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AGRICULTURE, RURAL DEVELOPMENT, AND
RELATED AGENCIES APPROPRIATIONS FOR
FISCAL YEAR 2001

THURSDAY, FEBRUARY 10, 2000

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

The subcommittee met at 10:30 a.m., in room SD-138, Dirksen
Senate Office Building, Hon. Thad Cochran (chairman) presiding.

Present: Senators Cochran, Specter, Bond, Gorton, Burns, Ste-
vens, Kohl, Harkin, Dorgan, Feinstein, and Durbin.

DEPARTMENT OF AGRICULTURE
OFFICE OF THE SECRETARY

STATEMENT OF DAN GLICKMAN, SECRETARY OF AGRICULTURE

ACCOMPANIED BY:
RICHARD ROMINGER, DEPUTY SECRETARY
KEITH COLLINS, CHIEF ECONOMIST
STEPHEN B. DEWHURST, BUDGET OFFICER

DOUG SHUMAKER, UNDER SECRETARY, FARM AND FOREIGN AGRI-
CULTURE SERVICES

OPENING STATEMENT OF SENATOR THAD COCHRAN

Senator COCHRAN. The subcommittee will please come to order.

We are under some tight time constraints this morning, and I
apologize immediately to the Secretary and his colleagues who are
here to present the President’s budget request to us for our review
this morning.

We have a vote that is scheduled to commence on the floor of the
Senate at 11 o’clock, and that gives us a chance, maybe, to make
some opening comments and hear from the Secretary, and probably
we will not have a chance for many questions before we have to
go vote.

So, I am going to abbreviate my comments, and if we start on
time, that may also give us a head start on those who might have
arrived a little later. I know there are other Senators who are
going to come over for the hearing. With everyone’s cooperation and
understanding, we will proceed.

Let me just make a couple of observations about the budget re-
quest as I have reviewed it. It seems to me that the things we
should notice right off include the fact that the President is asking
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for discretionary appropriations from this committee that will
amount to a 9 percent increase over this year’s spending level.

And one other thing that I noticed right away is that the budget
request includes proposals for the Congress to impose user fees,
which in my view, user fees are new taxes in disguise, of $568 mil-
lion. The people who are going to pay these are the producers of
food and agriculture products, the processors, and the handlers.
The grain inspection process will be hit, among others.

Another thing that strikes me as noteworthy as well, the budget
includes $153 million to create the New Delta Regional Authority
to assist the Lower Mississippi Delta region.

This proposal includes $30 million in new resources to create the
new authority, and the definition of how the funds are going to be
spent is very vague.

Now, there is a phrase that I remember from law school where
something could be “void for vagueness”. If there is any truth in
that, it may be reflected in the description of how the funds are
going to be used.

And I am suspicious, to be honest, about whether this is going
to really provide the benefits that are advertised by this Adminis-
tration to help lift those who are in poverty and who are having
a hard time in the delta region of the United States.

I am not going to make any assumptions about who gets the
money, but creating a new authority with $30 million sounds like
a lot of money to me to hire people to help others. You are going
to be helped if you are hired, but if you are not hired by the new
Delta Regional Authority, you are probably out of luck. That is my
concern. I really hope the Administration will take a hard look at
an alternative.

For example, using the resources at Delta State University, at
Mississippi Valley State University, at Alcorn State University,
where research is being done, where efforts are being made to edu-
cate, to try to help lead and other new initiatives that will uplift
that entire region, I think the money could be better spent if it is
given to those universities and those educational institutions where
they have a proven track record of success, where they understand
the problems of the Delta better than a Washington person who
comes down there to run a program. And in my view, we would be
a lot better off if that is the way that program is run.

There is another big concern that I have, and I think the Depart-
ment of Agriculture is doing a better job than many other agencies
of our government, and that is to break down these barriers to
trade, trying to get to the bottom of the suspicions and the allega-
tions that are being made internationally about the dangers of our
seeds and our food products that are being exported all over the
world because of genetic modifications, because of changes that
have been made through the use of technology to protect the envi-
ronment, to promote efficiency, to try to deliver to the consumer a
healthier product.

All the good things that have happened because of biotechnology
and many other technologies that are used today in the production
and processing of food and food products is all being lost in this din
of controversy and criticism and demonstrations and riots in Se-
attle. I think the Department of Agriculture is doing a good job in
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this area, and I hope the other agencies of the government will
support the initiatives of this department.

So, I know you are working hard on this, Mr. Secretary, person-
ally, but I want to encourage you. In my judgment, those are the
problems in agriculture that are going to require additional spend-
ing this year, and you recommend here $11 billion over 3 years for
new legislative costs, not new appropriations, I notice, but new
laws, to provide a safety net initiative to protect producers from
counter cyclical changes and the fall off of revenues and profits.

That is just a drop in the barrel as to what it is really going to
cost if we are not able to overcome these misguided, uninformed,
but nonetheless very real, attacks against American agriculture.

I ended up talking too long, but I feel very strong about those
issues, and I hope that the other members of the committee will
forgive me for those comments.

I am going to recognize senators in the order in which they came
to the hearing.

Senator Dorgan.

STATEMENT OF SENATOR BYRON L. DORGAN

Senator DORGAN. Mr. Chairman, thank you very much. And I
will be mercifully brief, recognizing that we have an 11 o’clock vote.

Mr. Chairman, I want to welcome the Secretary and his team.
They are good to work with. They have had about as tough a job
as you can have in this country, administering a farm program
that, in my judgment, is not a very workable farm program during
periods of collapsed prices. It simply does not provide the safety net
necessary to give family farmers a chance to make a living during
price collapse.

Again let me say to the team that Secretary Glickman has: You
are working hard and we appreciate that. We need to give you
some help. We need to change the underlying farm program.

Now, one feature in this proposal, Mr. Chairman, that I think is
a significant step is a proposal that says, “Let us move towards
some counter cyclical help for family farmers.”

It is, I think, a move, following your statement, Mr. Secretary,
that we need significant changes in the farm program. I think your
budget proposal is a significant step in the right direction. Is it far
enough? I do not know. But is it in the right direction? Absolutely.

And that is a breath of fresh air, and you are going to find a lot
of support from people here on Capitol Hill especially people like
me who feel that you are moving in the right direction.

We have, in many ways, the worst of all worlds at the present
time. This committee, the Appropriations Committee, has had to
pass two successive emergency bills essentially to cover the defi-
ciencies in the Farm Bill, which is not designed to help, during
price collapse.

And I just want to show one chart, that in my judgment, shows
the combination of the worst possible results. This chart shows that
at the same time that we have had less income for family farmers,
we have had more spending by the Federal Government. I mean
this is a combination of the worst of all worlds, more spending by
the government and more misery for family farmers.
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We can certainly do better than that. And I hope that your rec-
ommendation, in this budget saying, “Let us move to a counter cy-
clical approach to helping family farmers during tough times,” trig-
gers action here in Congress that says, “Yes, let us do that. Let us
do it together.”

PREPARED STATEMENT

This is not about Republicans or Democrats. There is no partisan
way to go broke on the family farm. And when prices collapse, we
need a decent farm program to help, and your recommendation is
a step in that direction.

Thank you, Mr. Chairman.

Senator COCHRAN. Thank you, Senator.

[The statement follows:]

PREPARED STATEMENT OF SENATOR BYRON L. DORGAN

Rural America—particularly family farmers—is facing the greatest crisis in dec-
ades, but instead of recognizing the importance of those who grow our food, we've
all but ignored their situation. The crisis, now in its third year, is driven by many
things. But at its core is the current farm policy that has failed our producers.
We’ve enacted two major disaster bills to try to help as many producers as we could
make it through these horrible times with no safety net. And yet, there are those
who still refuse to acknowledge the failure of their policy and find something that
will work.

We've been told that the Freedom to Farm program is fine, and family farmers
can reply on Congress to pass disaster programs to prop up income. That is simply
illogical. In 1998 and 1999, government payments to producers exploded and net
farm income still decreased.

I've held the first in a series of hearings to outline the impact this failed policy
has had in rural America. These hearings are necessary for a variety of reasons,
but foremost among them is the continued refusal of the Senate Agriculture Com-
mittee to schedule hearings. The Chairman of the House Agriculture Committee ac-
knowledges there are serious problems with the program and has scheduled such
hearings. Family farmers certainly know it has failed. And now, the President,
speaking through the Secretary of Agriculture, has acknowledged that the program
has failed and must be re-written.

In response, I plan to soon offer a farm proposal that will act as a counter-cyclical
safety net. The administration has offered a similar and immediate response.

In its elemental form, any successful plan must target family farmers through
counter-cyclical methods to help them in times of low prices. Conservation programs
must be addressed and crop insurance must be improved to eliminate abuse and
fully compensate producers for losses. Finally, a plan must include tools for rural
communities to succeed and reap the benefits of our rolling economy. The Adminis-
tration’s plan includes these elements, and though it must be expanded to be truly
beneficial and successful, the plan is a good start.

This initiative recognizes that Freedom to Farm has failed and underlines the
need to provide immediate replacement. The Administration lays out a framework
for assistance. Now we need to match it with a substantive plan.

PREPARED STATEMENT

Senator COCHRAN. Senator Burns.

Senator BURNS. Mr. Chairman, I have a prepared statement, but
in the essence of time, may I submit my statement, and as well in-
clude my comments in the question and answer?

Senator COCHRAN. Without objection, your statement will be
printed in the record. Thank you very much.

[The statement follows:]
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PREPARED STATEMENT OF SENATOR CONRAD BURNS

Mr. Chairman, thank you for holding the hearing today in such a timely manner.
It is only February 10 and you have started the ag appropriations process rolling.
I commend you for starting the process early. I know that Montanans are anxious
to see what we can do to help agriculture this year. I would also like to thank the
Secretary and other witnesses for coming to appear before us today.

I have some real concerns with this budget. In another year of projected bad
prices for agriculture, I am concerned that this budget was put together without any
input from Congress, or from producers. There is an obvious failure to implement
many of the focus areas that farm-state senators have been consistently pushing for.
There are cuts to export programs, to Rural Utilities, to APHIS and to ARS. These
programs have been a focus for funding to assist agriculture for many years.

First of all I don’t understand why this administration is asking for less money
than last year. It is abundantly clear that prices are not going to be better for farm-
ers this year. Emergency spending was a major portion of the expenditures last
year. It is time to take a close look at where the markets are, and decide what we
are going to do to actually help the producers who are faced with low commodity
prices.

I also have some major concerns with the new Farm Safety Net USDA is pro-
posing. I'm glad the president has come to the table with a proposal but a $30,000
cap on payments is ridiculous. How can producers support their families and stay
in business on $30,000? The answer is: they can’t. 18 percent of producers in this
nation account for 85 percent of production. I find it hard to believe that this pro-
posal won’t hurt more producers than is currently anticipated.

$1.3 billion for conservation in the farm safety plan is a fairly large increase over
last year’s budget. I am hopeful that this is not a move to lock more land out-of-
production or to promote an environmental agenda that is not in the best interest
of the agricultural community. The Administration’s budget includes $236 million
as part of the Land’s Legacy Initiative. Of that, $130 million will be used to acquire
lands for recreation, wildlife habitat, & watershed protection. A portion will be used
to establish & expand community forests and open spaces. The “A” in USDA stands
for “agriculture”—not “acquisition of lands”. Setting aside such sums of money for
purchasing land for wildlife habitat is not my idea of assisting our producers.

To add to that, these new programs increase the need for FSA staff. Without a
significant price upswing during the upcoming 12 months we will again see a high
level of activity in FSA’s LDP and price support programs. Also, as part of the farm
safety net initiative, CRP acres will be increased from 36.5 million acres to 45 mil-
lion acres, meaning there will be more contracts to administer. What’s more, this
administration is also proposing a farm facility loan program. These programs will
accomplish nothing with the current staff levels USDA has estimated.

Nearly every export program was cut. The Public Law 480 program was cut dras-
tically as was the Section 416 program. The export subsidy program shows a de-
crease in funds of $154 million. At a time when we are fighting for a place in the
world market why are we cutting funds for important export programs?

Farm-states like Montana depend on export programs for their agricultural econ-
omy. My farmers and ranchers need to have these markets open. They have been
virtually cut off from over 10 percent of the world market, due to sanctions and
under-funded and under-utilized market development programs. The disregard by
this administration to use these programs allows our competitors an open door to
those markets.

In times like these our producers need every available marketing option open to
them. We cannot afford lost market share. The Market Development Program
(MDP) and the Export Enhancement Program (EEP) especially, provide much-need-
ed help to farmers and ranchers to create new product markets. Let’s use the tools
we have.

Wildlife Service funding was decreased again this year. I have been trying consist-
ently to get more funding for predator control. Year after year, this administration
takes it away. The re-introduction of the wolf has caused severe predator problems
in Montana. Yet, I had to include line-item funding in the budget last year to take
care of my livestock producers because the USDA won’t fund the clean-up for the
mess they made. I am more than a little frustrated to see that this administration
continues to disregard the well-being of agricultural producers for predator control.
Not to mention, that to fund this program would improve wildlife habitat consider-
ably. The coyotes and wolves continue to kill not only sheep and calves but deer
and other wildlife as well. We don’t need more conservation programs to save wild-
life. We need to fund predator control.
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I have been a major proponent of bringing telecommunications to rural areas.
Bringing Internet access to Montana farmers and ranchers increases market oppor-
tunities. It provides valuable information on agricultural research. A vast amount
of information is made available to better their farm operations and improve their
bottom line. The Internet is becoming an increasingly valuable tool for agricultural
producers and Rural Utilities Service (RUS) funding is an important part of that.
Farmers and ranchers cannot afford to take the prices given them. They must uti-
lize new avenues of marketing and expand their horizons. Telecommunications pro-
vides that service. Let’s help them use it, not take it away from them with a cut
in RUS funding.

ARS is this year trying to cut the funding I was able to include for the Northern
Plains Research Lab in Sidney, MT. This funding is to be used for by three new
scientists on plant pathology, irrigation and value-added crops. This funding is vital
for innovation in agriculture. As I stated earlier, producers need new avenues and
new methods to market their products. USDA, who is supposed to be a proponent
for agriculture, surely doesn’t want to take that away.

On that same note, the Economic Research Service (ERS) budget was also de-
creased. ERS provides important market information to agricultural producers.
Many Montana producers rely on reports issued by ERS for cattle numbers and
market reports. Again, the USDA is not giving producers a fighting chance to make
their own way in the global market.

The Administration’s budget suggests that there is strong support for USDA Civil
Rights activities. Unfortunately, I find that very difficult to believe. The USDA has
not proved their commitment to the civil rights issue. In Montana, we have cases
that have been languishing at the Office of Civil Rights for years. These cases must
be solved and they must resolved quickly. I am failing to see the action if this is
indeed a high priority for the USDA.

Thank you again Mr. Chairman, I look forward to hearing some answers from the
USDA, and more importantly to working with you in the coming year to improve
the economic situation for the American farmer and rancher.

STATEMENT OF SENATOR ARLEN SPECTER

Senator COCHRAN. Senator Specter.

Senator SPECTER. Thank you very much, Mr. Chairman. I have
just a very few brief comments.

And first, let me welcome my long-standing friend, Dan Glick-
man, we hale from Wichita, Kansas together. Our tenure in Wich-
ita did not overlap. I left in 1942, and he arrived there——

Secretary GLICKMAN. In 1944,

Seinator SPECTER [continuing]. In 1944 at the Saint Francis Hos-
pital.

Secretary GLICKMAN. Wesley.

Senator SPECTER. Wesley Hospital.

Secretary GLICKMAN. Frederick County was blessed——

Senator SPECTER. I am not sure if they were blessed.

Secretary GLICKMAN [continuing]. Not by Arlen leaving, but by
my coming.

Senator SPECTER. He has always been quick on the uptake. He
beat me to the punch there again.

Two areas that I want to mention very briefly, and as usual, it
is a very heavy morning. Secretary Slatter is testifying on Trans-
portation, and Judiciary has some important matters on the agen-
da, and we have the early vote.

But I want to comment about the problems of milk pricing in my
State, Pennsylvania, where the price per hundred weight is down
now under $10. A year ago it was $17, in December of 1998. It was
$9 plus in December of 1999, and those variations just make it im-
possible.

We have lost 300 to 500 farms in Pennsylvania a year in the
time period of 1993 to 1998. We do not want to see America with
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solely agricorps. We have a big regional battle between Wisconsin,
Minnesota on one hand and area compacts. We worked out a com-
pact for the northeast, but as a matter of fairness, it ought to ex-
tend to states like Pennsylvania. And we really need to find some
way to deal with these cataclysmic variations in pricing.

The other comment I want to make is about the disaster matter.
The Mid-Atlantic States suffered $2.5 billion in disaster last year.
Pennsylvania had $700 million. While we had a farm bill of $8.3
billion in emergency disaster assistance, only $1.2 billion went for
disasters, which included Hurricane Floyd and flooding in the Mid-
west, losses to livestock and fishery. And that again is an issue
which we have to address.

I know that you are doing an excellent job, Mr. Secretary. Hercu-
lean efforts against so many, many problems, but I wanted to focus
on those two problems which are really not just Pennsylvania prob-
lems, but national problems.

Thank you very much, Mr. Chairman.

Senator COCHRAN. Thank you, Senator.

Senator Gorton.

STATEMENT OF SENATOR SLADE GORTON

Senator GORTON. Thank you, Mr. Chairman. I join with you in
welcoming the Secretary of Agriculture whom I believe is not only
highly competent, but energetic and caring. It is, therefore, with
deep regret that I express my extreme disappointment in the budg-
et that the Administration has submitted for the Department of
Agriculture.

It seems to me to accelerate a trend which has already been too
evident in turning the Department of Agriculture from a depart-
ment interested in the producers and the produce of farms of the
United States into another welfare department. We have signifi-
cant increases in expansions in this bill for things like food stamps.

We have disguised the methodology of accepting the protocols
through monies spent by the Department of Agriculture. We have
empowerment zones. But what we do not have is a promotion that
oversees the sale of our commodities.

You know, we, in the Pacific Northwest, have lost a substantial
portion of our market in Pakistan for our wheat when the Foreign
Agriculture Service told Pakistan it was not available when it was
stacked up everywhere. We have a budget that continues to ignore
foreign market development.

With respect to the farm safety net plan which has some positive
qualities, it ignores minor crops. You helped these to a certain ex-
tent last year with that, but we have gotten no cooperation from
the Department of Agriculture on it at all. And I am just increas-
ingly frustrated that what we have is a Department of Agriculture
that seems to be interested in almost everything other than agri-
culture itself, and hope that we can reverse that direction.

Again, the Administration has presented you with a great dif-
ficulty on university and locally oriented research, something you
have always supported very strongly, and that the Department of
Agriculture wants to centralize, if to do it at all.

So, I am afraid you and your ranking member, Mr. Chairman,
have a great deal of work to do to turn this into a decent agricul-
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tural budget. But I must say that my experience is that you have
the competence and ability to do just that.

Senator COCHRAN. Thank you very much, Senator.

Senator Bond.

STATEMENT OF SENATOR CHRISTOPHER S. BOND

Senator BOND. Thank you very much, Mr. Chairman. I join with
my colleague from Washington in expressing our confidence that
we will be able, in this committee under your leadership and that
of Senator Kohl, to restore and write the priorities that this com-
mittee and the departments should be pursuing.

Mr. Secretary, I appreciate your being here today, and we do
have many areas of mutual interest. I think everyone here under-
stands the farm prices are very low. Congress has responded in

receding years with significant supplemental assistance, roughly

15 billion.

We hope conditions will improve, but I am not that much of an
optimist to think they will, and we are going to have to respond
again and we look forward to, and I hope to have more leadership
this time, and more information from the USDA on the scope of the
problem so we can craft the emergency appropriations relief in a
rr;)anner that reflects the best information used and your offices can
obtain.

One of the driving forces influencing market practices and mar-
ket prices is trade. It was a pleasure to see you in Seattle. I know
you were there. I managed to wash the pepper spray out of my face
after a few minutes. I subsequently got behind Senator Burns, and
I figured I would let him take the pepper spray, because he would
be a better target.

Secretary GLICKMAN. I may just say he was with me the last
time we were assaulted by somebody throwing bison guts on us.
You do not want to stay too near him.

Senator BURNS. We draw a lot of attention.

Senator BOND. I have—Mr. Secretary, I have a very able former
college wrestler, great athlete, who is my AG-LA and he was off
at the store making photocopies when we got into the problems. So,
we have had to train him on staying on task when we get into
those situations.

But we did see there the kind of hysteria, the kind of impedi-
ments, that are being thrown in the way of trade, that are being
thrown up by the Europeans to prevent competition, from better
equipped, more technologically advanced American farmers. And
the GMO nonsense is now being spread in the United States.

And I know, Mr. Secretary, you have spoken on behalf of the
farmers, of scientists, of health professionals, and consumers of
using the technology to provide these extraordinary benefits that
biotechnology can provide for human, health and the environment,
and we all know more sustainable production and more nutritious
food, new medicines, vaccines and other energy and industrials
products.

I have here a letter that I took to Seattle signed by over 500 sci-
entists supporting biotechnology, and expressing their scientific
confidence in the current regulatory scheme administered by FDA
and EPA and USDA. The letter has a statement from the National
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Research Council of the National Academy of Sciences saying that
GM crops pose no distinct risk distinct from normal breeding.

The FDA has said the same thing in the Federal Register. FDA
is not aware of information that would distinguish genetically engi-
neered foods as a class of foods developed through other methods
of plant breeding, and that the agency does not require that such
food be specifically labeled to disclose the methods of development.

We have, for years, used hybridization and cross-breeding. That
is an unspecific effort to achieve a favorable mutation. One could
cross-breed a greyhound and a pit bull and get a dog that could not
run and would not fight, but with genetic engineering, specific
traits can be selected, and we can learn, we can have a certainty
in advance what is being developed.

I also have a declaration here supporting biotechnology and en-
dorsing the current methods of regulation signed by over 1,000 sci-
entists including Nobel Prize winners James Watson and Norman
Borlaug, and I have a policy statement from the American Medical
Association endorsing biotechnology, urging physicians to be public
spokespersons for agricultural biotechnologies.

And finally, even more interesting, an interview with Patrick
Moore, a Ph.D. in ecology, admonishing that this new era where
pagan beliefs and junk science are influencing public policy—he
cites GM Foods as an example where policy is being influenced by
arguments that have no basis in fact or logic. Dr. Moore was a
founding member of Green Peace, and he has left that organiza-
tion.

Nevertheless, we still see a vocal, aggressive, and in some cases,
lawless group of advocacy organizations and competing businesses,
as well as European protectionists who seek to discredit and elimi-
nate biotechnology. And we have just seen that biotechnology can
provide the nutrition that developing countries need through the
insertion of the beta-carotene, Vitamin A gene into rice.

I am going to ask, for the record, a series of questions like, for
example, “Is this a largely untested technology?” I would like your
responses. I want to work with you on that.

And finally, as you may recall, I have contacted you again about
the Foreign Agriculture Service office in Singapore, which is a
linchpin in that country. I will be following up.

Mr. Chairman, I apologize for the length of this statement, but
I want to be working very closely with the Secretary and the other
regulatory agencies in this area in the years to come. Thank you.

Senator COCHRAN. Thank you, Senator.

Senator Durbin.

STATEMENT OF SENATOR RICHARD J. DURBIN

Senator DURBIN. Thank you very much, Mr. Chairman. I under-
stand we are going to try to keep our remarks brief here so that
we can be off to a vote in a few minutes.

I want to welcome the Secretary, my friend and former colleague,
as well as his team. Secretary Glickman, you have done a great job,
and I am glad that you decided to stay in public service and to per-
form this role, for all of us across America are concerned about the
future of agriculture.
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Over the last 4 years, freedom to farm has fizzled and failed. If
I had to give it a grade, I would give it an F, and I voted for it.
But I did not think I had voted for a bill, or a law, that was written
in stone.

We have been spending more federal money trying to bail out
farmers than ever in our history. Yet we in Congress refuse to take
a look at the law that is governing these payments. And frankly,
we lurch from year to year with emergency appropriations con-
taining provisions which many of us will never be able to defend
if we are put on the spot for specifics, instead of looking at the big
picture.

Some of my colleagues believe trade is an important part of this.
I do, too. But I think there are other elements. When a State like
mine has reports from the University of Illinois that about a fifth
of the State’s 73,000 farms will not cover their 1999 operating ex-
penses, and the majority will not make enough to cover family liv-
ing expenses, this is a true disaster, because Illinois is a pretty
strong state when it comes to farming. We usually do not catch a
cold the first time around, and others suffer before we do.

So, I hope we can work on, perhaps, addressing some chances in
freedom to farm that really will help farmers over the long haul.

The last point I would make, Mr. Chairman—and thank you for
this opportunity. I just returned several weeks ago from Africa, and
my visits there have had such dramatic impact on me, having seen
the devastation of the AIDS epidemic.

[The statement follows:]

PREPARED STATEMENT

Food assistance that the United States is sending is critically im-
portant in dealing with what could be the greatest moral challenge
of our time. And I also want to tell you that the agricultural re-
search that we have been involved in Africa has reaped benefits far
beyond what we can measure in continuing to provide foodstuffs for
people who are living merely on the edge of life. I hope we can con-
tinue that. I have entered some legislation to move along that line.

I thank you for being here today. Thank you.

Senator COCHRAN. Thank you, Senator.

[The statement follows:]

PREPARED STATEMENT OF SENATOR RICHARD J. DURBIN

Chairman Cochran, thank you for holding this important hearing this morning.
I look forward to working with you and Senator Kohl on the fiscal year 2001 Agri-
culture Appropriations bill.

Mr. Chairman, it’s always good to have Secretary Glickman before this Com-
mittee. 've had the pleasure of serving with him in the House and working with
him in his capacity as Secretary and find him to be dedicated, energetic, and respon-
sive. We're lucky to have him at USDA. Mr. Secretary, welcome back.

I would like to take a few minutes this morning to talk about some very impor-
tant issues that affect the Department.

First, I am encouraged by the Administration’s proposal designed to improve the
farm safety net. A quick review of that proposal suggests that it would be a signifi-
cant boost to Illinois farmers. In fact, it would mean more than $140 million under
USDA’s Supplementary Income Assistance Program, over $60 million for conserva-
tion programs, and more than $64 million in new risk management assistance for
Illinois farmers in the first year alone.

Obviously, our farmers need help. According to a University of Illinois study,
about a fifth of the State’s 73,000 farms won’t cover their 1999 operating expenses
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and a majority won’t make enough to cover family living expenses. Farm net worth
is expected to drop about 15.5 percent on average. The Illinois Farm Bureau pre-
dicts that about 18 percent of Illinois farms will have negative 1999 net incomes
and about 22 percent are in danger of going out of business.

Mr. Chairman, since 1989 the Federal Government has spent $27 billion in emer-
gency funding for farm-related disasters, 60 percent or $15.9 billion in the last 2
years alone.

I think it’s important for all of us to realize that the 1996 Farm Bill, Freedom
to Farm, 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 farmers in need, and ensuring that livestock producers are not left behind should
be the first steps. And, Mr. Secretary, I believe you have opened this critical dia-
logue with your proposal.

I also believe that we should begin a bipartisan effort to expand markets for
American agricultural products so that farmers can take advantage of the immense
buying capacity of developing countries. And, reforming crop insurance should be on
the top of everyone’s “to do” list.

We must also work to broaden the market for alternative uses of agricultural
products. More specifically, I hope that my colleagues in Congress, and the Clinton
Administration, will make every effort to expand the role of ethanol in the reformu-
lated gasoline program. Knowing what we know about MTBE, this should be a top
priority. I believe expanding ethanol’s role is a win for our farmers, a win for the
environment, and a win for the rural economy.

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 at the risk of repeating myself, let me 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.

Currently, our food safety system is fragmented with at least 12 different federal
agencies, 35 different laws governing food safety, and 28 House and Senate sub-
committees with food safety oversight. With overlapping jurisdictions, federal agen-
cies often lack accountability on food safety-related issues.

As you know, I've introduced legislation—the Safe Food Act of 1999—that would
replace the current fragmented federal food safety system with a single, inde-
pendent food safety and inspection agency. This new agency would be funded with
the combined budgets from the 12 federal agencies which currently have jurisdiction
over food safety. A single, independent agency would create a streamlined food safe-
ty system and lead to improved enforcement of food safety and inspection.

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.

Mr. Secretary, I want to take a minute to thank you and the Department for your
fine work in Chicago and the surrounding suburbs with regard to the Asian
Longhorned Beetle.

As you know, the City of Chicago and the State of Illinois have been battling
these pests for over 2 years now. Both APHIS and the Forest Service have been in-
valuable partners in this effort. I'm pleased to see that the President’s Budget in-
cludes $29 million, a fivefold increase in funding, for emergency efforts to fight Bee-
tles in Illinois, New York, Vermont, and Pennsylvania. It is my understanding that
Illinois may receive up to $7 million for Beetle eradication and tree replacement in
fiscal year 2001. I know my colleague Senator Kohl from nearby Wisconsin is watch-
ing anxiously as the State and City continue to battle the Beetle.

Mr. Secretary, I'm concerned that the Department chose to recommend cutting a
number of important ARS projects at the University of Illinois Urbana-Champaign
and at the ARS lab in Peoria, in particular, regarding soybean diseases. Further,
ARS does not include any funding for modernization efforts at the Peoria lab. I'll
be working with my colleagues on this committee to address these omissions.

Allow me to touch briefly on Africa. As you probably know, I was in Africa in Jan-
uary and had an opportunity to see U.S. food aid programs in action. I was im-
pressed 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 overwhelmed
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 countries’ econo-
mies. I believe U.S. food aid could be used to target communities heavily affected
by AIDS. I introduced a bill to target $50 million of U.S. food aid for nutritional
assistance for people living with AIDS, for families and children affected by AIDS,
and for development projects for communities heavily impacted by AIDS.



12

I would like to get the Department’s views on the potential for U.S. food aid being
used to help those children, families, and communities affected by AIDS in Africa
and elsewhere in the world.

Finally, Mr. Secretary, I included language in last year’s bill calling upon the Ad-
ministration to specifically request funding in fiscal year 2001 to implement the
U.S. Action Plan on Food Security. Instead, I found a 17 percent drop in Public Law
480 funding (from $1.23 billion to $1.02 billion), and no specific program funding
for the Action Plan. I'm very interested in an explanation on this matter.

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

Senator COCHRAN. Senator Kohl.
STATEMENT OF SENATOR HERB KOHL

Senator KOHL. Thank you. Mr. Chairman, I am pleased to join
you again as we review the budget proposal of the Department of
Agriculture. It is apparent to me that this subcommittee will con-
tinue to face growing challenges. Initially the last 2 years, we have
had to pass multi-billion-dollar emergency agriculture packages.
This year, farm income is projected to fall again and again, but we
will be called on to mend the farm safety net.

To help meet this challenge head-on, the Administration has pro-
posed a spending program of approximately $11.5 billion through
the next 2 years.

Mr. Secretary, when I looked at this package, I was stunned, for
as you know, there is nothing of any significance for dairy. And,
Mr. Secretary, this is not acceptable. Low milk prices and federally
sanctioned price discrimination have devastated the dairy industry
in my region.

Is it not an emergency that we have lost more than 10,000 dairy
farms in Wisconsin since 19907 Does the Federal Government owe
nothing to the family dairy farmers who you have beat almost out
of existence with a skewed, anti-competitive Federal milk pricing
system?

Now, I know that you worked hard to bring about modest reform
for the milk market order system last year and to end the North-
east Dairy Compact. But, as you know, by the end of the year, the
Administration accepted the complete revocation of those reforms
and an extension of the Northeast Dairy Compact. And now you
want help passing another multi-billion-dollar farm aid package
that ignores dairy. Well, Mr. Secretary, not this year.

The Administration will have my support when it produces a
farm package based on something other than what crops and re-
gions 1t thinks are most politically popular. You will have my sup-
port when you bring up a package that is fair and redresses some
of the grave wrong that has been done to honest and productive
dairy farmers, and not until then.

The budget proposal before us deals with these and many more
issues such as feeding programs for the poor and bases it on fair
trade, food safety conservation and rural development.

These programs are not only important to Wisconsin, but to
America’s farmers. They are important to all Americans, and I cer-
tainly hope we can find a way to work together on all of this as
the year progresses.

Thank you, Mr. Chairman.

Senator COCHRAN. Thank you, Senator.
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Senator Harkin.
STATEMENT OF SENATOR TOM HARKIN

Senator HARKIN. Thank you, Mr. Chairman.

Again, I want to join my colleagues in thanking you, Mr. Sec-
retary and Mr. Rominger, and your team for the outstanding job
you are doing. It is just superlative in the face of some real prob-
lems out there on the farms.

I will try to be as quick as I can. First, I want to applaud the
Administration for its agriculture conservation proposals that we
see in the budget. Particularly the funding for the conservation se-
curity program, which I proposed, and I think this could really be
an area where we can really put some more safety nets under those
farmers out there in a good, beneficial manner for the country.

The increase in the wetlands reserve program, the EQIP pro-
gram, and the farm land protection program and the wildlife habi-
tat incentives program, all great. I applaud you for putting that
money in the budget.

Secondly, the bio-based product and the bio-energy initiatives at
USDA and DOE and the proposed tax incentives in the President’s
budget, again, very positive. Again, I hope that you will continue
y}(l)ur strong support and your department’s strong support for
those.

How we can marry DOE and USDA together to provide for more
bio-based deals similar or like the project that we have in Iowa, I
will not go into that.

I also strongly support the $9 million budget request for design-
ing a bio-containment facility at the ARS’s National Animal Dis-
ease Center in Eames, Iowa. This center, this national center, is a
premiere center for research of diseases of animals important to ag-
riculture.

You, Mr. Secretary, and I toured that, as you know, in December.
And this $9 million item is a first step in upgrading the ARS and
the APHIS veterinary facilities which are badly—I might say, Mr.
Chairman, I would like to invite all the Senators to come out and
look at this national asset that we have out there. It is old. It has
been there 50 years now, I guess, 40 years, something like that—
it is the 1960s, I am told, so about 40 years.

And they are scattered around and they just need to be up-
graded, and I applaud you for putting that in the budget.

Again, I just want to reiterate, back to what Senator Durbin just
said. I am at this point with Catholic Relief Services. And I have
watched them at work from every place from East Timor to Africa
to Macedonia.

And again, the issue of food comes up. And they are working in
places where they really need foodstuffs, and this is just one of the
NGO’s. The Mennonites, the Lutheran church, they are all doing
great things out there.

There is certainly some way with soybeans, the surpluses we
have in pork, in wheat, we are flooded with surpluses. And, as you
said, Senator, these people are starving over there, malnourished,
and we have got the NGO’s, the people who do not charge an arm
and leg, and with whom you can trust and deal, to deliver these
services.
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We have got to break this down some way, Mr. Chairman and
Mr. Secretary, and get more food stuffs to these ND’s that are out
there doing a great job.

Thank you, Mr. Secretary. Thank you.

Senator COCHRAN. Thank you, Senator.

Senator Stevens.

STATEMENT OF SENATOR TED STEVENS

Senator STEVENS. Mr. Secretary, I look forward to having a dis-
cussion on specific items that affect my State in particular, as
these hearings go along.

But I have come today to make a suggestion to you. I was a solic-
itor in the Interior Department in the Eisenhower Administration.
We helped work out, at that time, some land exchange programs
with the Forest Service and BLM, which led to expanding lands for
Tucson and Phoenix and other places that had real problems about
expansion.

This year, we are going to spend $450 million, according to the
President’s budget, to put land back into federal ownership. But
there is substantial land out there that has substantial value that
is adjacent to many Western States that is owned by the Federal
Government, and actually, it can have no further Federal purpose.

I would urge you to go back and look at the concept of exchang-
ing lands owned by the Federal Government, but not necessarily by
the same agency.

I was just visited by people from Alaska. This is a little par-
ticular issue, but some of the places in southeast Alaska do not
have enough land to put in air strips. They used to be dependent
on amphibious planes.

Now, most of the planes that are being used are not amphibious
and they need air strips, but they have to fight with the Forest
Service to get land. I think we ought to find some land that the
Forest Service wants to acquire and exchange it.

But basically, I would urge you, we have got to stop spending
$450 million a year to, according to the Administration’s budget,
put land back into Federal ownership. The Federal Government al-
ready owns too much land, in my judgment. And we are land poor
in the West as far as the States are concerned.

I would urge you to think about some way to alleviate this strain
on the budget from this annual increase the President is asking for
in terms of dollars to acquire land.

Now, I know you do not have a chance to answer, but my point
of view is that we ought to use land exchanges to the maximum
extent possible and only use cash when it is absolutely necessary.

Thank you, Mr. Chairman.

Senator COCHRAN. Thank you, Senator Stevens.

Mr. Secretary, I thank you for your patience in listening to our
comments and observations about the President’s budget request.
You may proceed.

STATEMENT OF DAN GLICKMAN

Secretary GLICKMAN. Okay. Thank you very much, all of the Sen-
ators. I appreciate your kindnesses.
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My team is here. Deputy Secretary Rominger is here, of course,
with Keith Collins, our Chief Economist. Steve Dewhurst, our long
standing and perennial budget director—and I say that in a posi-
tive way, because perennials always come back and look better
each year—Gus Schumacher, who is our Under Secretary for Farm
and Foreign Agriculture Services.

I have a long statement, which will be part of the record, and I
just thought I would make a couple of comments and perhaps ad-
dress some of the comments that were made, because I know you
are going to have to leave fairly soon.

FARM ECONOMIC SITUATION

It is clear the farm economy in many quarters is in serious
shape, and what we have done in our budget proposal is to give
you, early on, an idea of what we can do to augment the current
farm bill—I repeat that, augment the current farm bill, so that we
can have early debate on what not only the emergency proposal
ought to look like, but what the next farm bill ought to look like
as well. What we have proposed is $11.5 billion package of assist-
ance containing three general pieces.

FARM SAFETY NET PROPOSAL

One is a counter cyclical income assistance piece that will help
producers when times are bad, but will not trigger-in relief nec-
essarily when times are good. That is different than the Freedom
to Farm Bill. While we propose doing this in an emergency context,
our proposal is on budget and paid up, as you know, quite frankly,
I would have liked to have seen more money in the proposal.

We will work with Congress on that, but given the fact that this
was presented in the context of a balanced budget proposal of the
President, we did the best we could under the circumstances, and
we want to work with you on the numbers that are there. But the
principle of counter cyclical farm assistance, we think needs to be
part and parcel of both the emergency relief as well as the next
farm bill.

In addition to that, we proposed a significant conservation piece,
and it was based on an idea that Senator Harkin proposed. But
what it does is to pay producers, not on a cost share basis, but on
a direct basis, based upon certain conservation practices that pro-
ducers carry out on their land to protect their resources.

The theory here is there is more to farming than just producing
the crop. There is value in the land itself, so that we can continue
producing crops for the next generations to come, so we have the
significant conservation piece which values the land separately
from what is produced on the land.

The third part is the risk management system where we propose
additional funds. And just to comment on what Senator Gorton
says, a major proposal is included here to get rid of the area-wide
trigger in the non-insured assistance program under current law—
this is particularly true on specialty crops—there has to be a wide-
based geographical loss in order for an individual producer to get
anything out of the program. We are proposing ending that with
this proposal.
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That will have profound effect, particularly in areas of the coun-
try which have significant individual losses, but may not have a
massive hurricane or other widespread catastrophic loss.

We think that these three pieces I've outlined here, taken to-
gether will be helpful to the form section over the next 2 years.

DAIRY PRICE SUPPORT

We are also proposing that the dairy price support program be
extended because it will end at the end of this year. Senator Kohl
is right, there is nothing more for dairy producers, and we want
to work with you on that.

Quite frankly I got burned last year when I tried to venture into
the dairy debate, but there is no question a lot of dairy farmers are
hurting.

The proposal we have put forward would just continue the dairy
price support program, otherwise the price could fall considerably
further. We would be glad to work with you on some additional
dairy legislation.

In addition, we have frozen loan rates. They would have come
down if I had not taken that step. There was a lot of pressure on
us to reduce the soybean loan rate. I was not going to do it. I was
not going to reduce any loan rates given the economic condition of
agriculture.

FARM STORAGE FACILITY PROGRAM

We have also proposed to begin a new farm storage facility pro-
gram. We used to have a program like that year ago. We give farm-
ers low interest loans to build on-farm storage. Why? In this era
of identity-preserved agriculture, GMOs, all the niche marketing,
farmers should have the ability to store on farm, so they can be
able to market on a more individualized basis. We think that this
is also an important program.

So what we have got here is a targeted, national-in-scope pro-
gram that will act as a bridge to the new farm bill, and we want
to work with you on these proposals. You have challenged us, and
I think correctly, we have got to put our money where our mouth
is.

We have tried to do that within the context of the President’s
balanced budget, but we know that we will have to work with you
on perhaps making modifications where necessary.

In terms of exports, I want to make a couple of comments there.
Last year, the Department programmed 8 million metric tons of
food assistance, the highest in the last 25 years. What Senators
Harkin and Durbin said is correct, it is disgraceful that there is a
huge number of hungry people out there, and we have resources
available here to help.

EXPORT CREDIT GUARANTEE PROGRAM

Sales under the CCC export guarantee program exceeded $3 bil-
lion, and we have got to continue those efforts on the trade policy
front. This budget provides about $5.8 billion for international pro-
grams including $3.8 billion for the CCC export credit guarantee
program which can be increased if necessary. I want to repeat that
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we will not be locked into that number internally within our CCC
authority if we think more is necessary.

We are requesting, for a third year in a row, authority to use
unspent EEP funds for food assistance and market development
purposes. If we do not use the EEP money, we would like to be able
to use it in other market development activities. We would like
that kind of flexibility.

The budget also supports opening three new agricultural trade
offices. And of course, we are trying very hard to get the WTO
China Agreement through, because as you know, China has made
an initial agreement with us to reduce their tariffs on our products
to levels, in many cases, below the levels Europe has in place. This
is something that is an extremely important part of trade policy
and U.S. agriculture.

MARKETING AND INSPECTION

I am not going to go over everything, only a few critical things.
In marketing and inspection, we have asked for additional monies
to deal with mandatory price reporting, so we can implement that
program beginning this summer. That is a high priority with many
members of this committee.

We have asked for additional authority so we can have additional
resources in our GIPSA market concentration activities concerning
livestock and poultry. We have asked for significant additional
money in inspection at the borders, as well as dealing with prob-
lems like citrus canker, Asian longhorn beetle, medfly, hog cholera.
And we have asked that some of these funds be converted from
CCC emergency spending to appropriated spending in the budget
for the year 2001.

RURAL DEVELOPMENT

In the rural development area, our budget will support over $12
billion in loans, loan guarantees and grants and technical assist-
ance, which is $1.3 billion more than the year 2000 for housing,
waste and water programs, dealing with the digital divide that is
part of the continuing support for rural electric and communica-
tions and funding for helping rural businesses.

RESEARCH

In the research area, the budget proposes an increase of 3 per-
cent, funding these research activities at $2 billion, and a lot of
that has to deal with the emerging threats from weeds, pests and
diseases. Again, that invasive species problem is a very, very seri-
ous one.

FOOD SAFETY

In the food safety area, as you said, the budget does contain ad-
ditional fees, and I am sure that we can talk about this as we have
done every year since I have been up here. But in addition to that,
we are increasing monies directed at the President’s food safety ini-
tiative and enhanced implementation of the HACCP systems.

I just spoke to a group this morning about this, and the incidence
of salmonella in poultry is down 50 percent since HACCP has gone
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into place. Safe food sells. If people have confidence the food system
is safe, they will buy it, and we have the safest food in the world.

A lot of these programs in the food safety area are geared to giv-
ing people confidence that the food is safe. And if they believe it,
we can deal with some of the hysteria that is out there both domes-
tically and on the international front as well.

FOOD NUTRITION

In nutrition, the budget provides for full funding for food stamps,
child nutrition and WIC. Based on proposed legislation, the food
stamp eligibility would be restored to over 200,000 eligible people.

For Food Stamp participants one of the things we are doing is
increasing the value of their vehicle to make it easier to qualify for
the program. It has not really changed much since the 1970s. It is
still at around $4,600 per year, for the maximum value of their ve-
hicle. A lot of working poor people cannot qualify in that kind of
circumstance.

NATURAL RESOURCES MANAGEMENT

Management of natural resources has been mentioned before.
The farm safety net proposes a new conservation security program,
and we have additional funding for EQIP, technical assistance, the
clean water action plan, as well as the global climate change and
the land legacy program. An important piece is the bio-based fuels
and bio-energy program, which we can discuss in detail.

CIVIL RIGHTS

We continue to work on our civil rights problems, as well as pro-
posing $10 million for the 2501 grant program to reach out to help
socially disadvantaged farmers. We are trying hard to improve cus-
tomer service by streamlining and restructuring the county offices
to support one-stop USDA service centers, but we have got to have
the tools to do that, including the common computing environment,
as well as other service center modernizations and e-Commerce-re-
lated capabilities for the Department.

PREPARED STATEMENT

I have indicated other things in my formal statement that we
need for the whole Department, but in the interest of time, I just
wanted to highlight those items as kind of a summary of the major
items that need your attention.

Senator COCHRAN. Thank you very much, Mr. Secretary.

[The statement follows:]

PREPARED STATEMENT OF DAN GLICKMAN

Mr. Chairman, Members of the Committee, it is a privilege to appear before you
to discuss the 2001 budget for the Department of Agriculture (USDA).

The President’s budget proposes $66.4 billion in budget authority for 2001 for
USDA compared to a current estimate of $72.3 billion for 2000 and $67.8 billion for
1999. Budget authority for discretionary spending, which accounts for about 25 per-
cent of USDA total budget authority, increases slightly from $16.3 billion in 2000
to $16.7 billion in 2001. The request before this Committee for discretionary spend-
ing is $14.4 billion.



19

The Department’s 2001 budget request provides the necessary resources that will
enable USDA to meet its ongoing program responsibilities as well as focusing on
some key Presidential initiatives. These key initiatives include:

—A new Farm Safety Net Initiative that will provide over $11 billion in additional
assistance to the rural economy from 2000 through 2002. The initiative includes
proposals for new legislation to provide supplementary countercyclical income
assistance payments targeted to producers actually facing reduced prices and
revenues and to reform the crop insurance program to provide better protection
from production losses. Other legislative proposals include a new Conservation
Security Program, expansion of the Conservation Reserve and Wetlands Re-
serve Programs and other conservation programs. This will strengthen farm in-
come support for those producers most in need of assistance due to depressed
prices and natural disasters while also stimulating achievement of major envi-
ronmental benefits through better management of farmland.

—A continuing Food Safety Initiative for improving the Federal food inspection
system from farm-to-table through better surveillance of foodborne illnesses and
ways to combat them, strengthened Federal-State partnerships, and expanded
research and consumer education. The budget includes increases of $27.5 mil-
lion in five USDA agencies to support the Initiative.

—A Biobased Products/Bioenergy Initiative to expand markets for agricultural
and forestry products to reduce U.S. dependence on oil imports, expand rural
business opportunities, and cut our pollution and greenhouse gas emissions.
The budget includes increases totaling nearly $90 million to support these ac-
tivities.

—A continuing Lands Legacy Initiative that proposes $1.4 billion for a national
program to protect great places and provide the tools for localities and States
to plan for smart growth and open space presentation. Of this total program,
$300 million would be allocated to USDA to carry out work by the Forest Serv-
ice and the Natural Resources Conservation Service.

The budget also focuses resources on the following other high priority areas:

—Providing adequate funding for Food Stamp, Child Nutrition, and WIC pro-
grams, increased funding for Farmers’ Market Nutrition program, new assist-
ance for the Colonias, and legislation to improve child care food program man-
agement as well as make it easier for Food Stamp families to own a car and
restore Food Stamp benefits to certain groups of legal immigrants.

—Meeting the urgent needs for water, housing and jobs in rural communities.

—Supporting research, education, technical assistance and inspection activities to
improve agricultural productivity, competitiveness, and small farm viability;
help solve pest and disease as well as environmental problems; and provide a
safe and nutritious food supply.

—Expanding domestic and overseas markets through aggressive promotion and a
reduction in trade barriers.

—Continuing an aggressive civil rights policy, providing for quality customer serv-
ice and efficient program delivery particularly by county-based agency service
centers, and effectively managing financial, human, information and other re-
sources.

The Department also will propose legislation that could affect the appropriations
process because of the discipline imposed on the 2001 budget. User fees for the Food
Safety and Inspection Service, the Animal and Plant Health Inspection Service, and
the Grain Inspection, Packers and Stockyards Administration are again included in
the budget. Legislation is also proposed for a number of mandatory programs, in-
cluding farm safety net legislation, which also provides for crop insurance reform,
legislation to expand eligibility for the Food Stamp Program, and improve Child and
Adult Care Food Program management, as previously mentioned.

I would now like to discuss the President’s budget proposals, as they relate to
each of the Department’s mission areas.

FARM AND FOREIGN AGRICULTURAL SERVICES

The mission of the Farm and Foreign Agricultural Services area to secure the
long-term vitality and global competitiveness of American agriculture has surely
been tested by the tough times farmers and ranchers have been encountering over
the past couple of years. While planting flexibility provisions of the Federal Agri-
culture Improvement and Reform Act of 1996 (the 1996 Act), strong export and
trade policy programs, and other program initiatives already underway have helped
many crop and livestock producers, it is clear, as the President indicated, that the
farm safety net still needs to be reinforced.



20

The Administration and the Congress worked together over the past 2 years to
provide emergency support for farmers in areas hit hard by declining prices and pro-
duction losses. However, this emergency assistance has been expensive and not well
targeted to those producers who need it the most.

The budget includes several legislative proposals for farm, conservation, and crop
insurance programs, coupled with new initiatives to be undertaken using current
authorities, which will provide $11.5 billion in additional assistance to farmers,
ranchers and rural communities from 2000 through 2002. These initiatives to im-
prove the farm safety net would provide about $7 billion in additional direct farm
income assistance over this period. This includes proposed legislation for the 2000
and 2001 crop years to provide $5.6 billion in supplementary, crop-specific income
assistance to producers of wheat, feed grain, rice, upland cotton and oilseeds suf-
fering from low prices and revenue. The proposed legislation also includes an exten-
sion of the dairy price support program and a new program to fund livestock proc-
essing cooperatives to improve income opportunities for producers. The Administra-
tion’s initiatives under current authorities will also include maintenance of max-
imum levels for marketing assistance loan rates for the 2000 crops, a new program
of incentives to encourage increased use of farm commodities for biofuels production,
and a new farm storage facility loan program to aid producers to expand on farm
storage capacity to be better positioned to effectively market their crops.

Continued efforts to expand and improve programs which help producers manage
risk will also be emphasized, and it will be necessary to work with Congress to fur-
ther reform the insurance programs for crop and livestock producers. Over $1 billion
is included for crop insurance and related reforms. This includes a proposal to make
noninsured crop disaster assistance more accessible to producers by replacing the
requirements for an area-wide loss before assistance can be made available to pro-
ducers with a less restrictive disaster declaration.

Enhanced conservation initiatives totaling nearly $3 billion, a $1.3 billion increase
over authorized levels for 2001 and 2002, including a new Conservation Security
Program at $600 million per year for 2001 and 2002 are proposed. The conservation
proposals are also a critical component of our farm safety net improvements to as-
sist producers in maintaining environmentally sound practices during these eco-
nomically troubling times. The budget proposes legislation to increase the Conserva-
tion Reserve Program (CRP) acreage cap to 40 million acres. It also promotes the
continuous, non-competitive signup that has been underway to enroll land in filter
strips, riparian buffers, and similar special conservation practices to enhance
achievement of water quality objectives by providing additional incentives under
current authority to enhance participation. The proposal also would expand other
conservation programs funded by the Commodity Credit Corporation (CCC) but ad-
ministered by the National Resources Conservation Service (NRCS) including the
Wetlands Reserve Program (WRP), the Environmental Quality Incentives Program
(EQIP), the Wildlife Habitat Incentives Program (WHIP), and the Farmland Protec-
tion Program (FPP).

These initiatives will serve as the basis for more permanent and effective assist-
ance to help producers cope with continuing economic stress at less cost to the tax-
payer. Unlike previous Ad Hoc (off-budget) emergency assistance enacted late in the
year, the proposal is fully paid for in the context of a balanced budget. It is pre-
sented as a part of the regular budget process so that Congress can take action
early in the year allowing farmers and their creditors to plan ahead. This proposal
will enhance and improve the safety net during the remaining 2 years of the 1996
Farm Bill and provide a bridge to a new farm program. There also will be con-
tinuing efforts by the Department to work to expand opportunities for small farmers
and others who traditionally have been under served in our farm programs.

Commodity Credit Corporation

Changes over the last decade in commodity, disaster, and conservation programs
have dramatically changed the level, mix, and variability of CCC outlays. CCC out-
lays increased from $10 billion in 1998, to $19 billion in 1999, and are projected
to increase to a new record high of about $27 billion in 2000. The increase in CCC
spending for 2000 is accounted for by higher marketing assistance loan program
outlays, expenditures related to various Administration initiatives, and emergency
spending authorized by the 2000 Appropriations Act that provided about $9 billion
in emergency assistance.

Projected CCC outlays for 2001 under current law are estimated at over $15 bil-
lion, including nearly $800 million for initiatives planned under current authority.
Approximately $4 billion in additional CCC outlays would occur in 2001 based on
the proposed safety net legislation.
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Conservation program outlays account for a significant portion of CCC expendi-
tures as well. The 1996 Act authorized direct CCC funding for CRP administered
by FSA and several new conservation programs administered by NRCS.

CRP provides landowners annual payments and half the cost of establishing a
conserving cover in exchange for retiring environmentally sensitive land from pro-
duction for 10 to 15 years. The 1996 Act authorized the program through 2002 and
set maximum enrollment in the program at 36.4 million acres. About 34.6 million
acres in total will be enrolled in the program in 2001 up from an estimated 32.3
million acres in 2000.

Finally, the budget addresses problems with section 4 of the Commodity Credit
Corporation Charter Act which caps CCC expenditures for computer equipment and
section 11 which limits total allotments and transfers to State and Federal agencies
for administrative support services to the 1995 expenditures level. The latter provi-
sions impose significant restrictions on the availability of CCC funds for transfers
and reimbursable agreements used to fund conservation technical assistance and
other support services for the conservation, commodity, and export programs. The
budget proposes an adjustment to these limitations to permit additional funds for
the technical assistance needed to carry out the conservation programs authorized
in 1996 as well as newly proposed programs.

By 2001, the amount available under the section 4 computer cap will be fully ex-
hausted, preventing CCC funding of data processing and related activities needed
to support efficient and timely delivery of FSA programs. If the cap is not raised,
a portion of the appropriated funds for salaries and other expenses will likely have
to be diverted to maintaining legacy systems thereby impacting staffing levels. The
loss of CCC funds for information technology and data processing also will impede
needed investment in streamlining and Service Center modernization initiatives, re-
stricting the Department’s investment in much-needed technology to implement on-
going business process reengineering efforts. USDA needs these investments to im-
prove service to its customers and reduce program delivery costs, but the high cost
of operating and maintaining the current legacy systems that serve our customers
precludes investment in modernization without additional funding.

The budget for 2001 includes a legislative proposal to raise the limit on CCC ex-
penditures for computer equipment by $35 million per year for the period 2001
through 2002. The increase in the multi-year cap is essential if CCC is going to
meet its most basic ongoing computer operations and maintenance costs for the
farm programs.

Farm Loan Programs

Traditionally, USDA’s role in the farm credit market has been to provide a safety
net for farmers who are unable to qualify for credit from private lenders. The De-
partment supplies about 4 percent of farm credit. Private lenders, including the fed-
erally-chartered Farm Credit System, supply the rest. Although the amount of farm
debt has been rising, the portion supplied by the Department is about half of what
it was in 1994. The Department’s farm loan programs help farmers who are experi-
encing financial difficulties due to adverse market and production conditions, as well
as socially disadvantaged, beginning, and limited resource farmers.

Changes in market conditions impact the willingness of private lenders to make
new loans. Thus, the number of applicants seeking USDA program assistance in-
creases dramatically during an economic downturn. This occurred in 1999 and is ex-
pected to continue through 2000 and 2001. As long as commodity prices remain low,
farmers will have difficulty presenting positive cash-flow scenarios to their lenders,
and many will not be able to qualify for credit.

The trend in recent years has been a shift to more guaranteed loans, as opposed
to direct loans. Especially during an economic downturn like this one, loan guaran-
tees play an important role. Loan guarantees provide private lenders with a way
in which they can minimize their exposure to risk while continuing to provide credit
to their borrowers who are experiencing temporary financial difficulties. A loan
guarantee with interest assistance allows borrowers who temporarily cannot meet
cash flow requirements to continue to be served by their current lenders. USDA has
streamlined its guaranteed loan making regulations in order to encourage more pri-
vate lenders to participate in the program. Guaranteed loans have lower subsidy
costs, and lower administrative costs since much of the loan making and servicing
actions are handled by private lenders.

The 2001 budget request for farm loans is based on the assumption that the farm
economy will begin to recover in 2001 and that the supplemental funding provided
in 2000 will reduce the backlog of loan applications. Specifically, the 2001 budget
request includes about $1.1 billion in direct farm loans and $3.5 billion in loan guar-
antees—a total of $4.6 billion. This is $1.2 billion less than the $5.8 billion that will
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be available in 2000, but the 2000 total includes over $2 billion provided through
emergency funds. Because interest rates have been rising, subsidy costs for the di-
rect loan programs are higher this year. This means each dollar of direct loans made
in 2001 will cost more than in 2000. Overall, subsidy costs for 2001 total $186 mil-
lion, $83 million less than in 2000.

For farm operating loans, the 2001 budget includes $700 million in direct loans,
$2 billion in unsubsidized guarantees, and $478 million in subsidized guarantees—
a total of $3.2 billion. The availability of farm operating loans provides farmers with
short-term credit to finance the costs of continuing or improving their farming oper-
ations, such as purchasing seed, fertilizer, livestock feed, and equipment.

For farm ownership loans, the 2001 budget includes $128 million in direct loans
and $1 billion for guaranteed loans. The availability of farm ownership loans pro-
vides farmers with long-term credit to finance the costs of enlarging, improving, or
purchasing a family farm. In addition, the guaranteed farm ownership loan program
allows farmers to use real estate equity to restructure debts. The direct farm owner-
ship loan program cannot be used for this purpose.

In addition, the 2001 budget includes funding for the boll weevil eradication pro-
gram, Indian tribal land acquisition loans, and emergency loans. Due to numerous
natural disasters in recent years, demand for emergency disaster loans has been
very high and supplemental appropriations have been needed in order to adequately
fund the program. The request for emergency loans for 2001 is $150 million, which
includes loans that would be made to larger-sized farms at higher interest rates,
under our proposal to close the “eligibility gap” between USDA and the Small Busi-
ness Administration emergency loans.

Farm Program Delivery

The weakened farm economy has challenged our efforts to improve customer serv-
ice while improving efficiency in the Farm Service Agency (FSA) and the other coun-
ty-based conservation and rural development agencies. The increasing demand for
CCC marketing assistance loan programs and disaster assistance has dramatically
increased workload and placed new burdens on county office staff. The higher work-
load, particularly for the marketing assistance loan programs, is projected to con-
tinue into 2001.

FSA Federal and county staffing since 1993 has declined by about 6,000 staff
years, from over 22,500 staff years at the end of 1993 to about 17,200 staff years
at the end of 1999. Additional funds appropriated in 1999 and 2000 have allowed
the agency to avoid reductions-in-force and to hire and maintain additional tem-
porary staff to meet pressing workload needs. The proposed program level in 2001
for salaries and expenses of $1.1 billion is estimated to support a ceiling of 5,901
Federal staff years, and 10,766 non-Federal county staff years, assuming proposed
legislation is enacted allowing for CCC to cover a portion of FSA’s computer oper-
ations and maintenance costs for the farm programs. The workload requirements to
deliver projected current programs and proposed new programs in 2001 is expected
to require over 16,600 staff years as well as continued investment in modernization
of the delivery system. The current high level of costs of operating and maintaining
current legacy computer system will continue to be incurred in the short run until
the common computing environment is operational, if FSA and the other field serv-
ice center based agencies are to provide necessary and adequate customer service.
As recommended in the Civil Rights Action Team report, legislation will be sub-
mitted to convert all FSA employees to Federal status this year.

Crop Insurance

Crop Insurance is fast becoming a primary source of risk protection for our Na-
tion’s farmers. Participation has increased to about 70 percent of the insurable
acres—more than half of which is insured at higher levels of coverage that pro-
ducers select, and the rest at the premium-free catastrophic coverage level of 50 per-
cent of approved yield and 55 percent of expected market price. The program is op-
erating on an actuarially sound basis, and the concern that farmers had about the
high cost of premiums has been addressed by providing approximately a 30 percent
discount in premiums in 1999 and about a 25 percent discount in premiums in 2000
as part of the emergency assistance package that was enacted for those years.

More work needs to be done in this area and the Administration is prepared to
work with the Congress toward this end. Based on the response received for dis-
counting premiums, the budget includes a proposal to increase the premium subsidy
on buy-up coverage for the 2001 crop. This new legislative authority would also ad-
dress the problem of multi-year coverage and establish a pilot program for livestock.
In addition, the proposed legislation would expand the risk management education
program and provide incentives, such as royalties, to developers of new insurance
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products. The legislative proposal also includes a provision for replacing the area-
wide trigger on eligibility for the non-insured crop disaster assistance program with
disaster declarations, beginning with the 2000 crop, so that producers with indi-
vidual losses on crops for which crop insurance is not offered will be better posi-
tioned to receive assistance.

The 2001 budget requests that “such sums as necessary” be appropriated for all
costs of the crop insurance programs, except for Federal salaries and expenses. This
is consistent with prior year appropriations and offers the flexibility necessary to
meet increases in the demand for insurance. The budgetary impact of our legislative
changes will be reflected on the mandatory side of the ledger.

As for Federal salaries and expenses in the Risk Management Agency, the 2001
budget includes $67.7 million in discretionary spending, compared to the $64 million
that was appropriated for 2000. About $1.6 million of the $3.7 million increase is
necessary to cover pay costs and $0.4 million is for information technology invest-
ments. The remaining $1.7 million would be used to establish a pilot program for
insuring bio-based value added products, and to enhance our civil rights activities.

International Trade and Export Programs

Strong export markets remain an essential component of the farm safety net, and
the aggressive pursuit of overseas markets for our farmers and ranchers is one of
the Department’s highest priorities. For 2000, the value of U.S. agricultural exports
is projected at $49 billion, unchanged from last year. While export growth remains
sluggish, export levels should improve as the economies of Asia, Latin America, Rus-
sia, and elsewhere recover from the financial disruptions of recent years. However,
a more solid recovery in U.S. exports is unlikely until global commodity stocks are
reduced from their present high levels.

In view of the current export situation, a number of steps have been taken during
the past year to bolster our export performance, while assisting other countries to
meet their food and agricultural import needs. For example, the Department pro-
grammed nearly 8 million metric tons of food assistance under various program au-
thorities last year, the highest tonnage level in 25 years. This included over 5 mil-
lion tons of wheat programmed under the President’s Food Aid Initiative and addi-
tional assistance provided to Russia. The Department also continued to make avail-
able sizeable levels of CCC export credit guarantees to facilitate sales to buyers in
the countries in Asia and elsewhere, which required the guarantees in order to se-
cure financing to purchase needed imports. Sales registrations under the programs
exceeded $3 billion last year.

Progress has also been made in our efforts to expand market access through trade
policy. Noteworthy among these accomplishments are the U.S.-China Agricultural
Cooperation Agreement reached last April, and the broader bilateral agreement on
China’s entry into the World Trade Organization (WTO) reached last November.
These agreements are important as the first will remove longstanding technical bar-
riers related to imports of U.S. grains, citrus, and meat and, upon China’s accession
to the WTO, the second will result in reduced tariffs and enhanced access to Chi-
nese markets for many of our products. Moreover, the WTO agreement will place
disciplines on Chinese agricultural policies, which would reduce the possibility of
disruptions in world trade stemming from their policies as has occurred in the past.
In order for United States to benefit fully from the agreement on WTO accession,
however, it will be necessary for permanent Normal Trade Relations (NTR) status
to be approved for China. The Administration will be working closely with the Con-
gress this year to ensure a positive outcome on the NTR matter.

Another important trade policy activity is the new round of multilateral negotia-
tions on agricultural trade. The objectives we have established for the negotiations—
elimination of export subsidies, improved market access by reducing tariffs and in-
creasing quotas, reform of state trading enterprises, tighter rules on trade distorting
domestic support, and facilitation of trade in products of new technologies—are cru-
cial for the achievement of our long-term export expansion objectives. Although full
agreement on the framework for a new round of negotiations was not achieved at
the Seattle Ministerial, the Seattle meeting is not the end to further negotiations
on agricultural trade. Because of the “built-in agenda” for agricultural reform in the
Uruguay Round Agreement, work on the new agricultural negotiations will con-
tinue, and the Administration will be working vigorously to ensure that U.S. objec-
tives are advanced as we move forward.

The President’s budget for 2001 is designed to ensure that the work of the Depart-
ment on these important trade policy and export promotion activities can continue.
The budget provides an overall program level of nearly $5.8 billion for the Depart-
ment’s international programs. For the CCC export credit guarantee programs, the
largest of our export programs, the budget includes a projected program level of $3.8
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billion, unchanged from this year’s level. These are current estimates of the level
of sales that will be facilitated by the programs; however, the actual level of pro-
gramming will be determined by market conditions and program demand. As export
markets recover, the level of export credit guarantee activity should pick up and the
level of guarantee programming can be increased in order to meet demand and
maximize export sales.

For the Department’s market development programs, the budget provides funding
of $120 million for 2001. This includes $90 million for the Market Access Program
(MAP), the maximum level authorized by law. MAP is the largest market develop-
ment program and is a key component in the Department’s efforts to increase sales
of high value products. The program has also served an important role in assisting
small and new-to-export companies build new overseas markets.

For the Foreign Market Development Program, commonly referred to as the Coop-
erator Program, the budget continues funding for the program at this year’s level
of $27.5 million. As proposed in last year’s budget, the Cooperator Program is now
funded through CCC rather than funds appropriated to the Foreign Agricultural
Service (FAS). This change will provide increased stability in the level of annual
program funding and, thereby, will enhance long-term planning by program partici-
pants.

The budget also includes funding for the Quality Samples Program, which was
first proposed in last year’s budget and is being implemented by CCC this year.
Under the program, samples of U.S. agricultural products will be provided to foreign
importers in order to promote a better understanding and appreciation of their high
quality. The program will be carried out through private sector organizations and
agricultural trade associations. For 2001, the budget provides funding of $2.5 mil-
lion for the Quality Samples Program, the same as this year’s level.

The budget includes funding for both of the Department’s export subsidy pro-
grams—the Export Enhancement Program (EEP) and the Dairy Export Incentive
Program (DEIP). In the case of EEP, the budget provides funding of $478 million,
the maximum level authorized by law and the level which is consistent with the
U.S. export subsidy reductions agreed to in conjunction with the Uruguay Round
Agreement on Agriculture. Although EEP programming has been limited in recent
years due to world supply and demand conditions, the awarding of EEP bonuses can
be resumed whenever market conditions warrant. Again this year, proposed legisla-
tion will be submitted which would allow unobligated balances in EEP funds to be
transferred toward the end of the year to help support increased programming
under the Department’s foreign food assistance authorities. This would be a very
useful tool for ensuring that EEP funds do not go unused, while helping to maxi-
mize agricultural exports and assisting other countries meet their food import re-
quirements.

For DEIP, the budget assumes a program level of $66 million for 2001. This is
a reduction from the levels of recent years and reflects two primary factors. The
first is full implementation of the Uruguay Round export subsidy reduction commit-
ments. The second is the phaseout this June of the so-called “rollover” provision
which allows countries under certain circumstances to exceed their annual export
subsidy reduction commitments by drawing on unused subsidy quantities from pre-
vious years. In view of the constrained level of DEIP programming, the Department
will need to work with the domestic industry to determine how it can continue to
facilitate U.S. dairy exports and maintain efforts to develop long-term markets over-
seas.

The budget provides an overall program level of just over $1 billion for Public Law
480 food assistance in 2001, which is expected to provide approximately 2.9 million
metric tons of commodity assistance to recipient countries. As in recent years, Public
Law 480 programming is likely to be supplemented by food assistance made avail-
able under other authorities, including the Food for Progress Act of 1985 and section
416(b) of the Agricultural Act of 1949.

For FAS, the budget provides appropriated funding of $118 million, an increase
of more than $4 million over this year’s level. Included in the increase is funding
to support the opening of three new Agricultural Trade Offices in Canada, Mexico,
and the Philippines. These countries have been identified by FAS as priority mar-
kets which offer significant market growth potential over the next 5 to 10 years.
These offices, working in conjunction with U.S. market development organizations,
private exporters, State trade officials, and others, will help to ensure that U.S. ag-
ricultural products benefit from the projected growth.

Increased funding is also included to enhance FAS’ market access compliance and
negotiation activities. The workload associated with these activities has increased
substantially with implementation of the Uruguay Round Agreement, and it is ex-
pected to increase even further with the onset of new multilateral negotiations on
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agriculture. The increased funding will help to ensure that resources are available
to monitor implementation and compliance with existing agreements and to ensure
that (}J.S. agricultural interests are fully represented as new agreements are nego-
tiated.

Additional funding is also provided for the increased costs associated with main-
taining an FAS presence at the American Institute in Taiwan and for a portion of
projected pay cost increases in 2001. The FAS request also includes $3.5 million for
the Cochran Fellowship Program, which maintains appropriated funding for the pro-
gram at this year’s level.

RURAL DEVELOPMENT

Rural America is tremendously diverse in terms of its dependence on farming and
other sources of jobs and income, and its ability to reap the benefits of the Nation’s
economic prosperity. Likewise, there is a substantial range in the wealth and eco-
nomic well-being of rural residents. Homeownership is higher in rural America than
in the Nation as a whole. Yet, many rural residents lack the resources to qualify
for mortgage credit, and rental housing is often unavailable or unaffordable, particu-
larly for the elderly. Even the basic amenities of clean running water and waste dis-
posal are lacking in many rural communities.

USDA’s rural development programs are designed to provide loan, grant and pay-
ment assistance for a variety of needs—rural housing, community facilities, water
and waste disposal, electric and telephone service, and rural businesses. These pro-
grams represent a substantial investment of public funds—nearly $13 billion for
2001. The returns on this investment include jobs—an estimated 200,000 for 2001—
as well as decent, safe and sanitary housing, improved community services, and
more opportunities for rural areas to compete successfully in the high-tech, global
economy.

Through initiatives, such as Empowerment Zones and Enterprise Communities
(EZ/EC), USDA helps rural communities with strategic planning and implementa-
tion. The Department works with other Federal agencies, State and local govern-
ments, and other rural development partners to ensure a coordinated effort in meet-
ing local priorities.

The 2001 budget provides more than $2.5 billion in budget authority. This is an
increase of over $300 million in budget authority over the $2.2 billion provided in
2000, and reflects higher subsidy costs due primarily to a projected increase in the
Government’s cost of borrowing.

Almost $3.5 billion in loans and grants is budgeted under the Rural Community
Advancement Program (RCAP) that was enacted as part of the 1996 Act. RCAP
funding would be provided in three funding streams, with States having the full
flexibility to transfer up to 10 percent of the funds within the funding streams, and
up to 25 percent between the three funding streams. This is consistent with the
1996 Act, and would ensure better coordination in meeting State and local priorities.
Within RCAP’s three funding streams, $24 million would be earmarked for Feder-
ally recognized Indian tribes. There are several other earmarks, including $42.6 mil-
lion for EZ/EC communities, and other initiatives.

The 2001 budget provides mandatory funding of $15 million annually for the com-
munities that were selected in Round II of the EZ/EC Initiative. This will assist
these communities, which have a 10-year designation, in meeting the goals of their
strategic plans to create jobs and economic growth. The budget also provides for tar-
geting of about $200 million in loans and grants under USDA’s rural development
programs to projects in EZ/EC communities.

The 2001 budget includes $581 million for salaries and expenses, which is ap-
proximately $47 million over the 2000 level. The increase will allow the mission
area to increase staffing and to fund a limited number of information technology ini-
tiatives.

Rural Utilities

The Rural Utilities Service (RUS) finances rural electric, telephone and water and
waste disposal services. Although most rural Americans now have access to these
basic necessities, there is still a need to maintain and upgrade these facilities to en-
sure that rural America does not fall further behind in the fast-paced world of high-
tech communications, and to address the increasing risks of unsafe or poor quality
water.

The 2001 budget would support over $2.2 billion in electric and telephone loans,
down from $2.8 billion. Guaranteed loans would be reduced from $1.7 billion to $1.2
billion. Direct 5 percent electric loans would be reduced and municipal rate loans
would be maintained at about the current level.
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The Distance Learning and Telemedicine Program offers rural communities an op-
portunity to receive enhanced learning and medical services and to connect to the
information-based economy. In 1997, the program was expanded to include loan as
well as grant assistance. RUS expects to see continued progress in loan activity.
Therefore, the 2001 budget proposes an increase in direct loans from $200 million
in 2000 to $300 million, and an increase in grants, from $20 million in 2000 to $25
million. This program will also fund $100 million in loans and $2 million in grants
as part of the Administration’s initiative to close the “digital divide.”

The Water and Waste Disposal Program provides financing for rural communities
to establish, expand, or modernize water treatment and waste disposal facilities.
Eligibility is limited to communities of 10,000 or less in population that cannot ob-
tain credit elsewhere. The program supports the Administration’s Water 2000 initia-
tive, which targets a portion of the funding to serve those rural communities with
the Nation’s most serious water quality problems, including even the lack of a de-
pendable supply of drinking water.

The program level for 2001 includes $502 million in grants, $1,032 million in di-
rect loans and $75 million in guaranteed loans for water and waste disposal
projects. This level will provide financing for new or improved water systems that
will serve about 1.7 million rural residents. In addition, about 700,000 rural resi-
dents will be served through new or improved waste disposal systems. The 2001
budget includes $648 million in budget authority to support the program, which is
an increase over the $606 million appropriated for 2000.

Rural Housing

USDA rural housing programs, managed by the Rural Housing Service (RHS),
have played a key role in providing affordable homeownership and rental opportuni-
ties for rural residents since the 1960s. The programs serve very low to moderate
income families who cannot obtain conventional credit and cannot otherwise afford
decent, safe and sanitary housing. Interest and rental payment assistance reduce
the cost of such housing to the families’ ability to pay, based on income and other
factors. The direct loan program serves low income families with incomes less than
80 percent of the area median. The average borrower’s income is $17,500. The 2001
budget would support $1.3 billion in direct (single-family) homeownership loans—
compared to $1.16 billion in 2000.

The 2001 budget would also support $3.7 billion in guarantees—$500 million more
than in 2000. The program offers no interest payment assistance, so borrowers must
be able to pay commercial rates of interest. This keeps the subsidy cost of the pro-
gram less than 1 percent per dollar of loan guaranteed, allowing it to fill gaps in
the commercial credit market where lenders are reluctant to make loans on their
own. The Administration will propose legislation to increase the fee on guaranteed
loans, which will further reduce the subsidy cost.

The combined total of $5.0 billion in homeownership loans and guarantees reflects
the Administration’s strong commitment to improving homeownership opportunities
in rural areas and is expected to serve almost 70,000 rural families.

The 2001 budget provides for $120 million in direct loans and $200 million in
guarantees for rental housing. The guaranteed program for rental housing differs
from the direct loan program in that it serves families with incomes up to 115 per-
cent of the area median income, rather than those below 80 percent of the area me-
dian. The guaranteed program is proposed to operate without interest payment as-
sistance. Currently 20 percent of loans have interest payment assistance. The pro-
gram will continue to use other sources of funds and financial incentives, such as
tax credits. This combination of the guaranteed loan with other incentives keeps
rents affordable for low income families.

In the direct rental housing program, RHS currently has a portfolio of about
18,000 projects with approximately 245,000 units receiving rental assistance pay-
ments. About 42,800 of these units will require renewal at a cost of $634 million.
The budget of $680 million also provides for some additional units in existing
projects for servicing purposes, as well as a small number of units provided in new
projects, including farm labor housing.

RHS administers several housing programs that serve specific needs, including
farm labor housing, self-help housing for families who trade their sweat equity for
a chance to own their own home, and repair loans and grants for very low income
households. The 2001 budget recommends $30 million in loans and $15 million in
grants for farm labor housing. It also includes $5 million for emergency assistance
for migrant farm workers. The budget also recommends an increase in Self-Help
grants from $29 million available for 2000 to $40 million for 2001.

The community facilities program provides direct loans, guarantees and grants to
finance essential community facilities, with priority given to health and safety facili-
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ties. In recent years, the priority has been to serve children and the elderly through
child care centers and health facilities; however, a wide range of projects have re-
ceived this assistance, reflecting the diversity of State and local priorities. The 2001
budget provides $250 million in direct loans, $210 million in guarantees, and $24
million in grants, including $5 million for early warning system grants that would
allow rural areas to reduce the loss of life resulting from inadequate warnings of
hazardous weather. The total program level of $484 million is about $75 million
more than 2000, and will support over 200 new or improved health care facilities
and other facilities which will improve the standard of living in rural America.

Rural Business

In order to create thriving local economies that provide good paying jobs and with-
stand the challenges of a high-tech global marketplace, many rural communities
need a more diversified economic base. In response to the EZ/EC initiative, many
communities have prepared strategic plans for their development. Implementing
these plans, however, requires significant sources of private-sector capital. Within
USDA, the Rural Business-Cooperative Service (RBS) administers several programs,
including loan guarantees, direct loans, and technical assistance, that encourage pri-
vate lenders to be more responsive to unmet needs and opportunities in rural com-
munities.

RBS’ largest program is the business and industry (B&I) loan guarantee program,
which has been operating at a level of about $1 billion for the last few years. The
2001 budget provides $1.25 billion in B&I guarantees and $50 million in direct
loans, which are targeted to areas that have traditionally been under-served by com-
mercial lenders. This level of funding reflects the Administration’s strong commit-
ment to expanding the rural economy, and is expected to create or save more than
40,000 jobs in rural America.

The 2001 budget provides $64 million for the Intermediary Relending Program
with $4 million of this amount earmarked for the Administration’s Native American
Initiative. This program provides loans at 1 percent interest to intermediaries who
relend those funds to local businesses and other organizations to improve the local
economic base.

The rural business enterprise grant program would be funded at $41 million, a
small increase over the 2000 level. These grants help rural entities, including public
bodies, nonprofit corporations and federally recognized Indian tribes, finance and fa-
cilitate development of small and emerging businesses. The budget provides $8 mil-
lion for rural business opportunity grants, which help rural communities develop
comprehensive strategies for revitalization and to better coordinate Federal assist-
ance. The budget also includes $5 million for the National Sheep Industry Improve-
ment Center, which is expected to use up most of the $20 million in mandatory
funding authority that the Center was provided in the 1996 Act.

The 2001 budget also provides $6 million for rural cooperative development grants
and $2 million for cooperative research agreements, compared to 2000 levels of $3
million and $500 thousand, respectively. The increase will be used to provide tech-
nical assistance to small-scale farmers to assist them in developing ways to add
value to their product in processing and marketing through the cooperative form of
business organization.

FOOD, NUTRITION AND CONSUMER SERVICES

America has the most affordable, safest food supply in the world, thanks to its
hard-working farmers and ranchers, not to mention the world’s most sophisticated
food distribution system. Despite the strongest economy in a generation and the con-
tinued strength of the Nutrition Assistance Programs, the problem of hunger per-
sists, and too many people have an inadequate diet. The Food Stamp Program, WIC,
the Child Nutrition Programs, and commodity programs provide nutrition assistance
to meet this need, as part of the national safety net. By improving nutritional sta-
tus, these programs are contributing to a healthier and more productive America.

The budget includes $35,8 billion to fully fund the Food Stamps, Child Nutrition,
and WIC Programs, the Nation’s primary means for carrying out nutrition assist-
ance policy. Over two-thirds of this money directly helps low-income children, school
age or under.

The Food Stamp Program is budgeted at $22.2 billion, including a $1.0 billion con-
tingency fund for unforeseen needs, on participation of about 18.8 million people.
The request is $1.1 billion higher than the 2000 level, and the participation estimate
is 0.5 million higher. Food Stamp participation peaked in March 1994 at 28 million
participants but has declined over 10 million participants since then. This trend
began before welfare reform was enacted, intensified in 1997 and 1998, and has
since slowed somewhat. The strongest economy in a generation, increased support
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from absent parents and the success of welfare reform in moving people into work
are helping vulnerable households reduce their dependency on food stamps. How-
ever, too many people eligible for the Food Stamp Program are not applying for
these benefits, often because they do not realize they are eligible for food stamps
or have difficulty obtaining them. This trend is problematic because food stamps can
be the difference that brings working poor families above the poverty line. Several
initiatives have been launched to help make sure that those who are still eligible
for food stamps know that they can participate. To facilitate participation, funding
to promote knowledge of the program among likely eligibles has been included in
the budget.

Several Food Stamp legislative proposals and initiatives are also included in this
budget. Eligibility would be restored to legal immigrant adults whose children are
eligible for food stamps and legal immigrants living in the U.S. at the time of wel-
fare reform, who have since turned 65. The budget would allow States the option
of conforming food stamp rules on the treatment of vehicles with more generous
Temporary Assistance for Needy Families (TANF) program procedures. The change
will simplify administration of both programs, and help program participants own
a reliable automobile so that they will have the transportation they are likely to
need to take advantage of training and job opportunities. Using current authorities,
efforts will be increased to reduce program error rates.

For the Child Nutrition Programs, the budget requests $9.5 billion, slightly below
the 2000 enacted level. This includes Team Nutrition funding of $10 million and $2
million for the Nutrition Education and Training program. A request of $6 million,
the final increment needed to complete the evaluation of the universal free break-
fast pilot is also included. Legislation is being proposed that would improve adminis-
tration and program integrity for the Child and Adult Care Food Program, and also
to reduce barriers for eligible children without health insurance to enroll in the
Child Health Insurance Program (CHIP) or Medicaid by allowing health depart-
ments to use National School Lunch Program free meal application data to target
insurance outreach efforts.

The WIC request includes an increase of $116 million, which will support a
monthly average of about 7.4 million participants with a gradual increase so that
7.5 million participants could be served by the end of the fiscal year. A sum of $20
million, a $5 million increase, is requested separately under the Commodity Assist-
ance Program for the Farmers’ Market Nutrition Program. The Food and Nutrition
Service and WIC State agencies are working to improve vendor management and
tighten program targeting and integrity. Among the initiatives in this regard, $6
million is requested to further State implementation of WIC Electronic Benefit
Transfer (EBT) technology already under development. WIC EBT will improve effi-
ciency and integrity in benefit redemption, and it will increase operational efficiency
in WIC clinics.

The budget provides $145 million for the Emergency Food Assistance Program
(TEFAP), including $100 million in food purchases (from Food Stamp Program
funds) and $45 million for State and local administration, not including bonus com-
modities. The Commodity Supplemental Food Program is funded at $93 million,
while funding for the Nutrition Program for the Elderly (NPE) is increased by $10
million, to $150 million, to allow for increases in participation.

Finally, USDA also would increase its efforts to manage the nutrition programs
effectively and to promote good nutrition. Through well managed programs with ef-
fective targeting and increased payment accuracy, program dollars can be stretched
and the benefits magnified. The budget includes $129 million for the Food and Nu-
trition Service nutrition program administration, an increase of $14 million from the
2000 level. This includes $5 million for Partnership for Change, promoting coordina-
tion of Federal, State, local and private efforts in specific target areas, primarily the
Colonias along the Mexican border from Texas to California. Also included is $2 mil-
lion to effectively promote the Dietary Guidelines to nutritionally at risk individuals
and low income households, as well as $8 million to improve program integrity. Fed-
eral resources needed to effectively manage the nutrition programs have dwindled
significantly over the years, now down to less then one half of 1 percent of program
funding. Resources to oversee States and to implement program improvements, such
as EBT for WIC, are extremely limited. Therefore, it is very important to the recipi-
ents of these programs that this request be fully funded.

FOOD SAFETY

Over the last 5 years, USDA has pursued a course to reduce the incidence of
foodborne illness associated with meat and poultry products. The backbone of this
effort has been the planning, development, and implementation of a new inspection
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system to achieve pathogen reduction through the implementation of hazard anal-
ysis and critical control points (HACCP) systems. With the phased-in implementa-
tion of HACCP 3 years ago, steps were taken to introduce science-based inspection
practices into a system that had not changed in nearly 100 years. Under HACCP,
the industry has taken the responsibility for identifying and addressing food safety
hazards that may occur during production and improving the sanitation of their fa-
cilities. To coincide with these changes, the inspection program has refocused its ef-
forts on ensuring that production systems are producing products that meet sound,
science-based microbiological performance standards; as well as preventing trans-
mission of diseases from animals to humans.

In January 1998, approximately 300 large establishments entered the program
and the following year over 2,800 small plants implemented the new requirements.
Recently, on January 25, 2000, the program was fully implemented when the re-
maining very small establishments entered the program. At this time, all meat and
poultry establishments have in place standard operating procedures for sanitation
and HACCP systems for controlling food safety processes. All slaughter establish-
ments are testing product for generic E. coli contamination to ensure that they are
preventing fecal contamination, and all establishments producing raw product must
achieve Salmonella performance standards. Compliance with the new requirements,
by the large and small establishments, is very high and it is expected that the first
year experience for the very small establishments will also be successful.

Now that this system is fully implemented, there is evidence that improvements
made by the industry and inspectors are providing valuable benefits for consumers.
Data from the first 2 years of implementation of the Pathogen Reduction/HACCP
rule in large and small establishments indicates that the prevalence of Salmonella
in meat and poultry products was reduced by nearly 50 percent in chicken car-
casses. In addition, data released from the FoodNet disease surveillance system in-
dicates that during 1998, the rate of Campylobactor and Salmonella infections de-
clined nationwide.

For 2001, the budget for inspection of meat, poultry, and processed egg products
is based on a program level under current law of $688 million, a net increase of
$18 million over the 2000 level. The 2001 budget includes an increase for pay and
benefits to meet statutory obligations to provide inspection services without disrup-
tion. The 2001 budget reproposes legislation to recover the full cost of providing
Federal meat, poultry, and egg inspection. The user fee proposal excludes Grants
to States and Special Assistance for State Programs. Requiring the payment of user
fees for Federal inspection services would not only result in savings to the taxpayer,
but would also ensure that sufficient resources are available to provide the manda-
tory inspection services needed to meet increasing industry demand, while rep-
resenting less than 1 cent per pound inspected to consumers.

The 2001 budget includes increases to enhance the implementation of HACCP and
science-based inspection procedures. Currently, the Food Safety and Inspection
Service (FSIS) is examining how to redefine the functions of inspection personnel
under a HACCP-based food safety system. The inspection reforms being evaluated
are expected to have a substantial impact on the deployment and compensation of
FSIS in-plant personnel. The overall complexity of inspection work will increase as
will the inspector’s responsibility. Offsetting increased costs for implementing the
reforms will be savings resulting from an anticipated reduction of part-time and
temporary personnel not needed to conduct certain inspection functions. In addition,
FSIS will also implement daily randomized inspection in processing establishments,
rather than conducting inspection during each shift. Implementation of randomized
processing inspection practices in 2001 will lead to better utilization of inspection
personnel and eliminate the need for inspection services on an overtime basis, sav-
ing the industry overtime charges.

In order to ensure that all establishments producing meat and poultry products
for U.S. consumers are meeting HACCP requirements, the budget includes funding
to increase the number and intensity of comprehensive reviews of State and foreign
inspection programs to assure that they are equivalent with Federal requirements.
In addition, the implementation of HACCP and other regulatory reforms has placed
increased demands on supervisors and inspectors for learning new processes that
have increased the complexity of inspection activities. In order to ensure that these
new functions are uniformly and effectively applied, FSIS needs to enable its inspec-
tion workforce to hold periodic meetings to address concerns and questions inspec-
tors may have regarding verification of HACCP systems, process control systems,
and pathogen testing. The budget also provides the resources needed to accelerate
regulatory reform through the elimination of regulations not compatible with
HACCP. The budget provides additional funding for Codex Alimentarius, which will
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be used to prepare U.S. delegates to Codex for leadership in international food safe-
ty issues through technical training seminars.

The USDA strategy for improving food safety has been multi-faceted and broad,
involving not only Federally inspected establishments, but also the entire farm- to-
table continuum. Under the President’s Food Safety Initiative for 2001, eight USDA
agencies are requesting a total of $163.7 million, an increase of $27.4 million over
the 2000 level. Research and data collection on food safety hazards and developing
means to control them continue to be a high priority activity for USDA. In order
to continue USDA’s success in reducing microbial contamination of meat, poultry,
and eggs, the budget includes funding to implement proposed legislation to permit
Kle intelistate shipment of State inspected products, and implement the Shell Egg

ction Plan.

NATURAL RESOURCES AND ENVIRONMENT

At a national conservation summit that USDA hosted late last year, the Depart-
ment released the latest Natural Resources Inventory (NRI) demonstrating that
American agriculture will be facing a mounting array of conservation challenges in
the 21st century. Many of these challenges, which appear to be growing faster than
we can solve them, are all too familiar and include the need to conserve and protect
our Nation’s valuable private land, reduce soil erosion, improve water quality, limit
the loss of prime agricultural land to development, protect and restore wetlands,
and enhance fish and wildlife habitat. The 2001 budget recognizes the importance
that the public has placed on these natural resource concerns and a number of pro-
posals are included in the budget to help the Department address them.

Overall the budget for 2001 includes a funding level for the Natural Resources
Conservation Service (NRCS) that totals about $2.3 billion, including $877 million
in appropriated funding and $1.4 billion in funding from the CCC. This also in-
cludes $654 million for conservation technical assistance, a 13 percent increase,
which represents the foundation of the Department’s partnership with conservation
districts and farmers, as well as the primary means by which the Department ad-
dresses many of the conservation priorities mentioned above.

The budget recognizes the important contribution that agriculture can make in
addressing water quality and implementing the Administration’s Clean Water Ac-
tion Plan. Polluted runoff resulting from animal feeding operations (AFO’s) are one
of Agriculture’s most critical challenges in preventing water pollution in the Nation
and meeting this challenge continues to be a high priority within the Department.
To help AFO’s develop and implement nutrient management plans, NRCS will di-
rect a total of $87 million in technical assistance funding in 2001 which represents
an increase of $20 million and a redirection of $11 million. Financial assistance that
AFO’s might need to implement the plans will come from the EQIP which is funded
through CCC and for which we are seeking an increase of $151 million. The budget
also supports actions to strengthen local leadership capacity in the area of water-
shed restoration planning. NRCS will direct $10 million to competitive partnership
grants to enable locally-led institutions, such as conservation districts or watershed
councils, to hire non-Federal watershed coordinators who will take an active role in
problem identification and goal setting. An additional $3 million is provided for
monitoring work to help target resources and document baseline conditions and per-
formance.

Last month the Vice President announced an ambitious new plan to support the
farm safety net while at the same time promoting conservation, preserving farm-
land, and protecting soil and water quality. This plan recognizes the fact that soil
and water are vital resources, and that producers should be compensated for their
husbandry of these resources, just as they are for crop and livestock commodities.
A cornerstone of this proposal is the new $600 million Conservation Security Pro-
gram which will be targeted to family farmers and ranchers who meet certain in-
come-related criteria but who still want to practice environmentally sound land
management practices. Through this program, the Department will make direct
payments to producers to keep their agricultural operations economically and envi-
ronmentally sustainable by compensating them for voluntary land stewardship. It
will also be a significant new incentive for farmers to install important additional
conservation practices such as nutrient and residue management and environ-
mentally sound grazing. In further support of this farm safety net proposal, the De-
partment will seek to reauthorize and fund the Farmland Protection Program and
the Wildlife Habitat Incentives Program and to expand the Wetlands Reserve and
Conservation Reserve Programs.

In support of the Administration’s Global Climate Change Initiative, the budget
includes an additional $12 million for the conservation technical assistance program
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to develop accurate baseline soil carbon data and to determine the impacts of Fed-
eral programs on soil carbon stocks at the national, regional and field levels. In ad-
dition, NRCS will devote $3 million to fund demonstration and research pilot
projects to test various carbon sequestration and greenhouse gas mitigation strate-
gies and monitoring mechanisms.

Other budget increases include $5 million to enable NRCS to help communities
plan, develop and implement conservation based biomass production systems and $5
million for financial and technical assistance for the Community/Federal Informa-
tion Partnerships in support of the Administration’s Livability initiative, which will
allow communities to develop and use geospatial data for land-use planning and de-
cisions.

Funds will again be limited in the watershed planning and construction area
where allocations will be made only to those projects that demonstrate cost effective-
ness and clear environmental need. Watershed plans will continue to be closely ex-
amined to eliminate those projects that have become infeasible in order to reduce
the backlog of unfunded work. The budget request also includes the use of $4 mil-
lion in subsidy budget authority for a new $60 million loan program that will pro-
vide loans to State and local governments for the rehabilitation of the more than
10,000 project dams that have been installed with USDA funding over the past 50
%{?ars. Many of these older projects are now approaching the end of their projected
ife span.

Finally, the Department’s 2001 budget will continue to support the 315 authorized
Resource Conservation and Development areas. While budget constraints preclude
any new area authorizations this year, the ongoing program will continue to im-
prove State and local leadership capabilities in planning, developing and carrying
out resource conservation programs.

RESEARCH, EDUCATION, AND ECONOMICS

The Research, Education, and Economics (REE) programs aim to address increas-
ingly complex issues faced by producers as we enter the 21st century by: (1) warding
off any potential threats to agricultural productivity posed by deadly pests and dis-
eases of U.S. and foreign origin; (2) helping the farming community to produce af-
fordable high quality foods that are safe and nutritious by taking advantage of cut-
ting edge tools such as biotechnology; and (3) creating a future workforce that is
capable of addressing emerging issues in agriculture.

For the REE mission area increases are provided for developing novel methods
to prevent and control exotic diseases, pests, and invasive species that threaten U.S.
productivity; accelerating the development and commercialization of biofuels and
other valuable biobased products made from agricultural and forestry resources;
promoting agricultural production practices that are environmentally-sound; ex-
panding higher education capacity in agricultural and food sciences; enhancing nu-
trition education and food recovery efforts to fight hunger; and providing important
economic and statistical information for decision-makers to better address key
issues in agriculture.

Agricultural Research

The 2001 budget provides $894 million for the research programs carried out by
the Agricultural Research Service (ARS), reflecting an increase of about $64 million,
or 7.7 percent above the 2000 enacted level. Within the total, the budget provides
increases totaling nearly $98 million, for top Administration initiatives and prior-
ities, such as biobased fuels and products and the counter-terrorism initiative aim-
ing to prevent and control acts of chemical and biological terrorism against U.S. ag-
riculture. The initiatives will be funded in part through the savings achieved from
the termination of lower priority projects, totaling more than $42 million. An in-
crease of $2 million is also provided for the National Agricultural Library to rapidly
respond to information requests in print and electronic form, increase digital pub-
lishing, and expand access to key agriculture-related information.

To identify, prevent, and control exotic and invasive diseases and pests, an in-
crease of $23.2 million is included in the ARS budget. The increase includes $14.4
million for expanding the diagnostic capabilities to prevent acts of biological ter-
rorism against U.S. agriculture, and preventing and controlling infectious zoonotic
diseases afflicting livestock and aquaculture. The increase also includes $4.3 million
for invasive species, and $4.5 million for Food Quality Protection Act (FQPA) related
activities. An increase of $21 million is also provided to the Cooperative State Re-
search Education, and Extension Service (CSREES) for competitive grants to de-
velop intermediate- and longer-term pest control alternatives in response to FQPA.

Additional investments in genetic research can potentially increase agricultural
productivity and lessen the impact of agricultural practices on the environment by
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generating economically desirable crops and animal products that are naturally re-
sistant to deadly diseases and pests. The ARS budget contains an increase of $12
million for genetic research. Additional funding, totaling $12 million, is also avail-
able under the National Research Initiative (NRI) competitive grants for con-
structing genomic maps, conducting map-based cloning of select genes, and manipu-
lating microbial genomes to increase agricultural productivity.

Scientific and technological advances in biobased products research make it pos-
sible to enhance farm income, strengthen U.S. energy security, and protect the envi-
ronment. An increase of $14 million for research to improve the conversion of agri-
cultural materials and feedstocks into biofuels, and enhance the development of val-
uable biobased products. An additional $9.6 million is also included in the CSREES
budget for competitive grants to generate new information and tools for producers
to grow and harvest alternative crops, and for manufacturers to convert the raw ma-
terials into valuable products for use by industry and consumers.

Other continuing ARS budget proposals include:

—An increase of $5.7 million for food safety research in support of the President’s
Food Safety Initiative. The increase will support both pre-harvest and post-har-
vest research. Additional funding, totaling §7.7 million, is available under the
NRI to better identify risk factors in food production from farm-to-table.

—An increase of $17.3 million for research in support of the President’s Human
Nutrition Initiative, aimed at increasing the understanding of how certain nu-
trients impact human health and weight-loss in individuals.

—An increase of $23.7 million is provided to promote environmentally sound pro-
duction practices, enhance the understanding of the adverse impacts of global
climate change on food production, and develop methods to improve air quality.

The ARS budget also includes an additional $39.3 million for facility construction
and modernization projects at five ARS locations, including planning and design of
a new Biosafety Level-3 facility at the National Animal Disease Center at Ames,
Iowa, improvements to support new facilities at Beltsville, Maryland; continued
modernization and construction at the Plum Island facility in New York, continued
modernization of the Western Regional Research Center at Albany, California; and
to upgrade the U.S. National Arboretum and the National Agricultural Library.

Research, Education, and Extension

The 2001 discretionary budget request for CSREES over $972 million, an increase
of $22 million above the 2000 enacted level, with a shift within the total for several
integrated research, education, and extension activities, targeting important pro-
grams such as water quality, food safety, and the economic viability of small farm
producers. In addition to research programs financed with discretionary funding
provided in appropriation bills, the Department has launched the $120 million ini-
tiative for Future Agriculture and Food Systems and will also use funding available
under the Fund for Rural America for various research and extension initiatives.
These initiatives will be continued in 2001. An increase of $31 million is also pro-
vided for the NRI, funding it at $150 million. NRI supports cutting edge research
aimed at addressing critical issues in agriculture by allowing the Nation’s best sci-
entists to compete for grant funds. The research funded under the NRI targets key
areas, such as plant and animal genetics, human nutrition, global climate change,
animal waste management, and pest control.

Specific budget proposals for CSREES include:

—An increase of over $9 million for higher education programs through expanding
Institution Challenge Grants, Graduate Fellowship Grants, and the Multicul-
tural Scholars program, as well as enhancing the educational capacity at the
Hispanic Serving Institutions, and the 1890 institutions. The increase also adds
to the balance of the Native American Institutions Endowment Fund to enhance
edllllcational capacity and support facility renovation and construction at Tribal
colleges.

—Over $5 million in new funding for nonprofit groups and faith-based organiza-
tions to expand community-based efforts to fight hunger, improve nutrition,
strengthen local food systems, and help low-income families move from poverty
to self-sufficiency.

—3$5 million in new funding for a new Youth Farm Safety Education and Certifi-
cation program to deliver safety training and certification to youth and migrant
workers who may have limited access to formal education.

Economics and Statistics

The 2001 budget for the Economic Research Service (ERS) and the National Agri-
cultural Statistics Service (NASS), in total, is $156 million, down $9 million from
the 2000 enacted level. The proposed increases of $5.2 million are provided to sup-
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port economic analysis that improves public and private decisionmaking and meet
the statistical data needs of our customers, are offset by a decrease of $14.2 million,
resulting in part from the proposal to transfer food program studies from ERS to
the Food and Nutrition Service.

Funding proposals include:

—An increase of $1 million for ERS for continuing analysis of market concentra-
tion, focusing on identifying where concentration is occurring in the marketing
chain and who is affected. Assistance would also be provided to the Department
of Justice for monitoring merger activity.

—An increase of $0.7 million for ERS to assess the economic potential for domes-
tic carbon sequestration in agricultural soils and identify the appropriate eco-
nomic incentives for such activity.

—An increase of $0.5 million for ERS to expand research and collaboration with
appropriate institutions in developing countries to find solutions for global food
insecurity.

—Increases of $3.2 million for NASS to expand the monitoring of pesticide use,
expand the current hog survey, develop computer security for confidential and
market sensitive information and statistics, and begin preparations for the 2002
Census of Agriculture.

MARKETING AND REGULATORY PROGRAMS

The Marketing and Regulatory Programs facilitate domestic and international
marketing of U.S. agricultural products by: (1) reducing international trade barriers
and assuring that all sanitary and phytosanitary requirements are based on sound
science; (2) protecting domestic producers from animal and plant pests and diseases;
(3) monitoring markets to assure fair trading practices; (4) promoting competition
and efficient marketing; (5) reducing the effects of destructive wildlife; and (6) as-
suring the well-being of research, exhibition, and pet animals. Consumers, as well
as farmers, ranchers, handlers, processors, and other marketers in the agricultural
sector, benefit from these activities.

The budget includes an increase of $15 million for the Agricultural Marketing
Service (AMS) for a number of important activities. It would be used to (1) continue
the Mandatory Price Reporting for livestock begun in 2000; (2) expand voluntary
market news reporting to include international and organic markets data; (3) final-
ize the National Organic Standards; (4) enhance the rapid response capability of the
Pesticide Data Program (PDP) necessary to support the Department’s responsibil-
ities to meet the Environmental Protection Agency’s data requirements for agricul-
tural pesticide residues for drinking water under the Food Quality Protection Act;
and (5) conduct microbiological testing of fruits and vegetables to support the Presi-
dent’s Food Safety initiative.

For the Animal and Plant Health Inspection Service (APHIS), the budget includes
an increase in current law appropriated funding of $74.3 million. The increase for
2001 reflects a decision to fund, through appropriations, several programs that had
been started with funds transferred from CCC. These continuing activities can no
longer be considered “emergencies.” These programs address the detection and ex-
clusion of pests and diseases, including Mediterranean fruit fly, Citrus Canker,
Asian Long-horned Beetle, and Hog Colera. The budget also improves APHIS’ Emer-
gency Management System and implements a new Invasive Species program. These
efforts will address demands to protect American agriculture from deliberate or acci-
dental introductions of animal and plant pests and diseases from abroad. Other pri-
ority increases are requested in the following areas: (1) Agricultural Quarantine In-
spection services will be improved along U.S. borders and ports of entry to match
the greater demands for these services, by using additional point-of-entry inspectors,
expansion of canine teams, and state-of-the art high-definition x-ray machines; (2)
Animal Health Monitoring and Surveillance will continue to assure our trading
partners of the highest quality products, by maintaining epidemiological and statis-
tical principles of critical animal disease control and diagnostic testing methods; and
(3) Animal care activities will increase the number of inspections to assure viola-
tions are corrected, expand public outreach, and encourage stakeholder and industry
participation. Also, legislation will be proposed to increase license fees on the enti-
ties regulated under the Animal Welfare Act to recover the field level costs of ad-
ministering the Act and to increase biotechnology permit fees to recover the costs
of providing such services.

The budget requests an increase for the Grain Inspection, Packers and Stockyards
Administration (GIPSA) in current law appropriations of $7.1 million so that grain
inspection activities for standardization, compliance, methods development, and all
activities under the Packers and Stockyards Program are achieved. GIPSA needs to
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address the complex quality information needs emerging as a result of today’s bio-
technological advances, in order to meet market and consumer demands with re-
spect to genetically engineered grains and grain products. New testing methods will
permit greater transparency from grain inspection, adding value to grain products
so producers can continue to compete in the global economy. Specifically, $2 million
would be used to develop new biotechnology testing methods, analytical tests, and
greater quality assurance procedures, and $150,000 will be used to address emerg-
ing sanitary and phytosanitary standards required by the WTO and NAFTA. Under
the Packers and Stockyards Programs, $5 million would be used to: (1) develop mod-
els which could be used to verify the existence of anti-competitive behavior; (2) ex-
pand the Rapid Response Teams used to investigate time-sensitive financial, trade,
and anti-competitive behavior issues; (3) examine the competitive structure of the
poultry industry; (4) establish a swine contract library, and (5) enhance civil rights
activities and establish an information staff. This funding will allow GIPSA to pro-
mote competition and improve market performance, which is vital to increasing con-
fidence in the livestock and poultry sectors. Legislation will again be proposed to
charge user fees for grain standardization activities and license fees for packers and
stockyards activities.

DEPARTMENTAL MANAGEMENT ACTIVITIES

The Departmental offices provide leadership, coordination and support for all ad-
ministrative and policy functions of the Department. These offices are vital to
USDA’s success in providing effective customer service and efficient program deliv-
ery. The 2001 budget proposes targeted increases for USDA’s central offices and
management functions to strengthen Departmentwide management oversight, lead-
ership, coordination, and administrative support in keeping with the Department’s
Strategic Plan Management Initiatives to:

—Ensure that all customers and employees are treated fairly and equitably, with

dignity and respect;

—Create a unified system of information technology management;

—Imgrove customer service by streamlining and restructuring the county offices;

an

—Improve financial management and reporting.

The budget request reflects a continuing commitment to improving civil rights en-
forcement throughout USDA. In recent years, the Congress has provided funding for
key civil rights initiatives in the Department, which is greatly appreciated. This
budget includes further increases to ensure the achievement of the Department’s
civil rights goals. For example, an increase of $1 million is included to enhance the
Department’s capability to more efficiently and effectively resolve workplace con-
flicts, including equal employment opportunity complaints, through an expanded Al-
ternative Dispute Resolution program that will be jointly administered by the Office
of Civil Rights and the Conflict Prevention and Resolution Center. An increase of
$7 million is included for the Department’s Socially Disadvantaged Farmers Out-
reach Program. In 2000, this program was provided with an additional $5.2 million
form the Fund for Rural America. Authorized by Section 2501 of the Food, Agri-
culture, Conservation, and Trade Act of 1990, this program provides grants to orga-
nizations to help increase socially disadvantaged farmers’ and ranchers’ participa-
tion in USDA programs and to help enhance the success of their operations by pro-
viding outreach and technical assistance. The budget also includes $500,000 for a
Small Business Education and Development Pilot Program that will: (1) dem-
onstrate strategies for the growth and stability of small businesses in rural America;
(2) identify new markets for agricultural products of small, limited-resource farmers;
and (3) deliver educational and technical resources to sustain economic growth and
development.

The Office of the Chief Information Officer (OCIO) provides policy guidance, lead-
ership, and coordination in USDA’s information management and technology invest-
ment activities. The budget includes an increase of $6.6 million to implement a com-
prehensive USDA Cyber-Security Program and $2 million to support electronic com-
merce and information management and collection initiatives. The cyber-security
program will ensure that the Department’s information technology (IT) systems are
protected from unlawful and malicious intrusions. Activities include establishing a
department-level IT risk management program to provide means to identify
vulnerabilities in USDA’s information assets and mitigate security risks; further the
development of an information and telecommunications security architecture; and
conduct security awareness and training programs to educate our employees about
security risks as well as their role in protecting USDA’s information resources. As
USDA agencies increasingly provide customers access to programs and services on
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the Internet, Department-wide electronic commerce initiatives will facilitate the de-
velopment of unified and more resource efficient approaches to common issues such
as electronic signatures, information security, and rapidly evolving technical stand-
ards. Information management and collection initiatives will also provide a quick
and easy way for customers to conduct business with the Department, reduce cus-
tomer reporting burdens, and help the Department meet the requirements of the
Government Paperwork and Elimination Act.

OCIO also has oversight of the Common Computing Environment (CCE) that is
part of the Service Center Modernization Initiative (SCMI). CCE is a critical compo-
nent of our plan to reengineer the Department in a way that improves customer
service while reducing the long-term costs of providing those services. In recent
years, the Department has collocated field offices of the Farm Service Agency, Nat-
ural Resources Conservation Service and Rural Development to create about 2,500
one-stop USDA service centers. A key ingredient in providing seamless, quality serv-
ice at service centers is the replacement of these agencies’ separate, incompatible,
and aging information technology systems with a single, integrated, and modern in-
formation system. CCE will allow these agencies to share common information, will
reengineer business processes to reduce the redundant requests, office visits, and
paperwork burden faced by customers participating in multiple programs, and will
save customers time and money by making Internet-based services available. Sig-
nificant progress on SCMI has already been achieved. Business processes are being
reengineered to streamline administrative functions and improve program delivery;
modern telecommunications systems have been installed; and 30,000 computer
workstations are being deployed that can be used interchangeably among the agen-
cies. Significant efficiencies will be achieved when the service centers are allowed
to integrate their administrative functions. A comprehensive Service Center Mod-
ernization Plan has recently been completed and adopted by the Department. It lays
out the next steps and implementation timeframe for attaining the goal of one-stop
service for USDA customers at the county level.

Until such time as the CCE is fully operational, the service center agencies will
continue to rely on outmoded legacy computer systems, many of which have been
in place since the early 1980’s. These systems are becoming increasingly unreliable
and are expensive to operate and maintain, costing an estimated $250 million to op-
erate in 1999. While spending on existing legacy systems will be held to minimum
levels, there are operational and maintenance requirements of these systems that
must be met to provide ongoing customer service. It is just not possible to finance
the new CCE solely with funds diverted from the legacy systems. Additional invest-
ments will be needed in the current and upcoming years to reach the goal of bring-
ing the CCE into full operational status during 2002. Failure to develop a modern
IT infrastructure poses high risks for the continued ability of USDA to meet its
basic customer service responsibilities. Thus, consistent with the Service Center
Modernization Plan, this 2001 budget includes $75 million for IT investments under
the Office of the Chief Information Officer that will help achieve a fully operational
common computing environment during 2002. Additional funds from the Service
Center agencies’ 2001 budgets will support the reengineering of business processes,
additional equipment for the common computing environment, data acquisition to
support geographic information systems, and training needed to maximize the bene-
fits of this technology.

USDA’s Office of the Chief Financial Officer (OCFO) provides overall direction
and leadership in the development of modern financial systems in the Department.
The budget includes an increase of $1.5 million for a variety of strategies needed
to strengthen the Department’s financial credibility and accountability. These efforts
include expanding departmental use of a new, integrated financial management sys-
tem (the Foundation Financial Information System) and ensuring that all USDA
agencies, including OCFO, develop and retain a level of expertise to ensure the ef-
fective and efficient use of financial management information. This funding will be
used to effectively implement legislative mandates such as the Government Per-
formance and Results Act, debt collection and cost accounting that are aimed at pro-
moting sound business practices and making valid and reliable data and financial
expertise available to support decision-making processes, and to help USDA achieve
a clean audit report on its financial statements.

The budget also reflects a number of increases to strengthen departmentwide
management oversight and leadership in support of USDA programs. An increase
of $800,000 is proposed to support the Department’s Biobased Products and Bio-
energy Coordination Council. Funds will be used to develop standards for and a list
of biobased products as part of departmental and governmentwide initiatives to fur-
ther the use of environmentally preferable products.
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The Department’s Office of Communications (OC) plays a critical role in dissemi-
nating information about USDA’s programs to the public. The budget includes in-
creases of $0.9 million to enable OC to utilize new technology to reach audiences
in a more timely and effective manner, and to lead departmentwide communications
efforts to reach underserved populations.

Legal oversight, counsel, and support for the Department’s programs is provided
by the Office of the General Counsel (OGC). The budget provides an additional $3.7
million to strengthen OGC’s ability to provide timely response to increasing requests
for legal assistance from the program agencies, especially in the areas of civil rights,
natural resources, food safety, concentration, and general law. Funds are also in-
cluded to provide IT improvements to further enhance the efficiency of the office.

The National Appeals Division is responsible for all administrative appeals of ad-
verse decisions issued by certain agencies within the Department and conducts ad-
ministrative hearings in a fair and impartial manner. The 2001 budget includes an
increase of almost $900,000 to maintain current activities while providing training
to its employees that will enhance their required knowledge and skills regarding ad-
judication procedures and USDA regulations and policies.

The Chief Economist advises the Secretary on policies and programs related to
U.S. agriculture and rural areas, provides objective analysis on the impacts of policy
options on the agricultural and rural economy, and participates in planning and de-
veloping programs to improve the Department’s forecasts, projections, and policy
analysis capabilities, including the collection and dissemination of weather data to
the agricultural community. The budget includes an increase of $400,000 to con-
tinue the modernization of USDA’s weather and economic data systems, including
the installation of a second automated weather station to better cover prime agricul-
tural areas and Internet-based dissemination of economic and weather data. An in-
crease of $1 million is requested to provide analysis and evaluation needed to sup-
port the Department’s and governmentwide efforts to use more biomass energy and
biobased industrial feedstocks and products. This proposal includes $700,000 to ad-
dress increasing concern about the effects of agricultural operations on the environ-
nﬁent and food safety by enhancing USDA’s ability to assess these risks and reduce
them.

The budget also includes funding to continue ongoing implementation of the
USDA Washington Area Strategic Space Plan, which seeks to reduce facilities’ costs
by moving headquarters employees into efficient and safe government-owned work-
space. In 2001, the Department is requesting an increase of $46 million for:

—required increases in rental payments to GSA,

—renovation of the nearly 70-year old South Building to address serious fire and

health hazards and electrical malfunctions;

—maintaining and operating our buildings; and

—addressing the increasing threats of terrorism and intrusion to USDA’s employ-

ees and systems.

The Hazardous Materials Management Program provides for Departmental com-
pliance with legislation requiring the cleanup of sites and facilities contaminated by
hazardous wastes and the responsible management of hazardous materials. An in-
crease of $14.4 million is requested to accelerate investigative and cleanup activities
in order to protect public health and stay on track to meet the goal of cleaning up
all sites under our jurisdiction by 2045. Along with protecting public health and the
environment, funding will reduce the likelihood of costly enforcement actions and
lawsuits against the Department. It also will contribute to a proactive effort to seek
out and reach agreements with outside parties responsible for contamination of sites
under USDA’s jurisdiction. Getting these groups to pay their fair share of cleanup
efforts contributes significantly to ensuring activities in this area are completed as
quickly and comprehensively as possible.

OFFICE OF INSPECTOR GENERAL

The Office of Inspector General (OIG) conducts and supervises audits and inves-
tigations relating to programs and operations of the Department, and as such, is the
principal law enforcement provider in the Department; reviews and makes rec-
ommendations on existing and proposed legislation and regulations; and rec-
ommends policies and activities to promote economy and efficiency and to prevent
and detect fraud and mismanagement in USDA operations. The request provides an
increase of $5.1 million to conduct additional audits aimed at ensuring the safety
of agricultural products and protecting the integrity of USDA’s information systems.
The proposal will also support the acquisition of specialized law enforcement equip-
ment to enhance the safety and security of OIG law enforcement activities, and in-
crease criminal investigations in USDA public integrity vulnerabilities.
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That concludes my statement. I am looking forward to working closely with the
Committee on the 2001 budget so that we can better serve those people who are
in need of USDA programs and services.

Senator COCHRAN. I apologize for our obligation to have to leave
to vote. We will recess quickly and resume our questions.

Secretary GLICKMAN. Okay.

Senator COCHRAN. Thank you very much.

Secretary GLICKMAN. Thank you.

Senator COCHRAN. The subcommittee will come to order.

SAFETY NET PROGRAM

Mr. Secretary, thank you for your patience. I understand the
budget proposal includes, for this next fiscal year, $5.8 billion out
of this $11 billion safety net program that you mentioned, and that
a major component includes a payment limit income assistance pro-
gram.

You said that even with the proposed payment limit, only 2 per-
cent of current recipients under the AMTA payment scheme will be
ineligible. And further, it is my understanding that an individual
that receives less than the $30,000 payment limitation would have
his supplemental payment reduced by the amount of his AMTA
payment.

The ad hoc emergency disaster assistance provided by the Con-
gress in the last 2 years has been offset from within the spending
caps established by the balance budget agreement. Is this new $11
billion proposal submitted by the Administration offset, or is it
being taken from the budget surplus?

Secretary GLICKMAN. Well, I would ask Mr. Dewhurst to respond.
It is not in the category of emergency spending. That, I can tell
you. So, it is part of the basic budget of the government, and I sup-
pose one could say it is paid for in the context of the President’s
balanced budget proposal, but Mr. Dewhurst may have a little
more specific answer to that.

Mr. DEWHURST. Well, the Secretary is correct. The President’s
budget has a section on mandatory proposals. It has increases, it
has decreases, and it has a balance at the end. Our increases are
in that table.

None of the offsets were in the Department of Agriculture. They
are in other places in government, but essentially we are within a
proposal that is a balanced proposal.

INELIGIBILITY OF CURRENT AMTA RECIPIENTS

Senator COCHRAN. Another concern I have is that your sugges-
tion that only 2 percent of current AMTA recipients would be ineli-
gible under this new program. I think just the opposite is going to
be true in my State. I think only 2 percent of the producers are
going to be eligible, and 98 percent are going to be ineligible. I hope
you will take another look at that.

Secretary GLICKMAN. I wonder if, perhaps, Mr. Collins can re-
spond—I have not done a State-by-State analysis, but he can tell
you a little bit more than what I have mentioned.

Mr. CoLLINS. I have not done a State-by-State analysis either,
but I could get you that data. I can only say that based on the 1998
data that we report to the IRS for purposes of issuing Form 1099’s
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for tax purposes, only 2 percent of the total number of recipients
of payments receiving 1099’s had more than $30,000 and depend-
ents in 1998.

That is the basis on which we say that 2 percent would, right out
of the box, be excluded nationally. It may be that a dispropor-
tionate share of those are in your State, but I could certainly check
that.

Senator COCHRAN. Or even in the region. It seems to me that
there is a likelihood that you are going to have the payment
skewed toward the upper Midwest.

Not to be critical of that, Senator Kohl.

But I really think you are going to find, if you look at this care-
fully, it is going to discriminate possibly against the Southern Re-
gion, the Southern producers. I am suggesting that s a possibility.
It is a concern of mine. Have you done a regional analysis of this?

Mr. CoLLINS. I think that is true, that it will disproportionately
affect some crops, such as cotton and rice. There tend to be higher
payments associated with those crops because they are high value
crops.

Senator COCHRAN. Right. It costs more to produce the crops.

Mr. CoLLINS. Correct.

Senator COCHRAN. Okay. Well, I am hopeful, before we rush to
embrace the Administration’s proposal, we will look at some of the
details carefully. And I am confident that is what the legislative
committee will do.

Frankly, it will not be up to this committee to change the law
as you are suggesting to get to the point where appropriated dol-
lars would have to be made available to support this program.

NEW CROPS ELIGIBLE FOR SUBSIDIES

Do you expect there would be an expansion of farm program sub-
sidies to new crops as well?

Secretary GLICKMAN. Our proposal helps new crops, in two ways.
One is that conservation payments would be available to all farm-
ers, everywhere in the country.

So, the direct conservation payments to the farmers, whether in
Mississippi or anywhere else, would be on top of AMTA. In addi-
tion, they would be available to every producer of every type of
crop. We still have to come up with legislative language for this,
but it will be a profound enhancement of the current farm pro-
gram.

In addition, as I mentioned before, our crop insurance programs
are going to be modified to ensure more participation by producers
of non-program crops. We are also developing of new insurance pro-
grams to cover additional crops and to get rid of the area-wide trig-
ger that has limited assistance under the non-insured assistance
program.

NEW DELTA INITIATIVE

Senator COCHRAN. One other concern that I raised in my opening
statement is this new delta initiative. I am suspicious that this is
not going to do nearly as much as the President is advertising that
it will do. Can you tell us out of this $153 million proposal to create
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a new delta regional authority, how this money is actually going
to be spent?

Secretary GLICKMAN. I would ask Mr. Dewhurst to, perhaps, re-
spond to that question.

Mr. DEWHURST. The honest answer to your question is: I do not
know. It is presented as proposed legislation in the President’s
budget to be administered by an agency outside the Department of
Agriculture, and I am just not versed in what that proposal is.

Senator COCHRAN. I had an opportunity to make comments about
the user fees. I am convinced that this is just not going to be en-
acted by the legislative committee, and so the expectation that we
are going to impose what would amount to be new taxes, over a
half billion dollars in new taxes on producers, processors and han-
dlers of agriculture and food products, is just not going to happen.
I do not think Congress is going to go along with that.

On the subject of the census, I understand that you have granted
a waiver——

Secretary GLICKMAN. That is right.

Senator COCHRAN [continuing]. So that food stamps recipients
can be employed in the taking of the census, and I commend you
for getting that done. HUD has also made a similar kind of waiver.
Thank you.

It seems to me that if we have people involved in taking the cen-
sus, even if they are beneficiaries of food programs, they are going
to be from the community, and they are going to be familiar with
where people live and who people are, and we will have a more ac-
curate census.

And people who are being questioned by the census takers are
going to be more likely to respond to someone they know, rather
than somebody who is hired out of Washington to come down there
and try to check up on everybody, and where everybody is, and get
all the answers to these census data forms.

I remember being chairman of that subcommittee one time. We
had hearings around the country, New York City and rural areas
of the country, and how we could actually ensure that a more accu-
rate census is being taken.

That was one of the suggestions that we kept hearing, “Get local
people who are well known in the communities you are trying to
examine and review, and that is how you will end up building con-
fidence.” And so, I think this is a very important step, and thank
you.

I have other questions, and I am going to defer to my friends on
the committee to ask questions, and then I will return to continue
my questioning.

Senator Kohl.

Senator KOHL. Thank you, Mr. Chairman.

Secretary Glickman, your safety net plan will provide more than
$6 billion to support crops on top of AMTA payments and loan defi-
ciency payments they already receive.

DAIRY ASSISTANCE

I do not begrudge crop producers a meaningful safety net. I en-
courage that. But I am dumbfounded that this Administration has
not proposed something more meaningful for dairy, particularly in
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light of the disaster of the low milk prices that your agency is pre-
dicting this year. Still, the Federal Government has a record of
what I consider to be destructive dairy policies.

So, Mr. Secretary, what am I supposed to tell dairy farmers in
Wisconsin, or for that matter, across the country, to explain this
policy? Can I tell them that volatility in dairy is not as devastating
as it is for other commodities; or perhaps should I tell them that
when the pie was cut up, their income simply was not as important
to this Administration as income for farmers of other commodities?
Mr. Secretary?

Secretary GLICKMAN. I am fully cognizant of the price and vola-
tility issues, but let me just talk about a couple of things.

Number one, we have proposed extending price supports for 2
years. That is a cost of $300 million, and if that is not done, prices
could fall to levels way below where they currently are.

I also think it is important, in this context, to note what we have
already done. And a lot of what we have done is because of what
Congress has put in emergency bills. We raised class one differen-
tials in the upper Midwest.

When did we do that?

Mr. COLLINS. January 1st.

Secretary GLICKMAN. January the 1st. We ran a $200 million
economic assistance program last year. We will run a $125 million
program for dairy farmers again this year. We will scale up the
dairy options pilot program. We will run the DEIP—dairy export
incentive program—at its maximum.

Most dairy farmers will benefit from crop programs. Most, if not
virtually all dairy farmers produce row crops, and will benefit from
that as well. And the conservation proposals and the EQIP pro-
gram will have a significant impact on dairy producers.

Now, is that enough? It probably is not enough, and we are going
to have to work with you on seeing if there are other things that
we can do. And the fact is, as you know, I did try last year to make
changes in the milk marketing order system. For a lot of different
reasons, it was not successful.

But I do want you to know that we are trying to deal with this
in a multi-disciplinary approach, from the conservation approach,
from the risk management approach, from the export approach, as
well as for direct payments. We just have to work with you to kind
of continue going down this road.

Senator KOHL. So you are prepared to consider some alterations?

Secretary GLICKMAN. Well, our proposals were the initial pro-
posals based upon our budget. But, you know, I am a student of
the legislative process. We are going to have to work with you, and
I fully recognize there are going to be some changes in these pro-
posals. If history is any guide, there will be.

We presented an intellectual framework for what the emergency
package ought to look like. But do I expect that Congress, working
with us, will make some changes? Of course.

REGIONAL DAIRY COMPACTS

Senator KOHL. Mr. Secretary, in addition to low milk prices, I am
very concerned about the impacts, as you know, of regional dairy
compacts. On dairy farmers in the middle west, particularly, of
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course, Wisconsin. As you know the concerns of the upper Midwest
dairy farmers are based on the distortion that such compacts create
and the inevitable increase in milk production that will result from
these compacts. Ultimately these policies will reduce prices for all
farmers outside the pricing cartel.

Studies of the impact of the Northeast Dairy Compact, some of
which are actually commissioned by the Compact Commission
itself, show: One, that consumers are paying higher milk prices in
that area; two, that not all nutrition programs are being reim-
bursed for their increased cost under the program; three, that
when effective, the compact prices encouraged excess production of
manufactured dairy products; and four, that the compact does not
prevent the loss of family farms in the Northeast.

Earlier this week, Mr. Collins reviewed, for the Agriculture Com-
mittee, some of the economic studies at the University of Wis-
consin, Vermont, Missouri, and Massachusetts, the impact of the
Northeast Dairy Compact.

And, Mr. Collins, would you like to review those studies and con-
clusions to this committee? Will you just spend a minute or two or
three telling us what the major——

Mr. CoLLINS. I would just probably repeat what you just said,
Mr. Kohl. The studies generally show that when the over-order
price under the compact exceeds what would have been the price
under federal orders, consumers in New England have paid a high-
er price than they otherwise would have paid.

The University of Vermont study shows that in the first 12
months after the compact was in effect, milk production increased
1 percent or 45 million pounds in the compact area, due to the com-
pact itself. So, there was an increase in milk production.

The third point you made was the issue related to assistance pro-
vided to food and nutrition programs. The compact commission has
provided compensation for the WIC program, and has started doing
it for the school lunch program. The food stamp program recipients,
of course, will pay higher milk prices without being compensated.

There have been some studies to show that the compensation has
not been perfect. That is, in Massachusetts, WIC recipients have
received compensation to offset their higher milk costs, but this is
not true in the State of Connecticut, for example.

Senator KOHL. Mr. Secretary, any justification for setting up a
price fixing cartel arrangement? Any justification, whatsoever, Mr.
Secretary? Is there any justification for it, Mr. Secretary, in the
United States of America?

Secretary GLICKMAN. Nobody wants to set up a price fixing cartel
that is violating anti-trust laws or anything else.

But let me comment on this. As you know, we proposed milk
marketing order reform, under the Congressional statute. When
that reform became effective, the Northeast Dairy Compact would
end. That may have been one of the reasons why we could not get
milk market order reform because there were a lot of folks who did
not want the Compact to end.

We have not taken a formal Administration position on compacts.
However, I had stated publicly that compacts do raise some of the
concerns that Mr. Collins has talked about.
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If you were going to go down that road, you would have to pro-
tect against other parts of the country being affected by excessive
milk supply, because that could affect dairy farmers by getting
lower prices in those areas. It could have an effect on our programs
for the poor.

Also, I have said that if you were going to have compacts, you
would need to give authority to the Secretary to revoke the com-
pact if, in fact, these terrible things happened.

Now, I have not addressed absolutely whether we would approve
the compact or not approve it, because I do not know whether you
could work out any language that could deal with some of the prob-
lems that you and Mr. Collins have raised. I do not know if that
is possible yet.

REGIONAL DAIRY COMPACTS

Senator KOHL. Price fixing arrangements, whether they are in
the milk industry or any other industry, whether it is in commod-
ities or manufactured products, price fixing arrangements that pre-
vent producers or manufacturers from selling their products in all
50 States, the basis of the American economy, price fixing arrange-
ments.

Any way that you can support them, whether it is milk or any
other commodity or any other manufactured product—can you sup-
port that? I asked you another question.

In terms of the larger issue that I am raising, and in terms of
your legacy, our legacy, the American economy, what makes it
great, are you not willing to stand up and say, “I do not know if
I will win and I do not know if I will lose, but I will fight them
to my last breath because price fixing cartels are not consistent
with the way the American economy has worked”?

Secretary GLICKMAN. Senator Kohl, I hope that I showed last
year that I was willing to weigh in. I am not afraid of the political
fallout of taking a position which, apparently, a majority of the
Congress did not agree with me on.

The fact is, even under a compact, you can move milk around in
interstate commerce. A compact will affect the volume of milk that
is moved, and perhaps the price as well. It also may affect lower
income citizens.

As a general proposition, all products should flow in interstate
commerce as freely as possible. I agree with that.

Senator KOHL. And they do.

Secretary GLICKMAN. But I am just saying that I think it would
have been better if we would have adopted the milk marketing
order reform that we had proposed, so that we would not have to
continue to deal with this issue.

There are problems with compacts. I have said that before. I
think that if Congress were to decide to go ahead with compacts,
they would have to address our concerns. I have said that before.
Those concerns relate to effects on other parts of the country. They
relate to pricing in other parts of the country. They relate to how
the poor would be dealt with.

Senator KOHL. Is there some idea as to how we are going to deal
with apparent effort on the part of other regions to set up their
compacts? That is the way these things work. And it is going to
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work. It is expected to work. I have heard from members of this
committee that compacts are going to be proposed for other regions
this year. Are you all prepared to take a position?

Secretary GLICKMAN. We will, I am sure, take a position when
the legislation is at a ripe point where we think we need to do that.
I am willing to work with you and the other members on our con-
cerns. Obviously we have serious concerns about it. I have raised
that. Mr. Collins has raised it.

But I am not willing, at this stage, to give you a formal position,
because I do not have a piece of specific legislation to deal with
right now.

Senator KOHL. Mr. Collins, do you have a comment on that?

Mr. CoLLINS. No, sir.

Senator KOHL. Really? I mean this whole thing is—what is the
logic in the year 2000 of paying farmers, the further away they get
from Wisconsin, more for their product?

Secretary GLICKMAN. I do not disagree with you on that point.

Senator KOHL. What is going on here? Is there no justice? Is it
just “might makes right”? Is that all it is about? I've worked here
for 12 years and I have learned, and I wish I had not learned, that
that is all we are talking about here—“might makes right.” If you
got the votes and you have a Federal court decision in your favor,
you can do anything.

Is that the way it works? Why has not the Administration, even
though maybe this is a small issue, I recognize that, but why is not
the Administration taking a stronger position on this? There is no
log}ilc to defend the present milk pricing system, just “might makes
right.”

Secretary GLICKMAN. Well, Senator, I would have to say this:
There are an many of parts of agriculture that are hurting very
much right now, and people are looking for alternative ways to ad-
dress the problems, the low prices, that producers are getting ev-
erywhere.

Now, we do know that in this particular area, you have a situa-
tion of regional conflicts, which you do not tend to have in other
areas of agriculture. Cotton pricing tends not to be parochially re-
gional, whereas dairy does get to be regional.

But I think that the reason why this issue has been so difficult
to resolve is because those in Congress from farm States are look-
ing for ways to help their producers any way they can. You know,
we have to ultimately take a position based upon what we think
is the right thing to do, and we will. But at this stage, I think it
is premature for us to tell you absolutely one way or the other
which way we would go.

REGIONAL DAIRY COMPACTS

Senator KoHL. Well, you know, ultimately I am hoping that we
can work constructively again this year on this issue, both in terms
of the pricing policy and the compacts, because I do not hear any
defense for them except that that is just the way it is. And I appre-
ciate that, and I know you did not create it, and it is not easy to
change it, but it is certainly worth the effort.

There is no justification. I defy Senator Cochran or anybody else
to tell me why the further away you get from Wisconsin, the more
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you should get for your milk, while we are the State with the most
milk producers in the nation. Dairy is Wisconsin’s leading industry,
and we are not asking for any advantages, we just do not want to
have any disadvantages. It does not make any sense.

Senator COCHRAN. You pay your quarterback from Mississippi a
lot more than you pay any other quarterback.

Senator KOHL. Right.

Senator COCHRAN. For Green Bay.

Senator KOHL. Right.

FOOD STAMP PROGRAM

Anyway, just another question: Mr. Secretary, this subcommittee
provides more spending for nutrition than any other USDA pro-
grams. However, over the past few years we have seen dramatic
declines in spending for the food stamp program.

In fact, we now learn that over $1 billion of food stamp funds are
estimated to lapse at the end of this fiscal year, and despite the
economy and the decline in food stamps spending, we continue to
hear reports of increased demand at food banks and in soup kitch-
ens.

According to USDA, over 14 million children do not have food to
meet their basic needs and they are going hungry. In Wisconsin,
one paper, the Green Bay News Chronicle, has reported extensively
on the growing hunger problem in that region. What has USDA
been doing, and what have you learned about this phenomena,
what actions can the subcommittee take to start turning these
numbers around, especially the disturbing trend of growing child
hunger?

Secretary GLICKMAN. Well, one thing we have done is we have
asked for full funding for the food stamp program in our budget.
We also want to take into account a large number of people that
we think ought to be participating in the program that are not.

This is a very serious problem. The rate of reduction in participa-
tion in the food stamp program, is much greater than the rate of
reduction in our poverty rates. We have an awful lot of people we
believe are not on the food stamp program that are eligible. There
may be many reasons why.

One reason may be confusion about the welfare reform law an its
impact on other laws, the TANF law, AFDC, and Medicaid. People
are no longer eligible in certain circumstances for the State run
programs, but food stamps is still an entitlement program with fed-
erally set eligibility criteria, and a lot of people, I think, thought
if they were off one program they were ineligible for food stamps,
which is often not the case.

So, we have an obligation to do a much more intensive outreach
and education effort, both in English as well as Spanish and other
foreign languages, if necessary, to let people know what they are
eligible for. We are encouraging the States to do the same thing,
because they basically run the programs as well.

But this is a phenomenon that is out there. The fact is that the
differential between the haves and the have nots in many parts of
this country is growing.

The Food Stamp program is one that most people are on for a
very short period of time. It is our largest food assistance program,
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and over half of the recipients are children. It is a program where
the rules have been changed through legislation to encourage peo-
ple to go to work. Outreach and education are needed, however to
ensure that low income working families know that they remain el-
igible for food stamps.

We also are proposing some legislative changes. The President
has proposed making some legal aliens, some people who were cut
off before, eligible. We have also proposed to ease the rules on auto-
mobile ownership, because it has been the same for almost 20, 25
years. We want to encourage more people to own a car. So, if you
have a car, you can at least go to work, and car ownership has
been disqualifying people from being on food stamps for some time.

This is a very serious problem. We are working with the activists
and the hunger groups and the non-profit community, the church
communities, to try to deal with this issue. But the law does allow
people with eligibility to participate in the program, and there are
an awful lot of people who are not doing it.

CONSERVATION PROGRAMS

Senator KOHL. Okay. One last question. I am a strong supporter
of USDA conservation programs and all conservation activities in
general. In fact, I am very proud that Wisconsin takes credit as the
birthplace of today’s conservation movement. In current law, and in
the farm safety net initiative you propose, many of the major con-
servation programs are funded directly out of the Commodity Cred-
it Corporation.

The 1996 farm bill set in place limited funds made available
through Section 11 of the CCC charter act, which has had the re-
sult of making it difficult for USDA to carry out these important
programs.

Last year, I, along with Senator Cochran, provided you some re-
lief in order to make funds available in fiscal year 1999 and 2000,
to carry out programs like the Wetlands Reserve Program and the
Conservation Reserve Program, notwithstanding the so called Sec-
tion 11 cap.

SECTION 11 CAP

What action do you plan to take in working with the authorizing
committees to change the Section 11 cap problem and what will be
the effect in carrying conservation programs in fiscal year 2000 if
no action is taken?

Secretary GLICKMAN. I would ask Deputy Secretary to respond.

Mr. ROMINGER. It is true, Senator, that we are looking at a short-
fall in funds for technical assistance because of the Section 11 cap,
and so we are going to be asking the committee for a supplemental
to be able to cover that. If we do not get the supplemental, there
will be farmers out there who do not get the assistance in devel-
oping their plans so they can participate in the programs.

Senator KOHL. Do you have any other

Mr. DEWHURST. No, I do not. But to be precisely correct, the Ad-
ministration is going to be asking, in the safety net proposal, the
authorizing committees to lift the cap, as appropriate, to provide
the necessary technical assistance.
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If Congress were to take all the actions the Administration rec-
ommended to create the Conservation Security Program and ex-
pand the other mandatory conservation programs, without expand-
ing the cap, it would produce on the order of a $100 million short-
age in technical assistance funds to support these programs. So, in-
creasing the cap is a very important part of the conservation initia-
tive of the Administration. Thank you.

Senator KOHL. No questions.

Senator COCHRAN. Thank you, Senator. Senator Burns.

Senator BURNS. Thank you, Mr. Chairman, and thank you, Mr.
Secretary, for coming up today. I am not going to take long. No
good deed shall go unpunished, right?

Senator COCHRAN. That is right.

Senator BURNS. We can look at the overall budget and there are
some things we are just tickled to death with, and other areas we
do not like so much, which means that if we had one foot in the
hot oven and one foot in a bucket of ice water, we ought to feel
pretty good. But we do not.

EXPORT ENHANCEMENT PROGRAM

The area of EEP, I would like to see some kind of reform made
there, so that we can use that tool effectively, and the right people
get the help in their exports. And I know you have done a lot of
work in that line, and I would like to work with you on reform of
EEP and the initial thrust.

I was quite disappointed in the Department of Agriculture when
Frito Lay made its announcement that it was not going to use any
of the enhanced products, genetically enhanced products. And I did
not hear anything from the USDA, not one word. And yet, my good
friend from Missouri has done a lot of work as far as building a
scientific case why this should be.

LAND ACQUISITION

And I also want to take note of another area of which Senator
Stevens brought up, is land acquisition. It is the United States De-
partment of Agriculture. It is not the United States Department of
Acquisition. And because the government has got too damn much
land now.

They cannot even manage what they have got, and so I would
take a good strong look at that and even though it may come all
fuzzy and warm and green and all that. It is really hurting some
of our communities on this land acquisition, because we are just
very, very concerned about that.

And in our area, are we making the best use of rural utilities—
and I appreciate your help on the RUS and those areas. That is
very good. But those are areas that we will be looking at. Our re-
search, we are still losing plant breeders—we are still losing people
in facilities where we do our research and development. As the pop-
ulation grows, demand for food is going to be there, and this other
stuff that we do.
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CIVIL RIGHTS

And then the last area is in the area of civil rights. Let us get
that taken care of. Let us just not give it lip service, because we
have got several cases pending in Montana that we really need to
do something about that, Mr. Secretary, and we get the feeling that
that is being put on the back burner.

I know some of our Native Americans in Montana that have real-
ly had a case, and that should be dealt with. And I want to make
sure those are the areas in which we will work with the Chairman
and work our way through. But those are areas that I have quite
a lot of concerns with and we will work with the Chairman and try
to allocate the funds where we think they will be best used. But
I would just ask you, and I would not mind coming down and sit-
ting down and talking to you about the civil rights thing, because
I think there is a way to handle that.

Secretary GLICKMAN. This is not being put on the back burner,
I can assure you. It is a civil rights responsibility of the Depart-
ment. Of course, I have been to your office once. We have talked
about these cases.

Senator BURNS. Yes.

Secretary GLICKMAN. I know that they have been very trouble-
some, both for us as well as for you.

Senator BURNS. Yes.

Secretary GLICKMAN. As well as for the applicants, and maybe it
is not a bad idea to come down to talk specifically about them
again.

Senator BURNS. I would like to do that, and I would like to work
with you in that area. And again, I would tell you, there has never
been a time like this, I know why the concerns of Senator Kohl.

Our concerns in agriculture, Mr. Secretary, there is not anything
wrong on the farm except in the price when we compare it to the
grocery store, one way or the other. And I would tell you, can we
justify a cartel? You can if we use our leverage in the market, agri-
culture today, as soon as that drill or that planter hits the ground.
We use our leverage in the market as soon as we turn the bull with
the cows. And some way or the other, you have got to be an advo-
cate for the producer. You have got to be.

FRITO LAY

And just like in this Frito Lay thing, you should have picked that
up right now and ran with it and defended the producers.

Secretary GLICKMAN. Can I just comment on that point?

Senator BURNS. Yes.

Secretary GLICKMAN. Okay. Look, I suppose I could have called
the president of Frito Lay and asked why are you doing this.

Senator BURNS. I tried to.

Secretary GLICKMAN. Okay.

Okay. But let me talk about what we have to do in this context.
You know, as much as I think that the decision of Frito Lay may
not have been the decision I would have made if I had been the
head of this company, because I do not like to see farmers out there
confused as to what they can plant and what they can sell, the fact
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of the matter is that they are responding to consumer pressures.
Right or wrong, they are responding to them.

So, what do we have to do at USDA? The most important thing
we can do is to give people the confidence, consumers the con-
fidence that these products are safe. I cannot tell Frito Lay to do
anything. The president of Frito Lay would laugh in my face if the
government tried to tell him what to do.

But what we have done on the GMO issue is the following: Num-
ber one is that I appointed this 36, 37 member biotech advisory
committee composed of people who can help us deal with a lot of
the tough regulatory issues. I have had the National Academy of
Science peer-review our approval process in order to make sure
that the public has confidence. Most of this is in the FDA’s jurisdic-
tion any way in terms of food products. Frito Lay produces food
products so I cannot tell them exactly what to do.

If people have confidence their food is safe, if they think it is on
the level, they will buy it, and a lot of the hysteria will go away,
and that is the most important thing.

Senator BURNS. Well, I would agree to allow that, but I noticed
also in your food safety, in here we have got a little bit of a cutback
and I think the Chairman noticed that. And I will point that out—
we will talk about that later on. And I got another appointment.

Senator COCHRAN. All right.

Senator BURNS. I thank the Chairman for his courtesy, and I
thank you for coming.

Senator COCHRAN. Senator Feinstein.

STATEMENT OF SENATOR DIANNE FEINSTEIN

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

Mr. Secretary, I know you have had a hard time personally with
loss of members of your family, and I want to extend my condo-
lences. And I do not want to give you a bad time, but I have to
give you a bad time.

Seclretary GLICKMAN. I can separate the personal from the profes-
sional.

Senator FEINSTEIN. This is not a good budget for California, and
I am going to try to take a little bit of time, with the Chair’s indul-
gence, to tell you why. The budget does provide enough dollars
with respect to pest exclusion.

INVASIVE SPECIES

In the last 6 months alone, California has had six quarantines.
Let me tick them off to you; Oriental fruit fly eradication quar-
antine, a 9 square mile area, Burbank; September 2nd, pink hibis-
cus mealy bug, Imperial County; September 3rd, oriental fruit fly
eradication, 9 square miles, City of Westchester; September 17th,
fruit fly eradication, 11 square mile area, City of Pico Rivera; No-
vember 19th, Mexican fruit fly quarantine in 72 square mile area
of Fallbrook, California. And I want to talk about that in a mo-
ment—dJanuary 13th, 2000, melon fruit fly quarantine in a 75 mile
area of Los Angeles County.

In addition, California’s $1 billion nursery industry is threatened
by red imported fire ants. And the $2.8 billion grape industry faces
a complete destruction due to an infestation of the glassy wind
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sharp shooter for which there is no treatment. I really want you
to hear this.

Secretary GLICKMAN. Yes. Okay.

Senator FEINSTEIN. Let me talk for a moment about staffing on
the border.

Secretary GLICKMAN. Yes.

USDA UNDERSTAFFED INSPECTORS

Senator FEINSTEIN. California’s land, air and seaports are under-
staffed. That is clearly reflected in the rates of infections that are
occurring at these ports of entry. In 1998, more than 60,000 foreign
aircraft landed at California’s six major international airports.
Fewer than half were inspected by USDA officials.

Of the nearly 10,000 foreign vessels that arrived at California
ports, fewer than 3,000, less than a third, were inspected. Most as-
tonishing, of the more than 29 million vehicles entering California
from Mexico, fewer than 90,000 were inspected.

In San Diego, the USDA has only 49 agents and support per-
sonnel to monitor three land ports, two airports and a harbor.

Another problem is that the ports of entry are not always staffed
during hours of operation. At Otay Mesa, for example, the USDA
operates from 8:30 a.m. to 6:00 p.m., even though the ports are
open a lot longer.

Sorry, you are going to have to wait for a minute while I find
the right page here.

Inspection hours are limited and shippers are known to slam the
border before the end of a shift to avoid rigorous inspection. Vir-
tually non-existent penalties for violators do not deter the smug-
gling of illegal produce.

I happened to be sitting next to the United States Attorney in
San Diego about a week ago, and I said, how many cases have you
prosecuted in the last year or so for illegal smuggling of produce?
Guess what the number is? Zero. Guess what? USDA has not sent
a single case to the U.S. Attorney for prosecution, and we now have
almost a dozen quarantines. The penalty for criminal violation of
the smuggling laws is a $5,000 fine.

For an illegal shipper, this is simply a minor cost of doing busi-
ness, not an effective deterrent. I urge you to use your authority
to remedy this situation.

Now, let me talk for a moment about this latest Fallbrook quar-
antine. The Fallbrook quarantine, if I can find the right notes
again, as I said is 72 square miles. It involves 1,470 growers and
20 specialty crops.

Now, where is the rub? These farmers were encouraged by your
department to grow these specialty crops. They thought to reduce
the risk of exotic pest introduction no pre-or post-harvest treatment
was provided for any of these crops by USDA.

As a result of two fruit flies, 150 growers, among the 1,452 af-
fected, are going to lose their entire harvest, virtually everything,
almost $3 million worth. And because they are small, they face the
real plrlobability they are going to lose their land and/or their homes
as well.

I have met with your staff. I urge that some assistance be pro-
vided. I outlined the sections of the code which would enable this
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to be treated as an emergency. That the fact that it was extraor-
dinary because USDA had encouraged the growing of these spe-
cialty crops, and I got nowhere. Zip, zero, nothing.

SUPPLEMENTAL APPROPRIATION

Now, Mr. Chairman, I would hope that in the supplemental ap-
propriation, we could add something, because out of the 1,400, we
estimate that there are 150 people that are going to lose everything
because their whole crop is on the ground. They cannot touch it.
They cannot put it in a lunch bag to go to school. They cannot sell
any portion of it, and so they are effectively dead for this entire
crop season. So, this is a huge problem.

I have met with a number of your inspectors. They all tell me
that staffing is inadequate on the Mexican border, and I have given
you a list of the quarantines that is resulting from inadequate in-
spection. And I think we are going to have a huge problem, and
you can very well see the wipe out of California as an agricultural
community unless we do something about it.

Now, the quarantine in Fallbrook in San Diego County has re-
sulted in six countries not accepting the produce from the entire
San Diego County and Riverside County as well. That is the
present situation today.

C&H SUGAR REFINERY

Now, let me go on because the distinguished senator and col-
league on my left is present, and I think he has an issue as well.
And that is the issue of the sugar program. As you know, I first
met with you in 1994 about the largest cane refinery in the United
States, C&H Sugar. I have written you 13 letters. The refinery is
93 years old.

When I first met with you, it had over 1,000 employees. It is now
down to 500, and once again about to close its doors. It is also the
only source of employment, major employment, in Crockett. It re-
fines about 15 percent of the total cane consumed in the United
States. It requires an excess of 700,000 tons of raw cane sugar to
meet its demand.

Hawaii is C&H’s sole source for its domestic raw cane sugar
needs. But the cane industry has been in decline for over 10 years.
So, C&H has been forced to cover over half its annual consumption
through imports, and the quota prevents it from importing enough
sugar. Higher restrictive import systems force C&H to pay an in-
flated price for raw sugar from both domestic and foreign suppliers.

Even more devastating, the quota limits the amount of sugar
available to the refinery. That is why they are down to 500 work-
ers. Simply put, it cannot buy sugar to refine, and it has been
forced to close its doors.

In a letter to me, the CEO reports C&H was forced to close No-
vember 8th to November 15th because it ran out of raw sugar. The
closing is extremely costly. Other competitor refineries, Savannah
and Domino, have had similar experiences. The government im-
posed shortage is forcing up the market price for raw sugar to lev-
els that are bankrupting refiners.
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The recent production capacity has resulted in a severe
downsizing of the work force. As recently as 1987, C&H employed
over 1,400 people. They are now down to just over 500 people.

Recently, as a short term solution, the USDA allowed C&H to
import an additional 100,000 tons and expanded the re-export pe-
riod from 90 days to 5 years. I was shocked to learn on December
29th of this past year that your department reversed its position
and reduced the re-export period to 180 days. C&H may now be
forced to forfeit the bond posted for the sugar at a cost of more
than $20 million.

Frankly, according to C&H, the department’s actions have done
far more damage than if you did nothing at all. And according to
Mr. Conselic had you not intervened, C&H would have been forced
to shut its doors, and that would have been preferable to forfeiting
its bond, which I am told could go up to $40 million.

You have got to find a way to resolve this mess. And I would say
to the sugar beet states, you cannot prevent a refiner from getting
cane or beet or some sugar to be able to refine. It is an unfair pol-
icy. And if I have to, I will do everything I can on the floor. I will
find a way to shut down the entire sugar program. I have appealed
to sugar senators. I just get blank stares.

But can you carve something out so that C&H can at least buy
sugar at market prices to be able to refine and nobody cares? It is
a phenomenon.

So, the sugar policy of the United States Government is going to
drive the largest domestic refinery out of business. I have no doubt
that that is going to happen. And that is a flawed policy. But we
have got—these are the two big problems.

Secretary GLICKMAN. Okay.

EXOTIC PEST INFESTATION

Senator FEINSTEIN. One is a huge exotic pest infestation that has
resulted in nine quarantines, two of them large now. And two pests
that will wipe out, one, the grape industry and the other, the entire
nursery industry, unless something is done with it. As you know,
you have got money in the budget. Three-quarters of it is ear-
marked and it is earmarked to states other than California. But we
have a huge problem. Could you respond to this?

Secretary GLICKMAN. Yes, I will try to. Thank you. First of all,
let me tell you—increasing penalties for violating our regulation on
importation of pest-laden fruit has not passed the Congress. One
of the problems is if you send a case over to the U.S. Attorney it
may not be prosecuted if it is small and only a misdemeanor. We
need to get the penalties up.

Senator FEINSTEIN. This U.S. Attorney will prosecute.

Secretary GLICKMAN. Okay. Well, I am just telling you that a bill
is in the Congress, and if you raise the penalties, the incentives
will follow and it will make it a lot more attractive to prosecute ev-
erywhere. We will work with you on that legislation. I am told
that, my staff has met with you. Where they came back and told
me about the meeting, and I asked them why are we not sending
cases to the U.S. Attorney.

I would like to know from the U.S. Attorney what kind of cases
actually would be prosecuted. But if we can raise the penalties, it



52

Woulci1 make it a lot more worthwhile for these cases to be pros-
ecuted.

Senator FEINSTEIN. I would be happy to ask him to come back,
to sit down with you and discuss this.

Secretary GLICKMAN. Yes. And I will tell you, I am going to call
the U.S. Attorney myself. I know the person.

Senator FEINSTEIN. Please.

Secretary GLICKMAN. I will talk to him and ask him what can we
do to get him the kind of cases that he might pick a couple to pros-
ecute to send the signal out there. I also will talk to our Office of
Inspector General on this as well.

On the budget, I understand what you are saying. Clearly as we
go into a more globalized trade situation, the entire government of
the United States has to do a better job of inspection. In our budg-
et, as you know, fruit fly exclusion and detection has been in-
creased from $25 million to this year to a request of $55 million,
over 100 percent increase for that effort.

For the agriculture quarantine inspection we have asked for a 15
percent increase, from $210 million to $240 million.

Senator FEINSTEIN. May I stop you there?

Secretary GLICKMAN. Yes.

Senator FEINSTEIN. My staff tells me it is a just a shift of ac-
counts.

Secretary GLICKMAN. Mr. Dewhurst.

Mr. DEWHURST. Well, we started with the med-fly which was
begun with emergency CCC money, but under our rules we can do
that for 2 years and then we have to budget for it and count it
against our targets. And we have done that.

Secretary GLICKMAN. I would have liked to keep it as emergency
spending so that I would not have to count it but we are not able
to do it that way any longer.

Senator FEINSTEIN. But is it net new money or is it a shift?

Secretary GLICKMAN. It is both. It is some net new money and
some shift. We will get you the specifics on it. For, emerging plant
pests, we have gone from $1.5 million in 1999 to $29 million for
2001. We do have a responsibility to protect animal and plant re-
sources and we do not have enough people at the border, you are
correct.

Now, on the other issues, as you know, the basis of our meeting,
I sent Dr. Siddiqui who ran the Plant Protection Activities for the
California Department of Agriculture, to San Diego where he had
a meeting, I believe.

Senator FEINSTEIN. Day before yesterday.

Secretary GLICKMAN. Yes, the day before yesterday with us. I
think some of your staff were there.

Senator FEINSTEIN. The Agriculture commissioner.

Secretary GLICKMAN. The Agriculture commissioner and others.

Senator FEINSTEIN. Correct.

Secretary GLICKMAN. Now, what I am told is that there are two
basic issues. One of the issues is the issue of compensation. That
is, does the government have a responsibility to compensate these
producers when there is a quarantine.

Senator FEINSTEIN. And when you encourage them to grow the
crops in the first place.
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Secretary GLICKMAN. Okay. In any event, we, on occasion, have
provided compensation. We did it for Karnel bundt in wheat. Some
of that wheat was in California. We are now looking closely at the
case of plum pox in Pennsylvania.

CITRUS CANKER

Senator COCHRAN. Citrus canker.

Secretary GLICKMAN. Yes, citrus canker. We have done it when
the authorities asked us. Even then there were some cost share be-
tween the State and the Federal Government. I do not think the
Governor from the State of California has declared an emergency
or asked us to participate in the funding.

Senator FEINSTEIN. He has not.

Secretary GLICKMAN. But that would obviously be helpful.

Senator FEINSTEIN. Right.

Secretary GLICKMAN. In addition to that——

Senator FEINSTEIN. If the Governor declares an emergency, will
you then help?

Secretary GLICKMAN. It would make it a lot easier for us to do
that. I have to go back and talk to my folks, but if the State de-
clares an emergency, it was a situation where we were able to par-
ticipate, such as citrus canker, we would consider providing cost
share money on some compensation. So, that would make a big dif-
ference.

Now, the other thing is we have a lot of quarantines every year.
The policy is the government cannot compensate every producer for
every quarantine for every purpose. Now, what you are telling me
is we may have contributed or caused a specific type of production.

Therefore, there may be some responsibility. Maybe not legal re-
sponsibility, but if nothing else, moral responsibility. I have in-
structed our people to go back and take a look at that as a result
of the meeting a couple of days ago. So, we will do that.

Senator FEINSTEIN. And the border staffing?

Secretary GLICKMAN. Well, the border staffing is a function of
money, and some of this money will go for additional staffing. I
cannot tell you how much. We may need to work with you, per-
haps, to augment these numbers a little bit.

SHORTAGE OF USDA INSPECTORS

Senator FEINSTEIN. Let me tell you what I am told by the Deputy
Ag Commissioner of San Diego County. That your people work very
hard, but they are completely overwhelmed, and they cannot keep
up with it. And like with drugs, those who smuggle get very sophis-
ticated. And when they go off duty and the port is open for 2 more
hours, they just pour across.

Secretary GLICKMAN. Yes.

Senator FEINSTEIN. Now, the avocado growers told me that they
got one smuggled avocado shipment because they thought the pits
were narcotics. But, if it is an infestation, they do not get them.

Secretary GLICKMAN. Well, I do think then, when we are trying
to encourage globalization of agriculture, we have a special respon-
sibility to protect American producers and to do the adequate
amount of inspections. I agree with you, we do not have enough in-
spectors on the borders.
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Whether the budgeted amounts are enough or not, I do think it
requires a very high priority from our government in all aspects,
whether it is in California, Arizona, Texas, Florida or the Canadian
border. We will continue to look at the compensation issue. This is
on my plate now. I want you to know that.

SUGAR ISSUE

Senator FEINSTEIN. All right. Good. Sugar?

Secretary GLICKMAN. Now, on the sugar thing, I might ask
Under Secretary Shumaker to respond to you. I would let him go
first and I will respond.

Mr. SHUMAKER. You want to go first?

Secretary GLICKMAN. No, you go first.

Mr. SHUMAKER. Senator, sugar, as you know, is an issue
throughout the country and it is a very, very complex problem. We
administer the sugar program. Let me just take 1 minute on where
we are with the overall sugar issue, because I think some members
here may be very interested in it.

We had an increase in acreage in both cane and beets in recent
years. Good weather, combined with increased acreage have meant
record cane and beet sugar crops throughout the country, including
the major producing States such as North Dakota, Louisiana, Flor-
ida and others.

So, we have this increased domestic production and increased im-
ports of sugar products which are outside the sugar tariff rate
quotas. These are the key factors in the question of the low domes-
tic prices. So, what have we done?

We are working, particularly, on non-recourse loans. They are
now available to domestic producers of sugar cane and sugar beets.
Many of the processors are taking advantage of these loans, which
in turn benefit the producers that sell to these processors. Apart
from these loans, there are not many other provisions under the
current sugar legislation.

Part of the problem is, of course, Hawaii. I have been to Hawaii
several times and it has reduced substantially its sugar production
for a variety of reasons and that has really affected C&H over time.
So, the Hawaiian diminution of sugar production has really af-
fected that one sugar refining plant in California.

Thats why we have the problem, and I have to be honest with
you, there was some unfortunate set of circumstances in the way
we handled the TRQ and its impact on C&H. We provided a waiver
and allowed them to import raw outside the TRQ at a time when
there is excess domestic sugar on the market.

We have since initiated, I think my staff has worked and kept
you fully informed, in an effort to mitigate some of the negative ef-
fects which you have outlined today that this original waiver has
had on the sugar program overall. We are trying to mitigate the
effects on C&H. Obviously we have not been as helpful as you
would have liked us to have been.

Senator FEINSTEIN. What about requiring that they forfeit their
bond?

Mr. SHUMAKER. Well, I do not have exact information on this
question. I will get back to you on that bond issue, because I have
not been formally briefed on that. But we are trying to mitigate the
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effect on C&H and at the same time, trying to see that there are
no unfortunate circumstances if that waiver was provided on the
rest of our sugar industry.

Secretary GLICKMAN. If I may talk for a minute. I must tell you,
not that I agree with you on everything, but if we put a company
in jeopardy because we made a mistake at the Department, that
is inexcusable. I am going to get to the bottom of this matter.

Senator FEINSTEIN. Thank you.

Secretary GLICKMAN. This is inexcusable, and it is one of the
things I used to get frustrated with when I was in Congress. You
just can say here, well, it may have been because of the tariff rate
quota. It is kind of like saying it was the law, when you try to ex-
plain what you did. We have got to somehow make good on this.

I do not know how we are going to do it, and that is very trou-
bling to me. I promise you that I will see what I can do, because
it is not an excuse that some employee made a decision and it was
not in conformance with what we are supposed to be doing.

Senator FEINSTEIN. Right.

SUGAR TARIFF RATE QUOTA

Secretary GLICKMAN. This company was mislead and went out
and did certain things based upon that and we have an obligation
to do what we can to deal with it. I would have to tell you domestic
production of sugar has gone from 7.3 million tons in 1995 to 8.8
million tons last year, a significant increase in production. Because
of the TRQ and the way that we have to administer it under the
law, imports have gone from 2.2 million down to 1.2 million, largely
as a result of the dramatic increase in production of domestic
sugar.

So, you and others have called me about how to try to deal with
this problem in the most sensible way that we possibly can. But
the underlying problem is domestic production is going up very sig-
nificantly.

Therefore, the administration of the TRQ means imports are
coming down rather significantly. I gather C&H probably used to
get a lot of its sugar from Hawaii, but now they having to rely on
importing their sugar.

Senator FEINSTEIN. They were, yes. They were limited. And you
see, the problem is they are not allowed to buy sugar. Remember
we talked about this? They cannot bring sugar in, as I recall. They
cannot import it. Now, that is ridiculous. I mean, this a free mar-
ket. Why should not a huge refiner be able to import it?

Secretary GLICKMAN. There is a limitation under the tariff rate
quota. I am not telling you it all makes a lot of sense. All I can
tell you is that I understand your frustration with respect to this
firm who is employing people and, trying to buy sugar. But I am
going to get to the bottom of it. It is unacceptable as far as I am
concerned.

Senator FEINSTEIN. Thank you very much.

Senator COCHRAN. Senator Dorgan.

SUGAR PROGRAM

Senator DORGAN. Mr. Chairman, I respect the statement of the
Senator from California. She has a problem and has to address
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that and resolve it. I know she will not expect anyone to apologize
for a sugar program that works for sugar producers or for family
farmers in this country who are raising beets, for example. This is
one program that has worked over the years among a range of pro-
grams that have largely failed in agriculture. But, you know, she
makes a point.

I appreciate the Secretary’s response to her about dealing with
the C&H issue. But, we ought not believe that repealing the sugar
program is a thoughtful response. I know you are not suggesting
that.

Senator FEINSTEIN. It is the only thing I can do.

Senator DORGAN. Well, but I do not think——

Senator FEINSTEIN. I have tried since 1994.

Senator DORGAN. With all due respect, I do not think you can do
that either.

Senator FEINSTEIN. Just to get adequate sugar.

Senator DORGAN. I mean, I do not think you are able to repeal
the sugar program, nor should you be able to. We should solve your
problem, but do so without ravaging family farmers.

Senator FEINSTEIN. That is right. That is all I want.

Senator DORGAN. Mr. Secretary, I waited because I wanted to
ask you a couple of questions about something that is often more
discussed in the agriculture committee, the authorizing committee.
But the appropriations in the budget really reflect the need for
funds that come from farm policy.

You are now proposing additional money with respect to a
counter cyclical program. My assumption is that that reflects your
belief that you have previously stated, that the farm program
should be significantly changed. That is the statement you have
made?

Secretary GLICKMAN. That is correct. Let me d