s beneficiaries, especially if unemployment levels
reach those assumed in the budget itself. I have received an estimate that as a re-
sult some 100,000 to 200,000 eligible women, infants and children who would re-
ceive assistance if funding were adequate will not receive assistance.

For the past several years, Congress, working with the Administration, has pro-
vided funding to allow WIC to serve essentially all eligible women, infants and chil-
dren. It very strongly appears that the current budget proposal would back away
from this commitment. Will you provide an explanation of the budget request for
WIC funding and the adequacy of that request to serve all eligible WIC recipients?

Answer. The Administration’s fiscal year 2002 request was constructed to main-
tain projected average fiscal year 2001 participation of 7.25 million. There are cur-
rently no waiting lists for the WIC program and, at present, we believe that the
President’s Budget request for fiscal year 2002 is sufficient to continue to meet de-
mand for the WIC program. However, the Department is aware that substantial
changes in economic conditions may effect demand for the program. We plan to
monitor the situation closely, and work with Congress to ensure that the program
is funded at an appropriate level.

Question. Does the budget figure for WIC take into account the impact of the as-
sumptions in the budget regarding unemployment levels?

Answer. Although data from 1997-2001 suggest a positive relationship between
unemployment and participation, these data are not adequate to permit construction
of a model of that relationship that would enable us to “tie” changes in WIC partici-
pation to changes in the unemployment rate with any reasonable degree of accuracy.
Such a model would be needed in order to factor changes in the unemployment rate
into budget requests for WIC. The President’s budget was constructed to maintain
projected average fiscal year 2001 participation of 7.25 million.

Question. Will you commit to working with this Committee to make sure we keep
our longstanding commitment to WIC?

Answer. The Department plans to closely monitor WIC Program participation and
economic conditions during the course of the year and work with Congress to ensure
that the program is funded at an appropriate level.

FOREIGN MARKET DEVELOPMENT (COOPERATOR) PROGRAM

Question. I am quite concerned about the level of funding in the budget for the
Foreign Market Development (Cooperator) Program. In the past there have been
carryover funds that helped to maintain the resources to support this important pro-
gram. However, it does not appear that those carryover funds are available for fiscal
2002.

Please describe the resources that will be available to the FMD (Cooperator) Pro-
gram in fiscal 2002 under the proposed budget and explain whether with this level
of resources it will be possible to maintain fully the current programming levels for
the program.

Answer. The CCC budget for fiscal year 2002 includes $27.5 million for the FMD
program, the same level as fiscal year 2001. We believe that with these funds, cou-
pled with available carryover balances, current marketing plan levels can be main-
tained through fiscal year 2002.

MICROBIOLOGICAL PERFORMANCE STANDARDS

Question. I want to commend the Administration for moving forward with the ap-
peal of the Supreme Beef case. I am sure you were offered many different opinions
on whether USDA should appeal.

As I have said to you before, we need to have the most effective and scientifically
sound microbiological performance standards possible. We need to continue to im-
prove the standards that we have. But those standards absolutely must be enforce-
able. I have no doubt we can come up with better standards that all sides can sup-
port. However, some are fundamentally opposed to having any enforceable perform-
ance standards.
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Is the decision to appeal the Supreme Beef decision a reflection of the Depart-
ment’s commitment to enforcing its microbiological performance standards?

Answer. The notice of appeal by USDA of Supreme Beef Processors, Inc. v. United
States Department of Agriculture was filed on September 8, 2000. Under this Ad-
ministration, required filings continue to be made by USDA and the appeal is mov-
ing forward.

Question. Do you support the current Salmonella performance standard?

Answer. The Salmonella performance standards were based on the best available
estimates of national product prevalence (i.e. the percentage of product with Sal-
monella). The prevalence of Salmonella on raw meat and poultry products continues
to decline by as much as half on raw chicken, for example. CDC reports sustained
reductions in foodborne illness as well.

As you know, language accompanying the 2001 Agriculture Appropriations Act di-
rected the Food Safety and Inspection Service to ask the National Advisory Com-
mittee on Microbiological Criteria for Foods (NACMCF) and the National Research
Council of the National Academy of Sciences (NAS) for an evaluation of the role of
scientifically determined criteria, including microbiological criteria, in the produc-
tion and regulation of meat and poultry products. The information from these re-
ports combined with the best available science will guide the Department’s decisions
on the Salmonella performance standards.

Question. Do you have plans for revising it?

Answer. USDA will continually review the performance standards to ensure that
all food safety policies are based on sound scientific principles. Further, language
accompanying the 2001 Agriculture Appropriations Act directed FSIS to ask the Na-
tional Advisory Committee on Microbiological Criteria for Foods (NACMCF) and the
National Research Council of the National Academy of Sciences (NAS) for an eval-
uation of the role of scientifically determined criteria, including microbiological cri-
teria, in the production and regulation of meat and poultry products. FSIS is dis-
cussing the initiation of a study with NAS. Also, FSIS has also asked the Micro
Committee to review and evaluate the Salmonella performance standards. Specifi-
cally, the NACMCF will advise FSIS on the use of indicator organisms as opposed
to a specific pathogen, like Salmonella; whether it is scientifically appropriate and
wise from a public health standpoint to incorporate regional and seasonal variations
into performance standards; how quantitative baseline prevalence data should best
be used to develop or modify performance standards; and what other key consider-
ations are involved in using risk assessments to develop performance standards.

NATIONAL ANIMAL DISEASE CENTER: ARS AND APHIS FACILITIES AT AMES, IOWA

Question. The Appropriations Committee in the fiscal 2001 Appropriations meas-
ure required a report on the need and options for moving ahead with this project
that was due on March 1. I understand that the draft report just went to OMB on
April 20.

Clearly, the entire nation has become keenly aware of the costs and problems that
can occur because of animal diseases. We can have great damage to animal agri-
culture and in some circumstances we face real risks to human health as well.

A highly respected international peer review group that USDA created to look at
the draft report indicated that the need to move forward was urgent and should be
considered an emergency, that the inadequacy of some of the facilities is astounding,
that there is severe vulnerability, that current studies are restricted, and that the
status quo is not an option. The group also indicated that the improvements would
facilitate United States animal exports—which could presently be at some risk be-
cause of the poor quality of the existing facilities.

The group fully endorsed the draft plan’s finding that the merging of the National
Animal Disease Center and APHIS Center for Veterinary Biologics and the Na-
tional Veterinary Services Laboratories was the preferred option.

Will you give your personal attention to completing and releasing the required re-
port as soon as possible and, more importantly, will the Administration support the
work that is necessary at Ames, Iowa

Answer. The report, which was due March 1, 2001, was finally transmitted to the
Congress on May 25, 2001. Delays were incurred in completing the report since the
report dealt with major animal research and diagnostic facility needs of the Agricul-
tural Research Service (ARS) and the Animal and Plant Health Inspection Service
(APHIS). The report was devised through a series of meetings and reviews between
the two agencies as well as consultants in Washington, D.C. and in Ames, IA. The
report provides for several alternative plans ranging in cost from $430 million to
$548 million.
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LISTERIA

Question. Earlier this year, USDA published a proposal to require ready-to-eat
meat and poultry processing plants to test for Listeria species in their plants. The
rule would require plants producing hot dogs and deli meats to perform Listeria
testing; however, the testing would be so infrequent that its value would be mini-
mal. Plants would test for Listeria only one to four times a month, despite the fact
that a lot of product can be produced during that time. This testing frequency is
significantly less than that which many processors voluntarily follow today. Is one
to four tests per month adequate to assure control of Listeria?

Answer. As part of the rulemaking process, FSIS has specifically requested public
comment on the proposed testing frequencies. FSIS has held a scientific conference
and a public meeting to discuss the proposed provisions, especially those that would
require certain establishments to conduct environmental testing for Listeria.

FSIS also presented the proposed testing requirements and related scientific
issues to the National Advisory Committee for Microbiological Criteria for Foods
(NACMCEF) for review. FSIS has extended the comment period for the proposed rule
for 60 days to incorporate issues raised at a technical conference and public meeting
on the proposed rule held May 8-10, 2001, here in Washington.

Question. Is more testing necessary to rapidly identify when plants are not con-
trolling Listeria?

Answer. As part of the rulemaking, we encourage the industry and the public to
provide any available information on alternative testing protocols that FSIS should
consider in developing a policy for controlling Listeria contamination in ready-to-eat
meat and poultry products.

QUESTIONS SUBMITTED BY SENATOR BYRON L. DORGAN

Question. 1 see that the Rural Utilities Service budget has been cut by $164 mil-
lion for fiscal year 2002. This is cause for concern to those of us who represent rural
America.

Let me give you just one example: Many rural areas have slow Internet service
and need help achieving high-speed, broadband Internet access. It’s highly unlikely
that the private sector is willing to invest funds to bridge this digital divide. The
Rural Telephone Bank program is the logical tool for meeting this need, but the Ad-
ministration has eliminated this program. Don’t you agree that high-speed
broadband Internet access is crucial to any region’s economic viability?

Answer. I certainly agree that rural America needs to have access to the Internet
in order to share in the benefits of our information-oriented economy. Some rural
areas already have such access, however, in general rural areas do not have the
same access as many urban areas.

Question. If you do agree, isn’t it necessary for USDA to continue to provide fund-
ing for the Rural Telephone Bank?

Answer. The Rural Telephone Bank (RTB) is an important source of funding for
telecommunications. However, it is not necessary for USDA to continue to provide
the financing for the RTB to make loans. Current law requires that the RTB be
privatized and that process has already begun. The Administration’s budget pro-
posal to not provide the financing for RTB loans is intended to accelerate the privat-
ization process. The RTB has the ability to obtain financing from the private sector.

QUESTIONS SUBMITTED BY SENATOR RICHARD J. DURBIN
EMERGENCY RESERVE FUND

Question. The Emergency Reserve Fund only provides $5.6 billion for fiscal year
2002. And the Contingency Reserve Fund pits farm aid against Medicare, Social Se-
curity and defense spending needs. How is relying on the reserve funds a respon-
sible method for ensuring our farmers get the support that they need?

Answer. In the long run, the better way to ensure that producers get the appro-
priate support is to develop improved ongoing programs which eliminate the neces-
sity to rely heavily on year-to-year ad hoc emergency assistance. The improvements
in crop insurance programs made by the Agricultural Risk Protection Act of 2000
was a step in that direction. In any case there is a likelihood that some, as yet hard
to estimate, level of additional emergency assistance may be needed this year and/
or next year. The budget, at least, attempts to recognize and allow for this contin-
gency by identifying the Contingency Reserve. This is preferable to completely ignor-
ing the possibility of emergency spending needs as has been done in some prior
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years. As for the $5.6 billion Emergency Reserve Fund for coping with major natural
disasters, it is based on historical data and should be adequate for most cir-
cumstances for the disaster relief and related programs it addresses.

VALUE-ADDED COOPERATIVE FUNDING

Question. The Rural Business-Cooperative Service implemented a new grant for
value-added cooperatives this year. These Value-Added Agricultural Product Market
Development Grants have been popular. In Illinois, we have producers who want
to form ethanol co-ops and producers who want to form the first farmer-owned pork
processing plant in the country. However, there is no funding provided for these
grants in the fiscal year 2002 budget. Will the Administration support additional
funding for these grants?

Answer. The Value-Added Agricultural Product Market Development Grant pro-
gram was authorized by the Agricultural Risk Protection Act of 2000. That Act also
provided funding for the program, which is why there is no discretionary funding
request for funds in the President’s 2002 budget.

RURAL ECONOMIC AREA PARTNERSHIP

Question. The Southeastern Illinois Regional Planning and Development, the
Greater Wabash Regional Planning, and the Southern Five Regional Planning and
Development Commissions are seeking a Rural Economic Area Partnership (REAP)
Zone designation for a 17-county area in Southern Illinois. I strongly support their
request. When will USDA review this application/request and render a decision?
Has the Department designated a staff person to work with these Illinois groups
to compile the necessary information and offer technical assistance?

Answer. USDA’s Rural Development Illinois State Office has been working with
the three aforementioned planning commissions in preparing an application for a
REAP zone designation for Southern Illinois. However, to date, no formal applica-
tion has been submitted. Once an application is received, Dr. Norman Reid will
serve as USDA’s staff contact.

FOOD AID/DONATIONS

Question. Last year, I supported a provision to use $25 million worth of surplus
commodities in the section 416(b) program for food aid, or to be monetized for devel-
opment projects, for communities heavily impacted by AIDS. Could you tell me what
progress USDA has made in disbursing these funds? What kind of projects have
PVOs and the World Food Program suggested and where?

Answer. Nine separate proposals with an HIV/AIDS component have been ap-
proved for commodity donations under section 416(b) authority this fiscal year. The
total estimated cost of these proposals is just over $21 million.

Eight of the approved programs are in sub-Saharan Africa, and the ninth is in
eastern Europe. Two will be implemented by the World Food Program, and seven
by private voluntary organizations. HIV/AIDS education, prevention, and related
feeding or assistance programs are included among those approved. Program agree-
ments with the cooperating sponsors are currently being developed, and the pro-
grams can move forward once the agreements are signed.

Question. I understand that the USDA plans to review recent donation activities
under the section 416(b) program. As we see how this AIDS program progresses, I'd
like to work with you on finding a more sustainable source of funding.

Answer. The Department is always willing to assist in whatever way we can.

Question. There is a bipartisan, bicameral interest in authorizing an international
feeding initiative proposed by Ambassador George McGovern and Senator Bob Dole.
I will be joining my colleagues Senators Harkin and Leahy in introducing legislation
soon to authorize this initiative. Will the Administration support this proposed
McGovern-Dole feeding initiative, and support funding for the program?

Answer: The Department is in the process of carrying out the Global Food for
Education Initiative (GFEI) on a pilot basis. Once the pilot program is completed
and evaluated, the Administration will be in a position to decide whether GFEI
should be continued and on what scale. With respect to specific legislation author-
izing the initiative on a permanent basis, the Administration has not yet developed
a position.

Question. The Administration currently is implementing the Global Food for Edu-
cation Initiative, a pilot of an international feeding program. The program is funded
by $300 million for fiscal year 2001. I am concerned that the lag time between funds
from the pilot program and finding funds for the legislation will be disruptive. Is
the Administration willing to support short-term funding so as to minimize disrup-
tion to implementing a permanent international feeding program?
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Answer. The current pilot program is likely to continue into fiscal year 2002, sim-
ply because of the length of time needed to develop the individual project agree-
ments with cooperating sponsors, procurement of the commodities and transpor-
tation services, shipment of the commodities, and then distribution overseas. Thus,
the question of whether additional short-term funding might be needed is unlikely
to arise until well into next year. Until the current pilot program is implemented
and preliminary results known, it is difficult to take a position on prospective future
funding for the initiative.

Question. Garnering international support for the McGovern-Dole proposal is im-
portant to the success of the program. Will the Administration bring this up at the
next G8 meeting to build support among other member countries?

Answer. Items to be placed on the agenda for the next G8 summit currently are
under consideration. The Global for Education Initiative is being considered as a
possible item for discussion.

Question. The fiscal year 2002 budget includes $478 million for the Export En-
hancement Program. But the USDA only spent $1 million in fiscal year 2000. I plan
on introducing legislation that would authorize the USDA to reallocate unspent EEP
monies for food aid and foreign market development programs. How does the Ad-
ministration feel about reallocated unspent EEP funds?

Answer. The Administration has not taken a formal position on the proposal to
authorize the reallocation of unused EEP funding. However, we would be willing to
consider the proposal seriously as the Administration is committed to expanding ac-
cess to overseas markets and the level of U.S. agricultural exports.

Question. As farmers are faced with more environmental challenges (water and
air quality), how can we expect them to meet those challenges on such limited as-
sistance?

Answer. We are very much aware of the environmental challenges facing farmers
in today’s economically stressed farm climate. We anticipate that these environ-
mental challenges will be addressed in upcoming farm bill discussions.

Question. How can we expect farmers to try innovative conservation practices if
there is not even enough funding for basic agriculture conservation programs?

Answer. We anticipate that environmental challenges facing farmers today will be
thoroughly debated in upcoming farm bill discussions. In the meantime, USDA
agencies such as the Natural Resources Conservation Service will continue to assist
farmers in addressing environmental concerns with science based low-cost conserva-
tion practices. NRCS will also continue to rely on and support the innovation of
farmers and ranchers in developing practical solutions to conservation problems.

Question. The Illinois NRCS has brought to my attention that they are facing a
funding shortfall in fiscal year 2001 to pay technical staff because of reduced reve-
nues of not having a Conservation Reserve Program sign-up this year. I recognize
that the budget includes an increase in funding for CRP technical assistance, but
that will not come until fiscal year 2002 and the Illinois NRCS needs the funds im-
mediately. Will you support additional funds to pay for CRP technical assistance in
fiscal year 20017

Answer. In any given year, NRCS receives funding from several sources, including
reimbursements from the Commodity Credit Corporation and supplemental appro-
priations to address disaster activities. The amount of shortfalls, if any, in funding
for fiscal year 2001 will not be known until later this year when we know the full
extent of reimbursements for CRP continuous signup activities and workload de-
mands needed to address flooding and disaster activities in the Midwest and other
places. In the meantime, adequate technical assistance funding will be available in
fiscal year 2001 for the Conservation Reserve Enhancement Program (CREP) as
well as the continuous CRP signup.

Question. But it appears, with respect to puppy mills, this is not an issue solely
of funding. Authorizing legislation is needed to combat the problem. With Senator
Santorum of Pennsylvania, I will be introducing bipartisan legislation to revoke li-
censes for chronic Animal Welfare Act violators, require proper socialization and
veterinary care for animals in mass breeding conditions and limit breeding fre-
quency. I hope that you will support this modest change in the law. Do you have
any comment?

Answer. The Animal and Plant Health Inspection Service (APHIS) shares your
concern for the welfare of animals in commercial breeding facilities and appreciates
this opportunity to explain our efforts on their behalf. Under the Animal Welfare
Act (AWA), APHIS requires individuals who breed certain animals—including dogs-
for sale at the wholesale level to be licensed. These individuals must provide their
animals with veterinary care, a balanced diet, clean and structurally sound housing,
and protection from extremes of weather and temperature, among other things.
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With regard to your proposal calling for proper socialization, current language in
the AWA has requirements that licensed entities provide their animals with exer-
cise. Certainly, APHIS believes that socialization, including exercise, is an impor-
tant component to ensuring the health and care of licensed animals and would sup-
port additional socialization requirements that would benefit licensed animals.

With respect to the imposition of breeding requirements, APHIS believes that lim-
iting breeding frequency may improve the overall welfare of breeding females. How-
ever, enforcement of such a requirement would be difficult due to the wide range
of licensed breeds with varying ranges for appropriate breeding frequency. There is
also widespread disagreement within the animal welfare community and commer-
cial breeding industry regarding what constitutes appropriate breeding frequency.

I want to assure you that, in cases of serious or repeat violations of the AWA that
remain uncorrected, alleged violators are prosecuted to the fullest extent of the law,
including the imposition of penalties such as fines, license suspensions, and license
revocations. Data for fiscal years 1996-1999 demonstrate our commitment to AWA
enforcement. During that time, APHIS imposed more than $3 million in monetary
penalties and issued 122 revocations, suspensions, and disqualifications. The De-
partment also moved forward in its efforts to expedite the prosecution of AWA of-
fenders, virtually eliminating the backlog of cases awaiting resolution. You may be
interested to learn that APHIS has proposed a regulation that would allow the De-
partment to deny a license renewal if a facility is in chronic noncompliance. (Cur-
rently, we must renew any license if the appropriate fees are paid regardless of com-
pliance history.) After completion of a thorough review of the numerous comments
received, APHIS will determine how to proceed with rulemaking.

QUESTIONS SUBMITTED BY SENATOR TIM JOHNSON
CRP-WETLANDS PILOT PROJECT

Question. Madam Secretary, we have visited about a new pilot program I pushed
last year to enroll farmed wetlands in the continuous CRP—which was enacted with
some help from Senators Harkin, Kohl, Cochran, and Daschle. This two year pilot
program was created by farmers and conservationists in South Dakota, and it would
permit up to 500,000 acres of farmed wetlands to be enrolled under CRP in six
states (ND, SD, MN, NE, IA, MT) of the Prairie Pothole Region. Currently, grass
filter strips surrounding these farmed wetlands qualify for CRP, but not the actual
wetland acreage. This has proven to be an inadequate incentive for the purpose of
getting this sensitive land out of production.

Last year, this proposal was endorsed by the American Farm Bureau, National
Farmers Union, the National Corn Growers Assoc., the American Soybean Assoc.,
the National Assoc. of Wheat Growers, Ducks Unlimited, Pheasants Forever, the
National Wildlife Federation, the National Audubon Society, and the International
Assoc. of Fish and Wildlife Agencies—just to name a few. The pilot project will pro-
vide landowners an alternative to farming these highly sensitive wetlands in order
to achieve a number of benefits, including; improved water quality, reduced soil ero-
sion, enhanced wildlife habitat and, less wetland drainage.

Unfortunately, the rule to begin the process for farmers to sign-up for the pro-
gram has yet to be published in the Federal Register. While the severe and wet
weather in South Dakota and other reaches of the country have delayed planting
decisions and inadvertently could permit some to enroll in this program, further pro-
crastination on the finalization of this rule will only hurt the chances for this pro-
gram to succeed. I urge you to work with the appropriate agencies within USDA
to ensure the rule for this CRP-wetlands pilot project is published in the Federal
Register and that sign-up commence as soon as possible.

Answer. Thank you for your interest in the Conservation Reserve Program (CRP).
The Farmable Wetlands Pilot Program rule for CRP is expected to be published in
the Federal Register on May 2, 2001. We expect the sign-up activities to begin in
May as well.

(Note: The notice was published in the Federal Register on May 2, 2001.)

COUNTRY-OF-ORIGIN LABELING (COL)

Question. Last month, I wrote you a letter regarding an effort by a coalition of
meatpackers and retailers who've petitioned USDA to create a voluntary U.S. beef
certification program titled “Beef: Made in the USA.” To the extent that this vol-
untary certification program enabled producers, packers, and retailers to work to-
gether, I supported their effort. Yet, I have indicated to the coalition and USDA that
I preferred to move forward with my bipartisan legislation (S. 280, the Consumer
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Right to Know Act of 2001), which requires country-of-origin meat labels on beef,
lamb, and pork meat products, as well as fruits and vegetables.

To qualify as “Beef: Made in the USA” under the voluntary system advocated by
the coalition, U.S. beef products could originate from cattle raised and fed a mere
100 days in the U.S. For instance, under the proposal, a ribeye steak could be iden-
tified as “Beef: Made in the USA” even though it originated from a steer or heifer
that was born in a foreign country, raised (perhaps up to one year) in a foreign
country, and shipped to the U.S. at least 100 days prior to slaughter. Essentially,
this means a beef product of foreign origin may be labeled as coming from the
United States.

Given the recent and very real concerns about the spread of diseases such as Foot
and Mouth disease (FMD) and BSE or “mad cow” in foreign countries, the requested
definition of “U.S. beef” under this voluntary certification proposal is simply insuffi-
cient. Any certification or labeling program that even unintentionally permits beef
from cattle where FMD or BSE have been discovered to be identified as “Made in
the USA,” is misguided and risky. While current safeguards make this unlikely, the
requested definition may blur the line and create unnecessary confusion and con-
cern about the origin and safety of meat products originating in the U.S.

I believe the standard for beef to qualify as “Made in the USA” should be simple
and truthful. As such, the standard should be that for any meat product to be iden-
tified as “U.S.” or “Made in the USA,” it should originate from an animal that is
born, raised, and slaughtered in the U.S. Consumers expect no less and livestock
producers deserve no less.

I ask USDA to immediately revise the petition to include my recommended strong
standard for defining beef as “Made in the USA,” or to reject the coalition’s vol-
untary beef certification petition at this time, and work with the bipartisan Mem-
bers of Congress who are favoring mandatory country-of-origin meat (and fruit and
vegetable) labeling legislation that offers strong, meaningful standards for identi-
fying food products as “Made in the USA.”

Answer. A Congressional directive contained in the Conference Report accom-
panying the fiscal year 2000 Agriculture Appropriations Act requires the Depart-
ment, in consultation with the affected industries, to promulgate regulations defin-
ing which cattle and fresh beef products are “Products of the U.S.A.” In addition,
the Department was also directed to determine what labeling terminology would
best reflect that the beef products were derived from cattle born, raised, and slaugh-
tered in the U.S. At this time an Advanced Notice of a Proposed Rulemaking is
under consideration that would solicit industry input on how to define U.S. beef
products, whether the scope of such labeling should be applied to poultry, what type
of verification programs should be employed, and the potential impact on inter-
national trade. In light of these developments, the Department informed the indus-
try coalition that sent the petition that the petition will not be addressed until the
issues raised by Congress are addressed.

USDA—APHIS PRECEDENT FOR DEFINING THE ORIGIN OF BEEF CATTLE

Question. Madam Secretary, on Wednesday, June 28 of last year, USDA’s Animal
and Plant Health Inspection Service (APHIS) issued an interim rule and request for
public comment regarding regulations governing the importation of animals, meat,
and meat products from Argentina, as an emergency measure to protect livestock
herds in the United States from foot and mouth disease (FMD).

One of the conditions for the importation of fresh beef from Argentina—in the con-
text of rule—was that the beef indeed originate from Argentina. APHIS indicated
(on page 39783 of the Federal Register, Volume 65, No. 125, on Weds. June 28,
2000) that “in order to avoid any misunderstanding of their intent regarding the
term originate,” they are specifying that “fresh beef, to be imported from Argentina,
must originate from bovines that were born, raised, and slaughtered in Argentina.”
APHIS goes on to say they consider this change “necessary to make it clear that
beef exported from Argentina that comes from any animals born, raised, or slaugh-
tered in a country other than Argentina may not be imported into the U.S.”

Now that imports of beef from Argentina have been suspended—for the second
time in less than a year—this regulation is temporarily moot. However, APHIS’s
definition of “originate” does set a precedent, in my mind and I'm sure in others,
that the only clear and truthful way to describe a meat product as “originating”
from someplace is to define or describe it as meat from an animal born, raised, and
slaughtered in a given country before it can be said it “originates” from a given
country.

Wouldn’t you agree that given this USDA precedent—albeit an APHIS precedent
dealing with whether beef can be imported from Argentina in response to concerns
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about FMD—demands that USDA consistently follow it in working on the voluntary
beef certification program, the carcass grading rule, and negotiating with USTR and
WTO partners in the context of defining “country-of-origin?”

Answer. The definition established by the Animal and Plant Health Inspection
Service (APHIS) for use in the context of protecting U.S. agriculture from foreign
animal diseases, does not necessarily set a precedent for use in defining a voluntary
certification program’s specification, defining what animals and carcasses are eligi-
ble for USDA grading, or when negotiating with USTR and WTO partners in the
context of defining “country-of-origin” for marketing purposes. It also does not affect
FSIS country of origin labeling requirements.

USDA CARCASSES QUALITY GRADING RULE STATUS

Question. Madam Secretary, in 1999, the National Cattlemen’s Beef Association
and the American Sheep Industry Association—in concert with other organizations
such as R-CALF and National Farmers Union—petitioned USDA to end the grading
of imported beef and lamb carcasses. Over 100 groups and individuals commented
to USDA, and a majority requested that USDA discontinue grading of imported beef
and lamb carcasses. Moreover, according to the Agricultural Marketing Service, this
proposed rule only applies to around 150,000 beef and lamb carcasses imported an-
nually. Therefore, this rule change, albeit modest, is certainly doable from an ad-
ministrative standpoint.

American livestock producers invest millions of dollars annually to educate con-
sumers about the quality, safety, and nutritional value of the meat produced on our
ranches. Conversely, foreign nations do nothing to actively promote the value of
USDA graded meat, yet they fight to ensure that meat products exported to the
United States enjoy USDA quality grades when placed on retail shelves. For no de-
fensible reason, this puts U.S. beef and lamb at a distinct competitive disadvantage
in the retail market. Furthermore, this creates potential for unnecessary confusion
among consumers whom may reasonably assume that a USDA grade shield indi-
cates that a meat item is domestically produced.

Former USDA Secretary Glickman indicated that he’d support a rule change to
discontinue grading on imported beef and lamb carcasses, yet, this rule was held-
up in the transition. I am curious as to the status of this rule and encourage you
and USDA to finalize a rule change to discontinue using USDA quality grades on
imported beef and lamb.

Answer. A proposed rule that would discontinue the application of USDA grades
to imported beef, lamb, veal, and calf carcasses was prepared and submitted to the
Federal Register on January 19, 2001 for publication. As you stated, in accordance
with White House Chief of Staff Andrew Card’s regulatory review memorandum
dated January 20, 2001, this proposal was withdrawn from the Federal Register be-
fore it was published so that there was an opportunity for review to ensure that
it reflected the policies of this Administration. Accordingly, this review is still ongo-
ing and the Department is considering what course of action to take.

STATE AG CREDIT MEDIATION PROGRAM FUNDING

Question. Madam Secretary, last year I introduced legislation to re-authorize, ex-
pand, and clarify the state agricultural mediation program, a bill eventually adopted
by Congress and signed into law as an amendment to the Grain Standards Act Re-
authorization. Our reauthorization extends mediation through 2005.

This step was significant, Madam Secretary, because family farmers and ranchers
in South Dakota and all across this country continue to suffer from a depressed
rural economy and rock-bottom commodity prices. Agriculture is the backbone of our
economy, and we must not fail to provide support to our family farmers and ranch-
ers who are coping with these difficult times.

Each year Congress provides funding for state mediation, and these funds are
matched with state funds to carry out the mediation program. Currently, twenty-
five states participate in this mediation program, (including Alabama, Arkansas, Ar-
izona, Florida, Idaho, Illinois, Indiana, Iowa, Kansas, Michigan, Minnesota, Ne-
braska, Nevada, New Mexico, New York, New Jersey, North Dakota, Oklahoma, Or-
egon, South Dakota, Texas, Utah, Washington, Wisconsin, and Wyoming).

Four States—Mississippi, California, Colorado, and New York—are poised to
begin new mediation programs this coming year. I believe this justifies the need for
an increase in the Federal commitment to mediation, coupled with the fact that
Congress clarified and expanded the scope of mediation last year to make clear that
mediation can aim to resolve disputes such as wetland determinations, grazing
issues, and USDA farm program matters, in addition to the traditional credit role
of mediation.
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The mediation program allows agricultural producers to settle their credit and
farm program disputes in a fair way without digging themselves into legal debt.
USDA’s fiscal year 2002 budget suggests funding at $3 million, despite the fact that
additional states are coming on line this year, and Congress expanded the scope of
mediation last year, I am urging you to support and increase for mediation.

Answer. The program has had some success in resolving disputes, particularly
over issues relating to USDA’s farm credit programs. USDA also other methods in
place for resolving such disputes, such as the National Appeals Division. Our farm
loan programs also provide extensive servicing options for borrowers who are having
difficulties. Our field staff is there to help.

EFFORTS TO PREVENT BSE AND FMD

Question. Foreign outbreaks of the infectious virus FMD, tied to fear and confu-
sion about the effects of BSE in Europe, have resulted in frightening, headline-grab-
bing news reports that concern many American consumers and livestock producers.
While BSE has never been recorded in the U.S., and FMD was eradicated here in
1929, Congress and USDA can play a role to ensure the health of our domestic live-
stock herds and the safety of our meat and food supplies.

As you know, USDA currently enforces a ban on the import of ruminant animals
and animal products (primarily beef-based) into this country. I applaud the Depart-
ment’s recent step to ban the import of all animal and animal products from the
European Union (EU), in response to the spread of FMD.

Additionally, the Senate recently adopted legislation sponsored by over 30 Sen-
ators that requires reports from executive-level agencies—led by USDA—on the effi-
cacy of current disease prevention safeguards, whether additional authorities are
needed to prevent BSE and/or FMD, how well agencies at the executive level are
cooperating, and whether additional funding is necessary to prevent either disease.

I am pleased that USDA’s budget request for fiscal year 2002 increases funding
for disease prevention. In fact, you seek to increase the Animal and Plant Health
Inspection Service (APHIS) budget by $174 million from fiscal year 2001, up to an
$849 million total for fiscal year 2002.

This should authorize additional resources to increase inspection personnel that
protect against animal and plant diseases like FMD at major U.S. ports of entry.
Specifically, USDA can hire approximately 350 additional personnel at critical ports
and international airports to protect against pests and diseases. I am equally
pleased with your requested $13 million in additional program support to strength-
en the Agriculture Quarantine Inspection Program (AQI), which helps protect the
U.S. against animal diseases like FMD and BSE. Finally, in regards to increases
in Agricultural Research Service (ARS) efforts to prevent diseases, I support your
request for an increase of $5 million for BSE-related research.

However, some indicate additional authorities may be needed to deal with a po-
tential BSE outbreak in the U.S. Would you address whether USDA believes it is
necessary for additional funding or authorities to prevent BSE and FMD?

Answer. We periodically assess funding and authority needs to facilitate quick
and effective action. In the President’s supplemental appropriations request, we in-
cluded $35 million for the Animal and Plant Health Inspection Service. This would
chiefly be for dealing with foreign animal diseases.

MANDATORY PRICE REPORTING

Question. In 1999, Congress adopted mandatory price reporting—legislation spon-
sored by myself and many others in the Senate to require the major meatpackers
to report the prices they pay for negotiated transactions of slaughter-ready livestock.

On April 2nd, USDA’s Agricultural Marketing Service launched price reporting.
I am curious as to how things have been progressing. Do you have any updates on
price reporting? Does USDA need additional funds to ensure the proper functioning
of price reporting?

Answer. Beginning in April 2001, packers have been submitting data to the Agri-
cultural Marketing Service (AMS) via a secure Internet connection, allowing AMS
to release some reports that do not compromise the identity of source packers. How-
ever, AMS has not been able to be release a number of reports due to confidentiality
provisions. The confidentiality provisions are being reviewed to determine if statis-
tical procedures can be implemented that will allow for release of additional reports
without disclosing the identity of source packers. The following reports have not
been released due to technical problems: swine reports, cow cut reports, and lamb
carcass reports. The technical problems are being investigated and will be corrected
as soon as possible. Funds requested in the President’s 2002 budget will ensure the
proper functioning of mandatory price reporting activities.
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QUESTIONS SUBMITTED BY SENATOR ROBERT C. BYRD
RURAL WATER AND WASTEWATER

Question. Madam Secretary, in our modern world, in a nation that enjoys a com-
parably high standard of living, it is difficult to conceive of areas where clean, safe,
drinking water and sanitary wastewater disposal are unavailable. Yet, a recent En-
vironmental Protection Agency report on the state of unmet drinking water needs
across America found that for rural areas and communities of 10,000 or less, the
total unmet need is nearly $48 billion! In West Virginia alone, funding for water
and wastewater programs is deficient by over $41 million for 2001, based on the ap-
plications on hand. The backlog of applications awaiting funding across the nation
totals nearly $800 million in grants and $2.2 billion in loans! Certainly this is a crit-
ical public health issue that should be addressed with all due speed.

In an effort to address rural water and wastewater needs, and to allow the De-
partment of Agriculture to address its backlog of applications, I offered an amend-
ment to the Congressional Budget Resolution for fiscal year 2002, which would in-
crease domestic discretionary spending for rural water and waste water programs
by $1 billion. My amendment was adopted.

I am concerned that the President’s budget for the Department of Agriculture ig-
nores the backlog of applications and fails to respond to the need for water and
wastewater projects. Instead, the President’s budget proposes reductions for rural
water and wastewater programs. Particularly disheartening is the budget’s intent
to reduce rural water and sewer grant programs, which help the neediest commu-
nities, below fiscal year 2000 funding levels. How do you justify a reduction in fund-
ing levels for rural water and waste water programs when such a basic need as
clean, safe drinking water for all Americans has not yet been met?

Answer. The level of loan and grant assistance that would be offered by our ongo-
ing water and waste disposal program in 2002 is not being reduced. It is the same
as appropriated under the discretionary cap for 2001. The 2001 Appropriations Act
did, however, include some emergency funding that did not count against the cap.
This emergency funding remains available until expended. No additional funding is
being requested on an emergency basis.

It is true that the 2002 budget reflects a reduction in budget authority for the
water and waste disposal program. Recent declines in interest rates have reduced
the subsidy rate on direct loans, which means that the cost to the Government for
making the same amount of loans is less. This is a technical matter on how the pro-
gram is budgeted, not one relating to the level of assistance the program is expected
to provide.

Question. Would you support providing a fiscal year 2002 funding level for rural
water and wastewater programs that would address the backlog of unfunded appli-
cations for rural water and wastewater projects?

Answer. A backlog of about $3 billion in requests for water and waste disposal
loans and grants has existed for the past several years. Some, but not all, of these
requests are ready for funding. Due, in part, to the amount of time it takes to de-
velop a typical water or waste disposal project, a backlog is not unexpected. Trying
to eliminate it would put a stress on the approval process. The President’s 2002
budget provides adequate funding to maintain the continuity of the program.

Question. Other than sufficient funding levels, are there other barriers prohibiting
access to clean and safe drinking water for all Americans? If so, what are these bar-
riers, and how would you eliminate them?

Answer. There are no real barriers. However, a typical water or waste disposal
project represents a major undertaking for most rural communities. There may be
engineering difficulties or environmental concerns. In almost all cases, a great deal
of planning and coordination with local, State and other Federal agencies is nec-
essary, which takes time.

EMERGENCIES

Question. Year after year the Appropriations Committee has scrambled to provide
emergency assistance to farmers when natural disasters—such as floods, droughts,
or hurricanes—strike. Already this year, the Mississippi River has spilled from its
banks. The USDA has received more than 123 requests for emergency declarations
since the beginning of April and many counties have already received disaster dec-
larations in the first four months of 2001. Farmers may also face factors such as
low prices for their products, regardless of improved marketing practices or trade
with foreign nations. In sum, unpredictable events will undoubtably negatively im-
pact our nation’s farmers during fiscal year 2002. In the President’s budget for agri-
culture, under the guise of fiscal responsibility, there are no specific allowances for
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emergency spending. Although the President’s budget includes allowances for emer-
gency spending, it does not make clear how that funding would be made available.
While no one can control the powers of nature, Congress can certainly prepare to
deal with the consequences of natural disasters and other unforseen events, and the
impact that these events will have on farmers. To do less than this is to leave our
responsibilities unfulfilled.

Rather than reacting to emergencies as they arise, we may instead want to take
proactive actions to ensure that there are no holes in the safety net for rural com-
munities and farmers. For example, following the 1999 drought that devastated
West Virginia’s agricultural economy, I worked with then Agriculture Secretary
Glickman, the Senator from Mississippi, Thad Cochran, and others to create a con-
tingency fund of $450 million to expedite Federal assistance should another disaster
materialize. If drought struck, this contingency fund would be in place so that as-
sistance could be immediately infused to address sudden agricultural emergencies.
My initiative was really an ounce of prevention. It set aside funding to be made
available only if a drought occurred, but as soon as a disaster is declared. Plans
sucli as this are helpful in addressing drought more rapidly and, ultimately, reduc-
ing losses.

The drought contingency fund that I created ensured that should disaster occur
funding would be made available for farmers expeditiously. Under the President’s
contingency fund, how quickly could funding be made available?

Answer. The President’s budget proposal includes two provisions for potential
emergency or unanticipated needs. The first is a National Emergency Reserve of
$5.6 billion which would be set aside under the budget resolution for use in meeting
extraordinary large natural disaster needs, primarily but not exclusively, of the Fed-
eral Emergency Management Agency’s disaster relief fund, USDA’s and Department
of Interior’s fire fighting programs, and SBA disaster loan programs. This reserve
would be allocated to the Appropriations Committees upon a Presidential request
designating the proposed funding as an emergency, as well as, determination by the
Budget Committees that appropriate criteria are met. This proposed change in pro-
cedures would restore discipline to the budget process and reduce needs for supple-
mental emergency appropriations. It would also ensure availability of budget au-
thority for major disaster relief.

The President’s budget also proposes a contingency reserve of about $1 trillion
over the next 10 years to be available to meet unanticipated or difficult to estimate
in advance priority spending needs, including potential economic or disaster assist-
ance for farmers. This reserve is included in the estimates of on-budget surpluses
and provides for potential future increased spending needs. This proposal also, of
course, depends on Congressional action to allocate and authorize funding. The
President’s contingency fund, thus, attempts to assure that funding will be available
for unanticipated needs, but does not otherwise expedite the process of making
funds available since Congressional action will be required.

Question. Should the so-called “contingency fund” from which the President’s
budget proposes emergency farm assistance be drawn be depleted for non-agricul-
tural emergencies, what assistance will be available for farmers?

Answer. The Congress, of course, could choose to allocate additional funding for
farm assistance through emergency supplemental appropriations or otherwise if nec-
essary. Of course, we hope that the improved crop insurance and related programs
provided by the Agricultural Risk Protection Act of 2000 and other ongoing pro-
grams will help meet any additional needs. And we understand the currently pend-
ing Congressional Budget Resolution may result in allocation of additional funding
for farm assistance, so that there may be less likelihood that we will be faced with
the problem you pose.

RESEARCH PROGRAMS/FOOD SAFETY/ADMINISTRATION PRIORITIES

Question. The President’s budget cuts $34 million from earmarked projects. I rec-
ognize the need to set funding priorities. However, I am concerned that the budget
does not allow room for priorities which are not set by the Administration. In fact,
the budget makes a point of redirecting funding focused on specific research
projects, simply because they are Congressional earmarks, to the Administration’s
priorities. I am concerned that some Congressionally earmarked projects that pro-
vide critical components to Administration priorities have simply not been consid-
ered.

For example, a $2 million earmark that I added to the fiscal year 2001 Agri-
culture Appropriations bill for Pasture-Based Beef Systems research at the Agricul-
tural Research Service Appalachian Farming Systems Research Center, in Beaver,
West Virginia, was eliminated. This project teams the Research Center with West
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Virginia University, and Virginia Tech. The project’s goal is to enhance the effi-
ciency, profitability, sustainability, and environmental stewardship of grass-based
beef production systems. Not only would this project provide a new economic oppor-
tunity for farmers, but it will also provide a nutritious, high quality, and safe meat
product. As more attention is focused on food safety and healthy eating, more infor-
mation is needed on profitable sustainable production systems such as pasture-
based beef, which guards against serious food safety issues, such as animal disease
in concentrated feeding areas, produces products high in beneficial fatty acids and
nutrients, and reduces environmentally costly production methods. I hope that you
will agree that the goals of the pasture-based beef project are important to the fu-
ture of agriculture in America.

Other than the fact that they were earmarks, what criteria was used to reduce
or eliminate funding for more than seventy Agricultural Research Service projects
nationwide?

Answer. The President’s fiscal year 2002 Budget recommended that all research
projects which were added in fiscal year 2001 be discontinued in fiscal year 2002
to finance national high priority agricultural research initiatives in the following
areas: emerging and exotic diseases and pests of plants and animals; biotechnology
risk assessment; agricultural genome/bioinformatic tools; control of invasive species
(weeds/anthropods); and biobased products and energy. The administration believes
that taxpayer dollars must be spent on the highest priority needs of national signifi-
cance.

RESEARCH FACILITIES

Question. Page 71 of the budget summary for the U.S. Department of Agriculture
for fiscal year 2002 notes that innovative research depends upon the availability of
modern facilities. However, the President’s budget for fiscal year 2002 reduces fund-
ing for buildings and facilities to forty percent of the funding level for fiscal year
2001, and identifies specific science centers that would be the only centers eligible
for improvement. In West Virginia, both the Appalachian Farming Systems Re-
search Center in Beaver and the Appalachian Fruit Research Station in
Kearneysville require improvements to their facilities. Without some of these im-
provements, research progress may be hampered, or even set back. How does the
Department justify such a drastic cut to funding for research buildings and facilities
when all of its laboratories are not completely modernized and fail to meet industry
standards?

Answer. We recognize the need for substantial funding required for the mod-
ernization of ARS’ buildings and facilities each year. However, the Administration
believes that growth in Federal spending must be controlled and only the highest
priority modernization and construction projects are requested in ARS’ Buildings
and Facilities for fiscal year 2002.

SENIOR FARMERS’ MARKET NUTRITION PILOT PROGRAM

Question. A meeting I had with former Agriculture Secretary Glickman and Un-
dersecretary Shumacher led to the implementation of the Senior Farmers’ Market
Nutrition Pilot program. This program is intended to improve the nutrition of low-
income seniors by encouraging their connection with local farmers, while also im-
proving market opportunities for farmers. The program will provide low-income sen-
iors with coupons to use toward purchasing fresh fruits, vegetables, and herbs from
farmers’ markets, roadside stands, and community supported agriculture programs.
The USDA announced that it would provide the West Virginia Department of Agri-
culture a grant for $1.2 million to operate the Senior Farmers’ Market Nutrition
Pilot program in 2001. West Virginia expects that this program will benefit more
than 50,000 seniors in eleven West Virginia counties this year. Nationwide, $15 mil-
lion was provided for this program in fiscal year 2001, but the President’s budget
does not include funding in its fiscal year 2002 budget for this project.

Would you agree that programs such as this, which help consumers and pro-
ducers, can improve the health and economic well-being for all of the involved par-
ties? What criteria was used in considering the elimination of this project?

Answer. The SFMNPP was funded as a pilot program by the previous Administra-
tion and no decision has been made by the current Administration whether it will
be continued beyond the current fiscal year. I certainly agree that farmers’ markets
are of great benefit to both producers and consumers, and the Department intends
to continue our ongoing involvement in encouraging farmers’ markets, including pro-
viding funding to allow access by low-income households. The Department believes
that the Senior Farmers’ Market Nutrition Pilot Program (SFMNPP) will help sen-
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ior citizens achieve the goal of consuming five servings of fruits and vegetables each
day which will assist them in improving their nutritional health.

Question. What opportunities exist for expanding the Senior Farmers’ Market Nu-
trition program?

Answer. Funding for the SFMNPP comes from the Commodity Credit Corporation
and does not require an appropriation. The SFMNPP was funded as a pilot program
by the previous Administration. No decision has been made by the current Adminis-
tration as to the continuation of the pilot program beyond fiscal year 2001.

AQUACULTURE

Question. Could you provide a status regarding the National Center for Cool and
Colq) Water Aquaculture, including expected timetable for completion and dedica-
tion?

Answer. Design was awarded in March 1999. Construction was awarded in July
1999, and was originally expected to be completed by September 2000. Due to finan-
cial difficulties with the contractor, the government terminated the contract for de-
fault. A takeover agreement was signed in May 2000. Project completion will be in
July 2001. A dedication ceremony is anticipated for mid-August.

Question. What funding is made available for the operation of the National Center
for Cool and Cold Water Aquaculture in the President’s budget?

Answer. Fiscal year 2002 funding available in the President’s budget is $3,328,400
(gross). Proposed project terminations total $1,708,700.

SUBCOMMITTEE RECESS

Senator COCHRAN. Our next hearing is going to be on Thursday,
May 3, at 10:00 a.m. in this room, 138 of the Dirksen Senate Office
Building. At that time, we will hear from Department of Agri-
culture witnesses regarding assistance to producers and the farm
economy.

This concludes the hearing. We are recessed.

[Whereupon, at 3:20 p.m, Wednesday, April 25, the subcommittee
was recessed, to reconvene subject to the call of the Chair.]
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OPENING STATEMENT OF SENATOR THAD COCHRAN

Senator COCHRAN. The subcommittee will please come to order.
Today the subcommittee continues the consideration of the fiscal
year 2002 budget submitted by the President for the Department
of Agriculture, which includes, of course, Rural Development and
Related Agencies.

It gives me a special pleasure this morning to be able to welcome
my good friend and former staff member, the Acting Deputy Under
Secretary for Farm and Foreign Agriculture Services, Hunt Ship-
man, as a witness before our subcommittee; and also to welcome
our friend Keith Collins, who is the chief economist of the Depart-
ment of Agriculture. They are accompanied by Dennis Kaplan, who
is representing the Department’s budget office.

Today, we will review the emergency farm assistance programs
being administered by USDA and the outlook for the farm econ-
omy.

(161)
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Last year Congress approved nearly $9 billion in crop and mar-
ket loss assistance for agriculture producers. This assistance was
provided under the authority of the Agricultural Risk Protection
Act as well as the Agriculture Appropriations Bill.

Emergency funding for farmers is not specifically requested by
the President in the budget request he has submitted to Congress.
But the budget does propose a contingency fund to meet emergency
requirements arising from natural disasters and unforeseen events;
and a 10-year contingency reserve, which could be used to provide
additional assistance to farmers, if needed.

I know the Department has made the implementation of emer-
gency assistance programs a high priority. It has worked to pro-
mulgate regulations and disperse funds to producers.

The Committee looks forward to working with the Department
on these and other efforts to help farmers and to strengthen the
U.S. farm economy. We have the statements that have been pre-
pared by the witnesses and they will be made a part of the record.

Mr. Shipman, you may proceed.

STATEMENT OF THOMAS HUNT SHIPMAN

Mr. SHIPMAN. Thanks very much, Senator. It is a humbling expe-
rience for me to be here today for three reasons—one to be here
in the role that I am today; also, to be here in the company of
Keith Collins, whose outstanding job I have been able to watch in
my previous job on the other side of dias as he responded to these
questions; and third, to represent the career staff that is here.

With me today are three acting administrators, who, along with
people around the country, have worked so hard to implement the
programs that Congress has authorized over the last few years and
particularly in the fiscal year 2001 Agricultural Appropriations Act
to assist farmers and ranchers around the country.

As I mentioned, with me today are the three acting administra-
tors of the Farm Service Agency, the Risk Management Agency,
and the Foreign Agricultural Service. They are Jim Little, Phyllis
Honor and—well, my testimony is wrong, but Mary Chambliss as
well. I am sorry.

Mr. SHIPMAN. Let me speak to each of the three agencies’ activi-
ties and how they play into the delivery of emergency assistance
in implementing the authorities that Congress has provided us and
also in how that plays into the fiscal year 2002 budget.

In recent years, FSA has handled a tremendous increase in
workload associated with the problems that we have seen in agri-
culture country all around our nation.

Marketing assistance loan placements have doubled between
1997 and the year 2000, loan deficiency payment transactions have
increased over 5,000 percent or 51 times the 1995 level.

Marketing loan gains and loan deficiency payments increased
from negligible levels in 1997 to over $4 billion in 1999 and $8 bil-
lion in the year 2000, and are expected to remain near $7 billion
for 2001 and $5 billion in 2002.

Demand for farm operating, ownership, and emergency loans has
increased more than 65 percent from the pre-farm-crisis period.

In the past year, FSA has implemented 24 new and reauthorized
farm programs mandated by the fiscal year 2001 Agriculture Ap-
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propriations Act, as well as 17 programs authorized by the Agri-
culture Risk Protection Act of 2000 and the Military Construction
Act of 2001. Farmers are now signing up or receiving payments for
more than 20 programs that USDA has implemented.

FSA’s ongoing commodity program activities include administra-
tion of production flexibility contracts, the Marketing Loan and
Loan Deficiency Payment Programs, and the Non-Insured Crop
Disaster Assistance Program.

In implementing the emergency and disaster assistance pro-
grams, Congress provided nearly $14 billion including $11 billion
in loss payments for 1999 and 2000 crops.

For this fiscal year, Congress authorized $1.8 billion for crop
losses and nearly $500 million to assist livestock producers.

About $2 billion—$2.2 billion—was provided for market loss and
other emergency assistance in fiscal year 2001, including the dairy
market loss assistance estimated at $675 million, $500 million for
oilseeds, and emergency payments for apples, cranberries, potatoes,
honey, peanuts, tobacco, nursery stock and other producers.

Signup has closed or is still under way for the 2000 Crop Dis-
aster Program, the Florida Nursery Program, apple and cranberry
market loss assistance, the Tri-Valley California Cooperative Insol-
vency Program, the 2000 Oilseed Program, the Peanut Marketing
Assistance Program and the Tobacco Loss Assistance Program.

And signup will begin this month for the 2000 Disaster Quality
Loss Program, the Apple and Potato Quality Loss Program, and the
Potato Diversion Program.

Livestock producers are receiving benefits through the 2000 Live-
stock Assistance and Livestock Indemnity programs, the American
Indian Livestock Feed Program, Poultry Enteritis Mortality Syn-
drome Program, wool and mohair loss assistance, and others that
I will submit for the record. In total, more than 54,000 producers
have applied for livestock aid totaling over $270 million by April
16

To date, nearly 1,300 counties in 34 States, more than 40 percent
of all the counties in our country, are eligible for the Livestock As-
sistance Program.

The 2002 President’s budget proposes to fund emergency needs,
such as crop and livestock disaster assistance and emergency con-
servation, through a $5.6 billion national emergency reserve. And
this reserve would be available for sudden, urgent and unforeseen
needs government-wide. Funds would be released from this reserve
only after approval from the Congress and the President.

In the farm loan program, the loan portfolio is showing its best
performance in many years, as evidenced by a direct loan delin-
quency rate of 12.3 percent, which is the lowest in 20 years. The
guaranteed loan delinquency rate is at an all-time low of 1.8 per-
cent, and the direct loan loss rate is at its lowest since 1987. In
addition, our inventory of property is at its lowest since 1980.

For fiscal year 2002, the President’s budget request will support
$3.9 billion in direct and guaranteed loans. And these loan levels
will serve an estimated 37,000 producers.

In the conservation area, which is the second largest category of
Commodity Credit Corporation expenditures, the largest program
is the Conservation Reserve Program.
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CRP enrollment is expected to reach 33.9 million acres at the end
of this fiscal year and to reach its maximum authorized level of
36.4 million acres by December 31st of 2002.

Included in this are 4.2 million in cumulative acres that are pro-
jected to be enrolled under continuous signup, as well as 500,000
farmable wetland acres. Outlays for this program in 2002 are ex-
pected to be $1.8 billion.

The Administrative Expenses budget has enabled FSA in the last
two fiscal years to employ additional temporary staff to meet the
heavy workload associated with administering ongoing and emer-
gency assistance programs.

We are also continuing to re-engineer and streamline business
processes, such as establishing the common computing environ-
ment, and to expand our E-government services and capabilities as
mandated by Congress.

In the next year, we will continue to review our field office struc-
ture and to identify additional opportunities to improve efficiencies
and realize savings. However, FSA continues to have significant
temporary staffing needs that are reflected in our budget request
for 2002.

The Risk Management Agency’s top priority is to implement the
Agricultural Risk Protection Act, or ARPA, of 2000, so that farmers
can realize the benefits of an improved crop insurance program as
soon as possible.

Title I of that Act includes a 5 year, $7 billion initiative to make
higher levels of protection more affordable and useful to producers,
to provide better protection for farmers suffering multi-year losses,
to expand risk management education and outreach opportunities,
to stimulate development of new risk management products and to
improve the program’s integrity.

RMA began last year by reducing farmer-paid premiums and in-
creasing yield coverage levels that were mandated as a part of the
enactment of ARPA.

So far in 2001, crop insurance sales have increased substantially,
with significantly more acreage covered under revenue insurance
products. Crop revenue coverage has tripled and currently covers
about 51 percent of all acreage reported today. Coverage under the
revenue insurance program now available in the southern plains
has increased about 7 percent.

RMA has worked closely with the Farm Service Agency to de-
velop a coordinated plan that includes training, claims, audit and
fraud referral procedures, and data reconciliation, which was such
an important part of the discussion as Congress enacted the ARPA.

As a part of this plan, RMA will provide anti-fraud and loss ad-
justment training to over 2,500 Farm Service Agency State and
county office personnel.

RMA has also worked with other USDA agencies to utilize con-
tracting authority to make greater use of partnerships and private
sector expertise in developing new risk management products.

The Agency has awarded four contracts to help develop new in-
surance plans for currently insured crops as well as new crop poli-
cies, and new types of risk management products.

The agency has studies underway on the cost of production pilot
program, the feasibility of developing a pasture and range land in-
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surance program, new revenue coverage plans and a livestock pilot
program. Also, it is planning to implement a pilot raspberry/black-
berry crop insurance program for the 2002 crop year.

Another important function is to expand crop insurance partici-
pation in under-served regions. And RMA is working to expand its
risk management activities and utilize forums such as producer
meetings in the Cooperative State Research, Education, and Exten-
sion Service to provide that education.

The President’s budget for 2002 includes full funding for imple-
menting many of the crop insurance reforms authorized by Con-
gress. This budget includes increases of $232 million in mandatory
spending to finance the additional subsidies in delivery expenses
associated with additional participation, and $9 million in discre-
tionary spending, which includes $4.5 million to finance data min-
ing and improvements in information technology systems.

The Foreign Agriculture Service’s primary mission is to continue
to move forward in multilateral trade negotiations and to expand
overseas markets intelligence and technical expertise that we need
to support agricultural trade.

International negotiations to further liberalize agricultural trad-
ing practices are already underway under the auspices of the World
Trade Organization.

And the United States has already offered a set of ambitious pro-
posals for the negotiations that provide for the elimination of ex-
port subsidies, improved market access, reform of State trading en-
terprises, tighter rules on trade distorting domestic support and fa-
cilitation of trade in the products and new technologies.

USDA will work closely with the Office of the United States
Trade Representative to secure an agreement which incorporates
these objectives.

Negotiations are also underway to achieve a free trade area of
the Americas by 2005. For agriculture, these objectives include
eliminating support subsidies that affect trade in our hemisphere,
identifying and reducing other trade distorting practices, and en-
suring that sanitary and phytosanitary measures are based on
science and conform with the Uruguay Round principles.

A successful conclusion of these negotiations will gain American
farmers increased access to a region of 675 million people with a
combined consumer buying power of over $1.5 trillion.

But farmers and agricultural businesses do not just benefit from
open markets, they depend on them for their income, as agriculture
generally ranks among the top six industry groups in export sales.
Dollar for dollar, we export more meat than steel, more corn than
cosmetics, more wheat than coal, more bakery products than motor
boats and more fruits and vegetables than household appliances.

Agriculture is also twice as dependent on exports as the general
U.S. economy. So the apparent rebounding in our export numbers
is a welcome trend.

Last year, agriculture exports were valued at $51 billion. In fis-
cal year 2001, they are forecast to increase to $53 billion.

The technical trade issues such as those related to food safety
and biotechnology are among the toughest for us to deal with and
have occupied much of the time of the Secretary and I in the first
few months of this Administration.
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It is important we participate actively in the international orga-
nizations that set technical standards that govern agricultural
trade; and our focus will be in making sure that biotech and other
approval regimes are transparent, predictable, and based on sound
science.

Our budget request for 2002 reflects these concerns and includes
increased funding to expand FAS’s capabilities to address technical
trade issues and to strengthen our market intelligence capabilities
at overseas posts.

We will be focusing our efforts on 14 important markets around
the world where opportunities to expand our exports appear to be
greatest.

In addition, the budget also contemplates adequate funding for
our export promotion and market development program so that we
can benefit from emerging market opportunities, the Foreign Mar-
ket Development or Cooperator Program, the Market Access Pro-
gram, and the Quality Samples Programs are estimated to be fund-
ed at $120 million for 2002, which is the same as the current fiscal
year.

Our export guarantee programs are estimated at $3.9 billion, an
increase of more than $100 million above fiscal year 2001.

And finally funding for the Export Enhancement Program is esti-
mated at $478 million, the statutory maximum and the same level
as this year.

Funding for the Dairy Export Incentive Program is estimated at
$42 million, which is slightly higher than the current fiscal year.

PREPARED STATEMENTS

Mr. Chairman, this concludes my statement. And I look forward
to answering any questions the subcommittee might have.

Senator COCHRAN. Thank you very much, Mr. Shipman.

[The statements follow:]

PREPARED STATEMENT OF THOMAS HUNT SHIPMAN

Mr. Chairman and members of the Subcommittee, I am pleased to appear before
you today with USDA’s Chief Economist, Keith Collins, to discuss our assistance to
producers, both this year and as proposed in the President’s fiscal year 2002 budget.

The mission of Farm and Foreign Agricultural Services is to secure the long-term
vitality and global competitiveness of American agriculture through delivery of com-
modity, credit, conservation, insurance, and export programs. In the past several
years, that mission has been tested by low commodity prices, weak overseas de-
mand, and a continual onslaught of natural disasters. Improved market conditions
have been slow to materialize, and with continued weakness in the farm economy,
USDI}%1 will be closely monitoring crop and market conditions over the coming
months.

In this economic environment, we have used our continuing authorities and re-
cently enacted program and policy tools to help producers weather the market crises
in production agriculture. Implementing those tools are the three agencies which
comprise the mission area: the Farm Service Agency, Risk Management Agency, and
the Foreign Agricultural Service. Each plays a significant role in USDA’s continued
efforts to help America’s farmers and ranchers.

FARM SERVICE AGENCY (FSA)

The Farm Service Agency is USDA’s principal organization for providing financial
support to our nation’s producers. Through its administration of farm commodity,
credit, conservation, and emergency assistance programs, FSA helps to ensure a sta-
ble, accessible, affordable food supply while promoting stewardship of the land and
providing assistance to our nation’s farmers and ranchers.
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In recent years, FSA has seen a tremendous increase in workload associated with
tough times in farm country both in the agency’s ongoing programs as well as in
the dozens of new programs enacted to provide relief from market losses and nat-
ural disasters. Since 1993, FSA has experienced an 87 percent increase in program
funding levels and a 24 percent reduction in staff.

At the same time, workload transaction volumes have increased substantially.
Loan deficiency payments have increased over 5,000 percent or 51 times 1995 levels.
Marketing assistance loan placements doubled between 1997 and 2000. Marketing
loan gains and loan deficiency payments increased from negligible levels in 1997 to
over $4 billion in 1999 and $8 billion in 2000 and are expected to remain near $7
billion in 2001 and about $5 billion in 2002. Demand for farm loans has increased
more than 65 percent in recent years.

Supplemental appropriations in 2000 and 2001 have enabled FSA to employ addi-
tional temporary staff to meet the heavy workload needs of our ongoing and emer-
gency assistance programs. To improve our service to our customers, we also are
continuing to reengineer and streamline business processes, establish a common
computing environment, and maximize efficiencies among the county-based agen-
cies. However, FSA continues to have significant temporary staffing needs that are
reflected in our budget request for fiscal year 2002.

Over the past year, FSA has implemented 24 new and reauthorized farm pro-
grams mandated by the fiscal year 2001 Agricultural Appropriations Act, as well as
17 programs authorized by the Agricultural Risk Protection Act of 2000 (ARPA) and
the Military Construction Act of 2001. Farmers are now signing up or receiving pay-
ments for some two dozen programs.

Mr. Chairman, I'd now like to describe the efforts underway to help America’s
family farmers and ranchers.

Ongoing Commodity Programs

Production Flexibility Contract Payments.—The 1996 Farm Bill replaced the in-
come support mechanisms of previous farm bills with production flexibility contract
payments which are specified annually from 1996 through 2002 at a total of $35.6
billion. From fiscal year 1999 through 2002, producers eligible for contract payments
on their wheat, corn, grain sorghum, barley, oats, upland cotton or rice crops had
the option of receiving them as two 50 percent payments or one 100 percent pay-
ment anytime during the fiscal year. So far in fiscal year 2001, farmers have opted
to receive about $3.2 billion of the $4.1 billion available. In fiscal year 2002, produc-
tion flexibility contract payments will total nearly $4 billion.

Marketing Assistance Loans.—Non-recourse marketing assistance loans provide
short-term financing to producers who harvest crops of wheat, feed grains, rice,
minor oilseeds, soybeans and cotton. As of April 16, farmers had received $6.1 bil-
lion through 151,740 loans on their 2000 crops. For their 1999 crops, an additional
$3.7 billion for 107,616 loans remains outstanding.

Loan Deficiency Payments (LDPs).—LDPs are made to producers who opt to forgo
marketing assistance loans on their eligible crops. As of April 16, expenditures for
the 2000 crop year totaled $6.2 billion on over 2.8 million LDP transactions for
wheat, feed grains, upland cotton, rice, soybeans and oilseeds. Effective only for the
2000 crop year, producers growing a contract commodity on a farm with no produc-
tion flexibility contract are eligible for LDPs on their 2000 crop production. Also ef-
fective only for the 2000 crop year, payment limitations were doubled from $75,000
to $150,000—for LDPs and marketing loan gains for contract commodities, oilseeds,
and honey.

Farm Storage Facility Loans.—Under this program, which provides low-cost fi-
nancing for producers to build or upgrade on-farm storage handling facilities, FSA
funded 1,980 loans totaling $59.3 million for the 2000 crop year, of which $56.7 mil-
lion remains outstanding. As of April 16, 466 additional loans have been made for
the 2001 crop year. So far this year, nearly $16 million has been obligated, and $5
million disbursed to producers. In fiscal year 2002, the budget proposes outlays of
$3 million to support a program level of $125 million for farm storage facility loans.

Dairy Price Support Program.—This program was extended through December 31,
2001, and the Dairy Recourse Loan Program was postponed to January 1, 2002. As
of April 1, 2001, FSA has purchased 772 million pounds of nonfat-dry milk and 11
million pounds of cheese under the Dairy Price Support program.

Emergency and Disaster Assistance Programs

Appropriations acts provided about $5 billion in emergency assistance in 1999 and
about $8.5 billion in 2000 to help farmers cope with some of the lowest commodity
prices in many years. The Agricultural Risk Protection Act (ARPA) provided an ad-
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ditional $6.5 billion in emergency funds for 2000. The fiscal year 2001 Appropria-
tions Act provided an additional $3.5 billion in emergency funds.

For 2002, the President’s budget proposes to fund emergency needs such as crop
disasters, emergency watershed protection, emergency conservation and other pro-
grams through a $5.6 billion National Emergency Reserve. This reserve would cover
sudden, urgent and unforeseen needs government-wide. Funds would be released
from the reserve only after approval from both the President and the Congress. The
President’s budget also proposes approximately $1 trillion over 10 years for a re-
serve to meet unanticipated emergency and special needs on a government-wide
basis, including the potential need for assistance to farmers above levels in existing
programs, such as marketing assistance loans and loan deficiency payment pro-
grams.

The status of our major program activity in fiscal year 2001 includes:

Crop Emergency Programs

Noninsured Crop Disaster Assistance Program (NAP).—The NAP has undergone
a number of legislated reforms to improve its coverage for producers of uninsured
crops. The ARPA eliminated the area loss requirement for individual eligibility and
provided that all types or varieties of a crop may be considered to be a single eligible
crop for NAP assistance. The 2001 NAP requires producers to be more proactive,
they will need to apply for individual coverage similar to basic catastrophic crop in-
surance, and pay a $100 service fee per crop. But they will know they are covered
before disaster strikes. Since the 1995 crop year, 2,136 NAP areas have been ap-
proved and $211.7 million paid in benefits. However, benefits for fiscal year 2001
are estimated at $176.5 million.

2000 Crop Disaster Program (CDP).—The CDP compensates farmers if their
losses exceed 35 percent of historic yields, providing greater benefits to those who
bought insurance on their eligible crops. Unlike previous crop loss programs, the
2000 CDP payments will not be subject to a national proration factor; farmers will
receive 100 percent of the approved payment. Signup began January 18 and is ongo-
ing. To date, 200,039 producers have requested CDP benefits and 138,097 have been
approved. As of April 9, nearly $1.4 billion has been paid to producers.

2000 Disaster/Quality Loss Program.—This program compensates producers for
crop quality losses which are not adequately covered under the CDP. For example,
durum wheat producers in North Dakota and other States have experienced deep
market discounts on their crops. Such discounts are not currently reflected in the
FSA schedule of premiums and discounts used to adjust production for quality
losses under the CDP. Also, certain crops which were not eligible for a quality ad-
justment under CDP—such as hay crops—will be eligible under this special pro-
gram. We expect to begin signup in May.

Apple/Potato Quality Loss Program.—This program provides $38 million to com-
pensate apple and potato producers for quality losses due to weather or disease for
both the 1999 and 2000 crops. Payments will be made regardless of whether a crop
was harvested. We expect to begin signup in May.

2000 Florida Nursery Program.—The Nursery Program assists Florida producers
who suffered nursery losses from October 1-December 31, 2000, due to weather, in-
sect or disease damage. To date, 91 producers have requested benefits and 45 have
been approved.

2000 Sugar Payment-in-Kind Program.—The Sugar PIK offered sugar beet pro-
ducers the opportunity to divert a portion of their crop from harvest in exchange
for sugar held in inventory by the CCC. Approximately 5,000 offers for over 101,000
acres—about 7 percent of the acreage planted to sugar beets—were accepted. CCC
transferred over 277,000 tons of refined sugar, valued at $105.5 million, to partici-
pating producers, resulting in a $555,000 reduction in monthly CCC storage costs.
The Sugar PIK Program also reduced potential forfeitures of loan collateral.

Apple Market Loss Assistance Program.—Apple Market Loss Assistance will pro-
vide nearly $100 million in payments to apple producers to help offset market losses
on their 1998 and 1999 production. Signup has been extended to May 4, and we
expect to begin making payments by mid-June.

Cranberry Market Loss Assistance.—This program will provide nearly $20 million
to cranberry growers who suffered market losses when prices for their 1999 crop fell
X) alrecord low. Signup ended April 13, and we began making payments in late

pril.

Limited California Cooperative Insolvency Payment Program (Tri-Valley).—The
Tri-Valley Program will make payments of $20 million to 500 members of the Tri-
Valley Growers Cooperative who produced 2000 crop tomatoes, pears, peaches, and
Zpri(iots and who suffered losses due to the cooperative’s insolvency. Signup ended

pril 24.
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2000 Fresh Russet Potato Diversion Program (PDP).—PDP will make payments of
$10.3 million to potato growers on 2000 crop russet potatoes rendered unmarketable
and diverted from normal trade channels to charitable institutions, livestock feed,
or ethanol. The diversion period began April 13 and will end May 13. Signup will
run from May 14 through June 13. We expect to make payments by early July.

Grazing Payments for 2001 Wheat, Barley or Oats (GRAZEOUT).—GRAZEOUT
makes payments in lieu of loan deficiency payments to producers who forgo har-
vesting and graze out their 2001 wheat, barley, or oats acreage. Producers will re-
ceive payments estimated at $60 million by September 30, 2001, under the same
terms and conditions as if they harvested a crop and applied for a loan deficiency
payment.

2000 Oilseeds Program.—The Oilseeds Program provides payments to producers
who, in 2000, planted an oilseed crop that is eligible for marketing assistance loans.
Signup for the program ran from October 16, 2000, through January 12 of this year,
and FSA county offices began issuing payments in February. Nearly $500 million
in program payments have been issued to 591,695 producers in 47 States.

2000 Honey Loans.—Honey producers are eligible for nonrecourse marketing as-
sistance loans and LDPs on their 2000 crop honey. As of April 18, FSA county of-
fices had disbursed 726 marketing assistance loans totaling $34.7 million and 5,619
LDPs totaling $17.1 million on the 2000 honey crop.

Peanut Marketing Assistance Program (PMAP).—PMAP helps to compensate pro-
ducers whose incomes have dropped in the 2000 crop year due to continued low com-
modity prices and increasing costs of production. Signup ran from October 2, 2000,
through February 1, 2001. As of April 4, FSA county offices had disbursed $63.7
million to approximately 50,000 peanut producers in 17 States.

Tobacco Loss Assistance Program (TLAP).—TLAP provided payments of $340 mil-
lion to owners or operators of flue-cured, fire-cured, burley, or cigar binder tobacco
farms for which the 2000 quota or acreage was reduced due to a drop in the national
marketing quota or acreage for that kind of tobacco. Growers on approximately
275,000 farms in 12 States were eligible for payments.

Tobacco Quota Holders Assistance.—This program provides supplemental assist-
ance to quota holders who were not eligible under TLAP. OMB has only apportioned
$3 million for tobacco quota holder assistance. While a request for an increase to
$7 million is at OMB, it is not certain the request will be approved. Additionally,
producer-owned cooperative marketing associations were allowed to fully settle their
loans for 1999 crops of burley, flue-cured and cigar binder tobacco by forfeitures to
the CCC. The tobacco covered by this provision is valued at $591 million.

Livestock and Dairy Emergency Programs

2000 Livestock Assistance Program (LAP).—The 2000 LAP provides assistance in
counties named as primary disaster areas under a Presidential or Secretarial des-
ignation. As of April 16, more than 54,000 producers have applied for aid totaling
over $270 million. Also as of April 16, 1,291 counties in 34 States more than 40 per-
cent of all counties in the United States—have been approved for LAP. Included in
the approvals are all counties in Alabama, Mississippi, and Utah, and 90 percent
of the counties in Arkansas, Georgia, Louisiana, and Texas.

2000 Livestock Indemnity Program (LIP).—The 2000 LIP provides payments to
producers for livestock losses during CY 2000 due to non-drought disasters in coun-
ties named in a Presidential or Secretarial disaster declaration. To date, approxi-
mately 1,050 livestock owners have requested benefits totaling $765,000. In addi-
tion, indemnity payments of up to $10 million are available to compensate contract
growers who raise livestock owned by others. This program covers 1999 livestock
losses, and has been extended to cover losses incurred through February 7, 2000.

American Indian Livestock Feed Program (AILFP).—AILFP is contracted as a gov-
ernment-to-government program to provide direct cash payments to livestock pro-
ducers suffering from natural disasters on tribal lands. The program was originally
funded from the sale of feed grains from disaster reserve stocks in 1977. With those
funds exhausted, the program received additional funding of $12 million in fiscal
year 2001 to remain available until spent. Since the program began, it has provided
assistance to 27 tribes.

Poult Enteritis Mortality Syndrome (PEMS) Program.—Funded at $2 million, this
program helps offset income losses suffered by contract growers as a result of an
outbreak of PEMS from March 1, 2000, through April 30, 2001. When PEMS out-
breaks occur, turkey producers must depopulate their turkey houses and leave them
empty for two or more growing cycles. We expect about 100 contract growers to
apply for benefits in early May.

Wool and Mohair Loss Assistance Program II.—Funded at nearly $20 million in
2001, the program makes direct producer payments not to exceed 40 cents per



170

pound for wool and mohair due to continued low market prices. Signup has been
extended through May 4, and payments are slated to be made by mid-June. Pay-
ments made in fiscal year 2000 totaled $10.2 million.

Lamb Meat Adjustment Assistance Program.—In its second year, the program pro-
vides up to $30 million total, with a target of $10 million per year, in direct cash
payments to help lamb and sheep growers improve their production efficiencies and
the marketability of lamb meat, during a 3-year period from July 22, 1999, through
July 31, 2002. As of April 16, payments for Year 2, which ends July 31, totaled
nearly $3.7 million. Payments in Year 1 of the program totaled $12.7 million, for
a total paid to date of nearly $15.3 million.

Dairy Market Loss Assistance Program (DMLA).—DMLA, first implemented in
1999, to assist primarily small and mid-sized dairy operations that suffered losses
from 1999 to the present, as well as new dairy producers or operations in 2000.
DLMA III provides supplemental payments to dairy producers who received pay-
ments in the first two years of the program. As of April 3, fiscal year 2001 payments
total $655 million.

Bioenergy Program

In other actions to benefit America’s farmers, FSA is implementing a Bioenergy
Program in fiscal year 2001 to encourage the processing of surplus agricultural com-
modities for industrial uses. FSA has approved 54 agreements with 79 plants in 19
States for participation in the $150 million program. Increased bioenergy production
for fiscal year 2001 as a result of the program is projected to be 246.2 million gal-
lons of ethanol and 36.5 million gallons of biodiesel.

Cry9C Seed Corn Purchase

USDA, through CCC, is implementing a program to purchase seed corn that con-
tains the Cry9C protein. FSA has contacted 286 seed corn companies and has of-
fered to purchase all seed corn containing the Cry9C protein for $40 per unit. To
date, 67 seed corn companies have indicated that they hold seed containing the
Cry9C protein and that they want to enter into purchase contracts with CCC.

Starlink Corn Containment

On October 2, CCC offered to purchase 2000 crop Starlink corn from producers
and to channel Starlink corn into industrial non-food and animal feed markets.
Under this program, which was established in conjunction with EPA and FDA, CCC
has purchased approximately 250,000 bushels at a cost of $310,000. Aventis Crop
Science has reimbursed CCC for all costs incurred in administering this purchase
program.

Additionally, CCC is monitoring disposition of Starlink corn that was not sold to
CCC to ensure that it is also disposed of through appropriate uses.

Farm Loan Programs

FSA offers direct and guaranteed farm ownership and operating loans to farmers
who are unable to obtain sufficient credit from private sources. FSA borrowers
range from beginning farmers and ranchers who cannot qualify for conventional
loans because they have insufficient financial resources to established farmers who
have suffered financial setbacks from natural disasters, or whose resources are too
limited to maintain profitable farming operations.

The goal of FSA’s farm loan program is to assist eligible individuals and families
through supervised credit, outreach and technical assistance so that they become
successful farmers and ranchers. Regardless of the type of loan, FSA’s financial as-
sistance provides a safety net for borrowers who have reasonable prospects for last-
ing economic viability in agriculture.

The FSA farm loan portfolio is showing its best performance in many years as
evidenced by direct loan delinquency which is the lowest in over 20 years at 12.3
percent. The guaranteed loan delinquency is at an all-time low of 1.83 percent, and
the direct loan loss rate is the lowest since 1987. In addition, inventory property
numbers are the lowest since 1980.

In fiscal years 1999 and 2000, FSA provided loans and loan guarantees totaling
$7.5 billion to over 71,000 family farmers. Of this total, 24,000 were beginning and
socially disadvantaged farmers, who received assistance totaling $1.9 billion.

FSA has developed ways to decrease the paperwork burden on both farmers and
lenders. The emergency loan process has been streamlined from 6 to 2 weeks. Both
the guaranteed and direct loan programs now have a one-page application for loans
of less than $50,000. FSA also has been condensing direct loan regulations by delet-
ing 1,200 pages of text and reducing the number of required forms by almost 30
percent. We have joined with the other service center agencies in a common Internet
web site where customers of FSA, Rural Development and the Natural Resources
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Conservation Service can download and complete the forms needed to participate in
many agency programs and services.

In fiscal year 2001, demand for FSA’s farm loan assistance remains strong. As of
March 31, 2001, loans and loan guarantees totaling $1.5 billion have assisted 15,000
farmers with their credit needs. A significant portion of this loan assistance—$515
million—is being provided to 6,000 beginning and socially disadvantaged farmers.
The lending season is currently at its busiest and most critical time, and FSA is
wf%rhng hard to rapidly process the thousands of applications coming into county
offices.

For fiscal year 2002, the President’s budget request will support $3.8 billion in
direct and guaranteed loans. We will continue to emphasize providing assistance to
beginning and socially disadvantaged farmers, and will increase the proportion of
loan amounts targeted to these groups to 30 percent.

For farm operating loans, the 2002 budget provides $600 million for direct loans
and $2 billion for guaranteed loans. These loan levels will serve an estimated 31,000
farmers, of whom about 14,500 will receive direct loans. The availability of farm op-
erating loans provides farmers with short term credit to finance the costs of main-
taining or improving their farm operations, such as purchasing seed, fertilizer, live-
stock, feed, equipment and other supplies.

For farm ownership loans, the 2002 budget provides $128 million in direct loans
and $1 billion in guaranteed loans. The 2002 levels will provide almost 6,000 people
with the opportunity to acquire their own farm or save an existing one. About 1,250
borrowers would receive direct loans and 4,500 would receive guaranteed loans.

The 2002 budget also proposes funding for emergency loans at $25 million, which
is the same amount as appropriated for fiscal year 2001. The budget also proposes
to maintain State mediation grants at the fiscal year 2001 level of $3 million.

Conservation Programs

Conservation program outlays represent the second largest major category of CCC
expenditures. FSA offers a variety of these programs for our Nation’s farmers and
ranchers, providing needed financial assistance to protect and enhance the environ-
ment. These programs include the Conservation Reserve Program, Emergency Con-
servation Program, Pasture Recovery Program, Debt for Nature Program, Biomass
Pilot Projects, and the Farmable Wetlands Pilot Program. Also, FSA teams with
NRCS in the administration of the Environmental Quality Incentives Program.

Conservation Reserve Program (CRP).—CRP is USDA’s largest conservation/envi-
ronmental program. CRP’s purpose is to cost-effectively assist farmers in conserving
and improving soil, water, air, and wildlife resources by retiring environmentally
sensitive land from agricultural production and keeping the land in long-term re-
source conserving cover. Acreage is enrolled into the CRP through scheduled general
signups and through a continuous, noncompetitive signup.

CRP enrollment is expected to total 33.9 million acres at the end of fiscal year
2001 and reach the maximum authorized level of 36.4 million acres by December
31, 2002. Included in this total are 4.2 million cumulative acres that are projected
to be enrolled under the continuous signup as well as 500,000 farmable wetland
acres. Outlays for fiscal year 2002 are estimated at $1.8 billion.

As of March 2001, there were 522,480 active CRP contracts covering 33.5 million
acres with associated annual rental payments of $1.5 billion. General signup activ-
ity accounted for 74 percent of the contracts, 96 percent of the acres, and 91 percent
of the annual outlays. Continuous signups, including the Conservation Reserve En-
hancement Program, accounted for the remainder.

There will be no general signup for CRP in 2001. However, CRP participants
whose contracts are scheduled to expire on September 30, 2001 may extend the ex-
piration date for one year.

Through mid-March 2001, over 1.4 million acres have been enrolled under contin-
uous signup practices such as filter strips, riparian buffers, contour grass strips, and
grass waterways. The continuous signup has significantly increased the enrollment
of these environmentally important lands. Financial incentives to encourage partici-
pation in the continuous signup such as up-front signing bonuses and incentives for
practice installation and maintenance will total up to $250 million from fiscal year
2001 through fiscal year 2002.

Continuous signup acreage also includes enrollment under the Conservation Re-
serve Enhancement Program (CREP), which is designed to target program benefits
to address specific local and regional conservation problems. Currently, 15 States
have approved CREP agreements, and another 9 States have CREP proposals pend-
ing. CREP is a results-oriented, community-centered partnership between USDA,
State and tribal governments, and non-governmental groups. CREP currently ac-
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counts for 2 percent of CRP contracts, less than 1 percent of the acres enrolled, and
1 percent of CRP outlays.

Emergency Conservation Program (ECP).—ECP provides emergency cost-share
funding to farmers to rehabilitate farmland damaged by natural disaster and for
carrying out emergency water conservation measures during periods of severe
drought. During the last several years, ECP has been funded through emergency
supplemental appropriations. A total of $80 million was appropriated for fiscal year
2001. As of April 16, 2001, $39.2 million in ECP funds had been allocated to States.
While the Administration’s budget proposes no ECP funding for fiscal year 2002, it
does propose a $5.6 billion National Emergency Reserve to cover unforeseen expend-
iture requirements.

Pasture Recovery Program (PRP).—PRP provides payments for reestablishing per-
manent vegetative cover to farmers who have suffered pasture losses due to
drought. PRP is funded at $40 million in fiscal year 2001. Through mid-April, $27.5
million in payments had been distributed to farmers. Signup for the fiscal year 2001
PRP began on March 26, 2001, and ends on May 11, 2001.

Debt for Nature Program (DNP).—Also known as the Debt Cancellation Conserva-
tion Program, DNP provides that farmers with FSA loans secured by real estate
may qualify for cancellation of a portion of their FSA indebtedness in exchange for
a conservation contract on marginal cropland and other environmentally sensitive
lands for conservation, recreation, and wildlife purposes. By the end of fiscal year
2000, FSA had closed 206 conservation contracts for a total of 82,225 acres enrolled
in the program.

Farmable Wetlands Pilot Program.—This program provides for the enrollment of
500,000 acres of certain wetlands and buffer acreage on a pilot basis into the CRP
during 2001 and 2002. The program will operate in Iowa, Minnesota, Montana, Ne-
braska, North Dakota, and South Dakota. Regulations will be issued in the near fu-
ture.

Biomass Pilot Projects.—Biomass pilot projects, under which CRP acres may be
harvested for biomass to be used for energy production, are authorized in up to 6
States. A notice was published on October 20, 2000, providing the opportunity for
those interested to submit an application for consideration by December 12, 2000.
An inter-agency team recently approved pilot projects in Iowa, Minnesota, New
York, and Pennsylvania.

Service Center Modernization Initiative

As part of ongoing efforts to improve service delivery, FSA has completed installa-
tion of 2,557 new AS400 computers in its field offices, replacing the aging System
36s. The AS400s permit FSA offices to have full connectivity to the USDA service
center local area network and the telecommunications infrastructure, and also en-
sure uninterrupted FSA program delivery while software applications are migrated
to a common computing environment (CCE). A fully-implemented CCE will enable
employees to take full advantage of reengineered business processes and time-sav-
ing software. Over the next year, we will continue to review our field office structure
to identify additional opportunities to improve efficiency, realize savings, and ad-
dress the growth in electronic transaction of farm business.

Fiscal Year 2002 Budget

The current 2002 CCC budget estimates largely reflect supply and demand as-
sumptions for the 2001 crop, based on October 2000 data. CCC net expenditures for
fiscal year 2002 are estimated at $13.1 billion, down nearly $7.5 billion from a level
of $20.5 billion in fiscal year 2001, and $19.2 billion below the record high of $32.3
billion in fiscal year 2000.

The net decrease in projected fiscal year 2002 CCC expenditures primarily reflects
the expiration of $4.5 billion in 2001 emergency and market loss assistance author-
ized by the Agricultural Risk Protection Act of 2000 and the 2001 Agriculture Ap-
propriations Act. Other components include decreases of about $1.4 billion in loan
deficiency payments, nearly $300 million in Section 416 ocean transportation, and
about $120 million in production flexibility contract payments.

Non-Federal county staff years are projected to decrease from 11,957 in 2001 to
11,496 in 2002 because the temporary staff years needed to carry out crop and mar-
ket loss assistance programs are expected to decline modestly. However, FSA tem-
porary staff years are expected to remain at twice the pre-farm-crisis levels of 1996
through 1998.

RISK MANAGEMENT AGENCY (RMA)

The Risk Management Agency administers the Crop Insurance Program and is
USDA’s primary organization for providing risk management services to farmers



173

and ranchers. By 2002, the Crop Insurance Program is expected to provide over $36
billion in risk protection on about 222 million acres 84 percent of the nation’s acres
planted to principal crops.

Significant reforms to the program were enacted in the Agricultural Risk Protec-
tion Act of 2000 (ARPA) which build on the increased participation levels of recent
years. Title I of the Act contains a 5-year, $7 billion dollar initiative to make higher
levels of protection more affordable and useful to producers, provide better protec-
tion to farmers suffering multi-year losses, expand risk management education op-
portunities, stimulate development of new risk management products, and improve
program integrity.

Soon after enactment of ARPA last June, RMA implemented provisions of ARPA
that lowered 2001 farmer-paid premiums, along with other changes in the program.
As a result, farmers benefitted from higher levels of protection at less cost for their
2001 crops.

Under ARPA, revenue insurance plans will be much more affordable and changes
to the Actual Production History (APH) system will help producers suffering multi-
year losses retain a reasonable amount of insurance protection. The new APH provi-
sions allow producers to substitute 60 percent of the applicable transitional county
average yield (T-yield) when their actual yields are lower than 60 percent of that
T-yield. This change can increase yield guarantees and protect producers who have
suffered multiple losses by providing more coverage while continuing to assess pre-
miums proportional with the additional risk.

RMA also acted to implement changes to the insurance fee structures required by
ARPA and amended the Standard Reinsurance Agreement with reinsured compa-
nies to lower the expense reimbursement that private insurance providers receive
for servicing catastrophic risk protection policies.

With the first wave of actions completed, RMA has begun implementing many of
the more complex and forward-reaching provisions of Title I of ARPA aimed at ex-
panding the crop insurance system, facilitating innovation, and improving program
oversight. Currently, RMA offers 114 crop insurance products to the nation’s pro-
ducers.

Recent activities and accomplishments in implementing ARPA include:

Improving Compliance and Integrity

RMA has been working closely with FSA to address training of FSA personnel,
consulting with FSA State Committees, claims audit and fraud referral procedures,
and data reconciliation. As required by ARPA, a coordinated implementation plan
was developed and signed by the Secretary on January 12, 2001, and presented to
the crop insurance industry on January 18, 2001. Joint RMA/FSA teams were then
expanded to include 23 participants from the reinsurance companies.

RMA plans to spend approximately $2.25 million in fiscal year 2001 to provide
anti-fraud and loss adjustment training to about 2,500 State and county FSA per-
sonnel. The first phase of training FSA State Office personnel in compliance and
loss adjustment procedures was held in late March. In April, the training of FSA
county personnel kicked off in several locations around the country; this training
will continue through June, 2001. In fiscal year 2002, training will continue with
updating of information and re-certification of participants.

The team set up to develop internal communications and coordinate procedures
for the two agencies met with FSA State Committees in late January, and developed
the reporting processes and procedures to follow when consulting on RMA crop in-
surance policies and procedures. These procedures were developed into a handbook
that was distributed in April and is available for viewing on FSA and RMA web-
sites.

In the data mining area, RMA entered into a contract with Tarleton State Univer-
sity to develop systems and technologies to identify indicators of waste, fraud, and
abuse. Once the data mining capability is implemented, RMA field offices and FSA
county offices will be able to forward potential fraud, waste, and abuse issues to in-
vestigative offices. Data management technologies will make compliance verification
more accurate, efficient, and timely, thus allowing RMA to oversee a greatly ex-
panded program. In April, strategies were developed for data reconciliation.

To reduce losses through the intentional filing of false or inaccurate claims with
the Federal Crop Insurance Corporation (FCIC), Congress has encouraged extensive
use of administrative sanctions available through ARPA and other statutes. New
data management and referral processes, investigative capabilities, and cooperative
efforts with reinsurance companies provide additional resources for identifying po-
tential sanctions and closing cases. ARPA also adds new categories to the sanctions
list. Third party program abusers, such as elevator operators, could not be reached
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under previous sanctions authorities. Administrative sanctions provide an effective
and direct way for FCIC to take action against program abusers.

Research and Development

RMA is currently implementing a number of changes in line with ARPA require-
ments for greater use of private sector expertise in developing new risk manage-
ment tools.

The agency has awarded four contracts to help develop new insurance plans for
currently insured crops, as well as new crop policies and new types of risk manage-
ment programs. The contractors will help develop new products using these ten-
tative priorities: Pasture, Rangeland and Forage Program feasibility study; Cost of
Production Pilot Program; Revenue Coverage Plans study; Multi-Year Coverage
study; California Fresh Vegetables; Cotton Quality Adjustment; Cotton Boll Weevil
Eradication study; Tropical Crops and Trees; Coverage for Direct-Marketed Crops;
Organic Crops study; and Silage Sorghum Program (insurance of dual-purpose sor-
ghum harvested as silage). RMA also has a cooperative agreement with the Univer-
sity of Alaska Fairbanks Agricultural and Forestry Experiment Station to conduct
initial research into the feasibility of developing a risk management strategy for
wild sockeye salmon that addresses the economic needs of Bristol Bay fishermen.

New Pilot Programs

A Raspberry/Blackberry Crop Insurance Pilot Program will be implemented effec-
tive with the 2002 crop year in 7 counties in California, Oregon, and Washington.

Should the study on wild sockeye salmon indicate that it is indeed feasible to de-
velop an insurance product addressing the economic needs of Alaskan fishermen, de-
velopment will begin in fiscal year 2002.

A Livestock Risk Protection Program has been developed by a private insurance
company and presented to the FCIC Board; approval is pending further develop-
ment..

Education and Risk Management Assistance

To expand risk management education and provide special emphasis to under-
served regions, RMA is funding producer education initiatives through the Coopera-
tive State Research, Education, and Extension Service on the full range of risk man-
agement activities. These include futures, options, agricultural trade options, crop
insurance, cash forward contracting, debt reduction, production diversification, farm
resources risk reduction, and other risk management strategies.

With input from regional universities, State departments of agriculture, grower
organizations, crop insurance and farm credit businesses, and other USDA offices,
RMA is implementing a 5-year strategic plan and one-year action plan outlining the
direction and focus of risk management education plans and activities for 15 under-
served States. The program will be delivered primarily through these private part-
ners, allowing RMA to leverage Federal funding with the resources and local exper-
tise of these groups. A key initial focus is encouraging the use of the Adjusted Gross
Revenue (AGR), or “whole farm” insurance in these areas. As of April 13, approxi-
mately 150 AGR policies have been sold in 11 under-served Northeast States.

In addition, RMA is implementing plans which target producers of specialty crops
and under-served commodities. RMA continues to partner with public and private
sector organizations which have the capacity to reach these producers with local
level educational programs such as workshops and training sessions. During fiscal
year 2000, 30,095 producers attended 858 RMA-coordinated risk management edu-
cation sessions offered throughout the nation. For fiscal year 2001, it is estimated
that 50,000 producers will attend 1,500 planned risk management education ses-
sions to be held across the country for targeted producers and education partners.

Options Pilot Program

RMA announced a major expansion of the Dairy Options Pilot Program (DOPP),
the innovative cost-sharing program that helps dairy farmers put a “floor” under the
price they receive for milk using the options markets. USDA subsidizes both pre-
miums and brokerage fees for participating dairy farmers. USDA will spend about
$24 million over the next 2 years expanding this program from 61 counties to 300
counties in 39 States.

Rounds I and II of DOPP have been completed and Round III will be conducted
in fiscal year 2001. It is estimated that in Round III, which will include counties/
States from Rounds I and II, plus an additional 176 counties, 14,000 producers will
participate in the training and purchase an estimated 6,000 milk Put options.
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Electronic Availability of Crop Insurance Information

RMA has received from each of the insurance providers the required E-business
Implementation plan in response to the Freedom to E-File Act. These plans are cur-
rently being reviewed and evaluated.

Improved Storage & Management of Livestock and Poultry Waste

RMA is in the process of finalizing a cooperative agreement with America’s Clean
Water Foundation to study market-based mechanisms to assist producers with im-
proved storage and management of livestock and poultry waste. The estimated $1.7
million study will describe livestock and poultry handling and storage systems, fail-
ures in these systems and associated costs. The study also will identify existing
market-oriented mechanisms that may be applied to assist producers to better man-
age the handling and storage of animal waste, and mitigate the environmental dam-
ages caused by system failures.

Management of Corporation

ARPA restructured the composition of the FCIC Board of Directors, increased
Board membership from 7 to 10, established a term of office, and required the ap-
pointment of 6 private sector members.

ARPA also requires the Board to establish procedures for use in reviews of poli-
cies, plans of insurance, and related materials by independent reviewers and to con-
tract with at least 5 persons to review each program. New products under review
and Board consideration include a Livestock Risk Protection Program, a Timber
Crop Coverage Program, and a Group Risk Protection Program. The Board also di-
rected FCIC to conduct a study of localized prevented planting problems and to de-
velop guidelines and proposed modifications to existing prevented planting provi-
sions.

Administrative and Operating Expenses

In fiscal year 2002, discretionary account expenses are estimated to increase by
$9.3 million from the fiscal year 2001 level of $65.5 million. The increase includes
$7.9 million for improvements in information technology systems, such as data min-
ing, e-commerce, and data storage. These changes are needed to meet RMA’s chang-
ing responsibilities resulting from the implementation of ARPA, particularly with
regard to improved compliance and Internet applications for producers to purchase
crop insurance on-line.

FCIC Fund

The fiscal year 2002 budget for the FCIC Fund proposes an estimated $232.3 mil-
lion increase in program spending over the fiscal year 2001 estimate of $2.8 billion.

Premium subsidy is expected to increase to $1.9 billion due, in part, to an esti-
mated increase in participation. The increase in premium subsidy, of which $190.2
million of the increase is for CAT and $1.7 billion is for additional coverage, will
enable us to provide producers a more cost-effective means of managing their risk.

Delivery expenses or administrative and operating expense reimbursements pro-
vided to approved insurance providers, are based on 24.5 percent of the estimated
total premium for most non-CAT policies for fiscal year 2002 in accordance with the
Agricultural Research, Extension, and Education Reform Act of 1998. As a result
of increased total premium, RMA anticipates delivery expenses will amount to
$677.8 million, compared with the fiscal year 2001 estimate of $461.2 million. The
increase reflects increased program participation.

The fiscal year 2002 mandatory funding for ARPA initiatives is $58 million, a de-
crease of $9.5 million below the fiscal year 2001 estimates. The $58 million includes
$3.5 million for improving program compliance and integrity; $30 million for re-
search and development; $11 million for pilot programs for livestock and wild salm-
on; $10 million for education and risk management assistance, and $3.5 million for
policy consideration and implementation.

FOREIGN AGRICULTURAL SERVICE (FAS)

The Foreign Agricultural Service administers a variety of export promotion, food
assistance and foreign market development programs. The FAS mission is to serve
U.S. agriculture’s international interests by expanding export opportunities for U.S.
agricultural, fish, and forest products and promoting world food security.

U.S. Trade Prospects

U.S. agricultural exports rebounded to $50.9 billion in fiscal year 2000, an in-
crease of $1.7 billion over 1999. FAS expects this trend to continue in fiscal year
2001, with agricultural exports forecast to reach $53 billion, up $2.1 billion over
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2000. Much of the gain is expected in Asia, as that region’s economies continue to
improve from the financial crisis of 1997-99. Export prospects are promising in both
value and volume terms for most major commodities, including corn, wheat, soy-
beans, soybean meal, livestock products, and horticultural products.

FAS Program Activities

To support the goal of expanding export opportunities for our nation’s producers
and agribusinesses, FAS continues to use long-standing export programs vigorously.
For example, the export credit guarantee programs facilitated sales of more than $3
billion in U.S. agricultural products last year.

The GSM-102 program helped U.S. exporters register sales of more than $400
million to Indonesia despite that country’s economic uncertainties. The program
helped U.S. exporters continue to develop markets in the Andean region, with U.S.
sales of over $122 million worth of feed grains and $100 million of wheat.

The GSM-103 program helped U.S. exporters sell over $13 million worth of wheat
to Jordan and to re-enter the grain market in Tunisia with sales of $9 million.

The Supplier Credit Guarantee Program was used for the first time by importers
in West Africa and Central America, resulting in sales of over $18 million to buyers
in the West Africa Region, and about $14.5 million to buyers in Central America.

The first guarantee was issued under the Facility Guarantee Program for a
project to improve a grain elevator in the port of Veracruz, Mexico. When this
project is completed, the facility will increase its capacity to import bulk grains from
5,000 to 20,000 tons per hour. It is expected to handle nearly 19 million tons of
grain between 2000 and 2004, with about 87 percent of it coming from the United
States.

With the aid of the Dairy Export Incentive Program (DEIP), U.S. exporters sold
more than 95,000 tons of dairy products in fiscal year 2000. The Commodity Credit
Corporation awarded more than $78 million in bonuses to help U.S. dairy exporters
meet prevailing world prices and develop foreign markets.

Use of the Export Enhancement Program was limited in 2000 because of market
conditions, with bonuses of about $1.6 million awarded for sales of more than 2,500
tons of frozen poultry.

We continue to stress the importance of market development. In 2000, FAS allo-
cated $90 million to 65 U.S. trade organizations, State regional groups, and coopera-
tives for export promotion activities under the Market Access Program (MAP), and
allocated $27.5 million to 25 trade organizations under the Foreign Market Develop-
ment (FMD) program.

FAS introduced 735 Cochran Fellows from over 75 countries to U.S. products and
policies in 2000. These Fellows met with U.S. agribusiness; attended trade shows,
policy and food safety seminars; and received technical training related to market
development. The Cochran Fellowship Program provides USDA with a unique op-
portunity to educate foreign governments and private sectors not only about U.S.
products, but also about U.S. regulations and policies on critical issues such as food
safety and biotechnology.

On the trade policy front, USDA works to open, expand, and maintain markets
for U.S. agriculture. FAS was a key player in the successful launch of negotiations
in March 2000 to further liberalize global agricultural trade under the World Trade
Organization (WTO). In June 2000, the United States presented its comprehensive
proposal to establish a framework for the new agricultural negotiations.

FAS continues to monitor aggressively foreign countries’ compliance with Uruguay
Round Agreement commitments. In calendar year 2000, the United States raised
significant compliance issues with other WT'O members, addressing policies that af-
fected about $450 million in U.S. agricultural trade.

To support both our export mission and our food security mission, FAS has used
food1 ;id to move commodities from the U.S. marketplace to needy people around the
world.

Over the past two years (Fiscal Year 1999 and fiscal year 2000 food aid pro-
grams), FAS programmed more than 12 million metric tons in food aid to help feed
millions of hungry people in more than 80 countries around the world—from the un-
precedented assistance package for Russia to food relief for Kosovo refugees, famine
victims in North Korea, and hurricane victims in Central America and the Carib-
bean. Total U.S. contributions accounted for more than 75 percent of total global
emergency food aid to the Horn of Africa this past year, helping to avert large-scale
starvation.

Under the authority of section 416(b) of the Agricultural Act of 1949, as amended
(Section 416), the Commodity Credit Corporation (CCC) donated about $500 million
worth of commodities in fiscal year 2000, including about 2.6 million tons of wheat
and wheat products, 168,000 tons of corn, 141,000 tons of rice, 130,000 tons of soy-
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bean oil, and 26,000 tons of dry milk. These U.S. surpluses were put to good use,
helping to relieve hunger and suffering abroad.

Concessional sales under Public Law 480, Title I, totaled about 1 million metric
tons in fiscal 2000, including 500,000 metric tons of U.S. corn, 163,000 tons of soy-
bean meal, more than 150,000 tons of wheat, and 135,000 tons of rice, among other
products. These commodities, valued at an estimated $157 million, went to eight
countries. Another 413,000 tons of various U.S. commodities were donated to 12
countries under the Food for Progress program, with Title I-funded Food for
Progress donations accounting for almost two-thirds of this tonnage.

In addition, FAS has undertaken a pilot Global Food for Education (GFE) Initia-
tive. Under this year’s $300 million pilot, USDA is donating approximately 630,000
metric tons of surplus U.S. agricultural commodities for use in school feeding and
pre-school nutrition projects in 38 developing countries. School feeding programs
help will reach 9 million children, using donated corn, rice, soybeans, soybeans and
vegetable oil, wheat products and nonfat dry milk.

In addition to food aid activities, FAS continues to serve as the coordinator for
the U.S. Government’s food security committee. Last September, the agency issued
a national food security progress report that outlines how the United States is work-
ing to address our international and domestic food security goals.

Priorities for 2001 and 2002

Faced with competing demands for budgetary resources, a strong U.S. dollar and
continued aggressive spending on market promotion by our competitors, USDA must
redouble its efforts to improve the outlook for U.S. agricultural exports.

Topping the list of priorities for this year is moving forward in the multilateral
trade negotiations on agriculture under the WTO. As part of the negotiating process,
the U.S. must engage the developing world in the creation and implementation of
appropriate trading rules and guidelines. This undertaking will take time, but it
will be worth the investment. These countries represent our future growth markets.
If we are to realize our goal of liberalizing trade through multinational bodies such
as the WTO, we cannot ignore the concerns of developing countries, which make up
the majority of WT'O members.

FAS will continue to work with the countries that would like to join the WTO.
While membership in the WTO is a high priority, we will continue to insist that
these accessions be made on commercially viable terms that provide trade and in-
vestment opportunities for U.S. agriculture. This means that acceding countries,
such as China, will need to implement trade policies and regulations that are fully
consistent with WTO rules and obligations.

Another important area of work for FAS is the negotiation to establish the Free
Trade Area of the Americas (FTAA). The FTAA is intended to be a comprehensive
free trade agreement between the 34 democracies in the Western Hemisphere. Ne-
gotiations began in 1998 and are expected to conclude by 2005. By concluding the
FTAA, the U.S. will gain liberalized access to a region of 675 million people with
a combined consumer buying power of $1.5 trillion.

FAS also is actively participating in the Asia Pacific Economic Cooperation
(APEC) forum. Asia represents an important market for U.S. agriculture, and FAS
is working with other APEC members to promote economic policies in the region to
moderate economic shocks like the Asian economic crisis of 1997-98. We expect
APEC to serve as the launching point for promoting continued trade liberalization
within the region and in the WTO.

Another priority is how we deal with the trade issues surrounding products pro-
duced through biotechnology. Today’s market environment for biotech products is
unsettled. The demand by some users for non-biotech commodities only, the result-
ing calls for segregation by some handlers, and the indications that premiums and
discounts may be appearing for non-biotech vs. biotech commodities are bound to
have an effect on farmers’ planting decisions.

This issue is likely to be a dominant one for U.S. agriculture in the immediate
years ahead, whether in the WTO or in our bilateral relationships with customer
and competitor nations alike. Our focus will be in making sure that biotech approval
regimes, wherever they exist, are transparent, timely, predictable, and science-
based.

FAS also will be working to improve the way we carry out our market develop-
ment programs. The agency is currently in the process of refining its global mar-
keting strategy that will target markets that offer the most growth opportunity.
This will require a thorough evaluation of the U.S. opportunities and challenges in
those markets, and close coordination with private industry partners. In the next
10 years, the growth markets are likely to be the developing countries in Asia (espe-
cially China and South East Asia, and possibly India) and Latin America. Gaining
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market share in these high-growth markets is the most effective way to increase
market share globally.

The global marketing strategy is also instrumental in the agency’s ongoing review
of overseas office locations and staffing. FAS is committed to strengthening overseas
staffing to ensure that the United States is positioned to take advantage of the mar-
ket opportunities created by market access initiatives as well as new opportunities
offered by emerging growth markets.

Alleviating hunger and malnutrition in the world also presents a significant chal-
lenge. The global marketing strategy includes identifying the food security chal-
lenges that currently exist and are likely to emerge over the next decade. FAS will
gon(‘icinuedto use USDA’s food aid programs to help developing countries meet their

ood needs.

Administrative and Operating Expenses

The fiscal year 2002 budget proposes a funding level of $125.8 million for FAS.
This represents an increase of $6.4 million from this fiscal year and supports several
important agency initiatives.

First, in order to strengthen the agency’s market intelligence capabilities at our
overseas posts, $2.7 million is requested to provide additional support in 14 overseas
locations where workload demands have become acute, including China, the Phil-
ippines, Colombia, Argentina, Thailand, and Turkey. This action will enable FAS to
focus on the government policies and issues that can affect the competitiveness of
U.S. exports, particularly competitor activities within that market, host country
compliance with trade rules, and the formation of cooperative links for the upcoming
WTO trade round.

An additional $750,000 and 10 additional staff years are requested to improve
FAS’ ability to address and resolve technical trade issues. Technical trade issues,
such as those related to food safety and biotechnology, have become the fastest
growing and most sensitive trade issues in U.S. agriculture today. FAS is respon-
sible for assuring regulatory actions taken by our trading partners do not impede
our exports and comply with the WTO sanitary and phytosanitary disciplines.

Export Programs

For export programs, the fiscal year 2002 budget includes the following:

Export Credit Guarantee Programs.—The budget includes a projected overall pro-
gram level of $3.9 billion for export credit guarantees in fiscal year 2002. As in pre-
vious years, the budget estimates reflect actual levels of sales expected to be reg-
istered under the programs rather than authorized program levels. Of the total pro-

am level, $3.4 billion will be made available under the GSM-102 program and

100 million will be made available under the GSM-103 program. For supplier cred-
it guarantees, the budget includes an estimated program level of $330 million and
an estimated program level of $95 million for facility financing guarantees.

Foreign Market Development.—The fiscal year 2002 budget includes CCC funding
of $27.5 million for the Foreign Market Development (Cooperator) Program and $2.5
million for the Quality Samples Program, both unchanged from this year. Under the
Quality Samples Program, samples of U.S. agricultural products are provided to for-
eign importers in order to overcome trade and marketing barriers. This program is
carried out through commodity organizations and agricultural trade associations.

Market Access Program (MAP).—The budget provides funding for MAP in 2002 at
the maximum authorized level of $90 million, unchanged from fiscal year 2001.
Under MAP, CCC funds are used to reimburse participating organizations for a por-
tion of their costs of carrying out overseas marketing and promotional activities.

Public Law 480.—For fiscal year 2002, the budget includes a total program level
for all titles of Public Law 480 food assistance of $995 million, which is expected
to provide approximately 2.7 million metric tons of commodity assistance. In the
case of Public Law 480 Title I credit sales, appropriated funding has been continued
at the fiscal year 2001 level. However, the Title I credit level is reduced due to high-
er estimated subsidy costs for the program which result from changes in assumed
county allocations and financial terms.

Export Enhancement Program (EEP).—World supply and demand conditions have
limited EEP programming in recent years. However, the fiscal year 2002 budget
does include a program level of $478 million for the EEP, the maximum level au-
thorized, and the awarding of EEP bonuses can be resumed whenever market condi-
tions warrant.

Dairy Export Incentive Program (DEIP).—The budget assumes a DEIP program
level of $42 million for fiscal year 2002, slightly above the fiscal year 2001 estimate
of $34 million. These levels are reduced from those of recent years. A major factor
in the decline is the sharp drop since 1999 in the average subsidy rate for nonfat
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dry milk, the largest category of dairy products exported under DEIP. This develop-
ment reflects higher world prices for nonfat dry milk and greater competitiveness
for U.S. product in world markets.

The future offers continued opportunity for expansion of U.S. agricultural exports
and trade. Strengthening our ability to compete globally has the direct payoff of in-
creasing farm incomes and supporting rural economies.

Mr. Chairman, this concludes my statement. I will be glad to answer any ques-
tions.

PREPARED STATEMENT OF PHYLLIS W. HONOR

Mr. Chairman and members of the Subcommittee, I am pleased to testify in sup-
port of the President’s fiscal year 2002 budget for the Risk Management Agency
(RMA). The first year of the new millennium was a very good one for RMA and the
farmers we serve. During it, we provided farmers approximately $34.3 billion of pro-
tection on nearly 205 million acres through 1.3 million policies. Loss payments to
hard hit farmers totaled almost $2.5 billion. Further, with crop insurance guaran-
teeing a minimum, farmers across the nation were able to obtain operating loans
and market their crops more aggressively.

Building upon the increased levels of participation in recent years—Congress
passed the Agricultural Risk Protection Act of 2000 (ARPA). Title I of that law con-
tains a five-year, $7 billion initiative to make higher levels of protection more af-
fordable and useful to producers, provide better protection to farmers suffering
multi-year losses, expand risk management education opportunities, stimulate de-
velopment of new risk management products, and improve program integrity.

Within days of enactment last June, RMA issued a package of administrative ac-
tions that lowered 2001 farmer-paid premiums and implemented other key provision
of the new legislation. Most of these changes were finalized by RMA before the June
30 contract change date for fall-planted crops. As a result, farmers planting crops
last fall immediately benefitted from higher levels of protection at less cost.

Under ARPA, revenue insurance plans will be much more affordable because pre-
mium subsidy now applies to both yield and price risks covered by the policy. Prior
to the new law, producers paid 100 percent of the rate associated with the price.
Further, changes to the Actual Production History (APH) system will help producers
suffering multi-year losses retain a reasonable amount of insurance protection. The
new APH provisions allow producers to substitute 60 percent of the applicable tran-
sitional (county average) yield (T-yield) when their actual yields are lower than 60
percent of that T-yield. This change can increase yield guarantees and protect pro-
ducers who have suffered multiple losses by providing more coverage while con-
tinuing to assess premiums proportional with the additional risk.

RMA also acted to implement changes to the insurance fee structures required by
ARPA and amended the Standard Reinsurance Agreement to lower the expense re-
imbursement that private insurance providers receive for servicing catastrophic risk
protection policies.

With the first wave of actions completed, we have begun implementing many of
the more complex and forward-reaching provisions of Title I aimed at expanding the
crop insurance system, facilitating innovation, and improving program oversight.
Some of these will unfold over the next several months, some over the next several
years. Today, I would like to highlight our recent progress in implementing ARPA.

—Improving Program Integrity.—RMA has been working closely with the Farm

Service Agency (FSA) to address training of FSA personnel, consultation with
FSA State Committees, claims audit, fraud referrals, and data reconciliation.
Five teams were developed to resolve operational details—they focused their
tasks on developing internal communications and procedures for the two agen-
cies to work together at the field level. As required by ARPA, a Coordinated
Plan for Implementation was developed and signed by Secretary Glickman on
January 12, 2001, and presented to the crop insurance industry on January 18,
2001. The teams were then expanded to include insurance company partici-
pants.

—RMA plans to spend approximately $2.25 million over the next year to pro-
vide anti-fraud and loss adjustment training to about 2,500 county and State
FSA personnel. RMA compliance and oversight training began in late March,
and included review of the Consultation, Referrals, and Claims Audit proce-
dures. These procedures were developed into a handbook that will be distrib-
uted in April.

—In the data mining area, RMA entered a $5 million contract with Tarleton
State University to develop systems and technologies to identify indicators of
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waste, fraud, and abuse. Once the data mining capability is implemented, RMA
field offices and FSA county offices will be able to forward potential fraud,
waste, and abuse cases to investigative offices. The data management tech-
nologies will allow RMA to easily query over 25 million records to assess the
need for individual analysis. Data mining will make compliance verification
more accurate, efficient, and timely, thus allowing RMA to oversee a greatly ex-
panded program.

—Research and Development.—RMA is currently implementing changes in pro-
gram development required by ARPA. The bill requires the research and devel-
opment of new risk management programs through partnerships and contracts.
A comprehensive training program has been set in motion to provide a series
of classes on contracting skills. These classes will give RMA staff needed infor-
mation and skills to move forward in developing contract vehicles to implement
ARPA. RMA is also working to retool its workforce and equip them with the
knowledge and skills necessary to be successful in the new culture and way of
doing business.

—The training that has been provided to date has already had significant im-
pact on RMA’s ability to accomplish tasks via contract. For example, RMA
awarded four contracts to help develop new plans of crop insurance for cur-
rently insured crops, new crop policies, and new types of risk management pro-
grams. The contractors selected will help develop new products using these ten-
tative priorities: Pasture, Rangeland and Forage Program, Cost of Production
Policy, Revenue Coverage Plans (report), Multi-Year Coverage (report), Cali-
fornia Fresh Vegetables, Cotton Quality Adjustment, Cotton Boll Weevil Eradi-
cation (study), Tropical Crops and Trees, Coverage for Direct-Marketed Crops,
Organic Crops (report), and Silage Sorghum Program (insurance of dual-pur-
pose sorghum harvested as silage).

—Dairy Options Pilot Program (DOPP).—RMA announced a major expansion of
DOPP, the innovative cost-sharing program that helps dairy farmers put a
“floor” under the price they receive for milk using the options markets. USDA
subsidizes both premiums and brokerage fees for participating dairy farmers.
USDA will spend about $24 million over the next two years expanding this pro-
gram. The program will expand from 61 counties to 300 counties in 39 States.
A full list of participating counties is available at www.rma.usda.gov.

—Education and Risk Management Assistance.—ARPA provisions include expand-
ing risk management education and providing special emphasis to under-served
regions. To comply with the requirements of ARPA, RMA provided $5 million
to the Cooperative State Research, Education, and Extension Service this spring
for the purpose of educating agricultural producers about the full range of risk
management activities. These activities include futures, options, agricultural
trade options, crop insurance, cash forward contracting, debt reduction, produc-
tion diversification, farm resources risk reduction, and other risk management
strategies.

—With input from regional universities, State departments of agriculture,
grower organizations, crop insurance and farm credit businesses, and other
USDA offices, RMA developed, and is currently implementing, a five-year stra-
tegic plan and one-year action plan outlining the direction and focus of risk
management education plans and activities for 15 under-served States. The pro-
gram will be delivered primarily through these private partners, allowing RMA
to leverage the effectiveness of Federal funding with the unique resources and
local expertise of these groups. A key initial focus was on encouraging the use
of the Adjusted Gross Revenue, or “whole farm” insurance in these areas. The
announcement by Secretary Glickman of the following 15 under-served States
allowed RMA to hit the ground running. The under-served States include:
Maine, Vermont, New Hampshire, Massachusetts, Rhode Island, Connecticut,
New York, New Jersey, Pennsylvania, Maryland, Delaware, West Virginia, Ne-
vada, Utah, and Wyoming.

—In addition, RMA has developed one-year action and five-year strategic
plans which target producers of specialty crops and under-served commodities.
RMA has and continues to partner with public and private sector organizations
who have the capacity to reach these producers with local level educational pro-
grams such as workshops and training sessions.

ADMINISTRATIVE AND OPERATING (A&O) EXPENSES

Discretionary account expenses are estimated to increase by $9.3 million from the
fiscal year 2001 level of $65.5 million. This increase includes $2.8 million for data
mining, data warehousing, and other data management technologies to increase
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compliance and integrity of the crop insurance program; $1.8 million for training
and travel costs related to increased and revised responsibilities of RMA personnel;
$1.6 million for public information and civil rights activities aimed at increasing
participation in the crop insurance program of women and minorities, and ensuring
that under-served and socially disadvantaged producers have full access to RMA
programs; $1.7 million for information technology data systems to meet additional
and increasing demands of the ARPA requirements; and $1.4 million for pay costs,
of which $351,000 is for the annualization of the fiscal year 2001 pay raise and $1.1
million is for the anticipated fiscal year 2002 pay raise.

FCIC FUND

The fiscal year 2002 budget for the FCIC Fund proposes an estimated $232.3 mil-
lion increase in program spending over the fiscal year 2001 estimate of $2.8 billion.

Premium subsidy is expected to increase by $190.2 million due, in part, to an esti-
mated increase in participation. The premium subsidy provided by the Federal gov-
ernment ranges from 38 to 67 percent, depending on coverage levels. The govern-
ment pays 100 percent of the catastrophic coverage (CAT) premium. The $1.9 billion
in premium subsidy, of which $232.2 million is for CAT and $1.7 billion is for addi-
tional coverage, assists in providing producers a cost-effective means of managing
their risk.

Delivery expenses, or administrative and operating expense reimbursements pro-
vided to approved insurance providers, are based on 24.5 percent of the estimated
total premium for most non-CAT policies in fiscal year 2002 in accordance with the
Agricultural Research, Extension, and Education Reform Act of 1998. As a result
of increased total premium, RMA anticipates delivery expenses in the amount of
$677.8 million, compared with the fiscal year 2001 estimate of $461.2 million.

RMA also expects excess losses, which are based on calculations of increased pre-
mium and program losses, to increase by $48 million to a level of $408 million. This
estimate supports a loss ratio of 1.075 and is authorized under the appropriation
language “such sums as may be necessary.” Without these funds, which directly
support the mission and goal of the Agency, FCIC would be unable to fully fund
expected indemnities, thereby weakening producers’ safety net.

The fiscal year 2002 budget assumes $58 million to fund ARPA initiatives. The
$58 million includes funds for: improving program compliance and integrity ($3.5
million), research and development ($30 million), pilot programs for livestock and
wild salmon ($11 million), education and risk management assistance ($10 million),
and policy consideration and implementation ($3.5 million).

CONCLUSION

Congress first authorized Federal crop insurance in the 1930s along with other
initiatives to help agriculture recover from the combined effects of the Great Depres-
sion and the Dust Bowl. FCIC was created in 1938 to carry out the program and,
initially, was started as an experiment. Crop insurance activities were mostly lim-
ited to major crops in the main producing areas.

Within the past decade, covered acres have increased from 80 million to over 200
million, from one insurance product to dozens, from a few crops to approximately
120. The program has nearly quadrupled in size. In 1999 and 2000, insurers quickly
and efficiently paid out in excess of $4.8 billion to cover losses of farmers.

At the same time RMA is directing a growing program, we are dramatically
changing the way in which we bring new products to market, conduct outreach, and
provide oversight. The ARPA has improved the program’s ability to be a broad and
effective means for producers to manage their production risk. RMA has responded
deliberately and methodically to this challenge, and we believe we are well on track
to implement the new provisions in a timely and farmer-friendly way. We are com-
mitted to providing producers with effective crop insurance coverage at an afford-
able price. Crop Insurance is one of the tools of a farm safety net that can best help
farmers deal with the changing nature of agriculture in the 21st century.

We appreciate your continued support as we transform our Agency and our pro-
grams to better serve the risk management needs of the American farmer.

PREPARED STATEMENT OF MATTIE R. SHARPLESS, ACTING ADMINISTRATOR, FOREIGN
AGRICULTURE SERVICE

Mr. Chairman, members of the Subcommittee, I appreciate the opportunity to re-
view the work of the Foreign Agricultural Service (FAS) and to present the Presi-
dent’s budget request for FAS programs for fiscal year 2002.
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U.S. Trade Prospects

U.S. agricultural exports rebounded to $50.9 billion in fiscal year 2000, an in-
crease of $1.7 billion over 1999. FAS expects this trend to continue in fiscal year
2001, with agricultural exports forecast to reach $53 billion, up $2.1 billion over fis-
cal year 2000. Much of the gain is expected in Asia, as that region’s economic
growth continues to rebound from the financial crisis of 1997-99. Export prospects
are promising in both value and volume terms for most major commodities, includ-
ing corn, wheat, soybeans, soybean meal, livestock products, and horticultural prod-
ucts.

The FAS mission remains constant: we are committed to expanding export oppor-
tunities for U.S. agricultural, fish, and forest products, and to helping in the allevi-
ation of world hunger and food insecurity. Given today’s budgetary environment,
these goals must be accomplished through better public/private sector collaboration,
strategic planning, greater use of technology, and resource management.

FAS Program Activities

To support our goal of expanding export opportunities for U.S. agricultural, fish,
and forest products, we continue to use our long-standing export programs vigor-
ously. For example, the export credit guarantee programs facilitated sales of more
than $3 billion in U.S. agricultural products last year. The GSM-102 program
helped U.S. exporters register sales of more than $400 million to Indonesia despite
that country’s economic uncertainties. The program helped U.S. exporters continue
to develop markets in the Andean region, with U.S. sales of over $122 million worth
of feed grains and $100 million of wheat. The GSM-103 program helped U.S. ex-
porters sell over $13 million worth of wheat to Jordan and to re-enter the grain
market in Tunisia with sales of $9 million. The Supplier Credit Guarantee Program
was used for the first time by importers in West Africa and Central America, result-
ing in sales of over $18 million to buyers in the West Africa Region, and about $14.5
million to buyers in Central America. The first guarantee was issued under the Fa-
cility Guarantee Program for a project to improve a grain elevator in the port of
Veracruz, Mexico. When this project is completed, the facility will increase its capac-
ity to import bulk grains from 5,000 to 20,000 tons per hour. It is expected to handle
nearly 19 million tons of grain between fiscal year 2000 and fiscal year 2004, with
about 87 percent of it coming from the United States.

With the aid of the Dairy Export Incentive Program (DEIP), U.S. exporters sold
more than 95,000 tons of dairy products in fiscal year 2000. The Commodity Credit
Corporation awarded more than $78 million in bonuses to help U.S. dairy exporters
meet prevailing world prices and develop foreign markets. Use of the Export En-
hancement Program was limited in 2000 because of market conditions, with bonuses
of about $1.6 million awarded for sales of more than 2,500 tons of frozen poultry.

We continue to stress the importance of market development. In 2000, we allo-
cated $90 million to 65 U.S. trade organizations, State regional groups, and coopera-
tives for export promotion activities under the Market Access Program (MAP), and
allocated $27.5 million to 25 trade organizations under the Foreign Market Develop-
ment (FMD) program.

The Cochran Fellowship Program provides USDA with a unique opportunity to
educate foreign governments and private sectors, not only about U.S. products, but
also about U.S. regulations and policies on critical issues such as food safety and
biotechnology. FAS introduced 735 Cochran Fellows from over 75 countries to U.S.
products and policies in 2000. These Fellows met with U.S. agribusinesses; attended
trade shows, policy and food safety seminars; and received technical training related
to market development.

On the trade policy front, USDA works to open, expand, and maintain markets
for U.S. agriculture. FAS was a key player in the successful launch of negotiations
in March 2000 to further liberalize global agricultural trade under the World Trade
Organization (WTO). In June 2000, the United States presented its comprehensive
proposal to establish a framework for the new agricultural negotiations. In June
2000, the United States tabled a credible and well-received comprehensive proposal
which called for the substantial reduction of tariffs and trade-distorting domestic
support, and the elimination of export subsidies.

FAS continues to monitor aggressively foreign countries’ compliance with Uruguay
Round Agreement commitments. In calendar year 2000, the United States raised
significant compliance issues with other WT'O members, addressing policies that af-
fected about $450 million in U.S. agricultural trade.

To support both our export mission and our food security mission, we have used
food1 ;id to move commodities from the U.S. marketplace to needy people around the
world.
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Over the past two years (fiscal year 1999 and fiscal year 2000 food aid programs),
FAS programmed more than 12 million metric tons in food aid to help feed millions
of hungry people in more than 80 countries around the world—from the unprece-
dented assistance package for Russia to food relief for Kosovo refugees, famine vic-
tims in North Korea, and hurricane victims in Central America and the Caribbean.
Total U.S. contributions accounted for more than 75 percent of total global emer-
gency food aid to the Horn of Africa this past year, helping to avert large-scale star-
vation.

Under the authority of Section 416(b) of the Agricultural Act of 1949, as amended
(Section 416), the Commodity Credit Corporation (CCC) donated about $500 million
worth of commodities in fiscal year 2000, including about 2.6 million tons of wheat
and wheat products; 168,000 tons of corn; 141,000 tons of rice; 130,000 tons of soy-
bean oil; and 26,000 tons of non-fat dry milk. These U.S. surpluses were put to good
use, helping to relieve hunger and suffering abroad.

Concessional sales under Public Law 480, Title I, totaled about 1 million metric
tons in fiscal year 2000, including 500,000 metric tons of U.S. corn; 163,000 tons
of soybean meal; more than 150,000 tons of wheat; and 135,000 tons of rice, among
other products. These commodities, valued at an estimated $157 million, went to
eight countries. Another 413,000 tons of various U.S. commodities were donated to
12 countries under the Food for Progress program, with Title I-funded Food for
Progress donations accounting for almost two-thirds of this tonnage.

In addition, we have undertaken a pilot Global Food for Education (GFE) Initia-
tive. This year, USDA is donating approximately 630,000 metric tons of surplus U.S.
agricultural commodities for use in school feeding and pre-school nutrition projects
in developing countries. School feeding programs help assure that children attend
and remain 1n school, improve childhood development and achievement, and thereby
contribute to more self-reliant, productive societies.

In addition to our food aid activities, FAS continues to serve as the coordinator
for the U.S. Government’s food security committee. Last September, we issued a na-
tional food security progress report that outlines how the United States is working
to address our international and domestic food security goals.

Priorities for fiscal year 2001 and fiscal year 2002

Faced with competing demands for budgetary resources, a strong U.S. dollar and
continued aggressive spending on market promotion by our competitors, we must re-
double our efforts to improve the outlook for U.S. agricultural exports. For this year,
we plan to continue to:

—Pinpoint constraints to exports of U.S. agricultural, fish, and forest products;

—Work to remove trade barriers and trade-distorting practices;

—Safeguard U.S. agricultural interests by advocating strongly U.S. policies in the
international community;

—Help producers, processors, and exporters to strengthen their export knowledge
and skills;

—Ensure that the U.S. farm, forest and fishery sectors have timely and complete
intelligence about emerging market opportunities;

—Inform foreign buyers about the superior quality and reliable quantities of agri-
cultural products offered by U.S. producers, and educate them about how to lo-
cate U.S. products;

—Usie our export credit guarantee programs to reach new customers for U.S. agri-
culture;

—Use our food aid authorities to help hungry people overseas and farmers here
at home;

—Use USDA export assistance programs, such as the Foreign Market Develop-
ment Program and the Market Access Program, effectively to pursue export op-
portunities; and

—Work with emerging markets and developing countries to promote economic de-
velopment to help meet the U.S. commitment to reduce by half the number of
food insecure persons by 2015.

I would like to take a few moments to discuss our top priorities for fiscal years

2001 and 2002.

At the top of our list is moving forward in the multilateral trade negotiations on
agriculture under the WTO. With the submission of our comprehensive proposal last
June, the United States has taken a leading role in the WTO negotiations underway
in Geneva. The WTO multilateral negotiations are the best place to address needed
reforms in world agriculture because it is only in the WTO that we have broad dis-
ciplines on market access, subsidies, and technical measures.

As part of the negotiating process, we must engage the developing world in the
creation and implementation of appropriate trading rules and guidelines. This un-
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dertaking will take time, but it will be worth the investment. These countries rep-
resent our future growth markets. If we are to realize our goal of liberalizing trade
through multinational bodies such as the WTO, we cannot ignore the concerns of
developing countries, which make up the majority of WTO members.

We also will continue to work with the countries that would like to join the WTO.
While membership in the WTO is a high priority, we will continue to insist that
these accessions be made on commercially viable terms that provide trade and in-
vestment opportunities for U.S. agriculture. This means that acceding countries will
need to implement trade policies and regulations that are fully consistent with WTO
rules and obligations.

China is a perfect illustration of this strategy. Although we are pleased with the
U.S.-China accession agreement, and with China’s bid for WTO accession nearing
completion, soon our work will shift toward implementation of the agreements. Chi-
nese concessions will be important for improved access opportunities; but we must
remain vigilant and work with Chinese officials to ensure market opening.

With more than 1.2 billion people, or one-fifth of the world’s population, China’s
accession to the WTO will give U.S. agriculture access to the world’s second largest
economy in terms of domestic purchasing power. This could result in at least $2 bil-
lion in additional U.S. agricultural exports by 2005.

China’s WTO accession will strengthen the global trading system, slash barriers
to U.S. agriculture, give U.S. farmers and agribusinesses stronger protection against
unfair trade practices and import surges, and create a more level and consistent
playing field in this market.

In order to realize these gains, we will be vigilant to ensure that China lives up
to its WTO commitments, effectively administers tariff-rate quotas, eliminates dis-
criminatory licensing, and fully implements the Agricultural Cooperation Agreement
reducing phytosanitary barriers for citrus, wheat, and meat.

Another important area of work for FAS is the negotiation to establish the Free
Trade Area of the Americas (FTAA). The FTAA is intended to be a comprehensive
free trade agreement between the 34 democracies in the Western Hemisphere. Ne-
gotiations began in 1998 and are expected to conclude by 2005. By concluding the
FTAA, the United States will gain liberalized access to a region of 675 million peo-
ple with a combined consumer buying power of $1.5 trillion.

For several years now, the other countries in this hemisphere have been removing
trade barriers to each other’s trade. There are currently more than 30 reciprocal
trade agreements in the hemisphere. The United States is a participant in only one,
the North American Free Trade Agreement (NAFTA). USDA’s analysis shows that
if the United States remains outside of this process, our agricultural exports to the
region will be displaced by other hemispheric suppliers at a cost of about $200 mil-
lion a year. On the other hand, U.S. participation in these agreements could mean
an increase in agricultural exports of around $750 million annually. However, this
negotiation will be particularly challenging since the Latin American countries are
also major agricultural exporters.

We also are actively participating in the Asia Pacific Economic Cooperation
(APEC) forum. Asia represents an important market for U.S. agriculture; and we
are working with other APEC members to promote economic policies in the region
to moderate economic shocks like the Asian economic crisis of 1997-98. We expect
APEC to serve as the launching point for promoting continued trade liberalization
within the region and in the WTO and we will be working through the APEC food
system to realize this goal.

Another priority is how we deal with the issues surrounding products produced
through biotechnology. There is a lot to say about what is happening in the bio-
technology field and how it is affecting trade. I could go on at length to describe
our efforts at USDA to try to stay on top of the issue or to ensure that government
actions on labeling and product approval in Japan, the European Union, Korea,
Australia, New Zealand, and elsewhere, do not lead to irrational policies that reduce
market access for U.S. commodities.

But I believe that events of the past year have resulted in an environment for
biotech products that is as unsettled as it has ever been during the short commer-
cial life of this new technology. The demand by some users for non-biotech commod-
ities only, the resulting calls for segregation by some handlers, and the indications
that premiums and discounts may be appearing for non-biotech vs. biotech commod-
ities are bound to have an effect on farmers’ decisions regarding what to plant next
year.

This issue is likely to be a dominant one for U.S. agriculture in the immediate
years ahead, whether in the WTO or in our bilateral relationships with customer
and competitor nations alike. That is why we have said that when it comes to bio-
technology and the next trade round, our focus will be in making sure that biotech
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approval regimes, wherever they exist, are transparent, timely, predictable, and
science-based.

We also will be working to improve the way we carry out our market development
programs. FAS is currently in the process of refining its global marketing strategy
that will target those markets that offer the most growth opportunity. To capture
the opportunities and address the challenges that lie ahead, FAS needs to build on
the considerable progress it has made in the past three and a half years in imple-
menting strategic planning at all levels of the Agency.

We must protect our hard-won gains in mature markets of Western Europe and
Japan, and at the same time, set aggressive but achievable growth targets in those
markets that offer the most potential. This will require a thorough evaluation of the
U.S. opportunities and challenges in those markets, and close coordination with our
private industry partners to turn the opportunities to our advantage and the chal-
lenges into opportunities. In the next 10 years, the growth markets are likely to be
the developing countries in Asia (especially China and South East Asia, and possibly
India) and Latin America. Gaining market share in these high-growth markets is
the most effective way to increase market share globally.

Our global marketing strategy is also instrumental in our ongoing review of our
overseas office locations and staffing. We must continue to strengthen our staffing
in FAS overseas offices to ensure that we are positioned to take advantage of the
market opportunities created by our market access initiatives as well as new oppor-
tunities offered by emerging growth markets.

Alleviating hunger and malnutrition in the world also presents a significant chal-
lenge. One means to ensure this issue is addressed appropriately is to identify with-
in the global marketing strategy the food security challenges that currently exist
and are likely to emerge over the next decade. We will continue to use our food aid
Frograms to help developing countries that lack the financial means to meet their
ood needs.

Budget Request

After three consecutive years of essentially straight-lined budgets, we appreciate
the increases provided in the fiscal year 2001 appropriation for FAS. The net in-
crease of just under $6.0 million allows FAS to fund fiscal year 2001 pay cost in-
creases fully and partially cover higher overseas operating costs. Additionally, FAS
is able to add 15 staff years for food aid and monetization activities, as well as in-
crease our overseas staff in Ukraine and the Balkans.

We believe the future offers continued opportunity for the expansion of U.S. agri-
cultural exports. Strengthening our ability to compete globally has the direct payoff
of increased farm income for America’s farmers and ranchers and the continued eco-
nomic development of rural communities. Our fiscal year 2002 request builds on the
foundation provided by this Committee in fiscal year 2001.

Mr. Chairman, the fiscal year 2002 budget proposes a funding level of $125.8 mil-
lion for FAS. This represents an increase of $6.4 million and supports several impor-
tant agency initiatives.

First, in order to strengthen the agency’s market intelligence capabilities at our
overseas posts, $2.7 million is requested to place 3 new American officers and 27
new foreign service nationals on Personal Services Agreements (PSAs) in 14 over-
seas locations where workload demands have become acute. Over the past several
years, FAS overseas offices have experienced dramatic increases in workload, par-
ticularly that associated with complex trade policy, sanitary and phytosanitary, and
food security issues. Meeting these priority workload demands, in addition to reg-
ular commodity reporting, marketing, and representation functions, has over-
whelmed the capacity of many of our offices in important geographic areas.

As an example, under the bilateral agreement reached with China relating to its
accession to the WTO, U.S. agriculture should have increased access for a range of
products with lowered tariffs, as I mentioned earlier. However, existing staff is over-
whelmed with requests for commodity and market intelligence, intervention on sani-
tary and phytosanitary (SPS) issues, and official and commercial visitors. FAS has
assigned an officer to monitor the agreement, but has no marketing officer ready
to identify potential opportunities and work with the private sector to take advan-
tage of them. Currently, FAS simply lacks the staff resources needed to handle
these opportunities—a situation repeated in numerous locations around the world.

The PSAs would assume a greater portion of core office responsibilities, thus al-
lowing FAS Agricultural Counselors and Attaches more flexibility to focus on the
government policies and issues that can affect the competitiveness of U.S. exports,
particularly competitor activities within that market, host country compliance with
existing trade rules, and the formation of cooperative links for the upcoming WTO
trade round. Increased resources will be directed to China, Philippines, Canada, Co-
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lombia, Thailand, Israel, Turkey, El Salvador, Korea, Brazil, Russia, Argentina, Ni-
geria and India.

Second, the budget requests $750,000 and 10 additional staff years to improve
FAS’ ability to address and resolve technical trade issues. Technical trade issues,
such as the commercialization of food products produced using biotechnology, have
become the fastest growing and most sensitive trade issues in U.S. agriculture today
and is one of the Agency’s key priorities that I mentioned earlier. In addition to bio-
technology, U.S. agriculture and our exporters are facing other critical challenges
related to technical issues associated with food safety, changing production methods
to address environmental concerns, the growing global concern over Bovine
Spongiform Encephalopathy (BSE) or mad cow disease, and the expansion of foot
and mouth disease. In all cases, FAS is responsible for ensuring regulatory actions
taken by our trading partners do not impede our exports and comply with the WTO
SPS disciplines. However, existing staff levels only allow FAS to react, on a piece-
meal basis, to immediate issues such as StarLink and the BSE outbreak in the Eu-
ropean Union.

The additional 10 staff years requested will allow FAS to develop a cohesive strat-
egy for addressing technical market access issues in current major markets and fa-
cilitating our entry into newer growth markets. Among other things, staff will be
dedicated to developing a strategy for building a coalition of countries important to
negotiations and discussions in international organizations. This represents an op-
portunity to avoid future market access issues by establishing relationships with ap-
propriate government departments and officials. Developing a core group of coun-
tries with similar approaches to food safety and biotechnology will be crucial to the
United States meeting its goals in international fora.

Finally, the budget includes $2.9 million to fund projected pay cost increases in
fiscal year 2002. Budget constraints forced FAS to absorb pay costs in three of the
past four fiscal years. Absorption of these costs in fiscal year 2002 would constrain
programs.

Export Programs

Mr. Chairman, the export promotion, food assistance and foreign market develop-
ment programs administered by FAS are key to expanding global market opportuni-
ties for U.S. agricultural producers. Our program proposals provide the tools to meet
these new sales opportunities.

Export Credit Guarantee Programs.—The budget includes a projected overall pro-
gram level of $3.9 billion for export credit guarantees in fiscal year 2002. As in pre-
vious years, the budget estimates reflect actual levels of sales expected to be reg-
istered under the programs rather than authorized program levels. Of the total pro-

am level, $3.4 billion will be made available under the GSM-102 program and

100 million will be made available under the GSM-103 program. For supplier cred-
it guarantees, the budget includes an estimated program level of $330 million and
an estimated program level of $95 million for facility financing guarantees.

Foreign Market Development.—The fiscal year 2002 budget includes Commodity
Credit Corporation (CCC) funding of $27.5 million for the Foreign Market Develop-
ment (Cooperator) Program, unchanged from last year. The CCC estimates also in-
clude $2.5 million in funding from CCC for the Quality Samples Program. Under
this program, samples of U.S. agricultural products are provided to foreign import-
ers in order to overcome trade and marketing barriers by promoting a better under-
standing and appreciation of the high quality characteristics of U.S. agricultural
products. The Quality Samples Program is carried out through commodity organiza-
tions and agricultural trade associations.

Market Access Program (MAP).—The CCC estimates provide funding for MAP in
fiscal year 2002 at the maximum authorized level of $90 million, unchanged from
fiscal year 2001.

Public Law 480.—For fiscal year 2002, the budget includes a total program level
for all titles of Public Law 480 food assistance of $995 million, which is expected
to provide approximately 2.7 million metric tons of commodity assistance. In the
case of Public Law 480 Title I credit sales, appropriated funding has been continued
at the fiscal year 2001 level. However, the Title I credit level is reduced due to high-
er estimated subsidy costs for the program which result from changes in county allo-
cations and financial terms.

Export Enhancement Program (EEP).—World supply and demand conditions have
limited EEP programming in recent years. However, the fiscal year 2002 budget
does include a program level of $478 million for the EEP, the maximum level au-
thorized by the Agricultural Trade Act of 1978, and the awarding of EEP bonuses
can be resumed whenever market conditions warrant.
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Dairy Export Incentive Program (DEIP).—The budget assumes a DEIP program
level of $42 million for fiscal year 2002, slightly above the fiscal year 2001 estimate
of $34 million. These levels are reduced from those of recent years for a number
of reasons. Foremost among these reasons is the fact that the average subsidy rate
for nonfat dry milk, the largest category of dairy products exported under DEIP, has
declined from $1,040 per metric ton in fiscal year 1999 to a rate of $121 per metric
ton during the first 6 months of fiscal year 2001. This development reflects higher
world prices for nonfat dry milk and greater competitiveness for U.S. product in
world markets.

This concludes my statement, Mr. Chairman. I will be glad to answer any ques-
tions.

Senator COCHRAN. Mr. Collins, we would be pleased to hear from
you now.

STATEMENT OF KEITH COLLINS

Mr. CoLLINS. Thank you very much, Mr. Chairman, Mr. Kohl,
and Mr. Johnson. Thanks for the invitation to join you today in
your review of farm and trade programs.

I, too, would say I am delighted to be here to join with Mr. Ship-
man, who as you know, has brought high energy, a quick wit and
most importantly, I think, a good nature to the USDA. And so we
are pleased to have him.

You asked me to briefly describe the state of the overall farm
economy and I am going to do that by first discussing a few posi-
tive developments and then as economists should do, offering a few
concerns.

Despite the downturn in farm markets since 1997, there are
some encouraging signs in the farm economy, and Mr. Shipman
just ended on one of them, and that is U.S. agricultural exports,
which two years ago were $49 billion, last year $51 billion and this
year we expect $53 billion, with much of this year’s gain in high
value and value-added products, such as meats and horticultural
products.

I would point out: Our expected exports to Canada and Mexico
this year. We are forecasting them to reach $15.2 billion. If you go
back to 1996, when we had our all-time record high level of farm
exports of $60 billion, our exports to our NAFTA partners in that
year were only $11 billion. So we are gaining materially here in the
western hemisphere.

A second encouraging sign is that some of the global crop mar-
kets are beginning to move toward better supply and demand bal-
ance.

And I will give you an example; look at total world grain stocks
at the end of this marketing year. We are expecting them to be 240
million tons. If you go back to 1998 marketing year, they ended at
280 million tons

So the current level of stocks is not excessive by historical stand-
ards and it does suggest if there were to be some material disrup-
tion in production around the world, we could have a sharp boost
in grain prices.

A third encouraging sign is that U.S. producers appear to be re-
ducing plantings of major crops in response to a little bit lower net
market returns.

Last year, in fact, planted acreage to the principal crops rose.
This year producers have indicated plans to reduce crops such as
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corn by four percent and in total area in principal crops by about
3.5 million acres or 1.5 percent.

A fourth encouraging sign is that livestock prices and returns for
the most part are up. In fact, we just reported that cash receipts
for livestock and poultry for the year 2000 were a record high.

We saw record high beef production in the year 2000, and at the
same time we saw fed cattle prices average $70 per hundred
weight, which would be an unusually propitious experience for our
nation’s cattle ranchers.

Hog receipts were also up 37 percent in the year 2000. And de-
spite being very weak last year, we think that this year milk prices
will average the fourth highest level ever.

A fifth encouraging sign has been a strong rural economy, pro-
viding off-farm job opportunities for farmers and ranchers. Today,
four out of five farm households have one or more spouses earning
income off the farm.

This and the strength of the national economy have boosted farm
household incomes and made many farm households less vulner-
able to downturns in the farm economy.

Well, despite these encouraging signs, a strong rebound in mar-
ket returns for major crops is probably not likely without a signifi-
cant weather disruption around the world or an unexpected surge
in demand this year. And that is because there are a few not so
encouraging signs in the farm economy.

One of those on the export front is simply the overall global econ-
omy, which is now growing at a much slower rate than most ana-
lysts expected at the start of this year.

A second problem we have is the exchange value of the dollar,
which remains very high relative to the mid-1990s. And that, of
course, prevents people who import our products from seeing the
full discount that they would otherwise see in our prices.

And it also insulates our competitors from declines in farm prices
as well. And I will give you as an example soybeans, where we see
right now a 25-year low in the soybean price, and yet soybean pro-
duction in Brazil and Argentina has increased 20 percent over the
past 2 years.

Another discomforting factor is the price of energy-based farm
production inputs. Last year, high gasoline and diesel prices raised
farm production expenses for energy-based inputs by $2.9 billion.

And I think this year we are going to see a similar increase of
that magnitude, something on the order of a $5 billion to $6 billion
increase over a 2-year period in energy-based production expenses.

Another factor of concern is the dependence of farm income on
government payments. Last calendar year, farmers received a
record high $22 billion.

This year we expect that to fall to $14 billion, with part of that
decline due to the ongoing provisions of the 1996 Farm Bill, but
most of that decline due to reduced supplemental assistance pay-
ments.

Although market revenue is expected to be up this year, lower
government payments—of course, I am assuming that in the ab-
sence of any legislation at this point—lower government payments
and higher production costs would reduce U.S. net cash farm in-
come by some ten percent.
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And, of course, that projected decline is what has put Congress
in the position of providing supplemental assistance again in 2001.

I would like to end by just profiling a couple of key developments
to look for in commodity markets this year. For wheat, we have the
lowest acreage in 28 years. We also have a poor condition in the
winter wheat crop. That suggests to me that wheat stocks could be
drawn down fairly substantially this year and we could see strong-
er prices in 2001 and 2002.

We also are seeing some shift out of corn this year. And I think
that combined with very strong feed and industrial use, particu-
larly 18 consecutive months of record high ethanol production in
the United States, will pull corn stocks down in the 2001 season
and improve corn prices as well.

However, the record large soybean crop that is in prospect for
this year—large southern hemisphere crops, as well, could push
soybean prices even lower.

Cotton prospective planted area this year is the second highest
planted area since 1962. And I think that, together with the fact
that China looks like it is going to be producing more cotton has
put cotton right now at 25-year lows in price. And I think those
prices are going to remain under some pressure.

I think the same is true for rice. We have a fairly tight market
for long-grain rice. However the world has abundant rice supplies
so that is going to keep pressure on that market.

For horticultural products, the record is mixed. We have several
crops like potatoes, cranberries and apples that are facing market
weakness due to large supplies, but we also expect horticultural ex-
ports to be record high this year. And that is going to benefit some
of those commodities.

As I mentioned earlier, we are seeing stronger markets for meats
and milk. Animal disease problems in Europe are having a small
positive effect on our protein feed exports to replace meat and
bonemeal and, I think, may strengthen slightly our exports of pork
and poultry as some foreign buyers shift away from E.U. beef.

On balance, Mr. Chairman, there are some hopeful signs and
U.S. agriculture, including an improving supply/demand balance,
higher farm prices for some of our major commodities in prospect.

PREPARED STATEMENT

U.S. farm households have also shown resiliency in maintaining
their financial position and standard of living over the last couple
of years. Nevertheless, net income from crop markets continues to
be the key weak spot in the farm economy.

Thank you.

Senator COCHRAN. Thank you, Mr. Collins.

[The statement follows:]

PREPARED STATEMENT OF KEITH COLLINS

Mr. Chairman, thanks for the invitation to discuss the current situation and out-
look for U.S. agriculture. While the overall farm situation of the past couple years
of generally weak markets continues, there are some signs of improvement. Global
demand is slowly getting better, livestock prices and returns are for the most part
up, global grain stocks are not excessive when compared with use, and reduced U.S.
plantings could lead to lower grain stocks and higher prices in 2001. Nevertheless,
a strong increase in farm prices and income from the marketplace for major crops
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appears unlikely, unless adverse weather leads to a shortfall in global crop produc-
tion. In addition, increases in prices for energy-related farm inputs continue to push
up farm production expenses, and adverse weather is reducing crop production pros-
pects and delaying spring planting in some areas.

General Overview

The U.S. economy has benefitted from income growth, low unemployment, surging
productivity, low inflation, and low interest rates the past several years. While these
economic trends have also helped farmers and ranchers, other economic factors,
such as foreign competition, a strong dollar, and economic recession in foreign coun-
tries reduced U.S. agricultural exports and prices received by farmers.

Our most recent monthly data for April 2001 shows some price improvement. The
index of prices received by producers for all crops was up 4 percent from a year ago
and the index of prices received for livestock and livestock products was up 11 per-
cent. While farm prices are generally up, they are recovering from unusually low
levels. For the 1999/00 marketing year, the average price of soybeans was the lowest
since 1972/73, the prices of corn and wheat the lowest since 1986/87, the price of
rice the lowest since 1992/93, and the price of cotton the lowest since 1974/75. Cattle
and hog prices were also relatively weak in 1999 but were up 6 and 31 percent, re-
spectively, in 2000. Milk prices were relatively strong in 1999 but fell to a 9-year
low in 2000.

Many producers, during the last several years, also have been adversely affected
by weather-related problems and, more recently, increases in prices for energy-re-
lated inputs. Soil moisture levels remain very low in parts of the Southeast, Florida,
west Texas, and the Northwest. Sierra snow pack levels, which provide water to
California’s reservoirs for electricity generation and farmland irrigation, were below
normal this past winter. Cool and wet weather is delaying spring fieldwork in parts
of the Midwest, and below normal rainfall in the Southern Plains last fall has ad-
versely affected winter wheat stands and increased abandonment.

Congress responded to the problems caused by low commodity prices and adverse
weather by authorizing nearly $25 billion in supplemental assistance the past three
years, greatly limiting the farm financial stress that farmers and ranchers would
otherwise have faced. These supplemental payments, plus payments authorized
under the 1996 Farm Bill, pushed government payments to a record-high $22 billion
in calendar year 2000 and Commodity Credit Corporation (CCC ) outlays to a record
$32 billion in fiscal year 2000. If Congress had not provided nearly $9 billion in sup-
plemental assistance, net cash income would have likely fallen to $47.5 billion in
2000, the lowest level since the farm financial crisis of the mid-1980s. Instead, net
Cﬁsh income reached $56.4 billion in 2000, nearly $2 billion above the average of
the 1990s.

Outlook for U.S. Agricultural Exports

In the mid-1990s, the value of U.S. agricultural exports rose sharply peaking at
a record $60 billion in fiscal year 1996, as world gross domestic product (GDP) grew
at an annual rate of 3 percent and global grain and oilseed production fell about
4 percent. Over the next 3 years, the value of U.S. agricultural exports fell by nearly
$11 billion, as good weather and strong prices led to an abrupt turnaround in world
crop production and world economic growth, excluding the United States, dropped
to 1.3 percent. In fiscal year 2001, the value of U.S. agricultural exports is forecast
to reach $53 billion, up from last year’s $50.9 billion.

The outlook for agricultural exports generally appears more positive than in re-
cent years. While world GDP, excluding the United States, is expected to slow from
last year’s high rate of nearly 4 percent, it is expected to continue to remain firm
at over 2.5 percent in 2001 and above 3 percent in 2002. Several Asian, Latin Amer-
ican, and Middle Eastern countries that were in recession in 1998 and 1999 are now
registering steady growth.

Another key factor for U.S. agricultural exports is the U.S. exchange rate. Be-
tween April 1995 and January 2001, the U.S. real agricultural trade-weighted ex-
change rate appreciated by 25 percent relative to the currencies of countries that
import U.S. agricultural products, thus increasing the price importers must pay in
terms of their own currency. And over this period, the U.S. dollar appreciated nearly
40 percent relative to the currencies of U.S. agricultural competitors, which helped
insulate their producers from lower world prices. Declining interest rates and a
slowing economy should weaken the dollar somewhat in 2001, making U.S. agricul-
tural products modestly more attractive to foreign buyers.

Outlook for Farm Income

In 2001, farm cash receipts are forecast to reach $200 billion, up $4 billion from
last year and $16 billion from the average of the 1990s, although $8 billion below
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the record set in 1997. Compared to 1997, crop receipts are projected to be down
$11 billion in 2001, while livestock receipts are forecast to be up about $3 billion.
These figures mask steep declines in cash receipts and income for major field crops.
Cash receipts for grains, soybeans, and cotton declined from a record $57 billion in
1997 to $43 billion in 2000 but are projected to increase slightly to $45 billion in
2001.

Despite improving cash receipts, USDA currently forecasts a decline in net cash
farm income in 2001 to under $51 billion, down from $56.4 billion last year, as pro-
duction expenses continue to rise and government payments decline. This decline
assumes no supplemental assistance for the 2001 crops. Increases in petroleum
prices and prices for other production inputs increased farmers’ production expenses
by 4 percent or $7.6 billion in 2000, with higher fuel and oil prices accounting for
about one-third of the increase. In 2001, farmers’ total cash production expenses are
forecast to increase $1.5 billion to a record $179.5 billion. Higher petroleum and nat-
ural gas prices have increased the prices of diesel fuel and nitrogen fertilizer, and
repair, marketing, and labor costs are also expected to increase in 2001.

Government payments have offset much of the decline in major crop cash receipts
since 1998, helping to maintain producers’ cash flow. Direct government payments
to farmers reached a record $22 billion last year, up from $8 billion in 1997. In
2000, direct government payments included nearly $5 billion in Production Flexi-
bility Contract (PFC) payments, $6.4 billion in loan deficiency payments, $2 billion
in conservation program payments, and nearly $9 billion in supplemental (crop and
market loss) assistance.

In calendar 2001, government payments are projected to decline about $8 billion
to slightly over $14 billion. With no supplemental aid legislation in place for the
2001 crops, supplemental assistance to farmers and ranchers is forecast to fall from
nearly $9 billion last year to about $3.5 billion in 2001. The supplemental assistance
that is expected to be paid out in 2001 was authorized by Congress last year to
cover crop and market losses producers incurred in 2000. Scheduled annual reduc-
tions in PFC payments under the 1996 Farm Bill and lower loan deficiency pay-
ments, reflecting improving prices for major crops, are forecast to reduce govern-
ment payments by $2.5-$3.0 billion in 2001.

Net cash farm income on a crop year basis for the major field crops—wheat, rice,
corn, sorghum, oats, barley, cotton and soybeans—excluding government payments
was quite low for the 1999-2000 crops and is projected to remain low in 2001. Net
cash farm income for major field crops averaged $43.4 during 1999-2000 and is pro-
jected to rise to $46 billion for crop year 2001, compared with the average of $51
billion during the 1990s and $54.5 billion for the 1995-99 crops. Direct government
payments were equal to three-fourths of net cash income for major field crops in
1999 and more than two-thirds of net cash income in 2000. In 2001, net cash income
for major field crops is projected to fall by more than $6 billion. The projected de-
cline in income in 2001 is about equivalent to the amount of market loss assistance
Congress authorized last year for major field crops.

Outlook for Farm Finance

Farm financial conditions remain stable, aided by record government payments
and greater off-farm income. The debt-to-asset ratio remains stable at about 16 per-
cent, down from 23 percent during the farm financial crises of the mid-1980s, and
farm real estate values and land rental rates generally continue to rise. All major
farm lender institutions continue to experience historically low levels of loan delin-
quencies, foreclosures, net loan charges, and loan restructuring. At the end of 1999,
nearly 60 percent of all farms reported they had no outstanding debt.

Farm debt rose 2.4 percent in 2000, surpassing $180 billion for the first time since
1984. In 2001, farm debt is forecast to increase to slightly under $183 billion. As
a percent of the value of farm assets, farm debt is expected to remain unchanged
from last year’s 16.1 percent. Even though farmers’ balance sheets are much im-
proved from the mid-1980s, the forecast drop in farm income in 2001 would reduce
somewhat farmers’ ability to repay existing debt. In 2001, farmers are forecast to
use, on average, 65 percent of their maximum feasible debt—which is termed debt
repayment capacity utilization (DRCU) and is calculated based on income and inter-
est rates. This use of feasible debt would be up from 60 percent in 1999 and 2000.

USDA research suggests that commercial farms that cannot service their debt and
stop performing on their loans usually have debt equal to 240 percent or more of
their maximum feasible debt. In both 1999 and 2000, about 50,000 of the nation’s
512,000 commercial farms had debt of 240 percent or more of maximum feasible
debt. In 2001, the number of commercial farming operations with debt of 240 per-
cent or more is forecast to increase to 70,000.
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In addition to record government payments, improved off-farm income opportuni-
ties for farm households have helped avoid more serious farm financial problems.
Off-farm earnings are a significant source of income for farm households and help
insulate them from financial difficulty when the farm economy weakens. Eighty per-
cent of all farmers or their spouse are employed off the farm. In recent years, about
90 percent of the total income of the average farm household is derived from off-
farm sources. Earnings of farm operator households from off-farm sources averaged
an estimated $60,000 in 2000, up from less than $36,000 in 1992. Combining income
from farm and off-farm sources, farm operators averaged over $64,000 in total
household income in 1999, about 17 percent higher than the average income of all
U.S. households.

While nationally farm financial conditions appear secure, regional and sector
problems persist. The combination of low prices and adverse weather in the South-
east, southern plains and elsewhere has contributed to regional pockets of farm fi-
nancial stress. In addition, production agriculture consists of a diverse group of
farms and ranches with varying degrees of financial success, which a single aggre-
gate performance indicator such as net farm income cannot capture.

Farm Financial Characteristics by Farm Type

Net cash income and net farm income are single dimension indicators that can
be used to track sector performance over time. Aggregate performance measures,
however, mask the wide distribution of earnings in the farm sector, discount off-
farm income and wealth, and do not reveal debt service problems or signal the oc-
currence of farm failures. The farm typology, recently developed by the Economic
Research Service, provides a useful framework for examining the wide array of farm
and farm household financial circumstances exhibited by the sector today.

When crop prices are low and aggregate farm income falls, the common expecta-
tion is that farm household income will also decline leading to a lower standard of
living for farm families. However, for the majority of farm households (62 percent),
the farm business operator’s primary occupation is something other than farming.
Indeed, the financial well-being of most farm families is much more dependent on
general economic conditions and the local economy and than on commodity prices.

That said, the condition of the farm economy matters most to the 800,000 farm
households in which the primary occupation of the operator is farming. Farm house-
holds in which the primary occupation of the operator was farming had an average
household income of $55,000 in 1999, compared with $70,000 for farm households
in which the primary occupation of the operator was something other than farming.
Nearly one in three farm-dependent households had consumption expenditures that
exceeded household income. These households had to withdraw from savings, or bor-
row or liquidate assets in order to accommodate income short falls.

A common perception is that low returns from farming lead to a low rate of
wealth creation for farm households. On average, farm households are wealthier
than their non-farm counterparts and have seen their wealth increase at a faster
rate during the 1990s than non-farm households. Much of this wealth advantage is
associated with the ownership of farmland. Agricultural land values have steadily
increased in the last decade and these gains are in part attributable to government
payments.

According to data collected through USDA’s Agricultural Resource Management
Study (ARMS), slightly over 40 percent of all farm operators received farm program
payments in 1999. Recipients of farm program payments tend to be concentrated in
the largest farm typology classes, since payments are principally based on current
or historical plantings of program crops. About 80 percent of full-time family farms
with sales between $100,000-$500,000 (farming occupation/higher sales and large
family farms) received farm program payments. These two groups, consisting of 12
percent of all farms, received 46 percent of total government payments to farm oper-
ators in 1999 and, on average, farm program payments made up 14 percent of gross
cash income on these farms. Family farms with sales of $500,000 or more, 3 percent
of all farms, received 22 percent of total farm program payments and, on average,
each farm received just over $85,000 in government payments. Farm program pay-
ments accounted for about 6 percent of gross cash income on these very large farms.
Limited-resource family farms (small farms with less than $100,000 in gross sales,
farm assets less than $150,000 and total operator household income less than
$20,000), 6 percent of all farms, received $4,000 in government payments, on aver-
age, but these payments accounted for over 25 percent of average gross cash income
on these farms. About 1 percent of farm program payments went to limited-resource
family farms in 1999. Larger farms received more of their government payments
from PFC payments and loan deficiency programs, while smaller farms received
more of their payments from the Conservation Reserve Program (CRP).
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Slightly over 40 percent of all farms reported having outstanding farm debt at the
end of 1999, indicating that debt is not a source of capital for the majority of farms.
Farm loan delinquency rates (percent of loans with payment past due 30 days or
more) peaked in 1987 at 11 percent of total loan volume and declined throughout
most of the 1990s, remaining around 3 percent for the last several years. Compari-
son of actual debt levels with the maximum amount of debt that can be serviced
by household income suggests that 17 percent of farm households experienced debt
repayment problems in 1999. Repayment problems varied ranging from 10 percent
for retirement farm households, which borrowed primarily for non-farm purposes,
to nearly one in four for large family farms.

The American Bankers Association (ABA) conducts a survey of agricultural banks
to track the number of farms going out of business each year. The majority of farm
sales are normal attrition and voluntary liquidations (80 percent). Farm bankruptcy
ﬁfl‘irilgs peaked at 4.2 percent in 1986 and ranged between 1 and 2 percent for most
of the 1990s.

Outlook for Major Crop and Livestock Commodities

Major crop prices for the 2000/01 season are generally expected to register modest
improvement from last year, reflecting another year of large global production of
major crops and ample stocks. While it is too early to predict a substantial recovery
in major crop prices in 2001, global stock levels going into the 2001 season are pro-
jected to be down from a year earlier. At the end of this season, global grain stocks
are projected to be down 11 percent from a year ago and the lowest since 1996/97.
As a result, world grain prices could move up sharply if weather adversely affects
global crop production over the next several months.

In 2000, U.S. producers planted the lowest wheat acreage since 1973. Wheat
prices this marketing year are forecast to average $2.60-$2.70 per bushel, up from
last season’s $2.48. The increase in prices reflects lower total supplies, increasing
total use, and declining world and U.S. carryover stocks. Total use is forecast to in-
crease by 44 million bushels over last year’s nearly 2.4 billion bushels, as food use,
feed use, and exports are all expected to register modest gains. Wheat exports are
projected to reach 1.1 billion bushels, the highest since the 1995/96 season. A major
factor supporting higher exports was weather, as weather reduced the size of Aus-
tralia’s crop and the quality of EU’s crop in 2000. Ending stocks are forecast to fall
for the second consecutive year, from 950 million bushels at the end of last season
to 829 million bushels at the end of this marketing year.

Lower wheat supplies in 2001/02 could lead to another year of reduced carryover
and improved farm prices. Growers have indicated intentions to plant 60.3 million
acres to wheat in 2001, down 4 percent from 2000. Some of the winter wheat was
seeded late because it was initially very dry followed by very wet weather. As a re-
sult, much of this wheat did not emerge until spring, and the wheat that did emerge
last fall was in poor shape going into the winter. Over one-third of the winter wheat
crop in Kansas and Oklahoma currently is rated in very poor or poor condition.
Some producers are leaving the land fallow or tearing the wheat up and planting
row crops. Others are grazing cattle on their winter wheat acreage or planning to
cut the wheat for hay. Also, spring wheat plantings have been stalled in some parts
of the Northern Plains because of flooding and wet conditions. While weather condi-
tions in coming weeks will be very important, the poor condition of winter wheat
in parts of the Southern Plains and sparse rains in the Pacific Northwest is likely
to lead to lower wheat yields in 2001.

The 2000/01 corn crop of 9.97 billion bushels was the second highest on record,
as plantings expanded by 2 million acres and growing conditions were generally
quite favorable for much of the Midwest. The bigger crop and large beginning stocks
resulted in the largest supplies of corn since 1987/88. With total supplies up sharply
from one year ago, ending stocks are forecast to increase by over 230 million bushels
from last season’s 1.72 billion bushels to the highest level since 1992/93. Total corn
use this season is projected to reach a record 9.75 billion bushels, compared with
last season’s 9.52 billion bushels, primarily reflecting expanding domestic use. Both
feed use and food, seed and industrial use are expected to reach record levels. Corn
used for alcohol production is projected to total 615 million bushels, up 9 percent
from a year earlier and up 50 percent from a decade ago. Corn exports are expected
to be about unchanged from last year, even though foreign corn production is down
about 10 percent this season. Concerns about the potential presence of StarLink in
U.S. corn likely contributed to Japan and South Korea purchasing more corn from
Argentina and Brazil. The farm price of corn for the 2000/01 marketing year is fore-
cast to average $1.80-$1.90 per bushel, compared with last year’s $1.82 per bushel.

Higher natural gas prices will increase corn producers’ fertilizer and irrigation
costs in 2001. These higher costs are expected to reduce corn plantings in 2001. In
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early March, corn growers indicated they intend to plant 76.7 million acres of corn
in 2001, down 4 percent from 2000 and down 1 percent from 1999. Below-normal
temperatures, combined with excessive moisture, is delaying corn plantings in some
areas, but corn planting progress overall is only marginally below the 5-year aver-
age. Depending on the weather over the next few weeks, corn plantings could ad-
vance rapidly with little loss in yield potential. Assuming normal weather, lower
acreage, another year of good export opportunities supported by continued global
economic growth, and expanding ethanol use would reduce ending stocks by several
hundred million bushels, strengthening market prospects for corn in 2001/02.

Soybean plantings and production were record-high in 2000. Soybean production
reached nearly 2.8 billion bushels, up 4 percent from a year earlier, which more
than offset lower carry-in stocks and caused total soybean supplies to increase about
2 percent in 2000/01. Most of the increase in supplies is expected to go into higher
total use. Domestic crush is forecast to exceed the record set in 1998/99 by 1 percent
and U.S. soybean exports could eclipse last year’s record of 973 million bushels by
2 percent. Still, with ample supplies, soybean prices for 2000/01 are projected to av-
erage $4.45-$4.55 per bushel, compared with last season’s $4.63.

Less fall planted wheat, higher fertilizer prices, planting flexibility, and the bene-
fits of the soybean marketing loan program provide an incentive for producers to
further expand soybean plantings in 2001. In early March, producers indicated they
intend to plant a record 76.7 million acres to soybeans in 2001, up 3 percent from
last year. Continued delays in corn plantings caused by excessive moisture and cool
temperatures could lead to some additional acreage being planted to soybeans. As-
suming normal weather, higher acreage could lead to another year of record soybean
production and rising carryover, although total use could also reach another record
in 2001/02. The EU’s ban on the use of meat and bone meal in animal feeds could
raise soybean meal exports, but foreign competition is likely to remain intense.
Under the pressure of rising stocks, soybean prices could fall further during the
2001/02 marketing year.

Cotton production rose 1 percent in 2000, even though drought caused significant
yield losses in some areas of the country. Despite a slightly higher total supply, U.S.
cotton mill use is projected to decline from last season’s 10.2 million bales to 9.3
million bales, as textile imports continue to grow. Reflecting the sharp decline in
domestic mill use and modestly higher exports, stocks of cotton at the end of the
2000/01 season are projected to reach 5 million bales, a 12-year high. From August
2000 through February 2001, the farm price of cotton averaged 54.6 cents per
pound, compared with last year’s season average price of 45 cents. However, prices
h}iwe sunk recently as production in both China and the U.S. is likely to expand
this year.

Farmers intend to plant 15.6 million acres to cotton in 2001, up less than 1 per-
cent from last year. This would be the largest cotton acreage since 1995 and the
second largest since 1962. Assuming a return to more normal weather, total cotton
supplies for the 2001/02 season could reach the highest level in 35 years. With a
rebound in domestic mill use unlikely, U.S. cotton exports would need to reach a
nearly unprecedented 10 million bales to prevent 2001/02 carryover from surpassing
projected carryover for the 2000/01 season. Strong competition for export markets
and large supplies are expected to continue to pressure U.S. cotton prices during
the 2001/02 season.

Rice production, in 2000, fell 7 percent from the record of 206 million cwt. set in
1999, causing total supplies at the beginning of the crop year to decline 4 percent
from the previous year. Total carryover stocks are projected to fall from last season’s
27.5 million cwt. to 24.3 million cwt. at the end of this season, as the drop in total
supplies is projected to be partially offset by lower total use. This season, the farm

rice of rice is forecast to average $5.65-$5.75 per cwt., compared with last season’s
55.93. Producers indicated in early March that they intend to increase rice plantings
by 1 percent in 2001.

Large sugar production in 1999/00 resulted in large forfeitures of sugar to the
CCC last year. In order to reduce government inventories of sugar and prevent addi-
tional forfeitures, USDA announced a Payment-in-Kind (PIK) Program for 2000-crop
sugar under which beet producers could elect to divert a portion of their contracted
acreage from production in exchange for in-kind payments in the form of CCC-
owned sugar. Under the program, 102,000 acres of beet sugar were diverted from
production in 2000 cutting sugar production by an estimated 275,000 tons. On April
1, 2001, the CCC owned nearly 800,000 tons of sugar. For all of 2000/01, sugar pro-
duction is down an estimated 552,000 tons, which has reduced, but not eliminated,
the prospect of additional forfeitures to the CCC in 2001. For the 2001/02 season,
farmers indicated plans to reduce sugar beet planted acreage, mainly in California
and the Plains States. Looking ahead, import commitments under existing inter-
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national trade agreements (including Mexico), the potential for over quota or second
tier imports from Mexico, continuing imports of sugar-containing products that are
exempt from import restraint and trend growth in U.S. yields could continue to
pressure sugar prices, leading to further CCC stock accumulation over the next sev-
eral years, unless U.S. sugar production declines.

In 2000, hog prices averaged $44.70 per cwt. for the year, up 31 percent from a
year earlier. Responding to low returns, producers began to reduce their breeding
herds in late 1998 and continued to reduce them in 1999 and through much of 2000.
Responding to improved returns, producers began increasing farrowings at the end
of 2000. The increase in farrowings is expected to cause pork production to rise
about 1 percent in 2001. Hog prices are forecast to average $42-$44 per cwt. in
2001, but rising hog and poultry production could push hog prices to the mid-$30
range during the fourth quarter.

In 2001, liquidation of the nation’s cattle herd is expected to finally lead to re-
duced beef production. In 2000, lower cattle and calf numbers did not translate into
less beef production, as record slaughter weights and increased placements of cattle
in feedlots, due to reduced forage supplies caused by dry weather, led to record beef
production. The most severe winter since 1992/93 reduced fed beef production and
increased cow slaughter during the first quarter of 2001. Net placements of cattle
on feed during March were 12 percent below 2000 and 14 percent below 1999 levels.
During the last half of 2001, reduced placements of cattle on feed are expected to
lead to a 5-percent decline in beef production. For all of 2001, beef production is
forecast to be down 4 percent, with choice steer prices averaging $74-$77 per cwt.,
compared with $69.65 in 2000 and $65.56 in 1999.

Recent concerns over Bovine Spongiform Encephalopathy (BSE) and outbreaks of
foot-and-mouth disease (FMD) in a number of countries are expected to have little
impact on U.S. livestock markets. The United States has banned beef imports from
the EU since 1996, so the recent outbreak of FMD in the United Kingdom, Ireland,
France, and the Netherlands is not expected to directly affect U.S. beef imports. The
United States exports grain-fed beef which is higher priced than EU grass-fed prod-
uct, so these products do not compete in the same markets.

The United States imports pork from a number of EU countries, primarily Den-
mark, and imports of fresh, chilled, and frozen pork products are now banned. How-
ever, the amount of EU pork imports covered by the ban represents just 0.6 percent
of total U.S. pork consumption. Although a number of countries have bans in place
on imports of EU pork, imports to South Korea, Taiwan, and Russia had been fore-
cast to decline after EU subsidies were dramatically reduced in mid-2000. On April
25, Japan lifted its ban on imports of pork from Denmark, the major U.S. compet-
itor. This allows Japanese importers to resume imports of Danish product instead
of switching to pork from North America. Expansion of U.S. exports to Russia will
be limited by Russia’s recent announcement that it will allow red meat imports from
most of the EU.

Broiler prices are projected to average 57-60 cents per pound in 2001, compared
with 56.2 cents per pound in 1999. In response to low prices through most of 2000,
producers have reduced the rate of expansion in broiler production. In 2000, broiler
production rose 2.5 percent which followed a 7-percent increase in 1999. In 2001,
broiler production is forecast to increase by 1 percent. Broiler exports continue to
show considerable strength. In 2001, broiler exports are forecast to reach 5.7 billion
pounds, up 3 percent from last year and up 16 percent from two years ago.

Increased milk production caused milk prices to collapse at the end of 1999, as
producers responded to two consecutive years of strong returns. In 2000, the all-
milk price averaged $12.40 per cwt., a 9-year low. In response to the collapse in
milk prices, Congress authorized payments of $0.65 per cwt. to dairy producers on
production of up to 39,000 cwt. and extended the price support program for milk
through the end of calendar year 2001. Extension of the price support program, ris-
ing milk production, and a desire to maintain dairy producers’ incomes has led to
the largest government purchases and inventories of nonfat dry milk since the mid-
1980s. On April 1, 2001, the CCC held 772 million pounds of nonfat dry milk in
inventory.

Cow numbers have begun to decline in response to last year’s low milk prices and
cold winter weather caused milk production per cow to fall in the first quarter.
These factors are expected to cause milk production to decline in 2001, following in-
creases of over 3 percent in both 1999 and 2000. Declining milk production and con-
tinued increases in demand for dairy products caused wholesale butter and cheese
prices and farm-level milk prices to increase sharply in recent months. The all-milk
price is forecast to average $13.85-$14.35 per cwt. in 2001, compared with the aver-
age of $13.57 per cwt. during the 1990s.
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The outlook for horticultural crops is very uneven. As a group, cash receipts for
horticultural crops are projected to be up in 2001 and the value of exports is forecast
to reach a record $11.3 billion in fiscal year 2001. However, farm prices for some
horticultural crops, including apples, cranberries, grapefruit, lemons, pears, and po-
tatoes, are being adversely affected by large supplies. In addition, irrigation water
constraints and higher electricity prices in the west are likely to cause some reduc-
tion in horticultural production, particularly for processing vegetables.

Longer-term Outlook

Over the next several years, the market situation for major crops is expected to
gradually improve. Rising world demand and continued progress toward freer trade
are projected to lead to steady increases in U.S. agricultural exports and farm prices
and cash receipts for major crops. Increases in domestic food, feed, and industrial
uses could also contribute to higher farm prices for major crops. Assuming no addi-
tional supplemental aid and continuation of current farm programs, farm income
could fall below recent levels over the next few years, as gains in cash receipts fail
to offset sharply lower government payments. Farm program spending carried out
through the CCC is projected to decline to $20 billion in fiscal year 2001 and to $13
billion in fiscal year 2002 before stabilizing at $8-$10 billion thereafter under con-
tinuation of current law. Beyond the next few years, the outlook for the farm sector
improves as expanding exports further strengthen farm commodity prices and in-
creases in farm income and farm asset values help to moderate farm financial
stress.

Mr. Chairman, that completes my testimony and I would be pleased to respond
to questions.
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Farm Economic Indicators

Commodity Prices | Unit 1996/97 1997/98 1998/99 1999/00 2000/01
Wheat $/bu 430 3.38 2.65 2.48 2.65
Com $/bu 2.71 243 1.94 1.82 1.85
Soybeans $/bu 7.35 6.47 4.93 4.63 4.50
Rice Slewt 9.96 9.70 8.89 5.93 5.60
Cotton cents/lb 69.30 65.20 60.20 45.00 54.6 1/
1997 1998 1999 2000 2001
Hogs $lcwt 54.30 34.72 34.00 44.70 43.00
Steers $lewt 66.32 61.48 65.56 69.65 75.50
Broilers cents/lb 59.00 63.00 58.10 56.20 58.50
Milk $lewt 13.36 15.46 14.38 12.33 14.10
Gasoline $/gallon 1.24 1.07 1.18 1.53 1.50
Diesel $/gallon 1.19 1.04 1.12 1.45 1.46
Natural gas $per1,000
(welthead) cubic ft 2.32 1.95 2.17 3.62 5.18
Electricity $/kwh 8.43 8.26 8.16 8.25 8.44
Agricultural Trade | FY1996 FY 1997 FY 1998 FY 1999 FY 2000 | FY 2001
(Billion $)
Total exports 59.9 574 53.7 49.2 50.9 53.0
Asia 26.0 23.9 19.7 18.5 19.7 21.2
Canada 6.0 6.6 7.0 7.0 7.5 7.8
Mexico 5.0 5.1 6.0 5.7 6.3 6.8
Total imports 325 35.7 36.8 37.3 389 40.0
Farm Income 1996 1997 1998 1999 2000 2001
(Billion $)
Cash receipts 199.1 207.6 196.6 188.6 196.0 200.0
Govtpayments | 7.3 75 12.2 206 2.1 14.1
Gross cash 2174 227.1 222.6 225.0 234.4 230.2
mcome
Cash expenses 159.8 168.6 167.2 170.4 178.0 179.5
Net cash income 57.6 58.5 55.4 54.6 56.4 50.7

1/ August through February average.
2/ Source: Energy Information Administration, Short Term Energy Outlook, April 2001.
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U.S. Net Cash Farm Income
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Indexes of Prices Received by Farmers
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Farmm household income expected to decline in 2001 for
households that are most dependent on revenue from farming
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Distribution of direct government payments by farm typology, 1999
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Senator COCHRAN. I appreciate very much the obvious hard work
that has gone into the preparation of the statements for the sub-
committee this morning by our witnesses.

I have made some notes and have some questions to ask. But be-
fore I do that, I am going to yield to my good friend from Wis-
consin, the Senator from Wisconsin, the Ranking Member of this
subcommittee for any statement that he wishes to make, and any
questions.
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Remembering that we do have a Senator from South Dakota,
who got here before you did, I am going to recognize you anyway.

Senator KOHL. Well, I do thank you.

Senator COCHRAN. He will be patient.

PREPARED STATEMENTS

Senator KOHL. And I thank the Senator from South Dakota.

I have a statement for the record and I will proceed to a few
questions that I would like to ask.

Senator COCHRAN. Your statement and those of any other mem-
bers will be included in the record.

[The statements follow:]

PREPARED STATEMENT OF SENATOR HERB KOHL

Thank you, Chairman Cochran. I would like to welcome our panel here this morn-
ing and I look forward to hearing from all of you on your views regarding the status
of today’s farm economy.

I would also like to congratulate Mr. Hunt Shipman on his new position at the
Department of Agriculture. Hunt, throughout your tenure, more than a decade with
the distinguished Senator from Mississippi, Chairman Cochran, you have been an
outstanding public servant for all of American agriculture. I want to thank you for
all you have done for this Subcommittee and congratulate you on your new position.

The facts are clear. Our agriculture sector is changing. America has come a long
way from the days when a vast majority of our people lived, worked, and depended
on the land for survival. New technology resulting in more efficiency means we are
producing more with less. Today, roughly 2 million farmers and ranchers feed us
and the world. However, low prices in most commodities continue to place economic
stress on our farms and rural economies. We see more and more farmers finding
jobs off the farm to make ends meet. We continue to face the problems of urban
sprawl that threaten our arable land. And increased concentration and consolidation
in the industry shrink producers’ ability to receive a fair price for their product.

We can and we must do better for our farmers. Congress has provided nearly $25
billion in supplemental assistance over the last three years. But that is not the only
answer. Today, half of total farm income comes from the government—and let me
tell you, no one in this room or out on the farm is proud of that fact. This morning
I want to hear from you on how you think this Subcommittee should craft an appro-
priations bill that provides the right combination of funding for important programs
that will equip our farmers and ranchers with the tools they need to protect their
land, market their products, and make a living.

The dairy industry has been particularly hit with depressed prices. This is dev-
astating to my State of Wisconsin—America’s Dairyland. In order to help keep farm-
ers in business I have worked with Chairman Cochran and others to provide emer-
gency supplemental assistance to dairy producers over the past three years. If this
supplemental assistance is ever to be reduced, we need something different. We
need a national and equitable program to treat all dairy farmers fairly. Regional
Compacts are not the answer. I have worked with Senator Santorum from Pennsyl-
vania on a bill that is an attractive alternative to regional cartels. That bill is S.
294, the National Dairy Farmer’s Fairness Act. I look forward to the Administra-
tion’s support of this legislation.

The challenges that face today’s agriculture sector are vast and far-reaching.
Today, we need from you advice on where you think this Subcommittee needs to
focus its work this year. I look forward to working with you and the Secretary on
making sure we provide the necessary funding to meet the demands of our agri-
culture community.

ngain, thanks for testifying this morning and I look forward to hearing from each
of you.

PREPARED STATEMENT OF SENATOR TIM JOHNSON

Thank you Chairman Cochran, Ranking Member Kohl and members of the sub-
committee, I am pleased to participate in today’s subcommittee hearing on the state
of the agricultural economy and steps to provide assistance to America’s family
farmers and ranchers during these tough economic times.



203

I welcome Keith Collins, Chief Economist for the United States Department of Ag-
riculture (USDA) and Hunt Shipman, Acting Undersecretary of USDA’s Farm and
Foreign Agricultural Services. I look forward to their insight on the agricultural
economy and about what USDA is doing to provide support to producers.

Mr. Chairman, simply put, America’s agricultural economic engine is misfiring,
it’s just not hitting on all cylinders. Since agriculture comprises a significant share
of the economy in South Dakota (one-fourth of the total economic output in my
State, more than double that of any other industry in South Dakota) the poor agri-
cultural economy is leaving South Dakota’s overall economy vulnerable to weak con-
ditions as well. Unfortunately, a host of factors are contributing to this weakened
condition which began late in 1997 (early in 1998).

First, our nation’s family farmers and ranchers have experienced a price crisis of
near-historical proportions. Nationally, soybean prices have collapsed to a 29-year
low, and corn and wheat prices are hovering at a 15-year price low. In South Da-
kota, the prices farmers received for major cash crops (such as corn, soybeans, and
wheat) just last month were substantially lower than when the current farm bill
was enacted, and with the exception of wheat, prices are even lower today than they
were just one year ago. (Due to a dry fall, volatile winter, and wet spring, acres of
wheat will be lower across South Dakota and the country, and overall, winter wheat
conditions are below average throughout South Dakota and other regions of the
U.S,, leading to higher futures prices and higher cash bids at local elevators today.)

[In bushels]

Crops April, 2001 1 Year Ago 1996 Char{ggsfrom
COMN e 1.69 1.85 3.55 —1.86
Soybeans 3.97 4.87 7.00 —3.03
Wheat 2.81 2.54 477 —1.96

Tough economic conditions for farmers have been perpetuated by a series of
weather-related disasters in certain regions of the country. Entire crops have been
wiped out by flooding, drought, hail, and wind in many areas of South Dakota the
last few years. Furthermore, surplus crop production—both here and abroad—weak
global demand, marketplace concentration, and an inadequate farm safety have all
contributed to the current farm crisis.

So, just when farmers thought their condition could not get worse, the cost of en-
ergy-related inputs like fuel and fertilizer have skyrocketed. In addition, USDA
economists predict repair, equipment, marketing, and labor expenses for farmers to
increase in 2001. Given the input-intensive nature of production agriculture, a com-
bination of increased production expenses and decreased prices situates farmers and
ranchers in a price-cost squeeze that makes it nearly impossible for them to earn
income that covers expenses.

As a result of a woefully inadequate farm bill, Congress has enacted multi-billion
dollar disaster programs in the last 3 years—a record $28 billion in fiscal year 2000.
It should be noted direct government payments accounted for around three-fourths
of net cash income for major field crops in 1999 and for about two-thirds in 2000.
In many States, farmers are receiving more of their total net farm income from the
government rather than from the marketplace. Was this the promise of the 1996
farm bill? I certainly hope not.

Clearly, the 1996 farm bill fails to provide a meaningful, fiscally-responsible, safe-
ty-net for farmers when prices are poor on an annual and sustained basis. Already,
we have worked to carve out nearly $9 billion in supplemental assistance for 2001
because many Senators joined my effort on the budget resolution to provide for this
emergency reserve this year. (It is yet to be seen what the budget resolution con-
ference committee will do with this Senate passed provision of $9 billion in 2001
emergency aid.) This 2001 crop year assistance—if passed—will become the fourth
consecutive emergency aid package for farmers and ranchers likely to compensate
producers for low prices and potential production losses resulting from weather-re-
lated disasters. Obviously I will support this, but I would suggest farmers and tax-
payers deserve better. That is why I offered an amendment to the Senate budget
resolution to provide over $88 billion from fiscal years 2002 through 2011 in order
for Congress to write a new farm bill. Unfortunately, my amendment was defeated,
but we did work to restore nearly $58 billion over the same period for a new farm
bill re-write.

I believe Congress can and should amend current farm policy immediately to pro-
vide a more predictable, secure safety-net for farmers in 2001 and 2002—essentially
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modifying the farm bill now instead of waiting until it expires. It is time for a new
farm bill that provides a meaningful income safety net, is reasonable in cost to the
American taxpayers, yet assures some level of economic security for our nation’s
family farmers and ranchers.

One farm bill alternative I have introduced is S. 130, the Flexible Fallow farm
bill amendment. Under my proposal, farmers electing to devote a portion of their
total crop acreage to conservation-use receive a higher loan rate on their remaining
crop production. On an annual and crop-by-crop basis, farmers can choose to con-
serve up to thirty percent of their total crop acreage. An adjustable loan rate sched-
ule is a key feature of Flex Fallow. With the exception of wheat and soybeans, the
proposed base loan rates for zero percentage participation in Flex Fallow (full pro-
duction) are set at 2001 levels. Participation in Flex Fallow is directly proportional
to increased loan rates. For corn, wheat, and soybeans, loan rates increase by one
percent for each one percent increase in conservation-use.

Iowa State University economist Neil Harl believes my Flex Fallow proposal is
“the missing link to the 1996 farm bill,” because it works in a market-oriented fash-
ion yet provides an income safety net.

USDA'’s proposed budget adequately addresses some of our agricultural, trading,
and food safety priorities. Yet, I believe it fails to make some specific and significant
investments in a secure farm safety net, conservation programs, efforts to restore
marketplace competition, and rural development. Moreover, despite the fact that
over 20 major farm and commodity groups in the country—from Farm Bureau to
Farmers Union, and including cattlemen, pork producers, corn, wheat, dairy, soy-
beans, cotton, rice, sugar producers, and others—have asked for increased support
for a new farm bill and additional emergency aid for farmers and ranchers at levels
similar to that of last year, the proposed USDA budget includes no support for a
new farm bill or room for emergency aid—save the so-called contingency reserve. I
am disappointed that USDA’s budget does not include funding for a new farm bill
that will ensure economic security for family farmers, ranchers, and rural commu-
nities now and into the future.

I am specifically concerned about the cuts or elimination of funds in fiscal year
2002 for important conservation programs such as the Wetlands Reserve Program,
the Wildlife Habitat Incentives Program, and the Emergency Conservation Program.
Farmers, other landowners, and society as a whole continue to desire more options
to ensure the proper stewardship of our nation’s soil and water resources. With agri-
cultural conservation programs oversubscribed by nearly six times the available
funding, this is clearly the wrong direction to take with conservation funding, and
I plan to work in the subcommittee to secure funds that promote greater use of con-
servation programs instead of cutting or eliminating them altogether.

Thank you Mr. Chairman, this concludes my opening statement. I look forward
to asking questions of the witnesses.

PREPARED STATEMENT OF SENATOR BYRON L. DORGAN

Mr. Chairman, I would like to welcome Hunt Shipman, the Acting Deputy Under
Secretary for Farm and Foreign Agricultural Services, to this hearing today. I prob-
ably should say welcome back, since the Under Secretary was, until recently, work-
ing for the Chairman of this Subcommittee. I also want to welcome USDA’s Chief
Economist, Keith Collins, to this hearing. Thank you both for coming.

Last week, the Chief Economist and I fenced some about when the Quality Loss
portion of the Crop Loss Disaster Program was going to be implemented. Today, I
want to assure both of you, and the employees of the Farm Service Agency, that
I understand the complex nature of the legislation. I also want to thank the Agency
for all the hard work that has been put forth by everyone involved. I have never
doubted that the Agency was not trying to get this program out to the farmers at
the earliest possible date.

Having said that, I still want to impress on you the need to get the notice for
this program published. We all know that there will be some lag time after publica-
tion to allow for county office staff training and to get the software finished and
downloaded. I urge you to include in the publication examples of how the program
will be implemented so that farmers and their bankers have some way to estimate
the assistance that will be forthcoming to them.

Discussing the implementation of disaster programs allows for a very good segue
into the topic of FSA staff levels. You have acknowledged the difficulties facing FSA
as they try to deliver Congressionally mandated programs over the last few years.
The Administration’s budget provides level funding for FSA full time staff particu-
larly in the field. It is my belief—and that of many county level FSA employees who
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geal directly with farmers—that there is a need for more help in those county of-
ices.

In a visit to a local FSA office in a fairly large county in North Dakota, I asked
about staff needs. A seasoned veteran of many years told me that the office had ex-
perienced a Reduction In Force of seven Full Time Employees from the peak years
of employment in the 1980s, but that the workload that was being asked of them
fvyas larger than anything she had ever experienced since coming to work in the of-
ice.

Now, we all know computerization can make an office more efficient, but tech-
nology can’t make up for that many people. I am concerned about the personal
stress that is being placed on these workers and their families. I don’t think that
we are doing all we can to alleviate this problem.

We know from the Chief Economist’s testimony that USDA will need to continue
to be an integral part of a farm’s operation for the foreseeable future. I have asked
County Executive Directors what Congress should do, and have been told an addi-
tional full-time employee in many of these county offices would make all the dif-
ference in the world.

All the major farm and commodity organizations, including the American Farm
Bureau, the National Farmers Union, the National Association of Wheat Growers,
the National Cotton Council and the National Corn Growers, to name just a few,
have requested emergency assistance for farmers once again this year. As we are
well aware, nothing has changed in the farm economy, and this Subcommittee will
need to address these needs.

Mr. Chairman, as the fiscal year 2002 Agriculture Appropriations bill moves for-
ward , I hope this Subcommittee will consider addressing fully the needs of Amer-
ica’s farmers, and the FSA staff who serve them at local county levels.

PREPARED STATEMENT OF RICHARD J. DURBIN

Chairman Cochran, thank you for holding this important hearing today. I would
like to welcome Hunt Shipman, Acting Deputy Under Secretary for Farm and For-
eign Agricultural Services to the hearing this morning, and Chief Economist Keith
Collins. I appreciate the opportunity to continue the budget discussion we started
with Secretary Ann Veneman on April 25.

The mission of Farm and Foreign Agricultural Services is to ensure the well-being
of U.S. agriculture through delivery of commodity, credit, conservation, insurance
and export programs.

Although the Department’s fiscal year 2002 budget is a good start, I am concerned
that it is insufficient to meet the Farm and Foreign Agricultural Services mission.
I've noticed that the Department’s fiscal year 2002 budget contains no emergency
funding. The Administration is relying on its proposed National Emergency Reserve
Fund or Contingency Reserve Fund—neither of which exist at this time—to provide
farmers with Federal assistance.

The proposed Emergency Reserve Fund would only be given $5.6 billion in fiscal
year 2002 to respond to all types of disasters, including floods, earthquakes, hurri-
canes, droughts, and the kinds of emergency payments farmers will need. While I
am open to efforts to prepare for unexpected emergencies, the continuing farm
slump is different. We know the need. Congress has appropriated more than $5.6
billion for farm assistance alone in each of the years since the farm economy’s down-
turn began.

As for offering the Contingency Reserve Fund as an option for funding, this ap-
proach pits farm aid against Medicare, Social Security and defense spending needs.
I wonder, how is relying on these reserve funds, which compete with other national
needs, a responsible method for ensuring our farmers get the support they des-
perately need?

Congress has provided approximately $25 billion in emergency agriculture aid
since 1998. Farm groups have requested up to a $12 billion increase in the agri-
culture budget for fiscal year 2002 in anticipation of another year of depressed com-
modity prices and higher input costs. The Senate passed an amendment to the
budget resolution that would allow for $9 billion in additional emergency agricul-
tural assistance this fiscal year. I supported that measure.

My colleagues will not be shocked to learn that government payments in 2000
made up nearly half of net farm income. The USDA predicts that without govern-
ment payments, farm income will fall in 2001 to $4.1 billion. A recent study by the
University of Illinois shows that Illinois farm income is up slightly in 2000, but that
government payments still account for 21 percent of gross farm returns. In fact,
many families have to go off the farm to earn money to pay for simple living ex-
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penses and income and Social Security taxes. I am also concerned that the budget
provides zero-funding for popular conservation programs such as the Wetlands Re-
serve Program and the Wildlife Habitat Incentives Program. It also under funds the
Environmental Quality Incentives Program, despite strong support from producers
and Congress to raise funding for this program.

In fact, the Illinois Delegation has proposed an innovative approach to improving
water quality by asking producers to work together to prevent pollution of the Illi-
nois River Basin. It is called Illinois Rivers 2020, and it relies on many of the zero-
funded and underfunded agriculture conservation programs. I'll be asking Chairman
Cochran and Senator Kohl for their help in funding this innovative program.

Farmers are increasingly faced with environmental challenges, and many of these
programs face a serious backlog of applications that outstrip available funding. If
we ask them to be better stewards of their land then we must provide them with
the resources they need to accomplish this goal. I hope the Administration will work
with Congress to improve conservation funding.

Allow me to touch briefly on export programs, in particular, foreign food assist-
ance. Just this morning I joined Ambassador George McGovern and former Senator
Bob Dole in front of the Capitol to introduce a bipartisan bill to create an inter-
national feeding program for children in need around the world.

It is estimated that nearly 300 million children throughout the world go to bed
hungry at night. And of those children, some 130 million kids don’t attend school
mainly because their parents need them to stay at home or work to earn income
for the family.

This legislation is based on a proposal by Ambassador McGovern and Mr. Dole,
who are the fathers of the U.S. school lunch program. By amending the Public Law
480 program, the bill authorizes the USDA to work with private voluntary organiza-
tions, cooperatives and international organizations, such as the World Food Pro-
gramme, to feed and create incentives for children to stay in school.

Just as this surely will benefit children, it will also add value to agricultural prod-
ucts at home. This proposal will benefit agricultural producers, processors, millers,
paﬁkaging manufacturers, rail and motor transportation and commercial shippers
and ports.

I appreciate the Administration’s commitment of $300 million in surplus commod-
ities for the Global Food For Education Initiative pilot program, which jump started
iche McGovern-Dole proposal. I hope the Administration will support this new legis-
ation.

Mr. Chairman, again thank you for the opportunity to raise these issues.

DAIRY POLICY

Senator KOHL. First I would like to discuss dairy policy, gentle-
men. Dairy policy in the United States continues to include fea-
tures that are particularly harmful to the Upper Midwest, which,
as you know, is one of the primary dairy production areas in our
country.

One component of this flawed policy is the introduction a few
years ago of regional dairy compacts—a Northeast dairy compact in
particular. To make matters worse, the House of Representatives
just this week introduced legislation to expand, as you know, the
concept of dairy compacts to many other States.

President Bush has said he wants to establish free trade in all
of the Americas, which would be a comprehensive free trade agree-
ment between the 34 democracies in the Western Hemisphere. I
think that is a great idea. I am very supportive of that.

But I would strongly suggest that before the President seeks free
trade among 34 countries, or along with that, he must also guar-
antee that we continue to insist upon free trade among the 50
United States, which has been characteristic of our economy since
the first day of our country’s inception, as you know, and which
many people would argue is the miracle of our economy. Among the
50 States, there are no restrictions. There have never been any re-
strictions on the free flow of goods and products in our country.
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Last year, the Congress again provided financial assistance to
dairy producers suffering from historic low prices. While prices
have rebounded somewhat, they are still far below the cost of pro-
duction. And Wisconsin and other States continue to have great dif-
ficulty.

I have just three questions. Does the Bush Administration be-
lieve that it is important to continue to move agriculture products
as well as all other products and all other services freely through-
out the United States?

And if there are any reservations or any suggestions that you are
not sure, or you cannot speak for the Administration, please say so.

Mr. SHIPMAN. Mr. Chairman and Senator Kohl, the Administra-
tion obviously understands the point of your question and has not
taken a position on dairy policy thus far as a part of an overall
Farm Bill strategy for this coming year. Obviously, the points that
you make are well taken.

Senator KOHL. You are not saying anything. I will not stop until
you say something. Are you saying that the Administration may be
prepared to depart from that policy, which has been the hallmark
of the American economy since the beginning of this country? Are
you saying that is a possibility?

Mr. SHIPMAN. Senator, I think one could argue that our current
milk marketing order system does not provide for unencumbered
trade among States in dairy products as it is right now.

Senator KoHL. I agree with that.

Mr. SHIPMAN. So for me to answer your question with respect to
the future would be to take a position on dairy policy that this Ad-
ministration has not taken thus far.

Dr. Collins may be able to add more to it.

Mr. CoLLINS. Well, I will not venture into the policy arena here.
But I will make a factual observation that may assuage you, Mr.
Kohl, and that is that the Northeast Dairy Compact, certainly one
feature of this problem of moving milk freely in the United States,
expires at the end of September and the President’s budget does
not have a proposal in it to continue the Northeast Dairy Compact.
That is simply a factual observation.

Senator KoHL. Okay. And of course, that is very encouraging to
hear.

One of the Senators from the Northeast States has gone on
record as saying in published remarks in some of his hometown
newspapers that he fully expects it to be continued just as it was
incepted, 4 years ago by just sticking it into a year-end omnibus
bill, which has several hundred thousand components to it. If they
cannot get the votes, and they have not been able to get the votes—
that is the way they hope to have it continued-the way it was origi-
nated.

And, I am arguing for Wisconsin, but as I hope you are able to
perceive, I am arguing a bigger principle.

If I were just arguing for Wisconsin, you win some, you lose some
and that is the way it goes. But this whole business of suggesting
that we are—we may be willing or the Administration may be will-
ing—just as the Clinton—this is not partisan here. The Clinton Ad-
ministration allowed it to happen too.
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So I am not speaking here as a Democrat to Republicans, but I
would like to hope that this Administration—more so than the
Clinton Administration—is committed to the principle of free trade
in this country.

And that there is nothing that unique about the dairy industry.
It is a commodity, you know. I mean, it is not all that much dif-
ferent from wheat or grain or corn or strawberries or so many
other items that we might mention in the agricultural sector that
need to have access throughout our country, if they are going to be
able to sustain themselves.

The dairy industry arguably is the same thing, with problems.
But the other agricultural sectors, as you know, have problems too.

So, the question is why would we make an exception for dairy
or why would the Administration, so committed to business as they
should be? I am a businessman. That is my background, whether
you know it or not. That is my background.

Mr. CoLLINS. Right. Well, I would just

Senator KOHL. This is god-awful policy. It really is.

And I would like to hope that this year the Administration is
prepared to do whatever it takes not to allow this to become a part
of—because it will come down the pike in different forms next year
and next year and next year, if we allow it to, go on this year.

There will be other commodities and other industries and other
services that will begin to ask for the same kinds of protections.
And they will now have had something to point to.

You know, if we started with this industry, then why would we
be prepared to say no to the next Senator from the next State that
would like to protect their particular industry? And then where
does it stop, except in really hurting the American economy?

I am sorry, Mr. Collins. I know you were going to say something.

Mr. CoLLINS. It would probably be more prudent not to.

But I guess I would say that, the Administration has not con-
fronted this yet and the resolution of that, well, as you point out,
would be an exercise in political economy.

But I think from our point at USDA, one of the things we can
certainly point out is what the effects are on the economy of having
not only a compact in one area of the country but a broadened one
in many other areas of the country.

And there have been lots of studies done and you have certainly
seen them. The studies indicate potential to cause a disruption in
the most efficient use of our resources in this country.

They do provide some benefit to the producers in the compact
area. Economists have looked at that and agreed with that.

Compacts also have said that is probably not a very efficient way
to benefit the producers in that area. So I think, our job will be
within the administration as they confront this issue to try and
bring an informed discussion of all the effects of this kind of policy
to %heir attention and hope that a good solid, reasoned decision is
made.

Senator KOHL. Just to add what you said about benefitting the
producers. As you know, almost every impartial estimate has come
to the conclusion that benefitting producers does not benefit the
consumers.

Mr. CoLLINS. Oh, absolutely.
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Senator KOHL. And for every producer, there are 10,000 or
20,000 consumers.

Mr. CoLLINS. I do not disagree with that.

Senator KOHL. I mean

Mr. CoLLINS. I think that is true.

Senator KOHL. You know, it just does not make any sense.

Now, in connection with that, as you know, Senator Santorum
and I have introduced a bill, S. 294, which would establish a
counter cyclical national dairy program, which in effect means that
if we get below $12.50 a hundred weight, we begin to respond to
producers.

Would you care to comment on that in any way you wish?

Mr. CoLLINS. Well, I have not really looked at all the details of
your bill. It provides producers a direct payment when milk prices
go below $12.50. From an economic point of view, some of those
provisions if they are closely tied to a producer’s production deci-
sion, cause me a little bit of concern, because they blunt the re-
sponse that you would like to see when prices get low.

People have complained continually over the last couple of years
that in the face of low prices, American agricultural production has
not cut back. One of the reasons it does not is because we provide
lots of payments to producers, so that they do not necessarily see
the full force of lower market prices.

Understanding that lower market prices cause some pain on pro-
ducers, nevertheless that is how you get adjustments in markets.
So to some extent, proposals that would provide producers pay-
ments that are tied to their production—and I do not know if this
is tied to their production, but if it is, it tends to blunt the market
response, which is a concern.

On the other hand, I would say that dairy producers have just
gone through a very difficult year in the year 2000. They had milk
prices that were at a 9-year low and so, you can make a case for
providing some financial assistance.

There are those all kinds of countercyclical programs. The only
general concern I would raise is that would be considered as amber
and subject to discipline under the WTO would cause an economist
some concern because it would be production distorting.

DAIRY EXPORT INCENTIVE PROGRAM

Senator KoHL. Okay. I would like to ask a question on the Dairy
Export Incentive Program (DEIP).

The President’s budget provides for just a slight increase in the
Dairy Export Incentive Program from the previous year. However,
it is my understanding that there are approximately 40,000 tons of
non-fat dry milk awards that had been allocated under DEIP, but
for some reason were never shipped.

Although industry requests have been made for this tonnage to
be reallocated, the previous Administration had taken the position
that a reallocation would be in violation of the United States WTO
commitments.

Further since the Article Nine rollover authority expired on June
30th, 2000, these unshipped quantities cannot be made available
under DEIP.
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Is the Article Nine rollover authority expressly tied to previously
allocated but wunshipped tonnage in addition to previously
unallocated tonnage? Do you have any response to that?

Mr. SHIPMAN. Senator, if I might, if you would allow me to ask
Mary Chambliss

Senator KOHL. Sure.

Mr. SHIPMAN (continuing). Our acting General Sales Manager, as
well as our acting administrator of the Foreign Agricultural Serv-
1cCe.

Senator KoHL. Thank you.

Ms. CHAMBLISS. Good morning, Senator. I will try to shed some
light on your question and then, because this is a somewhat com-
plicated issue, with our colleagues in the dairy industry, which we
have discussed frequently, I will also provide more information for
the record, if that is acceptable.

[The information follows:]

Question. Is Article 9 “rollover” authority expressly tied to previously allocated but
unshipped tonnage in addition to previously unallocated tonnage?

Answer. The U.S. had already used the maximum flexibility allowable under Arti-
cle 9 “rollover” for nonfat dry milk by bringing forward DEIP allocations un-award-
ed in previous years prior to the June 30, 2000 expiration of that provision.

Question. Does the current Administration take the view that a reallocation of
unshipped tonnage under DEIP would be a violation of our WI'O commitments and
if so, what action will USDA take to better ensure that all allocations are actually
shipped?

Answer. Authorizing the export of awarded but unshipped dairy product tonnage
would be inconsistent with the established U.S. methodology for reporting export
subsidies to the WT'O and would likely be viewed by our trading partners as an at-
tempt to circumvent our subsidy reduction commitments. We are now engaged in
negotiations in the WTO to further liberalize trade in agricultural products, includ-
ing the elimination of export subsidies. Taking steps that would be viewed by many
as a circumvention of our current export subsidy commitments would be detrimental
to our efforts in those negotiations. The Department is reviewing whether re-an-
nouncement of canceled tonnage within the confines of an allocation year can be ac-
complished. If it is decided to modify the DEIP operations to allow for this, it is ex-
pected that this action would alleviate the majority of any problems with unshipped
tonnage.

Mr. CHAMBLISS. I am familiar with the rollover issue. It really
goes back to the original position we took in the Uruguay Round
and gets back to the base period and how we, in that negotiation,
identified our base period.

It did not include rollover tonnages, because the base period al-
lowed us to maximize our capabilities under the dairy export sub-
sidy program, which is why we did not undertake the rollover.

As you note, of course it expired at the end of June. You are
probably also aware that this year we have had quite a bit of suc-
cess with commercial dairy exports. They have done quite well.
They did very well last year. And they are doing quite well this
year.

The next year begins July 1 and, as you know, the budget pro-
vides $42 million for the DEIP program, for next year.

We are also looking internally at different ways that we admin-
ister that program to see if there is some flexibility that might be
even more helpful to the dairy industry and we are continuing to
undertake that review. Thank you.

Mr. CoLLINS. And can I add one thing to that? Your question was
about Article Nine. In my view, Article Nine is binding here.
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Ms. CHAMBLISS. Yes.

Mr. CoLLINS. Article Nine says that in the last year of the agree-
ment, we have to have our DEIP authorizations down to a fixed
percentage of what they were in the base period. So you cannot add
beyond that, or you go above the fixed percentage.

Prior to the last year, the first 5 years of the implementation pe-
riod, you could go above that. You could roll over.

But when you get to the last year and beyond in the Uruguay
Round agreement, Article Nine—without being a lawyer, just my
reading of it—says to me that our DEIP bonuses have to be within
a fixed percentage of our base period.

Senator KoHL. Okay.

Ms. CHAMBLISS. Which is what the $42 million would reflect.

Senator KOHL. Right.

Ms. CHAMBLISS. Yes.

Senator KOHL. I will just ask one other question, Mr.
Chairman

Senator COCHRAN. Sure.

Senator KOHL (continuing). Then I will submit the other ques-
tions for the record.

I appreciate your statements on the importance of trade to the
agricultural sector and I agree that we must stay vigilant to pro-
tect our place in those markets.

However, we must also be careful not to rely too heavily on ex-
ports. As we learned in recent years, following the Asian economic
collapse, U.S. agriculture should not be left to the fragile whims of
foreign economies.

One trade issue that currently faces the dairy industry is dra-
matic increase in milk protein concentrates, MPC, imports. To
what extent are milk protein concentrates displacing U.S. dairy
products in domestic markets?

Does the USDA take the position that MPC’s are subject to re-
view under the WTO? If not, will USDA take actions to ensure that
they become subject to such review?

And if the Administration is not willing to take a strong stand
to stop MPC’s, which can devastate the U.S. dairy sector, what sig-
nals does that send to our trading partners about our willingness
to stand firm on interests of great importance to U.S. agriculture?

Mr. COLLINS. Senator, I would make a comment on MPC’s. This
is an issue, which has gotten larger over the last couple of years
as imports of dry milk protein concentrate have grown.

GAO has recently completely a study on this and pointed out
that they have grown by 600 percent since 1995.

Nevertheless, they are still a fairly small percentage of our total
milk balance sheet. The problem here, of course, is this is a product
that did not exist when we set tariffs and quotas.

This is a product that comes in at 70 to 90 percent protein. At
the time we set all these quotas and tariffs, basically, everything
we were importing had less than 40 percent protein.

So it is a product that is not subject to a quota and a very mini-
mal tariff. So we are constrained to the extent that we can deal
with this.
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You can certainly deal with it, with a trade case, like a section
201 or 301, if the imports were to be shown to be disruptive or
dumped.

It 1s also an issue that could be brought up at the next WTO dis-
cussions. It is really not unlike the situation we had with stuffed
molasses and sugar, or peanut paste imports from Mexico, all of
which were products that were not imported when we set tariffs
and quotas, or when we tariffed and set quotas. And so it is a dif-
ficult issue in that regard.

The only thing I could say is it has been brought to our atten-
tion. We are looking at it. And I cannot tell you how or what we
would propose to resolve it at this point.

CRANBERRY MARKETING

Senator KOHL. Okay. As I turn this hearing back to the Chair-
man, I just want to make this comment to you, Mr. Shipman:
When Secretary Veneman testified before the subcommittee last
week, I asked her about the status of the cranberry market volume
reduction order that is important to cranberry growers, not only in
my State, but in other States as well.

Secretary Veneman assured me and this subcommittee that ac-
tion would be taken within days. And I noticed that nothing on the
subject has been published in the Federal Register since last
week’s hearing.

I understand that the statement is “in the works.” Is that right?

Mr. SHIPMAN. Yes, sir.

Senator KOHL. Does that mean it is going to get done very short-
ly or what?

Mr. SHIPMAN. I think you have quoted Secretary Veneman cor-
rectly in quantifying the time before action is taken on this as a
matter of days. That is an accurate statement.

There were some decisions that had to be made within USDA in
order to prepare the final documentation necessary. Those deci-
sions were made in the time frame that she talked about. And the
final paperwork is in the final clearance in USDA, and since today
is Thursday, I will not promise it to you before the end of this
week, but certainly by next week, I think we will have something
ready to go.

Senator KOHL. That would be great. And I thank you very much.
And I thank you, Mr. Chairman.

Senator COCHRAN. Thank you, Senator.

The Senator from South Dakota, Mr. Johnson.

FARM ECONOMY

Senator JOHNSON. Well, thank you, Mr. Chairman. And I too
want to join in welcoming Mr. Collins, Mr. Shipman and Mr.
Kaplan to the Committee today.

The U.S. Ag economy engine is misfiring. Although we have had
a remarkable decade in the past, the economy as a whole, our Ag
economy and rural economies tend to struggle all across this coun-
try.

With a price crisis—with soybean, corn and wheat prices all
around 15-year lows in terms of prices and now coupled with high-
energy related costs impacting not just fuel, but fertilizer as well,
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it has put a lot of our producers in a very difficult price cost
squeeze in America.

We have offset some of that over the last three years, as you
have indicated in your testimony with multi-billion dollar disaster
legislation, a record $28 billion in fiscal year 2000. And the discus-
sion is already in early stages about what level of relief is likely
to be next year.

But with the producers of grain and—and—alike all across my
home State, there is a lot of headshaking about this.

They recognize that it has put a lot of money out in the country-
side, but it is not sustainable and it is not the philosophy our pro-
ducers, where they want to grow dependent on to this degree either
way.

The whims of political budgetmaking in Washington is not some-
thing that they can take to their banker. It is not something that
they can rely on. And we have found ourselves, I think, in an Ag
income strategy that almost everyone would concede is not the
long-term solution to our problems in rural America.

NEW FARM BILL

We are going to begin debate later this year on a farm bill and
on mechanisms for improving the farm safety net. And I would like
to ask Mr. Shipman, do you have any early notion about a time
frame whereby the Administration would be proposing concrete
farm bill strategies for this Congress?

Mr. SHIPMAN. Senator, let me just say that Secretary Veneman
is very cognizant of the time frame that is being contemplated,
both by Chairman Combest as a part of the budget resolution, and
in the interest of members in trying to proceed with dispatch on
a farm bill strategy here within the Congress.

And certainly she intends for the Department to be actively en-
gaged in that discussion. And we will—as soon as we can have,
hopefully, a full complement of undersecretaries confirmed by the
Senate, we will be able to engage in that with all of the power that
they will bring to us.

Senator JOHNSON. Well, I appreciate that you are still in a tran-
sitional mode here a bit, and I understand that. But I have to urge
very expeditious progress in this matter.

We need the White House to be engaged in this debate, and soon-
er rather than later, as we come together both on the budget and
on the policy side. How on earth are we going to break out of this
dependence on ad hoc disaster legislation, which is a disaster in its
own right?

I also have some concern about what many people around the
country are interpreting as a bit of a retreat on the part of the Ad-
ministration from our commitment to conservation programs.

With reductions in wetlands reserves, wildlife habitat and emer-
gency conservation programs, it would seem to me that these are
areas where we could create win/win strategies, which are WTO
legal, which have a good environmental and family producer con-
sequence.

And T would hope that we do not leave green strategies out of
the overall mix of where we are going to go with the next farm bill.
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BIOENERGY PROGRAMS

I am also concerned, as we talk about energy, about the future
of last year’s legislation to create a bioenergy program and whether
the $150 million that was in that program, which has been instru-
mental in helping to promote bioenergy production to move ahead.

We have four or five ethanol plants underway in my home State
of South Dakota. Some of this funding has been helpful in that re-
gard. And I would hope that the USDA would remain an active
partner in helping to promote these alternative, especially plant-
based, energy strategies.

Any comment, Mr. Shipman, about where you see USDA coming
down on those kinds of programs?

Mr. SHIPMAN. Senator, Dr. Collins has been participating in some
energy discussions within the Administration, and I will ask him
to comment, too.

But before I do that, let me just say that I think part of the Sec-
retary’s strategy for the farm bill, as she has articulated it thus far,
has been that all options are on the table. And she wants all the
interested and involved parties around the table to discuss that.

And I think she is committed to doing it, and we are committed
to making sure that we are actively engaged in that.

Mr. CoLLINS. Mr. Johnson, I think when you talk about the prob-
lems in the farm economy, certainly, you know, one hope for the
future is that we can dramatically expand the non-food use of farm
products. And energy would be a big part of that. So I think this
is certainly a bipartisan issue.

I think the last Administration has and, this Administration is
going to be committed to trying to do that through the tools of re-
search and programs.

Our budget proposal for 2002 in energy research and programs
in USDA is about $245 million. Our discretionary budget proposal
is $82 million for energy. Two years ago it was $73 million.

So we are trying to increase our research on energy, not just eth-
anol, but biomass generally, including biodiesel. We have an ex-
panded research program. We are redirecting some funds in ARS
as well. And the CC Bioenergy Program that we are running this
year is in our budget again for next year. And we think that is
helping.

As you probably know, there is something like seven ethanol
plants under construction right now nationally. There is a bunch
more about to go under construction.

There are about 40 ethanol plants that are expanding their ca-
pacity right now. The most recent data we have got was for the
month of March. Ethanol production was 113,000 barrels per day,
which is equivalent to about 1.73 billion gallons per year.

Last year, we ran about 1.6 billion gallons. As I mentioned in my
comments, we had 18 consecutive months of record-setting ethanol
production. So we are on a bandwagon for ethanol.

And what we need to do now is make sure we have resources to
help with some of these other areas where we are not as far along,
where the economics are not as good. And I think we are going to
try and do that.
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Senator JOHNSON. Lastly, because I know that my colleague from
North Dakota wants—has some questions as well, I was struck by
your testimony, Mr. Collins, where you indicate that 80 percent of
all farmers or their spouses are employed off the farm. And in re-
cent years, about 90 percent of total income of the average farm
household is derived from off-farm sources—90 percent from off-
farm sources.

You then go on to note that farm operators averaged over
$64,000 in total household income in 1999; actually, 17 percent
higher than the average income of all U.S. households.

I can tell you I have an awful lot of South Dakota farm operators
who do not have $60,000 off-farm income opportunities in their
communities and in their counties. And while that average sounds
high, I wonder if you have any offhand notion of what the median
would turn out to be

Mr. CoLLINS. Not the median, but I could add——

Senator JOHNSON (continuing). In terms of farm operator income.

Mr. CoLLINS. I could add a couple of points to this. Your observa-
tion is a good one. You have to be careful with averages, no matter
what you are looking at.

That data reflects the fact that when we go out every year in
February and we do our farm financial survey, one of the first
questions we ask farmers is, “What is your principal occupation?”

Sixty-two percent of all the farm operators tell us it is not farm-
ing. It is something else. So the question is: Do you want to count
those as farms or not? Well, we do, when we add up all these in-
come numbers.

So you have a whole lot of farm households, over 800,000 that
we have called lifestyle or leisure farms. And so they tend to inflate
those income numbers.

And we can break those down any number of ways, you would
like. One way to break them down is to look at the average house-
hold income of those who say their principal occupation is farming
versus those who say it is not. Then the income falls a little bit.

For those who say their principal occupation is farming, the aver-
age household income in 1999 was about $55,000, which is down
from the $65,000 overall average. For those who say it is not farm-
ing, their average was over $70,000.

And then when you get into that $55,000, you can break that
down into size of farms. And if you look at some of the smaller size
categories of farms for which we have hundreds of thousands of
farms who are principally engaged in agriculture, I believe for the
smallest category, up to $100,000 in sales, and there are several
hundred thousand farms in that category, their average household
income is about $35,000.

So if you start taking these numbers apart geographically and by
size of farms, you can certainly identify several hundred thousand
farms that have very low household incomes, well below the na-
tional average.

Senator JOHNSON. Thank you.

I yield back.

Senator COCHRAN. The Senator from North Dakota, Mr. Dorgan.

Senator DORGAN. Mr. Chairman, thank you very much.

And thank you for being here today.
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I sometimes get a bit despondent when I read through testimony
and see the number of agencies and programs within the USDA.

I mean, we such a proliferation of different enterprises going on
and I think most of us would think that we have maybe three basic
goals.

One is trying to get farmers a decent income, so that during
tough times, you have a bridge over price depressions; second, to
promote some conservation; and third, promote some exports that
contribute to the income; and then fourth, while it is not your pri-
mary issue, to make sure we have safe food domestically.

And as I take a look at all of these different enterprises we are
involved in, I wonder, to what extent do they contribute to those
goals?

But let me ask you a question about the issue of targeting. We
have talked about how much money we spent on trying to help
family farms in the last 4 years.

We really have not targeted that help. My whole theory is that
we ought to be about the business of trying to help family farms
and not agro-factories. Agro-factories have the financial where-
withal to withstand price depressions. Family farms do not.

We really do not have much of a targeting mechanism with re-
spect to how we are spending this money, do we?

Mr. CoLLINS. Mr. Dorgan, not really. We do not. Our payments
are based on sort of the historical evolution of these programs,
which are based on a commodity. And we do have payment limits.

Senator DORGAN. What—what kind of income from the govern-
ment would the larger enterprises have gotten in the last year, on
a grain farm, for example?

Mr. CoLLINS. We could work out examples for you. I could tell
you that generally as farms get larger, this is speaking of all farms
nationally, as their sales go up, the percent of their gross income
from government payments goes down.

To give you an example, for farms that sell more than $500,000
a year in agriculture products, if my memory serves me right, I
think about 8 percent of their gross income is from government
payments; whereas if you look at the very small farms, what we
call the limited resource farms, those with sales of less than
$100,000 a year, with a very small asset base and very small net
income, their government payments account for about 25 percent of
their share of gross income.

There are a couple of reasons for that. One is some of the very
large farms are not crop farms. You know, they tend to be livestock
farms, poultry farms, whatever. And the other reason is that it
may well be that we see a little bit of the payment limit kicking
in on some of those very large farms.

Senator DORGAN. But another way of looking at it is in evalu-
ating the amount of income that goes to the larger farmers, the
percentage of income that goes to the larger farmers is much, much
higher.

Mr. CoLLINS. Oh, yes. Oh, yes.

Senator DORGAN. Second, let me ask you about the trade picture.
You have testified today about the strength in dollar, which has an
inhibiting design on our trade opportunities.
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What do you see happening with respect to agricultural trade in
the coming year?

Mr. CoLLINS. Well, our current forecast is only for fiscal year
2001 and our projection is $53 billion compared with $51 billion
last year.

First of all, the increase is fairly small, but at least it is positive.
Most of it is not bulk commodities. It is not corn, for example. It
is meats where we expect record volume. And it is horticultural
products where we expect record value.

Senator DORGAN. And in your projections for our trade cir-
cumstances, do you see the GMO issue playing a significant role in
the coming couple of years?

Mr. CoLLINS. I really do not. I think that we have certainly
heard from some of our potential customers like Japan telling us
that they do not want GMO wheat. We have heard from some do-
mestic customers like large food processors that they do not want
GMO sugar, for example.

But we do have lots of GMO products, round-up ready soybeans,
bt cotton. These represent high proportions of the crop. They are
being traded quite competitively and wanted in the world market-
place. And I expect that to continue.

The only real dilemma we have had over the last year has been
related to Starlink with its peculiar approval, its bifurcated ap-
proval, which generally led to the problem that we have. But we
think we are getting by the Starlink problem, at least we hope we
are.

We are running a lot of programs at USDA to deal with Starlink,
and we seem to be starting to put that problem behind us. That
has had probably a minor effect on our corn exports this year.

Mr. SHIPMAN. And, Senator, if I might add to that, as well?

Senator DORGAN. Sure.

Mr. SHIPMAN. You know, part of the budget request this year is
to provide additional resources to the Foreign Agricultural Service
to address these types of technical issues that seem to be on the
forefront of what we deal with most in trade these days.

Those resources will enable us to better combat those, as well as
we are continuing to work with our trading partners in Europe and
in Asia to ensure that the regimes that they put in place on these
are scientifically based and I am confident that we will be able to
continue in that regard.

COMMODITY LOAN RATES

Senator DORGAN. You referenced in your testimony the substan-
tial increase in soybean acres. I do not know whether you are fa-
miliar with legislation that I have introduced talking about equali-
zation of loan rates.

I contend and I think with some validity that loan rates for
wheat, for example, are radically out of synch vis-a-vis the loan
rates for oilseeds. I do not propose to bring the rates for oilseeds
down. I propose to bring wheat and feed grains up.

Do you surmise that part of the reason for the increase in soy-
bean acres has to do with people planning because of the farm pro-
gram, the incentive in the farm program to raise oilseeds vis-a-vis
wheat?
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And if so, is that not exactly the position that we wanted to get
out of?

Mr. CoLLINS. I think that is certainly a factor. It is complicated
this year by the energy cost issue as well, because about 40 percent
of the operating costs of producing corn per acre are energy based;
for soybeans, energy is only about 10 or 15 percent.

So the energy issue has pushed some people into soybeans this
year, but I do think that what we have seen——

Senator DORGAN. The same was true last year, right, in the

Mr. CoLLINS. Not as much last year. Last year, the increase was
pretty much just in fuel, diesel fuel. This year, the increase——

Senator DORGAN. I meant the increase in soybean acres.

Mr. CoLLINS. Oh, yes. We had 74.5 million acres last year. This
year we are expecting 76.7 million. We had an increase last year,
and a bigger increase this year, a 3-percent increase this year. That
is a sizeable one-year increase, and so I think that energy has
added to that.

It probably would have gone up anyway, even if we did not have
the big increase in nitrogen costs. And I think the loan rate is cer-
tainly a factor in that.

Senator DORGAN. Because farmers and their lenders would take
a look at the loan rate and say, “Gosh. This is not about what the
market suggests that I should do. It is about what the loan rates
suggest I should do. The loan rate is so much more attractive for
oilseeds”——

Mr. CoLLINS. Sure.

Senator DORGAN. “than it is for wheat or feed grains that—that
I really ought to be considering the protection that exists for oil-
seeds.”

Mr. CoLLINS. I think that is a factor.

Mr. SHIPMAN. But Senator, I think you cannot look at these
issues independently.

If you would go to the Chairman’s State, as an example, and look
at the current market prices and futures prices for cotton, where
soybeans could very well be a substitute crop, farmers are doing
the economics and looking at the input costs of cotton for that re-
turn versus soybeans and are making market-based decisions as
well.

In other parts of the country, energy costs may factor more or
less into it. So I think it is dangerous for us to look at farm pro-
grams solely and then look at market prices solely and to make
those comparisons independently. Obviously, farmers have to look
at all those things at once, and I think they are.

Senator DORGAN. But would you not agree that the loan rates
are out of whack? I mean, clearly the loan rate for oilseeds is not
in synch in terms of cost production and also a 5-year Olympic av-
erage of price and so on with wheat and feed grains. Would you not
agree with that?

Mr. SHIPMAN. I would agree with Dr. Collins about that and——

Senator DORGAN. And I am not suggesting we should bring the
loan rate for oilseeds down. I happen to think that we ought to
have better price protection for wheat and feed grains.
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All right. Well, I mean there is a lot to talk about and I was al-
most tempted to talk about amber boxes whenever I hear someone
describe these things.

It makes me want to talk about trade some. But I will spare the
Chairman and Ranking Member that.

Look—can I just make one point about trade?

Senator COCHRAN. Sure, of course.

Senator DORGAN. This is not about your programs. But do you
know that today, on Thursday, every pound of beef that we send
from the United States to Japan has a 38.5 percent tariff on it?
And that is acceptable to the WTO.

Mr. CoLLINS. Well, that is right. That is because the WTO start-
ed with everybody’s existing levels and went down the same per-
centage.

Senator DORGAN. It is not going down. It is 38.5 percent with a
snap-back provision. That is

Mr. CoLLINS. With a snap-back, right.

Senator DORGAN. That is the bilateral agreement we have with
Japan. And we actually had feasts and celebrations for having done
that about 12 years ago.

And so when people talk to me about boxes and our capability
in trade, all I have to do is look at Japan or China or Canada or
Mexico and pick out any one of about two-dozen egregious provi-
sions that are injuring our producers, that no one is doing anything
about. You mentioned stuffed molasses as one example. No one is
lifting a finger to do anything about that.

So we should have a longer discussion about it. I will not prolong
the trade issue today. There are other venues to do that.

Thanks for being here. You run a large organization with a lot
of very complicated programs. In your testimony you talked about
the quality loss adjustment and gave some time frames of May for
that. I appreciate that. Thank you very much.

Mr. SHIPMAN. Thank you, Senator.

FSA STAFFING

Senator COCHRAN. Thank you very much, Senator.

Mr. Shipman, I know that earlier this week or last week, you
had a chance to speak to Farm Service Agency employees who were
here in Washington.

I met with some from our State as well, and they were talking
particularly about the problem of temporary staff having to be
brought in to handle the increased workload for the signups and
the disaster programs that we had authorized and funded.

Is there any plan or is reflected in this budget the need to im-
prove the field office structure and the permanent staffing in the
Farm Service Agency offices to deal with the expected workloads of
the future?

Mr. SHIPMAN. Senator, there was a large office consolidation ef-
fort that occurred early in the last Administration. I think we need
to reevaluate all opportunities for us to utilize technology enhance-
ments that are available now that might not have even been avail-
able 5, 6, 7, 8 years ago, and to see if there are opportunities for
us to gain additional savings that could be re-channeled into staff-
ing needs and other things.
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With respect to the current budget request, I might ask Mr.
Kaplan or Jim Little to speak to that, as well.

Senator COCHRAN. Mr. Kaplan.

Mr. KAPLAN. As far as permanent staffing is concerned for the
Farm Service Agency, it is the same in 2002 as we plan to have
in 2001. Temporary staffing does go down from 2,461 to 2,000 staff
years.

We expect less of a disaster program or we do not want to as-
sume a disaster program, and the requested staffing should meet
the needs of the FSA, is what we are told.

Senator COCHRAN. If there is an additional program, a benefit
program approved by Congress this year to farmers, will we have
to tf?é(e another look at that, in terms of the reduction in temporary
staff?

Could they actually handle another disaster program without
having any temporary or additional permanent employees in these
offices?

Mr. SHIPMAN. Senator, I think that would be dependent upon
what commodity prices are at the time and what the staffing needs
to process marketing loan and loan deficiency payment applications
are at that time as well.

As you may recall, in the last 2 years, as Congress has provided
emergency disaster assistance to the Department to deliver to
farmers, it has provided with it supplemental appropriations or au-
thorities to utilize a percentage of the funding for delivery ex-
penses.

And so that may very well be necessary depending on what the
current conditions are if Congress approves a program.

Senator COCHRAN. Thank you.

Mr. Collins, we talked about the outlook for the farm economy,
and you gave us some good news and then some not-so-good news
in your assessment of the situation.

Comparing the outlook for this crop year with what we observed
last year and the year before, can you predict whether farmers will
be just as in need of additional assistance for market loss or other
benefit program assistance as they were for the past 2 years?

Mr. CoLLINS. The only way I can really do that is by looking at
projected net income and if you look at it just for the principal pro-
gram crops, let us say wheat, rice, the four feed grains, cotton and
add soybeans to that, then it would look like for the 2001 and 2002
crop year that net income will fall in the range of $6 billion below
what it was the last couple of years.

Just coincidentally that happens to be close to the kinds of num-
bers people are talking about for financial assistance—maybe it is
not coincidental—for the 2001 and 2002 crop year.

Net returns from the market the last 2 years have been very
weak. They are going to get a little bit better in the 2001 and 2002
crop year. But then we are going to have the problem of higher pro-
duction costs. And so when I am giving you a figure, I am talking
about net income.

Production costs were fairly stable in the mid-1990s then they
shot up last year and they are going to shoot up again this year.
And so even though the market is getting a little better, it will put
net income from the marketplace about where it was a year ago.
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Senator COCHRAN. Is the increase in costs mainly attributable to
increased energy costs?

Mr. CoLLINS. Energy costs are the single biggest factor. We also
have higher labor costs, as well. But energy is the single biggest
increase.

Senator COCHRAN. Senator Johnson, I think, asked you about the
renewable energy resources and you talked about ethanol.

Mr. CoLLINS. Right.

Senator COCHRAN. And are there any other programs like that
or any activities like that in agriculture to produce energy re-
sources on the farm that would help reduce the costs? Are any of
these technologies up to the point now where they actually will
have the prospect of reducing energy costs in the future?

Mr. CoLLINS. Not really reducing energy costs. Agriculture’s con-
tribution to the total energy picture in the nation is pretty small.

Of the total energy used in the United States, renewable energy
only accounts for about 3 or 4 percent. Of the total gasoline burned
in the United States, ethanol only accounts for 1.2 percent. Of the
total diesel burned in the United States, biodiesel accounts for basi-
cally zero.

So agriculture is not going to bring down the prices of energy in
the United States over the next few years. Over the long term, ag-
riculture can do some things. Agriculture can make a greater con-
tribution to electricity production for example.

The CRP program this year has a biomass pilot project, where
up to 250,000 acres could be used to produce energy, and all of that
is being used to produce electricity. So there are some electricity
gains that could be made. But that is going to take years. There
are some biodiesel gains that could be made. That is going to take
years.

The real big gain is ethanol right now, which accounts for 600
million bushels of corn, and that makes a material difference in the
LDP’s that we are paying out. That does make a difference in the
cost of the corn program.

But there really not much else like ethanol. There is increasing
production of what people call bio-products or bio-chemicals is res-
ins, coatings, lubricants, plastics, these kinds of things, which are
made from agricultural materials.

And that is helping the industrial demand, again, primarily for
corn. But over time we need new technologies that can help convert
the11 other types of agricultural materials into these products as
well.

FARM LOAN REPAYMENT

Senator COCHRAN. In looking at the needs of farmers in the cred-
it area, I was interested in an assessment of the payment of loans
and the fact that the repayment rate has been better than in years
past. That is encouraging.

Is it because farmers are not borrowing or using the credit pro-
grams that are authorized to be administered by USDA? How do
you account for those significant improvements?

Mr. SHIPMAN. Senator, I am not sure that I can answer your
question specifically. I think it is a combination of things, and I
will ask Jim Little if he can speak more specifically to that.
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In its continued depressed condition the farm economy may be
driving what would normally be commercial bank borrowers to the
government. And so we may be displacing higher risk borrowers,
if you will, with lower risk ones.

And I think also it is a factor of the changes in the program that
Congress has authorized and the restrictions that have been placed
on borrowing through the last farm bill. Those dividends are begin-
ning to pay.

Jim, do you have——

Senator COCHRAN. Mr. Little, come up to the table and give us
your reaction to that.

Mr. LirTLE. Thank you, Mr. Chairman. I think some of it might
have to do with the Debt Collection Improvement Act of 1996. We
have done a little bit better—a lot better job in administering the
programs, as well as making an effort to work with the borrowers
in getting their repayments. The Debt Collection Improvement Act
authorizes an offset program with the Department of Treasury, so
we have a lot better collection tools.

Also, the States have better information that we provide to them,
and they are working with the borrowers one on one in attempting
to get them to repay, as well as making compromises, along with
the debt offset program. I believe these factors have a lot to do with
the reduction in the delinquency rate.

Senator COCHRAN. Do you know how much is on hand for Farm
Service Agency loans and loan guarantees as compared to the lev-
els we appropriated for fiscal year 2001?

Mr. LITTLE. I do not have that amount at the tip of my fingers.

Senator COCHRAN. Well, you can submit that for the record. And
we would like to know if you expect that any supplemental funding
might be needed for any of these programs during the current fis-
cal year?

Mr. LITTLE. Yes, sir. We will provide that for the record.

[The information follows:]

FARM SERVICE AGENCY
[Status of Farm Loan Programs as of April 30, 2001]

Funding (in millions of dollars) Number of loans

Program made

Supportable ! Obligated Available

Direct:
Farm Operating ...........ccoooevvveeevemeevveorsrenerenns $700 $490.5 $209.5 9,918
Farm OWNership ......cc.cocveevveveciveresisiesis 156 128.5 215 1,159
Emergency 298.5 59.6 2389 1,155
Indian Land Acquisition ........cccccccoeverrernnee. 2 0.1 1.9 1
Boll Weevil Eradication .........cccocenieeernereenn. 100 10 90 1
Seed Loans 35 27.1 79 581
Apple Loans 99.6 6.2 93.4 221
Guaranteed:
Operating, Unsubsidized ...........cccoovevvenrrnnes 1,187.1 659.6 527.5 4,075
Operating, with Interest Assistance . 4733 3839 89.4 2,185
Ownership, Unsubsidized ..........cccoooevvenrrenee 1,009.5 443.9 565.6 1,822

1 Supportable includes fiscal year 2001 appropriations and fiscal year 2000 carryover unobligated balances.

The Farm Service Agency does not plan to request any supplemental funding for
the farm loan programs for fiscal year 2001.

Senator COCHRAN. Okay. Let me ask a question on another sub-
ject, foreign trade. We talked about the expansion of trade and ne-
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gotiating new agreements, trying to help make sure we get a share
of emerging markets for farmers in America.

Is there a realistic expectation that these increased market op-
portunities will help increase prices of U.S. farm products, the
money that farmers are actually making? What is your assessment
of that, Mr. Collins?

Mr. CoLLINS. I think that is our goal. I think——

Senator COCHRAN. Yes. But farmers tell me sometimes, they say,
“It is great to have these new markets expanded, but I am not see-
ing it reflected in the prices that we are getting from our commod-
ities.”

Mr. CoLLINS. I can appreciate that. We certainly had the Uru-
guay Round adopted with great fanfare, and farmers asked me, you
know, “Where are the benefits of it? I have watched my exports go
from $60 billion down to $50 billion over the last few years.”

And the answer is complicated. There are a lot of things that
have happened in the world, particularly the economic problems in
Asia and Latin America and Russia and the exchange rate, and
large crops around the world and that sort of thing. But if you look
at American agriculture, the only best hope we really have is to ex-
pand market demand.

We are going to have tremendous productivity gains in the fu-
ture. We have always had tremendous productivity gains.

We have the GMO revolution before us. And I think what we
have to do is work on reducing production costs and work on ex-
panding demand. And expanding demand will be through, I hope,
non-food products, but also we can look around the world and we
can see—as everyone says, 94 percent of the world’s population is
outside of the United States.

We have strong growth, income prospects in Latin America,
North Africa in the Middle East, and Asia. And those are going to
be prime growth markets in years to come. And a lot of that growth
is going to be not necessarily in corn or wheat or rice. It is going
to be in value-added and high-value products.

And, of course, that can benefit bulk products. You know, the
more meat we export, the more soybean meal is going out as meat.
Corn is going out as meat. Barley is going out as meat. Sorghum
is going out as meat. So it can help the bulk products as well.

But over the next couple of years I see a slow recovery in exports.
In fact, I would guess that we would not hit our $60 billion figure
that we hit in 1996—I think we would not hit that until like 2003
or 2004.

But the point is: You have to keep building this demand base,
and that is what our export programs are trying to do. At some
point, we are going to get the engine of the world economy firing
in all eight cylinders and then, hopefully, we will see the kind of
growth in exports that we saw through much of the 1990s pick up
again. But I cannot tell you exactly when that is going to occur.

EMERGENCY DISASTER ASSISTANCE PAYMENTS

Senator COCHRAN. With respect to the disaster emergency assist-
ance program this year, it is encouraging that now in place are
signup notices, and there are clear signs that progress is being
made in getting the regulations out. It is really amazing to me that
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so much work by the new Administration has been done so quickly
to get us to this point.

Will there be a time that you can expect when all payments will
actually be made to those who are eligible? Can you look ahead and
predict when that date will be?

Mr. SHIPMAN. Senator, when Secretary Veneman first came into
office, I set a goal in my own mind that we would try and be done
with the crop disaster program, the crop quantity loss, if you will,
within 60 days.

And I think we met it or came very close to that. And taking into
account the complexity of the crop quality loss program, I have
been hoping that at least within 60 days of completion of the quan-
tity loss, we would be done with the quality loss. And I think we
are on track to meet that.

As far as when the final payments will be done, that depends
largely on how long a signup we have. But it is important to re-
member in both of these programs and in all of those that Congress
did not place specific dollar limitations on, once a producer com-
pletes his application, and we process it, we can issue a check al-
most immediately.

Now, there are programs such as the Tri-Valley Cooperative Pro-
gram and others which are dollar limited. The oilseeds program is
another example, where it was limited to $500 million. In those
cases we have to allow the signup to complete, the county offices
to transmit that data back to Washington, and us to apply a pro-
ration factor.

But in the specific examples of crop quantity and quality losses,
once those producers submit their applications and we process
them, we should be able to issue a check; maybe not immediately,
but certainly we can do so before the signup is complete.

Senator COCHRAN. I congratulate you on the leadership you are
providing and the success that you have had in meeting those tar-
get dates.

A couple of questions that I had planned to ask about bio-
technology and trade and the effect have already been asked and
answered by other Senators.

I am glad that we are apparently getting a better handle on this,
and the people around the country and around the world are un-
derstanding that biotechnology is not a bad word necessarily. It has
provided a lot of efficiencies and safer supplies of food in more in-
stances than not.

One of our food aid programs is Public Law 480 and the Title I
program particularly. And I notice in the budget there is something
called a “Blueprint for New Beginnings,” and the Administration
proposes to undertake a review of Public Law 480 Title I to evalu-
ate its continued effectiveness in meeting market development ob-
jectives.

Do you know how long this evaluation will take and what it in-
volves, and what market development objectives may be used to
evaluate the effectiveness of the program?

Mr. SHIPMAN. Senator, this is a top-to-bottom review, as I would
describe, to borrow from the Pentagon’s evaluation of some of its
operations, a top-to-bottom review of our food aid programs within
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the Department that was, agreed to as you mentioned, a part of the
President’s budget blueprint.

We will be cooperating with the Office of Management and Budg-
et to do that. And it will encompass all aspects of what our food
aid program objectives are and how we administer that program.

We look forward to participating in that and to completing it ex-
peditiously. But to my knowledge that process has not yet begun.
And so it would be difficult for me to provide you with an expected
target date.

Senator COCHRAN. My last question has to do with crop insur-
ance, one of, I am sure, your favorite subjects.

The Agricultural Risk Protection Act, when it was passed by
Congress and signed by President Clinton in June of 2000, has re-
sulted in the Farm Service Agency and the Risk Management
Agency reconciling data that will be used to combat fraud and
abuse.

Can you provide the members of the subcommittee with a report
on the data reconciliation process and when the process might be
complete?

Mr. SHIPMAN. Senator, let me first ask that you let us submit a
more detailed answer for the record. But in general terms, the Risk
Management Agency entered into contracts with Tarleton Univer-
sity and one other vendor, as I recall, to participate in some data
mining activities in evaluating the information that we have, and
in trying to come up with methods by which we can compare Farm
Service Agency data with Risk Management Agency data and to
have analogies that can occur which will show us where there are
potentials for fraud and abuse and other things.

That is an ongoing process that we are hopeful will yield—along
with the cooperative role or arrangement between RMA and FSA
at the county office level—a better compliance system that will get
rid of some of the perceived problems with the crop insurance pro-
gram in general. We are hopeful that we can utilize this technology
in order to do that.

[The information follows:]

The Risk Management Agency (RMA) and Farm Service Agency (FSA) are work-
ing onn procedures for data reconciliation, which will be Part 4 of the RMA/FSA 4—
RM Handbook. This handbook details procedures for the implementation of the Ag-
ricultural Risk Protection Act of 2000 (AR-PA). The reconciliation will initially in-
clude four basic fields: producer identification, acreage, share, and production. The
reconciliation of RMA and FSA data will zero in on 19 FSA program (loan deficiency
payment) crops. The procedures should be finalized by June 30, 2001, and will then
be included in the Handbook. The reconciliation should begin by August 31, 2001,
for crop year 2001 and will include three of the four basic fields, excluding produc-

tion. Changes to other similar RMA/FSA data will be made in fiscal year 2002. RMA
and FSA will continue to maintain their respective data bases.

Senator COCHRAN. I am hopeful that we can see a crop insurance
program in place that will make it less likely that annual emer-
gency bills will be necessary. That would be one of the results of
a workable, affordable crop insurance program that works like
farmers expect it to.

But we do have to make sure that those who are abusing the
program or who are engaging in fraudulent practices are not suc-
cessful in continuing that. And there has to be a budget impact on
all that, as well.
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Well, I appreciate very much the witnesses’ cooperation with our
Committee today at this hearing to examine the state of our farm
economy and the budget request as it relates to farmers and the
assistance programs that are funded in the budget to help make it
more likely that farmers can operate profitably, and we can
strengthen our farm economy.

This concludes today’s hearing. We appreciate very much, as I
said, the cooperation of the chief economist and our new deputy un-
dersecretary, Mr. Shipman.

ADDITIONAL SUBMITTED QUESTIONS

Additional questions may be submitted in writing by the Com-
mittee members, and we hope you will be able to answer them
within a reasonable time.

[The following questions were not asked at the hearing, but were
submitted to the Department for response subsequent to the hear-
ing:]

QUESTIONS SUBMITTED TO THE FARM SERVICE AGENCY

QUESTIONS SUBMITTED BY SENATOR THAD COCHRAN
PRODUCTION FLEXIBILITY CONTRACT PAYMENTS

Question. Given that the scheduled annual reduction in Production Flexibility
Contract (PFC) payments under the 1996 Farm Bill and lower loan deficiency pay-
ments are to reduce government payments by $2.5 to $3 billion in 2001, is a second
PFC payment needed to help farmers at least break even this year?

Answer. Farmers may need additional government payments depending on final
plantings, harvested yields per acre, and market prices. According to the fiscal year
2002 President’s Budget estimates, PFC payments and marketing loan benefits
(loan deficiency payments and marketing loan gains) are expected to decline from
$12.2 billion for the 2000 crop year to $9.7 billion for the 2001 crop year, a decrease
of $2.5 billion. However, under the baseline projections, market revenues for the
wheat, feed grains, upland cotton, rice, and oilseeds are expected to increase about
$1.2 billion for the 2001 crop compared with the 2000 crop, partially offsetting the
decline in government payments.

Commitment at this time to a specific type and level of additional assistance is
premature, particularly since spring planting is not complete. World weather pat-
terns are still a major influencing factor that will affect the outcome of plantings,
harvested yields, and market prices.

EFFECTS OF ENERGY COSTS

Question. How have increases in petroleum and natural gas prices affected specifi-
cally the poultry industry, a major industry in my State?

Answer. Last winter saw dramatic increases in the cost of heating poultry houses.
Many producers saw their costs more than double, resulting in negative returns.
While some integrators modified their heating allowances, these increases fell far
short of meeting the increased costs. With the heating season now over, higher pe-
troleum and natural gas prices are not expected to have a significant direct impact
on poultry producers, and with rising prices for poultry products, grower returns are
expected to return to profitable levels.

Question. What other agricultural sectors have been hit extremely hard by the in-
creased energy and fuel costs?

Answer. In general, the farm economy appears to be responding efficiently and
in a normal market-oriented way to increased energy prices. Most farmers are fac-
ing higher costs of production and reduced incomes due to higher energy prices. Pro-
duction costs are also up for food processing and distribution, but very little effect
is expected on retail food prices or the supply of food.

The Department’s current forecast of U.S. farm income for 2001 placed farm ex-

enditures on fuels and oils, electricity, fertilizer and pesticides at $30.9 billion, up
5700 million from 2000. Developments since the forecast was made indicate that
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farm spending on farm energy inputs may actually increase by $2 to 3 billion, fur-
ther eroding farm income.

Sectors of the farm economy that are experiencing or are expected to experience
disproportionate adverse impacts from higher energy prices are those that are rel-
atively energy intensive—irrigated crops in the West that have high pumping costs,
corn production due to both high fertilizer inputs and the need for grain drying, cot-
ton ginners due to drying, and horticultural producers who have very little flexi-
bility in adjusting to higher energy prices.

Question. How will these increased energy and fuel costs affect irrigated crops, es-
pecially in the Southeast?

Answer. Southeastern irrigated agriculture should experience less of an impact
than western areas due to both the lower amount of water used per acre and the
higher per acre value of the crops irrigated. While increases in energy prices are
expected to decrease growers’ returns, total acres irrigated in the southeast are ex-
pected to remain relatively unchanged. The most recent agriculture census indicated
that in 1998 about 2 to 3 percent of total irrigated acres suffered diminished yields
resulting from interruptions due to high energy costs. Given the recent increases in
energy prices, yield impacts are expected to increase. Farmers are expected to re-
spond to the higher energy prices by reducing the volume of water used and switch-
ing to crops requiring less water.

FARM INCOME

Question. I am very concerned with the agriculture credit situation that our farm-
ers are currently facing. Low market prices have placed our producers in a state
that makes their individual cash flow more important than ever. What suggestions
do you have to assure credit availability in the near future?

Answer. Ample credit is available through commercial lending sources for family
farmers, contingent upon their ability to conduct a profitable farming operation. Un-
fortunately, low commodity prices and weather problems have made it difficult for
some family farmers to finance their farming operations. This situation has created
strong demand for FSA credit assistance. In fiscal years 1999 and 2000, FSA pro-
vided loans and loan guarantees totaling $7.5 billion to 71,000 family farmers . Be-
ginning farmers use FSA direct loan programs to establish family farms, while es-
tablished farmers use FSA guaranteed loans to sustain their existing farm busi-
nesses.

Full funding of the direct and guaranteed loan programs will allow family farm-
ers, who are unable to obtain credit from a commercial source, an opportunity to
secure financing until an improvement in economic conditions returns.

Question. With the farm economy in the state that it is, what is happening in the
land market?

Answer. Farmland prices depend both on landowners’ and land buyers’ expecta-
tions about profits that agriculture may provide in the future, and, particularly in
the Northeast and West, on the demand for rural land for development and recre-
ation. The value of farm real estate rose in 2000 and USDA forecasts that it will
be steady in 2001, indicating that farmland owners anticipate that either Govern-
ment programs or the marketplace will provide them with adequate returns on their
land and other assets.

Farm Real Estate Values in the 1990’s
[In billions of dollars]

Year Real Estate Value
619.1
624.8
640.8
677.6
704.1
740.5
769.5
808.2
841.8
870.0
874.4
883.1

Of course, national statistics mask the diverse conditions facing producers across
the country. The latest available USDA statistics show that per acre land prices de-
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clined slightly in 1999 in three Corn Belt States. Corresponding statistics for 2000
will be available in July 2001.

FARM REAL ESTATE—AVERAGE VALUE PER ACRE, BY REGION AND STATE
[January 1, 1996-2000]

Change

State 1996 1997 1998 1999 2000 1999-2000

(Percent)

Northeast: $2,220 $2,240 $2,280 $2,370 $2,470 42
CT 5,950 5,950 5,950 6,300 6,600 438

DE 2,550 2,580 2,660 2,750 2,850 3.6

ME 1,150 1,170 1,190 1,200 1,210 0.8

MD 3,110 3,150 3,180 3,300 3,500 6.1

MA 5,100 5,150 5,210 5,500 5,900 73

NH 2,250 2,250 2,250 2,250 2,300 22

NJ 7,100 7,100 7,000 7,000 7,100 14

NY 1,260 1,250 1,280 1,340 1,410 5.2

PA 2,270 2,300 2,390 2,500 2,620 438

RI 6,500 6,500 6,500 6,500 6,500 0.0

VT 1,490 1,500 1,520 1,570 1,640 4.5

Lake States: 1,130 1,200 1,280 1,390 1,490 1.2
M 1,420 1,530 1,670 1,850 2,100 13.5

MN 1,030 1,090 1,160 1,230 1,270 3.3

Wi 1,130 1,170 1,240 1,370 1,500 9.5

Corn Belt: 1,510 1,610 1,730 1,830 1,840 0.5
IL 1,900 1,980 2,130 2,250 2,220 -13

IN 1,740 1,870 2,060 2,220 2,210 -0.5

IA 1,450 1,600 1,700 1,770 1,750 -11

MO 950 1,010 1,070 1,130 1,190 5.3

OH 1,820 1,890 2,040 2,220 2,250 14
Northern Plains: 463 481 499 510 526 3.1
KS 553 565 577 580 590 1.7

NE 610 620 645 670 695 3.7

ND 383 390 401 406 415 2.2

SD 310 325 348 360 380 5.6
Appalachian: 1,550 1,630 1,720 1,840 1,940 54
KY 1,300 1,350 1,450 1,530 1,590 3.9

NC 1,900 2,000 2,080 2,250 2,400 6.7

N 1,530 1,650 1,810 1,950 2,100 1.7

VA 1,840 1,880 1,920 2,040 2,130 44

Wv 980 1,050 1,090 1,070 1,060 -09
Southeast: 1,580 1,630 1,700 1,770 1,920 8.5
AL 1,320 1,360 1,440 1,520 1,680 10.5

FL 2,150 2,200 2,240 2,260 2,400 6.2

GA 1,360 1,430 1,510 1,630 1,800 10.4

SC 1,360 1,400 1,480 1,520 1,600 53
Delta States: 1,020 1,070 1,130 1,180 1,230 42
AR 1,010 1,070 1,150 1,220 1,250 2.5

LA 1,180 1,190 1,210 1,210 1,250 33

MS 917 980 1,050 1,100 1,180 73
Southern Plains: 541 557 596 613 631 29
0K 547 570 610 625 634 14

X 540 554 593 610 630 33
Mountain: 383 399 415 426 440 33
AZ! 880 920 987 1,070 1,140 6.5

co 558 590 618 630 640 1.6

ID 900 960 1,020 1,090 1,170 7.3

MT 289 291 294 296 300 1.4

Nv! 332 366 392 420 440 48

NM1 212 215 217 217 215 -09

Ut 740 780 807 855 900 5.3

WY 206 215 222 220 235 6.8
Pacific: 1,670 1,730 1,780 1,870 1,890 1.1
CA 2,400 2,500 2,610 2,770 2,850 29

OR 928 960 960 1,000 1,020 2.0

WA 1,120 1,160 1,190 1,190 1,150 —34
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FARM REAL ESTATE—AVERAGE VALUE PER ACRE, BY REGION AND STATE—Continued
[January 1, 1996-2000]

Change
State 1996 1997 1998 1999 2000 1999-2000
(Percent)

Total, 48 States ........ccccooommirrrrrevcevcens 887 926 974 1,020 1,050 2.9

Excludes Native American Reservation Land.

Federal Reserve Bank analyses also provide information on recent regional land
value trends. The following are excerpts from their latest available reports:

Kansas City District.—In this district, which covers Kansas, Missouri, Nebraska,
Oklahoma, Colorado, New Mexico and Wyoming, farmland values climbed in the
fourth quarter of 2000, finishing their strongest year since 1997. In 2000, district
cropland values rose nearly 4 percent while district ranchland values surged nearly
7 percent. All district States posted strong gains in farmland values during 2000
with Kansas and the Mountain States leading the way. Many district bankers noted
that recent gains in farmland values came in response to non-farm demand factors
and hefty government payments rather than good times in the industry.

Minneapolis District.—In this district, which covers Montana, North Dakota,
South Dakota, Minnesota, northwestern Wisconsin, and the Upper Peninsula of
Michigan, cropland prices increased over last winter’s prices from an average of 5
percent in Minnesota to 15 percent in western Wisconsin. In addition, pasture land
price increases ranged from an average of 5 percent in Minnesota to 11 percent in
South Dakota over those of a year ago.

Chicago District.—In this district, which covers Illinois, Indiana, Iowa, Michigan
(except for the Upper Peninsula), and Wisconsin (except for the northwestern por-
tion), percent changes in the dollar value of “good farmland” from January 1, 2000,
to January 1, 2001, were: Illinois, +4; Indiana, +7; Iowa, +7; Michigan, +3; and
Wisconsin, +8.

Question. Are farmland prices declining and reducing the equity position of farm-
ers?

Answer. Farm real estate values increased throughout the 1990’s and 2000, and
USDA forecasts they will be stable in 2001. Farm land accounts for about 78 per-
cent of the value of farm assets. Thus, stable or increasing land prices are crucial
in maintaining farmers’ equity positions, also commonly called net worth. A major
downturn in landowners’ expectations about the ability of agriculture to produce
profits—whether due to market conditions, input costs, or changes in Government
programs—could bring about large declines in farm real estate values, significantly
eroding the equity position of farmers.

Question. Is this declining equity position making it difficult for farmers to borrow
money to meet operating expenses?

Answer. Farmers’ equity, or net worth, increased each year in the 1990’s and in
2000. USDA forecasts a further 1-percent increase in 2001. Firm real estate values
will help provide farmers with the collateral needed to qualify for loans.

Farm Equity in the 1990’s
[In billions of dollars]

Year Farm Equity
702.6
705.0
729.3
768.2
789.3
816.8
848.7
887.7
912.7
940.2
941.6
951.0
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COMMODITY LOAN RATES

Question. Agriculture commodity organizations have testified that the current
commodity loan rates are not equal. If loan rates are raised and become equal, how
do you believe the commodity market would respond?

Answer. Nearly all of the farm and commodity groups have called for some
changes to marketing assistance loan rates as established under the Federal Agri-
culture Improvement and Reform Act of 1996 (FAIR Act). With the exception of the
American Soybean Association (ASA), these calls for loan rate realignment have
been based on concerns that the current soybean loan rate, relative to the loan rates
for other commodities, distorts farmer planting decisions in favor of soybeans. The
$5.26-per-bushel soybean loan rate is substantially higher than the average per-
bushel variable cash expenses incurred producing a bushel of soybeans. Adjusting
per-acre variable cash expenses to a per-bushel basis using a moving 5-year average
for yield, the soybean loan rate exceeds per-bushel variable cash expenses by 160
percent. The corn and wheat loan rates exceed variable cash expenses by 60 and
80 percent, respectively.

Soybean acreage has expanded substantially since the mid-1990’s. Between 1996
and 2001 (based on 2001 producer planting intentions reported in the March 2001
Prospective Plantings), soybean acreage has increased from 64.2 million acres to
76.7 million acres, an increase of 12.5 million acres, or 19 percent. During this same
period, corn acreage fell by 2.5 million acres, or 3 percent, and wheat acreage fell
by 14.8 million acres, or 20 percent. As ASA has argued in its recent testimony be-
fore the House Agriculture Committee, not all of this increase in soybean acreage
and decrease in corn and wheat acreage has been the result of the $5.26-per-bushel
soybean loan rate.

Soybean acreage increased substantially during the early 1990’s, growing from
57.8 million acres in 1990 to 64.2 million acres in 1996, an increase of 6.4 million
acres, or 11 percent. Nearly all of the increase in soybean acreage in 1996, 1997,
and 1998 resulted from planting flexibility offered under the FAIR Act, which elimi-
nated planting restrictions and planting requirements to protect program crop acre-
age bases. Soybean acreage in these years also expanded as the result of new vari-
eties better adapted to the western and northern growing areas and the advent of
biotech crops like Roundup Ready soybeans.

Realigning loan rates so that they do not favor the planting of soybeans would
likely cause some acreage to shift from soybeans to other commodities. Thus, assum-
ing no other supply and demand changes, soybean market prices would increase
while market prices would decrease for the commodities for which plantings in-
crease.

CONSERVATION RESERVE PROGRAM ACREAGE

Question. Most economists seem to believe that the depressed commodity prices
are directly related to excess supply of each product. With this in mind, would it
be beneficial to increase acreage limitation within the current Conservation Reserve
Program?

Answer. There are really two questions or issues: (1) What impact would increas-
ing CRP enrollment have on commodity prices, and (2) What would be the con-
sequences of higher commodity prices? The answer to the first question hinges on
the response both domestically and internationally. Expansion of CRP would be ex-
pected to reduce domestic supply and thereby increase commodity prices and in-
crease U.S. farm income, especially when increases in aggregate CRP rental pay-
ments are included. The extent of the commodity supply and price impacts largely
depend on the actual net change in planted acreage of each commodity that occurs
as a result of the change in CRP enrollment. Typically plantings decline, but not
by an amount equal to the increased CRP acreage. This mitigates the commodity
supply and price effects, which is compounded if increases in international produc-
tion occur.

An earlier analysis of the price impacts of expanding the CRP gives an indication
of the magnitude of crop price changes that could be attributable to a future expan-
sion of the program. As an example, the analysis suggested that increasing the pro-
gram to 45 million acres could result in wheat, corn, and soybean price increases
of 15 cents, 2 cents, and 25 cents per bushel, respectively, compared with a 36.4-
million-acre-program. Price impacts would amount to about half of these levels for
a 40-million-acre program.

The second issue relates to the consequences on the farm sector and society of
lower commodity supplies and higher commodity prices. While crop income is gen-
erally expected to increase and landowners would benefit, net incomes of livestock
producers may decline. Consumers lose whenever supplies decline and prices in-
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crease. Again, past economic studies have concluded that the CRP at current levels
has resulted in net economic benefits to domestic and foreign producers and con-
sumers, but only when estimates of the environmental benefits are included. Based
on these studies, enlarging the program above the current 36.4-million-acre limit
may result in net benefits for society.

CROP LOSS ASSISTANCE

Question. It is my understanding that a producer is eligible for payment under
the Crop Quality Loss Program as long as 20 percent of the affected area experi-
ences quality loss. Is my assumption correct?

Answer. No, it is not. Producers will be eligible for a Quality Loss Program (QLP)
payment if they provide written documentation substantiating that the harvested
production of a crop produced in the 2000 crop year suffered a minimum of a 20
percent reduction in quality due to an eligible cause of loss. Affected production may
be calculated using the smallest measurable unit for which acceptable records exist,
such as bale, truck load, bin or bunk. County “average” quality loss percentages are
not applicable to QLP.

Question. Additionally, will a producer be able to choose to collect the quality loss
payment or the crop loss disaster payment?

Answer. Producers can receive both a CDP payment and a QLP payment. How-
ever, payment cannot be received for the same loss under both CDP and QLP. If
a portion of the CDP payment includes a quality adjustment, the calculated QLP
Fayment will be reduced by the portion of the CDP payment attributed to quality
osses.

STARLINK BUY-BACK/BIOENGINEERED FOODS

Question. USDA has recently announced a purchase program for seed containing
the protein (Cry9C) found in StarLink corn. Out of 300 contracts sent out to the
seed companies by USDA, 78 seed companies reported contaminated seed and
signed up to participate in the buy-back program. Do you have any concern that the
remaining 148 companies not participating in the program may be selling contami-
nated seed?

Answer. No, companies involved have recovered and taken control of all lots of
hybrid seed corn found to have the Cry9C protein. Seed companies routinely test
their products for impurities and many took steps to detect Cry9C before USDA rec-
ommended testing procedures on December 29, 2000. Additionally, CCC has directly
contacted all seed companies to stress the importance of testing and advised them
not to sell any seed corn that tests positive for the Cry9C protein. Press releases
have also been issued advising farmers to not plant any seed corn this year that
has not been tested or verified to be negative for the protein. Farmers have been
advised to return any positive or untested seed to their dealer for a full refund.

Question. The Washington Post has reported that StarLink was found in new cat-
egories of corn products such as corn bread, polenta, and hush puppies in tests con-
ducted by the company, Aventis, that developed the corn. In your opinion, will this
trigger more food recalls and cause more countries that are opposed to genetically-
engineered food to avoid U.S. food products?

Answer. The new information provided by Aventis appears to support the Envi-
ronmental Protection Agency’s (EPA’s) assessment that the wet-milling process ef-
fectively eliminates StarLink from finished products. The reports did indicate that
the dry-milling process denatures but does not totally eliminate pure 100 percent
StarLink in finished food products. However, StarLink is no longer approved for pro-
duction, and therefore, the 100 percent pure StarLink will not be grown this year.
EPA, the U.S. Food and Drug Administration, and USDA are continuing to coordi-
nate an aggressive Federal effort, in cooperation with growers, millers, the food in-
dustry and Aventis, to divert StarLink corn away from the human food supply.

Through the Cry9C Protein Seed Corn Purchase Program (Program), USDA is re-
moving the Cry9C protein from the food chain and destroying it before it has an
opportunity to spread further. Under this program, USDA is purchasing for destruc-
tion, seed corn that contains any Cry9C protein. Current estimates are that the test-
ing procedures detect concentrations of less than 1 percent. Given this low detection
threshold and the destruction of known seed containing the protein, it is highly un-
likely that the Cry9C protein will show up on any tests on this year’s corn crop.
USDA has been very successful in working with growers and seed companies to en-
sure that seed intended for the 2001 growing season is tested for the presence of
Cry9C (StarLink) and is not planted if found to contain Cry9C. Therefore, we be-
lieve there should be no additional food recalls or foreign concerns for the 2001 U.S.
corn crop.
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QUESTIONS SUBMITTED BY SENATOR ARLEN SPECTER
LDP PROGRAM REPAYMENTS IN PENNSYLVANIA

Question. 1 contacted Secretary Glickman last year and Secretary Veneman in
February of this year to request assistance in resolving an unacceptable situation
in Erie County, Pennsylvania. Specifically, due to erroneous actions taken by the
Farm Service Agency Office in Waterford, Pennsylvania, hundreds of Erie County
farmers were told to repay loan deficiency payments they had received for 1998 and
1999 crop years. These farmers report they would have been entitled to these pay-
ments had USDA employees correctly assisted them in filling out the applications.
A recent article in a Northwestern PA publication indicates that USDA has chosen
to reverse its earlier decision with regard to repayment, although only for those who
have not made repayments. My office has not been informed of any such decision
by the Department.

Is this report accurate?

Answer. No, this report is not correct; USDA has not reversed its decision.

Question. If so, how does the Administration justify holding farmers in Erie Coun-
ty to different standards with regard to this situation?

Answer. The standards are uniform for everyone.

QUESTIONS SUBMITTED BY SENATOR HERB KOHL
STATE MEDIATION GRANTS

Question. Please provide information regarding the number and type of problem
resolutions that have been achieved though this program and include estimates on
dollar amounts of loans that were prevented from being discharged through bank-
ruptcy or other final resolutions that would have been counter to the interests of
either party.

Answer. The USDA State mediation programs have helped resolve many areas of
disputes, including farm loans, price support payments, wetland determinations,
conservation compliance, and Conservation Reserve Program payment eligibility.
The most difficult disputes to resolve involve farm loan programs, which represent
60 percent of mediation cases. Disputes involving the Conservation Reserve Pro-
gram and production flexibility contracts represent the bulk of the other cases. Dis-
pute issues involving rural housing loans, rural business loans, and crop insurance
are considered appropriate for mediation by the USDA State mediation programs.
The number of mediation clients increased from 4,140 in fiscal year 1999 to 4,673
in fiscal year 2000. The number of agreements or resolutions increased from 2,898
in fiscal year 1999 to 3,411 in 2000.

It is difficult to estimate the dollar amounts of loans that were prevented from
being discharged through bankruptcy as a result of mediation. We do know that
conflict is an expensive business. To the extent that regulations and procedures pro-
vide opportunities for voluntary resolution of disputes, financial benefits of medi-
ation accrue not only to USDA but to other governmental institutions, businesses,
and individuals, including farmers and ranchers. For example, State mediation
cases usually cost between $400 to $800 a case depending on the complexity of the
dispute and the number of participants involved. The average resolution rate is over
73 percent. The Nebraska Department of Agriculture reported that a significant
amount of money is saved by parties using the Nebraska State Mediation Program
since the attorney fees alone for a person in bankruptcy average between $3,500 and
$7,500. Many of the savings are intangible such as restoring communications be-
tween farmers and lenders, helping producers improve their decision making abili-
ties, and helping farmers better understand their options thereby making the ulti-
mate solution more workable for them.

NEW MARKETS—BIOTECHNOLOGY

Question. It has been recently reported that scientists have discovered a gene in
certain plants that can be modified that would increase the amount of oil the plant
would produce, thereby, increasing its use for bio-energy. Does USDA support in-
creased research and development in bio-energy and do you think that renewable
energy derived from farm products can serve to replace conventional fossil fuels to
any meaningful extent in terms both of decreasing our energy dependence on foreign
sources and increasing farm income?

Answer. USDA does support increased research and development in bio-energy.
In fiscal year 2001 the Agricultural Research Service will be investing $6.867 mil-
lion in research on this issue, CSREES will be investing $6.594 million, the Forest
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Service will be investing $1 million, and the Commodity Credit Corporation will be
investing $150 million in incentive payments to develop increased production of
biofuels. In addition, the Conservation Reserve Program (CRP) is conducting a dem-
onstration project using grass and trees from six CRP locations to evaluate the fea-
sibility of co-firing and firing electric power generation using biomass.

We do believe that renewable energy from farm products replaces a significant
amount of conventional fossil fuels and decreases our dependence on foreign oil. We
have conducted an analysis to determine the effect of replacing methyl tertiary butyl
ether (MTBE) with ethanol. Results of that analysis indicated that the price of corn
would rise by an annual average of 15 cents per bushel over the 2000 to 2010 period
as a result of the increased demand for corn as a feedstock to produce ethanol. Over
the same period, annual average net farm income would increase by about $1.2 bil-
lion. Replacing MTBE as an oxygenate in gasoline would result in annual demand
for about 4.5 billion gallons of ethanol, about 2.5 times the 2001 annual consump-
tion, which is expected to be about 1.8 billion gallons.

QUESTIONS SUBMITTED BY SENATOR BYRON L. DORGAN
FARM PROGRAM DELIVERY

Question. It’s likely that the farm economy will not improve this year, and there
is a good chance that there will be an effort advanced by Congress to provide more
emergency help similar to what has taken place the past few years.

In a visit to a local Farm Service Agency office in a fairly large county in North
Dakota, I asked about staff needs. A seasoned veteran of many years told me that
the office had experienced a reduction in force of seven full-time employees from the
peak years of employment in the 1980’s, but that the workload that was being asked
of them was larger than anything she had ever experienced since coming to work
in the office.

Obviously, local County FSA office staff are stretched to the limit, and I am con-
Eernclad about the personal stress that is being placed on these workers and their
amilies.

Computerization has made up for some of this loss of staff, but not all. Local
County Executive Directors tell me one additional full time employee would greatly
reduce the burden for existing staff. This is because temporary staff cannot be
charged with many of the tasks, simply because they are not there long enough to
warrant the training required.

Would the Administration support an increase in staff for local offices, given the
need that is quite apparent?

Answer. FSA county offices have successfully implemented more than 25 new dis-
aster and economic assistance programs over the last several years. Much of this
unanticipated workload was completed due to the appropriation of supplemental
funding and the subsequent hiring of temporary staffing. The agency relies on the
flexibility of temporary staffing in order to best meet the changing workload activity
levels and locations associated with the disaster and economic assistance programs.

FSA acknowledges the tremendous workload impact that these increased activi-
ties have had on the permanent workforce. Through the placement of temporary
staffing, FSA has tried to minimize the impact on employee morale and stress
issues. To increase permanent staffing levels at this time, however, would impact
budgetary resources, limit flexibility of remaining staffing distribution, and put the
agency in the position of potential reductions-in-force when workload activities re-
turn to normal ongoing operations.

AG MEDIATION

Question. USDA is requesting $3 million for State agricultural mediation grants
for fiscal year 2002—the same as last year. However, four new programs in Cali-
fornia, Colorado, Mississippi and New York have pending certification applications.
Since this is a growing program due to the continued depressed farm economy, it
has been suggested that $4.5 to $5 million would be a more appropriate funding
level.

Have any States been turned down for participation in this program due to a lack
of funding?

Answer. No States have been turned down for participation in the USDA State
mediation program. California is the 26th State to be certified by USDA. The cer-
tified States are:

Alabama; Arizona; Arkansas; California; Florida; Idaho; Illinois; Indiana; Iowa;
Kansas; Maryland; Michigan; Minnesota; Missouri; Nebraska; Nevada; New Jersey;
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New Mexico; North Dakota; Oklahoma; South Dakota; Texas; Utah; Washington;
Wisconsin; Wyoming.

Colorado, Maine, Mississippi, New York and Tennessee State officials are inter-
ested in becoming certified pending availability of mediation grant funds.

These 26 certified States requested matching Federal grants totaling over $3.825
million. In fiscal year 2001, $3 million was appropriated, and each State’s grant was
prorated to approximately 78 percent of the request. This has resulted in States con-
tributing more than their 30 percent share in order to maintain viable agricultural
mediation programs.

QUALITY LOSS PROGRAM

I want to thank USDA for its commitment to start the signup for the quality loss
program in May. The Farm Service Agency has struggled to get this complex legisla-
tion implemented, and I want to thank the Agency for all the hard work that has
been put forth by everyone involved. I have never doubted that the Agency was not
trying to get this program out to the farmers at the earliest possible date.

Having said that, I still want to impress on you the need to get the notice for
this program published. We all know that there will be some lag time after publica-
tion to allow for county office staff training and to get the software finished and
downloaded. I urge you to include in the publication examples of how the program
will be implemented so that farmers and their bankers have some way to estimate
the assistance that will be forthcoming to them.

Question. Once again, I thank you for committing to begin a signup for the Qual-
ity Loss Program in May. Obviously, there is still some work to do on the interpre-
tation. Can you tell me if the “decision memo” has reached the Secretary’s office for
consideration yet?

Answer. All necessary decisions to begin signup have been made.

Question. Considering the late date of implementation and the fact that financial
plans have been made with question marks with regards to the specifics of this pro-
gram, will the notice include examples so that farmers and their bankers have some
indication of what they can expect for assistance?

Answer. The notice will include examples and explain eligibility requirements for
a QLP payment, including providing acceptable evidence of the quality loss.

FRUIT AND VEGETABLE VIOLATIONS RULE

The Fruit and Vegetable Rule contained in the 1996 farm bill was intended to
keep farmers from switching program crop acres to fruit and vegetable production
while pocketing AMTA payments. If a farmer planted a fruit or vegetable on a pro-
gram acre, the fine was the value of the crop planted.

A number of farmers who grow dry beans in ND have inadvertently violated this
rule due to farm reconstitutions, putting land into or out of CRP, etc. The fines
range from $1,000 to $53,000. The farmer with the $53,000 fine has annual AMTA
payments of $17,000 for his entire farm.

In ND, the fine for growing dry beans on program acres was calculated the fol-
lowing way: the county yield (1,000) x a set price ($.18) = $180/acre

A retroactive rule change was put in place in January:

—1st violation—a fine of 3 times the AMTA payment on the acres in question.

(For ND, a $30 to $45/acre fine instead of $180)

—2nd violation—the fine reverts to the original rule.

The rule change was withdrawn for review in late January of this year.

Question. What is the status of the potential rule?

Answer. The Department is still considering whether to publish a final rule.

Question. Don’t you agree that the penalty for the 1st violation under this change
is a sufficient deterrent, and that leaving the original “drop dead” fine in place for
the 2nd violation is a good compromise in that it alleviates ruinous fines to inad-
vertent violators while protecting the traditional fruit and vegetable growers?

Answer. There are varying opinions on this matter. During the comment period,
some people advocated that no change in the rule should be made.

QUESTIONS SUBMITTED BY SENATOR TIM JOHNSON
BIOENERGY PROGRAM

Question. In South Dakota, the Bioenergy Program has already benefitted three
ethanol companies and four specific plants. Broin Enterprises of Scotland, SD—my
State’s first ethanol plant, and Heartland Grain Fuels—with ethanol plants in
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Huron and Aberdeen, SD—have both been approved for compensation under the
Bioenergy Program.

Additionally, Dakota Ethanol, a new 40 million gallon farmer-owned ethanol plant
based near Wentworth, SD, has tentatively been approved for compensation subject
to the completion of the plant’s construction yet this year.

Can you verify for certain if the Administration has included the authorized $150
million for the Bioenergy Program for fiscal year 2002 (in addition to the $150 mil-
lion approved for fiscal year 2001)? Additionally, I believe the Bioenergy Program
has merit and needs to be extended beyond 2002. Please tell me what the future
holds for the Bioenergy Program in the USDA CCC budget.

Answer. Yes, the Administration has included the authorized $150 million for the
Bioenergy Program for fiscal year 2002. It is shown in the CCC Commodity Esti-
mates Book, fiscal year 2002 President’s Budget, Presentation No. 0301, dated April
9, 2001.

FARM BILL EMERGENCY AID

I believe Congress can and should amend current farm policy immediately to pro-
vide a more predictable secure safety-net for farmers in 2001 and 2002—essentially
modifying the farm bill now instead of waiting until it expires. It is time for a new
farm bill that provides a meaningful income safety net, is reasonable in cost to the
American taxpayers, yet assures some level of economic security for our nation’s
family farmers and ranchers.

Question. When can we expect USDA to offer any suggestions for re-writing the
farm bill?

Answer. The Administration plans to begin a process this month to develop policy
proposals that will be included in a new farm bill. This process is expected to be
completed by the end of the summer.

STATE AG MEDIATION GRANTS PROGRAM FUNDING

Question. The President’s budget requests $3 million for State Mediation Grants
for fiscal year 2002, although it has been suggested that $4.5 to $5 million is needed
to adequately fund this program.

Can you provide a list of the States which have requested to participate in this
program but have been turned down for lack of funding?

Answer. No States with qualified programs have been turned down for participa-
tion in the State Mediation Grants program. This fiscal year 26 State programs re-

uested matching Federal grants totaling $3.825 million. With an appropriation of
%3 million, each State received approximately 78 percent of its request. Several
States including Colorado, Maine, Mississippi, New York and Tennessee are inter-
ested in becoming certified pending availability of mediation grant funds.

Question. Please provide information relating to any problems identified by cur-
rently participating States associated with low funding levels.

Answer. Participating States are unable to engage in some of the activities au-
thorized under the program. The Grain Standards and Warehouse Improvement Act
of 2000, which reauthorizes the State Mediation Grants program through 2005, also
authorizes the use of matching grant funds for financial advisory and counseling
services. At the pro rated level, States are not able to assume this additional respon-
sibility. States also are unable to address the full range of issues that the law
makes subject to mediation.

In addition, officials in five more States are interested in becoming certified pend-
ing availability of mediation grant funds. The Federal share is authorized at 70 per-
cent of the cost of a States’s program, with the State contributing the remaining
30 percent. In fiscal year 2001 States have had to provide more than their required
level of matching funds in order to maintain their operations. If Federal funds were
further pro rated, there could come a point at which a State would consider its pro-
gram not to be viable.

CONSERVATION PROGRAM CUTS

Question. USDA’s proposed budget adequately addresses some of our agricultural,
trading, and food safety priorities. Yet, I believe it fails to make some specific and
significant investments in a secure farm safety net, conservation programs, efforts
to restore marketplace competition, and rural development.

I am specifically concerned about the cuts or elimination of funds in fiscal year
2002 for important conservation programs such as the Wetlands Reserve Program,
the Wildlife Habitat Incentives Program, and the Emergency Conservation Program.

Can we expect USDA to re-evaluate their position on significant cuts to conserva-
tion programs?
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Answer. President Bush has made it clear that providing a farm security net con-
sistent with the free market, including assistance to farmers to protect our farm-
based natural resources, is a key objective of USDA’s mission. USDA is reviewing
and analyzing program and policy options, to be considered in the next Farm Bill,
that would achieve this objective. Objectives within this review and analysis process
include (1) establishment of the appropriate balance between the two major ap-
proaches to resource protection—i.e., major land use change, such as cropland re-
tirement, and better management and protection of working farmlands, (2) better
targeting of funding for programs and policies involving either approach, and (3)
more and better cooperation with local and State governments to ensure that the
Federal funds are best spent and funding leverage is maximized.

The Wetlands Reserve Program and the Wildlife Habitat Incentive Program have
reached the acreage and/or funding limits established under the Federal Agriculture
Improvement and Reform Act of 1996. Any future recommendations for these two
programs or programs of these types will be developed within the farm bill review
and analysis process. The President’s Budget requests no funding for the Emergency
Conservation Program for fiscal year 2002. However, the $5.6 billion Government-
wide National Emergency Reserve proposed in the President’s Budget could provide
for emergency conservation needs.

Question. Does USDA agree that programs like CRP, WRP, the new Farmable
Wetlands Pilot, and others should be considered as part of a farm bill?

Answer. USDA is in the process of reviewing and analyzing conservation policies
and programs to be considered for the next farm bill. The important resource con-
servation actions and policies embodied in the current Conservation Reserve Pro-
gram, Wetland Reserve Program, and the Farmable Wetlands Pilot Program will be
carefully reviewed and evaluated in establishing our conservation program pro-
posals and priorities.

WOOL ASSISTANCE PROGRAM

Question. Some sheep producers in South Dakota have indicated to me that al-
though the signup period for the ad hoc wool assistance program ends this Friday
(May 4), actual payments will not be made until mid to late June. Sheep growers
truly expect the payments to be made in May.

Can you confirm when the payments will be made on this program?

Answer. The target date for payments under the Wool and Mohair Market Loss
Assistance Program (WAMLAP) II is the week of June 20, 2001.

Question. Also, can you provide me with the wool payments per State and how
many producers are participating in the emergency wool program?

Answer. There are approximately 66,800 sheep and lamb operations that partici-
pated in WAMLAP I. Participation in WAMLAP II will not be known until the pro-
gram’s conclusion. Attached is a breakdown by State of WAMLAP I payment activ-
ity.
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Wool and Mohair Market Loss Assistance Program
as of May 2, 2001
(Data Transmitted From Counties as of April 30, 2001)
Funds $10,500,000.00
C [+ c Total
" State: Wool Activity Mohair Activity | Unshorn Lamb Act. Activity
lAlabama $1,564.20 $180.00 $0.00 $1,744.20
|Alagka 69.60 2.40 0.00 62.00
|Arizona 131,060.60 32,434.80 0.00 163,495.40
lArkansas 2,804.20 1,849.20 0.00 4,853.40
i i 732,317.20 3,566.80 0.00 736,884.00
IColorado 589,852.60 2,992.00 0.00 582,844.60
iConnecticut 2,296.20 0.00 0.00 2,296.20
394.20 0.00 0.00 394.20
Florida 15.00 0.00 0.00 15.00
gi 3,406.20 280.40 0.00 3,686.60
iGuam 0.00 0.00 0.00 0.00
Hawaii 2,356.00 0.00 0.00 2,356.00
lidaho 482,088.60 566.80 0.00 482,655.40
ifinois 49,204.40 1,079.60 0.00 50,284.00
Indiana 26,658.40 161.20 0.00 26,809.60
lowa 285,462.80 5,036.80 0.00 290,499.60
[Kansas 108,764.20 2,089.20 0.00 110,853.40
Kentucky 11,606.20 373.20 0.00 11,979.40
lLouisiana 359.80 0.00 0.00 359.80
Maine 5,251.40 124.40 0.00 5,375.80
Maryland 10,877.40 68.80 0.00 10,946.20
hi 6,122.40 700.00 0.00 6,822.40
Michigan 63,769.20 3,404.00 0.00 67,173.20
i 177,751.80 3,920.40 0.00 181,672.20
Mississippi 819.60 0.00 0.00 819.60
i i 56,769.40 12,149.60 0.00 68,919.00
613,233.20 11,592.40 0.00 624,825.60
Nebraska 91,761.20 8,396.00 0.00 100,157.20
Nevada 100,351.40 0.00 0.00 100,351.40
New Hamp: 2,857.00 30.40 0.00 2,887.40
New Jersey 2,980.60 107.60 0.00 3,088.20
New Mexico 414,021.80 51,219.60 0.00 465,241.40
INew York 42,083.00 1,240.00 0.00 43,323.00
iNorth Carolina 3,183.80 1,079.60 0.00 4,263.40
INorth Dakota 158,290.80 5177.20 0.00 163,468.00
[Ohio 120,747.20 9,139.20 0.00 129,886.40
32,168.60 7,248.00 0.00 39,416.60
[Oregon 321,499.40 2,716.00 0.00 324,215.40
Pennsylvania 41,004.00 2,063.60 0.00 43,067.60
Puerto Rico 0.00 0.00 0.00 0.00
Rhode Island 670.20 92.00 0.00 762.20
'South Carolina 792.00 0.00 0.00 792.00
ISouth Dakota 559,688.80 4,439.60 0.00 564,128.40
[Tennessee 5,359.60 294.00 0.00 5,653.60
Texas 1,796,179.97 1,357,408.00 0.00 3,152,587.97
Utah 693,718.40 3,571.20 0.00 697,289.60
Vermont 10,146.60 448.80 0.00 10,594.40
Virginia 36,395.00 1,723.20 0.00 38,118.20
[Virgin Islands 0.00 0.00 0.00 0.00
i 51,184.20 1,164.00 0.00 52,348.20
[West Virginia 23,422.20 212.00 0.00 23,634.20
i 61,771.00 517.60 0.00 62,288.60
797,020.40 4,469.20 0.00 801,489.60
B i 2 I -
Cumulative Totals $8,731,260.97 $1,545,418.80 $10,276,679.77
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Announced Exporter Remarks/Additional
Country / Commodity Allocations Applications Information
(Maxds Credit Period 3/) FY 2000 Received Balance v
—coverage In millions of doliars—
i 500.00 424.40 75.60 4 6 8

Animal G Embryos and )(36) 0.00

Barley Malt (36) 0.00

Brine Shrimp Eggs (Farm Raised) (36) 0.00

Com Products (36) 0.00

Cotton (36) 49.40

Cotton Fabrics 100% (36) 0.00 9f

Cotton Yarmn 100% (36) 0.00 9f

Dairy Products (36) 0.00

Feed Grains (36) 24.60

Fruit, Dried (36) 0.00

Fruit, Fresh (36) 0.00

Fruit Juice (36) 0.00

Hides and Skins (36) 0.00

Leather (36) 0.00 of

Livestock, Breeder (36) 0.00

Meat, Frozen or Chilled (36} 1.40

Oilseeds (36) 247.30

Planting Seeds (36) 0.00

Potatoes (36) 0.00

Pouttry Breeder Stock (36) 0.00

Protein Meals (36) 75.80

Pulses (36) 0.00

Rice (36) 0.00

Tree Nuts (36) 0.00

Wheat; Wheat Flour; Semolina (36) 25.90

‘Wood Products, Solid (36) 0.00

Wood Pulp (36) 0.00

Wool; Mohair (36) 0.00

50.00 10.30 39.70 4

All Commodities (36) 0.00 S/ 6l

Sub-Total... 10.00 0.00 10.00

Feed Grains (36) 5.00 15/

Wheat (36) 5.30

Sub-Total... 40.00 10.30 29.70

10.00 0.00 10.00 4 s/ 8

All Commeodities (12) 0.00
Korea 575.00 496.10 78.90 8 12

Cotton (24) 60.00 49.10 10.90

Feed Grains (24) 79.20

Soybean Meal (24) 0.00

Sub-Total... 400.00 79.20 20.80

Oilseeds (24) 125.40 21/

Tree Nuts (24) 020

Wood Products, Solid (24) 0.50

Other Commodities (24) 0.00 6/

Sub-Totat... 170.00 126.10 43.90

Hides and Skins (24) 30.00 30.00 0.00

Leather (24) 10.00 10.00 0.00 9/

Meat, Frozen or Chilled (Beef & Pork) (24) 56.00 51.70 3.30

Wheat (24) 150.00 150.00 0.00 21/
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Summary of FY 2000 Export Credit Guarantee Program Activity for GSM-102 as of close of business:
September 30, 2000

Announced Exporter Remarks/Additional
Courntry / Commodity Allocations Applications Information
L i Credit Period 3/) FY 2000 Received Balance 112
~coverage In millions of doltars—
10.00 0.00 10.00 4/ s/ 6/ 8
All Commodities (36} 0.00
Sub-Total... 3.00 0.00 3.00 19/
All Commodities (36) 0.00
Sub-Total... 7.00 0.00 7.00
i 100.00 14.30 85.70 4 St 6l
Oilseeds (36) 14.30
Other Commoadities (36) 0.00
1,000.00 998.90 110 S 6 8 10/
Animal Feed Products (24) 0.60
Com Products (24) 0.20
Cotton (24) 117.60
Dairy Products (24) 1.60
Feed Grains (24) 343.50
Hides and Skins (24) 6.20
Leather (24) 280 9l
Livestock, Breeding (24) 0.50
Meat, Frozen or Chilled (24) 110.90
Oilseeds (24) 259.50
Protein Meals (24) 14.20
Rice (24) 260
Tallow (24) 28.00
Pickles, Condiments, Sauces (24) 0.50 9/
Vegetable Oils (24) 50.50
Wheat, Wheat Fiour, Semolina (24) £9.70
Other Commodities (24) 0.00
10.00 0.00 10.00 4 S 6l
All Commodities (36) 0.00
i 9.00 3.28 s571 4 8/
Soup, Dehydrated instant (90 days) 0.07 9of
Prepared Foods, Shelf Stable (90 days) 0.16 of
Rice (90 days) 3.06
Other Commodities (90 days) 0.00
125.00 0.00 125.00 4 8 13¥
Wheat (36) 0.00
100.00 41.50 58.50 4 5/ 6/
Feed Grains (36) 3.90
Protein Meals (36) 350
Wheat (36) 34.10
Other Commodities (36) 0.00
25.00 0.00 25.00 4 S 61 8/
All Commodities (36) 0.00
10.00 9.70 0.30 4 5 6/
Wheat (36) 9.70
Other Commodities (36) 0.00
i i 90.00 16.30 73.70 4 51 6/
Feed Grains (36) 7.50
Oilseeds (36) 8.80
Other Commodities (36) 0.00
I 25.00 0.00 25.00( 4/ S 6 8
All Commodities (24) 0.00
i I $0.00 0.00 50.00 4 S 6l
All Commodities (36) 0.00




240

Summary of FY 2000 Export Credit Guarantee Program Activity for GSM-102 as of close of business:
September 30, 2000

Announced Exporter Remarks/Additional
Country / Commodity Allocations Applications Information
[ Credit Period 3/) FY 2000 Received Balance 12
—coverage in millions of doltars—
70.00 0.00 70.00 4 8
Cotton (36) 20.00 0.00 20.00
Wheat (36) §0.00 0.00 50.00
290.00 3.90 286.10 4 S 6/
Leather (36) 3.90 9of
Other Commodities (36) 0.00
i 30.00 0.00 30.00 4/
All Commodities (36) 0.00 s/
Sub-Total... 20.00 0.00 20.00
Vegetable Oils, Including Fully Refined (36) 0.00 17
Sub-Total... 10.00 0.00 10.00
435.00 421.30 13.70 S 6 7
Animal Feed Products (36) 1.10
Cotton (36) 120.10
Feed Grains (36) 85.90
Hides and Skins (36) 1.60
Oilseeds (36) 51.90
Planting Seeds (36) 020
Protein Meals (36) 58.00
Rice (36) 28.10
Tallow (36) 26.60
Vegetable Oils (36) 40.10
Wheat (36) 7.70
Other Commodities (36) 0.00
20.00 15.80 410| 4 S 8 2o
Oilseeds (24) 15.90
Other Commodities (24) 0.00
i 14.00 12.00 2.00 4
Rice (12) 12.00
Other Commodities (12) 0.00
Sub-Total... 12.00 12.00 0.00
Animal Genetics (36) 0.00
Cattle (Feeder) (36) 0.00
Livestock, Breeder (36) 0.00
Sub-Total... 2.00 0.00 2.00
i I 35.00 4.00 31.00 s 7 8l
Feed Grains (18) 360
Protein Meals (18) 1.40
Other Commodities (18) 0.00
TOTAL FOR GSM-102 I 4.550001 2.927.79| 1,62221‘
For Comparison Purposes: FY 1999 Payment Guarantee C i through 30, 1999.

TOTAL FOR GSM-102

5,121.00‘ 2,95530‘ 2,165.90'
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Summary of FY 2000 Export Credit Guarantee Program Activity for GSM-103 as of close of business:
September 30, 2000

Announced Exporter Remarks/Additional
Country / Commodity Allocations Applications Information
Credit Period 3/) FY 2000 Received Balance w2
—coverage in millions of doliars—
i i 5.00 0.00 5.00 4
Animal Genetics (7 years) 0.00
Cattle (Feeder) (7 years) 0.00
Livestock, Breeder (7 years) 0.00
5.00 0.00 5.00 4
Livestock, Breeder (7 years) 0.00
Poultry Breeder Stock (7 years) 0.00
i 10.00 0.00 10.00 4 8/
Animal Genetics (7 years) 0.00
Cattle (Feeder) (7 years) 0.00
Livestock, Breeder (7 years) 0.00
15.00 13.00 200 4 16/
Feed Grains (S years) 0.00
Wheat (S years) 13.00
10.00 1.90 8.10 4 8/
Animal Genetics (5 years) 0.00
Cattle (Feeder) (S years) 0.00
Livestock, Breeder (S years) 1.90
Sub-Total... 7.00 1.80 5.10 20/
Animal Genetics (5 years) 0.00
Cattle (Feeder) (S years) 0.00
Livestock, Breeder (S years) 0.00
Sub-Total... 3.00 0.00 3.00
35.00 220 32.80 11/
Animal Genetics (7 years) 0.00
Cattle (Feeder) (7 years) 0.00
Livestock, Breeder (7 years) 220
Morocco 50.00 6.40 43.60 4
Feed Grains (7 years) 0.00
Livestock, Breeder (7 years) 0.00
Oiiseeds (7 years) 0.00
Protein Meals (7 years) 0.00
Vegetable Cil (7 years) 0.00
Wheat (7 years) 6.40
Peru 5.00 0.00 5.00 4
Animal Genetics (5 years) 0.00
Livestock, Breeder (S years) 0.00
2.00 0.00 2.00 4
Livestock, Breeder (7 years) 0.00
5.00 0.00 5.00 4
Animal Genetics (7 years) 0.00
Cattle (Feeder) (7 years) 0.00
Livestock, Breeder (7 years) 0.00
i I 1.00 0.00 1.00 a4
Animal Genetics (7 years) 0.00
Cattle (Feeder) (7 years) 0.00
Livestock, Breeder (7 years) 0.00
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Summary of FY 2000 Export Credit Guarantee Program Activity for GSM-103 as of close of business:
September 30, 2000

Announced Exporter Remarks/Additional
Country / Commodity Allocations Applications Information
(Maxi Credit Period 3/) FY 2000 Received Balance 172
—coverage in millions of doliars—-
i 40.00 9.10 30.90 4 18/

Feed Grains (7 years) 210

Wheat, Wheat Flour, Semolina (7 years) 7.00
Turkey 5.00 0.00 5.00 4

Animal Genetics (7 years) 0.00

Cattle, Feeder (7 years) 0.00

Livestock, Breeder (7 years) 0.00

Poultry Breeder Stock (7 years) 0.00
TOTAL FOR GSM-103 | 188.00] 3260|  155.40]

For Comparison Purposes: FY 1999 Payment GualTntee Commitments through

TOTAL FOR GSM-103

377,

00|

44.20

September 30, 1699
332.80|
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Summary of FY 2000 Supplier Credit Guarantee Program (SCGP) Activity as of close of business:
September 30, 2000

Announced Exporter Remarks/Additional
Country / Commedity Allocations Applications Information
(Maxi Credit Period 16/ FY 2000 Received Balance 1 218/
—C0 ge in millions of dollars—
i 10.00 0.00 10.00 4 S/
All Commodities (180) 0.00
i 1.00 0.61 0.39 4 S/
Soup, Dehydrated Instant (180) 0.61 9f
All Commodities (180) 0.00
I 5.00 0.56 4.44 4 sl
Meat, Frozen or Chilled (180) 0.56
Other Commodities (180) 0.00
10.00 6.07 3.93 4 &
Cotton (180) 0.49
Meat, Frozen or Chilled (180) 5.58
Other Commodities (180) 0.00
10.00 0.00 10.00 4 5l
All Commodities (180) 0.00
15.00 14.57 0.43 4 s
Animal Feed Products (180) 0.14
Dairy Products (180) 0.13
Feed Grains (180) 1.00
Meat, Frazen or Chilled (180) 7.98
Protein Meals (180) 0.16
Rice (180) 493
Vegetable Oils (36) 0.23
Other Commodities (180) 0.00
i 20.00 0.00 20.00 4 sl
All Commodities (180) 0.00
5.00 0.00 5.00 4 5
All Commodities (180) 0.00
I 5.00 119 3.81 4/ sl
Cotton Fabrics 100% (180) 0.13 of
Soft Drinks and other Beverages (180) 0.55 9/
Soup, Dehydrated Instant (180) 0.51 o
Other Commodities (180) 0.00
10.00 1.32 8.68 4 sl
Meat, Frozen or Chilled (180) 1.32
Other Commodities (180) . 0.00
20.00 0.13 19.87 4 Sl
Wine, Brandy (180) . 0.13
Other Commodities (180) 0.00
5.00 3.81 1.19 4 5/
Meat, Frozen or Chilled (180) 3.81
Other Commodities (180) 0.00
50.00 117 48.83 4 5/
Fruit, Fresh (180) 114
Wine, Brandy (180) 0.03
Other Commodities (180) 0.00
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Summatry of FY 2000 Supplier Credit Guarantee Program (SCGP) Activity as of close of business:
September 30, 2000

Announced Exporter Remarks/Additional
Country / Commodity Allocations Applications Information
Credit Period 16/) FY 2000 Received Balance 1 218
—coverage in millions of doltars—
100.00 62.26 37.74 S/
Animal Fat Blends (180) Q.10
Aquaculture Feed (180) 1.49
Cotton (180) 0.88
Feed Grains (180) 20.09
Meat, Frozen or Chilled (180) 8.43
Oilseeds (180) 30.31
Potatoes (Cut/Chilled or Frozen) (180) 0.10
Protein Meals (180) 003
Rice (180) 0.82
Saft Drinks and other Beverages (180) 0.01 9/
Other Commodities (180} 0.00
10.00 0.00 10.00 4/ s/
All Commodities (180) 0.00
5.00 0.00 5.00 4 S/
All Commodities (180) 0.00
i 50.00 274 47.26 4 8l
Fish and Shellfish (180) 0.01
Fruit, Fresh (180) 0.06
Fruit/Veg. Concentrates (180) 0.01
Meat, Frozen or Chilled (180) 0.41
Soft Drinks and other Beverages (180) 0.64
Soup, Dehydrated Instant (180) 1.50
Tree Nuts (180) 0.10
Wine, Brandy (180) 0.01
Other Commodities (180) 0.00
i 20.00 0.00 20.00 4 5t
All Commodities (180) 0.00
50.00 0.00 50.00 4/ 8§/
All Commodities (180) 0.00
5.00 0.69 431 4 s/
Hides and Skins (180) 0.48
Tree Nuts (180) 0.21
Other Commodities (180) 0.00
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Summary of FY 2000 Supplier Credit Guarantee Program (SCGP) Activity as of close of business:
September 30, 2000

Announced Exporter Remarks/Additional
Country / Commodity Allocations Applications information
{ Credit Period 16/) FY 2000 Received Balance W 218
—coverage in millions of dollars—

i I 45.00 18.02 26.98 4 S/
Cereal, Breakfast (hot/cold) (180) 020 of
Pickles, Condiments, Sauces (180} 0.10 of
Com Products (180) 0.01
Fruit, Frozen (180) 0.01 9/
Fruit Juice (180) 0.07
Fruit/Veg. Concentrates (180) 0.01
Honey Products (180) 0.02 of
Lard (180) 0.01
Meat, Frozen or Chilled (180) 0.18
Meat, Processed (180) 0.06 9l
Prepared Foods, Frozen (180) 0.02 9of
Prepared Foods, Shelf Stable (180) 0.07 9l
Puises (180) 0.01
Rice (180) 7.48
Snack Foods (180) 0.1 9of
Soft Drinks and other Beverages (180) 223 9/
Soup, Dehydrated Instant (180) 323 o/
Tallow (180) 0.01
Vegetables, Canned (180) 0.12
Vegetables, Dried (180) 0.02
Vegetables, Frozen (180) 0.04
Vegetable Oils (180) 0.22
Wheat (180) 3.79
Other Commodities (180) 0.00

| I 5.00 3.3 1.77 4 5
Rice (180) 323
Other Commodities (180) 0.00
10.00 0.00 10.00 4 S/
All Commodities (180) 0.00
TOTAL FOR SCGP 466.00 116.37 349.63[

For Comparison Purposes: FY 1999 Payment Gi tee C itments through Sep 30, 1999.
TOTAL FOR SCGP | 361.00} 46.02]  314.98|
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Summary of FY 2000 Facility Guarantee Program (FGP) Activity as of close of business:

Announced Exporter Remarks/Additional
Country / Commodity Aliocations Applications Information
(Mandi Credit Period 3) FY 2000 Received Balance 1/ 2
ge in millions of dolta
I 20.00 0.00 20.00 8/
Manufactured Goods/Services (5 years) 0.00
i 10.00 0.00 10.00 8/
Manufactured Goods/Services (S years) 0.00
i 20.00 0.00 20.00 8/
Manufactured Goods/Services (5 years) 0.00
i i 30.00 0.00 30.00 8/
Manufactured Goods/Services (8 years) 0.00
i I 10.00 0.00 10.00 8/
Manufactured Goods/Services (3 years) 0.00
10.00 0.00 10.00 8/
Manufactured Goods/Services (3 years) 0.00
50.00 4.80 45.20 8/
Equipment (8 years) 4.80
Manufactured Goods/Services (8 years) 0.00
I 5.00 0.00 5.00 8/
Manufactured Goods/Services (5 years) 0.00
i i 50.00 0.00 50.00 8/
Manufactured Goods/Services (8 years) 0.00
i i 10.00 0.00 10.00 8/
Manufactured Goods/Services (8 years) 0.00
10.00 0.00 10.00 8/
Manufactured Goods/Services (S years) 0.00
TOTAL FOR FGP 225.00

4.80 | 22020|

For Companison Purposes: Not avaiabie for this da!r,

TOTAL FOR FGP 0.00] 0.00{ 0.00|
TOTAL FOR CCC CREDITS | §,429.00| 3,081.56| 2,347.44|
For Comparison Purposes: FY 1999 Payment Gt C i through Sep 30, 1998.
TOTAL FOR CCC CREDITS | 5,859.00] 3,045.32| 2,813.68]
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FY 2000 FOOTNOTES:

These tes are tive only. See actual provisions set farth in Program
Announcements. These FAS news releases are available on the Internet at http:/iwww.fas.usda.gov
or through fax polling. Callers should set their fax machines for polling and dial (202) 720-1728.
For additional information, contact the FAS Information Division (202) 720-7115.

Except as noted, the loliowing terms apply:
—Coverage isavailable on an FAS/FOB basis
—Maximum coverage is 98% of port value for GSM 102/103, SCGP is 65% of port value
and FGP is 95% of port value.
—Final registration date for is 9/30/00
—Final export date is 11/30/00

UNLESS OTHERWISE INDICATED, GSM-102 is shown in months, 103 in years, FGP in years and SCGP in days.
*For SCGP no interest coverage is offered.

Coverage ona C&F basis is available on sales made on C&F or CIF basis.

Commodities as reflected in program announcement PR-0450-99 or as superseded. Credit terms as set forth in country/
regional program announcements.

Credit terms for solid wood products, wood puip and waed chips are offered up to 720 days.

For Breeder Livestock, animal genetics, feeder cattie and pouttry breeder stock, coverage is available on C&F basis to point
of ocean vessel or intemational carrier discharge.

For credit periods g 6 months, pri pay plus accrued interest are due at 6 month

intervals.

Products have been determined to be "high value products™. See program announcement for details.

Mexico(102)— Totat authorization was $1.5 billion, however, $500 million remains unallocated Le.,

non-operational.

Mexico{103)—Total authorization was $100.0 million, however, $65.0 million remains unallocated i.e.,
non-operational.

Korea(102)—Total authorization was $590.0 million, however, $15.0 million remains unafiocated i.e.,

non-operational.

Pakdstan(102)~Total authorization was $210.0 million, however, $85.0 million remains unallocated i.e.,
non-operational.

Egypt(102)—All commedities except poultry parts are eligible.

Jordan(102)-The eligible buyer for the $40.0 million line of credit is Ministry of Industry & Trade.

Jordan(103)—The eligible buyer is Ministry of Industry & Trade.

Tunisia(102)—For the $10.0 milfion line of credit the efigible buyer is National Office of Oit.

Tunisia(103)-The efigible buyer is Office National de Cereales.

Lebanon{102)—For the $3.0 million fine of credit the eligible bank is the Central Bank of Lebanon.

Lebanon(103)-For the $7.0 million fine of credit the eligible bank is the Central Bank of Lebanon,

Korea(102)—The contraciual shipping period for oilseeds and wheat has been extended to December 31, 2000.
Uzbekistan(102)-Coverage on C&F basis to named point of destination.

ECG 09-00
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QUESTIONS SUBMITTED TO THE FOREIGN AGRICULTURAL SERVICE

QUESTIONS SUBMITTED BY SENATOR THAD COCHRAN
STARLINK BUY-BACK/BIOENGINEERED FOODS

Question. The Washington Post has reported that StarLink was found in new cat-
egories of corn products such as corn bread, polenta, and hush puppies in tests con-
ducted by the company, Aventis, that developed the corn.

In your opinion, will this trigger more food recalls and cause more countries that
are opposed to genetically-engineered food to avoid U.S. food products?

Answer. It is our understanding that Aventis, in a petition to EPA, described a
new, more sensitive test for the StarLink protein (Cry9C) in finished foods. Aventis
submitted data showing that in some food products made from dry milled corn meal,
such as corn muffins, the StarLink protein was not broken down, although the level
of the protein in the food was greatly reduced. The products tested were made from
100 percent StarLink corn. In addition, Aventis’ recent submission supported a re-
port EPA issued in March for public comment which showed that the process of wet-
milling corn effectively eliminates StarLink protein from finished food products,
such as corn oil, corn syrup, alcohol, and corn starch. However, contrary to what
was reported in the Washington Post article, Aventis did not itself test any commer-
cial food products and so did not find any StarLink in such foods. EPA will carefully
evaluate this new information as it continues to review Aventis’ pending request to
completely authorize StarLink corn in the human food supply.

Pending a comprehensive evaluation of all scientific information available on
human health concerns related to StarLink corn, EPA, the U.S. Food and Drug Ad-
ministration (FDA) and the U.S. Department of Agriculture are continuing to coordi-
nate an aggressive Federal effort, in cooperation with growers, millers, the food in-
dustry, and Aventis to divert StarLink corn away from the human food supply.
USDA has been very successful working with growers and seed companies to ensure
that bags of corn seed intended for the 2001 growing season are tested for the pres-
ence of StarLink corn and are not planted if found to contain StarLink. FDA and
the Centers for Disease Control and Prevention (CDC) are continuing their inves-
tigation of cases in which people reported experiencing allergic reactions from eating
corn products. Results of this investigation will be made public as soon as they are
available.

Due to these extraordinary efforts, we are hopeful that few if any future food re-
calls due to the new test will be necessary, and that countries importing U.S. corn
may rest assured that it is safe.

AGRICULTURAL TRADE/FOREIGN AGRICULTURAL SERVICE

Question. Last week, the Secretary testified that the Administration has estab-
lished an ambitious trade expansion agenda, and USDA will be a “full and active
participant in that effort.” Can you be more specific about the major trade barriers
faced by U.S. agriculture and how the Department is working and coordinating its
efforts to further reduce trade-distorting policies, ensure fair competition in global
markets, and expand and enhance economic and trade opportunities for U.S. agri-
culture?

Answer. There are numerous areas where USDA is working, together with USTR
and other U.S. Government agencies, to remove barriers to U.S. agricultural ex-
ports. In addition to the numerous bilateral issues that come up on a regular basis,
as indicated in the explanatory notes for FAS, one of the most significant USDA ac-
tivities is the WTO negotiations on agriculture. These negotiations began in early
2000, as required by the WTO Agreement on Agriculture, and are making good
progress. This is an important opportunity to reduce barriers in all of our trading
partners with one agreement. Many significant barriers to our exports will be ad-
dressed in these WTO negotiations. In the area of market access, the most signifi-
cant barrier we face is high tariffs. Average world tariffs for agricultural products
are higher than 60 percent, compared to the U.S. average of around 12 percent. We
have proposed that these tariffs be reduced substantially and in a manner that re-
duces disparities among countries. In the area of subsidies, the European Union
spends more than $5 billion in export subsidies annually, nearly 90 percent of all
the export subsidies notified to the WTO. We have proposed that all export sub-
sidies be eliminated. These are just some of the issues that are being dealt with in
the WTO agriculture negotiations. For a complete listing of our proposals please
look on the FAS web site (www. FAS.USDA.gov) under Trade Policy. USDA is also
working closely with USTR and other agencies on regional and bilateral free trade
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agreement negotiations such as the Free Trade Area of the Americas, the Chile
FTA, and the Singapore FTA.

Another important area where U.S. agriculture faces barriers to our exports is the
area of Sanitary and Phytosanitary (SPS) restrictions. While every country has the
right to protect the health and safety of its consumers and to protect its producers
from diseases and pests, these types of measures are often used to restrict trade
without an appropriate scientific basis. USDA works with other government agen-
cies, including FDA and USTR, to remove or modify these measures so that they
do not impede U.S. exports. We also work to develop appropriate standards in the
international standard setting bodies and to educate the authorities in developing
countries so that their governments are less likely to adopt measures which do not
meet the requirements of the WTO SPS agreement.

Another important area of work for USDA is to limit the restrictions being estab-
lished in many countries on trade in the products of biotechnology. As these prod-
ucts become more common in international trade, many countries are proposing la-
beling and other measures to control their use and distribution. FAS does not cur-
rently have sufficient resources to keep up with the growing work load generated
by these changes and, therefore, the President’s budget has proposed additional
funding for that purpose.

Question. The fiscal year 2002 budget is an increase of $6.4 million above the fis-
cal year 2001 level to enhance the Foreign Agricultural Service’s capabilities to ad-
dress technical trade issues and to strengthen the Service’s market intelligence ca-
pabilities at its overseas posts. Please give us an assessment of our current capabili-
ties in each of these areas and how our efforts will be strengthened with the addi-
tional funds requested.

Answer. Roughly half of this increase covers non-discretionary increases in sala-
ries and benefits associated with the proposed fiscal year 2002 pay raise. The re-
mainder is intended for expanding overseas market intelligence capacity and deal-
ing with technical trade barriers.

FAS overseas posts have traditionally focused on providing market research and
intelligence, promoting U.S. products through marketing activities, and admin-
istering food aid programs. Since the Uruguay Round, this workload has been in-
creased by the need to ensure foreign market access through trade policy activities.
Growth of this portion of an already heavy workload, especially as it relates to non-
tariff barriers, has shifted attention in our overseas posts from traditional reporting
to trade policy interventions. Nevertheless, at this time we are unable to follow
WTO compliance systematically, even to the extent of translating and analyzing
other countries’ formal WTO notifications of intended changes in regulations and
laws. Our efforts to shift from gathering market intelligence on traditional bulk
commodities to increasing emphasis on the faster-growing consumer-ready market
segment have been hampered by diversion of staff resources to market access issues.
We are missing market opportunities. New overseas staff will handle routine mar-
ket intelligence and analytical chores as well as bolster our ability to track compli-
ance with WTO obligations. Adding staff for this routine work will free our Amer-
ican agricultural attaches to focus on high-priority market access tasks, while ensur-
ing that unbiased, accurate, and time-critical market intelligence continues to flow.

In Washington, additional trade policy staff will focus on knocking down or pre-
venting the erection of non-scientific, technical trade barriers. Some such barriers
already keep U.S. products out of foreign markets, such as Europe’s ban on bioengi-
neered corn. Examples of potential future barriers could include bans on bioengi-
neered cotton, which is already in the marketplace, or bioengineered wheat, which
could be on the market in the next 3 years. Current staffing permits FAS to react
ad hoc to crises. It is already not sufficient to review systematically foreign govern-
ment compliance with WTO obligations, to develop and implement strategies for
dealing with the growth in technical trade barrier activity, to resolve technical
issues of commercializing new products of biotechnology, or to ensure support of
U.S. positions on food safety when they are debated within standard-setting inter-
national organizations.

Question. Where do the greatest opportunities to expand U.S. agricultural exports
exist? How are these determined?

Answer. The Foreign Agricultural Service has set a goal of increasing the U.S.
share of world agricultural exports from its current level of 18 percent to 22 percent
by 2010. To be successful in reaching this overall goal, the Department must in-
creasingly focus its trade policy efforts and export promotion programs and activities
in those markets expected to be the most dynamic import growth markets of the
next 10 years. Our experience and empirical evidence indicate that the greatest op-
portunities are in the emerging markets of China, Southeast Asia and Latin Amer-
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ica (especially Mexico). In the somewhat longer term, India should be added to the
list.

This determination is based on two primary factors. The first factor is based on
identifying where overall food consumption growth is expected to be greatest given
projected increases in consumer incomes and the propensities to translate those in-
come gains into increased food consumption. This roughly translates into identifying
the countries where the growth in the middle class is expected to be the greatest.
One of the first consumer “needs” to be satisfied during the transition to middle
class is food—namely, the quantity and variety of food consumed. In 19 of the
world’s largest developing countries, experts have projected 600 million additional
middle class consumers will emerge by 2006—the large majority are in the markets
listed above.

The second factor involves those countries with very high market access barriers
where reductions in those barriers through trade negotiations would translate into
significant new opportunities for U.S. exporters. With the exception of Mexico, many
of the countries identified above impose substantial barriers to U.S. exporters. For
example, agricultural tariffs average 62 percent in WTO countries as a whole and
over 100 percent (super tariffs) in a number of developing countries such as India.
Levels that high not only sharply reduce U.S. exports, they act as a tax on local
consumers, which leads to higher domestic prices and reduced overall food demand.
The higher prices, in turn, lead to overproduction by local producers and is just an-
other form of domestic support—paid for by consumers instead of taxpayers.

For the countries listed above, the combination of these two factors put them at
the top of our list of “best growth market” prospects over the next 10 years. U.S.
success in these growth markets will largely determine whether FAS’ 22 percent
market share goal will be achieved. However, there will be fierce competition among
the world’s major exporters (i.e. the EU and Cairns Group) to capture a large share
of this new demand. Given the significant role that exchange rates play plus the
increasing export expansion commitments of our competitors, especially in the area
of market development, it is still too early to predict who will capture the lion’s
share of these new export opportunities.

COCHRAN FELLOWSHIP PROGRAM

Question. The fiscal year 2002 budget proposes to maintain appropriations for the
Cochran Fellowship Program at a level of $4 million. What are the benefits of this
program, not only in terms of educating foreign participants about U.S. products,
but educating them about U.S. policies on issues such as food safety and bio-
technology?

Answer. In fiscal year 2001, we expect to provide training programs for over 830
international participants from about 75 countries. This will be about a 14 percent
increase in the number of participants from fiscal year 2000. Roughly half of these
activities will directly involve providing training to potential international buyers of
U.S. agricultural products, and will include making direct contact between U.S. ag-
ricultural producers and potential buyers. These activiti