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PART 1

AGRICULTURE, RURAL DEVELOPMENT, AND
RELATED AGENCIES APPROPRIATIONS FOR
FISCAL YEAR 1998

THURSDAY, FEBRUARY 27, 1997

U.S. SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS,
Washington, DC.
The subcommittee met at 10:05 a.m., in room SD-124, Dirksen
Senate Office Building, Hon. Thad Cochran (chairman) presiding.
P{lesent: Senators Cochran, Specter, Bumpers, Kohl, Byrd, and
Leahy.

DEPARTMENT OF AGRICULTURE
OFFICE OF THE SECRETARY

STATEMENT OF DAN GLICKMAN, SECRETARY OF AGRICULTURE

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

OPENING REMARKS

Senator COCHRAN. The meeting of our agriculture appropriations
subcommittee will come to order.

Today we are pleased to begin the first in a series of hearings
to review the President’s proposed budget for the Department of
Agriculture and related agencies for fiscal year 1998. We are very
pleased to begin our hearings with the distinguished Secretary of
Agriculture, the Honorable Dan Glickman. We appreciate your
presence this morning and we also appreciate the presence of your
colleagues, the Deputy Secretary of Agriculture, Richard Rominger;
the economist for the Department, Keith Collins; along with Ste-
phen Dewhurst, Budget Officer for the Department.

As we all realize, this subcommittee has jurisdiction over the ac-
tivities and programs of the Department of Agriculture, with the
exception of the Forest Service. The President’s budget request for
the activities under the jurisdiction of this committee totals $51 bil-
lion for this next fiscal year. This is a net decrease of $1 billion
from the fiscal 1997 enacted level of funding.

Three-fourths of this request is for mandatory programs, so-
called because the law directs that payments be made by the De-
partment of Agriculture to beneficiaries of programs and for pro-
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gram activities. This year’s level of mandatory spending is $1.7 bil-
lion less than it was for fiscal year 1997.

The President’s proposed total discretionary appropriations re-
quest for the Department of Agriculture is $13.2 billion, which is
an increase of about $640 million above the enacted level for fiscal
year 1997.

Mr. Secretary, we appreciate your being here to further describe
and explain the President’s budget request for this next fiscal year.
We know that you have prepared a statement for the hearing, and
we encourage you to proceed to summarize that. We will make it
a part of the record in full, so we will have an opportunity to ask
you questions about it.

You may proceed.

STATEMENT OF SECRETARY GLICKMAN

Secretary GLICKMAN. Thank you very much, Senator, Senator
Kohl, Senator Byrd. It is an honor for me to be here.

You did introduce my partner, Deputy Secretary Rominger, who
is well-skilled in budget and management issues. I have two of the
finest career employees in Government with me as well, Steve
Dewhurst, our Budget Officer, who has probably been before here
more times than he would like to acknowledge, but for many, many
years, and Keith Collins, our Chief Economist, who has also been
at the Department many, many years. And they are here to bail
me out when I cannot answer your questions very well, but they
also have a good historical understanding of our operations.

I will summarize my statement, and have my complete state-
ment submitted for the record.

This budget was developed under tight constraints. There are
four priorities in this budget, and I thought I would list those and
talk a little bit about them. One is expanding economic and trade
opportunities. Two is ensuring a healthy, safe, and affordable food
supply. Three is managing our natural resources in a sensible way,
recognizing that part of that budget is within the confines of an-
other subcommittee because of the Forest Service. And four is re-
inventing Government and saving taxpayer money.

As part of this budget, we have had to make some difficult deci-
sions. Some of you are probably hearing about some of those deci-
sions in terms of closing offices out in the country. In some cases,
those discussions are premature. But, the fact of the matter is that
v;le are an agency in a steep reduction mode. And I will talk about
that.

At the same time, we are also an agency in which the laws have
been changed which changed our jobs. The farm bill reduced budg-
etary exposure by providing payments to farmers, which are set by
law over a 7-year period. We do not propose changing that at all.
However, that changes a lot of our job responsibilities. In addition,
implementation of the USDA portion of welfare reform is projected
to save nearly $3.5 billion this next fiscal year, and $21 billion over
5 years.

BALANCED BUDGET AMENDMENT

I would point out, and I mentioned this at the House hearing
yesterday, that while we are clearly doing our part, in terms of



PART 1

3

budget reduction and staff reduction, I will indicate some concerns
about the potentially adverse effect on the Department’s clientele
of an inflexible approach as part of the balanced budget amend-
ment. My concern is natural disasters, which occur every year. We
had them in California, we had them in the Dakotas, and they re-
quire a great deal of expendable resources.

I am also concerned that the amendment could result in reduc-
tions in farm program payments under the 1996 farm bill, as well
as the Conservation Reserve Program [CRP] payments. Another
concern of mine is the rural constituency is much smaller than the
urban constituency, and that rural programs could be particularly
vulnerable when those kind of priority decisions have to be made.

DISCRETIONARY BUDGET

The current request before this committee for discretionary budg-
et is about $13.2 billion. It is about one-half of a billion above the
level for 1997. We are also proposing legislation which would in-
crease user fees and limit reimbursements to private insurance
companies. With the effect of this legislation, the discretionary
budget is pretty flat, about $12.7 billion.

I would also note that the total number of employee staff-years
associated with the budget are down substantially. We are project-
ing staff-years of about 110,000 for 1998. That compares to nearly
130,000 staff-years in 1993. We are down 20,000 staff-years in 5
years. That is as large a reduction, I believe, as any Federal Gov-
ernment agency has taken. And we are looking, based on the budg-
et numbers, at further staff-year reductions projected for the year
2002. And I will talk a little bit more about that later.

1997 WIC SUPPLEMENTAL

Also associated with this budget, we are requesting a 1997 sup-
plemental of $100 million for the Women, Infants, and Children
[WIC] Program, to prevent a large drop in participation and to en-
sure a smooth transition between 1997 and 1998.

Let me start with the major priority areas, in terms of economic
and trade opportunity. The new farm bill brings new challenges to
American agriculture. The legislation provides farmers the flexibil-
ity to plant for the market rather than Government programs. This
is for the major row crops. To deal with the added risk of farming
brought about by this legislation—and there will be added risks as
we have increased price volatility already occurring in major com-
modities—we are expanding crop insurance tools as part of our
commitment to maintain a safety net for producers.

REVENUE INSURANCE PILOT PROGRAM

Last year we worked with the private insurance industry in de-
veloping a pilot program for revenue insurance, which protects
farmers against price declines as well as production losses. Right
now, insurance, to the extent that it works, deals with catas-
trophes, acts of God. We are proposing expanding this to include
price/revenue insurance. We are proposing that this program be of-
fered nationwide this next year.
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This will be a budget-neutral proposal and provide for a com-
prehensive set of improvements in the crop insurance programs.
My statement talks a little bit about the improvements in adminis-
tration of it. But of particular interest to the Appropriations Com-
mittee, is the proposal would change both the amount of discre-
tionary funds needed to operate the program and the range of ex-
penses that would be paid with such funds.

SAFETY NET

As part of our safety net proposals, the committee should be
aware that we are requesting the authorizing committees to give
us authority to extend commodity loans beyond their 9-month lev-
els, in certain circumstances where there is great price volatility,
allowing for managed haying and grazing of CRP acreage, in-
creased planting flexibility, and providing for flexibility in the tim-
ing of production flexibility contract services. We are also proposing
changes in the farm credit area.

Also, to help farmers deal with the added risks of farming, we
are requesting appropriated funds to expand the collection and dis-
semination of weather data for agricultural areas. We are con-
cerned that we need more accurate weather forecasting, which
would help producers mitigate the adverse impacts of weather-re-
lated events.

The most recent one was the freeze in south Florida, where, what
we are seeing is that the agriculture component of the National
Weather Service is basically being reduced in terms of the separate
reporting stations and operations. We think that we need to aug-
ment some of those in our budget as well.

On the area of farm credit, we continue to provide essential fi-
nancial support for those who cannot obtain credit elsewhere. We
are proposing these programs be funded at about a level of $2.8 bil-
lion in loans and guarantees. Portions of both direct and guaran-
teed farm operating and farm ownership loans will be targeted to
beginning and socially disadvantaged farmers.

SOCIALLY DISADVANTAGED FARMERS

We are also requesting that $5 million be appropriated for fiscal
year 1998 to continue the outreach program for socially disadvan-
taged farmers. Only $1 million was appropriated in 1997. We have
allocated a little bit extra from our fund for rural America, but we
believe it is very important to ensure that members of these groups
receive the training and management assistance necessary to re-
main in farming.

In the area of trade we have had some great success. Last year
we had a record level of nearly $60 billion in exports that we
achieved. We believe trade is the ultimate safety net. One of every
two acres of production in America goes for products that go over-
seas. It is critical that we continue our trade expansion efforts.

U.S. EXPORTS

Changes in the domestic farm programs have made America’s
farmers and ranchers more dependent than ever on exports. In ad-
dition, although many tariffs and trade barriers have been lowered,
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we continually face new challenges in our efforts to access new
markets, such as phony sanitary or phytosanitary measures that
are not based on sound science, as well as, concerns about geneti-
cally engineered products. Competition remains keen.

Our budget proposals continue our strong commitment to export
promotion and growth. They provide a total program level of just
under $7.7 billion for the Department’s international programs.
Funding for most of these programs is either maintained at the
current levels or increased.

In the case of the Export Enhancement Program, the budget pro-
vides funding at the maximum level permitted by the 1996 farm
bill.

In the area of rural development, portions of rural America con-
tinue to face persistent poverty, lack of basic amenities, and limited
economic opportunity.

EMPOWERMENT ZONES/ENTERPRISE INITIATIVE

The budget provides funding for several key administration ini-
tiatives to address these problems, including the empowerment
zone/enterprise initiative, the water 2000 initiative, the President’s
national homeowner initiative, and the administration’s national
information superhighway initiative.

The budget provides for about $9.1 billion in loans and grants
under our rural development programs, which is about $1 billion
more than can be supported with the 1997 appropriation. This in-
cludes $1 billion for single family housing direct loans.

Further, we are proposing that $689 million of the budget au-
thority for rural development, which is enough to support about
$2.5 billion in loans and grants, be provided under the Rural Com-
munity Advancement Program [RCAP] authorized by the new farm
bill. That will give greater flexibility for the States to set priorities
and allow some limited block granting as well.

FUND FOR RURAL AMERICA

As most of you know, we have a Fund for Rural America, which
was established in the farm bill, which provided up to $100 million
a year in additional funding for critical rural development and
high-priority research. We are proposing a technical correction in
that bill, which we will be glad to talk about later.

In the area of research, we are proposing $1.8 billion for re-
search, education, and extension. I will not go into that in great de-
tail, other than to say, that the priorities in that area, including
promotion of development of sustainable farming systems, long-
term global competitiveness, and new and improved products, are
all the things that will be part of that. Also, Congress will have to
reauthorize the research title of the farm bill this year.

In 1998, we will also conduct a census of agriculture for the first
time, and thereby expand significantly its role as an information
provider. Although we were appropriated funding for the census in
1997, the authorization legislation to transfer the function from
Commerce to USDA has not been passed. I urge you to see if you
can do that.
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MARKETING AND INSPECTION

In the marketing and inspection area, we are making excellent
progress in combating many plant and animal pests and diseases,
such as brucellosis. The 1998 budget also provides funds for pest
detection activities, such as Karnal bunt, a wheat fungus, and agri-
cultural quarantine inspection along the borders.

In addition, we have several proposals regarding packer market
competition and poultry industry competition and compliance rec-
ommended by the Advisory Committee on Agricultural Concentra-
tion. We believe very strongly that the increased concentration in
agriculture, particularly in the livestock industry, is a threat to
family farm operations. This is an area that we are looking at very
closely.

So that covers the area of economic opportunity.

Quickly, I would like to turn to the area of healthy, safe, and af-
fordable food supplies. Obviously, the main part of that is complet-
ing our implementation of the Hazard Analysis and Critical Con-
trol Point [HACCP] System, which is a performance-based system
to inspect meat and poultry. We are requesting a current law budg-
et of 5591.2 million in that area, to inspect meat and poultry. That
is a $17.2 million increase over the 1997 level, to maintain inspec-
tion and continue making investments in technology, training, and
science.

USER FEE PROPOSAL

Legislation will be proposed, I should reinforce this because it is
very controversial, to recover the direct cost of providing inspection
to slaughter plants. In-plant inspection we are asking this to be
provided for by user fees which is estimated at $390 million in
1998. This user fee proposal assures that the resources will be
available to provide the level of inspection necessary to meet the
demand for such services without being subject to annual budget
pressures. This action will also reduce the pressure to trade off in-
vestment and improving inspection with the need to meet legisla-
tive requirements for providing information.

I might also mention this little side note. Livestock is one-half
of the gross sales of American agriculture. Fifty percent of every-
thing we sell in American agriculture, from farmer to rancher,
through value added, is in livestock. It is billions of dollars a year.
Half of that, by the way, is in the cattle industry.

Our point is that we have to continue to convince the American
consumers, which we have successfully done, that their meat and
poultry is safe. One outbreak of a problem causes a great reflection
of fear on the part of the consumer. We have been lucky that we
have not had the problems nor the resistance to good science, as
we have seen in other parts of the world, particularly with Western
Europe, where we saw meat consumption in Germany fall 50 per-
cent the month after the BSE or mad cow incident came up, and
there was not one reported case of BSE in Germany.

We do not have it in this country. We have safe meat and poul-
try. The public is convinced that we do. And we have to make sure
that we continue to fund this meat and poultry inspection oper-
ation to continue that consumer confidence.
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We worry that there may not be enough funds in the budget
without some form of user fee, but I recognize the controversial na-
ture of this particular proposal.

RESEARCH

As part of the President’s recently announced food safety initia-
tive, we are also requesting $9.1 million for research, education,
and improved inspection systems, working with cooperative re-
search land-grant universities, tracing foodborne illnesses. We are
requesting an increase of $10.2 million be made available to the
Agricultural Marketing Service [AMS] to administer the pesticide
data program. We believe that funding for this program within
USDA is preferable to the current funding arrangement through
the Environmental Protection Agency [EPA], because we are large-
ly the ones involved in the issue of application of pesticides.

FOOD AND NUTRITION

In the area of food and in the area of nutrition programs, we are
proud to say that WIC has grown to full participation, achieving a
longstanding bipartisan goal. A budget request of $4.1 billion is
proposed for 1998, to provide adequate resources to support full
funding for WIC at 7.5 million participants. We will continue to
work with the States to improve caseload management and to oper-
ate the program within available funds.

We have also requested $7.8 billion for the School Lunch and
Child Nutrition Programs, and we have stepped up our nutrition
education activities, designed to help schools serve more nutritious
meals and to teach children healthier eating habits. We are also re-
questing $12 million for a new human nutrition initiative in 1998,
with increases each year until the initiative reaches $53 million in
the year 2002.

Virtually all the human nutrition research in Government is con-
ducted by the Department of Agriculture. The main centers you
may have heard of are at Tufts and at the Texas Medical Center
in Houston. But we have centers at the University of Arkansas,
where we do a lot of human nutrition research. And we believe this
is important to understand better the relationship between diet,
cognitive development, and health, particularly for infants and chil-
dren.

In the area of nutrition assistance, we are working actively with
the States to implement welfare reform. We plan to offer modest
legislative changes to the authorizing committees to moderate the
harsher aspects of welfare reform, to provide a softer landing and
extend a helping hand to anyone able to and willing to work but
unable to find a job. This legislation would add some money to the
budget, and it is something you may want to ask me about later.

FOOD RESCUE

I also want to call your attention to a nonbudget item, but
USDA, in the last few years, has adopted a major initiative in the
area of food rescue and gleaning. Congress passed the Bill Emerson
Good Samaritan Act this past summer, which relieves people of li-
ability in most cases for donating surplus food.
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We estimate that, institutionally in this country, we throw away
15 million meals a day of perfectly healthy food. And we are trying
to facilitate, through food banks and through community oper-
ations, of not wasting good food. USDA happens to have the only
cafeteria in Government which routinely donates our surplus food
to the D.C. Central Food Kitchen.

As a result of this bill, several American companies now donate
several hundred thousand sandwiches a month into the community
food bank operation that was otherwise being thrown away. And
this is an area where Government can be a facilitator, without cost-
ing any money. It is something that we think is part of the commu-
nity spirit of this country. The Bill Emerson law had a lot to do
with that.

CONSERVATION

The third priority is sensible management of natural resources.
The 1996 farm bill extended the Department’s conservation respon-
sibilities by creating new programs. Actually, if one were to look at
the 1996 farm bill, you would say it was largely a conservation
farm bill. It included a lot of new programs.

We face a critical year in deciding the fate of 21 million acres
that are coming out of existing CRP contracts. The revised CRP
will target only our most environmentally sensitive lands, so that
we get the maximum environmental benefit for each dollar spent.
Less environmentally sensitive land, better suited for planting
crops, will be returned to production.

Using Commodity Credit Corporation [CCC] funds, our goal is to
reach and then maintain the 36 million-acre maximum enrollment
established by Congress. Although it will take us some time to get
there, this is probably the most significant part, conservationwise,
of the last farm bill.

In addition, in association with CRP, CCC funds will be used to
enroll an additional 212,000 acres into the Wetlands Reserve Pro-
gram [WRP], which would bring total enrollment to about 655,000
acres in 1998, and reaching a goal of nearly 1 million acres by the
year 2002.

Finally, we are requesting appropriated funds of $821 million for
our Nalzural Resources Conservation Service [NRCS] to carry out
its work.

REINVENTION

The final area is reinvention and saving money. USDA continues
to implement the reorganization which was authorized by Congress
in 1994. We have already consolidated agencies and restructured
the headquarters field offices. Our initial streamlining efforts have
resulted in substantial reductions in employment, and indicate a
savings of more than $4 billion by the year 1999, and nearly $8 bil-
lion by the year 2002.

We are continuing to close and collate field offices to streamline
operations, to provide more efficient services. Further streamlining
and downsizing, as well as better management of technology serv-
ices across the Department is underway.

USDA’s total Federal and county employment in 1996 was over
16,000 below its 1993 levels. And by the year 2002, it will be more
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than 26,000 below the 1993 levels. USDA’s employment today is
lower than it has been at any time in the last 30 years.

When we were asked to streamline and downsize, and this of
course started before I got into this job, we are doing just that. I
also want to point out something that many of you have told me
individually. There are a lot of rumors out there about further clos-
ings of offices. Kentucky is one State that I have heard from a lot
of folks out there. I sent a letter out, saying that I have not ap-
proved any additional plans to close field offices beyond the level
of 2,500 field offices that we had agreed to as part of the reorga-
nization. We are about 2,650 now, down from about 4,300.

Senator COCHRAN. Mr. Secretary, since you specifically men-
tioned Kentucky, I know Senator McConnell has the obligation to
chair an appropriations subcommittee at 10:30. If you would permit
me, I am going to yield time for him to ask you a question on that.

Secretary GLICKMAN. That is why I referred specifically to you.
Because I knew you would have an interest in this.

Senator COCHRAN. Senator McConnell.

FSA FIELD OFFICE CLOSINGS

Senator MCCONNELL. Thank you so much, Senator Cochran. I
really appreciate this. I will not take but a moment.

As you know, because we talked about this, the State executive
director in Kentucky is running around saying that 50 offices are
going to be closed. You had told me and told Senator Ford pre-
viously that this was a work in progress.

Secretary GLICKMAN. That is correct.

Senator MCCONNELL. That nobody was to make announcements
yet.

Secretary GLICKMAN. That is correct.

Senator MCCONNELL. This fellow seems to me to be totally out
of control. I mean Senator Ford, who is obviously not of my party,
said to the Farm Bureau just this week that he has told you all
you ought to either shut him up or fire him. And my concern is this
fellow is sort of running amok across our State. Does he have the
authority to do that?

Secretary GLICKMAN. Let me speak to this in a little more ge-
neric way, without talking about any individual. I have talked to
this particular gentleman, because he is not totally out of line. He
got information from the national office to prepare projections of
i:)losiﬁlgs based upon a hypothetical plan. Let me just explain it

riefly.

Our goal was to get down to 2,500 offices, service centers. These
would be combined with USDA offices throughout the country. We
are close to that. The President’s budget, as proposed, has dollar
numbers within the USDA request that would require us to get
down to 2,000. That is presuming that you all adopt an appropria-
tions bill that is compatible with his total budget, which you may
or may not do.

There was some discussion by some State executive directors
[SED] around the country, and I was aware of it, which assumed
that if we were going to go get down to 2,000 offices, that would
mean some field offices with fewer people. Therefore, you would
have to lay off more people in the process, because you would have
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these offices with fewer people. So some of them, I suppose you
could call it a rump group of which I was aware, decided to come
up with an option by which we would reduce down to a level where
we could keep much more of our staff functioning, helping people,
but we would not have as many offices. So that was the option that
surfaced from the rump group.

Now, what happened inside the Department is that the directive
went out to some of the SED’s to determine how they would handle
this, “option” of going down to 1,500, which, by the way, is 500
more than is proposed in the President’s budget. Once I heard
about it I sent out a letter last week to all of you which basically
said there is no plan on paper to close further offices. I happened
to see a wire story about Kentucky concerning something that the
State executive director had said. Just let me say, it has happened
in other States as well, Senator, besides Kentucky.

Senator MCCONNELL. Mr. Secretary, I do not want to belabor
this, and I really thank Senator Cochran for giving me a couple of
minutes here. I got your letter. The point is he is still doing that.
I strongly recommend that if he does not have the authority to be
saying what he is saying, you, as his boss, ought to tell him to quit
saying it. We understand that some offices are going to be closed.
You are not going to get a wholesale complaint from me about that.
I understand the budgetary needs. But he has been just bouncing
off the walls, running around the State. We have a turmoil, a gen-
eral turmoil, down there on this. And I really think you ought to
shut him up until you finish your work.

Secretary GLICKMAN. Message heard.

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

Senator COCHRAN. Thank you, Senator.

Secretary GLICKMAN. Thank you.

Senator COCHRAN. Mr. Secretary, you may complete your testi-
mony.

ELECTRONIC BENEFIT TRANSFER CARD

Secretary GLICKMAN. Besides talking about that issue, I want to
talk a little bit about efforts in the reinvention area to combat
fraud and reinvent administrative processes. We are working to
complete the Electronic Benefit Transfer [EBT] Program in food
stamps. The debit card, we believe, will significantly save taxpayer
dollars and reduce fraud. This program is operational in 18 States,
and in development in all other States. We are also stepping up our
management and integrity efforts in child nutrition and WIC.

In the area of single direct family housing, we have moved to a
program called dedicated loans, origination and servicing [DLOS],
which is a centralized servicing system of housing. We expect that
to save $400 million over the next 5 years, while providing better
service to our borrowers and reducing delinquencies.

I have talked to you a little bit about the potential impact of the
budget on USDA service center locations. I know that this creates
some hardship in certain places in the country. There is no ques-
tion we are going to have to probably continue to reduce, but I as-
sure you that we will create no plans on further reductions without
notifying you and having you participate in that process.
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I do think, in this era of computers, fax machines, and electronic
communications, that we do not need the same field office structure
we needed in 1935. We have begun the process of reducing it. But,
above all, we have to always keep in mind that how we serve farm-
ers and ranchers, how we serve the people who need our programs,
is the key point in terms of that field office structure.

CIVIL RIGHTS

Finally, Mr. Chairman, I want to mention civil rights. Your com-
mittee, last year, helped to provide some additional money to
strengthen staff resources in the area. We have many activities un-
derway now to reduce the embarrassing backlog of equal employ-
ment opportunity and program discrimination complaint cases in
USDA. A few months ago, I created a civil rights action team to
do a thorough audit of USDA civil rights issues and provide me
with recommendations for improvements.

We held a series of listening sessions around the country, to hear
from employees and program participants. Deputy Secretary
Rominger and I attended most of them. I have received a copy of
this report, which we will get to you. Tomorrow I will announce
some steps that I am going to take to try to make it clear that our
Department ought to be viewed in a positive way, not a negative
way, in terms of how we treat our employees and how we treat our
customers.

In addition, I have directed the agencies that serve farmers to es-
tablish special outreach offices in the field. I am committed to mak-
ing positive changes to USDA to ensure that both our employees
and our customers are treated fairly and with dignity.

Finally, let me just thank you for your help. It is no secret that
our committee’s budget was one of the few that passed on time, the
USDA’s budget. And in some cases, we were the only agency in
Government operating when there were shutdowns. And I would
like to think it was because of the cooperative help with which we
have worked together, as well as the bipartisan spirit in agricul-
tural programs.

So I thank you very much, and look forward to your questions.

PREPARED STATEMENT

Senator COCHRAN. Thank you very much, Mr. Secretary. We ap-
preciate very much your cooperation with the committee and your
helpful description of this budget request. We have your complete
statement, and it will be made part of the record.

[The statement follows:]

PREPARED STATEMENT OF DAN GLICKMAN

Mr. Chairman, Members of the Committee, it is a privilege to appear before you
to discuss the 1998 budget for the Department of Agriculture (USDA).

I would first like to express my appreciation for the hard work of this Committee
last year that resulted in the timely enactment of the 1997 Agriculture Appropria-
tions Act. We are grateful for your efforts.

The budget again this year was developed under very tight funding constraints.
It includes savings that are required to meet the President’s objective of balancing
the budget by the year 2002 while positively addressing strategic goals for programs
that meet the needs of people and protect the Nation’s natural resources. There are
four fundamental priorities that we focused on in developing our budget proposals
for 1998. These include: expanding economic and trade opportunities; ensuring a
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healthy, safe, affordable food supply; managing our natural resources in a sensible
way; and reinventing government and saving taxpayer money.

In order to meet our budget priorities, it was necessary to make hard decisions
to restrain, reduce, and redirect spending in a number of areas; to include some new
user fee proposals; to require employment cuts in many of our major agencies; to
absorb part of the increased pay and inflation costs; and to change the way we do
business. I should also point out that through recent changes in legislation, USDA
also contributes to balancing the budget through reductions in mandatory spending.
The Federal Agriculture Improvement and Reform Act of 1996 (the 1996 Act) re-
duces budgetary exposure by providing fixed and generally declining market transi-
tion payments over a 7-year period. Also, implementation of the USDA portion of
welfare reform is projected to save $3.4 billion in 1998 and a total of about $21 bil-
lion over 5 years.

The President’s budget proposes $60.3 billion in budget authority for 1998 for the
Department of Agriculture compared to a current estimate of $60.6 billion for 1997.
The staff year level associated with the proposed budget is also worthy of mention.
USDA is ahead of schedule in reducing employment based on the original reorga-
nization and streamlining plan. By the end of 1996, we reduced our total staff years
including Federal and non-Federal to 113,000—a reduction of 8,000 below our origi-
nal estimate and more than 16,000 below the 1993 level of 130,000. Those reduc-
tions were primarily achieved through normal attrition and the use of early outs
and buyouts.

I would like to mention also that, while the Department and its clientele will
make the necessary sacrifices to meet the needs to balance the budget, we believe
the economy will benefit in the long run. However, I would like to register some
concern about the potentially adverse effects on the Department’s clientele of the
inflexible approach pursued in the balanced budget amendment, which could limit
our ability to respond to natural disasters, reduce food stamp benefits in times when
the need is greatest, and create intense pressures to reduce valuable programs for
our farm and rural clientele.

The request before this Committee for discretionary budget authority is $13.2 bil-
lion. However, the budget proposed legislation in several areas of the Department
that if enacted would reduce discretionary budget authority to $12.7 billion, the
same level as 1997. The legislation includes new user fees for the Food Safety and
Inspection Service, the Agricultural Marketing Service, and the Grain Inspection,
Packers and Stockyards Administration; and legislation to limit reimbursements
paid to private insurance companies in the crop insurance program.

Also associated with the 1998 budget, we are requesting a 1997 supplemental of
$100 million for the WIC program to prevent a large drop in participation and to
ensure a smooth transition between 1997 and 1998. We are also requesting a $6.2
million supplemental for the Nutrition Education and Training (NET) program to
restore funds lost when the Welfare Reform Act removed the direct funding mecha-
nism of this program, leaving it with no funds. NET provides State level technical
assistance for nutrition education throughout the Child Nutrition Programs. The
Administration’s supplemental proposals are fully offset including a rescission of
$50 million in budget authority for the Public Law 480 Title I program.

FARM AND FOREIGN AGRICULTURAL SERVICES

A fundamental goal of the Farm and Foreign Agricultural Services mission area
is the expansion of economic and trade opportunities to further income growth and
development throughout rural America. How we accomplish our mission will in
large part be determined by the new policies set in place by the 1996 Act, and one
of our primary tasks this past year has been to implement the policy and program
changes provided for in the 1996 Act. As a result of our efforts, nearly 99 percent
of eligible producers entered into production flexibility contracts.

Although the 1996 Act has provided much greater flexibility to our farmers in
their production and marketing decisions, it has also increased the risks inherent
in farming by reducing the Government’s role in supporting incomes and managing
supply and demand. As a consequence, we remain concerned about the adequacy of
the safety net for our producers and have been working diligently to expand and
improve programs which help producers manage their risk.

In this regard the Committee should be aware that we will be proposing legisla-
tion to the authorizing committees to improve the safety net for farmers. Our legis-
lation provides discretionary authority to extend commodity loans, allows managed
haying and grazing of Conservation Reserve Program acreage, increases planting
flexibility and provides for flexibility in timing of production flexibility contract pay-
ments. Legislation will also be proposed to expand revenue insurance coverage na-
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tionwide, improve farm credit services, and make other technical adjustments to im-
prove farm programs.

At the same time, we will continue in our efforts to reduce expenses, improve effi-
ciency, and provide improved service to our customers. A major focus of these efforts
is the establishment of Field Office Service Centers and associated steps to enhance
services in the field.

Farm Service Agency

The Farm Service Agency (FSA) administers the farm credit programs, commodity
programs, several conservation programs, and activities of the Commodity Credit
Corporation (CCC). The consolidation of staffs and county offices under FSA contin-
ues to be a major focus of our streamlining efforts.

FSA staffing has changed dramatically as a result of these streamlining efforts.
FSA Federal and county staffing is projected to be down from 19,008 staff years at
the end of 1996 to 17,875 staff years at the end of 1997 as a result of buyouts, RIF’s,
and attrition. The 1998 budget for FSA salaries and expenses proposes a program
level of $954.1 million, estimated to support a ceiling of 15,756 staff years, suggest-
ing further separations in 1998 of approximately 2,119 staff years.

Farm Credit Programs

The farm credit programs administered by FSA continue to serve as a vital source
of credit for our Nation’s farmers and ranchers. Over the last two decades or more,
these programs have changed significantly. Guarantees of loans made by private
lenders now comprise the bulk of activity. A portion of the direct loans are targeted
to beginning and socially disadvantaged farmers and ranchers, and far more atten-
tion than in prior years is being paid to repayment ability and adequate security.

The 1998 budget provides for a total of about $2.8 billion in farm credit program
loans and guarantees, which is about $300 million less than the amount supported
by the 1997 appropriation. Of the reduction, approximately $200 million is related
to the guarantee portion of the farm ownership loan program. The $400 million
guaranteed farm ownership program provided for in the 1998 budget reflects the ac-
tual demand for the program in recent years. The remaining farm ownership and
operating programs are generally funded at the 1997 supportable levels with a mod-
est increase for the credit sales program. In addition, the 1998 budget proposes to
maintain the emergency disaster loan program at $25 million.

Commodity Credit Corporation

The Commodity Credit Corporation (CCC) programs are carried out by a number
of agencies. It is the source of funding for most of the conservation programs admin-
istered by FSA and the Natural Resources Conservation Service (NRCS), commodity
programs administered by FSA, and most of the export programs administered by
the Foreign Agricultural Service (FAS). The CCC is also the source of funding for
certain administrative support services associated with delivery of these programs.

Provisions of the 1996 Act limit CCC expenditures for computer equipment and
cap reimbursements to agencies for administrative support services at 1995 levels.
These provisions impose significant restrictions on the availability of CCC funds for
transfers and reimbursable agreements used to fund conservation technical assist-
ance and other support services for the conservation, commodity, and export pro-
grams.

The request for 1998 appropriations to reimburse CCC for net realized losses will
cover the amount of the loss incurred 2 years earlier which has not been previously
reimbursed. The 1998 budget requests $0.8 billion for the balance of 1996 losses not
reimbursed through appropriations in 1996 and 1997. Appropriations to reimburse
CCC for net realized losses incurred in 1997 will be requested in the 1999 budget.

Reflecting the pattern of outlays for the commodity programs, total CCC outlays
have declined from a peak of $26 billion in 1986 to less than $5 billion in 1996. In-
cluding conservation programs and other programs for which CCC funding was au-
thorized by the 1996 Act, CCC outlays are projected to total $7.8 billion in 1997 and
$9.9 billion in 1998, and decline to about $7.6 billion by 2002.

Conservation Programs

The Conservation Reserve Program (CRP) is the major conservation program ad-
ministered by FSA. The 1996 Act reauthorized the CRP, switched financing for the
program from appropriated funds to CCC, and set maximum enrollment at 36.4 mil-
lion acres. The 1998 budget assumes a competitive bid process will be used to enroll
nearly 19 million acres of new and expiring acres in 1997. Enrollments in subse-
guent years are assumed to gradually increase total enrollment to 36.4 million acres

y 2002.
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The budget also reflects provisions of the 1996 Act authorizing CCC funding for
a number of new conservation programs most of which will be administered by the
NRCS in cooperation with FSA.

The Agricultural Conservation Program, the Colorado River Basin Salinity Con-
trol Program, the Water Quality Incentives Program, and the Great Plains Con-
servation Program were replaced by the Environmental Quality Incentives Program.
The Flood Risk Reduction Program provides incentives to move farming operations
from frequently flooded land, and the Conservation Farm Option gives producers in-
centives to create comprehensive farm plans. The Wildlife Habitat Incentives Pro-
gram provides cost-share assistance to landowners to implement management prac-
tices improving wildlife habitat. The Farmland Protection Program provides for the
purchase of easements limiting nonagricultural uses on prime and unique farmland.

The 1998 budget does not include a request for funding the Emergency Conserva-
tion Program (ECP). Under this program, the Department has shared the cost of
carrying out practices to assist and encourage farmers to rehabilitate farmland dam-
aged by natural disasters. ECP received emergency funds of $25 million in 1997.
The President’s Budget, however, proposes the establishment of a new $5.8 billion
contingent reserve for emergency funding requirements for various disaster assist-
ance needs. This fund would be available to the President for disaster relief pur-
poses including use in the Department’s emergency conservation activities.

CCC outlays for CRP and other conservation programs are projected in the 1998
budget to increase from negligible levels in 1996, when rental payments were fund-
ed through appropriations, to $1.9 billion in 1997 and to $2.2 billion in 1998.

Commodity Programs

The 1998 budget projects CCC outlays for commodity price and income support
programs administered by FSA will increase from about $5.0 billion in 1997 to §6.2
billion in 1998, and then decline again to about $4.0 billion by 2002. These projec-
tions largely reflect the pattern of expenditures established in the 1996 Act, with
payments for production flexibility contracts increasing between 1997 and 1998 and
declining thereafter.

The 1996 Act fundamentally restructured income support programs and discon-
tinued supply management programs for producers of feed grains, wheat, upland
cotton, and rice. The income support programs were changed by replacing the defi-
ciency payment program, which was tied to market prices and was in place since
the early 1970’s, with a new program of payments that generally are not related
to current plantings or to market prices. The 1996 Act also expands planting flexi-
bility and suspends the authority for the Secretary to require farmers to idle a cer-
tain percentage of their cropland in order to be eligible for income support pay-
ments.

Dairy policy also is changed under the 1996 Act with phaseout of price support
and consolidation of milk marketing orders. The new law also alters the sugar and
peanut programs.

These changes have diminished the traditional role of the farm programs as a
buffer against fluctuations in production and commodity prices. Our greatest chal-
lenge from the 1996 Act is to find new ways to help farmers thrive in an increas-
ingly risky environment, and yet not be involved in the micromanagement of agri-
cultural decisions. That is why risk management has become a top priority, and why
the President and the Department attach such importance to enactment of legisla-
tion designed to improve the programs that help farmers better manage production
and market risk.

Risk Management Agency

The 1998 budget provides funding for the crop insurance program administered
by the Risk Management Agency (RMA) under both current law and new legislation
to be submitted to the authorizing committees to improve the safety net for farmers
by establishing a nationwide program for revenue insurance. Revenue insurance
protects producers’ income against shortfalls due to either price or yield fluctua-
tions. Our legislative proposal is budget neutral overall. However, it provides for a
reduction in the discretionary spending portion of program expenses, which is likely
to be of particular interest to the Appropriations Committees.

Under current law, funding for sales commissions, which have been treated as
mandatory spending, shift to discretionary spending in 1998. The budget provides
$203 million for this expense. Further, it provides $68 million in discretionary
spending for Risk Management Agency’s (RMA) own administrative expenses. All
other expenses of RMA are treated as mandatory, although subject to appropriation,
for which the budget provides “such sums as may be necessary.” The 1996 Act cre-
ated RMA to administer the crop insurance program and to carry out other risk
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management functions. Previously, the crop insurance program was administered by
FSA, which retains responsibility for the Noninsured Assistance Program (NAP).

The Administration’s proposal to establish a nationwide program for revenue in-
surance reflects the strong demand among producers that we have seen for new rev-
enue insurance products such as Crop Revenue Coverage (CRC), Income Protection
(IP) and Revenue Assurance (RA). Current law, however, limits RMA’s authorities
in the revenue insurance area to pilot programs. In implementing the revenue in-
surance programs, no additional premium subsidy has been paid, and the expected
1996 loss ratio experience is within the statutory limits and comparable to RMA’s
standard multi-peril production risk coverage. The only additional cost to the Gov-
ernment has been a modest increase in delivery expenses, including underwriting
gain paid to the insurance companies.

To offset the additional delivery expenses and the expected growth in market pen-
etration involved in expanding revenue insurance nationwide, the Administration’s
proposal provides for a change in the administrative (delivery) expense reimburse-
ments paid to private insurance companies, as well as an incremental reduction in
the loss ratio. The Administration is proposing that the reimbursement rate for de-
livery expenses be reduced from 28 percent under current law to 24.5 percent of the
premium for multi-peril coverage. This reduction is based on extensive analysis con-
ducted by RMA and the General Accounting Office. It will reduce discretionary
spending for delivery expenses from $203 million under current law to $149 million
under the proposal. Further, our proposal would make a portion of the overall reim-
bursement rate discretionary and subject to appropriation whereas current law
treats only the sales commissions portion of the reimbursement as discretionary. We
believe this change offers insurance companies more flexibility for adjusting to the
reduced reimbursement rate.

Finally, the legislative proposal will provide more flexibility for determining sub-
sidy amounts and establishing pilot programs. It will also require a processing fee
for RMA’s review and approval of industry requests for new insurance products, and
make certain changes in program compliance requirements. None of these changes
is expected to have a budgetary impact.

International Trade and Export Programs

Exports of U.S. farm and food products achieved a second straight year of robust
growth in 1996 and set another record at just under $60 billion. With the strong,
back-to-back gains of the last 2 years, U.S. agricultural exports have increased by
nearly $22 billion or over 50 percent since 1991. As a result, agriculture led all U.S.
trade categories as the most significant contributor to the U.S. balance of trade and
supported one million jobs both on and off the farm, one-third of which were in our
rural areas.

These strong export gains provide convincing evidence that American agriculture
is reaping the benefits of the North American Free Trade Agreement, the Uruguay
Round Agreement on Agriculture, and the more than 200 other trade agreements
the Administration has successfully negotiated. As a result of these agreements, we
now have the most open world market of this century and enormous opportunities
for additional export growth.

Further progress on the trade front is crucial to American farmers and ranchers.
Changes in the domestic farm programs made by the 1996 Act have made U.S. pro-
ducers more dependent than ever on exports to maintain and expand their income.
It is critical, therefore, that we continue our aggressive trade promotion efforts to
help U.S. producers and exporters take full advantage of emerging export opportuni-
ties. At the same time, we must continue to adapt and improve these efforts to meet
today’s challenges and keep pace with the competition.

The 1998 budget continues the Administration’s commitment to export promotion
and growth by providing a total program level of just under $7.7 billion for the De-
partment’s international programs and activities.

For the CCC export credit guarantee programs, the budget provides a total pro-
gram level of $5.7 billion, an increase of $200 million above the 1997 level. The in-
crease consists of export credit guarantees which will be made available to emerging
markets for U.S. agricultural products. This complies with provisions of the 1996
Act which require that $1.0 billion of export credit guarantees be made available
to emerging agricultural markets during the 1996 to 2002 period; these guarantees
will be made available in annual installments of $200 million beginning in 1998.

The budget also continues two other export credit initiatives. Included within the
overall program level for CCC export credit guarantees are $350 million of supplier
credit guarantees, an increase of $100 million above the 1997 level. These guaran-
tees, which were first made available in late 1996, allow exporters of U.S. agricul-
tural products to obtain CCC guarantees for short-term credit extended directly to
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foreign buyers. Supplier credit guarantees are expected to be particularly useful in
facilitating sales of processed and high value products.

The budget also includes $100 million of facilities financing guarantees, un-
changed from the current estimate for 1997. Under this initiative, CCC will provide
guarantees to encourage the establishment or improvement of agricultural related
facilities and/or services to address infrastructure barriers to increasing sales of U.S.
agricultural products in overseas markets.

The budget provides higher program levels for our two export subsidy programs
in 1998, the Export Enhancement Program (EEP) and Dairy Export Incentive Pro-
gram (DEIP). In the case of EEP, we propose to make available $500 million, the
maximum level permitted by provisions of the 1996 Act and a $400 million increase
over 1997. As you are probably aware, EEP and DEIP program activity was reduced
in 1996 as a result of world commodity supply and competitive conditions. The high-
er program levels established for 1998 will allow for increased sales under the pro-
grams in response to changed market conditions.

For the Market Access Program (MAP), formerly the Market Promotion Program,
the budget continues funding at its maximum authorized level of $90 million. Dur-
ing the past year, changes have been made in MAP to make it more targeted and
more friendly to small businesses. In 1996, 56 percent of the funds for promotion
of branded products was made available to small entities, up from 41 percent in
1994, and another 20 percent was made available to farmer cooperatives. Additional
program improvements have recently been made which are designed to broaden par-
ticipation, clarify program participation criteria, strengthen evaluation and account-
ability, and simplify program requirements for participants.

For the Public Law 480 foreign food assistance programs, the budget proposes a
total program level of $990 million. This is expected to provide for approximately
3.2 million metric tons of commodity assistance, unchanged from the level currently
estimated for 1997.

I would like to highlight one component of our Public Law 480 budget proposals
in particular. It transfers the budget and expenditures for the Title I concessional
sales program from the international affairs function to the agriculture function of
the Federal budget. This proposal is an outgrowth of recent changes in the Title I
statutory authorities which have placed a much greater emphasis on the program’s
market development objectives. With these changes, the role and importance of the
Title I program in the Department’s overall long-term market development strategy
has increased. Shifting Title I to the agriculture function will allow the program to
be managed and budgeted as part of a consistent package of agricultural export pro-
grams; all of our other export programs are presently included in the agriculture
function. I urge your favorable consideration of this proposal.

For the Foreign Agricultural Service, which administers the Department’s impor-
tant trade, export, and international cooperation activities, the budget provides ap-
propriated funding of $151 million, an increase of $15 million above the 1997 level.
Most of the proposed increase will be used to help meet the costs of several FAS
activities which are currently supported with CCC funds made available to FAS
through reimbursable agreements. The budget proposes that future funding of these
activities will be included in the FAS appropriation; with this change their funding
will no longer be subject to the annual limitation on CCC reimbursable agreements
established by the 1996 Act. These activities include the Emerging Markets Pro-
gram, under which technical assistance and training are provided to promising,
overseas growth markets where there is potential to increase U.S. exports signifi-
cantly over the long term. They also include the operating costs of the CCC Com-
puter Facility, which serves as the Department’s collection point for international
production intelligence and crop estimates, and for other, related FAS Information
Resources Management costs.

The budget also includes two innovative proposals to assist FAS address varia-
bility in the annual operating costs of its overseas offices. This variability can result
from a number of factors, including exchange rate fluctuations. The FAS budget pro-
vides an advance appropriation of $3 million for 1999 to offset wage and price in-
creases that occur at its overseas posts in 1998 and that the agency is able to docu-
ment. In addition, the budget includes language that will allow funds appropriated
to FAS to be obligated over 2 years rather than 1 year; this will allow savings that
may be realized in the cost of overseas operations to carry over for use in the follow-
ing year. These savings generally result from exchange rate gains.

RURAL DEVELOPMENT

Overall, the 1998 budget reflects the Administration’s strong support for ensuring
that rural Americans have the ability to take advantage of the same opportunities



PART 1

17

for economic growth that exist in urban areas. It supports the Administration’s
Water 2000 initiative which targets resources to the estimated 2.5 million rural resi-
dents who have some of the Nation’s most serious drinking water availability, de-
pendability, and quality problems. It continues support for direct and guaranteed
loans to help meet the Administration’s National Homeownership initiative. It pro-
vides additional support for the Administration’s National Information Super-
highway initiative. It also targets resources to those rural residents and commu-
nities most in need of assistance through the Empowerment Zones and Enterprise
Communities (EZ/EC) initiative.

The 1998 budget provides $175 million more budget authority for Rural Develop-
ment than was provided by the 1997 appropriation. The increase is expected to sup-
port $1 billion more in loans and grants than is currently estimated for 1997.

The 1996 Act authorized the delivery of the Department’s rural development pro-
grams under provisions of the Rural Community Advancement Program (RCAP).
RCAP allows the Department to manage a portion of its current array of rural de-
velopment programs through an integrated initiative that: (1) increases flexibility
to more effectively meet local needs; (2) reinvents program implementation and in-
creases reliance on performance measures; (3) ensures participation in the develop-
ment of State strategic plans from State and local officials, the non-profit and pri-
vate sectors, the State Rural Development Councils, and others involved in the rural
development process; and (4) targets a portion of the rural development funding to
Native Americans. The 1998 budget fully implements RCAP, including the creation
of block grants to the States for the administration of program activities similar to
those conducted under the Department’s ongoing rural development programs.

The 1996 Act also authorized the Fund for Rural America, which made $100 mil-
lion available for rural development and research in 1997. We are proposing a tech-
nical correction to this Act to correct a drafting error in order to move up the release
date making another $100 million available in 1998.

Rural Utilities Service

Without the Department’s rural utilities programs, much of rural America would
have been unable to obtain, at reasonable prices, basic infrastructure such as elec-
tricity, telephone, and water and waste disposal services. In earlier times, progress
was measured in terms of the number of farms and rural households receiving any
level of services. Today, the primary need is to assure quality infrastructure and
service at a reasonable price so that rural America can keep pace with modern tech-
nology and clean water requirements.

The 1998 budget provides for $1.5 billion in electric and telecommunications
loans, approximately the same level as 1997. Within the total, the 1998 budget pro-
vides for an increase of about $56 million for 5 percent electric loans, and for reduc-
tions of $56 million in direct municipal and $35 million for 5 percent telecommuni-
cations loans. Electric and telecommunications loans made through the Federal Fi-
nancing Bank and Treasury rate telecommunications loans would be funded at their
1997 levels.

There would be $175 million in loans made by the Rural Telephone Bank (RTB),
the same as the 1997 level. The Administration continues to work with the industry
towards the goal of privatizing the bank on a reasonable schedule. The equity of
RTB continues to grow and by the end of 1998 we estimate sufficient funds would
be available to retire the Government-owned stock in the bank and, thus, achieve
privatization under current law. The Administration is in the process of developing
proposed legislation to facilitate privatization.

With regard to the distance learning and medical link program, the 1998 budget
includes about $21 million for grants and $150 million in loans at the Treasury rate,
which requires budget authority of $21 million for both programs. In 1997, Congress
provided budget authority of $9 million which the Department converted into a
grant program of about $7.5 million and a loan program of $150 million at the
Treasury rate. This program encompasses two of the most useful applications of
modern telecommunications—education and medical services. Applications for this
program are well in excess of current funding. The increase in grant funding will
provide vitally needed assistance to some of rural America’s most remote and poor-
est communities.

The water and waste disposal program is one of the Administration’s highest pri-
orities. A program level of $809 million in loans and $484 million in grants will
allow the Department to continue making significant progress towards meeting the
goals of the Administration’s Water 2000 initiative. Water 2000 targets resources
to the estimated 2.5 million rural residents who have some of the Nation’s most se-
rious drinking water availability, dependability, and quality problems—including
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the estimated 400,000 rural households lacking such basic amenities as complete
plumbing.

Rural Housing Service

For rural housing, the 1998 budget supports almost 120,000 housing units in
rural America, compared to about 104,000 in 1997. It provides for about $3.0 billion
in guaranteed single family housing loans, and $1.0 billion in direct single family
housing loans. Interest rate adjustments in 1997 reduced the direct loan program
to $585 million. Restoring the $1.0 billion program level in 1998 will require $45
million in additional budget authority. These loans go to low and very low income
families. Families with higher incomes are served through unsubsidized guarantees
of loans made by private lenders. To further the President’s National Homeowner-
ship initiative, which seeks to increase the rate of homeownership in the U.S. to an
all-time high, the budget provides for $3.0 billion for unsubsidized guarantees of
loans made by private lenders, $300 million more than the 1997 level. The budget
includes an additional $100 million to be set aside for current direct loan borrowers
who can afford to obtain private credit for refinancing. The budget also provides for
$25 million in direct loans for the sale of inventory property.

The rural rental housing program would be maintained at the 1997 level of about
$150 million, and the budget request reflects proposed legislation to shorten the
loan terms from 50 to 30 years while amortizing the loan over 50 years. Rental as-
sistance payments, most of which is needed for the renewal of expiring contracts,
would be increased from $524 million to $593 million. This amount includes $52.5
million in funding to replace expiring HUD Section 8 rental assistance contracts
with less costly RHS rental assistance. The HUD budget request has been reduced
by a corresponding amount, reflecting this transfer of responsibilities to USDA.

Rural Business-Cooperative Service

Jobs are the cornerstone of all economic development—rural as well as urban. The
Department’s role in creating jobs and improving the infrastructure in rural areas
is both financial and supportive. Despite budgetary pressures, it is important that
}:‘he djo(}{) creation and retention programs of rural development remain adequately
unded.

The business and industry loan program has been expanded over several years
from a relatively modest $100 million level to about $700 million in guaranteed
loans in 1997. In 1997, Congress provided for a $50 million direct loan program to
augment the guaranteed loan program. The 1998 budget maintains the direct loan
{)rogram at $50 million, the guaranteed loan program would be funded at $611 mil-
ion.

The Alternative Agricultural Research and Commercialization program would be
increased from $7 million in 1997 to $10 million in 1998. This program in particu-
larly useful in meeting the needs for capital to commercialize innovative value-
added products from agricultural and forestry materials and animal by-products.

The budget also proposes a change in the method of funding for the rural eco-
nomic development loan and grant program. This program provides financial assist-
ance to Rural Utilities Service (RUS) borrowers who use the funds to provide financ-
ing for business and community development projects. In 1997, the Department
used interest generated from the voluntary cushion of credit account of RUS borrow-
ers to fund a $20 million grant program, and Congress appropriated funding for a
$12.8 million loan program. In 1998, the budget proposes to use the cushion of cred-
it account to fund both the loan and grant programs.

The budget also proposes a $2 million increase in the level of funding for research
on rural cooperatives. This increase is provided within the salaries and expense ac-
count to fund cooperative agreements.

Finally, I would mention that about $135 million of the rural development pro-
gram funding would be targeted to EZ/EC. The EZ/EC initiative reaches commu-
nities with the most persistent poverty and other economic adversity, which have
developed strategic plans for development.

FOOD, NUTRITION AND CONSUMER SERVICES

While USDA farm and food safety programs help ensure a safe and affordable
food supply, the nutrition programs help to ensure that food supply is available and
affordable to low-income families. The Food Stamp, Child Nutrition, and WIC Pro-
grams are the Department’s primary vehicles for carrying out this Nation’s food as-
sistance policy. Our goal is to help ensure that no low-income child goes to bed hun-
gry. We also seek funding to provide nutrition information and dietary guidance to
all Americans in our continued long-term efforts to reduce the risk of diet-related
health problems.
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The Food Stamp Program is estimated to cost $25.1 billion in 1998 under current
law. In addition, we are proposing a $2.5 billion contingency fund to cover unfore-
seen needs. We project that some 23.4 million people will still need food stamps to
maintain or improve their nutritional status during 1998. Although this number is
still high, it is down substantially from the peak of 28 million food stamp partici-
pants reached in March of 1994, thanks to an improving economy.

The budget also includes several proposed legislative changes to permanent food
stamp law that would add an additional $0.8 billion to this estimate in 1998, and
$3.3 billion over 5 years. We believe these changes are necessary to moderate the
]};flrsh effects last year’s Welfare Reform Act are having on some food stamp eligi-

es.

The Administration’s proposal would extend the time limits on unemployed adults
with no dependents from 3 months out of every 3 years to 6 months out of every
year. At the same time, stronger penalties are proposed for individuals who refuse
to accept employment, or fail to comply with work requirements. The proposal also
would provide relief to households with high shelter costs by increasing the amount
they may deduct from their income when applying for food stamps; and it would
delay implementation of the ban on aid to legal immigrants for up to 5 months
while these individuals seek naturalization. Meanwhile, we remain committed to
working with the Congress and the States to implement the new welfare reform pro-
visions. We are also committed to modernizing benefit delivery via nationwide use
of Electronic Benefit Transfer; and we are continuing our efforts to root out food
stamp fraud by cracking down on retailer and participant abuses, as well as reduc-
ing program errors causing overpayments.

For the Child Nutrition Programs, including the National School Lunch, Break-
fast, Child and Adult Care Food Program, Summer Food Service, and Special Milk
Programs, we are requesting $7.8 billion, about $0.9 billion less than the 1997 ap-
propriations. Our request assumes continued full funding for all of these programs,
as well as better targeting of funds in the family day care program as required by
welfare reform. Within this budget, the funds requested to support Team Nutrition
are very important because the National School Lunch Program touches almost all
school children during the year. This program works with schools to help them serve
meals that meet the 1995 Dietary Guidelines for Americans and to help schools
teach children about nutrition. This is a critical component of the Department’s
commitment to improve the health and welfare of children by promoting food choices
for a healthy diet.

Our WIC request for 1998 of $4.1 billion, an increase of $0.4 billion above the
1997 appropriation fulfills the President’s commitment to fully fund WIC. As indi-
cated, the Administration is also proposing a supplemental of $100 million for WIC
in 1997. Without the supplemental many States will have to cut participation sig-
nificantly in 1997. With several new initiatives to improve program management,
as well as careful food and formula cost containment, the 1998 request should be
adequate to support all eligibles who choose to participate. WIC eligibility is based
on household income and individual nutritional risk. With this now mature pro-
gram, we will work with the States to improve program management and operate
the program within available funds.

The budget proposes increases in several of the commodity assistance programs.
Increases for Food Distribution on Indian Reservations and the Commodity Supple-
mental Food Program are necessary to maintain program levels. Because of the
large increase in mandatory and discretionary funding for TEFAP in 1997, we be-
lieve discretionary funding can be brought down by $45 million leaving a program
that will still total $145 million.

For the Center on Nutrition Policy and Promotion, our budget proposes $2.5 mil-
lion, an increase of $281,000 over 1997. This will enable the Center to continue to
help all Americans reduce their risk of nutrition-related disease.

Finally, let me say just a few words about the Administration’s commitment to
food recovery and our efforts to expand food recovery through volunteerism. Food
recovery allows us to share, at virtually no cost to the taxpayer, part of the immense
food resources that Americans otherwise allow to go to waste. As the recently en-
acted Good Samaritan Act demonstrates, there is widespread, bipartisan support for
food recovery. No one wants to see food go to waste. The hard part is how to get
organized to avoid the waste. Since the food is available for the giving, new govern-
mental organizations are not needed. Volunteerism needs to be encouraged to iden-
tify donors, organizations that can adequately store and transport recovered food,
and organizations that can distribute the food to needy people. While our budget
does not propose any new spending on food recovery, we are working within the Ad-
ministration on a proposal to promote food recovery through creation of a non-gov-
ernmental, charitable foundation. You will hear more about this proposal shortly.
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FOOD SAFETY

Last July we reached a milestone in our strategy for making significant gains in
improving the safety of America’s food supply. We published the final rule for Patho-
gen Reduction and Hazard Analysis and Critical Control Point (HACCP) Systems
for meat and poultry products. This rule modernizes a 90-year-old inspection system
and lays out the Administration’s commitment to ensure a healthy, safe, and afford-
able food supply.

On January 27, 1997, we reached our first implementation date. All meat and
poultry establishments now have in place standard operating procedures for sanita-
tion to ensure they are meeting their responsibility for maintaining sanitary condi-
tions, thereby reducing the potential for contamination. In addition, slaughter estab-
lishments have begun testing carcasses for generic E. coli to ensure their processes
are under control with respect to prevention of fecal contamination. Next January
26 the largest establishments will be required to have the HACCP systems in place.
The largest slaughter establishments and those producing ground product will have
to meet Salmonella performance standards, thereby implementing a major portion
of the science-based inspection system. By January 25, 2000, all the provisions of
the rule will be implemented.

The final rule sets an important framework for change, but by no means is it the
culmination of our strategy. Much more needs to be done to ensure that we can
meet today’s and tomorrow’s food safety challenges.

The 1998 budget proposes an increase of $17.2 million under current law to main-
tain inspection and to continue making investments in technology, training, and
science. It is expected that the implementation of the HACCP rule will generate the
efficiencies necessary to maintain the level of inspection necessary to ensure the
safety of the growing supply of meat and poultry products with the current level
of inspectors. Our 1998 budget request builds on the 1997 budget approved by Con-
gress, which maintains a frontline workforce capable of providing rigorous science-
based inspection. Furthermore, our budget request reflects a 1997 budget decision
by the Administration and Congress to reallocate inspection resources from tradi-
tional in-plant settings to high risk food safety areas beyond the confines of the
plant.

As part of the President’s Food Safety initiative, we are proposing to provide
HACCP training to State and local food regulatory officers to ensure proper han-
dling of meat and poultry products after they leave official establishments and make
their way to consumers. Under the initiative we are also proposing to expand our
work with the Centers for Disease Control and Prevention and other public health
agencies to identify sources of foodborne illness attributable to Campylobacter. This
pathogen has been identified as a growing threat to the safety of our food supply.

Legislation will be proposed to recover the direc