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AGRICULTURAL CONSERVATION PROGRAMS

Wednesday, June 7, 2006

U.S. SENATE
COMMITTEE ON AGRICULTURE,
NUTRITION AND FORESTRY
Washington, D.C.

The committee met at 9 a.m., in room SR-328A of the Russell
Senate Office Building, the Honorable Saxby Chambliss, chairman
of the committee, presiding.

Senators PRESENT. Senators Chambliss, Coleman, Thomas, Tal-
ent, Crapo, Harkin, Nelson, Salazar, Baucus.

Chairman CHAMBLISS. Good morning. Our hearing will come to
order this morning.

Let me just make a quick announcement. We’ve got some sched-
uling issues this morning that we’re going to have to deal with.
First of all, let me say to our witnesses, thank you for being here,
No. 1, but thank you for also being willing to rearrange from a 9:30
or 10 hearing back to 9.

We have the president of Latvia speaking this morning to a joint
session. We also have a vote at 10 that we have got to deal with.
What my intention is that we will start this morning. I'm going to
ask all members to submit their statements for the record.

Senator Thomas and all of our witnesses, if you will, please limit
your statement to 5 minutes. We're going to go as long as we can,
right up to the 10 vote. We'll take that vote to go vote.

Some members will move on to the joint session with the presi-
dent of Latvia. I'm going to come back here to conclude this. This
hearing is too important not to have it concluded this morning. So
to our witnesses, that’s kind of our tentative schedule. Again, we
thank you for being here.

Over the past 20 years, Congress has increased the nation’s in-
vestment in agricultural conservation. In the 1980’s there were just
a few programs. Today, there are 20. Producers now have a wide
variety of programs to address their conservation wildlife and envi-
ronmental concerns. Over the same time period, we have seen the
support for farm and private late conservation grown in Congress
and with the public.

Many have noted the 2002 Farm Bill was the single most signifi-
cant commitment of resources toward conservation on private lands
in the nation’s history. Even with the annual limitations imposed
by the appropriations process, conservation funding increased
about $720 million from fiscal year 2002 to fiscal year 2006.

With this new funding, the U.S. Department of Agriculture has
enrolled about 750,000 acres in the Wetlands Reserve Program,
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and now has oversight responsibility for more than 2 million acres
under easement and WRP and other programs. The Department is
managing nearly 40 million acres in the Conservation Reserve Pro-
gram, and it has signed about 182,000 Environmental Quality In-
centive Program contracts.

There are some good and exciting things happening in conserva-
tion. For example, late last month, Secretary Johanns announced
the total soil erosion on cropland decreased 43 percent from 1982
to 2003.

The Natural Resources Conservation Service reports that it has
helped 1 million producers with their conservation needs since
2002. Producers are enthusiastic about conservation and want to
participate as can be seen by the enormous backlogs to the pro-
grams.

However, in anticipation of beginning conservation hearings on
the reauthorization of the 2002 Farm Bill, there are some questions
that this Committee, which has oversight, needs to ask: Are con-
servation programs really helping producers solve problems and
improve environmental quality? How do we measure conservation?

Does USDA have the right infrastructure in place to deliver and
monitor the programs? Is there a way we can better utilize con-
servation programs to enhance alternative energy production?

Are we managing the land that we have under contract and ease-
ment? Is our conservation policy achieving the goals that we think
and want it to achieve, and are there things that we could do bet-
ter?

These are not easy questions to answer, but by establishing
where we are today we will be better able to look forward and plan
for the future. There has been a good deal of discussion about the
Doha round and what it will mean for our existing conservation
and commodity programs.

There are a lot of misconceptions or misperceptions about what
qualifies as an acceptable “Green Box” program and what does not,
particularly in regard to conservation programs. I challenge the en-
tire conservation community to think about those questions, espe-
cially as this Committee begins to prepare for the next farm bill.

We have seen the Federal investment in conservation grow in the
past, and I expect we will continue to see it grow. Just as producers
want to be good stewards of their land, we need to ensure that we
are good stewards of the taxpayers’ money. This means Congress
must put in place the right conservation policies and programs.

I look forward to today’s testimony and working with you to build
upon our success in conservation and ensuring that we are on the
right path in the future.

We will be hearing from, first of all, on the first panel Mr. Bruce
Knight, chief of the Natural Resources Conservation Service, U.S.
Department of Agriculture, here in Washington; and Mr. John
Johnson, deputy administrator for Farm Programs from the Farm
Service Agency, also at the U.S. Department of Agriculture here in
Washington.

Gentlemen, we welcome you to the panel this morning. Thank
you for coming, and we look forward to your testimony.

Mr. Knight, we will start with you.
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STATEMENT OF BRUCE KNIGHT, CHIEF, NATURAL RE-
SOURCES CONSERVATION SERVICE, U.S. DEPARTMENT OF
AGRICULTURE, WASHINGTON, DISTRICT OF COLUMBIA

Mr. KNIGHT. Thank you. Mr. Chairman and members of the com-
mittee, thank you for the opportunity to appear here today to dis-
cuss conservation programs in Title II of the farm bill. The 2002
Farm Bill pledged more than $17 billion over 10 years for conserva-
tion. It emphatically demonstrates your commitment to locally led
cooperative conservation on working agricultural lanes. To put it
simply, our job at the Natural Resources Conservation Service is
helping people help the land.

Working lands conservation programs are unique among agricul-
tural programs in that they are specifically designed to produce
multiple benefits. First, farmers or ranchers who install conserva-
tion practices improve their land and enhance their natural re-
sources. Second, the public also receives many benefits: a better,
cleaner environment; increased biological diversity; and a scenic
landscape, to name just a few.

Conservation investments also lead to stronger rural economies.
Since 2002, NRCS has provided assistance to 1 million farmers and
ranchers. Working with our partners, we have applied conservation
on more than 130 million acres of working farm and ranchland
under the EQIP Program alone. We have also helped farmers apply
more than 14,000 comprehensive nutrient management plan.

Over the past 4 years, we have invested $6.6 billion directly with
farmers and ranchers. Those same landowners and partners have
added an additional $2.8 billion, for a total investment of more
than $9.4 billion in conservation through 2005.

The 2002 Farm Bill brought us new programs and new opportu-
nities, and we have responded with new tools and streamlined the
Agency management to serve farmers and ranchers more effec-
tively as well as more efficiently.

For example, from 2003 to 2006, we have worked with more than
2,500—plus technical service providers. These are our own conserva-
tion outside consultants who are providing the equivalent of nearly
520 staff years to supplement our staff in serving our customers.

Let me, briefly, review our achievements from the four major
farm bill programs. First, the Conservation Security Program in an
effort to reward the best and motivate the rest began with 18 pio-
neer watersheds in 2004, and with yesterday’s release of the 2006
accomplishments we have accepted another 4,404 contracts of the
over 8,500 offers that were offered last year or this year in 60 wa-
tersheds. This program now spans 280 watersheds nationwide, cov-
ering 14.6 million acres, investing in the management of over
19,000 land stewards to achieve even greater environmental
progress.

The Wildlife Habitat Incentives Program, $165 million invested,
9,500 agreements covering 1.4 million acres of improved wildlife
habitat, a portfolio of easement programs designed to protect and
preserve prairie, grassland, and wetland ecosystems and preserve
working farms and ranches.

First, the Grassland Reserve Program has nearly 380,000 acres
enrolled in easements. The Wetlands Reserve Program, nearly
750,000 acres have been contributed toward the president’s goal of
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3 million acres of wetlands restored, protected, or preserved by
2009 with an inventory now approaching 2 million acres.

The Farm and Ranchlands Protection Program, more than
449,000 acres now preserved in perpetuity from future develop-
ment. And, of course, our biggest program, EQIP, the “Environ-
mental Quality Incentives Program,” where we have invested near-
ly $3.1 billion, benefiting close to $185,000 participants from fiscal
year 2002 to 2006 alone.

NRCS has also worked to help livestock producers meet their en-
vironmental challenges, applying more than 14,000 Comprehensive
Nutrient Management Plans since 2002. Undergirding all of this is
our mainstay program that provides planning assistance and con-
servation technical assistance.

I want to touch on some management reforms that have either
increased our efficiency or helped us direct more dollars in a better
service to our customers. First and foremost is increased trans-
parency, resulting in greater accountability and a better under-
standing of our programs by our customers and hopefully by those
who are looking at the efficiency of our programs.

Streamlined payment processes and reduced paperwork for our
customers, we have saved nearly 330 staff years alone through
those efforts; establishing a process for rapid watershed assess-
ment, taking what was once a multiyear program process down to
6 months.

The Web Soil Survey: our soil surveys are now available 24 hours
a day, 7 days a week via the Web. We have put out as much infor-
mation in the last 10 months through the Web as we've done
through the last 10 years.

Conservation programs on working agricultural lands benefit
both producers and the public, supporting sustainable agriculture
and enhancing the environment. As we move forward, NRCS will
emphasize cooperative conservation, a watershed approach, as well
as a market-based approach to helping people help the land.

I thank the chairman and the members of the committee for the
opportunity to appear today and for your ongoing support and at-
tention to implementing the conservation provisions of the 2002
Farm Bill.

I would be pleased to answer any questions the members may
have.

[The prepared statement of Mr. Knight can be found on page 60
in the appendix.]

Chairman CHAMBLISS. All right. Mr. Johnson.

STATEMENT OF JOHN JOHNSON, DEPUTY ADMINISTRATOR
FOR FARM PROGRAMS, FARM SERVICE AGENCY, U.S. DE-
PARTMENT OF AGRICULTURE, WASHINGTON, DC

Mr. JOHNSON. Thank you. Mr. Chairman and members of the
committee, we appreciate the opportunity to review the operation
of the farm bill’s conservation programs as implemented by the
Farm Service Agency.

I am pleased to report to the Committee this morning that there
have been significant accomplishments under the Conservation Re-
serve Program since the 2002 Farm Bill. FSA has implemented the
president’s directive to re-enroll and extend contracts for more than
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28 million acres of land, which were scheduled to expire from 2007
to 2010. More than 84 percent of the producers with expiring 2007
contracts have elected to re-enroll or extend their contracts.

The Department just announced this week that we have accepted
1 million acres in this spring’s general sign-up in addition to the
2.9 million acres accepted since 2002. Total enrollment now stands
at 36.7 million acres with annual rental payments to producers to-
taling $1.8 billion annually.

These acres have reduced soil erosion by 450 million tons, re-
duced nitrogen, phosphorous, and sediment leaving the field by
well over 85 percent and sequestered over 48 metric tons of carbon
dioxide on an annual basis.

CRP contributes to increased wildlife populations as well includ-
ing more than 2 million additional ducks annually in the Northern
Prairie, recovered Sage and Sharp-Tailed Grouse populations in
Eastern Washington, increased Ring-Necked Pheasant populations,
as well as increased grassland bird populations.

CRP is building upon these successes with several initiatives in-
cluding enrollment of 100,000 acres recently in the Presidential
Quail Initiative designed to create habitat for quail upland birds
and other species. We have executed agreements with Pheasants
Forever, Ducks Unlimited, and the National Wild Turkey Federa-
tion to jointly work toward achieving mutual program objectives.

Fourteen new CREP agreements, “Conservation Reserve En-
hancement Program” agreements, were signed with state govern-
ments to improve both water quality and quantity, create wildlife
habitat, and control erosion on more than 800,000 acres. Three of
these targeted water conservation as their primary focus. Com-
bined, the agreements with Colorado, Idaho, and Nebraska, provide
for enrollment of up to 235,000 acres with projected water savings
of $360,000 acre feet annually.

One of the Farm Service Agency’s first Web-based applications
was developed using GIS technology to enroll land in CRP. This
upgrade has improved workload management for our county offices,
saved millions of dollars of implementation costs and increased the
accuracy of our work.

A 10-state pilot program has been developed for private sector
technical assistance, which is scheduled to begin late this summer.
Finally, later this month, FSA will roll out a $404 million Emer-
gency Forestry CRP program to restore more than 700,000 acres of
private forestland damaged by the 2005 hurricanes.

FSA also implements the emergency conservation program to
provide emergency funds to help farmers and ranchers rehabilitate
farmland damaged by natural disasters and implement emergency
water conservation measures during periods of severe drought.
Since the 2002 Farm Bill was passed, FSA has allocated more than
$500 million in assistance including the funds appropriated by
Congress for the 2005 hurricanes.

The Grass Roots Source Water Program administered by FSA
was also authorized under the 2002 Farm Bill, and more than $13
million has been distributed to assist rural communities with pro-
tecting their drinking water sources.

Under the Grassland Reserve Program administered jointly with
NRCS, FSA has enrolled almost 2,600 contracts and obligated al-
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most $93 million in annual rental payments. Looking forward to
the 2007 Farm Bill, while environmental indicators suggest much
progress and resource conservation has been made, many chal-
lenges remain and new issues continue to emerge, they include: nu-
trient enrichment and hypoxia in some waterways; conflicts over
water availability for agricultural, environmental, and urban uses;
reducing greenhouse gas concentrations through carbon sequestra-
tion; and developing sources of renewable energy and bio-based
fuels. Many people are asking if there is an appropriate interface
between CRP in our nation’s efforts to address these concerns.

Other broad policy considerations include identifying specific
goals for water quality, wetlands restoration, wildlife habitat, air
quality, soil erosion, and recovery of threatened and endangered
species.

Now, attention should also be given to the resources needed to
accomplish these goals. The use of information technology is vital
for cost-effective program delivery. We recognize that as programs
become more sophisticated in targeting limited resources, we must
become more proficient in developing more elaborate software.
There is, however, intense competition for IT funds which could im-
pact farm bill implementation.

A few program considerations in a CRP that could be examined
are whether land expiring from a CRP contract should be consid-
ered eligible for re-enrollment, even if that land is no longer capa-
ble of being cropped due to an easement, conversion to trees, or
other factors.

Also, should certain conservation practices such as wetlands and
buffers be exempt from the statutory 25 percent cropland limita-
tion, and should the standards for waiving that 25 percent cropland
limitation be modified? Also, is there an appropriate nexus between
CRP and bio-energy production?

As Congress debates the upcoming farm bill, we hope consider-
ation is given to improving our existing programs, funding WTO
consistent green payments that enhance environmental benefits,
encouraging private-sector markets for environmental services, and
emphasizing a voluntary approach for conservation over a more
regulatory approach. We look forward to working with you on these
critically important issues.

Thank you. I would be pleased to answer any questions the Com-
mittee might have.

[The prepared statement of Mr. Johnson can be found on page
85 in the appendix.]

Chairman CHAMBLISS. Thank you, gentlemen. Both of you were
almost on time. That’s pretty good for two guys from the USDA.

Senator Harkin.

Mr. HARKIN. Thank you very much, Mr. Chairman. I'm sorry I
am not on time. I apologize for being late. Every Wednesday morn-
ing I have an Iowa breakfast. We seem to have a lot of Iowans in
town this week. So I apologize for being late.

Chairman CHAMBLISS. They knew this hearing was going on,
talking about CSP and CRP.

Mr. HARKIN. That’s it. Oh, some of them are there, too. They
probably just came in the door back there, I suppose.
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I just want to thank you for holding this hearing on conservation
programs. When I was chair of this Committee in the 2002 Farm
Bill, we worked very closely. Well, you were in the House at the
time on the House Ag Committee, and we worked closely with you
and the other members of the House Ag Committee to hammer out
really strong conservation provisions in the farm bill. I think we
have every reason to be proud of what we’ve done.

I know we have on the second panel Jim Andrew of Jefferson,
and I look forward to his testimony. I would ask that my statement
be made as a part of the record, and I won’t read the whole thing,
Mr. Chairman.

It’s clear, I think, to us that the Doha round, I still have hopes
that it is going to be concluded successfully, that we are in the
world trading position now, that we’re a part of WTO, that the old
ways of doing things are going to have to change.

In the past, from the New Deal on, we paid farmers based on
what they grew and how much they grew. I think that’s giving way
now, and the shift in the last farm bill was to start paying farmers
on how they grow, “green payments,” the Europeans call it, which
are fully compatible with our obligations under WTO.

Now we see a whole new realm of productivity in this country,
not for food nor fiber but for energy, for renewable energy. With all
of the cropland that we have in CRP and other areas, how can we
utilize now the productive capacity of America for renewable en-
ergy, at the same time conserving our soil and our water and pro-
viding for clean air and providing for wildlife habitats.

It is possible to do all that. We can meet our demands for food
and fiber and at the same time meet the growing demand that
we're going to have for renewable energy production. That is really
Soﬁle of the things that we tried to get started in the 2002 Farm
Bill.

I'm going to be asking some questions again of Mr. Johnson
about the CRP stuff and also Bruce Knight. I must say that I agree
with you when you said that the Conservation Security Program is
the future.

While I have been somewhat critical of the Department in the
past for some of the early implementation and stuff, I recognize it
was a new program. It needed to be fleshed out a little bit.

My biggest gripe is with the Congress that keeps cutting the
money out of the program and putting caps on it to the point where
next year we may not have one new sign-up in the program be-
cause of the caps that have been put on the program by the Con-
gress.

I do give the Agency credit for correcting some of the earlier
missteps by making the program work better for farmers and
ranchers, but I think we’ve just go to do more to ensure that this
innovative program achieves its full potential.

So with that, Mr. Chairman, I thank you and I ask again that
the rest of my statement be made a part of the record.

(COMMITTEE INSERT:)

Chairman CHAMBLISS. Without objection.

Gentlemen, Section 2005 of the 2002 Farm Bill required the U.S.
Department of Agriculture to develop a plan to coordinate land re-
tirement and working land conservation programs and to submit a
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report to the House and to the Senate Ag Committees. That report
was due December 31, 2005, and that report is 6 months overdue.
When can we expect it?

Mr. KNIGHT. We, the Department, should be able to deliver that
report to you in the very near future. We are in the departmental
clearance process on it. Both of the agencies, their respective work
has been done, and it’s just a matter of clearance at this stage.

Chairman CHAMBLISS. All right. Well, that’s a very vague an-
swer. Give me a time line. Are we talking about 30 days? Sixty
days? What’s the time line?

Mr. KNIGHT. I would certainly be willing to do my best to deliver
it to you within 30 days.

Chairman CHAMBLISS. We will call you. Gentlemen, again, this
is directed to whichever one is best to answer it. What is the aver-
age administrative cost per acre or contract for each of our environ-
mental programs, our conservation programs?

Mr. KNIGHT. I can submit for the record the administrative costs
or the technical assistance costs for each of the programs that we
administer at NRCS. The one that folks focus on the most, of
course, is the Environmental Quality Incentives Program.

At the beginning of the 2002 Farm Bill, the administrative costs
would have run around 28 to 29 percent. We have been able to
bring that down to about 22 percent. That varies somewhat by
project-by-project. Those things that require a great amount of en-
gineering, of course, have high costs where you're doing the engi-
neering to construct a lagoon or lay out the terraces.

Because of the efficiencies, we have been able to do in the admin-
istration side of things with the new software and the technology,
we've got a new program called “ProTracts,” that has been able to
save about 330 staff years on the implementation side of things
alone, and that’s what’s been able to bring these costs down.

The next stage for us is a national uniform ranking tool that
would eliminate errors and speed up the delivery costs for the pro-
grams as well, but on EQIP it was right around 29 percent. It’s
down to 22 percent. I will submit for the record for WRP, the wild-
life habitat incentive program, each of the programs we administer.

Mr. JOHNSON. Mr. Chairman, we would be glad to provide that
on a contract basis or a per acre basis for the record. I don’t have
the exact number with me, but I would simply reiterate what the
chief has said. We have collaborated with NRCS to refine the tech-
nical assistance needed for CRP and have come up with increased
efficiencies and reduced the workload on both NRCS as well as
FSA staff in administering that program.

The GIS tool I mentioned that we have implemented has saved
us over $16 million at sign-up time. It has reduced manual entries
from a thousand manual entries down to a hundred, a 90 percent
reduction in manual entries, with a corresponding reduction in
error rates. So we are taking every advantage of automation as
well as just some common-sense provisions with NRCS that admin-
istrative costs. We will be glad to provide those numbers to you.

Chairman CHAMBLISS. OK. Mr. Knight, you mentioned in your
testimony and you just stated again that you saved “330 staff
years.” What does that mean?
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Mr. KNIGHT. Those would be full-time equivalents for staff if you
estimate an average hiring cost of running around $100,000 a year.
So you're talking about significant savings on an annual basis that.
Every dime we are able to save in program administration costs be-
cause of our direct charge system in turn means additional con-
tracts we are able to put on the ground.

Our average EQIP contract is around $20,000 a year or smaller
with an individual, and so every time I save $20,000 costs that’s
one more contract we are able to put on the ground. These savings
have amassed a significant increase in contract delivery for us.

Chairman CHAMBLISS. Well, Obviously our goal as we write
every farm bill is to ensure that the money goes to the farmer for
these critically important programs. The more we can save, from
an administrative standpoint, obviously I think you gentlemen
know the happier members are on the Hill, and our farmers are
better able to really utilize these programs. So that’s a critically
important issue that we need you to continue to work on.

I've got a number of other questions, but I'm going to because of
the time constraints go to Senator Harkin at this time.

Mr. HARKIN. Thank you, Mr. Chairman.

I just have kind of three questions I want to cover: one, the Con-
tract Security Program, EQIP, and CRP. Mr. Knight, again I just
want to thank you for taking charge of the CSP. The work that
you've been doing on correcting some of the earlier missteps, I
think it’s moving ahead fine now. Although, as you know, I still
have a problem with the watershed-based approach on this.

Because what happens is if you’re in a watershed and you qualify
for a Tier I, you may have a neighbor that’s down the road that
may not be in the watershed. They may actually be doing more
conservation work than you, but they don’t qualify for it because
they are not in the watershed. Well, we know all that.

My question is, how long—and if you can’t answer it today, if
you'd just get back to me, I would appreciate it—how many years
would it take NRCS to offer CSP on every watershed at least once,
on every watershed? If you can’t, if you'd just get back to me on
that, I'd appreciate it.

Mr. KNIGHT. I will recalculate that and get back to you on the
record on that, sir. Our original intent, as you know, was to be able
to do it once every 8 years.

Mr. HARKIN. Eight years, yes.

Mr. KNIGHT. But because of some of the restrictions on spending,
we have probably fallen off that 8—year schedule.

Mr. HARKIN. Well, the other thing I need to know, Bruce, is how
much would it cost to put the program back on track to cover every
watershed by 2011, which would basically be our 8 years? How
much money would it take to put it back on track so that we could
get it at least once to every watershed in the country?

Mr. KNIGHT. We will provide that calculation for the record for
you.

Mr. HARKIN. I need to know it. Last, a lot of complaints had to
do with, and I have contacted you about this in the past, the sign-
ups always come in the spring. That’s when farmers are busiest.
They don’t have time to pay attention to it. Is there any way that
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we can get the sign-ups completed no later than February, let’s
say, rather than continuing into the spring?

Mr. KNIGHT. That is certainly our objective. It has been a major
effort to move sign-ups for all the programs into the winter
months. We were successful in that this year, completing EQIP
prior to the spring planting and WHIP prior to spring planting.

In most parts of the country, we beat the clock on CSP, but it
was not a good time for the more Southern states. We will this
summer release states to start the selection process for the water-
sheds for next year, then proceed forward. We hope to be able to
do CSP during the winter months.

My desire is to be able to test run CSP one more year before
farm bill considerations, so that you will be able to evaluate all the
different things that are lessons learned from CSP for full consider-
ation by the Committee for the 2007 Farm Bill.

Mr. HARKIN. Again, Mr. Knight, let me just publicly thank you
for your leadership on this issue of moving the CSP Program. You
have operated under some pretty difficulty circumstances, not of
your own making, as I've said earlier, but of our making here.

Even with that, we proceeded ahead on it and I just want to com-
pliment you for that in taking charge of that program. Hopefully,
we're going to be able to make some further advances in the next
farm bill coming up to move it head even more aggressively.

On EQIP, let me just ask you, and this again is a little bit paro-
chial, but it seems odd to me that Iowa with one of the most inten-
sively used agricultural landscapes on the planet is tenth in overall
EQIP funding behind neighboring states like Kansas, Nebraska,
and Minnesota.

Well, basically what I've been told is that EQIP basically is
skewed more to beef production than pork production. I think Mr.
Spronk is going to speak to that later on.

Again, my question is: when allocating EQIP funds to the states
each year, how does NRCS determine which areas of the country
have the greatest environmental needs? I'm concerned. I just won-
der because with all of the hog production we have in Iowa why
we’re tenth overall in EQIP funding. That may sound parochial,
but it has to do with how these funds are allocated.

Mr. KNIGHT. The fund allocations is certainly one of the thorniest
challenges we face in how to put the dollars in the states for the
efforts that are the most important nationwide. We have a set of
four priorities on EQIP.

Basically, they are very broad: it’s about clean water, soil, air
quality, and wildlife habitat. Then, we have an allocation formula
that now has about 30 different factors included in it. Trying to
make a formula that is as scientific and knowledge-based as pos-
sible for allocation of those funds.

We have made many improvements in those programs over the
last few years. We have heavily weighted the allocation formula to
the priority that the livestock sector is facing right now of compli-
ance with the EPA rules as it pertains to the AFO/CAFO provi-
sions. The number of animal units out there, they are either swine,
poultry, or cattle heavily influence how many funds flow from state
to state.
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Then, of course, we also have regional equity provisions that are
in place, setting a desire to have at least $12 million in several
states. That also has dollars shifting from one part of the country
to the other.

I had mentioned earlier that we are trying to make a very trans-
parent process. We have now published these allocation formulas
for review. This summer I'm also seeking through an RFP process
a peer review to ensure that the allocation process is as valid as
it could be.

We have used internal guidance and professional knowledge for
developing and constructing of these allocation formulas. I'm not
going to outside peer review to make sure that we have as valid
a structure as we can to respond to needs from year to year.

One of the things that I think that will be important for people
to realize as we have them constructed today, I do anticipate that
as a particular priority need for the Nation is addressed, a state’s
allocation could in turn start to decline as we try to address needs
somewhere else.

The heavy weighting we have now to the EPA AFO/CAFO rule,
once we've swallowed doing all of those comprehensive nutrient
management plans, which we’re doing through both CTA and
EQIP, may in fact cause the allocations to shift around the country.
The jury is still out on how well that’s going to work.

Thank you, Mr. Chairman.

I have one more question, but it will wait until the second round.

Chairman CHAMBLISS. Mr. Thomas.

Mr. THOMAS. Thank you, Mr. Chairman. It’'s a good subject for
our hearing, and I'm glad to do that. Certainly, I am pleased with
the emphasis that is being put on conservation. I particularly want
to welcome Olin Sims here from Wyoming, who not only do we
have ranchers as well as farmers in this program you know. So it’s
nice to have him here, and we do have a little different view.

Just a general reaction maybe from both of you, I think we have
I think about nine different programs, isn’t that correct, conserva-
tion programs?

Mr. KNIGHT. In the case of NRCS, we now have 22 programs to
administer.

Chairman CHAMBLISS. I think your number is right, but there
are a lot of subprograms.

Mr. THOMAS. I guess I'm wondering, we’re going to be looking for
more efficiency and more ways to do more. Which one of these pro-
grams is used the most? Could they be combined? Would it be more
efficient, managerially, to have less programs?

Mr. KNIGHT. Those programs where we can do that administra-
tively within the constraints, we’re moving forward with that. The
cost-share programs, which are EQIP plus the Wildlife Habitat In-
centives Program, then the subprograms that the Chairman men-
tioned, ground and surface water conservation in the Klamath
Basin all within EQIP, those are all cost-share programs.

We are using the same rules, the same manual, the same sign-
up trying to move forward to putting as much similarity to those
programs as we can so that we’re able to gain efficiencies there, but
I do still need in many places different program managers because
they are different programs by statute.
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We have a similar consideration with the easement programs.
There is a great deal of variability between the Farm and Ranch-
land Protection Program, the Grasslands Reserve Program, and the
Wetlands Reserve Program. We are trying to look for efficiencies
that we can do by putting common rules between the easement
programs, so that it becomes a portfolio that is more streamlined
in the administration.

Mr. THOMAS. That’s a good thing. Sometimes programs get a lit-
tle protective internally and it’s hard to get as much efficiency
among them as there could be.

Mr. KNIGHT. That is very true. We have reorganized the internal
management of the Agency along those broad categorical lines in
order to reduce the tendency for the inside turf.

Mr. THOMAS. Mr. Johnson, do you have any comment?

Mr. JOHNSON. Well, our three programs—the Conservation Re-
serve Program, the Emergency Conservation Program, and the
Grassroots Source Water Protection Program—have somewhat dif-
ferent focuses than we do part of the Grassland Reserve Program,
which could be somewhat similar to CRP in some respects.

The Emergency Conservation Program has a whole different in-
tent and purpose than our Conservation Reserve Program, so I
don’t see a real overlap there. The Grassroots Source Water Protec-
tion, it is a small program aimed at rural communities which has
a distinct focus. In our small portfolio of programs, as compared to
what the chief has to deal with, I don’t see a whole lot of overlap.

Mr. THOMAS. OK. What would you say are the greatest chal-
lenges for you and producers in administering these conservation
programs?

Mr. JOHNSON. My No. 1 challenge, and it’s beyond conservation
but through all the farm subsidy programs I administer as well, is
automation and IT investments in modernizing how we deliver pro-
grams. As we are asking our folks to do more with less repeatedly,
I've got to provide them better automation. As I mentioned in my
statement earlier, the competition for those resource dollars for IT
investments is intense.

Mr. THOMAS. Well, what’s the result? If doing what you want to
do, would it reduce your administrative costs?

Mr. JOHNSON. I believe it would. As I mentioned, a very modest
step we took forward in our utilizing GIS for CRP sign-up is to date
we estimate about $16 million in sign-up administrative costs. I be-
lieve that’s just the tip of the iceberg of what could be realized, but
it’s a major challenge.

Mr. THoMAS. It is a challenge. The Senator from Iowa was talk-
ing about not wanting to reduce spending. We’re going to see re-
duced spending in all of government I hope, so we have to find
ways to be more efficient and to make it work as productively as
possible.

In any event, really again speaking for more open space areas
like Wyoming ranch areas where the conservation programs are is
very important, probably even more important than the crop pro-
grams in terms of the future in preserving the land and all.

So thank you, Mr. Chairman.

Chairman CHAMBLISS. Mr. Salazar?
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Mr. SALAZAR. Thank you very much and Ranking Member Har-
kin. Let me first say to Chief Knight and Mr. Johnson that I very
much appreciate the efforts of USDA in Colorado and the conserva-
tion efforts you have on programs which have major acreage and
supporting of farmers and ranchers throughout the state.

I know we have significant acreage enrolled in CRP and we re-
ceive lots of assistance from EQIP and also CSP. In particular, I
want to say that the Middle South Platte CSP Program is one that
is working very well in the state of Colorado.

It’s also an area that is in dire need of assistance because of
what has happened with the shutdown of literally about a thou-
sand wells, which has affected probably 10,000 to 30,000 acres of
prime pond land up in that area. So I appreciate the work the
USDA does in that regard.

Let me just ask one very broad question for both of you. As we
look at the rewrite of the conservation bill and what I think is
going to be a significant interest of this Committee with respect to
renewable fuels and renewable energy, how do you see the con-
servation programs tying in to what might be a goal that this Com-
mittee pushes forward with respect to renewable energy? I think
you had alluded to that in your testimony, Mr. Johnson, so if you
can just broadly answer that question, both of you, I would appre-
ciate that.

Mr. JOHNSON. Certainly, Senator. Thank you for the question. I
think that topic is worthy of discussion, and there is a lot of inter-
est in that subject. As I mentioned in my remarks, currently under
the current authority that we have we utilize managed haying and
grazing, which allows people to harvest biomass from CRP acreage
on an interval no more often than once every 3 years.

There is a reduction in the CRP rental payment in the year they
do that harvesting. So currently today we have a limited ability to
engage in harvesting biomass off of CRP acreage. The question re-
mains: is that sufficient or should it be changed, altered, reduced,
or expanded? Obviously, there is a lot of interest in that.

I receive inquiries from producers as well as interest groups
about everything from hardwoods to switchgrass to even some folks
who have some unique ideas about oil seeds. Bottom line, there is
lots of interest, but I think the question is worthy of debate and
discussion. I don’t have the answer laid out for you here today, but
it’s certainly something that merits discussion as we seek to mini-
mize our dependence upon other sources of energy.

Mr. SALAZAR. Would the notion, Mr. Johnson, be that if there
was a biofuels project they could use some of the biomass coming
out the lab, that may be the 3—year restriction would be one that
would be lifted or adjusted in some way?

Mr. JOHNSON. That is one approach that could be considered.
There are concerns about a critical mass that is needed to support
some of these biomass energy plants, and you need a certain num-
ber of acres within a certain radius of that plant to make it viable.

Whether CRP in and of itself could meet that need in any one
region of the country is something that would have to be looked at.
There may be other sources of that biomass besides the CRP acre-
age that could enter into that business plan for that facility, but
those are things that certainly need to be looked at and discussed.
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Mr. KNIGHT. On the NRCS side, as it pertains to energy, the first
priority was the here and now of energy conservation and the
nexus of conservation practices and energy coming together. We
saw an opportunity this winter with that, and released a tillage es-
timator that provided for folks with just three clicks on the
website.

The fuel savings associated with going from conventional tillage
to no till. We saw that for a very typical operation in the High
Plains, like from Colorado up to Montana, a wheat operation there
would show $9,000 to $10,000 a year in annual savings by going
from conventional till to no till.

We followed that up a little later this winter with a fertilizer es-
timator to try to help producers with the same thing, to do the
what-ifs of fertilizer of fall application versus spring, different
forms of fertilizers or application. There is a tremendous amount
of change occurring with inoculants and inhibitors.

We worked closely with the fertilizer industry on this, and are
showing a lot of savings that can be done again in this $9,000,
$10,000, $15,000 a year annual savings in fertilizer bills, and that
in turn will reduce any potential nitrogen loadings.

The fascinating thing is if you actually had 250 million acres na-
tionwide under auto-steer technology instead of manual steering of
our tractors, auto steer, you would save about $750 million a year
in fertilizer costs, just with precision agriculture, never reducing
those things.

The next one we will release next week will be an irrigation esti-
mator that will be, I expect, very widely used in Colorado and
throughout the arid West to show the savings associated with
water savings. If we save 20 to 30 percent on water savings, you“re

oing to see savings in fuel pumping costs of as much as $52 to

100 an acre.

Mr. SALAZAR. Thank you, Mr. Knight. Do you have a summary
that would set forth what the potential is with respect to energy
conservation with the programs that you were just describing.

Mr. KNIGHT. We certainly will. We will provide that for the
record for you.

Mr. SALAZAR. If you could, provide that for me and I'm sure for
the rest of the members of the committee it would be helpful.

Thank you very much.

Chairman CHAMBLISS. Senator Crapo.

Mr. CraPO. Thank you very much, Mr. Chairman. I want to
thank you as many have because the conservation title of the farm
bill continues to be one of the key portions of that effort we’re un-
dertaking now.

First, Mr. Johnson, I just want to make a statement to you. It’s
a thank you to you and to Secretary Johanns as well as the others
at the Department who have put so much work into the Conserva-
tion Reserve Enhancement Program Agreement with the State of
Idaho recently.

As you know, that agreement which was signed on May 19th,
which we talked about at previous hearings, envisions enrolling up
to 100,000 acres of irrigated cropland in the Idaho Eastern Snake
River Plain Aquifer. That could actually reduce irrigated water
used by 200,000 acre feet annually. It’s going to be a very signifi-
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cant benefit in Idaho for water quality as well as wildlife habitat
and a big assist for the farmers as well. So thank you very much
for making sure that this happened.

I just have one question for each of you, and it actually follows
up on the question that Senator Salazar asked, and that is, I guess
I would like you to just go a little further into the issue. Because
as farmers and ranchers are facing increased pressures, to what ex-
tent are the farmers and ranchers being able to utilize these pro-
grams to address their energy needs?

Mr. KNIGHT. I appreciate the follow-up question. The tillage,
those estimators, have had phenomenal coverage. I can’t remember
the exact number of producers who have gone through, but were
well over the hundreds of thousands of producers who have used
those estimators to be able to go through things.

As I mentioned, we are about able to release the irrigation esti-
mator. I also have one in process now for confined livestock oper-
ations, just because heating and cooling for confined livestock is a
very energy-intensive operation as well.

Then, we also have the opportunities that are coming forth in the
Conservation Security Program, which specifically says we are sup-
posed to be looking at energy conservation and renewable energy
use. We have authority in there for an energy audit. There is a tre-
mendous need for that throughout farm country to be able to re-
spond quickly. We are finding that there is a real challenge in find-
ing qualified auditors to be able to help people on energy audits on
the farm.

We do a small payment within CSP for renewable energy use as
well as energy conservation. So that if you can prove that you used
to use 15,000 gallons of diesel fuel a year, you have made these
changes and you are now doing fewer, then we would do a small,
admitted token payment in CSP, but it is intended to look at these
conservation needs in a much more holistic manner—not just
water, not just soil, but energy as well.

Mr. JOHNSON. From CRP’s perspective, obviously if a producer
elects to enroll their land in CRP and plant to a conserving use
cover, whether it be hardwoods or switchgrass or anything else,
their energy consumption, in terms of tillage practices or fertilizer
or whatever else, is going to be greatly reduced, so that will provide
them a savings. That’s an economic calculation each producer
makes on their own as to their best utilization of their land.

Along with that, the 2002 Farm Bill did give us some special au-
thority on CRP to allow the placement of *Windsor binds for en-
ergy generation on farms. That has been allowed on a case-by-case
basis, decisions at county committee’s level. I can’t tell you the
number of them around the country, but that is another alternative
that relates to energy production on the farm.

Mr. CraPO. Well, thank you. I just would like to tell you I've
held, either I or my staff have held, 25 or 30 town meetings across
Idaho over the last, oh, six or 8 months or so to try to talk about
the upcoming farm bill.

One of the most common inputs that we are getting from those
involved in production agriculture is that perhaps we should con-
sider a very increase in our focus on an energy title or as well as
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the connection between energy and consumption issues and the uti-
lization of other programs, particularly the conservation programs.

Where we can achieve these two objectives, I think it would be
very, very helpful. I encourage your focus on that as we work with
you on developing our approach to the various titles of this next
farm bill.

Mr. KNIGHT. I appreciate that very much. If I could augment our
earlier, both of our statements, one of the things that we have also
done on the energy issue is we found that many people were slow-
ing down implementation of existing EQIP contracts because of the
escalating costs of energy.

PVC pipe for a pipeline is very energy-intensive. Steel costs have
gone up. So we have provided a special initiative to modify the pay-
ment levels under EQIP for some of those older contracts as trying
to be responsive to the energy crisis.

Mr. CrAPO. Well, thank you. That’s exactly the kind of thinking
and the kind of action that I think we need to focus on as we try
to assist in dealing with this issue.

Chairman CHAMBLISS. Senator Nelson.

Mr. NELSON. Thank you, Mr. Chairman.

First of all, I want to suggest that I appreciate the move toward
recognizing the critical areas of cattle, of the cattle industry in
EQIP, giving that a high priority, recognizing that the cattle indus-
try is facing a major challenge of complying with EPA require-
ments, so I appreciate that.

I hope that you can continue to recognize the critical nature of
that industry and the requirement for EQIP to be a major ally for
the cattle industry to come into compliance and avoid having what
would otherwise be a major disruption to the cattle industry, so I
appreciate your taking that into consideration.

I thought I would start off with something positive, but I'm not
going to go to something negative, either. I just wanted to com-
pliment you on it.

Mr. KNIGHT. Thank you, sir.

Mr. NELSON. In your statement, Mr. Knight, you mentioned the
changes in EQIP’s maximum payment limitations and other
changes to the program. I know you have talked about this, but can
you give us an idea of what this has meant to farmers and ranch-
ers and whether or not these changes have actually saved money
and how much, or do they just shortchange agriculture producers?
Do the changes appear to be more beneficial to larger operations
or smaller operations and overall how they affect the conservation
goals that we all are pursuing?

Mr. KNIGHT. There were quite a lengthy list of changes that were
authorized in EQIP and the farm bill that have helped improve the
implementation of the program. Because of the concerns from some
of the larger operations, we can now go up to $450,000 per contract
on EQIP. Yet, our average EQIP contracts, probably hovering
around $20,000. So we can do the larger ones where needed.

We have put checks and balances in on anything that goes up
over $100,000 or $150,000, but you're only talking about a few hun-
dred a year that fall into that category. We have the—Mr. Nelson.
Only a few hundred that would fall into the large?
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Mr. KNIGHT. Into the very large categories, but those are also
very large environmental needs.

Mr. NELSON. Sure.

Mr. KNIGHT. We will also, in order to make sure that we are bal-
anced, launch a limited resource producer initiative and put aside
with a goal of about $10 million this year specifically targeted lim-
ited resource producers, making sure that we are flexible enough
to be able to work in those communities as well. The response has
been outstanding. So we are finding that we are making EQIP
work on both ends of the spectrum.

Our effort and our endeavor on EQIP is to make sure that is size
neutral. We are trying to respond to addressing the environmental
goals of a producer regardless of size of the operation to address
the environmental needs in the community. It has been quite a
ghallenge, but we are pleased with the results we have seen thus
ar.

Mr. NELSON. Would you have any of that information? I don’t
need to know the names of those individuals, but a breakdown of
the large, the number of the large, and the number by category?

Mr. KNIGHT. We will provide that for the record for you, a num-
ber of the large producers. I will also supplement that with a sum-
mation of how we have done with the limited resource initiative as
well and attempt to break it out by livestock class, since most of
them tend to be livestock operations that go into the larger funding
category.

Mr. NELSON. Yes. You discuss the benefits of the RC&D Pro-
grams and then mention that the president’s budget basically cut
the funding in half and sought to half the number of RC&Ds.

Can you explain in ways that we would understand the thinking
behind the cuts in what appears to be a successful and important
program? I guess when you get a program in place, having been
a Governor putting programs in place, I am always concerned
about seeing them cut when they are working. I might not support
increasing the funding for it, but you sure have a difficulty for me
to understand why and how you would cut it.

Mr. KNIGHT. A resource development and conservation program
is really very unique in that it tries to bring together the mutual
goals of both economic development and conservation.

I mean for all too long folks have tended to think of conservation
and economic development as being mutually exclusive, and they
are not. So what it tries to do is marry up economic creation oppor-
tunities with conservation objectives. I have visited a tire recycling
plant in your home state of Nebraska, as an example, of responding
to the needs there.

The desire from the administration’s budget proposal this year
was to send a clear signal that the intent is for these individual
coordinators is to not have that to be an ongoing Federal commit-
ment of the individual staff person.

These councils, many of them, are very vibrant and are being in
enough soft money that they should be able to stand alone so that
we can start making investments into the other counsels that are
on the wait list out there.

We have been under flat funding for the last several years, and
so we find that the RC&D movement is tending to be a closed com-
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munity now. We are not able to bring in new ones. We are funding
only the existing ones and continually having to constrict the fund-
ing on that because of that.

The desire from the president’s budget was to send a signal that
it’s time to think of this in new ways and try to move forward. We
thought that sharing coordinators across council lines would be a
good way of doing that.

Mr. NELSON. Well, I thank you for your explanation. My time is
up, Mr. Chairman, but perhaps I'll talk to Mr. Knight later and try
to get a better idea of what the future is for this program.

Thank you very much.

Chairman CHAMBLISS. Senator Talent.

Mr. TALENT. Thank you, Mr. Chairman.

I appreciated your testimony. It seems to be a thoughtful attempt
to implement these programs. Mr. Knight, I agree with you that
conservation is not only consistent with economic development, I
think there is a growing realization that the two are mutually de-
pendent long-term.

Senator Salazar and Senator Nelson asked several of the ques-
tions I was going to ask, so let me just make a comment and then
just ask an open-ended question of you two. It would be good it
seems to me, and I would like to almost like to say if “for once”
we had, you know, across different committee jurisdictions and
across the Congress a sustained and coordinated policy in an im-
portant area.

I can see one developing in the Congress regarding energy. There
seems to be pretty broad support for at least reasonable incentives
and attempts to conserve, which several senators have asked about,
and also for renewable fuels.

I would hope that in your thinking over the course of the next
6 months to a year, and keeping in mind that a new farm bill is
probably on the way, that you all would be thinking and giving us
your ideas about how we can move constructively in this direction
in a new farm bill.

I mean, what do you think we can do to adapt your programs,
for example, to enhance the production of different kinds of renew-
ables or to enhance the energy conservation efforts you've already
been engaged in? So I think that would be useful. It certainly
would be for me, and I suspect for others.

OK. If you had, what would be for each of you, say, your top two
priorities for these kinds of programs in a new farm bill? I mean,
what would you like to see? I've heard you talk about, you know,
assistance in new information technology. But I mean if the Con-
gress would do the top two things that each of you wanted, what
would they be?

Mr. KNIGHT. I've got to first of all think of it. I appreciate the—
first off, my reaction to the energy issue, one of the things that I
haven’t mentioned that is very key in mind, we’re seeing a wave
of development on waste digesters where we are capturing the
methane off of confined livestock units, off the manure, and con-
verting that into energy or heat for many operations.

We are seeing a large influx of funding both from NRCS in the
EQIP Program and within rural development on waste digesters.
There is a tremendous opportunity there if we look creatively up
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and down the scale of how to turn various waste streams into in-
come streams as it pertains to energy.

We also have our scientists working on being able to answer
some of those questions of the imponderables of how sustainable
can you harvest biomass, how sustainable is a grain-based conver-
sion to ethanol off of soils under no till versus biomass—some of
those sorts of things to really see most productive, least productive
soils, to try to have the best possible status on that. Now, as to the
top two priorities, it may be best at this stage

Mr. TALENT. Mr. Chairman, let me just say it’s really a sign of
how the Congress operates that these two witnesses are nonplused
that a senator is actually asking them their opinion about some-
thing.

[Laughter.]

Mr. KNIGHT. We are plused [laughter].

Mr. TALENT. Look, I don’t want to put you on record with some-
thing—that was a friendly question. If you would rather wait and
give it to me for the record later on, you can, or speak in general
terms, that would be OK.

Mr. KNIGHT. It would be best for us to wait at this time. The sec-
retary has a very methodical process laid out for the listening ses-
sions.

Mr. TALENT. OK.

Mr. KNIGHT. Those papers have been released from the results
of that. The secretary has now released the risk management
paper, a conservation paper will be released very shortly. That is
going to even of itself just open the broad question and not rep-
resent administration policy.

Mr. TALENT. All right, that will be fine. For the record, let me
just add one comment, and then I'm done. Mr. Chairman, my time
is almost up anyway. When you’re thinking about how to dovetail
these programs best with both an energy conservation and renew-
able energy type goals, think in terms of, a little bit in terms of
process.

I don’t want to sound like a lawyer. But how can we change or
adapt this process so as to help produce from the ground up, from
these producers and from our local leaders, more of these ideas?

Like, you were talking about the waste digesters, which I'm sure
that probably came from the ground up, how can we change the
systems of decisionmaking so that we are more open to these ideas
and a quick response to them and implementation of the good
ones? If you would think in those terms, I would appreciate it.

Mr. KNIGHT. Certainly.

Mr. TALENT. Thank you, Mr. Chairman.

Chairman CHAMBLISS. Before I go to Senator Baucus, let me just
repeat the announcement I made before started, and that is we
have a vote which I think has just been called or is about to be
called. We also have a joint session, I think, starting at 11.

Senator Harkin and I intend to adjourn to go vote probably after
Senator Baucus completes his questioning. We are going to come
back and complete this hearing. So any of you who wish to come
back for either additional questions with this panel or questions for
the second panel, obviously we will be here.

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

I want to thank both of you. I think basically the conservation
programs are working pretty well we've got right here at home,
and sure with some likable adjustments around the edges here and
there, but by and large I think we are not too far off the mark. I
might say that we received in Montana over $100 million in con-
servation payments. So it’s big; it’s important.

Second, I think next to Texas we are the largest CRP state.
That’s a mixed blessing as you well know, but still it is very, very
large. About 90 percent of private land in Montana in one form or
another is farmland. Two-thirds of our state is grazing land, the
entire state, some is private and some is public. But this is very
important to us.

I like the idea of thinking about an energy title. The time is ripe,
and I urge all of us to be thinking more seriously about how we
would write that, what it should be. 'm stunned at the interest in
developing, I don’t know how to pronounce the words, “cellulosic
ethanol” products. You know, the figures I've seen, saving about 14
billion—no, I've forgotten the figures.

The point is we could be much more self-sufficient with the de-
velopment of cellulose forms in production of ethanol. It is much
more efficient in terms of sugar content. If you compare corn, much
more efficient, if they can figure out how to do it with an ear of
corn. So, I strongly recommend that.

I might also, though, say that clearly commodity support pay-
ments in the Farm Program are a very important addition to con-
servation. It’s a proper balance that we've got to maintain here. I
know you understand that and agree with that. Agriculture is our
No. 1 industry. In my state, it’s about $2 billion worth. By Montana
standards, that’s a lot. It’s critically important to Montana. I might
say, too, that I urge you to think more about the Grassland Re-
serve Program. The program I think is about 245 million in Mon-
tana alone. I mean, we signed up for 200 million, applications for
200 million, which indicates to me that demand nationwide could
be higher than 254, I've forgotten what the number is, in the pro-
gram.

I would urge you to be thinking about expanding Grassland Re-
serve Programs. Senator Thomas and I have been working. It’s our
idea and it’s going better, frankly, than I expected.

Also, I would be kind of interested in your thoughts on how to
address the problems with smaller communities caused in some re-
spect by CRP. Because so much land is put in CRP that is not
taken out of production that some of the smaller communities, at
least in Montana and I think in other parts of the country, are
hurting.

Of course, it gets to the tradeoff between the younger farmers
and the older farmers. The older farmers, yeah, they like the CRP;
they can go South. The younger farmers say, “Whoa, I can’t buy be-
cause there is nothing there to get into. I want to get into agri-
culture, which is very difficult.”

I'm just curious if you could give me some thoughts of how we
might mitigate some of the adverse consequences, there is com-
pensation and everything, the adverse consequences caused in
small towns by CRP.
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Mr. JOHNSON. Senator, the 2002 Farm Bill required us to submit
a report on the economic impacts of CRP. Analysis was done by
ERS, and I believe the report was submitted in 2004. Overall, from
the big picture, it asserted that CRP did not have a negative im-
pact on rural economies. It did acknowledge that there could be
some isolated local impacts, but they were mitigated usually within
a period of two or 3 years.

So it remains a bone of contention in some parts of the country.
I understand that. But from the best analysis that we have done,
we don’t think that the overall impact is negative, and that’s what
the Department reported back to Congress in 2004.

Having said that, I think it is important as we pursue program
implementation that we do it in such a way that we don’t unfairly
compete in the marketplace for land, enticing it out of production.

This past year we required all our state and counties to do a re-
view of their soil rental rates because we do not want to unfairly
bid against a neighboring farm or a rancher for that land to take
it out of production.

At the same time we don’t want to be below the market rate be-
cause if you aren’t competitive, then no one will put land into the
conservation program, so it’s a matter of finding that balance.

As you are probably aware, some of those rates were adjusted in
Montana as well as some of our other Western states downward,
and then in the Midwest some of those rates were increased.

Across the country we are trying to level these things out and
have our soil rental rates at the market price, because again we
want to be competitive but not unfairly so. We don’t want Uncle
Sam outbidding the local farmers, and at the same time we don’t
want to be below the local cash rental rate.

So it is a matter of finding a balance. We think we have done
the best we can with the program, and that it does offer economic
stimulus and returns to the rural communities in terms of recre-
ation and hunting opportunities.

I was visited by the game director from South Dakota, who was
very concerned. They didn’t want to lose a single acre of CRP be-
cause of the economic benefit that pheasant hunting brought to
South Dakota. So there are economic benefits that return to the
rural community through CRP as well. It’s not a negative.

Mr. Baucus. Well, I know that. I know it’s true. All the things
you've said are true. I just urge you the community is very sen-
sitive to the question that there are tradeoffs.

Mr. JOHNSON. Yes, sir.

Mr. Baucus. I just ask you to be sensitive to the tradeoffs. I'm
out of town. I've got to got, but I do ask you to try to see if there
is a way to increase the amounts for the Grassland Reserve Pro-
grams. It’s very important.

Mr. JOHNSON. We have spent what we were authorized to spend.

Mr. BAucus. I know. But, I mean, you might just kind of go back
through channels or whatever and say, “Hey, we need more here.
The authorization needs to be a little higher here.”

Mr. KNIGHT. I believe both agencies, we have looked for every
creative way we can, but we are at the spending cap on the GRP
until farm bill consideration.
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Mr. Baucus. I know you are. Right, I was just saying that you
can buildup a case, “Hey, we need to expand that,” that would be
helpful.

Mr. KNIGHT. The grasslands look to be probably the most endan-
gered ecosystem in North America. When you put the tall grass,
mid-grass and short grass prairies together.

Mr. Baucus. Thank you, Mr. Chairman. Thank you.

Chairman CHAMBLISS. Thank you.

Gentlemen, we are going to adjourn to go vote. If you will take
a break for a few minutes, we will be back.

[Recess.]

Chairman CHAMBLISS. We will now resume our hearing by call-
ing on Senator Coleman.

Mr. COLEMAN. Thank you very much, Mr. Chairman.

I apologize for missing the testimony of Mr. Knight and Mr.
Johnson. Foreign Relations has taken a great interest in energy
and dependence on foreign oil. We had Chairman Greenspan tes-
tify. He had a lot of good things to say about ethanol and about
the cellulosity ethanol and the impact that ethanol can and will
have in lessening America’s addiction to oil. So I apologize for not
hearing the testimony.

I have two issues that I just want to bring up. One, I do want
to thank Mr. Knight properly on the record for the work that he
does and the NRCS does. They are much appreciated in my state.

Minnesota ranks tops in the country in terms of applicants and
acres for WRP, for the “Wetlands Reserve Program.” I think we
have more folks on a waiting list to sign up, than we even have
in the program. There is great, great demand here.

Here is my concern. I am going to probably ask witnesses in the
next panel to address this also. On the one hand, you know, we
want to be local. We talk about being local, but I get a lot of frus-
tration from, or I hear a lot of frustration from my growers and
producers, about disparity of interpretations of NRCS regulations
between adjacent counties. That is pretty frustrating to folks.

I know it’s a balancing act, but I wonder if you can help me kind
of figure out whether there can be more uniformity in conservation
program implementation over similar regions without losing that
local flexibility?

Mr. KNIGHT. [No microphone.] I appreciate the question. I am
grateful to hear about the work that NRCS has been doing in Min-
nesota.

[Microphone on.] We pride ourselves in having a locally led proc-
ess, which is priority setting, done as close to the grassroots as pos-
sible, as well as making sure that our standards and practices de-
termine how you implement something.

What works in Northern Minnesota is very different than what
works in Southern Minnesota, as you are well aware, so we try to
have the flexibility for that to vary. However, the disparity across
those lines need to be transparent and logical for an individual pro-
ducer to see.

The first course for us has to been to build transparency into our
program implementation so that it makes sense to anybody. If it’s
a black box, it appears to be unfair or maybe even discriminatory,
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and so our first level has been to make things as transparent as
possible.

All or our rules published on the Web so that everybody can have
those. Most of our programs are backlogged, which means that we
rank everything and we accept the program offering in EQIP that
has the greatest environmental goods and services being delivered.

Well, what we’ve done because of that is published the ranking
process as well, so that everybody knows the ranking process be-
fore they submit an application, so that it fits in there.

The practices and standards amass themselves in the “Field Of-
fice Technical Guide” that used to be about five binders like this
[indicating], 3 inches wide, that were sitting only in the office that
nobody could access unless you were an employee.

Those are now on the Web so that everybody can see those prac-
tices and you can compare which practices are utilized in Northern
Minnesota versus Southern Minnesota or, perhaps even more im-
portantly, across state lines from Minnesota to Iowa, and so the
first level of this is the transparency.

You will hear from some of the panelists that follow me how dif-
ficult it is to really change some of these things, especially as it
pertains to changing priorities for different classes of livestock.

We appear to be doing a good job with the beef industry, but
there is a fair amount of dissatisfaction with the swine industry be-
cause the practices don’t quite fit yet, and so it takes a continual
effort to address those.

The first level is transparency, next comes training and recogni-
tion from the individual areas. A third thing is to make sure that
the ranking processes are fair. When we go to a national format for
ranking, I think that will improve the fairness across county and
state lines in the implementation of EQIP.

Mr. COLEMAN. I appreciate your focus and attention to this.

Mr. Johnson, let me just ask you: yesterday, USDA released the
results for re-enrollment and extensions of CRP. The president ac-
tually talked about that in Minnesota in 2004. The original esti-
mates of 15 to 20 percent landowners and in some areas numbers
as high as 50 percent of not re-enrolling.

My concern is, you know, what is USDA doing to address large
numbers of acres that are potentially coming back into circulation?
The impact it has on production, the impact it has on crop prices,
and the impact that has on the hay reserve for ranchers, the im-
pact on conservationists, wildlife and hunting have raised concerns.

Can you talk to me a little bit about what we’re doing to mini-
mize these potential impacts and how do you plan to aggressively
address the next batch of CRP acres expiring?

Mr. JOHNSON. We took the acres that were expiring from 2007
through 2010 and broke them into two groups. There are 16 million
acres expiring in 2007 and another 12 million expiring from 2008
through 2010.

We took the 2007 contracts first, and this January we mailed out
notices to all contract holders about their options to re-enroll or ex-
tend their contract per the president’s commitment in your state
back in August 2004.

Of those, what we announced this week, we announced the re-
sults of our general sign-up, we also announced that of those 2007
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expiring contracts, 73 percent I believe it is, 73 or 74 percent—no,
excuse me, 84 percent, 84 percent of them had taken us up on the
option to extend or re-enroll.

We have a 16 percent slippage or attrition rate, which is not as
great as I might have thought it was. When we looked at historic
offers of opportunities to extend contracts, we saw a range of any-
where from 15 to 25 percent slippage, so here we’ve got 16 at the
low end of it. We are well-satisfied with that, and that does result
in another, you know, million-plus acres coming back into produc-
tion.

Individual landowners and producers make their decisions based
upon their own local economic conditions and what they think they
can best utilize that land for. But it I was right in the ballpark of
what we expected historically and we are satisfied and pleased that
84 percent of them are extending their contracts.

Mr. COLEMAN. I appreciate that. Thank you.

Thank you, Mr. Chairman.

Chairman CHAMBLISS. NRCS, demand for it is increasing and yet
the funding for conservation operations budget is declining. What
are you doing to control costs and otherwise address this reality of
budget declines?

Mr. KNIGHT. The budget declines over the last few years in tech-
nical assistance have been very great, of course increasing ear-
marks, but as significant was the $10 million reduction for Katrina,
an across-the-board reduction as well. So we have taken many
steps to try to contain costs.

I have a freeze throughout the Agency on new vehicles. I have
a freeze on major IT asset purchases as well, to be able to contain
those costs. We have been able to avoid any major need to—we
haven’t had to let go any permanent employees. A few states have
had to make adjustments on temporary employees, or they have
been shifted to other assignments.

One of the key things on the Conservation Operations Account
has been for the first time we have put national priorities in place
to clearly manage this as a program, have priorities, what we are
trying to achieve, a manual that strictly says what should and
should not be done into to make sure we are managing the pro-
gram as efficiently as we possibly can.

Long-term, the next phase is to really look at what is the work
that is being done there, are there ways to automate and increase
efficiencies in there. We are looking for everything we can. It is a
small example of efficiencies that come from there, but since CTA
provides that basic underlining planning work, I will give you this
example.

We do a lot of engineering work. We have saved nearly $700,000
by doing a nationwide buy of the AutoCAD software that our engi-
neers do instead of buying that piece by piece. We are looking for
every one of those kinds of savings we can do to constrain cost, so
that we can put as many people on the ground as we possibly can.

Chairman CHAMBLISS. Last month, the EPA released a
“Wadeable Streams Assessment,” and in that EPA found that 42
percent of streams are in poor condition, 25 percent are in fair con-
dition, and 28 percent are in good condition. Nitrogen, phosphorus,
and sediment were the most common stressors.
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NRCS began the Conservation Effects Assessment Project in
order to measure and understand how conservation programs pos-
sibly affect the natural environment. What do we know from that
study, and will it help us make decisions for the next farm bill?

Mr. KNIGHT. We have tried to streamline the SEEP process in
order to have some preliminary results in time for this committee
and others’ consideration for the next farm bill. Certainly the larg-
est quandary that not just USDA Natural Resources’ agencies but
everybody working on natural resources has is: how do you meas-
ure the impact of what we are doing?

We have 70 years of experience in soil and water conservation,
and probably a little less than a decade on air. We know we are
doing good things, but it is very difficult to evaluate which is the
most effective. Terraces versus no till? What does greater ground-
water recharge in Georgia? Is it small dams and ponds, or is it
water conservation on the irrigation systems? That is our desire to
ultimately get to with SEEP is to be able to have a series of models
that will help us make that evaluation at as local a level as pos-
sible for the effectiveness of that conservation investment.

SEEP is certainly a long-term investment. We hope to have a few
initial results, but I'm fearing they will be sketchy for the 2007
Farm Bill. But it’s important to think of SEEP as a long-term in-
vestment for conservation effectiveness. The participation within
USDA and with the other Federal agencies has been outstanding.

ARS is a major player in SEEP as well as CSREES. EPA has an
individual loan to us as a liaison to help us in the relations with
that. We are working closely with the wildlife community to have
as robust as possible program to be able to provide answers not
just for this farm bill, but for Agency management into the future
of the next farm bill.

Chairman CHAMBLISS. The “April 2006 GAO Report” on the Con-
servation Security Program cites weak internal controls and the
lack of quality assurance in case file documentation as factors that
have led to CSP payments duplicating other conservation program
payments. It also found that wildlife habitat assessment criteria
vary widely by state. How are we addressing these deficiencies?

Mr. KNIGHT. That particular report was done from the snapshot
of the 18 pioneer watersheds from 2004. Many of the suggestions
that came from that report were, quite frankly, as a result of some
of our internal efforts.

We have an O&E process that we use internally to learn from
those things. We had already made the changes on the internal
controls to guarantee that we did not have duplication or multiple
payments.

We have done similar things on the wildlife arena, though costs
constraints are always a challenge there. We have a statutory limi-
tation in CSP that we cannot do more than 15 percent as technical
assistance. That means that certain disciplines within the Agency
that love to go to the field, my wildlife folks, the range scientists,
have a certain frustration that they are not going to the field ahead
of the completion of a CSP contract. We have instead automated
that and use the indexes. I think we have responded fully and com-
pletely to all the things that were outlined in that report.
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Chairman CHAMBLISS. Mr. Johnson, we talked about the admin-
istrative cost per acre per contract on our programs, and you are
going to submit that to us. Would you also give us the technical
assistance cost per acre for CRP and CRP enhancement programs
at the same time you provide the other information?

Mr. JOHNSON. I certainly will. I will be glad to do that.

Chairman CHAMBLISS. The USDA announced the results of the
latest CRP sign-up and the results of the contract extension and
re-enrollment offer on Monday of this week. What’s the total cur-
rent enrollment for CRP? Please walk us through the allocation for
each subset such as continuous sign-up, CREPs, et cetera. How
many acres will be extended or re-enrolled?

Mr. JOHNSON. On the re-enrollments and extension, as I men-
tioned earlier, there are 28 million acres expiring between 2007
and 2010. We broke those into two pieces. What we announced yes-
terday or earlier this week was that of the 2007 contracts that
were expiring, 84 percent of those folks have taken us up on the
offer to re-enroll, that is 84 percent and that is 16 million acres.

Contracts that are expiring from 2008 through 2010, those pro-
ducers and landowners have been given until the end of this
month, the end of June, to come into their county FSA Office and
pay a compliance fee so that the paperwork can follow that will
allow them to take us up on that offer as well.

So it will probably be sometime in mid-July or late July before
we have all that data in our computer system to say exactly how
many, what percentage of that 12 million acres is taking us up on
the opportunity to re-up. I don’t have any reason to think that that
will be dramatically different than the people in 2007. If it stays
true to that, we are looking at a 16 percent slippage rate overall.

Now, as far as the number of acres assigned, we have a 39.2 mil-
lion acre cap. We are currently at 36.7 after the sign-up, which
about 400,000 acres of the million we just accepted were expiring
contracts that were enrolled. We have some room to work.

Of that I think we are anticipating, correct me if I'm wrong,
about 400,000 acres a year for Continuous CRP and CREP. The
president’s budget this year had a 2.5 million acre general sign-up.
Obviously, we didn’t achieve that.

We will be reassessing as far as what we plan for the next year,
whether we need to develop some new tools to encourage a more
robust sign-up in our continuous practices in our CREPs.

I will say that the three CREP agreements I mentioned that
were focused on water conservation in both Colorado and Nebraska
and Idaho have been enthusiastically received. We have seen very
strong interest there, and so those acres might chew up fairly
quickly.

Likewise, with the Presidential Quail Initiative, which the Chair-
man helped us kick off a year or two ago down in South Georgia,
we have seen strong interest there with almost a hundred thou-
sand acres enrolled; we had only budgeted 250,000 acres. That is
going very quickly.

We have seen, perhaps, a reduced interest in our general sign-
up acres where we only have a million acres being enrolled in this
general sign-up. We are seeing in other parts of our continuous and
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