AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO

AGRICULTURE, RURAL DEVELOPMENT, FOOD
AND DRUG ADMINISTRATION, AND RELATED
AGENCIES APPROPRIATIONS FOR 2009

HEARINGS

BEFORE A

SUBCOMMITTEE OF THE
COMMITTEE ON APPROPRIATIONS
HOUSE OF REPRESENTATIVES

ONE HUNDRED TENTH CONGRESS
SECOND SESSION

SUBCOMMITTEE ON AGRICULTURE, RURAL DEVELOPMENT, FOOD AND
DRUG ADMINISTRATION, AND RELATED AGENCIES

ROSA L. DELAURO, Connecticut, Chairwoman

MAURICE D. HINCHEY, New York JACK KINGSTON, Georgia

SAM FARR, California TOM LATHAM, Iowa

ALLEN BOYD, Florida JO ANN EMERSON, Missouri
SANFORD D. BISHOP, Jr., Georgia RAY LAHOOD, Illinois

MARCY KAPTUR, Ohio RODNEY ALEXANDER, Louisiana

JESSE L. JACKSON, JR., Illinois
STEVEN R. ROTHMAN, New Jersey

NOTE: Under Committee Rules, Mr. Obey, as Chairman of the Full Committee, and Mr. Lewis, as Ranking
Minority Member of the Full Committee, are authorized to sit as Members of all Subcommittees.

MARTHA FOLEY, LESLIE BARRACK, JASON WELLER, and MATT SMITH,

Staff Assistants
PART 3

Page
Department of Agriculture ...............ccccoocoiiiiiiiiiiniiiiiiieeeee e 1
Departmental Administration ...............cccccccoeviiiiniiiiieciiieceeeeee e 578
Office of the Chief Financial Officer ...............cccccoeiiiiiniiiniiinniinieciiee 746
Office of the Chief Information Officer ..............cc.ccocoviiiniiniiiniinninnnen. 812
Office of the General Counsel .................coccoiiiiiiiiiiiiiiiiee e 993
Office of CommUNICAtIONS ..........ccoceiiiiiiiiiiiiiieeeeee e 1056
Office of the Chief EcCOnomist .............ccccooiiiiiiiiiiiiniiiiiieieceeseeeee e 1106
National Appeals DivViSIOn ........ccccccceeviiiiiiiiiieiieeceiee e sere e eee e 1125
Office of Budget and Program Analysis .............ccoccoeviiniiiiniiniiiiniecieee 1131
Homeland Security Staff ................. . 1135
Office of Civil Rights ......................... . 1147
Office of Congressional Relations . 1170
Office of Inspector General ..................cccoooiiiiiiiiiiiiniiee e 1177

Printed for the use of the Committee on Appropriations



PART 3—AGRICULTURE, RURAL DEVELOPMENT, FOOD AND DRUG ADMINISTRATION,
AND RELATED AGENCIES APPROPRIATIONS FOR 2009



AGRICULTURE, RURAL DEVELOPMENT, FOOD
AND DRUG ADMINISTRATION, AND RELATED
AGENCIES APPROPRIATIONS FOR 2009

HEARINGS

BEFORE A

SUBCOMMITTEE OF THE
COMMITTEE ON APPROPRIATIONS
HOUSE OF REPRESENTATIVES

ONE HUNDRED TENTH CONGRESS
SECOND SESSION

SUBCOMMITTEE ON AGRICULTURE, RURAL DEVELOPMENT, FOOD AND
DRUG ADMINISTRATION, AND RELATED AGENCIES

ROSA L. DELAURO, Connecticut, Chairwoman

MAURICE D. HINCHEY, New York JACK KINGSTON, Georgia

SAM FARR, California TOM LATHAM, Iowa

ALLEN BOYD, Florida JO ANN EMERSON, Missouri
SANFORD D. BISHOP, Jr., Georgia RAY LAHOOD, Illinois

MARCY KAPTUR, Ohio RODNEY ALEXANDER, Louisiana

JESSE L. JACKSON, JR., Illinois
STEVEN R. ROTHMAN, New Jersey

NOTE: Under Committee Rules, Mr. Obey, as Chairman of the Full Committee, and Mr. Lewis, as Ranking
Minority Member of the Full Committee, are authorized to sit as Members of all Subcommittees.

MARTHA FOLEY, LESLIE BARRACK, JASON WELLER, and MATT SMITH,

Staff Assistants
PART 3

Page
Department of Agriculture ...............ccccoocoiiiiiiiiiiniiiiiiieeeee e 1
Departmental Administration ...............cccccccoeviiiiniiiiieciiieceeeeee e 578
Office of the Chief Financial Officer ...............cccccoeiiiiiniiiniiinniinieciiee 746
Office of the Chief Information Officer .............c.cccocoviviiiiiiiiiiiniieeciees 812
Office of the General Counsel .................coccoiiiiiiiiiiiiiiiiee e 993
Office of CommUNICAtIONS ..........ccoceiiiiiiiiiiiiiieeeeee e 1056
Office of the Chief EcCOnomist .............ccccooiiiiiiiiiiiiniiiiiieieceeseeeee e 1106
National Appeals DivViSIOn ........ccccccceeviiiiiiiiiieiieeceiee e sere e eee e 1125
Office of Budget and Program Analysis .............ccoccoeviiniiiiniiniiiiniecieee 1131
Homeland Security Staff .............cccooooiiiiiiiiiiic e 1135
Office of Civil Rights ..........ccccoiiiiiiiiiiiiiee e 1147
Office of Congressional Relations .............ccccccoeiiiiiiiiiiniiiicciec e 1170
Office of Inspector General ..................cccoooiiiiiiiiiiiiniiee e 1177

U.S. GOVERNMENT PRINTING OFFICE
48-056 WASHINGTON : 2009



COMMITTEE ON APPROPRIATIONS
DAVID R. OBEY, Wisconsin, Chairman

JOHN P. MURTHA, Pennsylvania
NORMAN D. DICKS, Washington
ALAN B. MOLLOHAN, West Virginia
MARCY KAPTUR, Ohio

PETER J. VISCLOSKY, Indiana

NITA M. LOWEY, New York

JOSE E. SERRANO, New York

ROSA L. DELAURO, Connecticut
JAMES P. MORAN, Virginia

JOHN W. OLVER, Massachusetts

ED PASTOR, Arizona

DAVID E. PRICE, North Carolina
CHET EDWARDS, Texas

ROBERT E. “BUD” CRAMER, JR., Alabama
PATRICK J. KENNEDY, Rhode Island
MAURICE D. HINCHEY, New York
LUCILLE ROYBAL-ALLARD, California
SAM FARR, California

JESSE L. JACKSON, JR., Illinois
CAROLYN C. KILPATRICK, Michigan
ALLEN BOYD, Florida

CHAKA FATTAH, Pennsylvania
STEVEN R. ROTHMAN, New Jersey
SANFORD D. BISHOP, JRr., Georgia
MARION BERRY, Arkansas

BARBARA LEE, California

TOM UDALL, New Mexico

ADAM SCHIFF, California

MICHAEL HONDA, California

BETTY McCOLLUM, Minnesota
STEVE ISRAEL, New York

TIM RYAN, Ohio

C.A. “DUTCH” RUPPERSBERGER, Maryland
BEN CHANDLER, Kentucky

DEBBIE WASSERMAN SCHULTZ, Florida
CIRO RODRIGUEZ, Texas

JERRY LEWIS, California

C. W. BILL YOUNG, Florida
RALPH REGULA, Ohio

HAROLD ROGERS, Kentucky
FRANK R. WOLF, Virginia

JAMES T. WALSH, New York
DAVID L. HOBSON, Ohio

JOE KNOLLENBERG, Michigan
JACK KINGSTON, Georgia
RODNEY P. FRELINGHUYSEN, New Jersey
TODD TIAHRT, Kansas

ZACH WAMP, Tennessee

TOM LATHAM, Iowa

ROBERT B. ADERHOLT, Alabama
JO ANN EMERSON, Missouri

KAY GRANGER, Texas

JOHN E. PETERSON, Pennsylvania
VIRGIL H. GOODE, Jr., Virginia
RAY LAHOOD, Illinois

DAVE WELDON, Florida
MICHAEL K. SIMPSON, Idaho
JOHN ABNEY CULBERSON, Texas
MARK STEVEN KIRK, Illinois
ANDER CRENSHAW, Florida
DENNIS R. REHBERG, Montana
JOHN R. CARTER, Texas
RODNEY ALEXANDER, Louisiana
KEN CALVERT, California

JO BONNER, Alabama

RoB NABORS, Clerk and Staff Director

aIn



AGRICULTURE, RURAL DEVELOPMENT, FOOD
AND DRUG ADMINISTRATION, AND RE-
LATED AGENCIES APPROPRIATIONS FOR
2009

WEDNESDAY, FEBRUARY 13, 2008.

DEPARTMENT OF AGRICULTURE
WITNESSES

EDWARD SCHAFER, SECRETARY OF AGRICULTURE
CHUCK CONNER, DEPUTY SECRETARY OF AGRICULTURE

Dr. JOSEPH GLAUBER, ACTING CHIEF ECONOMIST, DEPARTMENT OF
AGRICULTURE

W. SCOTT STEELE, BUDGET OFFICER, DEPARTMENT OF AGRI-
CULTURE

OPENING REMARKS

Ms. DELAURO. Good morning. The hearing will come to order.

Welcome. Many thanks to all of you for being here today. I want
to truly welcome everyone, and particularly I would like to welcome
Secretary Schafer. Good to see you today. We had an opportunity
yesterday to catch up for a bit in advance of today’s hearing. And
I offer you my congratulations.

Secretary SCHAFER. Thank you.

Ms. DELAURO. And good luck, and I truly do look forward to
working with you in the next several months.

I am pleased again to be with the subcommittee members and
our Ranking Member, Mr. Kingston, as we begin the hearings for
the fiscal year 2008 agricultural appropriations bill. I think it is
2009. In any case, that is where we are, 2009.

I have said before, and so many of you have heard this before
but I will repeat, that the issues that we confront on this sub-
committee really do speak to what I view as the core responsibil-
ities of the Federal Government. The work that we do here affects
people’s lives every day: keeping the control healthy and safe; pre-
serving and strengthening our rural traditions, our traditional com-
munities; thinking about problems like energy and its relationship
to agriculture and what we can do in that area. And those are
issues that are on the horizon. They are not just focused on what
is our need today, but what we need to try to do in the future.

And I believe that the USDA has a great opportunity to meet
those obligations to its citizens: consumers who want safe drugs
and food; farmers who rely on fair and functioning markets; chil-
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dren who need healthy food to be able to meet their full potential,
and rural communities that need new opportunities to thrive.

In order to achieve these goals, the agency must make sure that
its actions keep up with its word. And I am afraid that with the
budget that we have before us today, that may not be possible.
With gross spending for all USDA programs in our bill, before off-
sets, cut by $402 million below 2008, we are going in the wrong di-
rection. The WIC program, rural development, conservation, and
research, all will encounter major shortfalls.

Let me also add in terms of program termination, Community
Connect broadband grants, community facility grants, farm labor
housing, commodity supplemental food programs, multi-family
housing direct loans, rural business grants, renewable energy pro-
grams, Section 9006 self-help housing grants, single-family housing
direct loans, value-add producer grants—these are programs that
are all eliminated. I believe that that is a problem.

So I think that the trends are going in the wrong direction. Let
me make a few specific comments about areas that I have concern
with in the budget.

Country of origin labeling continues to be a problem. I am afraid
that its implementation is not moving it in an effective or timely
manner. If we are in fact facing delays with COOL, we must know
why and exactly how the USDA plans to get it back on track. Nei-
ther the subcommittee nor the American people should be willing
to stay patient and to be able to just trust the administration con-
sidering the department’s past record on COOL. I hate to say that
the latest proposed user fee seems to be more of the same, thus an-
other delaying tactic.

Animal ID is also moving far too slowly. We have already made
a significant investment, $118 million initiative, yet the program
will not meet its January 2009 goal to have all registration com-
plete. The previous Secretary indicated the program should be
made mandatory, and then did the opposite. I have asked for clear
cost estimates, and then received only a vague answer. No one
should expect a blank check from this subcommittee.

In addition, I am concerned that the budget undermines the pri-
orities this administration has outlined in the new Farm Bill. With
the conservation title, for example, the administration has pro-
posed expanding it for the next five years. Yet this budget proposal
includes significant cuts. The list goes on. Examples of a budget
that flies in the face of the Farm Bill, the administration’s rhetoric,
and our nation’s priorities.

Some nutrition programs like CSFP that currently serves
473,000 are zeroed out, while others like WIC are both short-fund-
ed and allow for no increase in participation despite current trends.
Rural development programs are short-funded as well, eliminating
funds entirely, as I mentioned, for community facility grants, rural
business enterprise, and opportunity programs.

So, Mr. Secretary, I believe we have room for improvement in a
number of areas. I thank you very, very much for being here today.
I look forward to asking you about these concerns, some of which
I expressed to you when we met yesterday. And I thank you in ad-
vance for working with us today and in the days to come.
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And I also am mindful that you were not the one that put to-
gether this budget. But regardless, again, as I said yesterday, you
are the Secretary. You are the person to whom we need to address
our questions and our concerns and figure out the ways in which
we can carry out our goals and missions.

Ultimately, all appropriations reflect our priority mission. We
have big goals, and it is the detail, the budget and the basics that
we discuss here today, that get us there. And I view, and I believe
that you view, that we have the opportunity and the responsibility
to get it right.

So I thank you for being here. And with that, I would like to
yield my time and recognize our Ranking Member, Mr. Kingston.

Mr. KINGSTON. Thank you, Madam Chair. And let me welcome
the Secretary and his team here. I am not going to say much. I do
think that it is necessary to reduce the budget. I think that this
budget is a good reflection of some of the needs that are out there.
I would frankly like to see you go further. But I know that this
committee always likes to have a good discussion about these mat-
ters, and we will.

But I think that it is time that the agencies and the cabinets in
Washington take a look at their budgets and try to figure out
where there are some savings. So I applaud you on that. I think
it is a good step. But I also know that in this process, there will
be a lot of discussion in the months to come. And the chairwoman
and I work closely on these things, and have philosophical dis-
agreements here and there, but we are all very pro-rural America.
And I know that you are pro-rural America as well.

Before you leave, if you would——

Ms. EMERSON. I am going to come right back. I am going to come
back. So you guys go ahead. I will be back.

Mr. KINGSTON. And that concludes my statement, if Mrs. Emer-
son wants to say anything on that.

Ms. EMERSON. That is all right. I am happy to say welcome. But
I will be back.

Mr. KINGSTON. She has the normal task of all of us to be in two
places at once. So that is why Congress was interested in the
cloning bill. [Laughter.]

Mr. KINGSTON. But I will yield back.

Ms. DELAURO. How did you vote on that bill, Jack, by the way?

I will ask my colleagues, members of the subcommittee, for open-
ing statements and to put those in the record because we will pro-
ceed to testimony, Mr. Secretary. And I understand that your full
statement will be put into the record. And we ask you to make your
comments and summarize in any way that you see fit.

SECRETARY SCHAFER OPENING STATEMENT

Secretary SCHAFER. Thank you, Madam Chairwoman. I do have
some brief oral comments that supplement my written testimony,
which we will submit for the record. Thank you for the opportunity
to appear before the committee and the distinguished members of
the committee.

I am pleased to appear here to discuss the fiscal year 2009 budg-
et recommendation for the Department of Agriculture. I am joined
today at the table by our Deputy Secretary, Chuck Conner, whom
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I believe you all know well. Our Budget Officer, Scott Steele, is on
my left. And Joseph Glauber, our Acting Chief Economist, is here
with us as well.

I am grateful that the President provided me with this oppor-
tunity to serve the people of the United States in this role. And I
will do my very best to promote and preserve and enhance the mis-
sion of the Department. And I hope that this is the beginning of
us developing a relationship between the Department and this com-
mittee.

And I can assure you, Madam Chairwoman, that while I am sit-
ting in the chair of Secretary of Agriculture, we will give you the
information you need. We won’t have vague answers. We will make
sure that we develop a working partnership and relationship here
so that we can support you with the information you need to make
your decisions.

I am also really pleased to be able to lead this Department at
a time in history when the agriculture economy has never been
stronger. Market prices are at or near record levels for virtually all
of our major crops, and income for 2007 in the agriculture arena
will exceed $85 billion. That is up $18 billion over the year before.

Except for 2006, net cash income has been above $80 billion for
each of the last five years. And we released just yesterday the esti-
mates for 2008, which will establish a new record of over $96 bil-
lion of net cash income from farms and ranches in 2008.

I look forward to working with you, Madam Chairwoman, as well
as the other members during this 2009 budget process to ensure
that we have the resources that we need to continue making a posi-
tive impact on the well-being, the safety, and health of all Ameri-
cans, while maintaining our fiscal responsibility.

We are proud that the USDA’s recommended 2009 budget ad-
vances the President’s goal of achieving a balanced federal budget
by 2012, while also encouraging economic growth and enhancing
our security.

Although I am new to the Federal budget process, and as you
made the comment that I wasn’t involved in generating this budg-
et, certainly I have faced many challenges in developing budgets at
the State level. As a Governor for eight years, I was required to
make tough decisions on budget issues because of a balanced budg-
et requirement by law in our State.

Today I think we face similar challenges, trying to keep spending
under control to meet the President’s deficit reduction goals. But
by focusing on priority spending, we believe that we present a good
budget and sound budget for the Department.

USDA’s total budget authority request pending before this com-
mittee proposed an increase from $88 billion in 2008 to $93 billion
in 2009, while the discretionary appropriation request is at $17.4
billion, a decrease, as you mentioned, of approximately $400 mil-
lion from the 2008 enacted level.

The budget before you proposes to terminate about $1 billion in
lower priority earmarks and programs that duplicate other activi-
ties. But I would like to point out that even with a tight overall
framework, this budget requests that additional funds be allocated
to food safety, to nutrition, and high priority bioenergy research.
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The budget requests nearly one billion in appropriated funds for
the Food Safety and Inspection Service, a record level of funding.
This funding will ensure that the demand for inspection is met,
and will build on our success in improving the safety of the food
supply. We will continue to pursue the development and implemen-
tation of inspection systems that are better grounded in science,
and that can increase the speed in which we detect and respond
to outbreaks of food-borne illness.

Our budget supports increased participation and food costs for
the Department’s three major nutrition assistance programs: Food
Stamps, WIC, and Child Nutrition.

The budget also includes additional funding for bioenergy re-
search aimed at increasing the efficiency of converting cellulose to
biofuels. Under the National Research Initiative, USDA will sup-
port efforts to develop and enhance feed stock sources and biocata-
lysts for cellulosic conversion. The Agricultural Research Service
will focus on developing sustainable and efficient production of en-
ergy from a variety of agriculture sources and products, and ena-
bling on-the-farm processing of cellulosic feed stocks.

Our budget also provides support to ensure that critical program
delivery systems are maintained so that the infrastructure is in
place to build upon and meet the demands of implementing the
new Farm Bill legislation and addressing other needs in rural
America.

The budget proposes funding needed to increase enrollment in
our conservation programs at a record level of acres. These pro-
grams are essential to protecting and preserving our land, our
water, and our air resources now, and for our future generations.

Our budget provides $15 billion for Rural Development pro-
grams. This level of support maintains USDA’s role in financing
rural home ownership, rural utilities and business and industry,
and includes almost gl billion to protect the rents of low income
rural residents.

Within this program level, we are proposing to shift the empha-
sis from grants to loans, and from direct loans to loan guarantees.
And I believe, Madam Chairwoman, you made some comments
about the grants, and we will point out that we are not eliminating
that support, that we are moving from grants to loan guarantees,
which still allows the support programs to be delivered. These
shifts really do allow us to continue to address the priorities of this
committee and the agency, but at a lower cost to the taxpayer.

All Americans, in particular our farmers and ranchers, know the
importance of a healthy economy. It creates jobs and it boosts in-
come. So keeping American agriculture strong means that we must
continue to build on our recent successes in trade.

We are forecasting record agriculture exports of $91 billion in
2008, an increase of $22 billion in just the last two years. USDA
has worked aggressively, along with USTR, to open new markets
for %merican farmers and ranchers. And those efforts are showing
results.

Progress was made when the President signed the trade pro-
motion agreement with Peru last December. Congress can continue
to help create jobs and economic opportunity by passing the pend-
ing free trade agreements. Colombia, Panama, and South Korea
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are on the table now, and together with Peru, those four countries
can provide the potential for $3 billion of increased agriculture ex-
ports from the United States. And we can see how important that
trade is to our economy.

To further support the pending free trade agreement with Colom-
bia, I am hosting a CODEL to Colombia in mid-March. And I
would invite you, Madam Chairwoman, to join us, and other inter-
ested members, and all Members of Congress to join me to learn
firsthand how the free trade agreement between our two countries
can increase economic opportunities for our farmers and ranchers
here in the United States while helping to improve the lives of our
Colombian friends.

We also need to secure a new Farm Bill, Madam Chairwoman.
A little more than a year ago, the Administration announced a
comprehensive set of Farm Bill proposals for strengthening the
farming economy in rural America. These proposals represent a re-
form-minded, fiscally responsible approach to supporting America’s
farmers and ranchers in our rural communities.

We are working with Congress to shape a new Farm Bill, but as
of today we don’t have that new legislation in place. Because of
that, the President’s 2009 recommended budget for USDA is based
on the provisions of the 2002 Farm Bill. It also reflects the Admin-
istration’s new proposal. We do expect some changes to be made in
the budget estimates when the new Farm Bill gets passed and
signed by the President, and I am confident that will happen.

In closing, I would like to emphasize that this budget provides
the critical response and critical resources that we need to keep our
agriculture economy strong, and it is in keeping with the Presi-
dent’s policy of funding the highest priorities while restraining
spending.

Madam Chairwoman, I do submit my comments for the record,
and our team is pleased to now take your questions.

[The information follows:]
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Ed Schafer
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Food and Drug Administration, and Related Agencies
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Madam Chairwoman and distinguished members of this Committee, | am
pleased to appear before you to discuss the fiscal year (FY) 2009 budget for the

Department of Agriculture (USDA).

! am joined today by Deputy Secretary Chuck Conner, Scott Steele, our Budget

Officer; and Joseph Glauber, our Acting Chief Economist.

This is my first appearance before the Committee. | am grateful that the
President has provided me this opportunity to serve the people of the United States,
and | will do my very best to promote, preserve and enhance the mission of the
Department. | come from an agriculture state and understand the important role the
Department plays in the lives of many Americans. 1 look forward to working with you,
Madam Chairwoman, as well as the other Members, during the 2009 budget process to
ensure that we have strong programs that serve not only U.S. agricuiture, but a broad
spectrum of rural residents and consumers. By continuing the effective cooperation

between this Committee and the Department, we can build a stronger America.
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| am confident that | can build upon the progress of Secretary Mike Johanns and

Deputy Secretary Chuck Conner. After reviewing the record, | am proud to report that

the Department has made significant progress in achieving its goals to improve the rural

economy, strengthen U.S. agriculture, protect America’s natural resources, and improve

nutrition and health. Specifically, | would like to note:

Under President Bush’s economic policy, rural America and U.S. agriculture has

prospered.

Renewable energy production continues to grow and is contributing to the energy

security of the United States as well as improving the farm economy.

U.S. agricultural exports were at a record level of $82 biflion in 2007. That's an
increase of 55 percent since 2001; a record level of $91 billion is currently
forecast for 2008. This would be an unprecedented increase of $22 billion in just

the last two years.

USDA continues to pursue the President’s trade agenda that will create new
market opportunities overseas and ensure the United States remains a leader in
a rules-based global trading system. In this regard, we are continuing our efforts
to achieve a successful conclusion to the Doha Round of multilateral trade
negotiations -- one that will provide fundamental reform of agricultural trading

practices and spur economic growth and development.
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In the future, as in the past, our long-term economic growth will also be enhanced
by supporting international trade, by opening world markets to U.S. goods and
services and by keeping our markets open. Progress was made in our efforts to
remove trade barriers and ensure a level playing field for U.S. farmers and
ranchers when the President signed the Trade Promotion Agreement with Peru
last December. Congress can continue to help create jobs and economic
opportunity by passing the pending Free Trade Agreements with Colombia,

Panama and South Korea.

To further support the pending Free Trade Agreement with Colombia, | will lead a
CODEL to Colombia mid-march. | would like to invite you, Madam Chairwomen,

and other interested members of Congress to join us.

The Department continued its efforts to regain our beef export markets. We have
reopened or maintained the markets in over 40 countries that closed or
threatened to close their borders to U.S. beef products after the first detection of
BSE. Recently, Peru, Colombia, Panama, and the Philippines have removed
their remaining restrictions for beef and beef products in accordance with

international guidelines.

In December 2007, the Department made the first major revision of the
Supplemental Food Program for Women, infants, and Children (WIC) food

package in nearly 30 years. The changes take into account an improved
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understanding of nutritional requirements as well as the changing profile of

supplemental nutrition needs of WIC’s diverse population.

* Actions were taken to improve the safety of meat, poultry, and egg products, by
identifying contamination earlier and reducing the exposure to foodborne

pathogens.

¢ The 2006 supplemental funding provided the resources for USDA to work with
domestic partners to prepare for a potential influenza pandemic. Through these
efforts, we have played a leadership role in the worldwide effort to stop the
spread of the H5N1 virus overseas and have increased our preparedness to deal

with an outbreak should one occur.

In 2007, the Administration announced a comprehensive set of Farm Bill
proposals for strengthening the farm economy and rural America. The 2009 budget is
based on the current Farm Bill and refiective of Administrative proposals. The
enactment of the new Farm Bill may affect some of the 2009 budget estimates

depending on specific provisions.

2009 Budget

Although | did not participate in the development of the 2009 budget, Deputy

Secretary Conner conducted an in-depth review of USDA’s budget and program
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performance in order to develop a budget that meets the Administration’s 2009 budget
targets and contributes to the President’s policy reducing the deficit and balancing the
Federal budget by 2012. Tough choices had to be made to keep spending under
control and achieve the President’s deficit reduction goals. Therefore, this budget funds
the Department’s highest priorities, while reducing or terminating duplicative or lower
priority programs, including earmarks. | believe this is a responsible budget that funds
critical programs and focuses efforts on programs that work and achieve results. Key

priorities in the budget include:

Reducing trade barriers and expanding overseas markets;

» Increasing funding for bioenergy research in support of the President’s goal for

achieving energy independence;

» Supporting policies that enhance job creation, improve rural infrastructure, and

increase homeownership opportunities;

+ Ensuring Americans continue to enjoy a safe and wholesome food supply;

* Protecting agriculture from diseases and pests;

¢ Increasing funding for our major nutrition assistance programs;
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* Providing for a record number of acres in conservation programs; and

» Carrying out high priority basic and applied sciences that provide the technology
and information necessary for the development of innovative solutions facing

American agriculture.

The USDA'’s total budget authority request pending before this committee
proposes an increase from $88 billion in 2008 to $93 billion in 2009, while the
discretionary appropriation request is $17.4 billion, a decrease of approximately
$400 million below the 2008 enacted level. The discretionary appropriation request is

based on the 2008 enacted level.

I would now like to focus on some specific program highlights.

Food and Agriculture Defense Initiative

USDA continues its vigilance in ensuring the safety of our food and agriculture
system. The Department is a strong partner in the Administration’s efforts to prepare fol
any potential bioterrorist attack. We are working to ensure an appropriate Government

response to a wide array of threats.

To protect American agriculture and the food supply from intentional terrorist

threats and unintentional pest and disease introductions, the budget proposes
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$277 million for USDA'’s part of the President’'s Food and Agriculture Defense Initiative.
Funding for on-going programs is $264 million, an increase of $81 million from the 2008
fevel. Of the total amount for on-going programs, an increase of about $14 million for
Food Defense would enhance research to safeguard the Nation’s food supply from
foodborne pathogens and pathogens of biosecurity concern. For Agriculture Defense,
the budget includes an increase of about $20 miltion for research to improve animal
vaccines and diagnostic tests. An additional $47 million would be used to improve
USDA's ability to safeguard the agricultural sector through enhanced monitoring and
surveillance of pest and disease threats, improve animal identification, strengthen
response capabilities, and other efforts, such as an expansion of the National Veterinary

Stockpile.

In order to keep USDA in the forefront of avian disease research, the budget
requests $13 million to proceed with the design and planning of the Biocontainment
Laboratory and Consolidated Poultry Research Facility in Athens, Georgia. This facility
is critically needed to conduct research on exotic and emerging avian diseases that

could have devastating effects on animal and human heaith.

Food Safety

One of the Department’s top priorities is to ensure the safety of our food supply.
The 2009 budget requests record funding of nearly $352 million, an increase of about

$22 million over 2008, for the Food Safety and Inspection Service (FSIS) to protect the
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Nation’s supply of meat, poultry and egg products. About 80 percent of the FSIS
funding goes for staff pay for Federal and State inspection programs to meet the
demand for inspection services. With this funding, in addition to providing necessary
food inspection, FSIS will continue to develop the food safety infrastructure to ensure
that inspections systems are better grounded in science and inspector observations and
data are captured and used in a timely manner. The objective is to reduce the risk of

foodbome pathogens in meat, poultry and processed eggs and consequent infection.

The budget estimates that $140 million in existing user fees for voluntary
inspection will be collected. We will submit authorizing legislation to Congress to
expand these collections, adding another $36 million in new user fees. These fees will
be used to offset needs in 2010, so they have no direct effect on 2009. The proposed
legistation will authorize a licensing fee projected to collect $92 million from meat,
poultry, and egg products establishments based on their volume. An additional
$4 million would be collected from establishments that require additional inspection
activities for performance failures such as retesting, recalls, or inspection activities

linked to an outbreak.

Farm Program Administration and Agriculture Credit Programs

_The budget requests $1.5 billion for the Farm Service Agency to defiver farm

programs. This level of funding will support approximately the same number of staff
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years as in 2008. The budget includes funding to support on-going operational needs

based on current programs and the current delivery system.

USDA's farm credit programs provide an important safety net for farmers by
providing a source of credit when they are temporarily unable to obtain credit from
commercial sources. The 2009 budget supports about $3.4 billion in direct and
guaranteed farm loans. The 2009 budget proposes loan levels that generally refiect

actual usage in recent years.

Crop Insurance

Crop insurance is designed to be the primary Federal risk management tool for
farmers and ranchers. In 2009, crop insurance is expected to provide coverage for
nearly $72 billion in risk protection, more than double the amount of coverage provided
as recently as 2000. This growth has been accomplished, in part, through the
development of new and innovative plans of insurance. These innovations have
expanded coverage to new crops or improved the coverage available under existing

policies.

Over the years, Congress has challenged USDA to expand the availability of
crop insurance to under-served commodities, in particular, to livestock and pasture,
rangeland, and forage. It is my understanding that USDA is meeting that challenge.

Currently, the crop insurance program offers revenue protection for swine, fed cattle,
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feeder cattle and lamb. In 2007, the crop insurance program began offering two
innovative pilot programs covering pasture, rangeland, and forage. The programs
proved to be highly popular with farmers and ranchers and, in 2008, the pilot area is

being expanded to provide additional information on program performance.

For 2009, the budget re-proposes legisiation to initiate a small participation fee in
the Federal crop insurance program to fund modernization and maintenance of a new
information technology (IT) system. Modernization of the {T system would improve
program efficiency and provide the capacity needed to keep pace with the ever
expanding workload for developing new crop insurance products. The fee would
generate about $15 million annually, which would initially supplement the annuai
appropriation to modernize the IT system. However, in future years, the fee wouid
replace appropriated funding for IT maintenance. Based on current program indicators,
we estimate that the fee would amount to about one-quarter cent per dollar of premium
sold. In addition, the budget proposes to expand on language included in the 2008
Appropriations Act by inciuding IT modernization as an authorized purpose for
mandatory funding aiready provided under the Federal Crop Insurance Act. Either

approach could be implemented without increasing the Federal budget deficit.

international Programs

Expanding access to overseas markets and securing a level playing field are

critical for the continued prosperity of America’s farmers and ranchers. Future growth in

-10 -
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demand for our agricultural products is primarily going to occur overseas, particutarly in
developing countries which are experiencing rapid economic growth and rising incomes.
We must, therefore, ensure that our producers and exporters have the tools they need

to be competitive in a rapidly expanding global marketplace.

Our 20092 budget proposals support our continued commitment to opening new
markets and expanding trade. Increased funding is provided for the Foreign Agricultural
Service (FAS) to maintain its overseas office presence and continue its representation

and advocacy activities on behalf of American agriculture.

For the foreign food assistance programs, the budget continues to place the
highest priority on meeting emergency and economic development needs of developing
countries. The 2009 request for appropriated funding for the McGovern-Dole
International Food for Education and Child Nutrition Program is $100 million. This level
will allow USDA to extend school feeding and educational benefits to about 2 million
women and children during 2009. The program is helping children in countries with
severe educational and nutritional needs. In recent years, more than 15 miilion children
throughout the worid have received benefits from the McGovem-Dole program and its

predecessor, the Global Food for Education Initiative.

The budget requests appropriated funding of $1.2 billion for the P.L. 480 Title 1|

program, which provides emergency relief needs and addresses the underlying causes

of food insecurity through non-emergency programs. In addition, to help improve the

<11-
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timeliness, efficiency, and effectiveness of the U.S. Government’s response to food
needs overseas, increased flexibility is requested in the purchasing of Title 11
commodities. As the President said in his State of the Union message, this flexibility is
important to help break the cycle the cycle of famine. In countries like Bangladesh, this
authority would have allowed us to provide more assistance, quicker, to those affected

by the cyclone several months ago.

The budget requests funding of $12.5 million in the Office of the Secretary to
support the Department's efforts to assist in agricuiltural reconstruction activities in
Afghanistan and Iraq. USDA is providing technical advisors assigned to the Ministry of
Agriculture in Iraq, who are assisting in agricultural economics and planning, soil and
water policy, extension, and food safety and animal inspection. This collaboration
supported the development of the first national strategic plan for agriculture under the
new government. Other USDA agricultural advisors are serving on the Provincial
Reconstruction Teams (PRTs) working in the rural provinces of Afghanistan and Irag on
activities such as soil and water conservation, irrigation and water management, grain
and seed storage, post-harvest loss reduction, marketing system improvements, and
livestock health, nutrition, and breeding. These advisors are providing much needed
assistance in addressing a wide range of problems brought on by years in some cases
decades, of neglect and mismanagement in the agricuitural sectors of these two
countries. Additional funding will be needed for USDA to continue to be a key player in

these areas.

-12-
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Conservation

USDA fosters environmental stewardship through conservation programs
supported with appropriated and mandatory CCC funding. Since 2001, USDA has
provided assistance to farmers and ranchers resulting in conservation on more than 130

million acres of land.

The 2009 budget reflects a strong commitment to conservation and includes
nearly $4.6 billion in mandatory funding. Of this amount, $775 million is needed to
suppc)m the Administration’s Farm Bill proposals. This funding will be allocated among
the various conservation programs described below when new program levels are

established by the Farm Bill.

Within the total amount of mandatory funds, the budget proposes $181 million for
the Wetlands Reserve Program (WRP). The projected WRP enroliment for 2009 is
approximately 100,000 acres, and will bring the total acreage enrolled in the program to
2,275,000 acres, the maximum level authorized by the 2002 Farm Bill. The WRP is the
principal support program of the President’s goal to restore, protect, and enhance
3 million acres of wetlands by 2009. The Administration’s Farm Bill proposals for WRP
would provide the funding necessary to achieve an annual enroliment goal of 250,000

acres.

~13-
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The Conservation Reserve Program (CRF) accounts for more than half of the
mandatory funds with total funding of just under $2 billion. Enroliment in CRP is
expected to decline by about 2 percent to 34.2 million acres in 2009 due to expiring
contracts and the conversion of farmable land to crop production. Funding for the
Environmenta! Quality Incentives Program (EQIP) will increase by $50 million to just
over $1 billion to protect more than 24 million acres in 2009. The budget includes
$360 million for the Conservation Security Program (CSP). This level of funding is
expected to support more than 25,400 contracts signed in prior years. The
Administration’s Farm Bill proposals would increase funding for these programs to
increase enroliment and treat more acres. in addition, these proposals would reduce

the complexity of conservation programs to encourage greater participation.

The 2009 budget includes $801 million in discretionary funding for on-going
conservation work. This level of funding supports programs that provide the highest
quality technical assistance to farmers and ranchers and address the most serious
natural resource concerns. The budget includes savings of $136 million from the
elimination of funding for earmarked projects, duplicative programs, and programs that
do not represent a core responsibility of the Federal government. No funding is
proposed for the Resource Conservation and Development Program and the Watershed

and Flood Prevention Operations Program.

14-
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Rural Development

USDA'’s Rural Development (RD) programs support the quality of life and
economic opportunities in rural America by providing financial support for housing,
water and waste disposal and other essential community facilities, electric and
telecommunication facilities, broadband access, and business and industry. This
support includes direct loans and grants and guarantees of loans made by private

lenders.

The 2009 budget supports a program level of $14.9 billion for the RD programs.
This level is similar to the level requested in the 2008 President’s budget, but is about
$3.6 bitlion less than the amount appropriated for 2008. The difference is due primarily
to a reduction in electric loans and the elimination of direct loans for single family
housing. The budget supports shifting resources to address the highest priority

programs.

The 2009 budget includes almost $1 billion for rental and voucher assistance to
protect the rents of 230,000 low-income households. This is $518 milfion more than the
amount appropriated for 2008. Of this amount, $100 million is for vouchers that will
promote choice by providing the rental subsidy directly to the low-income tenant. Within
the last few years, the period to renew expiring rental assistance contracts has been

reduced from five years to one year. This action provided initial budget savings but

215-
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increased the number of expiring contracts and, hence, the funding needed for

renewing these contracts in 2009 and beyond.

With regard to single-family housing, the 2009 budget reflects a shift from direct
to guaranteed loans as proposed for 2008. This shift wouid reduce the cost of providing
homeownership opportunities in rural America in a manner than is consistent with the
administration of other Federal housing programs and sustainable as a long-term policy.
Guaranteed loans have accounted for aimost alf the growth in USDA’s single-family
housing program since the mid-1990’s and have proven to be effective in reaching low-
income as weli as moderate income households. The 2009 budget includes $4.8 billion
for such loans, an increase of $658 million and an amount estimated to provide about

43,000 homeownership opportunities in rural America.

For the water and waste disposal program, the 2009 budget supports $1.3 billion
in direct loans, $75 million in guaranteed loans and $220 million in grants, for a total
program level of $1.6 billion, which is a slight increase over the program levei for 2008.
The 2009 budget does not repeat the 2008 budget proposal to change the interest rate
structure for direct loans, but it does reflect a sizeable shift from grants to direct loans.
This shift achieves substantial budget savings while maintaining a high level of financial

assistance that most rural communities can afford to repay at low interest rates.

For the electric program, the 2009 budget supports $4.1 billion in direct loans for

distribution, transmission, and power generation improvements. This level is expected

216 -
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to meet the anticipated demand. it does not include funding for new base-load
generation facilities. [f legislation to authorize a fee to cover all subsidy costs is
enacted, additional loan funding for financing new baseload generation will be
considered. It is the Administration’s policy that the Department of Energy be the sole

source of financial support for nuclear power generation facilities.

The 2009 budget supports almost $300 million in broadband access loans and
$20 million in distance learning and medical fink grants. The funding is sufficient to
meet expected demand. It is anticipated that new program regulations for the
broadband program will be in place for 2009 to ensure proper administration of the

program and that more assistance will be directed to areas without existing providers.

Based on recent trends in applications and the potential availability of carryover,
the 2009 funding level for Business and industry guaranteed loans is $700 million. In
addition, the budget supports almost $33 million in zero-interest direct loans for

intermediary relending.

Research

Research to improve the quality and productivity of America’s food production

and distribution system has contributed to the strength of American agriculture. By

improving the competitiveness of agricuitural research, we will continue to post gains in

agricultural efficiency and production. The Administration strongly believes that merit-

-17-
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based, peer-reviewed grants represent the best mechanism for providing the highest
quality research. In support of this approach, the 2009 budget for the Cooperative State
Research, Education and Extension Service (CSREES) includes a $19 million increase
for the National Research Initiative (NRI), the Nation's premier competitive research
program for fundamentai and applied sciences in agricuiture for bioenergy and biobased
fuels, a continuing high priority of the Administration. The NRI aiso supports integrated

projects that focus on water quality, food safety, and pest management.

The budget aiso supports the Administration’s goal for earmark reform to bring
greater transparency and accountability to the budget process. In this regard, the
budget proposes to eliminate $144 million in earmarked projects within CSREES. The
budget also proposes to modify the Hatch and Mclntire-Stennis formula programs. This
proposal will expand multi-state research programs and direct a higher proportion of
these funds to competitively awarded research projects. This will ultimately foster
greater competition and improve the quality of USDA supported research. As proposed
in the 2008 budget, the 2009 proposal would sustain the use of Federal funds to
leverage non-Federal resources, maintain program continuity, facilitate responsiveness
to State and local issues, and leverage and sustain partnerships across institutions and

States.

The budget for the Agricultural Research Service (ARS) includes $47 million in

increases for high priority research conducted in areas such as emerging and exotic

diseases of livestock and crops, bioenergy, plant and animal genomics and genetics,

- 18 -
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and human nutrition and obesity prevention. Funding increases for these critical
research priorities are offset by the discontinuation and redirection of $105 million in
lower priority programs as well as the elimination of $41 million in Congressional

earmarks.

Finally, the budget includes $39 million to complete the 2007 Census of
Agriculture, the most comprehensive source of statistically reliable information regarding
our Nation’s agriculture. With information collected at the national, State, and county
levels, the Census provides invaluable, comprehensive data on the agricultural

economy which are relied upon to keep agricultural markets stable and efficient.

Nutrition Assistance

The budget supports increased participation and food costs for the Department’s
three major nutrition assistance programs -- Food Stamps, WIC, and Child Nutrition.
For WIC, the budget supports an average monthly participation of 8.6 million in 2009, up
from 8.5 miltion in 2008. Food Stamp monthly participation is estimated at 28 mitllion,
about 200,000 above the 2008 level. School Lunch participation is estimated to grow a
little over 1 percent to keep pace with the growing student population to a new record

level of 32.1 million children per day.

For Food Stamps, legislation will be reproposed to allow participation of certain

households currently not eligible due to retirement and education savings accounts,
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child care expenses, and military combat pay. These re-proposals will also include
legislation to close a loophole that some States used to enroll people not intended to be
served by the program. For 2009, the budget includes increased funding to assess
ways to increase participation among the eiderly and the working poor, two populations
that historically have been underserved. In addition, funds are also included to study
ways to improve the application process as well as for nutrition education so that we

can continue to refine the program.

The President’s appropriation request is $6.1 billion for WIC and will provide
benefits to 8.6 million average monthly participants. Language is reproposed to cap the
national average grant per participant for State administrative expenses at the 2007
level, which will reduce overall financial requirements by about $145 million in 2009.
This reduction will encourage States to seek ways to be more efficient without affecting
core services. In addition, the budget is reproposing to limit automatic WiC income
eligibility to Medicaid participants with household incomes that fail below 250 percent of
the Federal poverty guidelines. The automatic eligibility provisions for Medicaid
participants make some people with incomes up to 300 percent of poverty eligible, well

above the 185 percent of poverty WIC statutory standard.

The Food and Nutrition Service is working with the States to implement the

revised WIC food packages rule promulgated in December. The new rules allow the

States to offer fruits and vegetables, whole grains, and more fiexibility to offer foods
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likely to appeal to a variety of cuitural preferences which will improve WIC’s ability to

achieve its nutritional objectives.

The budget reproposes the elimination of the Commodity Supplemental Food
Program (CSFP), since the program is only available in limited areas, and overlaps with
two of the largest nationwide Federal nutrition assistance programs ~ Food Stamps and
WIC. USDA intends to pursue a transitional strategy to encourage the 30,000 women,
infants and children that are eligible for WIC to apply for that program, and to encourage
434,000 elderly CSFP recipients to apply for the Food Stamp Program. As part of this
strategy, the budget provides resources for outreach and temporary transitional food
stamp benefits to CSFP participants 60 years of age or oider. These benefits would
equal $20 per month for the lesser of six months or until the recipient starts participating
in the Food Stamp Program. Overall the Food Stamp Program budget includes

$72 million for the transition in 2009.

The Department has had great success in promoting healthy eating habits and
active lifestyles with MyPyramid, the new MyPyramid for Pregnant and Breastfeeding
Women and associated web-based, interactive tools. There have been 4.3 biilion hits to
MyPyramid.gov and 3.2 million registrations to MyPyramid Tracker, the on-line tool that
assesses diet quality and physical activity status, since MyPyramid was made available
April 2005. The budget includes an increase of $2 million to update and improve these
popular tools plus develop the 2010 Dietary Guidelines for Americans. USDA has the

lead in developing the Dietary Guidelines — the basis for determining benefit levels in
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Food Stamps, School Nutrition Programs, WIC and others, as well as for Federal
nutrition policy and nutrition education activities. This supports the HealthierUS
Initiative, which is aimed at improving diets and increasing physical activity in order to

reduce obesity in America.

Department Management

The 2009 budget continues to support the overall management of the
Department. Increased funding is being sought for selected key management priorities

including:

» Reviewing agency compliance with civil rights laws in program delivery and
affirmative employment goals, while providing effective outreach to ensure equal and

timely access to USDA programs and services to all customers.

« Ensuring that ethics oversight and the delivery of ethics services to the agencies is

carried out in a consistent manner with clear accountability in the USDA program.

« Providing oversight of program delivery by conducting audits and investigations and

limiting fraud, waste, and abuse throughout USDA.

¢ Funding rental payments to the General Services Administration and security
payments to the Department of Homeland Security to provide USDA employees with

a safe working environment.

-22 -
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In closing, | want to emphasize that the USDA budget fully supports the

President’s goals and funds the Department’s highest priorities.
That conciudes my statement. | look forward to working with Members and staff

of the Committee and | will be glad to answer questions you may have on our budget

proposals.
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COUNTRY OF ORIGIN LABELING

Ms. DELAURO. Thank you very much, Mr. Secretary.

Let me start with an issue that I mentioned in my remarks, and
that is country of origin labeling. We need to make sure that USDA
is on track and is going to implement COOL on time. I am con-
cerned that we are not on track to follow the law and to be able
to deliver the effort on time.

As I said again, I believe that consumers have a right to know
where their food is coming from. According to Food and Water
Watch surveys, they have shown that over 80 percent of Americans
want to know where their food comes from. The government, espe-
cially USDA, you have the responsibility to do that.

We have a choice to avoid products that come from a country
with a proven bad safety record when we know where they are
coming from. You know, we have labels today for toys, clothes, elec-
tronic gadgets, but we appear not to have and can’t get to having
labels for what we put in our body and what we feed our family.
I think there needs to be a common sense approach to make in-
formed decisions about this effort.

I will be straight out with you. I believe that there continues to
be foot-dragging where it concerns COOL. Last year the House pro-
vided direction, a timeline to USDA to assure that the Department
would implement the labeling law on time. USDA, unfortunately,
missed the very first milestone.

This committee directed that AMS republish a proposed rule for
covered commodities by January 17, 2008. We are past that, a
month past that milestone, and we are still waiting to see the pub-
lished rule. Despite assurances from the staff that AMS is on track
to meet the final September 30th deadline, the track record so far
really doesn’t bode well.

Do you expect, Mr. Secretary, to meet the September 2008 dead-
line for the other commodities?

Secretary SCHAFER. I do. I have been catching up within the De-
partment on this issue, and I am aware that we missed the Sep-
tember 17th deadline. But I believe that the agency has the re-
sources and the dedication to be able to deliver this public policy
by October 1st.

Ms. DELAURO. And that includes all products, or just the—is that
fruits, fresh fruits and frozen fruits and vegetables, or it is with all
the beef products, et cetera?

Secretary SCHAFER. We are proceeding for all products.

Ms. DELAURO. All products.

Secretary SCHAFER. The Farm Bill, there are some issues in the
Farm Bill that may change this. We don’t know what is going to
come out of——

Ms. DELAURO. Well, you are accurate on some of the concerns
within the Farm Bill. And what I don’t want us to do is to go down
a road that says, okay, and a few we can’t get to resolve on the
Farm Bill, though I will, as you will, work as hard as we can to
make sure that we get a Farm Bill.

What is the ability, if there are delays on the beef side of this
issue, to deal with other commodities, to separate them out and get
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us on our way to where we need to go with the produce, with the
fruits, vegetables, et cetera?

Secretary SCHAFER. We are proceeding along the line that
this——

Ms. DELAURO. That we are going to do that?

Secretary SCHAFER. That the public policy will be initiated on Oc-
tober 1st, and we will be prepared to deliver.

Ms. DELAURO. Thank you. Let me also talk about the user fee
proposal because I think that there is some concern with that ef-
fort, what ultimately winds up being a grocery store tax. And I
think that that is the way it will be perceived, and that has its own
set of repercussions.

Given the delays surrounding the COOL over the years, my view
is, as I again said in my opening remarks, that this is another de-
laying tactic. You are proposing legislation that would allow you to
collect, deposit fees in an interest-earning account, and then use
the fees and interest for random compliance audits on retail stores.

Let me see if I can get a better understanding. What is the basis
for the compliance checks? How would the compliance audit regi-
men differ from USDA’s other food labeling and certification activi-
ties at the retail level? And how would a staff of ten, as proposed
in the budget, cover 37,000 retail stores? How will USDA collect
the fees from 10,000 grocery stores? And how have the food retail-
ers responded?

Secretary SCHAFER. Maybe Deputy Secretary Conner can walk us
through that.

Mr. CONNER. Madam Chair, let me just say that in terms of en-
forcement of the country of origin labeling, I don’t think the par-
ticular fee that is being proposed is going to impact that in terms
of our audit and enforcement requirement. Obviously, we are pro-
posing a

Ms. DELAURO. That we don’t need the fee?

Mr. CONNER. Well, we need the fee because the budget is tight,
Madam Chair. Now, if the fee is not provided, my point simply is
that that doesn’t mean we are not going to enforce country of origin
labeling, and I don’t want to leave the subcommittee with that par-
ticular thought.

We are proposing an annual $260 fee for retailers. Now, that
would be assessed against them. That would generate, I believe,
9.5, $9.6 million of revenue that we would use then to offset the
general costs. But I want to be clear that that does not mean that
if the money is not provided, this is not going to be an excuse for
us to come in and say, we cannot do COOL. Okay? I want to be
clear——

Ms. DELAURO. So with that, we are keeping to the September
30th deadline here?

Mr. CONNER. That is correct.

Ms. DELAURO. With whatever we want to do. And what has been
the response from the retailers?

Mr. CONNER. Well, let me just say I have not

Ms. DELAURO. Are they going to hear about it?

Mr. CONNER. I have not had any direct contact from them. I am
certain they are preparing a response in this regard. I have no
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doubt that they don’t like it. Most of them do not like the manda-
tory country of origin labeling rule to begin with, anyway. So——

Ms. DELAURO. And keeping in mind in that regard, I took very
seriously the earlier notions that we were loading on costs. And all
along, the issue was, well, what are you going to be—what addi-
tional fees and costs are you going to put on industry and others,
et cetera? So we have been trying to not add additional costs to be
able to make sure that the costs are streamlined so we are not
dealing with undue burdens.

But I have your commitment that this is not getting in the way
of any focus in terms of meeting the deadline that we have estab-
lished last year?

Mr. CONNER. You do indeed.

Secretary SCHAFER. That is correct. And Madam Chairwoman, I
have just—to step back for a minute, I have some good

Ms. DELAURO. I would very much like to hear why we missed the
first milestone, which I haven’t heard yet. So, I mean, whether
you—what has been the—why?

Secretary SCHAFER. I am asking the same question.

Ms. DELAURO. Thank you. Do we have an answer, Mr. Conner?

Mr. CoNNER. Well, Madam Chair, I think the September 30th
date is the key milestone here. And that is, I think, what we are
focusing on. That is what the subcommittee is focused on, that this
is operational this September.

Now, this has been a tough challenge for USDA, Madam Chair.
And I just—I will represent the interests of a lot of good career
people who are devoting a lot of time to this issue. I mean, we have
had, I believe, four legislative changes since the 2002 Farm Bill to
country of origin, labeling dramatic changes in terms of implemen-
tation.

We have been debating a Farm Bill for a year that has some fair-
ly dramatic changes as well. That is not the easiest environment
by which to put in a very, very major program. And this is a major
program.

Now, having said that, again, we are going to meet that Sep-
tember 30th date. But I will defend a little bit why we are not hit-
ting absolutely every milestone on the money here because of—
there has been problems along the way.

Ms. DELAURO. Well, but the milestone deals with the rule. And
so you have to have a rule before we are going to meet the date.
So that is why, understanding where you are. Now the milestones
were put in there, the dates were put in there, so we could get an
understanding of what was happening, what was going on.

So I believe that we need—you have truly an obligation to get
back to us to let us know—I understand the problems and I under-
stand good career people doing that. But you also have to have a
rule that is forthcoming in order to do this.

Secretary SCHAFER. Yes.

Ms. DELAURO. When are we going to have a rule?

Mr. CONNER. Well, remember, we put out the proposed rule in
2003 on this before we started having other legislative activity in
this way. So we have

Ms. DELAURO. That is the point. 2003.
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Mr. CONNER. Yes. So we haven’t been sitting on this. We re-
opened comments on it based upon the most recent legislative
changes, I believe some time last year, if I remember the early part
of the year.

So again, we have been moving on this, Madam Chair. And we
are going to have this for you on September 30th.

Ms. DELAURO. Well, I really, truly would love to have you get
back to us on it. And I understand, and I would want to hear back
on when we are going to deal with the proposed rule. I know the
comment period was extended, the June 7th additional comment
period. Please let us know——

Mr. CONNER. We will communicate with you on that. Yes.

Ms. DELAURO [continuing]. How we are moving along this con-
tinuum so that this subcommittee is not in the dark. Thank you.

[The information follows:]

COUNTRY OF ORIGIN LABELING

USDA has developed a report regarding the implementation of country of origin
labeling (COOL) provisions of the 2008 Farm Bill. We expect the report to be deliv-
ered to the House and Senate Agriculture Appropriation Subcommittees shortly.
Our plan is to publish the rules in time to implement COOL by September 30th.

Mr. KINGSTON. Madam Chair, what is this? Do you know off-
hand? It may be a motion to adjourn.

As I understand it, we are angry at you guys, and I am sure we
are right. [Laughter.]

Mr. KINGSTON. I am sure we are right, but I am not sure why.

Mr. BoyD. Are you angry?

Mr. KINGSTON. Absolutely.

Mr. Boyp. Tell us why you are angry.

Mr. KINGSTON. Well, I am not completely sure why we are mad.
But I am saying it is for good cause. I know that. But I think, actu-
ally, it has to do with FISA and that there may be a series of dila-
tory tactics. And the reason why I was asking that is because I was
wondering what the Secretary’s schedule was and what the chair-
woman’s schedule is and how we may navigate this, this unpleas-
ant situation, which you all no doubt caused. [Laughter.]

Mr. Boyp. No doubt.

Mr. KINGSTON. Defending my position as a minority member
here.

Ms. DELAURO. I just would add a further. I thought members, at
least a number of members, were on their way to California for the
memorial service in California for our colleague, Tom Lantos. So I
am surprised at the votes, to be very honest with you, and I—it is
not today? The funeral is today.

Mr. KINGSTON. Yes. I thought that was in the Capitol.

Ms. DELAURO. No. That is tomorrow. That is the memorial serv-
ice tomorrow.

Well, obviously they made an order so that we are voting this
morning. I don’t know. Maybe you could tell us something about
how many dilatory votes there will be, in which case we

[Laughter.]

Mr. KINGSTON. Let me ask my staff to find out.

Ms. DELAURO. I have plenty of time for the hearing.

Secretary SCHAFER. As do we. We are on it.
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ALTERNATIVE FUEL

Mr. KINGSTON. In the time remaining, Mr. Secretary, there is a
big national debate about corn being devoted for ethanol as we try
to make the six million gallons of alternative fuel. And I think—
isn’t it six that comes from corn ethanol, or four? I know the num-
bers have changed.

But anyway, the debate being is that the corn requires nitrogen
and a lot of energy to convert, and then it diverts it from food
stock. And in the South, we can’t get it anyhow because we don’t
have enough infrastructure to get enough of the corn ethanol. And
yet, of course, we are interested in biodiesel. We are interested in
ethanol, but we would like to see it come from other sources.

How is the USDA geared up to that? Because there is a huge
consensus in Congress right now to get off Middle East oil and
come up with alternatives.

Secretary SCHAFER. | appreciate the question because this is one
we deal with a lot and it is one I have personal interest in as well.
The merging of energy and agriculture is starting to be a huge
issue. And you point out the positive aspects of it is developing a
dependency-free energy resource in the United States of America
today is important for us.

This budget includes research in bioenergy feed stocks. And I
think the important issue here on the feed versus fuel debate is as
we move to the cellulosic feed stocks for ethanol, it moves away
from price-distorting efforts on corn. And the resultant efforts in
wheat and other crops as well is that acreage is moved into corn
and out of other commodity products.

So the research effort, I think, is to take the next step, which is
to move the feed stocks into non-feed-distorting prices. There is $59
million in the budget to generate this research, including facilities
that can advance the technology. And that is like a $20 million in-
crease, I believe.

And we think this is an important mission of the agency, and we
are very prepared and interested to pursue a line of renewable en-
ergy that is based on feed stocks that will not distort prices in com-
modity programs.

Mr. KINGSTON. Well, I want you to know that this committee on
a bipartisan basis is fairly united on alternative fuel. So we are in-
terested in that debate, and we want to be part of any thinking
that you have in terms of being able to help you.

SAVANNAH SUGAR REFINERY

Another question that I wanted to ask is provincial. We had a
sugar refinery explosion in Savannah last week, a tragedy. Six peo-
ple were killed and about 30 or 40 were severely burned. But from
an economic—so a human tragedy is huge, but then on the eco-
nomic standpoint, I understand that that refinery supplied some-
thing like 60 percent of the syrup in the country in terms of sugar.
I am not 100 percent sure what the number is, but I know that
our refineries are really down in America at the time when sugar
almost has an oversupply because of the Mexican imports because
of the NAFTA restraints coming off it.
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I wanted to bring that up to you. I don’t have a proposal about
that right now, but is there anything that the USDA could help in
terms of maybe a transition or bridge economically, or low interest
loan to help the folks get this refinery back on line as soon as pos-
sible? It could be down for two years. We just don’t know yet. They
are still trying to find two more bodies, it is such a mess.

Secretary SCHAFER. Chuck, do you want to

Mr. CONNER. Well, Congressman, let me just say that in terms
of the assistance, we might want to look at a potential business
and industry loan application. RD is a possibility here. My under-
standing is that plant—the 60 percent figure, that plant processes
a lot of imported sugar that is brought into the United States, proc-
essed, and shipped back out because it is not—it doesn’t have a
quota for import and use in the United States. And I believe that
plant is about 60 percent of that imported market, but then is re-
exported as part of that.

So it is an important consequence down there. It is probably not
going to directly so much impact the U.S. sugar supplies as it will
the amount of sugar exports going back out of this country.

But perhaps we ought to sit down and see if there might be a
fit within one of our RD portfolios to see about some help there.

[The information follows:]

SAVANNAH SUGAR REFINERY

USDA staff have met with representatives from Imperial Sugar to discuss pro-
grams in the Department that could help with the reconstruction of their facilities
and provide other assistance to the community. One program that is available is the
Business and Industry (B&I) Guaranteed Loan Program, which can provide loan
guarantees up to $25 million. Rural Development staff will be traveling to the site
to continue these discussions in the near future.

Mr. KINGSTON. Okay. I will yield back my time for now, and hope
we do, if possible, do another round. And I appreciate that.

Secretary SCHAFER. And Congressman, from USDA, we extend
our sympathies and condolences to your constituents that were in-
jured in

Mr. KINGSTON. It is actually Mr. Barrow’s district, but he and I
both live in the county and we are very involved in it, both of us.

Ms. DELAURO. Congressman Hinchey. There are about five min-
utes left in the vote. I think you will be able to get your questions
in. I am going to make a suggestion that what we do is that after
that, we go to vote, we come back, and then if there are subsequent
votes, then we do this—we move on a rotating basis so we can keep
the hearing going.

Mr. HINCHEY. Well, thank you, Madam Chairman.

And Mr. Secretary, thank you very much and congratulations.
We are very happy to see you and happy that you are in this posi-
tion. We need somebody who is very competent and capable to run
this very important operation.

Secretary SCHAFER. That is Chuck. [Laughter.]

Mr. HINCHEY. As I was about to add, you are surrounded with
competent people with whom we are very familiar. And I think it
is the other way around also.

I think that one of the major problems we are facing, obviously,
is the allocation of resources in this country. We are seeing, on a
large scale, how the administration is focusing more and more re-
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sources, more and more of our tax money, on military spending,
which is now up about more than 60 percent of the overall budget,
and the domestic spending is somewhere in the neighborhood of 40
percent of less.

And all of that is having very negative consequences. We are now
spending more on the military than every other country in the
world combined. So obviously we are overdoing it.

And we need a policy that is going to refocus our attention on
our domestic, internal needs. And I think agriculture is one of the
significant aspects of that. And I know that one of the con-
sequences of the budget recommendations that we are confronting
is the elimination of the Commodities Supplemental Food Program,
the Renewable Energy Program in the agricultural context. The
Resource, Conservation, and Development Program also goes away.
Grassland Reserve Program. Wildlife Habitat Incentive Program.
The Watershed Survey and Planning program. All of those are ei-
ther dramatically reduced or completely eliminated.

And that is a great deal of concern for all of us who come from
rural areas, even in the state of New York, for example. So I just
hope that we can work with you and focus our attention on this
issule, and get a budget that deals with these issues more effec-
tively.

BIOFUELS INITIATIVE AND FOOD COSTS

We are also facing a general economy that is in very questionable
condition now. It looks like a recession. The question is how deep
and how long that recession is going to be. And one of the major
aspects of that is also inflation. We are seeing a dramatic rise in
the cost of oil, but we are also seeing a dramatic rise in the cost
of food.

And that dramatic rise in the cost of food, some of which is asso-
ciated with the biofuels program, is having already a very negative
impact on a lot of people. The poverty level in America is increas-
ing. Malnutrition is going up. And the ability of families to function
properly is being impacted by this.

So I am wondering if you or other members can talk to us about
how this biofuels initiative, which is drawing more and more agri-
cultural land out of the production of food, raising the price of food,
particularly cereals and things of that nature which are basic and
fundamental to middle income and lower income people across the
country, how does it make any sense for us to do that, particularly
when all the new scientific research shows clearly that the produc-
tion of biofuels is more expensive and it has a more negative im-
pact on global warming? How can we reverse this process and pay
more attention to the need for food and fiber and nutrition of the
growing population across America?

Secretary SCHAFER. Congressman Hinchey, I may ask our Acting
Chief Economist for some comments here, as he has looked at the
impacts of this budget on the economy and on the lifestyles of peo-
ple in rural areas.

Mr. GLAUBER. Thanks very much. Let me address a couple
things. But first let me talk a little bit about biofuel. Again, as you
have noted and others have noted, there has been a dramatic
change over the last two or three years. Now we are seeing corn
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prices in the range of $5. And most baselines, most projections over
the next ten years, show prices remaining very, very high for com-
modities.

That said, I think we are looking at CPI for food to be in the 3
to 4 percent range. That is up from where it has been over the last
decade, in the 2 percent range. We are expecting that to fall again.
I think what was mentioned earlier, the real key will be the devel-
opment of these longer run technologies, like cellulosic ethanol.
And I think there, if you look at what it in the Energy Act of 2007,
that a lot of the growth in the out years, of course, is attributable
to cellulosic or non-corn-based ethanol or non-grain-based ethanol.

So I think that what we are seeing, at least in our projections,
is that the current situation will be tight because stock levels are
so low. But we do expect to get more of an equilibrium, that prices
will come down, moderate a bit. But this means tighter margins for
cattle producers——

Mr. HINCHEY. Can I interrupt you and just ask what makes you
think that? What makes you think the price is going to——

Mr. GLAUBER. Largely——

Mr. HINCHEY. Demand is high.

Mr. GLAUBER. Right.

Mr. HINCHEY. The population has increased. The economic cir-
cumstances are declining. The number of people suffering from
malnutrition—in fact, the number of deaths in our country as a re-
sult of malnutrition—has gone up significantly.

How do we imagine that this situation is going to alter and to
reverse itself?

Mr. GLAUBER. Largely through technological changes, both in
terms of corn yields—which have been increasing at a fairly dra-
matic pace over the last ten years. We expect that to continue. We
also see improvements in technology of just extraction of ethanol
from corn itself, improvements there.

There is no question, and I don’t mean to look at this with a
blind eye. We certainly see a tight situation, very tight—we had a
tight crop this year. That would be a real concern because of the
low level of the stocks.

On the other hand, there is another area that can come into pro-
duction. Back in 1996, for example, if you just look at the eight
major field crops, we had 16 million more acres in production then.
And in CRP acreage, the same. This isn’t all in CRP. This is just
to say there is an area out there that can come into production. We
expect that it will come into production from other crops and we
will see some supply response in higher prices.

Mr. HINCHEY. Well, I will be surprised, frankly, if that happens
any time soon because all the momentum is in the opposite direc-
tion. And it seems the driving force is pushing that momentum in
the opposite direction. I would hope that what you are saying is
correct, but I think it is going to take some strong initiative on the
part of your Department, the part of the Congress, and the Admin-
istration to deal with this. And I hope that we can cooperate with
each other and try to address it in a productive way.

Thanks. Thank you very much.

Mr. GLAUBER. Thank you.
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Mr. HINCHEY [presiding]. I guess we are going to have to call a
brief recess, if that is okay with you.

Secretary SCHAFER. We will be here.

Mr. HINCHEY. We will call a brief recess, and I am sure the
chairwoman will be back directly. Thank you very much.

[Recess.]

Ms. DELAURO [presiding]. We are going to resume, and I will rec-
ognize Congresswoman Emerson.

Ms. EMERSON. So sorry. Thank you, Madam Chairman. I am so
sorry I had to race off to the other hearing. But it was going to be
done by 11:00, so I thought I had better do it first.

And welcome, Secretary Schafer. I know it is a whole new ball
game for you, but have great marks for being an excellent governor
of North Dakota, and I know you are proud of your service to that
state. And we are lucky to have you here in D.C. for however short
a time it might be.

FARM PROGRAM PAYMENTS

Anyway, I wanted to ask you a couple of questions, or several,
but we will see how many I have time for. I understand that the
Department is going to review the rule defining “actively engaged”
in farming, and has already begun reviewing the rule regarding the
participation in farm programs by individuals involved in or en-
gaged in cash rent, crop rent, crop share rent, and flex leases.

And I know you also know that since this is a time of historically
high prices and great opportunity for row crop producers, it is also
a time of high risk. And changes to the “actively engaged” rule and
the rule regarding lease arrangements will likely impact farm pro-
gram eligibility. These rules will also impact the amount of risk
that an individual farmer will have to bear.

My question is: Will the USDA accept the payment limit commis-
sions recommendation and “avoid the changes that force risk-shift-
ing from a landlord to a tenant”? And is there any information that
you all can share regarding the timing for that decision and the
amount of time over which anything changes might be phased in?

Secretary SCHAFER. Let me ask our Deputy Secretary to answer
that question because he has been involved in it internally.

Mr. CONNER. Congresswoman Emerson, as you know, the current
definition of “actively engaged” in farming really dates back a very,
very long period of time. I am thinking the mid-1970s, although I
am not totally sure about that. And this was a key issue that was
discussed and debated as part of the payment limit commission re-
port, which was mandated as part of the 2002 bill.

The payment limit commission was very, very clear about saying
that any changes to the “actively engaged” in farming should be
done at the same time that we put forth a new Farm Bill. They
said we should not do it. The Department accepted that rec-
ommendation and did not attempt in that interim period to rede-
fine “actively engaged.”

We have included it in our Farm Bill recommendations as an
area that we are going to pursue in implementing the new Farm
Bill to come up with a new, what we believe is a more modern, def-
inition. I will tell you as well, though, Congresswoman, that we
have also been clear that this is going to be a very open process.
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This is tedious business to try and slice it such—we all want
farmers to be the beneficiaries of our farm program benefits. No
question about that. That is easier said than done. We understand
that. That is why it is going to be a very open and transparent
process that we go about once we have a new Farm Bill in place
to actually put this new definition of “actively engaged.”

Ms. EMERSON. So then are you basically saying, then, it will
probably be phased in over a period of time as opposed to just like
with meat axe or something like that?

Mr. CONNER. Well, it is going to take a while, I guess is what
I am telling you. And I can’t probably define it any more tightly
than that. But, I mean, this is not something you are going to see
us lay on the table the day after the Farm Bill is signed and say,
okay for the 2008 crop, here is the new ball game in town. No. That
is not going to happen.

Ms. EMERSON. I appreciate that. Thanks.

CUBA TRADE RELATIONS

Mr. Secretary, in your bio it says how hard you worked to nor-
malize trading relations with China and develop that nation as an
export market for North Dakota farm products. And as you know,
many of us have been working a long time to do something similar,
perhaps not with the same vigor, with regard to the country of
Cuba.

And I greatly appreciate all the work that the administration has
done with other countries to break down trade barriers. But this
is really kind of the elephant in the room issue. It is something
that many of us on this subcommittee feel very strongly about.

And it is kind of hard for me to talk to my farmers, who really
kind of brought the issue of Cuba up with me right after I got
elected in 1996. It is hard to discuss with our Missouri farmers,
and I know farmers from all across the country, including those in
North Dakota, about how we need to make concessions in WT nego-
Eations when we tie our hands and limit access to the Cuban mar-

et.

ﬁmd so I would ask, with the full knowledge that you do have
a boss——

Secretary SCHAFER. Thank you.

Ms. EMERSON [continuing]. That in your time as head of the peo-
ple’s department, that you do examine ways for the USDA to in-
crease our agricultural exports by decreasing the obstacles that the
administration kind of throws up time and time again.

And I would just simply ask: Is this something that you would
be willing to examine? And I won’t ask you to go any further than
that.

Secretary SCHAFER. Yes. Thank you, Congresswoman. And I
would point out that our cash sales for agriculture exports to Cuba
are growing. They were up 10 percent from between 2006 to 2007.
And so we are finding ways to get products in that market.

Importantly, the effort is to get food products into the hands of
the people who need them in Cuba. And we are mindful of cash
being used that otherwise could be diverted for other issues, and
issues of security and responsibility for the United States as well.
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So the cash transfer for egg products is working. We are increasing
our exports to the North Dakota farmers as well.

And we will do everything we can to continue on that process,
being aware that the President has said anything in the new Farm
Bill that contains a lessening of those restrictions on Cuba will be
vetoed.

Ms. EMERSON. Well, I mean, while we have increased our ex-
ports, the opportunity to further increase them is really there. And
as one who has been several times to Cuba, and we actually do see
that the foodstuffs that we are exporting get into the hands of nor-
mal people as opposed to tourists, and it is not just going to the
tourists.

Secretary SCHAFER. Sure.

Ms. EMERSON. But I know your sensitivity and I know how dif-
ficult it is. I don’t mean to put you in a tough position on this issue.

My time seems to be up. But let me stop here, and I have got
some other questions. Thanks.

Ms. DELAURO. I will just make two very quick points. If we are
looking for new markets and new opportunities for our farmers,
and this is a bipartisan issue, that we really ought to understand
the nature of the Cuban market and begin to do business for our
business people and our farmers and ranchers. I mean, I have been
there. Mr. Farr has been there. Ms. Emerson. Several others on a
bipartisan basis. Mr. Hinchey, et cetera.

In addition to which is where cash gets diverted and so forth and
so on, my God, we are looking at countries that we trade with that
we have no idea where the cash or the money is going and what
it is about. And in fact, they are Communist countries and they are
harboring terrorists.

Secretary SCHAFER. Good point.

Ms. DELAURO. So not your—in any case, Mr. Farr, you are on.

Secretary SCHAFER. The USDA is prepared to deliver the public
policy that we have in front of us.

Mr. FARR. Well, I hope you will also deliver some of that policy
in your private talks inside the White House.

I want to just congratulate you on your post. It is really impor-
tant. This Department has got everything that all the other depart-
ments in government have, with the exception of DOD, and yet you
feed DOD. So it is very, very important.

And I am looking at your bio, and it is the same as my position
here and background, working with the Western State Conference
of Legislators, very involved with North Dakota legislators.

COLOMBIA TRADE RELATIONS

Thank you for the invite to Colombia. I am a returned Peace
Corps volunteer, lived in Colombia for two years, and spent the en-
tire last week in Cartagena with 200 returned Peace Corps volun-
teers. Colombia is a very exciting country, very entrepreneurial.

And I hope that there is one thing you will do on your trip, and
that is where the question is being asked: He is not selling this
trade agreement in Colombia; he is selling it here. And the concern
that is here is a lot of the concerns that have been discovered post-
NAFTA, which is about the negative impact to the countries.
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The imports that are coming in from Colombia are already here.
I can’t find one single new product that Colombia could bring into
this country that they haven’t already brought in.

What I do hear a lot is what is going to happen. Because we are
working very hard to prevent campesino farmers, who are in suc-
cessful agriculture, of going into coca growing. And the one concern
is what is our imports going to do to displace them?

And that hasn’t been a very well-answered question. So I hope
that your CODEL will—your trip, and can start asking the Colom-
bians, what are you going to do? We have all kinds of economic ad-
justment programs when people are impacted or dislocated in this
country. I am not sure how good they are in Colombia, and I
couldn’t get that answer last week.

ENERGY RESEARCH

I am also a little bit concerned about this jump in suddenness
of putting all the research into new energy. First of all, it is the
commodity programs that are looking for that, and they have al-
ready got a hell of a lot of help. And we have a Department of En-
ergy. And I find the Department of Agriculture really the first re-
sponder.

You are the first responder to what is nutrition and how do you
get nutrition into schools. And I hope that any of that work you
are doing and the research in those areas—and you are also the
first responder to any bad bug that is here. And if this research
money is being diverted now to look into this cellulose technology,
I think the private sector and certainly Department of Energy and
others can do that.

California isn’t waiting for anybody in the Federal Government
to jump on the energy bandwagon. We got billions and billions of
private dollars researching every aspect. So what I am worried is
what you take away from to enter into this sort of new initiative.

LIGHT BROWN APPLE MOTH

And while I am on that sort of bad bug issues, my district is the
epicenter for the light brown apple moth, and you have put a lot
of effort into it. But what has happened, I mean, is the CDF, Cali-
fornia Department of Forestry, is doing the—Agriculture is doing
the spraying, and that spraying has just created a 100 percent pro-
test.

Even though it is a pheromone and inert and all of that, it is now
the question that—the compound that it is mixed with. And there
has yet to be any assurance from anybody at the medical level that
this is safe, although you are spending a lot of money trying to do
public relations.

And my question is: Have you considered bringing together some
Public Health Service officials, including the U.S. Surgeon General,
to review the situation? You are going to begin the spraying. The
Department is going to begin the spraying fairly soon, in the spring
here—to provide some guidance to the public on the effects.

And this is a huge backlash. And I think the pheromone was the
least dangerous. But nobody likes being sprayed, even if it is water.
And there has been lousy public relations. The Department has
had to spend millions on kind of cleaning up bad public relations.
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Where the question lacked is—people are filing lawsuits and doing
all kinds of stuff—is that there has been nobody from the health
side. And I hope to bring that to bear. I am not going to ask—
maybe we can talk about that more.

SPECIALTY CROPS

What I am also very interested in is that—the specialty crops.
You know, the House level of funding was 200 million. And I think
that is what you got—we got support from the Department.

What I want to know is: What areas within the specialty crop in-
dust(:)ry does the Department plan to focus with this research initia-
tive?

Secretary SCHAFER. Areas meaning which foodstuffs or——

Mr. FARR. Which areas of the research in the specialty crop in-
dustry? We provide 200 million. The House bill provides 200 mil-
lion in mandatory funding for five years, and the Senate version
only provides 80 million.

Secretary SCHAFER. I will let Chuck handle that.

Mr. CONNER. Congressman Farr, if I could, the resources that we
put into this specialty crop industry, including the mandatory fund-
ing, really focused a great deal upon research. Most of that re-
search activity is targeted at pest control situations. There is some
varietal development dollars that we foresee using in that process
as well. But a large percentage, we envision that going for pest re-
search.

Mr. FARR. Like E. coli?

Mr. CONNER. I am sorry?

Mr. FARR. Like E. coli?

Mr. CONNER. You know, it could range anywhere from citrus
greening. Obviously, we have been through a horrible situation
with citrus canker, just to name two that have been sort of in the
media a great deal. But that is not by any means an exclusive list.

I will tell you some of those dollars as well that we have identi-
fied that are, I think, in our package as well as in the House-
passed bill are in the market promotion area, MAP, for example.
Big increases in funding for that particular program. So it is not
all disease control, but that is a big percentage of it.

Mr. FARR. Well, yes. We will get into more specifics. I am very
interested in the leafy green, particularly the effects of E. coli. The
leafy green consumption is way down.

CENSUS OF AGRICULTURE

And lastly, because I know we are going to vote, I am very inter-
ested in your census. I am very concerned why you cut so much
money out of it. Your budget has 39 million to complete the census,
the agriculture census. In 2008, it was 52 million.

And what we were very interested, I think, is in the organic data
that you were being—you were collecting. Because we need—there
is a long-term backlog of data that we need for organic, and that
is a very fast-growing industry.

Again, it takes the answer off the air. But I would really appre-
ciate your looking into that. And I have a bunch of other questions
on specialty block grants, but my time is up. Thank you.

[The information follows:]
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CENSUS OF AGRICULTURE

The FY 2009 budget requests a total of $39.5 million for the Census of Agri-
culture. Funding for the Census of Agriculture is currently cyclical. FY 2009 is a
down year in the cycle, coming off FY 2008 which was the peak data collection year
for the 2007 Census of Agriculture. The budget includes a proposal to maintain a
consistent funding level for the next Census, rather than include cyclical increases
and decreases in future budget years.

The 2007 Census of Agriculture includes a entire section on basic organic data,
as opposed to two questions in the 2002 Census of Agriculture. This expanded sec-
tion will include information for organically produced crops and livestock. It will
also allow the respondent to identify the commodity as certified organic, transi-
tional, or organic but not certified. If they report certified organic, they will be asked
to provide the certifying Agency. This will allow NASS to verify this is an accredited
certifying Agency. The section was presented and agreeable to the House Organic
Agriculture Caucus during questionnaire development. In addition to providing the
most complete picture of organic production in the U.S., this effort will also provide
a base list for any future detailed surveys on organic agriculture.

ANIMAL IDENTIFICATION

Ms. DELAURO. Mr. Farr, let me start down the road on animal
identification. I noted, Mr. Secretary, that there really isn’t any ref-
erence in your testimony with regard to the Animal Identification
Program. And oversight of that animal ID program has really been
a priority for this committee. It is a topic we spent a lot of time
discussing with your predecessor.

It concerns me that it wasn’t addressed in your testimony, par-
ticularly given the enormous sum of money that this subcommittee
and the taxpayers have given to USDA for the program, almost
$120 million we provided for the program. If the Congress previous
the funding proposed in the 2009 budget that has been requested,
a total of $24 million for animal ID, we will have given USDA al-
most $142 million for the program.

It is a big investment, a massive investment that the public has
made already. And this is compared with the delays in delivery,
the Department’s delivery. I was very disappointed to hear Under
Secretary Knight’s comments made in the press last week implying
that Congress was the obstacle. And I want to quote Mr. Knight.

“If they come in less than $24 million, they will be making a de-
cision to slow down implementation of animal ID and will be jeop-
ardizing our nation’s herd.” That is in contrast to Deputy Secretary
Conner’s quote. In the omnibus funding law that was passed, law-
makers allotted $9.7 million for the national animal identification
system compared to $33.2 million requested by the administration
for fiscal 2008.

And the quote which I know you will recall, Mr. Conner, that,

“I think we have the resources to continue on the path that we are
on.”
Now, despite the significant investment of the subcommittee’s
time and effort, and in the bipartisan way we came to a conclusion
about last year’s budget because of the delays in this program, it
is not clear what the Department has produced with the almost
$120 million that has been given. I just would like to tally some
of APHIS’s accomplishments to date.

Out of more than 1.4 million premises, APHIS has only reg-
istered to date about 446,000 feed lots and sales barns. That is 31
percent of their goal, after four years and almost $120 million. One
state, Wisconsin, comprises about one-seventh of the total registra-
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tions you have achieved to date. Just parenthetically, the Wis-
consin program is a mandatory program.

At your current rate of enrolling about 1500 premises per week,
just the back of the envelope, I calculate that it will take APHIS
another 13 years to achieve its goal of 100 percent registration. I
believe that APHIS will miss its January 2009 goal to have all the
registrations complete. APHIS is already reportedly several years
away from having 48-hour traceability for beef and for dairy cattle.

If the Department is going to have a credible, effective animal ID
system, there needs to be a change in the approach. Your prede-
cessor stated that while the current system is voluntary, it, and I
quote, “could very well move to a mandatory system.”

When I asked Secretary Johanns whether he believed it should
be mandatory, he said, and I quote, “I am fully anticipating that
at some point this very likely is going to move to a mandatory sys-
tem. I will be very shocked if any piece of the animal system gets
100 percent identification under a voluntary system.”

Then in November 2006, out of the blue, USDA announced that
the program would be strictly voluntary. As far as I know, and par-
ticularly with this Member of Congress, there was no discussion.
I don’t know if there was any discussion with other members.

So, Mr. Secretary, let me ask you: Do you believe the country
should have a—I am going to lay the questions out, and I want to
go back for the answers—do you believe that the country should
have a mandatory Animal Identification Program?

Given the Department’s management of the program over the
past four years, if you could explain to the committee why we
should provide the $24 million you are requesting. What is APHIS
going to do with the $24 million, and what benefits are we going
to see with the additional money?

And because I ask every year and I do not receive a satisfactory
answer, let me ask again this year: What is the estimated cost for
2009 for the point at which we have a 48-hour trace-back of all cov-
ered species in and out of premises? What is your timeline for
achieving a 48-hour trace-back for all species?

Because the Department has elected to go forward with the vol-
untary animal ID system, what assurances do we have that the
multiple state and private databases will be compatible with each
other and provide not just privacy assurances that producers want,
but the data integrity that the country needs for a viable trace-
back system?

Do you believe the country should have a mandatory animal
identification program?

Secretary SCHAFER. Madam Chairwoman, I am one who appre-
ciates the industry, and I don’t like government mandates and con-
trols. And I support a voluntary system. We have almost one-third
of the premises registered to date, and we are working hard to con-
tinue to get premises signed up, including my conversations with
the Cattlemen’s Association over the weekend.

And I want to ask the Deputy to speak to your question about
his comments on the issue. But I don’t believe we have an answer
for you today on the cost of fully implementing the system, but we
can generate that number and get it to you. But philosophically, I
believe we can do it on a voluntary basis.
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And you point out some statistics that doesn’t show like we are
doing the job there, and I understand that. And I am going to di-
rect the agency to get this project completed. But I am going to let
Chuck answer some of the technical issues about getting it done.

Ms. DELAURO. Okay.

Mr. CONNER. Thank you, Mr. Secretary. Madam Chair, we had
a healthy discussion on this last year as well.

Ms. DELAURO. We have these conversations every year.

Mr. CONNER. Yes, we do. And we appreciate the support and
oversight you have given us on this. And I don’t want to in any
way reflect that somehow we believe you haven’t helped us in this
process. And we know this is a cooperative arrangement. We are
opposed to mandatory animal ID.

Ms. DELAURO. So there will be no movement on mandatory ani-
mal ID by this——

Mr. CONNER. Yes. I want to be clear on that, that we are opposed
to mandatory. We do believe that the livestock industry in par-
ticular works best when these identification efforts become very
market-driven. And we are seeing some of this show up in the mar-
ketplace today in terms of premiums for products that can trace
their identity and this type of thing. But it still has a long way to
go.
My own view is I think there will be a market that will continue
to develop as people will demand more and more knowledge and in-
formation about the sources and where their product has been. And
so as this develops, I think the industry is going to respond.

It hasn’t been moving as quickly as we had anticipated. I will
just tell you that. I don’t attribute that to resources.

Ms. DELAURO. What are you going to do with $24 million?

Mr. CONNER. We are going to continue to register these premises.

Ms. DELAURO. Do what?

Mr. CONNER. And I will say, too, that part of this effort is the
analysis itself of the cost/benefit of the money that has been spent
so far. And I think our folks have been up to brief you on that. But
we are getting ready to have an outside vendor look at this cost/
benefit analysis on the money that has been spent today.

I think we have announced that in December, I believe, that that
vendor is going to begin to take a look at this because I think we
owe you a full explanation in terms of——

Ms. DELAURO. You owe me. You owe this committee. You owe
the taxpayers to let them know what you have done with almost
$120 million——

Mr. CONNER. I agree.

[The information follows:]
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National Animal Identification System

USDA does not believe that the NAIS needs to be mandatory to be
effective. USDA believes market forces will lead producers to choose to
participate in the NAIS. USDA believes that the Federal government
should provide a system that allows producers the flexibility to
participate at a level that meets their needs. Participation in the
program provides marketing and management benefits to producers, as well
as the data that animal health officials need to respond guickly and
effectively to animal disease events. The livestock industry has
expressed a far greater acceptance of, and willingness to partner on, a
voluntary system than a mandatory system.

The fiscal year (FY)} 2009 budget reguests $24.1 million, an increase of
$14.5 million above the FY 2008 level. The funding will be used to
encourage increased participation in the highest priority sectors and
improve the animal tracing system so it will begin identifying the birth
premise of slaughter animals under investigation during an animal
disease outbreak. With the additional funding State and Tribal
cooperators will continue to register hundreds of premises a week and
individual animal identification will continue to progress.

Of the $24 million reguested in the fiscal year 2009 budget, $10.5
million will be devoted to cooperative agreements. $9.4 million of the
requested amount will be used for staffing and materials. $3.4 million
of the reguested amount will be used for information technology
development, maintenance and operations. The remaining $800,000 will be
used for communications and outreach.

Already cooperative agreements that enable premise registration have
allowed NAIS to facilitate response activities. For example, in January
2007, the NAIS proved to be a valuable tool during blizzard recovery
operations in Colorado. State animal health officials used NAIS
premises registration information to make phone calls directly to
ranchers in the six counties of southeast Colorado hit hardest by the
storm. Having direct access to livestock owners gave Colorado officials
the ability to quickly assess the situation and provide relief where
help was needed most, delivering feed and water to stranded livestock.

Retrieving trace back data within a 48-hour window is the long-term goal
of the NAIS. The NAIS Business Plan indicates several outcomes which
will contribute to this long-term goal. For example, USDA expects to
achieve its 4B8-hour trace-back capability in commercial poultry in °
March, 2008. Further, within 48 hours of a disease event, USDA expects
to be able to identify and determine the last production premise for 90
percent of market swine by March, 2009, and trace 70 percent of breeding
cattle to their premises of origin by December, 2009.

USDA recently commissioned a study of both the costs and the benefits of
NAIS. The study will examine the costs by sector that are required to
make 48-hour traceback a reality. When this study has been finalized,
we will publish the results and have a more complete understanding of
the timeline and costs associated with making 48-hour traceback a
reality.

To ensure that the NAIS is a uniform, streamlined information system,
USDA has established certain data standards to facilitate input and use
of information. For example, for premises registration, USDA provides
the Standardized Premises Registration System {SPRS) that 40 States
currently use to register premises; the other States use systems that
are compliant with the SPRS. Each State or Tribe adheres to the
national data standards and guidelines for premises registration
established by USDA and published in the Program Standards and Technical
Reference document. This document is available on the NAIS website.
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The U.S. Department of Agriculture (USDA)} recognizes that the
identification of animals in the production chain and the ability to
trace an animal disease to its source are critical to the health and
marketability of U.S. livestock and poultry. Recent animal disease
detections, both in the United States and abroad, have underscored the
need for USDA's NAIS—a modern, streamlined information system that helps
producers and animal health officials respond quickly and effectively to
animal disease events in the United States. Animal health officials
require accurate and complete information to respond effectively to
animal disease events and successfully conduct disease surveillance
programs. A rapid response minimizes the potential spread of contagious
diseases and lessens the detrimental effects of disease events.

The development of NAIS began several years ago as a cooperative effort
among USDA, the States, and industry partners. NAIS’ ultimate goal is
the ability to collect location and movement information of all
potentially affected animals within 48 hours of a disease detection.
NAIS remains a State-Federal-industry partnership, and USDA is committed
to keeping the program voluntary at the Federal level.

USDA's Animal and Plant Health Inspection Service (APHIS) has been

implementing NAIS in phases to incorporate stakeholder feedback and
address concerns as the system advances. The program is made up of
three components:

s Premises registration-the foundation of NAIS—establishes a contact
list for all locations in the United States that manage or hold
livestock and/or poultry. A registered premises provides an
immediate starting point for a disease investigation, allowing for
a proactive, rather than reactive, response.

e Animal identification provides producers with a uniform numbering
system for their animals and links livestock and poultry to their
premises of origin.

¢ Animal tracing, the final component of NAIS, will allow producers
to choose a private or State animal tracking database (ATD) and
report certain animal movements that may pose a significant risk
of disease transmission. In an animal disease outbreak, this
information will make it easier to determine the scope of the
disease situation and locate potentially infected and exposed
animals.

Over the past four years, USDA has invested funding received for the
NAIS as described in the table below and in the summaries following.



48

Planned Actual TOTAL Oblg
{FY 2004 - Obligations | Planned and Comm
FY 2008) {Feb 2008) {Feb 2008) {FPeb 2008)
IT Development, Maintenance, and
Ops $18,618 $15,859 $2,759 $18,618
Cooperative Agreements $63,116 §52,400 $10,716 $63,116
Communications and Outreach $11,297 $10,504 $793 $11,297
Program Management $34,701 $27,062 $7,639 $34,701
TOTAL $127,732 $105,825 $21,907 $127,732

USDA has received a total of $127.732 million to support the National
Animal Identification System {$18.793 million in an FY 2004 Commodity
Credit Corporation transfer and $108.939 million in appropriated funding
between FY 2005 and FY 2007). Of this amount, as of February 2008, we
have invested $15.859 million in information technology development,
maintenance, and operations; $52.400 million in cooperative agreements
with States, Tribes, Territories, nonprofit livestock industry groups,
universities, and organizations and institutions serving
underrepresented populations; $10.504 million in communications and
outreach at the national level; and $27.062 million in program
management, including staffing, supplies, and materials at APHIS
headquarters, regional offices, and in area offices in the States. We
have committed an additional $2.759 million towards IT investments;
$10.716 million towards additional cooperative agreements {majority with
the States); $793 thousand towards outreach and education; and $7.639
million towards program management .

I ion T logy inv :

NAIS program objectives are being achieved through the implementation of
three components. Listed below each are the IT applications developed
and maintained to support each component:

# Premises registration
o Standard Premises Registration System
o Premises Identification Number Allocator
0 National Premises Information Repository
o Data Management Center

» Animal identification
o Animal Identification Number Management System

e Animal tracing
o Animal Trace Processing System (ATPS)

USDA has invested approximately 15 percent of its NAIS funds into the
development of secure, technologically advanced information systems.
Industry-through private systems—and States will maintain animal
movement records in Animal Tracing Databases (ATDs}. The ATPS will
allow authorized State and Federal animal health officials to request
information from the administrators of the ATDs in certain situations:
¢ An indication (suspect, presumptive positive, etc.) or confirmed
positive test of a foreign animal disease.
e An animal disease emergency as determined by the Secretary of
Agriculture and/or State Departments of Agriculture.
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e The need to conduct a traceback or trace forward to determine the
origin of infection for a program disease (brucellosis,
tuberculosis, etc.}.

Cooperative Agreement investment:

APHIS has found cooperative agreements to be effective tools in
developing and implementing joint projects with State, Tribal, and local
governments as well as industry and nongovernmental organizations.
Cooperative agreements are Federal funding instruments that require all
parties to contribute to the successful completion of the project as
outlined in the agreement application and a mutually agreed-upon work
plan. Cooperative agreements differ from grants. Although grant
recipients follow Federal guidelines, they have more independence in
using the funds than cooperative agreement signatories. Cooperative
agreement awards require quarterly reporting and Federal oversight in
the successful completion of the goals, objectives, and description of
efforts outlined in the work plan.

The purpose of NAIS cooperative agreements has evolved over the last
several years to keep pace with advances in NAIS’ three components.
Approximately 50 percent of NAIS funding received has been invested in
cooperative agreements. The earliest cooperative agreements initiated
NAIS implementation in a broad-based approach and also supported pilot
projects and field trials to resolve questions and concerns about NAIS
processes, technologies, and costs within States and Tribes. These
projects provided valuable information about NAIS implementation in a
production environment and helped deliver practical solutions for the
routine use of animal identification technology.

Subsequent cooperative agreements focused more on NAIS* first component,
premises registration. The purpose of these agreements, which remain a
high priority today, has been to increase premises registration, conduct
localized outreach and education programs, and enhance the premises
registration process for NAIS implementation in States, Tribes, and
Territories. These agreements have contributed to the steady progress
in premises registration. To date, more than 451,000 premises—
approximately 31 percent—are now registered under NAIS. Newer
cooperative agreements are more focused on addressing the second NAIS
component, animal identification, by increasing the number of animals
with official animal identification numbers and increasing the number of
animals identified to a birth premises.

Significant progress has been made as a result of Federal funding in the
development of all three NAIS components, and all three are currently
functional. To further advance the effort, USDA published a draft
document in December 2007 titled A Business Plan to Advance Animal
Disease Traceability. The business plan provides producers, State and
Federal animal health officials, and other stakeholders with clear
guidance, achievable actions, and effective strategies to progress
toward the ultimate 48-hour traceback goal. This business approach
targets efforts with the greatest return on investment, with the key
focus on the advancement of traceability.

Working with States, Tribes, Territories, and industry partners, USDA
administers cooperative agreement funds through seven different
organizational components:

1. State and Tribal NAIS field trials and pilot projects;
2. State and Territory NAIS implementation;
3. Tribal NAIS implementation;
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4. Nonprofit livestock industry groups’ promotion of premises
registration;

5. Qutreach, education, and premises registration support for
organizations and institutions serving underrepresented
populations;

6. Congressional earmarked projects; and,

7. Cost-benefit analysis.

Additional information about each NAIS cooperative agreement is
available in a separate table.

Communications and Qutreach investment:

Approximately 9 percent of the NAIS funding USDA has received has been
invested in national-level communications and outreach activities. USDA
has initiated a series of outreach campaigns to first educate and then
motivate producers to register their premises. The first campaign
focused on increasing overall producer awareness of the NAIS and
encouraged producers to seek more information about the NAIS from their
State animal health officials and from USDA’'s NAIS website.

The campaign was aimed at providing information to producers on NAIS and
how they could participate in the system. The major accomplishments of
this outreach included the distribution of more than 1.25 million
premises identification brochures, along with 1 million NAIS overview
brochures to producers, cooperators, industry groups, etc.; the design
and distribution of more than 50,000 outreach kits; a redesigned NAIS
web site, which received more than 1 million hits per month;
advertisements in 14 national and 24 State and regional publications;
radio spots on 700 stations; and public affairs support at 28 trade
shows, State fairs, and conventions.

The second campaign focused on motivating livestock producers and
related stakeholders to register their premises, and it was aligned with
State and Tribal efforts. The campaign was implemented in conjunction
with State and Tribal Animal Identification Coordinators and included a
best practices audit to ensure stakeholder information needs, concerns,
and preferences were addressed and appropriate channels and timing of
recommended tactics were identified. During the second campaign, a
suite of communication products was developed that includes a NAIS video
and tools, such as brochures and factsheets, that align with identified
program and stakeholder needs. USDA also initiated a Community Qutreach
Program to assist NAIS partners in their efforts to promote premises
registration. APHIS is supporting a network of State and Federal Animal
ID coordinators by communicating timely and accurate information on the
NAIS on an ongoing basis; providing ongoing training programs to hone
communication skills; providing communication materials and promotional
products to support event participation; and providing ongoing
opportunities to receive campaign updates and exchange best practices.

The Community QOutreach Program kick-off included a two-day
briefing/media training event in Kansas City. This event provided a
venue for all partners to learn the strategic direction of the campaign,
obtain tools for encouraging premises registration, share information,
and learn from each other.

Key performance metrics are being tracked and reported to gauge the
success of recommended communications tools and tactics. Data is
collected and reported in three broad areas:

e Qutputs: Metrics that report the quantity and frequency of

communications
e Quttakes: Metrics that measure the effectiveness of the delivered
messages

e (Qutcomes: Metrics that measure how the communications campaign
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impacts APHIS' organizational goals {i.e., number of premises
registered each month).

Program Management investment:

USDA has invested approximately 26 percent of NAIS funds into program
management. This includes a core NAIS staff that is responsible for
developing NAIS policy and administering the program. @Among other
things, they develop program standards and technical reference
materials; draft regulations; provide training and national-level
guidance to all stakeholders; serve as liaisons to industry
organizations, national committees, and other agencies; present NAIS
information at national-level stakeholder meetings; explore ways to
integrate existing animal identification processes and procedures such
as livestock brands and industry registries with NAIS; maintain currency
on existing and emerging animal identification technology; and serve as
international liaisons regarding national identification systems,
particularly with Canada and Mexico.

Field staff located in area offices across the United States assist
States and/or Tribes in preparing NAIS cooperative agreement work plans,
budgets, and outcome based performance measures; provide leadership by
participating in State/Tribal animal identification coordinating
committees; participate with State/Tribal animal identification
colleagues in continuing education and outreach programs; develop
methods and procedures to transition cooperative State-Federal animal
health programs to NAIS compliance and uniformity (PINs & AINs) in that
State; work with State veterinary medical associations to provide
continuing education for accredited veterinarians; meet directly with
accredited veterinarians during normal liaison visits; work with
livestock markets coperators and dealers to explain their role in NAIS
and encourage premises registration; and monitor projects and agreements
to make sure they are on track in terms of budget and data
collection/analysis.
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Ms. DELAURO [continuing]. In the last several years where you
have produced almost nothing in terms of animal identification. I
hope you read—Mr. Secretary, I hope you have read the July 6,
2007, GAO report on this issue and what their recommendations
have been over and over and over again.

If the E.U,, if Canada, if Japan, can deal with a mandatory sys-
tem and get to where they want to go, what is wrong with the
United States of America in being able to deal with this issue in
animal identification?

Mr. CONNER. In further response to your question, Madam Chair,
I am advised that the 2009 money specifically is going to go for co-
operative agreements. The cost/benefit analysis that I made ref-
erence to is going to be completed early this fall. And just again
in terms of the 24——

Ms. DELAURO. Let me quote the GAO. Okay? Please let me quote
the GAO. I don’t make this information up.

“The USDA awarded 169 NAIS cooperative agreements totaling
$35 million to 49 states, 29 tribes, 2 territories for fiscal years 2004
through 2006 to help identify effective approaches to register prem-
ises and ID track. To date, USDA has not consistently monitored
cooperative agreements. As a result, the agency cannot be assured
that the agreements’ intended outcomes have been achieved. USDA
has not formally evaluated or consistently shared the results of the
cooperative agreements with the state departments of agriculture,
industry groups, or other NAIS stakeholders which would enable
lessons learned and best practices to inform the program’s
progress.”

You have failed with $120 million to deal with this issue. I have
no reason, and I don’t know why this committee would have any
reason, and Mr. Knight ought to read the GAO report and not talk
about the Congress, but talk about an ineptness and a delaying
and, if I might add, a pandering to the industry that says, we are
not getting to animal identification, never mind 48-hour trace-back,
which is all about what the public health is about and not what
the special interests are about, which is what you should be about
in terms of the public health and our getting there.

I could go on and on and on in this very short GAO report. And
it says that the agency, while they understood the recommenda-
tions, “Regarding our recommendations, establish a robust process
to select and independently test and evaluate the performance of
annual ID and tracking devices to ensure they meet minimum
standards. The USDA believes that these standards must be de-
fined through a consensus of affected stakeholders, and that the
stakeholders will resolve this issue, and it is imperative that they
resolve the issue before selecting specific technologies for NAIS.”

Who are we in business to deal with here?

Mr. CoNNER. Well, Madam Chair, if I could, you are, as always,
extremely well prepared for these hearings, and I appreciate that.
I don’t think our efforts have been totally futile. We have a very,
very large livestock sector in this country. The fact that we are a
third of the way there in terms of the premises, are we as far as
we like? Absolutely not. But I think that is still a yeoman’s task
to get to that point.
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You mentioned specifically in terms of the cooperative agree-
ments and the information, we have been slow in getting it but we
are publishing all of that information online now in terms of the
results of those cooperative agreements. I think that was one of the
cruxes of the issue identified by the GAO, was just a transparency
factor there.

We have been slow in getting there, but we have put much of
that information now online so that it is available and reviewable
to the public as well.

Ms. DELAURO. I am sorry to say, Deputy Secretary, that you
don’t have any answers to the questions we have here today. I am
not going to leave it at that, but I am going to leave it at that for
the time being.

But I will just say this, and I will speak for myself and no one
else on this committee: I don’t know in good conscience that we can
deal with $24 million for no answers, no progress, and a flawed
system, and nothing that tells us how we are going to get to any
answers.

Ms. EMERSON. Madam Chair, I actually have just a question. We
have a voluntary program in Missouri that is done cooperatively
with USDA. And I wonder, I know how the Missouri system actu-
ally works.

Do you all have just different specifics about all of the coopera-
tive agreements and exactly the process by which each of the states
work that could at least—how each of those states implement their
own programs that you could give us that information so that we
can at least see how those monies have been spent?

Because that would just be helpful to us because Rosa is correct.
The money and not being able to justify or tell us exactly how it
was spent, I mean, I know you are embarrassed that that is the
case. But let me say that if you would give it to us, just some infor-
mation just state by state by state, obviously there should be a bet-
ter matrix set up, but at least we would be able to get some idea.

I know the money has been spent on those programs, at least in
my state. But I don’t know anywhere else. So it would be helpful
to

Mr. CONNER. I think that is true in other places as well, Con-
gresswoman Emerson. And I think you raise a good point. We have
been slow to get it online. But the information that you refer to rel-
ative to the cooperative agreements is what we are putting online
now. It is also obvious we owe this committee more information,
and we are going to get that to you as well.

[The information follows:]
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Ms. EMERSON. Well, and perhaps you all can have a group to
come up and meet with those of us whose districts are impacted
by this and states are impacted, and we could just sit down and
just go through a little notebook, just real simple. If possible, that
would be helpful.

Mr. CONNER. Absolutely.

Secretary SCHAFER. And may I add one thing? I appreciate your
passion about this issue because I have some passion for it as well,
and here is why. If we are going to properly implement the Coun-
try of Origin Labeling in this country, we have to be able to have
a tracking system.

Ms. DELAURO. Absolutely right, Mr. Secretary. And I appreciate
the comment about passion, which I have a lot of. But this is more
than passion. This 1s understanding that we don’t have a process
in place to get us in the direction that we have laid out over the
lfastd several years, and for which we have appropriated serious
unds.

And truly, I don’t mean this in an offhanded way. I am going to
ignore Mr. Knight’s comment.

Secretary SCHAFER. Thank you.

Ms. DELAURO. Because I am going to view that he hasn’t read
any documents. But let’s leave it at a passing. Congress is al-
ways—you can say whatever you want. But there is plenty of data
to demonstrate where the fault lies here.

I also will get the backup to this GAO report because if they
identified 49 states and tribal groups and others, they must have
done a lot of interviewing to find that out with regard to these co-
operative agreements. And I am going to want to know what they
have uncovered in this as well when we begin to talk about this.

So Mr. Boyd.

Mr. Boyp. Thank you, Madam Chairwoman.

Mr. Secretary, welcome to the House Appropriations Committee
Subcommittee on Agriculture.

Secretary SCHAFER. Thank you.

Mr. BoyD. I assume it is your first appearing before this sub-
committee.

Secretary SCHAFER. It is.

Mr. BoyD. And let me start by—I know all of us regret the dis-
ruptions we have had with having to leave and go to the floor, so
I apologize for that. It is not uncommon around here.

Just briefly, before I ask my question, to the point that the chair-
man made on the animal ID. And without addressing the merits
or editorializing on COOL, country of origin labeling, animal ID, I
am an animal producer, livestock producer, and that is a relatively
simple thing to do. I mean, it can be done.

Identifying all the animals in this country with the technology
we have today is a simple thing, I think. My sense is if all of us
get on the same page, you won’t have a great deal of push-back
from the industry itself. I really don’t.

FARM BILL

I want to shift gears slightly, if I might, Mr. Secretary. And all
of us here have—one of the things that is greatly on our mind is
the Farm Bill. And I know we have many reports that there have
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been some high level talks between you and the House leadership
on the Farm Bill in the last few days, and I would just like to ask
you a couple of questions about that, if you could. And maybe any
information that you feel free to share with us, you might.

There are some reports that the administration now supports a
ten-year Farm Bill versus a five-year Farm Bill. Is that right? And
if so, what is the thinking behind a ten-year Farm Bill versus five?

Secretary SCHAFER. I believe that we are focusing on a five-year
Farm Bill. As you know, it has to be scored for ten years, five of
the Farm Bill and five beyond. But I haven’t been involved in any
negotiations supporting a ten-year Farm Bill.

Chuck is our lead negotiator, so I am asking you, Chuck, if there
is a ten-year issue on the table.

Mr. CONNER. Well, I think they are talking about a Farm Bill
longer than the traditional five or six years at this point primarily
because of score-keeping situations in terms of meeting the ten-
year PAYGO requirements. And I think there are budget dynamics
that are driving that debate, and at least keeping on the table the
thought that it might be something longer than a six-year or tradi-
tional five- or six-year Farm Bill.

Mr. BoyD. As an advocate of PAYGO, if that is the reason you
are doing it, then I am all for it, if that will help us get to where
we need to go.

There is a report that there is a House Agriculture Committee/
White House proposal that has been agreed to. Can you speak to
that? And if so, what is the Senate’s involvement in it? Have they
had any involvement, and have they agreed to the provisions?

Secretary SCHAFER. We have been meeting with both agriculture
leaders in the House and in the Senate, and we have shaped a
framework with the House that we believe is moving in the right
directions that contains the proposals that the President has been
asking for and that would deliver an appropriate, fiscally respon-
sible, reform-minded Farm Bill.

We have mostly worked with the House because the door has
been open there to the negotiations. And we believe that while
there are a lot of negotiations that must continue, that we have ar-
rived at a point with the House that is in an outline, if you will,
that we could come to agreement on between the House and the
administration.

We have used that as a starting point or an opening negotiations
with the Senate. And we have been, last night and this morning,
continued those negotiations to move forward with what I believe—
I am getting increasingly confident that we are going to be able to
come to an agreement between the House and the Senate with the
administration for a Farm Bill that the President would like to
sign this year.

Mr. BoyD. Mr. Secretary, the House and the Senate commodity
programs, there are not really great differences in the two bills, the
House bill and the Senate bill. Is the administration now prepared
to support the current commodities titles that are close to what the
House and the Senate have done in their individual bills?

Secretary SCHAFER. Chuck, why don’t you—as the lead nego-
tiator, as far as the details. As I mentioned, we have kind of
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shaped an outline or a framework. Chuck, because of the detail,
maybe you want to get into that.

Mr. CONNER. Congressman Boyd, let me just say that in the com-
modity titles of both the House and the Senate bill, there were pro-
visions that were objectionable to the administration. And we have
been calling for a greater reform specifically of that particular title.

And so this framework agreement, if you will call it that, in
terms of a way to proceed forward and get these negotiations going,
does contain several changes that would be different than what is
eitllller in the House- or the Senate-passed versions of the Farm
Bill.

Mr. Boyp. Okay. And Madam Chairman, if I might with further
questions, obviously if we have an agreement, there is going to be
a great deal of pressure on your agency, Mr. Secretary, to put in
place the needed tools to implement that agreement. That is going
to put incredible pressure on the FSA and your other implementa-
tion agencies, departments.

Are you going to make sure, are you guys going to make sure,
that in this agreement framework that you have sufficient re-
sources and funds for the FSA and the other implementation de-
partments to get it implemented and get it so that we can serve
the public like it is supposed to be served?

Secretary SCHAFER. Yes, sir. I think one of the main missions
that I have as the Secretary of USDA is to implement the public
policy. And when we get a new Farm Bill, we are going to be pre-
pared to implement that policy as best as possible. If we get it
started off in the first months, it will go well in the following years.

And as I mentioned in my opening comments, we prepared the
budget without the implementation of the Farm Bill because we
don’t know what the Farm Bill is going to be. But we are fully pre-
pared to fight for the resources that we need to implement the
Farm Bill.

We have got the base there, the structure there, that we can
build on to deliver with our agencies and others and FSA, but other
agencies, to make sure that the new Farm Bill will be imple-
mented. That is one of my highest priorities.

Mr. BoyD. Mr. Secretary, as you may know and certainly your
staff knows, the previous administration cut, slashed, and merged,
all in cooperation with the Congress, the Farm Service Agency and
other agencies. I mean, it was all something that we agreed needed
to be done. And this administration has continued to in some ways
slash the funding that was needed for those merged offices.

I just want to make sure that you understand, sir, that a Farm
Bill that has no implementation arm out there really causes lots
of problems in the country. And so I would encourage you, as you
move through this framework and this development of this Farm
Bill, to make sure that your departments, implementing depart-
ments in the country, are properly funded.

Secretary SCHAFER. And I can assure you, Congressman Boyd,
that being from North Dakota, I am aware of the delivery and the
importance of the agencies being on the ground, and will be mak-
ing sure that with the resources we are given, we will deliver that
new Farm Bill.

Mr. BoyD. Madam Chairman, thank you for your indulgence.
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Ms. DELAURO. Mr. Latham.

Mr. LATHAM. Thank you, Madam Chairwoman. I apologize for
not being here earlier. We were trying to keep the lights on here
on the leg branch appropriations subcommittee.

Welcome, Mr. Secretary, and congratulations on your appoint-
ment and confirmation. And just looking at your resume here, I see
you have got Danish heritage, as do I. So maybe we will have some
aebleskiver (phonetic) together.

Secretary SCHAFER. I am ready.

Mr. LATHAM. And the guy over here is going, “how do you spell
aebleskiver?”

HATCH ACT

One thing that has been in the previous administration and this
administration’s budget every year, and goes nowhere, which it will
go nowhere again, is the idea of cutting the Hatch Act funding.
And I am always puzzled as to why this continues to be part of
budget proposals because it is not going anywhere. I think it would
just totally destroy the ongoing type of research that is absolutely
critical in agriculture today to be able to plan long-term, to have
projects that really are relevant for the future in agriculture.

And I don’t know if you have any comments on that. I mean, are
we serious about this, or is this something that is just thrown in
from habit or something, or what?

Secretary SCHAFER. Well, maybe I could let our Budget Director
answer the question.

Mr. LATHAM. Good job. Divert it.

Mr. STEELE. The Secretary wasn’t here when these decisions
were made, so he needs, probably, some additional information
about that.

But Mr. Latham, as you know and you have said yourself today,
that we have done this before in prior year budgets and

Mr. LATHAM. Well, the previous administration, the same thing.

Mr. STEELE. Yes. Previous administrations. And we have a knack
of repeating proposals we have done in prior year budgets when we
do new budgets, for some reason. We also have a very tight budget
thils1 year, as you well can imagine. We had some targets we had
to hit.

And so we were trying to see where we could get the biggest
bang for the buck in terms of our resources, and over time, we tried
to move more money into sort of competitive research funding
mechanisms rather than formula funding mechanisms. And our
proposals have been consistent in that regard for a number of years
now.

And so we again are trying to do that. And so that is one thing
we are doing. We are trying to put more money in the competitive
side of the equation here, and there is some reductions in the for-
mula funding. It is the way the numbers came out, and we are try-
ing to meet these targets. And I know where you are coming from.

Mr. LATHAM. I hope so because that is where we are all coming
from, yes, and where we are going.

Mr. CONNER. If I could, Congressman, let me just say, though,
that within our Farm Bill recommendations, we are very strong
proponents of research funding. And we have put a lot of money
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into our Farm Bill recommendations, some of which is mandatory,
I will say to the committee, for high-priority agricultural research.
But Scott is correct in that in terms of this particular request,
we have proposed elimination of the earmarks and more of the for-
mula funds being awarded on a competitive basis going forward.

BROADBAND LOANS

Mr. LATHAM. Okay. Mr. Secretary, one thing in rural America
that has brought a lot of attention is the broadband loans and the
controversy about the Department making loans in areas that al-
ready have service. And I understand you have got a pretty exten-
sive background, maybe, in this area.

What do you say to the folks that say that we shouldn’t be using
taxpayer dollars to set up redundant systems that are already in
place, and shouldn’t we focus on areas that are not served or un-
derserved today?

Secretary SCHAFER. Well, as you point out, I have had some ex-
perience in this, both in the public sector as governor and the pri-
vate sector in the business world. I feel strongly the government
has a role in this area, that places that are underserved and
unserved are so because of, often, wide open spaces with a lot of
geography and few people, where a return on investment just
doesn’t make sense for the private sector.

And if we look at the parallels of the railroads or the telephone
utilities and electricity in the rural electrification and the commu-
nications efforts across this country, I believe that broadband appli-
cation today is in the same area, where we need—where the pri-
vate sector, having been there, our company could afford to invest
only in certain areas where we got a proper return.

Our company was focused on rural areas where the large tele-
communications companies didn’t know how to deal with markets
that were even below three million in population. Some of them got
down to a couple of hundred thousand in population. They have no
idea how to get the proper return, how to raise the capital, how to
get the business put in place in rural areas.

I think the reason for the underserved and unserved area limita-
tion is because we need to focus our dollars where they make
sense. And if the conditions are such that private industry has al-
ready invested in those areas so there is a service provider there,
it doesn’t meet the criteria. We need to focus the tax dollars on the
places where the private sector won’t or can’t get involved, and
therefore the definitions of underserved and unserved.

Mr. CoNNER. Congressman, if I could just quickly add as well,
you are probably aware that we have a proposed rulemaking that
has been underway that we published the middle part of last year.
That comment period is closed, and I suspect probably within the
next few months we will be coming out with a final rule that pro-
vides this definition of eligible rural communities that will be an
update from the current rule. And to begin with, in a few months
we will be coming out with that.

Mr. LATHAM. Now, you're talking about communities in millions
and, say, a couple hundred thousand. My home town where I grew
up and lived was 168 people. We are not talking about hundreds
of thousands of people; we are talking about——
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Secretary SCHAFER. And that is exactly why where the cost of the
technology, depending on the systems you use, a $200 thousand in-
stallation of a radio to deliver broadband in a community of 168 is
not going to get you a return that a private investor is interested
in. And we need to be able to shore up that effort.

And I would add that I testified as a citizen and a business
owner in the rulemaking process to the RUS on this program. I feel
very strongly about it. And I believe that the current definition of
eligibility on population is 20,000 or less. And those are appro-
priate focuses to be down in the areas where you are just not going
to see the private investment.

Mr. LATHAM. I see I am over time. Thank you, Madam Chair.

Ms. DELAURO. Thank you, Mr. Latham. Mr. Farr.

LIGHT BROWN APPLE MOTH

Mr. FARR. I wanted to follow up on that one question I had asked
about the light brown apple moth, about whether you would be
able to call in the health officials, including the U.S. Surgeon Gen-
eral, to at least review the situation and provide some guidance to
the public on the effects. An ounce of prevention will save you a
pound of cure.

Secretary SCHAFER. I think that suggestion makes a lot of sense.
I would point to the fact that we did an environmental assessment
on the applications and chose the appropriate course. And we only
use applications that are approved by the EPA.

Mr. FARR. Well they have gotten very difficult because the com-
pound used to mix the pheromone with in order to spray it had
been part of that. And it is only the pheromone they looked into.
And with lawsuits, then the judge required them to disclose what
the ingredients were, which were proprietary information.

And in that whole buildup, a lot of distrust as to the health ef-
fects; and, frankly, we have really not had anybody in the health
field come out and say, it is okay. It is not going to cause problems.
The Department of Health Services in California is taking com-
plaints of health effects, and doctors have been seeing people.

So all we are defending it on is wondering why we got to spray
it, and people are—the opinion is, well, they don’t care about some
nursery stock in some other town or county. Why should they spray
my house and my children? And I just think that the public rela-
tions on this has been not well thought out. And I would appreciate
if we could get together with the Surgeon General or the people in
her department about——

Secretary SCHAFER. I met with the California Secretary of Agri-
culture on this issue last week, and with the same effort of how
are we going to handle this. I believe there have been four major
lawsuits, and I understand that at least one judge said that there
would be a negative impact on the environment

Mr. FARR. There is. That is not the issue. It is not the issue of
lawsuits and how you are going to—it is this leadership responsi-
bility concerning adverse health effect.

Secretary SCHAFER. Yes. And I agree with you, and we will try
to generate a group of appropriate people to look at that public
health aspect.
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FLEX ACRE PROPOSAL

Mr. FARR. Thank you. I noticed in your budget you want to elimi-
nate the flex acres. I want to just tell you that Congress will kill
that, as we always have, because as long as you are going to be
able to plant with somebody that has other benefits coming to
them, then what you are doing is taking people that have no mar-
keting assistance for their crops, who are all total private sector
high risk, and then giving farmers who don’t take that same
amount of risk, who also have other biofuels and things like that.

It seems to me that this is not a smart way to try to get rid of
the commodity program, by allowing people to grow strawberries at
the same time that they are taking the benefits from the com-
modity program.

Secretary SCHAFER. The administration’s Farm Bill proposal asks
that producers be allowed that flexibility to plant fruits and vegeta-
bles and rice, wild rice, on farm program base acres. And that is
a direction which we are pursuing.

Mr. FARR. Why?

Secretary SCHAFER. And Chuck, maybe you want to get into how
the policy is——

Mr. FARR. Why would you give them that benefit when the other
people don’t get any?

Mr. CONNER. Congressman Farr, let me just say that our flex
acre proposal in the Farm Bill was not the most popular provision
that we put out there. And I would be the first to acknowledge that
it came up against some strong opposition. We put it forward, hon-
estly, because we have $5.2 billion of direct payments per year
under our current price support programs that are in jeopardy of
being considered as trade-distorting if we don’t correct this prob-
lem.

Mr. FARR. But they would just cut them off. If you want to grow
those crops, you just get out of being on the welfare system. Get
out.

Mr. CONNER. Well, let me just say that the problem we have is
the WTO—and I don’t want to overstate this because this is not a
formal ruling—but the WTO has raised concerns that by not allow-
ing the planting of fruits and vegetables on those base acres that
are eligible for the direct payment—it doesn’t have anything to do
with whether or not you plant them or not, but by restricting that
eligibility, that you are in effect saying to the producer, you can
only grow this select group of crops by getting the direct payment.

And by that limitation and saying you must grow these crops,
their claim is that that is trade-distorting, and therefore the $5.2
billion must be counted in that trade-distorting category.

If we end up having to count that as trade-distorting, Congress-
man, we have got problems with the WTO. And I won’t elaborate
any more on that. I would be happy to privately walk you through
all the details on that. Now, we don’t accept this and we have been
defending the green box aspect of direct payments.

But I am telling you it is a problem going forward. That is why
we have raised the issue. Again, we understand that there is
strong opposition to it out there. The key industry group that is
pushing this issue is from my home state in Indiana. They have
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been given a large pilot project to take care of their concerns in
terms of the growing of tomato crops and that.

So we have been looking at this and we have been working back
and forth on this. But that is the reason why, is we are trying to
avoid a situation where a large chunk of our price support pay-
ments could be declared as trade-distorting and would cause us big
problems.

Mr. FARR. But you are going to wipe out other farmers by allow-
ing them to do it in just the domestic competition, where you have
got ones that have help from USDA and others that have no help.

Mr. CONNER. Yes.

Mr. FARR. The ones that have no help will not be able to meet
the market price. I just think it is

Mr. CONNER. We talked about this at last year’s hearing. We did
put out that very detailed analysis from the—I believe it was Con-
gressional—not Congressional Research, Economic Research Serv-
ice, I am, the ERS. And it did show some impact, and we have ac-
knowledged that.

But it is a relatively small impact out there, and it’s pretty sec-
tor-specific. There are only a couple of industries that are impacted
by this very much. And I don’t think anyone has disputed that
analysis, and we have made that available to the folks as well be-
cause I think it is important you have good data before proceeding
down this path.

Mr. FARR. Well, whatever you do to try to lift it, I will do to try
to stop it.

Mr. CONNER. I understand. We have a full understanding of that,
sir.

Ms. DELAURO. Thank you, Mr. Farr. Mr. Kingston.

Mr. KINGSTON. Thank you, Madam Chair.

Mr. Secretary, your budget eliminates some programs and some
duplications. Could you give us an example or two of those?

Secretary SCHAFER. Why don’t I ask Scott to do that. And while
he is looking——

BEEKEEPERS

Mr. KINGSTON. While he is looking, let me say something that is
unrelated. But we have an issue with the disaster payments to bee-
keepers, and it has to do with their participation in NAP. And so
I think we may have a letter or an inquiry in front of you guys
about that, but it doesn’t seem to be moving.

So without asking you to agree or disagree, I am just asking you
if you can——

Secretary SCHAFER. Check it? Yes.

Mr. KINGSTON [continuing]. Yes, move it along. That would be
very helpful. And then I will give you another question, give you
another minute.

SCHOOL NUTRITION

But this committee has been very interested in school nutrition
and nutrition education, and often we found that the USDA does
the nutrition formula and then the Department of Education actu-
ally tracks it a little bit better.
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And it seems to me, and we put report language in the bill last
year, that there needs to be some coordination so that you know
down the road if a child in the third grade gets some nutrition edu-
cation and some physical education, how does he look five years
later. Is it taking hold or not, or are these just kind of feel-good
programs.

MyPyramid, you did talk about the number of hits. But I don’t
know, they might be hits by USDA employees or providers. You
never know. I mean, I know on my own political web page the hits
are usually me or my opponent. [Laughter.]

Mr. KINGSTON. Nobody that you are trying to really get to. But
that report language was in the bill, and we would probably put
that language or similar language in that. And so maybe during
the course of the year, before we pass the bill—I mean, in the
course of the next couple of months—you could respond to us on
some movement in that direction.

[The information follows:]
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Nutrition

The Richard B. Russell National School Lunch Act (NSLA) requires that
the nutrition standards for the school meal programs reflect current
nutrition knowledge as presented in the latest issue of the Dietary
Guidelines for Americans (DGAs). The Child Nutrition and WIC
Reauthorization Act of 2004 (P.L. 108-265) amended Section 9{a) of the
NSLA by requiring the Secretary to issue guidance to increase the
consumption of foods and food ingredients -that are recommended by the
most recent DGAs.

The 2005 DGAs provide more specific nutrition advice than in the past
and its implementation will require significant changes in the school
meal patterns and nutrition standards. National School Lunch Program
(NSLP) and School Breakfast Program (SBP) regulations will need to
require that school menus promote the consumption of whole grain foods,
fruits, vegetables, and fat-free or low-fat milk or milk products, as
emphasized in the 2005 DGAs. These changes would increase the nutrient
density of meals and provide the food sources of nutrients of concern
for children.

Given the complexity of issues in conforming meal pattern requirements
to the 2005 Dietary Guidelines, the Food and Nutrition Service (FNS)
decided to contract with the Institute of Medicine (IOM) to convene a
panel of experts from diverse specialties in child nutrition. This
expert panel will provide recommendations to update the meal patterns
and nutrition requirements for both the NSLP and the SBP. FNS estimates
that IOM will take approximately 24 months to provide recommendations.
FNS will then engage in the formal rulemaking process to promulgate a
proposed rule that incorporates the IOM recommendations to the fullest
extent practicable.

While IOM is working to develop recommendations, FNS is encouraging
State agencies to provide technical assistance to School Food
Authorities so that they can begin implementing the applicable
recommendations of the 2005 DGAs within the current meal pattern
requirements and nutrition standards. To support these efforts, FNS
will issue updated guidance and a series of nutrition fact sheets to
assist foodservice professionals and assist menu planners in
implementing the 2005 DGAs.

FNS is also working with the National Food Service Management Institute
to create a resource that will allow School Food Service Directors to
train their managers and staff on whole grains. We have also entered
into a cooperative agreement with Texas A&M University to conduct
research to assist food service personnel in providing appealing whole
grain products to children.

In addition, USDA is promoting healthful meals, nutrition education and
physical activity in schools through the HealthierUS School Challenge.
This initiative supports the Dietary Guidelines by encouraging schools
to offer more fruits, vegetables, and whole grain products;
opportunities for physical activity; and nutrition education. Under the
HealthierUS School Challenge, elementary schools that voluntarily meet
specific criteria are recognized by USDA’s HealthierUS School Challenge
with gold, silver, or bronze awards. Currently, 203 schools across the
country are certified as HealthierUS schools.

Finally, to assist State agencies in their program oversight of
nutritional quality of school meals, FNS is currently providing on-site
School Meals Initiative Training and Technical Assistance.
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BUDGET ELIMINATIONS AND DUPLICATIONS

And then let me get back to the first question, if you——

Secretary SCHAFER. Yes. Scott.

Mr. STEELE. Thank you, Mr. Kingston. Well, of course, I would
start off by saying that a number of terminations in the budget re-
late to earmark-type programs off the bat, so

Mr. KiNGSTON. This would be White House e-mails?

Mr. STEELE. No.

Mr. KINGSTON. I was just curious.

Mr. STEELE. This would be the White House definition of ear-
marks.

Ms. DELAURO. Which doesn’t apply to themselves. Okay.

Mr. STEELE. Well, it’s a one-way, yes. In any case, that is part
of it, and we traditionally do that. It is not something new this
year, obviously, that we have done.

Another thing that the Secretary mentioned previously in his dis-
cussion was we have moved away from some grant programs in
Rural Development, per se, and where we have an alternative pro-
gram that offers the same—not necessarily a duplicate, but a simi-
lar type of program, where you have a direct loan program or a
guaranteed program.

We have tended to move away from the grant program aspect
more to more of the loan programs because we only pay for the
subsidy level of the direct loans and the guaranteed loans. And the
guaranteed loans have a lower subsidy level than some of the di-
rect programs, so we tend to move—so in cases like single family
housing, we had a direct loan program. And so last year we pro-
posed to go to a guaranteed—the single family guaranteed loan
program.

Mr. KINGSTON. Well, how about eliminations on things that
aren’t earmarks?

Mr. STEELE. Well, yes. We mentioned of the RC&D program,
which is not necessarily an earmark. It is something that Congress
has put in year after year. And we have proposed various alter-
natives to lower the funding in that program, and given the tight
budget, it didn’t score very high on our priority list. And last year
we had cut it, I think, to $19 million, and this year we have cut
it to zero.

Mr. KINGSTON. Which I think you did—was it two years ago?
Was it last year?

Mr. STEELE. Yes. Zeroed out in October. It just comes up as a
lower priority for us, and we know there are other ways of commu-
nicating our programs to the general public in terms of what pro-
grams might be available for them to apply for, through outreach
and other aspects.

Mr. KINGSTON. Well, let me ask you this. You know, often admin-
istrations do—and I have only worked with two, but I know that
they will put in veterinarian fees and fee increases and things,
knowing that it is never going to pass, but it kind of is some win-
dow decorating for their own budget, and eliminating things which
they know Congress is going to build back in it.
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But were there any specifics that—hey, you got this program
here, and it is so similar to this program here that why not consoli-
date it? Was there anything like that?

Mr. STEELE. Well—

Mr. KINGSTON. And I will give you an example. One thing on ear-
mark is if we are doing soybean research at an ARS station in Iowa
and we are doing one also in Missouri, maybe we shouldn’t do it
at both places. Did you just randomly eliminate both of them, or
did you say, this is good but we certainly should do it in Missouri
and not Iowa? They don’t even grow soybeans in Iowa, do they?

Mr. STEELE. Maybe Georgia, yes.

Ms. DELAURO. What about the $13.2 million for Georgia, Mr.
Kingston?

Mr. KINGSTON. I am asking. You can—which $13 million is that?
[Laughter.]

Ms. DELAURO. But actually, you and the administration are on
the same wavelength. They want to do away with earmarks, but
they have got $13.2 million for Athens, Georgia. And I notice that
that is an interest of yours as well.

Mr. KINGSTON. Yes, it is.

Ms. DELAURO. So shall we do away with earmarks?

Mr. KINGSTON. It is an interest of mine, and that was eliminated
in the past. So that is what I am asking. I mean, there are no se-
crets. They are all open for discussion.

But on earmarks, did you find any duplications, or did you just
say

Mr. STEELE. Well, I don’t think we did an analysis of all the ear-
marks. I think it was an across-the-board blanket policy decision.

Mr. KINGSTON. And you know, the one in Athens, Georgia,
Madam Chair, is what our proposal is to eliminate; there are four
i?l the country, and to put them all under one roof. And it actu-
ally

Mr. STEELE. You are talking about the poultry lab now?

Mr. KINGSTON. Yes. And it actually does pass the consolidation
type question. And I don’t represent Athens

Ms. DELAURO. It is an earmark.

Mr. KINGSTON. But I don’t represent Athens, Georgia, either. I
want to make sure you know that.

Ms. DELAURO. That is okay.

Mr. KINGSTON. Although it is a

Mr. STEELE. We are patterning after the one in Ames, Iowa.

Mr. KINGSTON. So what I'm hearing, though, is we haven’t found
something—for example, I know in another bill at another time, I
read somewhere where the Federal Government actually has 72
different jobs programs. I don’t know if that is accurate. This was
five or six years ago. And it would appear to me that there would
be plenty of room for consolidation of 72 programs with the job
title, that some of them could have been consolidated.

Did you see anything like that?

Mr. STEELE. Well, I would say that it is hard. There is always
a constituency for all these programs. And I think in the Rural De-
velopment area, we have a large number of small programs that
could be combined into something—a more general type of a pro-
gram.
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The Business and Industry Loan Program does cover some of the
same kinds of constituents and applicants that some of the other
smaller RD programs do cover. So we have shifted more towards
this B&I industry loan program rather than doing some other
smaller loan programs that we had available.

So that would be an example. And I think some of the stuff in
the conservation area as well—we have a number of different con-
servation programs that could be combined into a bigger program.
I think some of our Farm Bill proposals head in that direction. I
don’t know. Maybe, Chuck, you might

Mr. CoNNER. Well, I mean, Congressman Kingston, I think one
of the examples that you are looking for here, and frankly, it is one
that is very controversial with this committee, is the Commodity
Supplemental Food Program. And the Department is in no way
suggesting that the people that are currently benefitting under the
Commodities Supplemental Food Program should not receive food
assistance.

But we do think, as opposed to having a yet third program, that
a better and more efficient way of running that program is for
those people to be participating in the very large Food Stamp and
WIC Programs as well. And so this is an example where again—
and I know this is controversial

Mr. KINGSTON. Well, it is controversial. But that is why we came
to this town. So it is a legitimate discussion.

Mr. CONNER. And that is the reason. I am not in any way sug-
gesting those people aren’t qualified and eligible, but believe that
there is a better program and a more efficient way for us to serve
those same people.

Mr. KINGSTON. Well, I would like to see your reasoning on that
if you have it, even though it is more of a authorizing question, and
also, if WIC should be combined with it. I do see that you got a
lot of poverty brokers who are protecting their own job and not nec-
essarily putting the need of the recipient first.

[The information follows:]

COMMODITY SUPPLEMENTAL FOOD PROGRAM

The Commodity Supplemental Food Program (CSFP) is not a nationwide program,
operating in parts of 32 States, in the District of Columbia, and through two Indian
Tribal Organizations. CSFP benefits and target populations largely overlap with the
Food Stamp Program (FSP) and the Special Supplemental Nutrition Program for
Women, Infants, and Children (WIC). The Administration believes the needs of the
CSFP population are best met by encouraging that population to participate in our
core nutrition assistance programs: FSP and WIC.

CONSERVATION RESERVE PROGRAM

I want to switch gears on one other thing, CRP. Would you sup-
port allowing, at a point of the tree growth, allowing people to har-
vest pine straw on the CRP program? And I think they cannot do
it now. There is a nutrient question in the first five to ten years
of the growth of the pine tree. But after that, it seems like they
ought to be able to contract with a pine tree for harvest.

Secretary SCHAFER. I will say I know nothing about that.

Mr. KINGSTON. You don’t have that in North Dakota? [Laughter.]

Mr. CONNER. If I could, Congressman, I think that generally
speaking, and this is reflected in our own Farm Bill recommenda-
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tions, we support greater economic use on certain CRP ground, par-
ticularly as it relates to potentially using that product from that
land for biofuels production.

And we have, I think, shown that we believe that there can be
the benefits of CRP, but if managed properly, also some energy
benefits that come off of that very same land, sort of a win/win sit-
uation, wildlife as well as energy.

And I think, generally speaking, I am somewhat familiar with
your situation with the trees, and I think it falls into that category
of, in the future, we need to be looking at managed economic uses
that also preserve the benefits of the CRP.

Mr. KINGSTON. All right. Well, thank you. I yield back.

IMPROPER PAYMENTS

Ms. DELAURO. Thank you very much, Mr. Kingston. There are
about 473,000 people who are the beneficiaries of this supple-
mental program. Let me just mention this to you in terms of dupli-
cation because I think it is interesting. USDA cannot assure that
it is not making improper payments to individual or entities. This
is GAO again, I don’t make up the numbers, I could not make this
up: From 1999 through 2005, USDA paid $1.5 billion in farm pay-
ments in the names of 172,801 deceased individuals, either as an
individual recipient as a number of an entity. Of this total, 40 per-
cent went to those who had been dead for more than three years,
19 percent of those dead for more than seven.

Most of these payments were made to deceased individuals. I
could go on. Do you want to talk about duplication and consolida-
tion and eliminating programs? I sometimes wonder. In 2006,
USDA admitted it made $2.8 billion of improper payments to farm-
ers. Do you mean we cannot deal with the technology to address
that issue and save taxpayers’ money, if you want to save money.
V\f/:e are on the same wave length, maybe we have different pieces
of it.

FSA COMPUTER SYSTEM

But let me just get to another issue which addresses this issue
of overpaying and duplication, which are the FSA computer. We
have talked about it at length because it is about the delivery sys-
tem, it is about the various payments, et cetera, and this computer
system, we renewed it in January 2007. It was inoperable for a pe-
riod of one month. And the Secretary again testified before this
subcommittee on the computer problems. Breaking Point focused
particular attention on this.

Last week, we delivered our business plan for revamping the
FSA computers. We expect approval of the court order and re-
sources are going to be substantial. The Farm Bill would probably
have to address the issue but it needs to come ahead of the Farm
Bill just to get the current problems worked out, your responses?
Thirty seven and half million in a supplemental last spring for the
network because it needs to be in place for database application
stabilization and the other needs. We have provided resources
again addressing the problems, but we have yet, Mr. Secretary, to
get a business plan for our budget request for the near term or the
long-term plan.
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Let’s talk about the Farm Bill for a second; have people met with
the authorizers to request funding in the Farm Bill? What is the
status of the business plan for the IT issue in the Farm Bill as a
first question?

IMPROPER PAYMENTS

Mr. SCHAFER. Madame Chairwoman, if I may back up just to the
issue of making payments to dead farmers. I would point out that
often farm programs are contractual between the U.S. government
and farm and ranch owners. And that the death of a recipient does
not mean that we do not have obligations with contracts for the es-
tates and things like that. So while the land may remain in owner-
ship of a family member, the payment goes to an individual that
is named in the contract. Those need to be sorted out with the es-
tate. They often take a long period of time, and I think the bigger
issue here was the FSA field offices were likely delivering that pro-
gram inconsistently.

Ms. DELAURO. They make mention of that but there is not a
process in essence to deal with——

Mr. SCHAFER. Right.

Ms. DELAURO [continuing]. The entities, if they are being paid
for two years, for one year, for whatever it is. So there isn’t again
a system in place in which to try to deal with the inequities.

Mr. SCHAFER. My point is that just because the GAO says that
they were improper payments does not make them improper. And
we believe that in many cases, those payments were proper, maybe
the wrong name, it might have been an extended estate deal. It
might have been a contractual relationship that we were obligated
to pay. But we very much take this to heart and are concerned
about making sure that taxpayers’ dollars are spent wisely and ap-
propriately.

Ms. DELAURO. Well, but it says here again in GAO, I'm sorry to
interrupt you, for example, over one half of the 1.1 billion entities
from 1999 to 2005, in one case specifying a member of an entity
deceased in 1995, over $400,000 in payments for 1999 to 2000.
USDA relies on the farming operation’s self-certification that the
information provided USDA is accurate. Operations are also re-
quired to notify USDA of any changes, such as the death of a mem-
ber. Such notification would provide you with the current informa-
tion. It is complex, but we do not have systems or processes in
place that deal with the complexity so we do not deal with duplica-
tion.

FSA COMPUTER SYSTEM

Now, we have also talked about in the conservation portion of
your budget, again the Farm Bill talks about conservation, talk
about a high priority for conservation, and yet we are going to look
at—this gets to the point of management as well, the budget cuts
of $136 million for NRCS and 1,440 staff years from NRCS that
have been cut in 2009. In the aggregate, these numbers include a
number of programs that the budget eliminates that did not di-
rectly impact the Farm Bill program, but if you just take a look at
this, these are the main efforts to provide technical assistance for
people in the field to budget is going to seriously impede the ability
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of trying to address what services are going to have to be supplied
to people from the Farm Bill. And that would seem to me to be—
we have asked again and again and again I said in a short-term/
long-term, we provided money on an immediate basis for the com-
puter systems. I was in Kansas with my colleague Jerry Moran
looking at the system there, which are a problem, so that it is
about the service delivery, whether it is computers, whether it is
the ability to deal with what NRCS has to do, there is a disconnect
between what we lay out for the future and what the budget docu-
ment reflects, and I do not know how you are going to be able
to

Mr. SCHAFER. Well, let me say this, we were very appreciative
last year when we had the problem in the FSA offices of program
delivery that your committee supported additional resources to fix
that problem. Those dollar resources went to hardware servers,
hardware type assistance that we needed to fix. And I would also
point out that while we fixed the hardware side of things, we still
have modernization to do in the software applications.

Ms. DELAURO. We understand that with regard to the computers
it is about $456 million to do this. I do not know if that is accurate.

Mr. SCHAFER. Well, what we know is not accurate; is any esti-
mate in the hardware delivery system is going to be more. IT is al-
ways in a cost overrun.

Ms. DELAURO. How do we pay for this?

Mr. SCHAFER. It is hugely expensive.

Ms. DELAURO. How do we pay for this?

Mr. CONNER. If I could, Madame Chair, let me just say in terms
of the expected cost, I am advised here, literally just now, that our
total MIDAS implementation costs $305 million.

Mr. SCHAFER. As you know as well, I would just add that for the
Chair’s sake——

Ms. DELAURO. Is that based on a plan because GAO also inti-
mated that there was not a plan? Where is the plan? Where again
is the plan? We said, “Here is the money, get us a plan for us to
take a look at.” We wound up—I cannot remember what the agency
was, but we spent $25 billion someplace and then it could not
interface with somebody within the agency, it could not interface
with somebody else’s set of computers.

Mr. CONNER. Madame Chair, I think you would see that the
record from our testimony last year, I was fairly critical what the
agency, how we had performed in this way. We do now have a busi-
ness plan in place. That business plan took a long time to develop
internally. It is done, it has been approved by the Office of Manage-
ment and Budget. I believe that was done around the first of De-
cember. I am not sure what the process is here, Madame Chair-
man, but you all should have a copy of that business plan. And if
you do not, we will attempt to rectify that situation immediately
because that has now cleared through USDA, cleared by OMB. We
for the first time believe we have got the business case and the
business plan on really how to proceed here, and that has been
something we have been demanding on the management level
within the agency for a long time and have been frustrated by, to
be real candid.
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Ms. DELAURO. Well, $305 million, $456 million, I do not know
where we get the money.

Mr. CONNER. We will get that plan to you. I am advised that if
it is not here, we will make sure.

[The information follows:]

FSA COMPUTER SYSTEM BUSINESS PLAN AND TIMETABLE

The business case for the effor