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HEARING TO REVIEW U.S. AGRICULTURE
POLICY IN ADVANCE OF THE 2012 FARM BILL

WEDNESDAY, APRIL 21, 2010

HOUSE OF REPRESENTATIVES,
COMMITTEE ON AGRICULTURE,
Washington, D.C.

The Committee met, pursuant to call, at 11:00 a.m., in Room
1300 of the Longworth House Office Building, Hon. Collin C. Peter-
son [Chairman of the Committee] presiding.

Members present: Representatives Peterson, Holden, Mclntyre,
Boswell, Baca, Scott, Herseth Sandlin, Cuellar, Walz, Kagen,
Schrader, Halvorson, Dahlkemper, Bright, Markey, Kratovil,
Schauer, Kissell, Murphy, Pomeroy, Childers, Minnick, Lucas,
Goodlatte, Moran, Johnson, Graves, King, Neugebauer, Conaway,
Smith, Roe, Luetkemeyer, Thomas, Cassidy, and Lummis.

Staff present: Aleta Botts, Dean Goeldner, Craig Jagger, Keith
Jones, John Konya, Clark Ogilvie, James Ryder, Lisa Shelton,
Anne Simmons, Cherie Slayton, Tamara Hinton, Josh Mathis, Josh
Maxwell, Nicole Scott, Pelham Straughn, and Sangina Wright.

OPENING STATEMENT OF HON. COLLIN C. PETERSON, A
REPRESENTATIVE IN CONGRESS FROM MINNESOTA

The CHAIRMAN. The hearing of the Committee on Agriculture to
review U.S. agriculture policy in advance of the 2012 Farm Bill will
come to order.

Good morning, everybody. Welcome to today’s hearing of the
Committee. Mr. Secretary, welcome. We appreciate very much you
taking the time to be with us today and look forward to you shar-
ing with us your views on how things are going with the current
farm bill and where we are heading in the future.

It seems like we just finished work on the 2008 Farm Bill, and
we are here again. I guess that is probably my fault. I think it is
good for us to get an early start to take a look at where we are,
where we are heading and if there are things we can do in a better
way.

The 2008 Farm Bill was more than just about farms. It did con-
tinue the safety net that protects farmers and ranchers, provides
them with some certainty that they rely on to stay in business.
But, the farm bill also made historic investments in nutrition, con-
servation, renewable energy for the first time, research, rural de-
velopment, fruit and vegetables, and organic agriculture. In fact,
when you consider farm bill funding, less than 14 percent of the
farm bill’s funding is spent on traditional farm programs and crop
insurance. In reality, we maybe shouldn’t be calling this a farm
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bill. It should be the food bill. I think we did name the bill, the
Food, Conservation and Energy Act of 2008.

While traditional farm programs are a relatively small portion of
the proportion of the funding, these programs are seen as essential
by a lot of folks in U.S. agriculture. We have a system of inde-
pendent farmers and ranchers working the land and without some
certainty that farm programs provide, these farmers would have a
much more difficult time getting financing, putting their crops in
the ground and staying in business. There are very few farmers
today, small, medium or large, who have enough up-front capital
to put a crop in the ground without financing from a bank or some
other financial institution, and without farm programs, many farm-
ers wouldn’t have the backing or the resources to be able to get
that financing from those institutions.

For those who complain about agribusiness and big farmers con-
trolling farming today, I can assure you that if we got rid of farm
programs or the safety net like some ideologues want us to do that
we would end up with corporate agriculture running and then pro-
ducing the food in this country. Our farms then end up being in
the hands of people that have deep pockets and that is in my opin-
ion the exact opposite direction of what we want to do.

Just as agriculture has evolved over the years, I believe that our
farm programs must also evolve to ensure that the safety net or
risk management tools, whatever you want to call them, for farm-
ers and ranchers are there. Considering today’s economic realities,
we need to decide if the existing farm programs are providing ade-
quate protection and to take a look at kind of where we are. I have
asked the farm groups to consider new policies or programs that
might do a better job of giving them the risk management tools
that they need to stay in business.

Yesterday the Committee had a hearing in Pennsylvania. I
thought it was an excellent hearing. The dairy industry is ahead
of the curve. I would have been shocked to say this 2 or 3 years
ago but I guess $9 milk, $10 milk gets people’s attention and they
have seriously engaged on an effort to reform the dairy program.
I am very impressed with the progress that has been made, the
way the industry is coming together, and frankly, they are ahead
of the curve. They are ahead of all of the other farm groups be-
cause they were forced to be ahead of the other farm groups. I
would encourage all the other folks that haven’t been in a crisis
necessarily to take a look at things now before they get in a crisis
and find out that what is in place is not going to be adequate to
get them through it.

So we also have to be realistic in terms of our budget situation.
I think most of us on this Committee are not interested in running
up the deficit. In fact, we are probably more interested in trying
to get the deficit under control. And so as we move ahead with this
farm bill, I am not going to be looking for additional resources. I
think we have to live within the baseline that we currently have
for the farm bill and we will proceed in that manner.

So I want to welcome the Secretary to the Committee today.
Over the last year and a half, the Secretary, Members of this Com-
mittee, and I have worked closely to see that for the most part the
2008 Farm Bill has been implemented in the way Congress in-
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tended. There have been some challenges along the way but I ap-
preciate the good communications and the relationship that we de-
veloped in the process. I very much appreciate, Mr. Secretary, that
you are not out having 50 town meetings around America with
your own farm bill. That is very helpful from my perspective. We
understand that you are going to have ideas and we welcome your
ideas and input as we move ahead with this. But, I want to see
us work together so that we are all heading in the same direction.
There aren’t enough of us left in agriculture to be heading in dif-
ferent directions. We need to work together. We have been doing
that and I very much appreciate the relationship that we have de-
veloped.

I also want to say as we did in the last farm bill that I am com-
mitted to this process being open, transparent, bipartisan. I look
forward to working with any of my colleagues on both sides of the
aisle from all regions to make sure that we put together a bill that
supports food, fiber, conservation, energy, rural development and
the needs of people in rural America. There is a lot of ground to
cover. It is time to get started.

[The prepared statement of Mr. Peterson follows:]

PREPARED STATEMENT OF HON. COLLIN C. PETERSON, A REPRESENTATIVE IN
CONGRESS FROM MINNESOTA

Good morning and welcome to today’s hearing of the House Agriculture Com-
mittee. I know that it seems like we just finished work on the 2008 Farm Bill, and
here we are again to talk about the next farm bill, which we will come up in 2012.

The 2008 Farm Bill was about much more than just farms. It did continue the
safety net that protects farmers and ranchers and provides the certainty they rely
on to stay in business. But the bill also made historic investments in nutrition, con-
servation, renewable energy, research, rural development, fruit and vegetable prod-
ucts, and organic agriculture.

In fact, when you consider farm bill funding, less than 14 percent of the farm bill’s
funding is spent on traditional farm programs and crop insurance. In reality, we
could be calling this the “food bill” instead of the “farm bill.”

While traditional farm programs have a relatively small proportion of funding,
these programs are essential to the continuing success of U.S. agriculture. We have
a system of independent farmers and ranchers working the land, and without the
certainty that farm programs provide, these farmers would not be able to get the
financing that they need to put a crop in the ground. There are very few farmers—
small, medium, or large—who have enough up-front capital to put a crop in the
ground without financing from the bank. Without farm programs, many farmers
would not be able to stay in business. And for those who complain about agri-
business and big farmers controlling farming today, I can assure you that if we got
rid of farm programs, like some ideologues want, corporate agriculture would be-
come the only reality.

Now, just as agriculture has evolved over the years, I believe that our farm pro-
grams must also evolve, to ensure that the safety net provides adequate support for
our farmers and ranchers. Considering today’s economic reality, we need to decide
if the existing farm programs are providing adequate protection, and I have asked
farm groups to consider new policies or programs that might provide a better safety
net for producers.

When considering economic realities, we also have to recognize that the fiscal sit-
uation facing this country is serious, and we are going to have to live within the
budget we currently have for farm bill programs when we write the next bill. I will
not ask for money outside of the farm bill budget as we did during the last farm
bill because it is just too complicated to involve other Committees in the process.

I want to welcome Secretary Vilsack to the Committee today. Over the past year
and a half, Secretary Vilsack has worked closely with the House Agriculture Com-
mittee to see that, for the most part, the 2008 Farm Bill has been implemented in
the way Congress intended. There have been some challenges along the way, but
I appreciate the good communications and relationship that we have developed in
the process.
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This hearing is the first step in the process of writing the next farm bill. A bill
this large and that covers so many important issues takes a lot of time and effort
to get it right, and I am committed to a process that is open, transparent, and bipar-
tisan. I look forward to working with my colleagues on both sides of the aisle and
from all regions of the country to be sure that we put together a bill that supports
the food, fiber, conservation, energy and rural development needs of this country.

We have a lot of ground to cover, so let’s get started.

The CHAIRMAN. I am going to recognize the Ranking Member,
and Mr. Secretary, we will put you on for whatever time you may
consume after that. Mr. Lucas.

OPENING STATEMENT OF HON. FRANK D. LUCAS, A
REPRESENTATIVE IN CONGRESS FROM OKLAHOMA

Mr. Lucas. Thank you, Mr. Chairman, and I want to thank you
for being so proactive in starting these hearings in anticipation of
writing the 2012 Farm Bill. As you are aware, we have quite a
challenge ahead of us. I look forward to the Secretary’s remarks.
I hope we can all work together towards producing another viable
safety net for our producers.

The 2008 Farm Bill was another investment in the future of
rural America. Not only did we provide a viable safety net for pro-
ducers but we also made substantial investments in conservation
and nutrition programs during a time of need for many Americans.
A lot of people do not realize that 75 percent of farm bill spending
goes to nutrition programs. Yes, 75 percent of the farm bill spend-
ing. In addition to these investments, this Committee, led by Chair-
man Peterson, accomplished substantial reforms in the realm of
payment limits. This is a fact that should not be forgotten by those
who always seem ready to attack our programs.

This next farm bill is shaping up to be one of the most difficult
since I have been in Congress. There are many challenges. Not
least of all is the uncertainty of the budget parameters under
which the next farm bill will be written. In 2002, the Agriculture
Committee received $79.5 billion in additional funding. In 2008, we
received an additional $7 billion that was targeted mostly towards
nutrition programs. This time we will be lucky to receive level
funding, but even that is a bit deceiving since many of the popular
conservation programs do not have funding past the 2012 date. In
essence, we already start with a deficit.

Another big challenge is the competing interest for precious fund-
ing. The Administration has made it clear that it wants to cut
funding in Title I. The Administration proposed cuts to direct pay-
ments and crop insurance. It also proposed cuts to Title II funding
such as EQIP, CSP and others. Those interests must be balanced
to have a successful farm bill.

While I appreciate the Chairman’s proactive spirit, I do have con-
cerns about whether we have enough perspective regarding the ef-
fectiveness of many of the new programs authorized under the
2008 Farm Bill. For example, the ACRE program, which signed up
nearly 13 percent of the base acres, has yet to make a single pay-
ment. The new SURE Program has had one sign-up and has issued
payments only for the 2008 crop. The new CSP Program which this
Committee did not even have in its original House version does not
have final rules yet. I question if we can realistically look ahead
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to crafting the 2012 Farm Bill when we haven’t had a full year or
2 of participation in some of these new programs.

In addition to all the challenges mentioned, we also have many
non-farm bill issues that could have a much larger effect on our
producers. The prospect of cap-and-trade or other carbon tax pro-
posals still hangs over the head of our producers. The effect of cap-
and-trade legislation must be considered regardless of whether we
believe, like I do and many of my colleagues do on this Committee,
that it will have a devastating impact on the agricultural commu-
nity or agree with the Secretary, who stated that our farmers and
ranchers will benefit from cap-and-trade.

I also have serious concerns about the effect of an EPA that is
overreaching and what effect that will have on our producers. It
seems every day that the EPA, the Environmental Protection Agen-
¢y, is coming out with a new regulation that makes it harder for
producers to make a living. The Department of Agriculture needs
to be more of an advocate for our producers in this Administration.

With that said, I welcome the challenge. I welcome the debate we
will have about the future of the safety net for our producers. I
look forward to going into the field next week and simply listening.
I want to hear from producers about what is working and what is
not, and I have said it before and I will say it again, our farmers
and ranchers produce the safest, most abundant, most affordable
food and fiber supply in the history of the world. It is our job to
produce policy that enables them to continue. I look forward to
hearing from Secretary Vilsack today and hear about what the De-
partment thinks of current and future agriculture policies. Thank
you, Mr. Chairman.

PREPARED STATEMENT OF HON. FRANK D. LUCAS, A REPRESENTATIVE IN CONGRESS
FROM OKLAHOMA

Mr. Chairman, I want to thank you for being so proactive in starting these hear-
ings in anticipation of writing the 2012 Farm Bill. As you are aware, we have quite
a challenge ahead of us. I look forward to the Secretary’s remarks. I hope we can
all work together toward producing another viable safety net for our producers.

The 2008 Farm Bill was another investment in the future of rural America. Not
only did we provide a viable safety net for producers, but we also made substantial
investments in conservation and nutrition programs during a time of need for many
Americans. A lot of people do not realize that 75 percent of farm bill spending goes
to nutrition programs.

In addition to those investments, this Committee led by Chairman Peterson ac-
complished substantial reforms, especially in the realm of payment limits. This is
a fact that should not be forgotten by those who always seem ready to attack our
programs.

This next farm bill is shaping up to be one of the most difficult since I've been
in Congress. There are many challenges. Not least of all is the uncertainty of the
budget parameters under which the next farm bill will be written. In 2002, the Agri-
culture Committee received $79.5 billion in additional funding. In 2008, we received
an additional $7 billion that was targeted mostly toward nutrition programs. This
time we will be lucky to receive level funding, but even that is a bit deceiving since
many of the popular conservation programs do not have funding past 2012. In es-
sence, we already start with a deficit.

Another big challenge is the competing interests for funding. The Administration
has made it clear that it wants to cut funding from Title I. The Administration pro-
posed cuts to direct payments and crop insurance. It also proposed cuts to Title II
funding such as EQIP, CSP, and others. Those interests must be balanced to have
a successful farm bill.

While I appreciate the Chairman’s proactive spirit, I do have concerns as to
whether we have enough perspective regarding the effectiveness of many of the new
programs authorized in the 2008 Farm Bill. For example, the new ACRE program
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which signed up nearly 13 percent of the base acres has yet to make a single pay-
ment. The new SURE program has had one sign-up, and has issued payments only
for the 2008 crop. The new CSP program, which this Committee did not even have
in the House version, does not have final rules. I question if we can realistically look
ahead to crafting the 2012 Farm Bill when we haven’t had a full year or 2 of partici-
pation for some of these new programs.

In addition to all of the challenges mentioned, we also have many “non-farm bill”
issues that could have a much larger effect on our producers. The prospect of cap-
and-trade or other carbon tax proposals still hang over the head of our producers.
The effect of cap-and-trade legislation must be considered regardless of whether you
believe like I do—and many of my colleagues on this Committee do—that it will
have a devastating impact on the agriculture community, or you agree with the Sec-
retary who has stated that our farmers and ranchers will benefit from cap-and-
trade.

I also have serious concerns about the effect an overreaching EPA will have on
our producers. It seems every day the EPA is coming out with a new regulation that
makes it harder for producers to make a living. The Department of Agriculture
needs to be more of an advocate for our producers in this Administration.

With that said, I welcome the challenge. I welcome the debate we will have about
the future of the safety net for our producers. I look forward to going into the field
next week and simply listening. I want to hear from producers about what is work-
ing and what is not. I have said it before and I will say it again: our farmers and
ranchers produce the safest, most abundant, most affordable food supply in the his-
tory of the world. It’s our job to produce policy that enables them to continue.

I look forward to hearing from Secretary Vilsack today and hear what the depart-
ment thinks of current and future agriculture policy.

The CHAIRMAN. I thank the gentleman for his statement and for
the continued good way that we have been able to work together
and look forward to doing that through this process.

The chair would request that other Members submit their open-
ing statements for the record so that the witness may begin the
testimony and we ensure that there is enough time for questions.
Without objection.

So with that, I would like to welcome our witness, the Secretary
of Agriculture, Mr. Vilsack, to the Committee one more time and
we appreciate you being here and look forward to your testimony.

STATEMENT OF HON. THOMAS J. VILSACK, SECRETARY, U.S.
DEPARTMENT OF AGRICULTURE, WASHINGTON, D.C.

Secretary VILSACK. Mr. Chairman, thank you very much for the
opportunity to appear this morning in front of this Committee, and
I want to thank you and the Ranking Member for the opportunity
that you have provided to me.

I want to first and foremost recognize the important role that
this Committee has in beginning important work for rural America
today with this conversation and discussion. You have my written
testimony, but what I would like to, with your permission, is to
speak from the heart today about the condition of rural America.

I want to first and foremost recognize the important role that
rural America plays in our country and the significant role that the
farm bill plays in assisting rural America in doing its job. It is, as
the Ranking Member indicated, the source of our food, our fiber,
our feed, our fuel, often not appreciated also, our water, and I
would suggest to this Committee it is also the source of our values.
When this country was founded many years ago, 90 percent of
those in this country were farmers, suggesting that our value sys-
tem began and was rooted very deeply in the soil of our natural
resources in our rural areas.



7

With the Chair’s permission, I would like to use a few slides to
essentially show folks where we have been, where we are and hope-
fully as a guide to where we can go.

[The information referred to is located on p. 29.]

Secretary VILSACK. The first slide I want to present, and I be-
lieve the Committee has been furnished copies of these slides, is to
simply suggest and to reinforce the comments of both the Chair-
man and the Ranking Member about the productivity of American
agriculture. Back in 1940, one American farmer was responsible for
feeding 19 people around the world. Today, one American farmer
helps to feed 155 people. That number continues to grow. It is a
fact and a statistic that is not fully appreciated by many in this
country, in large part, because many are now more than several
generations removed from those who farmed the land.

You would think, given the productivity of American farmers, the
most productive in the world, that they would, as would be the case
in most other occupations, be recognized for it, appreciated for it
and would be able to make sufficient income from it to be able to
support their families. But the reality is, and the next chart will
show, what a challenge it is for American farm families. This chart
essentially shows the percentage of income family farmers have in
America today that comes from their farming operation. You can
see that as of 2009, 81 percent of farm income comes from some-
thing other than the farm. Only nine percent comes from family
farm operations. This suggests the need for a continuation and sup-
port for a very strong safety net, a safety net that includes invest-
ments in research and development to increase productivity, con-
tinued investment in conservation programs, particularly for small
landholders, a continued emphasis as this Administration is fo-
cused on expanding exports, the development of additional domes-
tic markets, the appropriate balance of crop insurance, disaster
payments and direct payments. But, it also suggests that there is
another aspect of the safety net that is often overlooked and under-
appreciated by those outside of rural America, and that is the sig-
nificance and importance of jobs, good-paying, high-paying, quality
jobs. Unfortunately today, too many of America’s farm families are
requiring off-farm income, and that makes it a challenge for us to
focus on how we can create new and better opportunities in rural
America.

At the same time that we are challenged with an income level
that only creates nine percent of family farm income, we also see
a significant aging of the farm population, which is another chal-
lenge that must be addressed as we discuss the next farm bill. This
slide indicates and shows the rapid acceleration of the aging nature
of American farmers today. In 1945, the average age of the Amer-
ican farmer was 39 years of age. Today it is 58. In just the last
5 years, we have seen an increase of 2 years. There is a substantial
percentage of American farm families with farmers that are over
the age of 65. In fact, it is roughly 28 percent of the entire farming
population. That comes to about eight percent of the general work-
ing population. So this is a significant issue and it is one that di-
rects us to focus on a robust effort to promote beginning farmers,
expanding the good work that was started in the 2008 Farm Bill
with the Beginning Farmer Program, but indicating a need for us
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to really focus over the next couple of years on how we can encour-
age development of new and innovative programs that will allow
for sweat equity that will enable a young person to pursue the
dream of being a farmer.

The aging nature of farms, the continued challenges of income
are also reflected in the general economic conditions of rural Amer-
ica. This chart essentially shows the rapid increase of unemploy-
ment in rural America, which is a concern of all of us, and again
suggests and directs that we need to make a renewed effort in de-
veloping quality jobs in rural America. In addition to unemploy-
ment, we also see a substantial difference between incomes, be-
tween those who live in rural areas and those who live in metro
areas. This chart suggests that there is as much as $11,000 to
$12,000 difference in income per capita between rural areas and
metro areas. I think it is incumbent upon us to try to figure out
strategies and ways in which we can reduce that gap so that people
who want to live in rural America can afford to do so. Next slide.

The workforce in rural America also faces challenges in terms of
education level. This chart suggests that those who work and live
in rural America have fewer college degrees, more high school di-
plomas and more people without a high school diploma, a serious
challenge in terms of creating a quality workforce. So some atten-
tion needs to be paid not just in this Committee but in other com-
mittees as well to the disparity in educational achievement levels.
If we are going to build a quality workforce, then it has to be a
well-educated workforce, and time and attention needs to be di-
rected in this area. Next slide.

As is the case with farmers, it is also true in rural America that
we are seeing an aging population. We have a substantially greater
percentage of people in rural America that are over the age of 65,
as this chart indicates. And so when you have high unemployment,
low educational achievements, substantially lower incomes, what
you have will ultimately be a loss of population. And this is a deep
concern to me, and I believe a deep concern to this Committee, that
we continue to see many of our rural counties losing population.

Let me suggest that this Committee should be congratulated for
the work it did in 2008 on the farm bill and that this Congress and
Administration should receive some credit for additional resources
provided under the Recovery and Reinvestment Act. The reason
being is what you have done with the work in the farm bill and
additional investments through the Recovery Act and broadband is,
I believe you have created a framework for a new rural economy,
one that can help create quality jobs that keep people not only on
the farm but in rural areas. The reality is that additional resources
in broadband expansion, the energy title, the farm bill, additional
opportunities in ecosystem markets, linking conservation payments
to expanded hunting and fishing opportunities, as well as our ef-
forts to try to link local production with local consumption, create
a new dynamic in rural America. I think we need to build on that
foundation. I think we need to continue to expand those opportuni-
ties.

I fully appreciate the challenges, economically, that this Com-
mittee faces and we will work and pledge to work with you to pre-
serve as much of the baseline as is possible so that you have as
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much flexibility in your work as possible. Recognizing that this
framework is in place, let me suggest that there is a need for better
coordination between the programs that the USDA has and pro-
grams that are offered by other Federal agencies. Right now what
we have are agencies working in isolation from each other. There
is not much coordination. There is not the opportunity to leverage
resources and to coordinate and consolidate resources so that they
have a substantial outcome in changing the dynamic of the rural
regional economy.

In addition, we can do a much better job of working with our
local partners at the local level and a regional effort to try to stim-
ulate growth and development around communities that will be the
engines of economic opportunity. That will require us to have
greater flexibility and a suggested opportunity for this Committee
to focus our efforts on the specific results that you want us to ob-
tain. I think those results ought to be about growing substantial
income opportunities. It ought to be about continuing to expand in-
novatively the safety net that allows farmers to stay on the farm
and to be able to expand our numbers. We have seen a loss of pro-
duction agriculture in terms of numbers over the last several years.
That is a trend which we ought to at least commit ourselves to try-
ing to reverse.

Candidly and in conclusion, what I will simply say is this: The
President and I have a vision which you all share, and that vision
starts at a kitchen table in a rural community and could very well
be on a farmstead in which a mother and a father are sitting
around the table talking to their adult son or their adult daughter
or it could be a grandchild. In that conversation, instead of encour-
aging them to look elsewhere for opportunities, they are encour-
aging them to stay in rural America, to build their life, to pursue
their dreams and to create real opportunity for their families in
rural America. The great thing about our country is that we have
a strong core, and that core is rural America. While it only rep-
resents one in six of the country’s population, 45 percent of the peo-
ple that serve us in uniform come from rural America. That gets
back to the point I made at the beginning, which is that our values
are rooted in rural America. We cannot, we should not, and we
must not allow opportunity to continue to be squeezed in rural
areas because if we do, not only will farm families suffer, not only
will small towns suffer, but our core values will suffer.

Mr. Chairman, again I appreciate the opportunity to be here. 1
recognize that our job is to help and assist this Committee in pro-
ducing the very best bill it can produce, and I look forward to work-
ing with all of you to do so. Thank you.

[The prepared statement of Secretary Vilsack follows:]

PREPARED STATEMENT OF HON. THOMAS J. VILSACK, SECRETARY, U.S. DEPARTMENT
OF AGRICULTURE, WASHINGTON, D.C.

Mr. Chairman, Ranking Member and Members of the Committee, thank you for
the opportunity to appear here today to discuss the implementation of the Food,
Conservation and Energy Act of 2008, as well as to discuss future directions for
farm policy. This hearing provides us with a chance to reflect on the many successes
of the 2008 Farm Bill and discuss its implementation, all while thinking ahead to
its reauthorization in 2012. I look forward to working with Members of this Com-
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mittee, and other Members of the House and Senate, to help develop future policies,
programs, and initiatives.

Let me start off by acknowledging the hard work of the Members of this Com-
mittee and your staff. Having worked diligently with my own staff across the coun-
try over the past 15 months to implement the bill, I can now fully appreciate the
months of hard work that went into crafting this important piece of legislation. You
are all to be commended for the strong bipartisan bill that overcame multiple obsta-
cles before becoming law.

As you know, the breadth and depth of the farm bill is incredible. With the pro-
grams and authorities that Congress provided to USDA in the 2008 Farm Bill, we
are in turn working to ensure that America’s farmers and ranchers have the tools
that they need to remain viable and on the farm. It is also with these authorities
that we work to fund rural hospitals, schools and fire stations, maintain a safe food
supply, and sustain export markets for the commodities produced by our nation’s
farmers and ranchers. Congress has given USDA an amazing opportunity to assist
not only rural America with these tools and authorities, but the world.

Let me begin by focusing on the subject of the hearing and why I am here before
you today, to review the status of implementation of the Food, Conservation and En-
ergy Act of 2008.

2008 Farm Bill Implementation

The Food, Conservation, and Energy Act of 2008 was enacted into law on June
18, 2008. Since that time, USDA has worked diligently to draft and clear final farm
bill regulations. Upon enactment of the 2008 Farm Bill, USDA began developing
rules, procedures and policies to make efficient use of taxpayer resources and maxi-
mize program benefits to production agriculture and other rural constituents.

I believe that the United States Department of Agriculture and our partnership
delivery system have an excellent story to tell in terms of implementing the 2008
Farm Bill. When I became Secretary I inherited the job of implementing the farm
bill roughly 6 months after its enactment into law. I believe that USDA has taken
aggressive action on every aspect of program delivery, with impressive results for
our customers.

Mr. Chairman, you and Members of this Committee are to be commended for your
work and vision on the many key provisions and policy modifications contained in
the 2008 Farm Bill. While there are many excellent programs, initiatives, and provi-
sions contained in the bill, I wanted to take a moment to highlight a few provisions
that I feel are worth noting. The 2008 Farm Bill set a new course for agricultural
research at USDA and substantially reorganized our structure in interacting with
the academic community on key research initiatives. These provisions of the 2008
Farm Bill are far-reaching and provided the opportunity to better focus our sci-
entific efforts on key priorities for agriculture and for the nation.

I am pleased to report that development and launch of the new National Institute
of Food and Agriculture, authorized by the 2008 Farm Bill is complete. This exciting
new organization is now under the capable and visionary leadership of Dr. Roger
Beachy who is working to strategically apply resources, funding and staffing to ef-
fectively meet the most high priority research objectives. Just 2 weeks ago, NIFA
announced an important round of grant competition aimed at addressing critical
issues such as climate change mitigation and adaption, sustainability, and develop-
ment and transfer of key agriculture technologies. These steps could not have hap-
pened without the foresight and action of this Committee during development of the
2008 Farm Bill.

A second example is the authorization of a new Office of Advocacy and Outreach
at USDA. As you are aware, this Administration has taken clear and decisive action
in settling the Pigford case and associated claims against the United States Depart-
ment of Agriculture on the grounds of Civil Rights. In my time as Secretary, it is
clear that in addition to getting serious about addressing Civil Rights complaints,
USDA must have a firm commitment everyday toward better customer service, and
improved customer outreach and support. In the 2008 Farm Bill, Congress author-
ized the creation of a new Office of Advocacy and Outreach at USDA. The mission
of this new entity is to do a better job up front of assisting a diverse customer base
and to better tailor the Department’s services and activities toward meeting unique
needs of communities and individuals. By better connecting with customers, we feel
assured that fewer complaints will be filed in the future as the Department and its
customers are better connected in a better working relationship. I am proud that
USDA has taken aggressive and proactive steps to launch the new Office of Advo-
cacy and Outreach. This new entity is now a visible part of the USDA leadership
structure at our National Headquarters office and has been staffed by experienced
and trained veterans of the USDA. By drawing upon the expertise and unique expe-
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riences of a diverse group of trained professionals, USDA has sent a clear message
that the mission, roles, and functions of this office be central to the mission of the
Department.

Beyond the implementation of special initiatives under tight timeframes at the be-
ginning of this Administration, I am proud of the overall speed and through imple-
mentation record of our Department on the farm bill. For example, turning to our
Commodity programs, USDA quickly published regulations in the Federal Register
pertaining to key provisions of the 2008 Farm Bill. These provisions included all
Title I provisions related to cotton, the Milk Income Loss Contract (MILC) program,
and Farm Loan Programs. We also published regulations related to the Direct/
Counter-Cyclical Payment Program (DCP) and the Average Crop Revenue Election
(ACRE) Program, as well as payment limitation reform.

In 2009, USDA published nine farm bill regulations in the Federal Register, in-
cluding all Title I sugar provisions, Marketing Assistance Loans and Loan Defi-
ciency Payments (MAL & LDP), and the Biomass Crop Assistance Program (BCAP)
Notice of Fund Availability, as well as the Conservation Reserve Program, Livestock
Indemnity Program, Farm Storage Facility Loan Program, Emergency Livestock As-
sistance Program (ELAP), Livestock Forage Program (LFP), and the Supplemental
Revenue Assistance Payments Program (SURE).

Mr. Chairman, the volume, complexity, and public policy impact of these provi-
sions are great. Beyond the sheer number of rules and provisions that have been
developed, deployed, and implemented, a massive volume of work has gone into ap-
propriately weighing the voices of farmers, ranchers, and other constituents. In ad-
dition, economic analyses and environmental impact considerations, as well as an
assessment of civil rights and business impacts, have been thoroughly considered.
Combined with these efforts, the achievements of our Department in successfully
delivering these key programs to farmers and ranchers are all the more impressive.

USDA was given the opportunity by Congress to implement fifteen titles and
many special provisions. A full appraisal of the current implementation of those ti-
tles is attached as an appendix to this testimony. I am proud of the dedicated pro-
fessional staff of the United States Department of Agriculture at all levels of the
organization, and pleased to be working in partnership with Congress and our na-
tion’s producers, ranchers and a wide array of stakeholders on these important pro-
grams.

Beyond ensuring that rules are published and programs are made available
through our field office delivery system, we have made great strides in ensuring
that better policies for accountability are adopted. An example of this is a change
in policy on base acreage calculations for key commodity programs. This change will
formally reverse the decision by the prior Administration to eliminate base acres on
federally-owned land. The decision by the prior Administration adversely impacted
the market/rental value of federally-owned lands by eliminating the ability of buy-
ers/renters to enroll in counter cyclical and crop revenue election programs.

Mr. Chairman, through successive farm bill legislation, Congress has provided the
critical tools to ensure that America has access to a safe, affordable food supply and
basic building blocks of the American economy. You and all of the Members of this
Committee are to be commended for your staunch support and advocacy for rural
America. The results of your work truly affect every American every day. And I
would advocate that the 2008 Farm Bill has a more extensive impact on Americans
than any other statute.

The Importance and Challenges of Rural America and its Future

Regardless of the positive impacts of the farm bill, many American’s continue to
question the efficacy of dedicating current levels of Federal resources and support
through farm bill legislation. I believe that there is an important story that must
be told regarding the importance of rural America, which serves as a basic building
block for the rest of the economy. Despite the hardships, rural America is strong.
At a time when our nation is experiencing one of the worst economic times in our
history, it’s our rural farm and ranch families that are working every day to provide
food, feed, fiber and fuel for the rest of our nation.

In fact, it’s our American farmers and ranchers who are responsible for a trade
surplus at a time when our country talks only of trade deficits. American agricul-
tural products represent a trade surplus, which provides $22.5 billion to the U.S.
economy. Moreover, estimates show that agriculture is responsible for one out of
every twelve jobs in the nation.

In addition, the actions that rural Americans take and their stewardship of the
land directly impact water quality. As a result, rural Americans have a critical role
in protecting the safety and security of our drinking water and the quality of our
nation’s rivers, lakes, and streams.
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Rural America represents so much more than farming and ranching alone. Rural
America also plays a critical role in our national security. For example, even though
only one in six citizens call rural America home, forty-five percent of our nation’s
military is composed of Americans from rural areas. By providing food and fiber,
a clean water supply, and security to our great nation, rural America truly serves
as our backbone. In many ways, the welfare of rural America—its infrastructure,
health, and education—is of vital importance to the success and well being of all
Americans.

In the past 40 years, the United States lost more than one million farmers and
ranchers. During that period, income from farming operations, as a percentage of
total farm household income, plunged to half of the previous level. Today, only 11
percent of family farm income comes from farming. In order to maintain viable
households, rural Americans have been forced to seek alternative sources of support,
an benefits such as health insurance. These factors have changed the face of rural

merica.

From the perspective of employment and income, recent studies indicate that the
per capita income in rural America is approximately $11,000 below the urban and
suburban workforce. In addition, job loss rates are higher in rural areas, and rural
Americans are finding it more difficult to find and maintain quality jobs. Specifi-
cally, loss of employment in light manufacturing sectors has been more severe in
rural areas, meaning that rural families have reduced access to the key benefits
that these quality jobs provide.

The difficulties for rural America mean that young rural people have fewer oppor-
tunities. Without viable employment opportunities, secure healthcare, modern infra-
structure, and the growth of new industries, young people are choosing to leave
their rural homes in search of jobs and opportunities elsewhere. As a result of these
factors, the population of rural America faces significant challenges. The challenges
described above and the nearly 2 decades of recession for rural America can seem
overwhelming, but with the tools that Congress provided to USDA in the 2008 Farm
Bill we are working to make rural America stronger. These needs can be even fur-
ther addressed in the next farm bill.

We need to reverse population declines, increase educational opportunities and op-
portunities for our young people in rural America. It’s not just about the economic
connections that rural America provides, but it’s about the value system that it pro-
vides. We need to develop new strategies to bring prosperity back to rural America
in a sustainable and significant way.

I believe one model for the kinds of new creative approaches we can take in the
next farm bill is found in USDA’s new Regional Innovation Initiative. This new and
innovative regional and collaborative approach will center on five separate pillars
promoted by the Administration and arising from USDA’s programs that assist
rural America. Major emphasis will be placed on the following five key areas:

Broadband,

Renewable Energy and Biofuels,

Regional Food Systems and Supply Chains,

Forest Restoration and Private Land Conservation,
o Ecosystem Market Incentives.

USDA will work with Federal and private partners to develop metrics to measure
and demonstrate the success of the approach. Based upon the sustained economic
difficulties that rural America has faced, USDA will begin by measuring job develop-
ment and preservation, along with growth of income. It is vitally important that
rural America not only become a desired place for young people to secure long-term,
quality employment. But even more importantly, rural America must become an at-
tractive place for young people to establish homes and raise families. As such, the
measures of success will be expanded to also track and report on population changes
in rural places. In order to be truly successful in this endeavor, rural America must
be at the heart of a thriving 21st Century American economy.

Another critical component of the next farm bill must be a continued focus on en-
ergy. Clearly energy conservation, development, and energy use policies have played
an increasingly important role in agricultural and rural policy. I believe that the
approach this Committee took in the 2008 Farm Bill was both visionary and very
innovative. The mixture of research initiatives, grants for technology development
and transfer are critical. In addition, program development and modifications that
encourage the development of alternative and renewable energy sources is quite im-
pressive. While many of the basic tools are in place, I would suggest that as a next
step we need to better weave and integrate all of the tools into a more strategic
framework. It is important to ensure that all of our authorities, program implemen-
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tation practices, and future directions on energy and greenhouse gas issues are all
working in concert. In addition, it will be important that we work on these issues
within the framework of emerging ecosystem markets and thoroughly integrate
these factors together along with public and private sector considerations. We will
be doing a significant amount of work in the coming months to better assess and
identify the kinds of changes that might best assist in this endeavor, and I look for-
ng to working with this Committee on a holistic approach to energy in rural
erica.

Working Toward the Next Farm Bill

Mr. Chairman, as we move forward toward development of the next farm bill, it
is important that we approach this new legislation with an eye toward truly making
a difference in the future of the lives of millions of rural Americans. If we set our
goals appropriately, we can properly assist and strengthen production agriculture,
while also building and reinforcing the future of rural communities. Every oppor-
tunity for bettering rural America should be considered. We need to adopt innova-
tive approaches and listen to the needs of production agriculture and rural commu-
nities. Again, I believe it is important to be ambitious and set our goals as high as
possible. Rural America deserves no less from the next farm bill.

Over the past year, I embarked on a rural tour. During this process, I traveled
more than 45,000 miles and met with countless local farmers, ranchers, town lead-
ers, teachers, etc. While the process took time and involved very difficult travel, I
came away with a greater appreciation for the will and determination of rural
America to succeed. I also came away with a stronger appreciation for the needs
and challenges that rural America faces.

In the coming months as we engage in development of the next farm bill, I look
forward to bringing the experiences of these rural Americans, and others I have
worked with to the table. I also look forward to offering the insights and expertise
of our professional USDA staff, who have had the experience and pleasure of
partnering with and learning firsthand about the needs of producers in the field.
It is my pledge to appropriately assist, provide technical assistance and help better
frame and push the debate toward the topics and issue areas that are most impor-
tant to our constituents. I look forward to working with you, Mr. Chairman, and
every Member of the Committee on that endeavor.

I would be happy to respond to any questions that Members might have.

Thank you.

APPENDIX

Title I—Commodity Programs

Title II—Conservation

Title III—Trade

Title IV—Nutrition

Title V—Credit

Title VI—Rural Development

Title VII—Research and Related

Title VIII—Forestry

Title IX—Energy

Title X—Horticulture and Organic Agriculture
Title XI—Livestock

Title XII—Crop Insurance and Disaster
Title XIV—Miscellaneous

Title XV—Trade & Tax

Title I—Commodity Programs

Nearly all Title I provisions have been implemented through either interim or
final rules. The Department is actively moving to address public comments received
on the interim rules in final rules. Recent progress on Title I programs include:

Payment Limitations and Payment Eligibility (Sec. 1603, 1604): A final rule
was published in the Federal Register on January 7, 2010. The rule addresses the
over 5,000 public comments received on the interim rule published in December
2008.

Partnership with IRS (Non-Farm Bill): On December 31, 2009, USDA an-
nounced a partnership with the Internal Revenue Service to reduce fraud in farm
programs. The actions are intended to strengthen the integrity and defensibility of
USDA farm safety net programs and help the agricultural industry to meet require-
ments included in the 2008 Farm Bill. USDA has finalized a Memorandum of Un-
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derstanding with the Internal Revenue Service to establish an electronic informa-
tion exchange process for verifying compliance with the adjusted gross income provi-
sions, of the 2008 Farm Bill, for programs administered by USDA’s FSA and Nat-
ural Resources Conservation Service. The electronic process that USDA developed
with IRS reviews data from tax returns and compares these values to the AGI limi-
tations from the 2008 Farm Bill. FSA and NRCS will receive a record that indicates
whether or not the program participant appears to meet the income limits. Written
consent will be required from each producer or payment recipient for this process.
No actual tax data will be included in the report that IRS sends to USDA. As part
of the review and evaluation process, participants whose AGI may exceed the limits
will be offered an opportunity to provide third party verification or other informa-
tion to validate their income.

Durum Wheat Quality Incentive (Sec. 1613): Provision authorized appropria-
tions for payments of up to 50 percent of the actual cost of fungicides to control Fu-
sarium head blight on durum wheat. The 2010 Appropriations Act provided funding
for this program. A final rule implementing the program is under development and
is expected to be published in June 2010.

Geographically Disadvantaged Farmers and Ranchers (Sec. 1621): Final
rule is currently in Agency clearance and is expected to go to the Office of General
Counsel during the next few weeks. Program will reimburse producers in Alaska,
Hawaii, and U.S. territories and protectorates for high costs associated with trans-
porting agricultural commodities and production supplies.

Base Acres on Federally-Owned Land (Sec. 1603): Final rule was on display
at the Federal Register on April 13, 2010, and effective the same day. The final rule
makes several technical corrections and will also amend existing regulations for
DCP/ACRE to formally reverse the decision by the prior Administration to eliminate
base acres on federally-owned land. The decision by the prior Administration ad-
versely impacted the market/rental value of federally-owned lands by eliminating
the ability of buyers/renters to enroll in the DCP/ACRE programs. The restriction
has been waived for the 2009 and subsequent crop years allowing producers to
maintain eligibility for DCP/ACRE.

Dairy Import Assessment (Sec. 1507): Required that dairy promotion and re-
search assessments apply to all states, D.C., Puerto Rico and importers. The assess-
ment rate was set at 15¢ per hundredweight for domestic milk and 7.5¢ per hun-
dredweight for imported dairy products. The proposed rule was published May 19,
2009, with a comment deadline of June 18, 2009. A final rule is being prepared.

Dairy Commission (Sec. 1509): Created a Commission to conduct a comprehen-
sive review and evaluation of the current Federal Milk Marketing Order (MMO) sys-
tem and the other non-Federal MMO systems. The establishment of the commission
was subject to the availability of appropriations and no funding has been provided.
However, on January 6, 2010, USDA announced the selection of 17 members to a
Dairy Industry Advisory Committee (DIAC), which will provide the Secretary with
guidance on future dairy industry policy. The first meeting of the DIAC occurred
in Washington, DC. on April 13-15, 2010.

Title II—Conservation

Nearly all Title II provisions have been implemented through either interim or
final rules. The Department is actively moving to address public comments received
on the interim rules and final rules. Recent progress on Title II programs include:

Wetlands Reserve Program (WRP) (Subtitle C—Sec. 2201): An interim rule
was published in the Federal Register on January 15, 2009. An amendment was
published on June 2, 2009, to ensure NRCS is able to restore all lands enrolled in
the program despite events subsequent to enrollment, corrected the eligibility cri-
teria related to closed basin lakes and potholes, and notified the public of the agen-
cy’s continued dedication to proactive restoration. The amendment reopened the
public comment period. A final rule is under development that responds to public
comment received on the 7 year ownership requirement, riparian land eligibility,
pothole eligibility, property transfers, various program definitions, and payment lim-
itations.

Wetlands Reserve Enhancement Program (Subtitle C—Sec. 2206): A notice
of funding availability for FY 2010 was published April 9, 2010.

Conservation Stewardship Program (CSP) (Subtitle D—Sec. 2301): An in-
terim rule was published in the Federal Register on July 29, 2009. The public com-
ment period closed September 28, 2009, but was extended 30 days on September
21, 2009 to October 28, 2009. A final rule is under development.

Farm and Ranch Lands Protection Program (FRPP) (Subtitle E—Sec.
2401): An interim rule was published in the Federal Register on January 16, 2009.
A correction was published on July 2, 2009, that clarified the “contingent right of
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enforcement” and reopened the public comment period. A final rule is under devel-
opment to respond to public comment on the contingent right of enforcement, Fed-
eral appraisal reviews, certification process, forest management plans, impervious
surface limitation, national ranking criteria, credit for public access, and hazardous
materials review.

Grassland Reserve Program (GRP) (Subtitle E—Sec. 2403): An interim rule
was published in the Federal Register on January 21, 2009. An amendment was
published on August 21, 2009, that clarified the “contingent right of enforcement”
language, removed the prohibition of producing energy for off farm use, and re-
opened the public comment period for 30 days from date of publication. A final rule
is under development that responds to public comments on various program defini-
tions, wind power, native species, landowner contributions, long-term management
fémdir&g, éanking priorities, state level priorities, and the terms and conditions of the

RP deed.

Environmental Quality Incentive Program (EQIP) (Subtitle F—Sec. 2501):
An interim rule was published in the Federal Register on January 15, 2009. The in-
terim rule was both corrected and amended. A correction was published on March
12, 2009, that corrected the application of payment limitation provisions as they
apply to joint operations. An amendment was published on May 29, 2009 that rees-
tablished policy that enables certain producers, who lease public lands, to be able
to use EQIP funds on the public lands. A final rule is being developed to respond
to public comment received on the following topics, public land eligibility, payment
limitation, water rights, organic conservation assistance, at-risk species, and na-
tional priorities.

Agriculture Water Enhancement Program (AWEP) (Subtitle F—Sec. 2510):
A notice of request for proposals for FY 2010 was published April 2, 2010. The FY
2009 notice was published March 26, 2009.

Wildlife Habitat Incentive Program (WHIP) (Subtitle G—Sec. 2601): An in-
terim rule was published in the Federal Register on January 16, 2009. The interim
rule was both corrected and amended. A correction was published on March 12,
2009, that corrected the application of payment limitations as they apply to joint
operations. An amendment was published on July 15, 2009, that expanded the defi-
nition of agricultural lands to enable producers to enroll all lands included in their
farming operation.

Chesapeake Bay Watershed Program (Subtitle G—Sec. 2605): A notice of
funding availability for FY 2010 was published March 12, 2010. The FY 2009 notice
was published January 22, 2009.

Regional Equity (Subtitle H—Sec. 2703): An interim rule was published in the
Federal Register on January 13, 2009. This rule incorporated changes required by
the 2008 Act and formalized agency regional equity provisions to establish consist-
ency and certainty with implementation. NRCS evaluated the public comments and
published a final rule in the Federal Register on December 4, 2009. The final rule
responds to public comment received on the allocation process, contributing pro-
grams, obligation thresholds, and established deadlines.

Cooperative Conservation Partnership Initiative (CCPI) (Subtitle H—Sec.
2707): A notice of request for proposals for FY 2010 was published April 2010. The
FY 2009 notice was published March 10, 2009.

State Technical Committees (Subtitle H—Sec. 2711): An interim rule was
published in the Federal Register on November 28, 2008. The National policy,
Standard Operating Procedures was published in the Federal Register on April 7,
2009. The final rule responds to public comment received on committee responsibil-
ities, composition of local working groups and the State Technical Committee, com-
munication, subcommittees and other issues related to matters of discretion and
meeting organization. The final rule was published December 17, 2009.

Technical Service Provider Assistance (TSP) (Subtitle H—Sec. 2706): A
final rule was published in the Federal Register on February 12, 2010. The rule in-
cluded changes required by the 2008 Act, clarified the agency’s role with training
TSPs, and established a process to ensure fair and reasonable payment rates and
responded to public comments on TSP agreements, certification, definitions, evalu-
ating TSPs, general program rules, outreach, payments, procurement and socially-
disadvantaged producers.

Conservation Practice Technical Assistance (Subtitle H—Sec. 2706): A no-
tice that provided the results of a preliminary review of technical assistance and re-
quests comments about how to improve the conservation practice standards was
published in June 2009 with an initial 60 day comment period. An additional 30
days was subsequently added to the comment period.

Agricultural Management Assistance Program (AMA) (Subtitle I—Sec.
2801): An interim rule was published in the Federal Register on November 20, 2008.
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This rule incorporated changes required by the 2008 Act and incorporated changes
to improve program administration and align program implementation with other
financial assistance programs. A correction related to the application of payment
limitation provisions was published on March 12, 2009. NRCS evaluated the public
comments and published a final rule in the Federal Register on December 8, 2009.
The final rule responds to public comment on program purposes and applicability,
various program definitions, national priorities, program requirements, State Tech-
nical Committee applicability to the program, payments, reestablishing failed prac-
tices, violations, agency access to operating units, and other minor clarifications.

NRCS Compliance with NEPA (Non-Farm Bill): An interim rule was pub-
lished in the Federal Register on July 13, 2009, that identified additional categorical
exclusions applicable to NRCS programs, which are actions that NRCS has deter-
mined do not individually or cumulatively have a significant effect on the human
environment and, thus, should not require preparation of an environmental assess-
ment (EA) or environmental impact statement (EIS) under the National Environ-
mental Policy Act (NEPA). A final rule addressing comments received on the interim
rule was published in the Federal Register on February 10, 2010.

Conservation Reserve Program (CRP) (Subtitle B—Sec. 2101-2111): An in-
terim rule implementing mandatory CRP provisions was published in the Federal
Register on June 29, 2009, and was effective on that day as well. On October 7,
2009, the distribution of CRP rental payments of $1.7 billion for FY 2010 was an-
nounced. A second interim rule implementing farm bill provisions pertaining to
transition incentives is being developed. The rule is targeted for publication in
spring 2010. FSA is in the process of completing a Supplemental Environmental Im-
pact Statement (SEIS) for the remaining CRP provisions as required under the Na-
tional Environmental Policy Act (NEPA). The SEIS must be completed before the
remaining provisions can be implemented.

Title III—Trade

Consultative Group (Sec. 3205): On September, 23 2009, Agriculture Secretary
Vilsack appointed 13 members to the Consultative Group to Eliminate the Use of
Child Labor and Forced Labor in Imported Agricultural Products. The group rep-
resents a diverse set of government, private sector and non-governmental organiza-
tion entities, and has been charged with developing and making recommendations
to the Secretary of Agriculture regarding guidelines to reduce the likelihood that ag-
ricultural products imported into the United States are produced with the use of
child or forced labor.

The Group has been meeting monthly in order to develop recommendations which
are due to Secretary Vilsack by June 2010. An open meeting to provide an oppor-
tunity for public input was held on March 29. By June 18, 2011, the Secretary is
required to release guidelines for a voluntary initiative to enable entities to address
the issues raised by the Trafficking Victims Protection Act of 2000 (22 U.S.C. 7101
et seq.). The guidelines must be published in the Federal Register and made avail-
able for public comment for a period of 90 days. The Consultative Group will termi-
nate on December 31, 2012.

Local and Regional Food Aid Procurement (Sec. 3206): In FY 2009, USDA
awarded a total of $4.75 million under the Local and Regional Food Aid Procure-
ment Pilot Project to the UN World Food Program for field-based projects in Mali,
Malawi and Tanzania. In FY 2010, USDA has an additional $25 million available
to fund field-based projects. The majority of this funding will be used in emergency
programs to expedite the provision of food assistance to populations affected by food
crises and disasters in sub-Saharan Africa. To date, four proposals for funding have
been received. Two of the proposals were from a Private Voluntary Organizations
and two were from WFP. USDA is in the process of reviewing these proposals and
expects to award all of the available funding by the end of the fiscal year.

Title IV—Nutrition

Programmatic Provisions: All Title IV mandatory programmatic provisions
were implemented by states pursuant to the statute’s October 1, 2008 deadline.
USDA provided statutory information and responded to technical questions, and
monitored states to assure timely implementation. FNS will be following up with
rulemaking to formalize the directives in 2010, as well as implement certain admin-
istrative provisions.

Healthy Incentive Pilot Projects and Evaluation (Sec. 4141): Authorizes and
provides $20 million for pilot projects to determine if incentives at the point-of-sale
increase the purchase of fruits, vegetables, or other healthful foods among SNAP
participants. FNS has solicited (1) applications from state SNAP agencies to admin-
ister the Healthy Incentives Pilot, and (2) proposals to evaluate the Pilot. Links to
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the solicitations and related information is on the project web page at (http://
www.fns.usda.gov /snap [hip /).
Reports: FNS is working on a number of reports, including:

> School Food Purchase Study (Sec. 4307): This study will collect data for
Fiscal Year 2009 food purchases under the National School Lunch Program. A
data collection notice was published in the Federal Register Dec. 22, 2008. The
study is intended to provide statistically valid national estimates of the types,
amounts, and costs of food acquisitions (both purchased foods and USDA do-
nated commodities) made by public school districts participating in the National
School Lunch Program. The contract for data collection has been awarded and
work is underway.

> Fresh Fruit and Vegetable Program Evaluation (Sec. 4304): This study
will assess the impact of the FFVP, which was expanded to high-poverty schools
across the nation by the FCEA, on fruit and vegetable consumption. A con-
tractor has been selected and work is underway.

> Study on Comparable Access to Supplemental Nutrition Assistance for
Puerto Rico (Sec. 4142): This study will examine the potential cost, policy and
operational implications of transitioning Puerto Rico from their block grant for
nutrition assistance to the SNAP. FNS expects to submit the report to Congress
in May 2010.

> Commodity Procurement (Sec. 4404): Directed USDA to make Section 32
specialty crop purchases of (in addition to the 2002 Farm Bill amounts): $190
million for 2008, $193 million for 2009, $199 million for 2010, and $203 million
for 2011, and $206 million for 2012 and thereafter. AMS purchased $390.3 mil-
lion in specialty crops in FY 2008 and $472.8 million in FY 2009. As of March
26, AMS has purchased $203 million in specialty crops for FY 2010.

Title V—Credit

Loan Servicing Activities (Sec. 5304, 5305, 14002): A proposed rule was pub-
lished in the Federal Register on August 7, 2009. FSA has a target publication of
a final rule in Summer 2010.

Loan Making Activities (includes land contract guarantees), Conservation
Loan and Loan Guarantees, Highly Fractionated Indian Lands (Sec. 5002,
5005, 5501): Proposed regulations are under development and are expected to be
published in the Federal Register by fall 2010. The agency is conducting consulta-
tions with Native American Tribal Governments in the development of the regula-
tions.

Title VI—Rural Development

Most provisions in Title VI were implemented for 2009 through a Notice of Fund-
ing Availability (NOFA). The Department is developing regulations for these pro-
grams for 2010.

Broadband (Sec. 6110): Rural Development is drafting a rule that would imple-
ment the farm bill’s broadband provisions. Revised regulations will be completed
once Recovery Act funding has been fully utilized. Priority is being given to applica-
tions received under the NOFA implementing the broadband provisions of the Re-
covery Act. This work is being done in close coordination with the Department of
Commerce, which also has funding for a similar program. Over 2,200 applications
were received in response to the first NOFA for Recovery Act funding that was pub-
lished in the Federal Register on July 9, 2009. Over $1.067 million in awards have
been made to 68 broadband projects. Rural Development published a second NOFA
in the Federal Register on January 22, 2010; the application window closed on
March 29, 2010.

Rural Micro-entrepreneurship Assistance Program (Sec. 6022): This is a
new program for providing both loans and grants for intermediaries to establish re-
volving funds to make small loans to micro-entrepreneurs and grants for technical
assistance. Rural Development published a proposed rule to implement this provi-
sion October 7, 2009. Rural Development received over 400 comments, which were
used to develop the interim rule. Funding will be made available after the final reg-
ulations are published.

Value-Added Producer Grants (Sec. 6202): A NOFA making available $18
million for FY 2009 was published in the Federal Register on May 6, 2009. However,
that NOFA was withdrawn due to concerns related to certain new restrictions, in-
cluding a $500,000 limit of producer income and scoring preference for innovative
projects. A revised NOFA was published on September 1, 2009; the application win-
dow closed on November 30, 2009. Rural Development received 550 applications in
response to the FY 2009 NOFA. The applications are currently under review and
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awards will be made in the third quarter of FY 2010. USDA is currently revising
regulations for the value added program as required by the 2008 Farm Bill.

Rural Transportation Study (Sec. 6206): Required USDA and DOT to conduct
a study of transportation issues regarding the movement of agricultural products,
domestically produced renewable fuels, and domestically produced resources for the
production of electricity for rural areas of the U.S., and economic development in
those areas. A cooperative agreement with Washington State University has been
approved. The report is being finalized for submission to Congress.

Title VII—Research and Related

Veterinary Medicine Loan Repayment Program (VMLRP) (Sec. 7105): An
interim rule was published in the Federal Register on July 9, 2009. A Solicitation
for Veterinarian Shortage Situations was published in the Federal Register on Janu-
ary 22, 2010. On March 25, 2010 NIFA submitted a final rule which establishes the
process and procedures for designating veterinary shortage situations and admin-
istering the VMLRP as authorized by the National Veterinary Medical Services Act.
In April 2010, NIFA anticipates simultaneously publishing in the Federal Register
the Notice of Selected Veterinarian Shortage Situations and the Request for Appli-
cations for participation in the VMLRP which will be solicited for a 60 day period.
NIFA expects to make loan repayment offers prior to the end of the fiscal year.

High Priority Research and Extension Areas (Sec. 7204): The Annual Re-
port on Response to Honey Bee Colony Collapse Disorder was sent to Congress in
June 2009.

Organic Agriculture Research and Extension Initiative (OREI) (Sec.
7206): In FY 2009 OREI funded twenty-seven awards, totaling $17.2 million. Fur-
ther, the FY 2010 RFA was posted on Grants.gov on November 18, 2009, and closed
on February 9, 2010. Total program funding of $19 million will be competitively
awarded in FY 2010.

Specialty Crop Research Initiative (SCRI) (Sec. 7311): In FY 2009 SCRI
funded thirty-five awards, totaling $46.6 million. Further, the FY 2010 RFA was
posted November 3, 2009 and closed on January 14, 2010. Total program funding
of $47.3 million will be competitively awarded in FY 2010.

Beginning Farmer and Rancher Development Program (BFRDP) (Sec.
7410): In FY 2009, $17.2 million was available to fund BFRDP. The competitively
awarded FY 2009 BFRDP request for applications (RFA) closed on May 13, 2009.
Twenty-nine (29) awards, totaling $17.2 million were processed prior to the end of
the year. Further, the FY 2010 RFA was posted February 5, 2010 and will close on
April 6, 2010. Total program funding of $18 million will be competitively awarded
in FY 2010.

Agriculture and Food Research Initiative (AFRI) (Sec. 7406): In FY 2009,
approximately $185 million was available to fund AFRI projects. Awards totaling
$92 million were processed prior to the end of the year and $93 million was carried
forward to FY 2010. On March 23, 2010, Dr. Beachy hosted a webcast to announce
the availability of $262 million in FY 2010 for the AFRI Program as well as the
release of six requests for applications (RFAs). One RFA calls for research projects
addressing the six AFRI priority areas. The other five RFAs address these five soci-
etal challenge areas: childhood obesity, climate change, food safety, global food secu-
rity, and sustainable bioenergy. In addition, a single, separate NIFA Fellowship
Grant Program RFA to fund opportunities for pre- and post-doctoral fellowships will
be released shortly. NIFA also will publish joint RFAs utilizing FY 2010 AFRI funds
(e.g., Joint Climate Change Prediction Research Program with the Department of
Energy (DOE) and the National Science Foundation (NSF)).

Hispanic-serving Agricultural Colleges and Universities (HSACUs) (Sec.
7129): NIFA anticipates the publication of proposed rules associated with the
HSACU certification process by June 30, 2010, and the HSACU Endowment Pro-
gram by July 31, 2010.

Study and Report on Food Deserts (Sec. 7527): A study assessing the inci-
dence and prevalence of food deserts was sent to Congress in June 2009.

REE Roadmap (Sec. 7504): The Roadmap was delivered to the House and Sen-
ate Agriculture Committees on Wednesday, March 31, 2010.

National Institute of Food and Agriculture (Sec. 7511): On October 1, 2009,
Cooperative State Research, Education, and Extension Service (CSREES) became
the National Institute of Food and Agriculture (NIFA). Dr. Roger Beachy, founding
president of the Donald Danforth Plant Science Center, was introduced as the first
director of NIFA on October 8, 2009. NIFA will be publishing revised delegations
in the Federal Register to reflect the authorities that were transferred to the Insti-
tute from CSREES.
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Plan of Work (Sec. 7505): In 2010, NIFA will convene a Panel of Experts chosen
with input from the Regional Executive Directors for Research and Extension. The
panel will be run in a manner similar to the external Portfolio Review panels NIFA
convenes every 5 years to assess specific program portfolios, except as a collabo-
rative effort with members from both the Land-Grant Universities and NIFA.

This membership on this panel will include a total of approximately ten persons
from the Land-Grant University partners; at least two from each of the five regions
for both research and extension. Of the approximately ten regional representatives,
the panel will include at least two directors of research and two directors of exten-
sion. Other regional members of the panel from the Land-Grant University partners
will include persons responsible for writing the Plans of Work in the state from re-
search and extension, accountability and evaluation specialists, and budget officers.
Membership on the panel from NIFA will include Planning and Accountability staff,
Policy staff, National Program Leaders, and Information Technology staff. The Ac-
countability and Reporting Leader from the Office of Planning and Accountability
will provide primary panel support.

This Plan of Work and Annual Report of Accomplishments panel of experts will
assess the relevance, quality, and usefulness of the performance data received from
the Plan of Work and Annual Report of Accomplishments and Results beginning
with the FY 2007 Plan of Work. Moreover, the panel will focus on, and make rec-
ommendations for improving and further streamlining the Plan of Work and Annual
Report. These improvements include, but are not limited to, citing specific data ele-
ments for inclusion and exclusion. The panel will complete a written report to NIFA
with these recommendations for implementation. Every 5 years a panel of experts
will reconvene to further assess the relevance, quality, and usefulness of the per-
formance data received from the Plan of Work and Annual Report of Accomplish-
ments and Results and make recommendations to further its improvement if nec-
essary.

Title VIII—Forestry

Forest Resource Coordinating Committee (Sec. 8005): The charter for the
FRCC was signed by former Secretary Schafer. The nomination period ended on
January 6, 2009 and the Forest Service received over 45 nominations. Once selec-
tions are made, selected members will be notified and a press release drafted. The
target is to have the first meeting of the committee in 2010.

State Assessments and Strategies (Sec. 8002): State Forestry agencies are ac-
tively working on these documents which are due to be completed and submitted
to the Forest Service by June 18, 2010. The Deputy Chief for State and Private For-
estry will approve the Assessments and Strategies. They will define forest condi-
tions, issues, and strategies for each state and will be used in to develop and imple-
ment programs and policies for the protection, conservation, and enhancement of
forest resources.

Community Forest and Open Space Conservation Program (Sec. 8003):
The FY 2010 budget included $500,000 to initiate implementation of the new Com-
munity Forest and Open Space Conservation Program. The Forest Service com-
pleted drafting the proposed rule for this program in February 2010. The working
title for the Community Forest and Open Space Conservation Program is the Com-
munity Forest Program (CFP).

Cultural and Heritage Cooperation Authority (Sec. 8101-8107): The Forest
Service Office of Tribal Relations is coordinating agency efforts to implement all pro-
visions of the Cultural and Heritage Cooperation Authority. Three provisions (8103,
8104, and 8105) will require updates to direction provided in the agency’s manual
and handbook. While agency direction is updated, National Forest System units are
accepting applications from Tribes wishing to utilize the new authorities on a case-
by-case basis.

Temporary Closure for Traditional and Cultural Purposes (Sec. 8104): A
revision to the regulation at 36 CFR 261 and updates to Forest Service Manual 2300
and 2330 and F'S Handbook 2309.13, Chapter 50, are under development.

Reburial of Human Remains and Cultural Items (Sec. 8103): The Reburial
Interim Directive has been issued providing guidance to field employees. A final di-
rective will be issued once consultation with Tribes is completed.

Green Mountain National Forest Boundary Adjustment (Sec. 8301): The
Green Mountain National Forest (Vermont) completed a boundary modification in
2008 to include 13 designated expansion units as authorized in Section 8031.

Lacey Act (Sec. 8204): The Lacey Act places strict controls on trade and domes-
tic commerce in any plant, with some limited exceptions, taken or traded in viola-
tion of the laws of the United States or a U.S. state or most foreign laws. The Act
also makes it unlawful to import certain plants and plant products without a plant
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import declaration. APHIS, in cooperation with other agencies, has taken a phased
approach to enforcement of the declaration requirement and has taken into account
comments received from foreign governments as well as commercial and environ-
mental interests. On September 2, 2009, APHIS published a notice to inform the
public of the Federal Government’s revised plan to phase in enforcement of the
plant import declaration requirement and other implementation plans. Among other
issues addressed, the revised plan responds to earlier, comments stating that the
requirement to identify the plant genus and species in composite and recycled or
reused materials would be difficult and in some cases impossible. In response, en-
forcement of the declaration for such commodities has been delayed. Review of expe-
rience implementing the declaration is underway and rule making to define exemp-
tions for common food crops and common cultivars is in process.

Healthy Forests Reserve Program (HFRP) (Sec. 8205): A final rule was pub-
lished in the Federal Register on February 10, 2010. The rule included changes re-
quired by the 2008 Act, made minor administrative adjustments, and responded to
public comment received during the 2006 interim rule comment period. The final
rule also responds to public comment on landowner protections, ranking and fund-
ing allocations, compatible use authorizations, appraisals, carbon sequestration, co-
ordination with state agencies, environmental credits, native species, conservation
practices, restoration plan modifications, state-listed species, and other program re-
quirements. HFRP is administered by the Natural Resources Conservation Service.

Title IX—Energy

Biobased Markets Program (Sec. 9002): A proposed rule to establish a vol-
untary labeling program for biobased programs was published on July 31, 2009. The
comment period closed on September 29, 2009, and 35 comments were received.
USDA is currently developing the final rule.

Biorefinery Assistance (Sec. 9003): In response to a Notice of Funding Avail-
ability (NOFA) that was published on November 20, 2008, USDA approved a condi-
tional commitment for an $80 million guarantee for a cellulosic ethanol plant in
Soperton, Georgia on January 16, 2009. The recipient, Range Fuels, also received
a 576 million grant from Department of Energy (DOE) for this plant on November
6, 2007. Construction of the plant is underway. A second loan for $25 million was
awarded and since cancelled after the applicant was unable to secure alternative
private sector financing when the original lender pulled out of the project. A third
loan was recently approved for Sapphire Energy for $54.5 million, in conjunction
with a $50 million grant from DOE. A NOFA was published on March 12, 2010,
making the residual amount of funding from the FY 2009 available. Rural Develop-
ment anticipates the publication of permanent regulations in September 2010. A
proposed rule was published in the Federal Register on April 16, 2010.

Repowering Assistance (Sec. 9004): The farm bill provided $35 million in 2009.
A NOFA for $20 million to make payments for the conversion of biorefinery heating
and power systems to renewable biomass was published in the Federal Register on
June 12, 2009. Five applications for $13.2 million in funding were received in re-
sponse to the NOFA. The applications are located in Minnesota, Kansas and Iowa.
All applicants were ethanol facilities and use natural gas, electricity or coal for heat
and power. A NOFA was published on March 12, 2010, making the residual amount
of funding, $6.8 million, available. The application window closes on June 15, 2010.
A proposed rule was published in the Federal Register on April 16, 2010.

Bioenergy Program for Advanced Biofuels (Sec. 9005): The farm bill pro-
vided $55 million in 2009. A Notice of Contract Proposals for $30 million to make
payments to biorefineries for the production of advanced biofuels (other than kernel
corn starch) was published in the Federal Register on June 12, 2009. USDA has pro-
vided 161 tentative contracts for execution by applicants; payments can be made to
biorefineries for the production of advanced biofuels (other than kernel corn starch)
by the end of December 2009. A NOFA was published on March 12, 2010, making
the remaining funding from the 2009 NOFA available, $15.5 million; the application
window closes on May 30, 2010. A proposed rule was published in the Federal Reg-
ister on April 16, 2010.

Biodiesel Fuel Education Program (Sec. 9006): The $1 million in funding
available for FY 2009 has been obligated by the National Institute of Food and Agri-
culture (NIFA) to the National Biodiesel Board and the University of Idaho. NIFA
awarded continuation grants for an initial project period of 1 year and agreed to
support the efforts for a predetermined period contingent upon the availability of
appropriated funds and the satisfactory progress of this project. If these elements
are met, additional support will be provided to the funded project in each of FYs
2010 through 2012.
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Rural Energy for America Program (REAP) (Sec. 9007): A Notice of Solicita-
tion of Applications (NOSA) soliciting applications for about $2.4 million in grants
for energy audits was published in the Federal Register on March 11, 2009. A NOSA
for the remaining portion of the $60 million available for FY 2009 was published
in the Federal Register on May 26, 2009. This funding may be used for guaranteed
loans and grants for a wide range of energy efficiency improvements and renewable
energy systems and grants for energy audits and feasibility studies. Over 1,500
awards for grants, loan guarantees and loan guarantee/grant combinations were
made in the 4th quarter of 2009. The 2010 Appropriation Act provided $39 million
in funding for grants and loan guarantees in addition to the $60 million of farm bill
mandatory funding. The combination of mandatory and discretionary funding will
provide $408 million in program level in 2010. A NOSA to solicit application for
grants and loan guarantees is under development. A proposed rule to incorporate
the audit and feasibility provisions into the current regulation will be published
soon.

Biomass Research and Development Initiative (BRDI) (Sec. 9008): Awards
totaling $25 million were provided at the end of Fiscal Year (FY) 2009 from USDA
and DOE’s Office of Biomass Programs. The BRDI board met in March 2010 and
was briefed on the development of the FY 2010 Notice of Solicitation of Applications.
The 2008 Farm Bill provides $28 million for grants for FY 2010, in addition to $5
million of funding provided by DOE for a total of $33 million available in FY 2010.
Grants funds are provided to eligible entities to research, develop, and demonstrate
biomass projects for (1) Feedstocks Development, (2) Biofuels & Biobased Products
Development, and (3) Biofuels Development Analysis. Administration of the BRDI
grants program was delegated to NIFA. NIFA expects to release the RFA shortly.

Feedstock Flexibility Program (Sec. 9010): The program is on standby status
until such time as the Commodity Credit Corporation acquires an inventory of
sugar.

Biomass Crop Assistance Program (BCAP) (Sec. 9011): On June 11, 2009,
FSA published a Notice of Funding Availability (NOFA) implementing BCAP provi-
sions pertaining to payments for the collection, harvest, storage, and transportation
(CHST) of biomass material delivered to an eligible biomass conversion facility. The
CHST portion of BCAP operated under this NOFA until its termination with the
publication of the proposed rule. CHST payments were authorized to continue
through March 31, 2010, pending completion of regulatory development. FSA pub-
lished a proposed rule, on February 8, 2010, implementing the BCAP program, the
60 day public comment period closed on April 9, 2010. The public comments are un-
dergoing review and will be taken into consideration in the development of a final
rule which is expected to be published later this year. A draft Programmatic Envi-
ronmental Impact Statement (PEIS) was published in August 2009 with a 45 day
comment period. The comments will be addressed in the final PEIS which will be
published in the near future. Payments for CHST in FY 2009 were about $14.5 mil-
lion and $165 million in FY 2010.

Forest Biomass for Energy Program (Sec. 9012): This program included an
authorization to appropriate up to $15 million per year from 2009 through 2012. No
funding has been appropriated. The FY 2011 budget requests $15 million to imple-
ment this program.

Community Wood Energy Program (Sec. 9013): This program included an au-
thorization to appropriate up to $5 million per year from 2009 through 2010. No
funding has been appropriated. The FY 2011 budget requests $5 million to imple-
ment this program.

Title X—Horticulture and Organic Agriculture

Section 32 Study (Sec. 10101): Required USDA to arrange for an independent
study and evaluation of the purchasing processes principally devoted to perishable
agricultural commodities provided in Section 32. AMS signed a cooperative agree-
ment with the University of California at Davis on Sept. 19, 2008. The report will
be released shortly.

Quality Requirements for Clementines (Sec. 10102): Added clementines to
the list of products in Section 8e of the Agricultural Adjustment Act. Section 8e pro-
vides that whenever specified domestically produced commodities are regulated
under a Federal marketing order, imports of the commodity must meet the same
or comparable grade, size, quality and maturity requirements. Industry must re-
quest the establishment of a Federal clementines marketing order for the farm bill
language to be implemented. No such request has been made.

Mushroom Promotion and Research (Sec. 10104): Allowed for the develop-
ment of a program for good agricultural practices and good handling practices under
the Mushroom Promotion, Research and Consumer Information Order, as well as re-
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apportioned the membership of the Mushroom Council to reflect shifts in domestic
mushroom production. AMS published the final rule implementing these provisions
in the Federal Register on October 2, 2009.

Farmers’ Market Promotion Program (FMPP) (Sec. 10106): Extended the
FMPP through 2012 and provided $33 million in CCC funds: $3 million in 2008, $5
million in 2009 and 2010, and $10 million in 2011 and 2012. Sec. 10106 specified
statutorily the categories of farmer-to-consumer direct marketing activities eligible
for funding under the program, and required that not less than ten percent of the
funds used to carry out the program in a fiscal year are to be used to support the
use of electronic benefits transfers (EBT) at farmers’ markets. AMS issued a Notice
of Funding Availability (NOFA) on March 13, 2009 and AMS awarded 86 grants to-
taling more than $4.5 million covering 37 states for FY 2009. The 86 awards went
to 65 nonprofit organizations, 16 local governments, two agriculture cooperatives,
two Tribal governments, and one producer network. Thirty (30) of the 86 grants pro-
mote the use of new EBT projects. AMS is developing regulations for FY 2011 and
subsequent years and anticipates publication of a final rule in December 2010. The
2010 NOFA was announced in the Federal Register on March 1, 2010.

Specialty Crops Market News Allocation (Sec. 10107): Authorized $9M for
each FY 2008-2012, to remain available until expended, to carry out market news
activities for fruits and vegetables. Although funding was not appropriated, AMS
continues to carry out specialty crop market news activities as the Agency collects
information on the current supply, demand and prices on nearly 400 domestic and
70 foreign grown fruits, vegetables, nuts, ornamental and specialty crops.

Expedited Marketing Order for Hass Avocados (Sec. 10108): Provided for an
expedited marketing order for Hass avocados relating to grades and standards. The
order is to become effective within 15 months of the date that the Department
began the procedures for determining if the order should proceed. AMS has not yet
received an industry proposal that would start the process.

Specialty Crop Block Grants (Sec. 10109): Provided the following CCC fund-
ing levels: $10 million in 2008, $49 million in 2009, and $55 million for 2010-2012.
The section also: amended the definition of specialty crops by adding horticulture;
added Guam, American Samoa, the U.S. Virgin Islands and the Commonwealth of
the Northern Mariana Islands to the list of “states” eligible to apply for grants; and
changed the grant allocation formula. These changes required AMS to undertake
rulemaking which was completed on March 27, 2009 with the publication of the
final rule in the Federal Register. AMS awarded 56 grants totaling $9.5 million in
Fiscal Year 2008 and approximately $49 million for 745 projects in Fiscal Year
2009. The 2010 NOFA (approximately $55 million) was released on January 29,
2010.

National Organic Certification Cost-Share Program (Sec. 10301): Provided
$22 million for FY 2008 for cost share activities to remain available until expended
and increased the cost share reimbursement from $500 to $750. USDA is required
to submit by each March 1 an annual report to Congress on program expenditures.
The required report to Congress was delivered on March 20, 2009. For Fiscal Year
2008, $3,905,000 was allocated to the states while in Fiscal Year 2009 $4,320,000
was allocated to the states. On September 30, 2009, USDA announced the avail-
ability of funds for the cost share program for Fiscal Year 2010 at $4,660,000. The
2009 report was delivered to Congress on March 20, 2009. The 2010 report will be
released shortly.

Organic Production and Market Data Initiatives (Sec. 10302): Directed
USDA to collect data on production, pricing, and marketing of organic agricultural
products. The farm bill provided $5 million in mandatory funding which was to re-
main available until expended and authorized additional appropriations of up to $5
million for each FY 2008-2012. The farm bill required a report to Congress within
180 days of enactment on the progress made implementing these activities and iden-
tifying additional production and marketing data needs. The report was delivered
to Congress on Dec. 29, 2008 detailing how the money was allocated and would be
used by each agency—AMS ($3.5 million), NASS ($1.0 million), and ERS ($0.5 mil-
lion). AMS Market News (MN) has improved existing reporting of organic products
and has planned for further enhancement of organic reporting and the development
of additional organic market information tools. Specifically, AMS is undertaking
modifications to the Market News Information System (MNIS) to: segregate organic
data from conventional data; allow for input of data specific to organic commodities;
migrate existing organic data from disparate systems; and create new reports and
modify existing reports for presentation of organic market information.

National Honey Board (Sec. 10401): Made a number of amendments to the
Honey Research, Promotion, and Consumer Information Act. First, the farm bill di-
rected AMS to consider a national research and promotion program for honey pack-
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ers and importers. AMS received a proposal for this packers and importers program
and conducted a referendum on that proposal from April 2-16, 2008. In the ref-
erendum, 78 percent of those voting, representing 92 percent of the volume of those
voting in the referendum; approved the program. The program became effective on
May 22, 2008; 1 day after the final rule was published in the Federal Register. The
first board meeting took place on September 4, 2008. With the approval of this new
program, the collection of assessments under the Honey Research, Promotion and
Consumer Information Order—authorized under the Honey Research, Promotion
and Consumer Information Act—was suspended. A termination order for that pro-
gram was published in the Federal Register on April 17, 2009.

The second major requirement under Sec. 10401 directed USDA to consider estab-
lishing a research and promotion program for domestic producers. On July 14, 2009,
AMS published a proposed rule and solicited comments through September 14, 2009
for a domestic honey producer program. AMS reviewed the comments it received
and determined that a program is warranted. As a result, AMS has drafted ref-
erendum procedures which are currently awaiting publication in the Federal Reg-
ister. The referendum will be held May 10-28. A final rule will be published if the
program is approved in the referendum.

Honey COOL (Sec. 10402): Provided country of origin labeling (COOL) require-
ments for honey that bears any official certificate of quality, grade mark or state-
ment, continuous inspection mark or statement, sampling mark or statement or any
combination of the certificates, marks, or statements of USDA. The Interim Rule
was published in the July 8, 2009 Federal Register with comments due by Sep-
tember 8. This rule, which became effective October 6, 2009, would establish a new
regulation addressing country of origin labeling for packed honey bearing any offi-
cial USDA mark or statement and would add a new cause for debarment from in-
spection and certification service for honey. The final rule is under development.

Plant Pest and Disease Management and Disaster Prevention Program
(Sec. 10201): APHIS hosted several stakeholder meetings from May—September,
2009, to seek input on the allocation of $45 million in farm bill funds to build and
preserve critical plant health safeguarding infrastructure nationally for Fiscal Year
2010. Funding will be distributed to enhance state and national efforts for pest de-
tection and mitigation as well as ensure the viability of small farms and specialty
crops through protection from economically devastating plant diseases and pests.
APHIS has allocated funding to more than 50 state cooperators, universities, Fed-
eral agencies, and nonprofit cooperators, supporting over 200 projects that will not
only enhance pest detection and mitigation but will benefit both technology develop-
ment and job creation.

National Clean Plant Network (NCPN) (Sec. 10202): By July 2009, two spe-
cialty crops; fruit trees (including apples, pears, peaches, plums, cherries and other
stone fruits) and grapes (including table, juice, raisin, and wine fruit) were fully
operational under the NCPN banner. As a result, five associated clean plant centers
located in California, Missouri, New York, South Carolina, and Washington received
$3.1 million in NCPN funding in September 2009 for pathogen diagnostics, therapy,
and establishing disease free foundation plantings. Three other specialty crops are
anticipated to be fully operational in FY 2010. They are citrus (serving both the
fresh fruit and juice industry), berries (including strawberries, the blueberry/cran-
berry group, and raspberries, blackberries, and other bramble fruit), and hops. In
FY 2010 it is anticipated that NCPN funding of around $5 million may support five
specialty crop groups involving pathogen detection to produce disease free plants at
10-12 clean plant centers located in 9-10 states.

From July 2009 to January 2010, NCPN stakeholders also met on numerous occa-
sions to advance several critical issues impacting the network. This included estab-
lishing a new grape clean plant foundation in the Middle Atlantic States and work-
ing towards strengthening audit-based state nursery certification programs to en-
sure that NCPN-developed clean plant material provided to industry remains
uninfected as it moves through plant nursery systems.

The 3rd NCPN Annual Stakeholders meeting is planned for May 11-13, 2010 at
the University of California at Davis. Since initiating the NCPN stakeholder data-
base in FY 2007, the number of persons enrolled has increased from 125 to over
350 scientists, regulators, extension agents, and industry supporters in FY 2010. It
is anticipated that 75-100 of these stakeholders shall attend the FY 2010 annual
meeting and represent fruit trees, grapes, citrus, berries, and hops as well as pota-
toes, sweet potatoes, olives, roses, and other specialty crops.

Pest and Disease Revolving Loan Fund (Sec. 10205): Due to the absence of
a suitable partner to act as the loan agent for the program the proposed rule for
thle P(eiast and Disease Revolving Loan fund has been withdrawn from the regulatory
calendar.
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Biotechnology Regulations (7 CFR Part 340) (Sec. 10204): In response to the
proposed revision of plant-related biotech regulations, APHIS received over 66,000
comments from members of the public, which includes over 15,000 comments from
an earlier open comment period last fall. APHIS is continuing to analyze those com-
ments and working with policy officials to determine next steps.

Biotechnology Quality Management System (BQMS) (Sec 10204): BQMS is
a voluntary, audit-based compliance assistance program that assists universities,
small businesses, and large companies develop sound management practices to en-
hance compliance with regulatory requirements for field trials and movement of reg-
ulated genetically engineered organisms. The draft audit standard for the BQMS
was published on June 3, 2009, with a comment period which closed on October 23,
2009. BQMS pilot registration audits were successfully completed for all five pilot
participants. APHIS is currently evaluating the pilot, including public comment and
feedback from the pilot participants, to inform future iterations of the BQMS pro-
gram.

Title XI—Livestock

Notification, Documentation, and Recordkeeping Requirements for In-
spected Establishments Proposed Rule (Sec. 11017): Requires official establish-
ments to (1) prepare and maintain current, written procedures for the recall of meat
and poultry products produced and shipped by the establishment for use should it
become necessary for the establishment to remove product from commerce; (2) docu-
ment reassessments of their process control (HACCP) plans and; (3) notify FSIS if
they have reason to believe adulterated or misbranded product is in commerce. The
proposed rule was published in the Federal Register on March 25, 2010. Comments
are due by May 24, 2010.

Catfish Inspection Proposed Rule (Sec. 11016): USDA is working to finalize
the proposed rule establishing a mandatory catfish inspection program.

Catfish Grading (Sec. 11016): Directed USDA to establish a voluntary fee based
grading program for catfish. AMS has conducted several meetings with representa-
tives of the catfish industry, one meeting with National Marine Fisheries Service
officials, and with FSIS officials to discuss grading and inspection services. AMS is
drafting proposed standards, which will be published in the Federal Register.

Federal-State Interstate Shipment Cooperative Meat and Poultry Inspec-
tion Program (Sec. 11015): FSIS’ published proposed regulations on Wednesday,
September 16, 2009, (74 FR 47648). The comment period was extended from Novem-
ber 16, 2009 to December 16, 2009. FSIS held two teleconference public meetings
on October 27 and November 5 to gather comments from stakeholders on the pro-
posed rule. FSIS is analyzing comments received in response to the proposal. FSIS
has projected that a final rule will be published in September 2010. FSIS is review-
ing the public comments in preparation for development of a final regulation.

Livestock Mandatory Reporting (Sec. 11001): Required USDA to undertake
a study on the effects of requiring packers to report information on wholesale pork
cuts, due 1 year following enactment of the farm bill. USDA was also directed to
implement an enhanced system of electronic reporting and to carry out a market
news education program. AMS is seeking to develop and implement a proof-of-con-
cept project that would add an improved user interface, including tools for data vis-
ualization, to its primary system for disseminating Livestock Mandatory Reporting
information through the Web. Also, AMS finalized in August 2009 a cooperative
agreement with a team of university researchers identified by the Livestock Mar-
keting Information Center to complete the study of pork reporting. A draft report
was received on November 23, 2009, and the final report was transmitted to the
House and Senate Agriculture Committees on March 22, 2010.

Country of Origin Labeling (COOL) (Sec. 11002): Required country of origin
labeling for muscle cuts and ground beef (including veal), pork, lamb, goat, and
chicken; wild and farm-raised fish and shellfish; fresh and frozen fruits and vegeta-
bles; peanuts, pecans, macadamia nuts, and ginseng sold by designated retailers.
The final regulation was published in the January 15, 2009 Federal Register and
became effective on March 16, 2009. FSIS issued its Interim Rule for Country of
Origin Labeling for Various Meat and Poultry Products on August 28, 2008, and the
Final Rule on March 20, 2009. AMS’ education and outreach program will assist in-
dustry lin achieving compliance with the provisions and requirements of the agen-
cies’ rules.

National Sheep Industry Improvement Center (Center) (Sec. 11009): Pro-
vided for the re-establishment of the Center and its revolving fund to promote the
strategic development activities and collaborative efforts that strengthen and en-
hance the production and marketing of sheep or goat products in the United States.
The authorization provided $1 million in mandatory spending for Fiscal Year 2008
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to remain available until expended. AMS continues to work with other USDA agen-
cies to re-establish the Center.

Packers and Stockyards Act Regulations (Sec. 11005, 11006): GIPSA is in
the final stages of developing a proposed a rule. OMB review of the proposed rule
was completed on March 8, 2010. Proposed Rule is under final review for publica-
tion in the Federal Register. The proposed rule would establish criteria to be used
in determining: (1) whether an undue or unreasonable preference or advantage has
occurred in violation of the Act, (2) breach of contract, suspension of a contract, and
unfair capital investment, and (3) whether the arbitration process provided in a con-
tract provides meamngful opportunity for the grower to producer to participate fully
in the arbitration process

Annual Report (Sec. 11004) This section requires the Secretary to submit to
Congress by March 1 of each year a report on investigations into possible violations
of the Packers and Stockyards Act. The Secretary is required to report the number
of investigations conducted by GIPSA and the number of referrals to the Office of
the General Counsel and the Department of Justice. The 2009 report was submitted
to Congress and posted on GIPSA website on March 20, 2009. The 2010 report was
submitted to Congress and posted on GIPSA website on April 5, 2010.

Title XII—Crop Insurance and Disaster

Definition of Organic Crop (Sec. 12001): An interim rule with the new defini-
tion for organic crop was published in the Federal Register on 11/24/2008, and was
ir/l effect for 2009 spring crops and 2010 fall crops. The final rule was published 9/
3/2009.

Reduction in Loss Ratio (Sec. 12003): The results from a contract to perform
a comprehensive review of crop insurance rating methodology have been received
and were released on the RMA website for public comment. RMA and the contractor
}Aavel reviewed the public comments received and will be finalizing the report by

pril 15.

Premium Adjustments—Rebating (Sec. 12004): This was included in the 2009
Mandatory SRA Amendment.

Controlled Business Insurance (Sec. 12005): This was included in the 2009
Mandatory SRA Amendment.

Administrative Fee (Sec. 12006): A final rule was published 6/27/2008.

Catastrophic Coverage Reimbursement Rate (Sec. 12008): This was in-
cluded in the 2009 Mandatory SRA Amendment.

Grain Sorghum Price Election (Sec. 12009): The farm bill required that RMA
contract with participants from the grain sorghum industry and institutes for higher
learning to develop a new process for establishing price elections. Five experts from
USDA, the grain sorghum industry and institutions of higher learning proposed
pricing methodologies. RMA solicited public comments on its proposed selected
methodology in the Federal Register on July 24, 2009, and via a public meeting held
August 20, 2009, in Kansas City, MO. RMA is implementing the selected method-
ology for establishing grain sorghum price elections for the 2010 crop year. The re-
ports received from the expert reviewers and RMA’s 2010 pricing methodology are
available for review at RMA’s website, www.rma.usda.gov.

Premium Reduction Authority (PRP) (Sec. 12010): PRP submission criteria
were removed by a final rule published 2/26/2009.

Enterprise and Whole Farm Units (Sec. 12011): RMA implemented the re-
vised subsidies for enterprise and whole farm units via Information Memorandum
PM 08-057 effective for 2009 crop year crops with November 30, 2008 and subse-
quent contract change dates. A final rule revising the definition of enterprise unit
in the Common Crop Insurance Regulations was published for purposes of program
integrity on 11/23/2009.

Payment for Portion of Premium for Area Revenue Plans (Sec. 12012): In-
formational Memorandum PM—-08-041 was posted 8/21/2008.

Denial of Claims (Sec. 12013): Included in the 2009 Loss Adjustment Manual.

Settlement of Crop Insurance Claims on Farm-Stored Production (Sec.
1/2(}14): The interim rule was published 11/24/2008. The final rule was published
9/3/2009.

Farm Stored Production Efficacy of Pack Factors (Sec. 12014(b)): A study
to determine the efficacy and accuracy of pack factors used in the measurement of
farm stored production is being conducted. RMA has entered into a partnership with
the Agricultural Research Service (ARS) to conduct the required study, as well as
develop a risk management tool for use by producers. A preliminary report is ex-
pected in FY 2010.

Time for Reimbursement (Sec. 12015): The farm bill requires that for the 2012
and subsequent reinsurance years, FCIC move the date the Agency pays the Admin-
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istrative and Overhead (A&QO) payment to Approved Insurance Providers out to Oc-
tober 1 from the current date of when the acreage report is submitted to the Agency.
This will be incorporated into the 2011 SRA currently being drafted and negotiated.

Reimbursement Rate (Sec. 12016): Revisions were included in the 2009 Man-
datory SRA Amendments.

Renegotiation of the Standard Reinsurance Agreement (SRA) (Sec.
12017): Beginning with the 2011 reinsurance year, the Agency may renegotiate the
SRA once every 5 years. RMA intends to negotiate a new SRA for the 2011 reinsur-
ance year. RMA notified the appropriate Congressional Committees of the com-
mencement of the negotiations, and has entered into discussions with Approved In-
surance Providers. A second draft of RMA’s proposed 2011 SRA has been posted on
the RMA website.

Change in the Due Date for Corporation Payments for Underwriting
Gains (Sec. 12018): Beginning with the 2011 reinsurance year, the farm bill re-
quires that FCIC move the date of underwriting gain payments from February fol-
lowing the reinsurance year out to October following the reinsurance year. This will
be incorporated into the 2011 SRA.

Malting Barley Quality (Sec. 12019): This was implemented in the 2009 Crop
Year Special Provisions of Insurance.

Crop Production on Native Sod (Sec. 12020): The interim rule was published
11/24/2008. The final rule was published 9/3/2009.

Information Management (Sec. 12021): The farm bill provided a mandatory
source of funding for the RMA Information Technology Modernization (ITM) initia-
tive. Analysis of system requirements is completed and development is in process.
Full implementation is scheduled for 2011.

Data Mining (Sec. 12021): The farm bill provided a mandatory source of funding
for continuation of the data mining project (§4 million for FY 2009 and subsequent
years). Data mining is a critical component of RMA efforts to eliminate fraud and
abuse in the Federal crop insurance program.

AGR for Beginning Farmers (Sec. 12023): A contract for research and develop-
ment to modify the AGR programs to permit coverage of beginning farmers is antici-
pated to be solicited in Fiscal Year 2010.

Energy Crops (Sec. 12023): A study regarding a policy for selected energy crops,
including switchgrass, has been completed. The study determined that while crops
studied could be suitable for coverage under the existing pasture, rangeland and for-
age concept, the industries did not appear to be mature enough for inclusion under
the program at this time. RMA has also learned through its own consultation with
producers and industry representatives that they may have more desire for an indi-
vidual yield based plan of insurance. A solicitation for proposals to conduct research
and development of the feasibility of developing an insurance product for dedicated
energg crops closed March 1, 2010. RMA is currently evaluating proposals sub-
mitted.

Poultry Insurance (Sec. 12023): RMA awarded a contract to research the feasi-
bility of developing an insurance product for poultry to Watts and Associates on
February 25. Work is underway, with a final feasibility study expected in Fall 2010.

Apiary Policies (Sec. 12023): RMA awarded the contract to conduct research
and development regarding the feasibility of insuring honeybees to Ag-Force. Work
began in October, 2009. A final report is expected in June, 2010.

Aquaculture (Sec. 12023): The farm bill required RMA to execute three or more
contracts for research and development (R&D) of new aquaculture (insurance) poli-
cies for Bivalve species, Fresh water species and Salmon/Shrimp.

e Bivalve: Clam pilot complete; Oyster policy implemented February 2009.

e Fresh Water: Trout and Catfish policies completed expert review. RMA with-
drew products from consideration by the FCIC Board due to issues with product
design and will be initiating further research and development in Fiscal Year
2010.

e Salmon/Shrimp: Under review. Policies may be available in the private sector
which would preclude FCIC involvement.

Skiprow Cropping Practices (Sec. 12023): A contract for research into needed
modifications to corn and grain sorghum policies that permit skiprow planting prac-
tices was awarded to Windsor Strategy Partners. Work on the contract began in Oc-
tober 2009.

Organics (Sec. 12023): A contract for a study regarding organic price elections
and rating (surcharge) was awarded February, 2009, to Watts and Associates. The
initial report regarding available data was completed; as well as development of spe-
cific pricing methodologies for selected crops. Any pricing methodology developed
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would be applicable to crop year 2011 at the earliest. A final report on the rating
review has been received and is under review.

Camelina Pilot Program (Sec. 12025): RMA is continuing to evaluate options
for addressing the farm bill requirement to develop a pilot program for camelina.
A study of the feasibility of including camelina under the existing pasture, range-
land and forage concept indicated that while camelina could be suitable for inclu-
sion, the industry does not appear to be mature enough for inclusion at this time.
In addition, RMA’s own interactions with producers suggested that their interest
was in an individual production based policy. RMA has included camelina as a crop
to be studied further in a study of the feasibility of insuring dedicated energy crops,
which is currently in the process of being awarded.

Sesame Pilot Program (Sec. 12025): The farm bill called for development and
implementation of an insurance program for sesame production in Texas. A contract
to develop a production based policy was awarded to Promar on January 6, 2009.
The proposed Actual Production History Sesame pilot crop insurance program was
approved by the Federal Crop Insurance Corporation Board of Directors for selected
counties in Texas and Oklahoma on November 19, 2009. The APH-Sesame pilot will
be effective for crop year 2011, pending identification of pay-go offsets for Oklahoma.
Sufficient pay-go offsets have been located, so the Sesame APH pilot will be initi-
ated for the 2011 crop year.

Grass Seed Pilot Program (Sec. 12025): The farm bill directed development
and implementation of a policy for Grass Seed production in Minnesota and North
Dakota. A contract to develop a production based policy was awarded to Watts and
Associates on March 27, 2009. The Federal Crop Insurance Corporation approved
referral of proposed program materials to expert review on November 19, 2009.
Final action by the FCIC Board of Directors is anticipated for early 2010.

Risk Management Education for Beginning Farmers and Ranchers (Sec.
12026): Special emphasis was put on this activity beginning with the 2009 Outreach
Partnership Agreements.

Declining Yield Report (Sec. 12030): The farm bill required reports to the ap-
propriate Congressional Committees containing details about activities and options
that address declining yields for APH histories and perennial crops including Pe-
cans. Two reports are being developed, one that focuses on the specific issues of pe-
rennial crops (including Pecans), and a second that focuses on declining yield issues
for annual and perennial crops. The report specific to perennial crops including Pe-
cans has been completed and was submitted by the Department to the Senate and
House Agriculture Committees. The second report on declining yield issues for an-
nual and perennial crops should be complete by May 15, 2010.

Tobacco Definition of Basic Unit (Sec. 12031): The final rule was published
on 3/26/2009.

Crop Insurance Mediation (Sec. 12032): A final rule was published 2/26/2009.

Livestock Indemnity Program (LIP) (Sec. 12033): A final rule was published
in the Federal Register on July 2, 2009. Producers were able to begin applying for
benefits on July 13, 2009. For livestock losses that occurred from January 1, 2008
to July 13, 2009, producers had until September 13, 2009 to file a notice of loss with
their local FSA office. For livestock losses occurring after July 13, 2009, producers
have 30 days from the date the death becomes apparent to file a notice of loss. A
manual enrollment process is being used.

Emergency Assistance for Livestock (ELAP) (Sec. 12033): A final rule was
published in the Federal Register on September 11, 2009. Producers were able to
begin applying for benefits on September 14, 2009.

Livestock Forage Program (LFP) (Sec. 12033): A final rule was published in
the Federal Register on September 11, 2009. Producers were able to begin applying
for benefits on September 14, 2009.

Supplemental Revenue Assistance Program (SURE) (Sec. 12033): A final
rule was published in the Federal Register on December 28, 2009. Producers were
able to begin applying for benefits on January 4, 2010 for 2008 crop losses.

Tree Assistance Program (TAP) (Sec. 12033): A final regulation is under de-
velopment in FSA. The target publication date is the spring of 2010.

Title XIV—Miscellaneous

Office of Advocacy and Outreach (Sec. 14013): The FY 2010 appropriations
bill provided $1.7 million to establish the Office of Advocacy and Outreach (OAO).
In addition, OAO will receive $20 million provided by the 2008 Farm Bill for the
2501 Grants Program (previously managed by NIFA); $4 million for the section
14204 Grants Program of the 2008 Farm Bill for agricultural labor force improve-
ments that was transferred from RD; and an estimated $5.7 million in reimburse-
ments for programs previously managed by the Office of Civil Rights (1890 and 1994
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programs) and ARS (Hispanic Serving Institutions Program). This funding will
allow OAO to begin efforts to lead USDA’s outreach efforts for small, beginning, and
socially disadvantaged producers. OAO will be responsible for: overseeing the Advi-
sory Committees on Minority Farmers and Beginning Farmers and Ranchers; ad-
ministration of the Outreach to Socially Disadvantaged Farmers Grant Program
(2501 Grants Program); overseeing the activities of the Office of Small Farms Co-
ordination and the Farm Worker Coordinator; managing the 1994, 1890, and His-
panic Serving Institutions Programs; and other outreach functions.

Race, Ethnicity, and Gender (REG) Data Collection (Sec. 14006): ASCR is
moving forward on efforts begun in conjunction with Section 10708 of the 2002
Farm Bill to initiate Department-wide collection authority for RESNODA data. A
working group has been formed consisting primarily of the Service Center Agencies
(SCA), which includes Rural Development, Natural Resources Conservation Service,
and the Farm Service Agency. The Risk Management Agency (RMA) is also partici-
pating. The working group has been meeting to draft the information collection
package and associated Departmental regulation.

Outreach and Assistance for Socially Disadvantaged Farmers and Ranch-
ers (OASDFR) (Sec. 14004): OASDFR was transferred from NIFA to the Office of
Advocacy and Outreach on October 1, 2009.

Cotton Classification User Fee Increase (Sec. 14201): Provided permanent
authority for cotton classification services and allowed USDA to enter into leases of
longer than 5 years or take title to property for the purpose of obtaining cotton clas-
sification facilities. The 2009 user fee for grower’s cotton classification service will
be increased, as determined by a new method allowed in the farm bill. The final
rule was published June 4 with a July 1, 2009 effective date.

Cotton Research & Promotion (Sec. 14202): The provision adds Kansas, Vir-
ginia, and Florida to the definition of a cotton-producing state to be included in the
Research and Promotion’s State Support Program. A hearing on the proposed rule-
making was held at USDA on December 5, 2008. On October 5, 2009, the Federal
Register published a proposed rule and final referendum requirements. The ref-
erendum was held October 13, 2009 through November 10, 2009. On January 25,
2010, AMS announced that the amendments were approved in the referendum. A
final rule is being prepared.

Definition of Central Filing System Regulations (Sec. 14215): The provision
amends Section 1324(c)(2) of the Food Security Act of 1985 (7 U.S.C. 1631(c)(2))
commonly referred to as the “Clear Title Program” to allow states to maintain a
master debtor list with a SSN or EIN number and provide a method for lien
searches. A proposed rule is under development.

Title XV—Trade & Tax

Qualified Forestry Conservation Bonds (Sec. 15306): The Internal Revenue
Service has published a public notice soliciting applications for authority to issue
qualified forestry conservation bonds. The notice was published on August 22nd and
eligible entities have 60 days to file an Expression of Interest with the IRS. The
Forest Service worked with Dept. of the Treasury on developing the notice.

Comprehensive Study of Biofuels (Sec. 15322): Requires Treasury, Agri-
culture, Energy, and the Environmental Protection Agency to contract with the Na-
tional Academy of Sciences (NAS) for the study. A contract with NAS was signed
in September 2009, and is expected to be completed over the next 2 years. In early
December NAS announced the roster of the Committee on Economic and Environ-
mental Impacts of Increasing Biofuel Production. The first meeting of the committee
was held on January 15 and 16, 2010, in Washington, D.C. A report is expected in
approximately 19 months.

At the first meeting, the committee concluded that additional expertise is needed
to carry out the tasks. As a result, four new members have been appointed to the
committee.
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The CHAIRMAN. Thank you very much, Mr. Secretary. I could
first of all ask, we are going to be going out the weekend after next,
in a couple of weekends we are going to travel around the country
and listen to people. You have set up this dairy committee or what-
ever it is called, and I think that is good. What other things do you
have planned at this point in terms of your involvement in this
process or haven’t you finalized anything too much?

Secretary VILSACK. Mr. Chairman, the advisory committee met
for the first time in person last week. They did have a conference
call in March. I spoke to the advisory committee and tasked them
with getting straight to work. I think there is a consensus of large
producers, small producers from most regions, if not all regions of
the country, that there is a dissatisfaction with the current system.
What we saw last year was a concerted effort by Congress and by
the Administration to try to respond by providing additional com-
modity purchases, by providing additional price supports, by pro-
viding additional resources at the end of the year, which we tried
to get out in an expeditious way.

We saw herds being reduced systemically and appropriately in
the latter part of 2009. If that had continued, one assumes that
prices would have continued to improve as they were at the latter
part of last year. Unfortunately, what we have seen in the first
part of 2010 is an increase in herd sizes. That is the reason why
the advisory committee is so intent on getting a process in place
that will allow us to have predictability and stability to broaden
the price band. So we are focused on providing technical expertise
and experience and information to that committee at their request,
with the hopes that they will come up in a fairly expeditious way
with a consensus for you as to what precisely needs to be done.

In the meantime, we are going to continue to monitor the situa-
tion. We are focused right now on trying to expand credit opportu-
nities, recognizing that there are some serious challenges. We are
suggesting that some dairy operations are large enough to consider
the possibility of using the Business and Industry Loan Program,
which often is not thought of as a vehicle for credit but is available
and one that ought to be looked at, especially for larger operations.
We are continuing to encourage our commercial banking friends to
open up the credit. What we see is that for those who are very
creditworthy there is not a problem getting credit. For those who
are a little higher risk, whose equity has been diminished because
of the recent losses, or those who wish to expand, or those who
wish to get into the business are having an increasingly difficult
time. We are going to continue to work with our own loan program
to continue to press the guaranteed and the direct loan program
and to work with farmers who are having a difficult time making
payments. We have seen about 1,600 loans recently restructured,
not just in the dairy industry.

I would say one other thing, and that is that our hope is that
this advisory committee can come up with a consensus view. Our
hope is that whatever Congressional regulatory action that is re-
quired to implement that program can be done in an expeditious
way and that we can bring stability back to this market.
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The CHAIRMAN. Thank you. In terms of other commodities, other
parts of the farm program, do you have any plan at this point to
be doing any hearings or any

Secretary VILSACK. As I indicated to you, Mr. Chairman, if I un-
derstand your question, we see the responsibility of the USDA to
work with this Committee. It is not our intention to go off on a sep-
arate track. It is not our intention to have a series of public meet-
ings or hearings that are focused on the farm bill. Obviously, I am
going to be out there listening to people as I did last year and obvi-
ously will be willing to share information with this Committee and
hopefully with the folks behind me respond to any concerns that
you have. Historically, this Committee has received from the USDA
an outline or a framework. I would anticipate that we would prob-
ably provide that to you at some point when it is appropriate, but
there is no intent to furnish you with a complete farm bill as I
think has been done in the past.

The CHAIRMAN. Thank you very much.

Yesterday in the hearing in Pennsylvania, when they were
asked—when the producers were asked what their number one pri-
ority was, it was to have a mandatory price-reporting system for
dairy products. That came up again and again. It was said at the
time by a couple of the people that, apparently, they have been in
discussion with some people and been in discussion with your de-
partment, and that your response was that you don’t have the re-
sources to implement this. You know, we have to reauthorize the
mandatory price-reporting bill this summer, and do you have the
authority, first of all, to do the mandatory price reporting for dairy
by component, and do you need any additional authority from us,
and if it is a resource issue, what is the amount of the resource
issue that is out there?

Secretary VILSACK. Mr. Chairman, we have the capacity to pro-
vide or the responsibility to provide some kind of report which we
are attempting to do more frequently, but it is not as frequent or
as complete. AMS estimates the cost of expanding the reporting
program to be about $2.5 million.

The CHAIRMAN. That would be expanding it to like, for example,
cheese and maybe different kinds of cheese? That is what people
want. There is a lot of dissatisfaction with the CME price. It is a
thinly traded market. We could go back into the history of how we
ended up there, which I never thought was a good idea. But in any
event, so it is about $2.5 million?

Secretary VILSACK. Yes, sir. We are currently doing this on a
weekly basis, and this has to do with the need for, obviously, addi-
tional software and things of that nature.

The CHAIRMAN. Well, we need to work together to address this
issue because we could set—the dairy industry is doing a great job
in being forward looking and really looking at their program. We
could set the stage for a productive farm bill outcome in dairy if
we could get this price-reporting thing resolved. So I would like to
work with you on that.

Secretary VILSACK. Well, I think there is momentum for that and
we want to contribute to it and continue it.

The CHAIRMAN. And one last thing on the chart here, you and
I have discussed this before, but one of the things that I am big
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on is transparency and everybody understanding what is going on.
We are going do that during this farm bill process for the Members.
I have had my staff putting together information by commodity and
overall in terms of getting a better understanding of where this
money is going and to what commodities and so forth, so we can
kind of take a look at things. In that regard, this statistic kind of
bothers me about the percentage of total farm income. We have dis-
cussed this before, and I think what the situation is: if you have
2.2 million farmers in this statistic. We are still using the defini-
tion that if you could produce $1,000 of income then you are consid-
ered a farmer. You don’t have to produce $1,000 of revenue but if
you could you are considered a farmer, right? We are still using
that definition?

Secretary VILSACK. And it is 2.2 million farmers. That is correct.

The CHAIRMAN. And that is fine to look at it that way but I
would like to see you provide some information to the Committee
where if you boil this down to the 300,000 people that are pro-
ducing 85, 90 percent of the ag products in this country, that sta-
tistic would be completely different. I would like to see it presented
to us in those different ways so that we can understand.

Secretary VILSACK. It would be, Mr. Chairman, but it is impor-
tant for me to respond to your comments. Fifty-four percent of
American farmers do not identify farming as their principal occupa-
tion. I think this is a very important point. You and I have had
this conversation so we will now have it publicly. To me, it is an
important point in terms of repopulating rural communities, that
we have to focus on the fact that we are not creating the kind of
quality jobs in rural areas that we need to be able to create to give
people an opportunity. There are many, many farm families, par-
ticularly smaller operations, that would like to keep the farm but
have a hard time keeping the farm or even thinking about expand-
ing the farm unless they have that off-farm income. So while tak-
ing nothing away from the 300,000 folks that produce the bulk of
our food, and they clearly need a safety net, they clearly need the
programs that you all are looking at, it is important to the base
of rural America that we continue to focus on job opportunities and
to recognize that we need to pay attention. We meaning not just
this Committee but the country, the country needs to pay more at-
tention to rural America. It needs to understand what is happening
in rural America because candidly, when 80 percent of the folks
live outside of rural America, they don’t think about the poverty
levels, the unemployment levels, the wage differences and the
aging nature of rural America. If we don’t continue to think about
that and focus on it, we are going to have a harder and harder time
meeting the food needs, not just of ourselves, but of a growing
world population. I think it is an important statistic to focus on.

The CHAIRMAN. Well, I don’t disagree. I am not saying I disagree
with you. I understand that there are people moving out to the
country that are working in town and they may eventually move
over to being full-time farmers. Sometimes if you are into a niche
market type of area, you can make a good living on 100 acres, de-
pending on what you are doing. So that is not really the issue. I
think that we need—we have gotten some information that we
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have asked for but I just think we need to have the information
put out there to understand that there are different aspects of this.

Secretary VILSACK. We can furnish the Committee with that, but
let me just simply say that these 300,000 folks you are talking
about are the greatest farmers in the world. Now, if you were the
greatest fill in the blank, lawyer, doctor, athlete, whatever, you
would be making whatever the number is these folks are making,
you would be making substantially more than these folks are mak-
ing, and that

The CHAIRMAN. We don’t disagree on that.

Secretary VILSACK. That is part of the challenge.

The CHAIRMAN. I apologize for going over my time. Thank you
very much, Mr. Secretary.

Mr. Lucas.

Mr. Lucas. Thank you, Mr. Chairman.

Mr. Secretary, to be quite honest, in your written testimony
under the heading “the importance and challenges of rural America
and its future,” nowhere do you talk about the farmer, the safety
net or production ag. I worry that this may be symbolic of an issue
that has become much more of a concern out in the countryside,
and that is, is this Administration, does it have a disconnect with
rural America. So I guess my question is, are you telling me, are
you telling the Committee and myself that the Administration’s
key areas of emphasis in the next farm bill will be broadband, re-
newable energy, biofuels, regional food systems, supply chains, for-
est restoration, private land conservation and ecosystem market in-
centives? Are those really the primary issues where the Adminis-
tration is going to go in this next farm bill?

Secretary VILSACK. Representative, I think that they are signifi-
cant issues that need to be addressed, recognizing that this Com-
mittee will obviously focus on risk management tools, on direct
payment programs, on the traditional safety net. I think it was im-
portant for us to expand the discussion, to understand and appre-
ciate how important broadband is, how important potential eco-
system markets can be in terms of additional income sources for
farm families, how significant it is that some of these other areas
can create jobs that are, back to the discussion with the Chairman,
necessary for people to be able to keep the farm. I just think it is
important for us to see this as an expansion of the safety net,
which is important to farm families.

Mr. Lucas. So Secretary, can I assume that the Department’s
proposed proposals for the next farm bill will look something like
the budget submissions that the Department has made during the
appropriations process with the proposals for cuts in direct pay-
ments and crop insurance subsidies and most of the conservation
programs? Will we see those kind of proposals in the next farm bill
that we have seen in the annual budget submission?

Secretary VILSACK. Well, it is important for us, periodically, to
sort of re-calibrate and there may be opportunities for us to utilize
those resources in an effective way to help farm families, and to
help build economic opportunity in rural America. There are 60
million people that live in these rural communities and obviously
there is a tremendous amount of work based on these charts that
needs to be done. So as you well know, Congress instructed us to
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take a look at the crop insurance program, which we are doing. We
are working with the industry. I believe that the negotiations have
gone pretty well, and my hope is that they ultimately culminate in
a good agreement for the taxpayers. It is fairly clear that we have
seen substantial increases in the amount of money that insurance
companies are getting. The return on their investment is about 17
percent. We just want to get it down to about 14 percent, which
is still a pretty good return. And we will work with this Committee
on making sure as best we can to protect the baseline, which I
know you all need to be able to do your work.

Mr. Lucas. Absolutely do, Secretary. I am very focused on the
conservation issues representing a district that was the abyss of
the Great Depression, the Dust Bowl of the 1930s, and the horrible
droughts of the 1950s, and as the Subcommittee Chairman under
the 2002 Farm Bill, worked diligently on it, and under Sub-
committee Chairman Holden’s leadership in the 2008 Farm Bill I
worked as a Ranking Member on those issues. Can you tell me how
many of the conservation programs including EQIP and CSP and
WRP and GRP actually have final rules in place now?

Secretary VILSACK. Well, we have rules that we are working
under and we are getting resources out the door. We are in the
process of finalizing the work, but it hasn’t stopped us from enter-
ing into contracts. In EQIP, for example, there are a substantial
number of contracts that have been entered into, about 13 million
acres, close to $1 billion being provided, so we are continuing to
work. There were 737 rules and action steps that needed to be
taken to implement the farm bill that you all passed in 2008. Obvi-
ously this was a unique circumstance. Oftentimes farm bills are
passed in the midst of or in the middle of an Administration so you
don’t have to work in terms of transition. We are working hard to
make sure that we are getting the money to farmers and getting
these programs up and running.

Mr. Lucas. But Mr. Secretary, my concern and those shared by
many people out in rural America, if we haven’t had time to final-
ize the rules on things as popular as these conservation programs,
yet in your budget proposal you called for reductions in spending
in those conservation programs. If we are in effect, I guess, saying
that the production agriculture component of the farm bill is not
the relevant part that it used to be, then I almost have to ask the
question I think that would be asked in my town meetings: With
the focus that you have provided both budget and conceptual-wise,
are you talking about turning rural America into a bedroom com-
munity?

Secretary VILSACK. Not at all, Congressman.

Mr. Lucas. For people——

Secretary VILSACK. First of all——

Mr. Lucas.—for people to go to work every and drive back?

Secretary VILSACK. No, no. This is a great question and I appre-
ciate you asking it. First of all, it is fair to say that while what we
are proposing doesn’t get to the authorized level on many of these
conservation programs, there are additional resources that have
been added to and we are proposing additional resources in a num-
ber of these conservation programs. For example, the budget sub-
mission indicated a $28 million increase in EQIP. It is also impor-
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tant to note that the NRCS is under an audit in which, over the
course of the last couple of years, there have been serious issues
raised with the way in which these programs were administered in
the past. We want to make sure that we administer them properly,
so we are increasing our commitment as we can handle it appro-
priately and making sure that we are not paying folks for stuff that
they weren’t supposed to get paid for, or paying folks for things
that they never promised to do. So that is one thing.

The second thing, as to your question about the rural economy,
the reality is, if we can create better-paying opportunities within
rural America, if you can create centers of energy production, for
example, biorefineries, people who have to build those refineries,
people have to maintain them, people have to work at them, and
they are good-paying jobs, and you sprinkle and dot the landscape
with those biorefineries. If you create broadband opportunities that
allow, not only farmers and ranchers to have real-time information,
but small businesses that they may be operating or that their
spouse may be operating to have expanded opportunities to expand
their markets from local to global markets, you are creating eco-
nomic activity. If you keep the resources that are produced in the
fall in the community by linking local production and local con-
sumption, you create wealth and you allow that wealth to generate
within the community. This is not about bedroom communities,
this is about making rural areas vibrant places where young peo-
ple, in particular, are anxious and interested in setting up their
families and establishing a life.

Mr. Lucas. Mr. Secretary, I just offer notice that in the past Ad-
ministration, which was Republican, I am a Republican, when they
chose to veto the farm bill that we in a very bipartisan fashion
worked out together here, we overrode that veto. We did the right
thing for rural America. The resource situation got tighter and
tighter in 2008. It appears that it will be even tighter and tighter
in 2012. I just note to you and to the Administration that you rep-
resent that this Committee will once again, I believe, work in a bi-
partisan interest for the best interests of rural America, and per-
sonally turning us into a bedroom community is not in the best in-
terest of rural America, or production agriculture, or our food and
fiber supply in this country.

I respectfully serve that notice and yield back my time, Mr.
Chairman.

Secretary VILSACK. Mr. Chairman, I feel compelled to respond.

Representative Lucas, I want to make sure that you understand,
that is not what we are suggesting, and——

Mr. Lucas. Mr. Secretary, when you turn down the spending on
all these programs——

Secretary VILSACK. Well, we are not——

Mr. Lucas. When you chart down the direction of a certain
course, you have to assume that is the ultimate outcome.

Secretary VILSACK. No, that is not true, sir. We are actually in-
creasing the resources and we are suggesting that there could be
a more creative way to use the resources. Instead of focusing on in-
dividual community investments within individual siloed programs,
what we are suggesting is that we work with the local folks and
have them understand what they are operating under is a regional
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economy; and that there are small towns, towns of 8,000, 10,000
that can be economic engines that create opportunities for folks
both on the farm and off the farm; that if we really work this prop-
erly we can leverage additional resources from the Energy Depart-
ment, the Transportation Department, HHS. If we leverage and co-
ordinate those resources, we can have a much greater and more
profound impact on creating economic opportunity. That is what
this is about. It is not about bedroom communities. Let me be clear
about that. I just want to make sure you understand that.

Mr. Lucas. And I just ask as the President’s representative on
these agricultural issues, I believe to be the good and competent
person that you are, deliver the message back.

I yield back, Mr. Chairman.

The CHAIRMAN. I thank the gentleman.

The gentleman, the Vice Chairman from Pennsylvania, Mr.
Holden.

Mr. HOLDEN. Well, thank you, Mr. Chairman.

Mr. Secretary, Mr. Goodlatte and myself have been working in
a very bipartisan manner to address the research concerns in the
Chesapeake Bay. One issue we would like to explore is the concept
of reasonable assurance, and we recently learned of the sage grouse
initiative between USDA and the Fish and Wildlife Service. Can
you tell us about this initiative and what do you think the benefits
of this type of an agreement would give to the producer? Does it
provide reasonable assurance, and do you think USDA and other
Federal agencies should strive to enter into these types of agree-
ments?

Secretary VILSACK. There is a deep concern about the sage
grouse in terms of it potentially being indicated as an endangered
species, which carries with it responsibilities for those who live in
areas where this is an issue. Now, in an effort to try to help in-
crease the population and also avoid the necessity of regulations
that might make things more difficult rather than easier, we en-
tered into this memorandum in which we essentially are putting
roughly $16 million into an effort to try to rebuild the sage grouse
habitat. In doing so, if farmers essentially enter into an arrange-
ment to utilize these resources in a proper way, they will receive
assurances that if the sage grouse is identified as an endangered
species that they will in a sense already be in compliance with the
rules and regulations. So it essentially creates an incentive rather
than a regulation, and this is something that is going to be well
received in the countryside. It is something that, frankly, we ought
to be thinking more of opportunities to do in rural areas, especially
in the Bay area in particular where you have a lot of folks who
want certainty, they want to do the right thing for their operation,
they want to do the right thing for the environment. They just sim-
ply want to know what the rules are and they want certainty, and
this is a mechanism by which we can provide them that certainty.

Mr. HOLDEN. Well, we are glad to hear that and we have an idea
we are going to run by you.

Mr. Secretary, getting back to crop insurance, the Department
has a great deal of emphasis on promoting more help for under-
served states which includes Pennsylvania. At the same time,
USDA’s latest position would reduce delivery reimbursement by
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more than V5. Pennsylvania takes risk management seriously
enough that it provides monetary incentives to farmers who buy
policies. I am concerned about how the RMA strikes a balance be-
tween putting more resources into making crop insurance available
in underserved states versus making policy delivery more difficult
in a state like Pennsylvania which is underserved.

Secretary VILSACK. Well, here is the dilemma that we face with
reference to crop insurance, and that is, that we have seen a dra-
matic increase in the amount of money being paid to agents and
companies without a corresponding increase in the number of poli-
cies. In fact, since 2000 we have seen a substantial decline in the
number of policies written, and the compensation that is being paid
is based on crop prices as opposed to policies issued. What we are
proposing and suggesting is something that would on average pro-
vide an agent about $1,000 per policy for each policy that is writ-
ten. We think that is a fair rate of return.

And in terms of the insurance companies, as I said earlier, our
studies have suggested that over the course of the last several
years their return has been about 17 percent on their money. We
think an average return would be somewhere in the neighborhood
of 12 percent, but we are not proposing that as a vehicle. We are
suggesting 14 percent. We are trying to strike the balance which
this Committee instructed us to do in terms of making sure that
we have a fair deal for taxpayers, a fair deal for producers and one
that provides greater stability, and taking some of that resource in-
stead of redirecting it in other areas redirecting it back into the
program to make sure that we level out the availability of crop in-
surance in all parts of the country.

Mr. HOLDEN. Mr. Secretary, I understand the direction that we
gave you in the last farm bill, but we have made a lot of progress
in Pennsylvania in crop insurance participation. So just take into
consideration underserved states as we proceed.

And finally, Mr. Secretary, maybe you can clarify something on
TEFAP for me. The Central Pennsylvania Food Bank came to me
with a growing need for more food and additional administrative
funding beyond even what was provided in the farm bill and the
stimulus bill. Early in 2009, however, we were told that TEFAP
was unable to spend all of the funding increase it received in those
pieces of legislation. Can you clarify this for me and speak about
the need for more emergency food assistance?

Secretary VILSACK. Let me just simply say that in terms of
TEFAP, our focus recently has been on getting resources to folks
to increase their equipment, to respond to their equipment needs,
which we determined was a fairly significant effort. We did provide
additional administrative resources. I will have to get back to you
in terms of your specific question. My understanding was that
those resources were utilized in a fairly rapid way. I have traveled
to a number of food banks and a number of areas around the coun-
try, and I know that those resources were put to good use. That
system, generally the food bank system has been under substantial
stress because of hard economic times, and we have seen the same
thing in terms of expanded involvement with our SNAP program.
Obviously, when the economy improves and we’re beginning to see
some signs of that, our hope is that that takes some of the pressure



41

off those food banks, and hopefully takes some of the pressure off
of the SNAP program.

Mr. HOLDEN. Thank you.

I yield back, Mr. Chairman.

The CHAIRMAN. I thank the gentleman.

I now recognize the former Chairman of the Committee, a good
friend of mine from Virginia, Mr. Goodlatte.

Mr. GOODLATTE. Well, thank you, Mr. Chairman, and Secretary,
welcome. We are delighted to have you with us today.

I want to follow up on a question that Congressman Holden
asked regarding the Chesapeake Bay but shift over to a different
aspect of it, in particular with regard to the Environmental Protec-
tion Agency pressing forward with mandating a Federal TMDL for
the Chesapeake Bay. The impact on farmers could be enormous,
and I want to know if the USDA is communicating with the EPA
about the potential impact on agriculture with regard to the EPA’s
Chesapeake Bay strategy and trying to ameliorate the impact on
farmers who in my area, and I know in the gentleman from Penn-
sylvania’s area as well, are very alarmed by the sudden Federal
intervention in an area where they have been working with their
state regulators for a long time and have made a tremendous
amount of progress, by the way. The phosphorus and nitrogen dis-
charges from farms in that entire mid-Atlantic region is down very
substantially by 50 percent or more. There has been ongoing suc-
cess in the farm contribution to the impact on the Bay. There are
other problems that need to be addressed as well but farmers are
feeling a little bit, in fact more than a little bit pressed by the EPA
and we wonder if the USDA can help with that.

Secretary VILSACK. Let me first of all say that we have engaged
with the EPA in conversations and discussions to inform them on
precisely what steps have been taken in farm country to respond
to some of the concerns that we are now dealing with in the Bay
area. We will continue to do that, but we also felt it was necessary
for the EPA to actually hear from farmers themselves, and so what
we have proposed and EPA has agreed to do are a series of meet-
ings which began last month and will continue next month. Last
month we brought in the major heads of all the commodity groups
to EPA to meet with Administrator Jackson. It was a very inter-
esting conversation because there is a lot of misunderstanding
about some of the rules and regulations. It was an opportunity for
there to be clarification and a commitment to set up working
groups with the EPA and the commodity groups. Next month the
livestock producers will have that opportunity at USDA. We will be
hosting a breakfast and a meal for livestock, those who are in
charge of the livestock groups, and EPA Administrator Jackson. We
will set up the same kind of regular conversation, regular commu-
nication system that for whatever reason has not been set up in
the past, should have been set up, ought to be set up. We are learn-
ing is that EPA has a lot to learn and the commodity groups are
learning a little bit about EPA’s thought process. I think that kind
of dialogue is quite helpful in clearing up confusion, in making sure
that regulations are reasonable and take into consideration steps
that have already been taken by the best stewards of the environ-
ment that we have which are farm families.



42

Mr. GOODLATTE. Thank you. And to follow up on that, going be-
yond just the total maximum daily load issue, the EPA has also
taken an aggressive stance toward agriculture in enforcing the
Clean Water Act, and this is particularly true in the Bay water-
shed but my guess is it is happening elsewhere as well. Now, last
week the EPA conducted meetings, I think they have been in the
gentleman’s district as well, but they conducted one in my Congres-
sional district that was very much not like the meeting you just de-
scribed which would be productive. It was more along the lines of
the EPA coming in and dictating to farmers and telling them what
they expect will happen as opposed to the kind of dialogue that
would create a greater understanding on the part of the EPA with
regard to the challenges that are faced by farmers. I don’t know
that USDA was a participant in these meetings. Do you know if
they were even notified of the meetings or did they participate?

Secretary VILSACK. I can’t tell you for certain that they were no-
tified or that they participated, but I will certainly be happy to go
back and check and will provide that information to you, and in the
event we were not notified, we will certainly make the request to
be notified.

Mr. GOODLATTE. I don’t know the answer to that. It is possible
you were and it is possible you even had somebody present.

Secretary VILSACK. The challenge here obviously is to create a
process in which people will listen to each other and to appreciate
steps that have been taken, people get credit for the steps that
have been taken. The more we can bring these folks together to
talk, the better the outcome will be for everyone, and we are com-
mitted to that at USDA, and that is what we have been attempting
to do for the last year.

. ll\/Ir. GOODLATTE. Thank you, Mr. Secretary. I appreciate your
elp.

The CHAIRMAN. I thank the gentleman.

I recognize the Subcommittee Chairman from North Carolina,
Mr. McIntyre.

Mr. MCINTYRE. Thank you, Mr. Chairman.

Good to see you again, Mr. Secretary. When do you expect the
regulations for the Rural Entrepreneur and Micro-enterprise As-
sistance Loan Program to be published?

Secretary VILSACK. We anticipate that they will be announced
shortly. We had some issues in terms of precisely the structure and
format which had to be worked out. We were initially going to go
with a NOFA, but we decided not to publish a NOFA but to go with
a proposed rule. The interim rule has been drafted and we are in
the process of negotiating it through the OMB process, and our
hope is we get that completed soon.

Mr. MCINTYRE. And just roughly when you say soon, do you
mean like 3 to 4 weeks or do you mean 3 to 4 months? What do
you mean by soon?

Secretary VILSACK. If T had complete control of this, it would be
tomorrow.

Mr. MCINTYRE. Amen.

Secretary VILSACK. You know, I can’t commit OMB. I can tell you
that this is an issue that is important to us. We recognize the sig-
nificance of helping those who wish to help create equity opportuni-
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ties for small business development. This is very consistent with
what we need to be doing more of in rural America, so we are going
to be working on this as quickly as we can. We have been focused
with EPA this week on trying to get some of the energy title issues
resolved.

Mr. McINTYRE. Thank you, because that obviously leads to when
people will be able to start applying for loans under the program.
I guess that application can occur as quickly as possible after the
regulations are published.

Secretary VILSACK. Yes, sir.

Mr. McCINTYRE. On another note, how do you see our Regional
Economic Development Commissions? They were three that were
added to the last farm bill including one that yours truly authored,
the Southeast Crescent Regional Commission. The seven south-
eastern states of the United States unfortunately have the double
whammy effect, as I like to call it, because it is an unfortunate sit-
uation with both the highest levels of unemployment and the high-
est levels of poverty. So obviously the Southeast Crescent Regional
Commission is in a prime position now to bring economic growth
and infrastructure developed to some of the underserved and dis-
tressed areas of our country. How do you see these commissions
working alongside USDA’s new Regional Innovation Initiative so
that we can complement one another in getting these things going?

Secretary VILSACK. Well, first and foremost, those regional asso-
ciations and efforts can help educate us in terms of the nature of
the economy that exists and what the potential opportunities are
in a particular region. One of the things that I don’t think we have
taken full advantage of in many of our rural areas are the natural
resources that are located in rural communities, and there are
ways in which we could substantially increase economic activity as-
sociated with natural resources. So, we need a better under-
standing of actually what is occurring. There is a process by which
you essentially chart emerging industries, declining industries, po-
tential opportunities, and with that chart you can better inform
where resources need to be invested, how they need to be invested,
who needs to be brought to the table in addition to USDA. As I
said earlier, part of the challenge is that we do not reach across
Federal agencies to figure out where is Transportation investing its
money, where is DOE investing its money, where is HHS investing
its money. If we create this kind of regional effort, what you will
see is you will have greater cross-cooperation within Federal agen-
cies, and if we can coordinate the investments, we will get a bigger
bang for our buck than we currently are getting.

At the same time, if we do the same thing with state economic
development efforts, these regional folks will have a better tie-in to
state economic priorities and where state economic development re-
sources are being invested if we can leverage those resources, and
then they will know of local economic development efforts. There
is a great deal of venture capital, things that are occurring in small
ways. There are micro-enterprise opportunities that are occurring
in small ways. If there is a way in which we can essentially coordi-
nate all of that activity instead of what is happening today, which
is happening in isolation of one another.
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Mr. MCINTYRE. And when you say there is a way to chart emerg-
ing initiatives and declining industries, has that charting been
done, so to speak, by anyone in your department that we could
share?

Secretary VILSACK. There are a number of different groups that
do these. It is essentially based on a proposal that Michael Porter
from the Harvard Business School has put together. A lot of state
economic development offices are doing this. We would be working
with them if we are given the opportunity, but here is the chal-
lenge. The challenge is that we have siloed a lot of our programs.
We have 41 different rural development programs and they all
have different qualifications, different requirements, different
thresholds. There is no capacity to reach across those individual
programs to be able to utilize them in a consolidated and focused
way to really fundamentally change the dynamic in the area. Right
now what is happening is, somebody may get a community facility
grant, and someone in isolation may get a rural enterprise grant,
and someone might get a B&I loan but they are not necessarily co-
ordinated. My view is, and the emerging view of many in economic
development circles is that if you could ever get them coordinated,
you would have much greater return for your investment, which is
what you all want, and given the scarce resources, it is what we
need to do.

Mr. MCINTYRE. Absolutely. Thank you, Mr. Secretary.

Thank you, Mr. Chairman.

The CHAIRMAN. The chair thanks the gentleman and recognizes
the gentleman from Kansas, Mr. Moran.

Mr. MORAN. Mr. Chairman, thank you very much.

Mr. Secretary, thank you for joining us today. I have three rel-
atively specific questions and I will ask all three of them so that
I don’t run out of time.

I asked your Under Secretary Tonsager last October about eligi-
bility for the advanced biofuels producers grants, and the concern
I raised was that your notice for contract proposal indicates that
the companies must be owned by United States citizens. Yet, we
have two companies in Kansas who in my opinion should be eligi-
ble for the grants but are not 51 percent owned by U.S. citizens.
I have tried on numerous occasions to get a response, a justification
for the Department’s decision and the Under Secretary told me
during that hearing that that’s just the way we have done it in the
past. Since then despite a couple of requests, no response, and we
are in the process, in my opinion, of excluding a company that uses
Kansas biofuels, employs Kansas people and this is an awfully im-
portant component of their financing.

Second, you indicated earlier, and I appreciate the announce-
ment, that we are going to have a CRP sign-up, but we are begin-
ning to run out of time. My question is, when is that sign-up going
to occur? In July we will start preparing land for planting wheat
and particularly the western part of Kansas, but if we don’t have
a CRP sign-up in the next month or 2, we are once again in trouble
in making any kind of planting decisions. I guess if you tell me
that the sign-up will occur in July or August, we probably need to
have a short-term extension that takes land coming out of CRP of
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which a lot of it is in Kansas, and have an extension until next
year.

And finally, I want to raise my concern with the crop insurance,
the SRA negotiations, and in particular I want to talk about A&O
expenses. It seems to me that in the first two drafts we are still
not taking into account the appropriate way of setting the reference
price for A&O methodology. And the reason I raise this topic is be-
cause I want to make sure these negotiations are based upon good
policy that allow crop insurance companies and their agents to
write policies, particularly in high-risk states, and it is not just an-
other opportunity for crop insurance to be a bank for funding other
proposals that USDA—that are outside the department.

Secretary VILSACK. I appreciate the question about the advanced
biofuels assistance program. We obviously have received concerns
in a number of different areas of the country about this issue.
There is the consistency argument that has been addressed, that
you have addressed, that we have essentially created this policy. I
have asked in the rules that are being submitted for consideration
in these programs that we solicit comments from folks about
whether or not they want us to continue this proposal, the 51 per-
cent, the reason being that there was a real desire to make sure
that these resources were used to help create opportunities for
American producers, and for opportunities for American business
owners, and for American workers and to generate activity in rural
areas. There is such an interest in this industry that I think we
need to ask whether we should be rethinking that approach and
whether or not we are giving up a lot more than we are getting
with this program. We will be interested to see what the comments
are and we will certainly respond to those comments. So that is on
the front burner, so to speak, as is the case of whether or not these
facilities ought to be solely located in rural areas, or whether or not
they ought to be allowed to be located in urban centers and that
is an issue that has cropped up because people say well, they want
to locate here and it is going to help producers, but here it doesn’t
comport with our many definitions of rural. So there are two issues
that we are going to ask for additional comment on.

On the CRP, we are awaiting the additional environmental infor-
mation that has to be completed as a condition precedent to the
general sign-up. Our hope is that we get this done expeditiously.
Our hope is that we recognize the pressure that producers are
under, landowners are under, and that we are under to try to get
this done as quickly as possible. I am a little concerned about com-
mitting to you on a specific month because I just don’t feel com-
fortable. In the limited time I have been in Washington, I have
seen too often when I say July and it ends up being July of 2011
instead of July of 2010, but I will commit to you that we are very
anxious to get this done quickly, as quickly as possible. As soon as
that environmental work is done we are going to be ready to move.

Mr. MORAN. Can you commit to a quarter?

Secretary VILSACK. Well, I will be happy to commit to a quarter
if you are a forgiving individual. We are going to do the very best
we can to get this done as quickly as we can in all seriousness. It
is the reason why we made the announcement. It is the reason why
we are putting pressure to get the environmental work done.
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On the crop insurance, we are obviously still in negotiation, and
I will say that the negotiations have been good. They have been
solid negotiations in which we put a proposal out, the industry re-
sponds. We try to respond to the industry’s concerns. We are cur-
rently in the process on this A&O issue of looking at a variety of
different methods and so that issue is part of the discussion that
is going into the third draft that is going to be submitted soon.

Mr. MoORAN. I thank you for your answers and particularly on the
advanced biofuels. I am pleased to know that you are aware of this
and in my world it is not about creating jobs or economic benefits
for a foreign company or country, it is about jobs in rural America.

Secretary VILSACK. You know, it is an issue that we are con-
fronting in a number of different programs and it is one that this
debate is going to expand to other aspects of our program.

Mr. MORAN. Thank you, Mr. Secretary.

The CHAIRMAN. I thank the gentleman.

The Subcommittee Chairman, Mr. Boswell from Iowa.

Mr. BosweLL. Thank you, Mr. Chairman.

I think with the Secretary being here, I would like to say to you,
I appreciate the fact that you are calling to our attention that these
are tough times and to be faced with this deficit situation that we
may have to do things a little different. I appreciate that and that
is the history that we have had to go through this, so we think that
with you, Mr. Secretary, that we at Agriculture will be at the table
and we want to be there. We want to be part of the discussion, part
of the proposal and part of the solution, so we look forward to that,
and I know we can depend on you to include us in that. We hope
you will keep communicating with your peers at the Cabinet level
that we expect to be part of it.

I have two or three questions. I am going to follow Mr. Moran
and ask them all at once, but I would like to know where are we
at on the proposed rule regarding catfish? I don’t think I need to
reiterate what I saw when I was over there a few months ago. I
would like to know something about how we are coming on the
SURE payments. Overvaluing was made of forage crops and it has
caused offsetting problems, and I know you have been working on
it. We have a problem probably across the country.

I appreciate what you just said on the crop insurance. We are
walking into this with deliberation and going slow and trying to do
it right, and you are in your third response time, comment time.
I just want to compliment you and your staff from RMA and SRA
that are really cooperating and working hard together and we are
trying to do this and do our best to do it right.

And last, yesterday you were quoted, the fact that “so many
youngsters are not fit for military service is a wake-up call for this
country,” said Agriculture Secretary Tom Vilsack. I, over the last
several years, became aware of a program going on in our state,
which I think you are at Grundy Center, the PE for Life, and it
is very important. I know in the 2008 Farm Bill we included provi-
sions to provide competitive matching grants for school to access
local foods and create school gardens. We would like for you to
share what you can, to tell us about what is going on there, if you
can, and provide any data on utilization rates or suggestions on
how we might improve it. I am curious also about the results from
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the EBT, the SNAP debit card at the farmers’ markets. That has
expanded in my district at a great rate, and it is like going to the
county fair or state fair, if you will, if you go into Des Moines on
farmers’ market day.

So with that, I would like to say before you start, congratulations
on being a grandfather and tell the grandmother as well.

Secretary VILSACK. Thank you. We had a major event in that re-
gard this weekend when our grandson was baptized. Everything
but the water on the head was fine. We had a little trouble with
that.

The issue of catfish—we have a rule pending before OMB. We
are in the process of refining and we expect sometime this spring
to basically put it out for comment and discussion. You know, it is
obviously a complex issue and we are trying to figure out precisely
what the intent of Congress was relative to what catfish are cov-
ered.

Mr. BOSWELL. Let me just say this from my part, and I won’t
speak for the Chairman or anybody else, but I just think we want
to have it defined and so it is safe, and having went and looked,
and I won’t again—I know some of your folks have too that it is
a concern.

Secretary VILSACK. I don’t disagree that that is certainly a major
consideration. It also has to do with the fact that there are appar-
ently a multitude of varieties of catfish. You know, raising my kids
near the Mississippi River, I thought there was only one kind of
catfish, but I find out there are 39 different varieties and so it
makes it a little bit complex.

On the SURE issue, this is a complicated issue made a little bit
more complicated because the Recovery Act made changes. We paid
out $281 million under the regular program, $149 million has been
paid out under the Recovery Act, so a total of $430 million has
been paid out. Obviously in order to be able to determine the pay-
outs, you have to have specific information about crops and pricing,
which obviously results in you being essentially 12 months behind.
You have to accumulate the information, you have to analyze it
and then you can make payments. So we are making payments and
we will continue to work hard to get those resources out. We have
also, for whatever it is worth on the livestock indemnity program,
we have paid out about $82 million and we have also paid out sub-
stantial resources on the livestock forage program.

On the issue of fit for military service, I mean, just frankly re-
tired generals and admirals became concerned about this and put
together a program called Mission Readiness, in which they put to-
gether a report that was issued yesterday suggesting that a signifi-
cant number of our youngsters 17 to 24 are physically not fit for
service. This shrinks the pool of available folks for military service,
which is further complicated by a variety of other activities so that
a substantial number of our youngsters today, for a variety of rea-
sons, are not fit for military service and that ought to be a concern.
So, part of our effort is to obviously improve the nutritional value
of our school lunch and school breakfast program to make sure that
snacks at schools are consistent with what we are trying to do with
the school lunch and school breakfast program.
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The First Lady’s Let’s Move Initiative recognizes, as you have
suggested the PE for Life program recognizes, it is not just about
nutrition, it is also about physical activity and the necessity of
that. We have teamed up with the NFL and the Dairy Council to
promote the Play 60 program in which they want you to fuel up
with dairy products so you can play for 60 minutes a day in orga-
nized or unorganized physical activity. We have made an effort to
try to promote gardening as a way at schools to not only get kids
physically active, but to reconnect people with their food supply. It
is a growing concern for me that we are multiple generations re-
moved from those who do produce our food in terms of our own
family histories in terms of agriculture. As a result too many Amer-
icans unfortunately believe that food comes from a grocery store.
They do not understand the hard work that is involved in pro-
ducing the food and putting it on the table, nor do they have a full
understanding of the difficult economic circumstances of those who
do produce our food, and if they did, they might have a more un-
derstanding attitude towards food production.

So by gardening, by encouraging a connection with local produc-
tion and local consumption, we are trying to reconnect people with
their food supply, and we think that this is important because as
the Chairman indicated, we have 2.2 million farmers. When I was
born in 1950, 15 percent of our population were farmers. Today it
is less than one percent. And if we are going to continue to have
support for these programs that are vital to production agriculture,
we are going to have to expand our base of folks who understand
why it is important beyond the 2.2 million farmers and their fami-
lies. That is why I think it is important to reengage America in a
discussion about the future of rural America.

Farmers’ markets are expanding at a rapid rate. EBT makes it
easier for folks to utilize their cards, and we are also working on
a promotion for seniors and their capacity to use farmers’ markets
and the resources available to them under the Senior Farmer Mar-
ket Promotion Program.

Mr. BosweLL. Well, thank you, and just to close, would you take
the opportunity—maybe you have—to talk to your colleague at the
Cabinet, Secretary of Education, who was out and visited the PE
for Life program and it does have those complications. Thank you
very much.

The CHAIRMAN. I thank the gentleman.

The gentleman from Iowa, Mr. King.

Mr. KiNG. Thank you, Mr. Chairman.

Mr. Secretary, welcome. I appreciate you coming forward to tes-
tify here before the Agriculture Committee today, and I appreciate
your service as the Secretary. I think back on some of the conversa-
tions we had the last time you were before the Committee, which
has been some time now, but the number one thing that I want to
ask you if you could speak to is that we are watching the biodiesel
plants across the country be mothballed and shut down. I think I
can count 14 of them in Iowa. I can count one that is being disman-
tled and shipped to India and they are waiting yet for a decision
from this Congress on the blenders credit. I think there are some
in Congress that don’t understand that there are millions of dollars
that have been invested to try to follow the direction of the govern-
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ment’s lead on renewable fuels. Now they found their capital frozen
or devalued and waiting for this Congress to follow through. If you
could speak to that issue, I would appreciate it.

Secretary VILSACK. Congressman, I appreciate you raising this
issue, and from my perspective it is long overdue that we address
this issue and that we provide this industry, which is vital to our
capacity to be more independent in terms of our fuel sources and
creating the kind of economic opportunity I talked about earlier.
That tax extension has to take place and it needed to take place
yesterday. There has been some indication, hopefully, that it gets
done before Memorial Day. That would certainly be my wish and
my hope and my prayer.

Mr. KING. Thank you very much, Mr. Secretary, and I would just
inquire, is there dialogue among the Cabinet? I know that the Ad-
ministration seems to be supportive of this. Is there dialogue or is
there anything where we can find a place where we can bring our
argument to get this to move, or is it just, do you think, tied up
because of the legislative process?

Secretary VILSACK. My sense, and I could be wrong about this
Congressman, is that there is more of the Congressional process in
play here. I don’t think there is any question that the Administra-
tion is supportive of this. I have talked to the President specifically
about this issue and I know where he is, and I have talked to
White House officials about this issue. I know where they are. They
see this as important. If it were by itself, it would be one thing but
apparently it is tied up in a series of other issues. But my hope is
that it gets done, and frankly, if I can take your question and just
take it one step further, I really think all of us collectively need to
do more work on how we can build the infrastructure that can sup-
port this industry, this biofuels industry. We have a lot of pro-
grams that you all put in the 2008 Farm Bill and we are beginning
to get money out the door, but we have to go to the next step of
what is the distribution system going to look like, how do we bring
to bear, nationally, the capability of the biofuels industry so that
it is not just the Congressman from Iowa that is asking these ques-
tions, but it is folks in all parts of the country that understand that
they can play in this game and that they have an important oppor-
tunity in this.

Mr. KiNG. Well, I appreciate that and I hear from the strongest
of voices that we stand together on that same issue and that we
want to follow through on our commitment as part of the overall
energy independence this country needs to move towards.

And so as we transition into a subject, I recall an exchange that
we had the last time you testified before the Committee, and it had
to do with the cap-and-trade piece of this thing. A lot has happened
since that period of time with revelations of how the data was man-
aged and how credible some of the scientists who have been the
lead voices in global warming argument or let me say the climate
change argument. Have you had an opportunity to go back and re-
view that science, and are you of the same position today, or has
anything changed within that position on the science component?

Secretary VILSACK. Well, I have reviewed the science and it
doesn’t fundamentally change my attitude about this, Congress-
man. I tell you, I deal with the consequences of this every day.
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Probably the most prime example of this is the issue that we are
dealing with out in the western part of the country with the bark
beetle infestation. I mean, the reality is that because winters are
not as severe as they once were, these beetles in part survive the
winter when before they died. I have been told, and I don’t know
whether the statistic is accurate or not, but I think it may be.
There are over 7 million acres that are now impacted by this bark
beetle and we expect and anticipate 100,000 trees a day to fall be-
cause of it for the next decade.

Mr. KiNG. Thank you, and I recall I went up to Canada and
heard their presentation also about 80 percent of the timber in
British Columbia was going to perish because of the bark beetle.
One of the things they told us up there was that there had to be
a sustained temperature of 45° below in order to kill the bark bee-
tle off in the wintertime, so that is a piece of data that I would in-
ject into this processing. I don’t want to have a debate on this. I
was just interested in your perspective, and I very much appreciate
your perspective on the renewable fuels component.

The blenders credit that is necessary at this point and the viabil-
ity of this first generation of ethanol and biodiesel has to be there
if we are ever going to get to the second generation of renewable
fuels, and that is what I would close with, Mr. Chairman. I thank
the Secretary and I yield back the balance of my time.

The CHAIRMAN. I thank the gentleman.

Subcommittee Chairman Baca from California.

Mr. BAcA. Well, thank you very much, and thank you, Mr. Sec-
retary, for being here this morning. I want to thank you for your
leadership at USDA and your efforts to move the Department for-
ward in a positive direction that helps the America rural commu-
nities and urban communities. We look forward to working to-
gether, preparing the process of reauthorization of the farm bill in
2012.

I would like to get into some of the areas—as you know, recently
my Subcommittee held a hearing in Colton, California, this past
January to explore SNAP participation rates and their links to obe-
sity. We recently had a hearing here last week that dealt with obe-
sity and healthy food which also included fresh fruits and vegeta-
bles and the farmers’ market. As you know, the State of California
has one of the lowest SNAP participation rates in the country at
around 50 percent. One of the main reasons why it is low in Cali-
fornia is undoubtedly the state finger-imaging requirement for
SNAP participation. Can you clarify for the full Committee the
Obama Administration’s stand on the use of finger imaging?

Secretary VILSACK. Congressman, I think we are discouraging
that type of activity. We are trying to figure out ways in which we
can encourage participation. I know in California we are spending
additional resources in an outreach effort to try to educate people
on precisely what the program is and how they can qualify.

Mr. BacA. Thank you. The other question, I know it was ad-
dressed earlier, but is one of very much concern and you addressed
it from a military perspective. As you know, obesity continues to
be America’s costliest medical condition and threatens many of the
segments of a population including children and underserved popu-
lations and elderly. The Ranking Member of the Committee and I
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have both addressed this in our Subcommittee and nearly V5 of the
children in America are now overweight or obese. Our nation
spends nearly $150 billion a year to treat obesity-related disease.
This accounts for nearly ten percent of all medical spending. The
2008 Farm Bill made major progress in trying to provide more nu-
tritional foods to communities, particularly schoolchildren, but
much work needs to be done. In general, can you explain how the
Administration is responding to the growing obesity epidemic, and
what is USDA’s strategy for addressing this situation, and are you
coordinating a government-wide response including coordination
with state and local governments?

Secretary VILSACK. I think it is fair to say that we are taking an
aggressive effort on obesity. There are several things we are doing.
First, we are obviously fulfilling the responsibilities that you all
created in the 2008 Farm Bill as you expanded the fresh fruit and
vegetables program for snacks to all 50 states, trying to focus this
on areas where we think it can do the most good with the highest
enrollment levels of free and reduced lunch, and so we are in the
process of doing that.

We are also working through the SNAP program on an initiative
that was outlined in the farm bill in which we are trying to figure
out ways in which we can create point-of-sale incentives for individ-
uals using SNAP benefits to be able to purchase fruits and vegeta-
bles. There is the concern that fruits and vegetables are oftentimes
potentially more expensive, and, therefore, you have to address
that issue. We are in the process of completing the Request for Pro-
posal for the evaluator of the program. We anticipate using about
7,500 individuals in this pilot to see if we can create a discount
that works based on a limited number of fruits and vegetables, and
see what kind of mechanical problems occur through the EBT.

We are suggesting and proposing after a study established that
four percent of the American population, roughly 11 million people,
live in urban centers and in rural areas more than a mile from a
grocery store that would provide them fruits and vegetables and a
wide array of quality and good foods. So, we are trying to address
the issue of food deserts by creative use of resources between the
Treasury Department, Health and Human Services and USDA. I
could go into great length about this as I think you and I talked
briefly about this. It is a very complicated issue because each area
of the country, each rural area and each urban center, there may
be different reasons why a full-scale grocery store is not located.
You have to use the tools that are available to try to craft ways
in which you can get a grocery store in that community and make
it prosperous and allow it to survive economically. We are com-
mitted in that regard.

And finally, in the interest of time, we are fully engaged with the
First Lady in her Let’s Move Initiative, which is a combination of
state, local, nonprofit, non-governmental entities trying to encour-
age better nutrition and a strong Child Nutrition Reauthorization
Act that really focus on improving significantly the quality of the
food that we feed our children at school as well as reintroducing
physical activity into the daily activities of youngsters. They spend
far too much time in front of a computer screen and a TV and the



52

result is, you have %5 of the youngsters obese or at risk of being
obese.

Mr. BACA. Good. I hope we can continue to coordinate our effort
in this area.

Let me ask one final question, and can you update us on the sta-
tus of the 14,000+ administrative claims that were filed against the
Department claiming civil rights discrimination? I know that we
dealt with the Pigford situation, but many of these claims have
been carefully investigated. Do you have any estimation of the
funding that will be needed to allocate the settlement process and
when these settlements may occur?

Secretary VILSACK. Settlement of any litigation, Congressman,
obviously requires two people, two groups to reach a consensus.
The problem with the Garcia, the challenge, I guess, with the Gar-
cia case is that it is not one single case as was the case with
Pigford, which was certified as a class action. In essence, you had
one case with multiple claimants. In the Garcia circumstance, be-
cause the court did not classify it as a class action because of dif-
ferences between the claims, what you have is potentially tens of
thousands of individual lawsuits. So it is a little bit more com-
plicated to try to reach resolution, but the Department of Justice
and the USDA have been engaged in ongoing conversations with
both the Garcia plaintiffs, the Love plaintiffs in an effort to try to
reach resolution, either on a structure that would lead us to an-
swering your question of precisely what is the liability, or an
amount which all the parties can agree represents the liability. We
are not there yet, but we are continuing to work. I will tell you
from a USDA perspective, we are committed to trying to get these
issues resolved. The Pigford matter does require Congressional ac-
tion and we are hoping to work with Congress to get this done as
quickly as we possibly can. We want to close this chapter. It is an
unfortunate chapter in our history. We want to close it.

Mr. BacA. Thank you very much. I know that my time has run
out, but I have dealt with the civil rights issue that pertained to
the black farmers and now the Hispanic farmers and Native Amer-
ican farmers also that are impacted, so I look forward to working
with you on this.

Thank you. I yield back.

The CHAIRMAN. I thank the gentleman.

The gentleman from Texas, Mr. Neugebauer.

Mr. NEUGEBAUER. Thank you, Mr. Chairman.

Mr. Secretary, good to see you again. I guess the new thing here
is to ask one big long question and then get——

Secretary VILSACK. Try not to do more than three. That is about
all I can handle.

Mr. NEUGEBAUER. Well, this is really all one subject, and of
course, currently it has been mentioned that your department is re-
negotiating an SRA, and I know some progress has been made in
that. While this may not have any direct impact on the producers’
premiums, it does have some impact on service. So the question I
have is, number one, if producers have a loss or any of the pending
cuts likely to impact the ability to bring the claim agents to the
field, relatively quickly, so that if there is a second crop, the deci-
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sion can be made and really made so that the producers can move
forward.

The other impact, and it is from one of your charts, is that for
agriculture, and particularly in this country to be profitable, there
is productivity and that productivity has caused a lot of the farms
to grow in size. In my district, as you and I have discussed, folks
used to make a living on a half a section, a quarter section. Now
it takes five to six sections to do that. We are looking at taking
money out of crop insurance. We already see that the crop insur-
ance program is not working for all producers, particularly in the
shallow losses, and when you start multiplying shallow losses over
thousands of acres, it is not a small number. The question that I
have is, are we moving in the right direction of taking this money
out of crop insurance, putting it somewhere else and shouldn’t we
actually be putting crop insurance back into the program? Some on
this Committee have said that possibly in the future that crop in-
surance would become the safety net, but right now many of the
producers that are in my district have to take very high deductibles
because the cost of insuring a lower deductible is cost prohibitive
for those crops. And so I guess the question today is, should we lose
this baseline and should we be taking money out of crop insurance
and moving it in other places when, in fact, the program is not
working for many of the producers that are already participating?

Secretary VILSACK. Congressman, I would say to your first ques-
tion that customer service is important, and we ought not to be
compromising that in any way. So, if someone is faced with a loss,
the last thing that they want to do is to be faced with a delay in
having that loss calculated and getting satisfied for it. We ought
to be doing whatever we can to make sure that service is not com-
promised. I don’t believe it is but your question will prompt me to
ask in great detail of the folks who are negotiating this to make
sure that that is not compromised, and I appreciate you bringing
it to my attention.

As it relates to the baseline, just simply let me say that our hope
is that we can work with the Chairman and others on this Com-
mittee and conserve and preserve these savings, so that you all
have the flexibility to do what you need to do as you begin to ad-
dress the 2012 Farm Bill and rural development bill with as much
flexibility as you possibly need, because I don’t envy your work. I
know how difficult this is, and so we are committed to working
with you to convince OMB to basically not redirect these resources
in a way that doesn’t give you the flexibility you need. Now, wheth-
er it goes into the existing program or whether it goes into a new
concept, an innovative concept that provides greater risk manage-
ment opportunities and a substitute for, an addition to other parts
of the safety net, I think that is a policy decision that you all will
be making. We will be happy to provide our advice and technical
experience and advice and assistance as you formulate that deci-
sion.

The CHAIRMAN. I thank the gentleman.

I recognize Subcommittee Chairman Scott from Georgia.

Mr. ScorT. Thank you.

Welcome, Secretary Vilsack. How are you?

Secretary VILSACK. Good.
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Mr. ScoTT. Let me ask you about the Pigford case. I would like
to get your understanding of what the status is now. My under-
standing is that the President has submitted emergency funding.
What is your understanding of the status of the process now?

Secretary VILSACK. My understanding, Congressman, is that the
Congress is required under the settlement to appropriate the
money to be able to satisfy the agreed-upon settled amount that
under the current system that you all have engaged under PAYGO
there is a responsibility to identify offsets or to designate that set-
tlement as an emergency which would supersede the PAYGO re-
sponsibilities. The challenge with this is that when Pigford was es-
sentially reopened by activity within the 2008 Farm Bill, you es-
sentially made the determination not to make the judgment fund
available for payment. If you were trying to reverse that and go
back and say well, now that we think about it we would like to use
the judgment fund, our understanding of your rules is that that
legislative action triggers PAYGO. So we are working with leader-
ship and those interested in this issue to try to identify precisely
the course of action that will allow Congress to move forward to ap-
propriate the money.

Mr. ScoTT. There was a press conference we held today where
there was great concern about this. Many of these black farmers
and the families have been waiting for over 10 years. Several of
them have died. They have gotten older. It is justice denied. And
I just take this opportunity to urge a greater sense of urgency for
us to work this out.

Now, in the President’s funding request, how much was that for?

Secretary VILSACK. I am going to give you a rough number. It is
somewhere in the neighborhood of $1.1 billion in addition to the
$100 million that was part of the 2008 Farm Bill. I think that is
the correct amount.

Mr. ScotT. Also, one of the reasons we are in this second round
is because of the lack of information, improper information for indi-
viduals who are concerned about this and discriminatory practices.
One of the unfortunate, as I understand in your statement in Feb-
ruary when you announced this, which was very welcome and very
well done, but unfortunately, there was no information in terms of
what they were to do, what the farmers needed to do, where they
were to go. We understand there was a hotline but there is no voice
at the end of the hotline and it says somebody will get back to you.
The farmers are saying no one gets back to us. So there needs to
be better coordination even with where we are now, and what the
impression is, is that out in the community and as we talk about
the rural development, there is absolutely no group, no group that
has tilled the soil with the energy as the black farmers have done
with little return. Many of us are concerned about getting younger
people back into farming and especially younger African Ameri-
cans. So it is important that we seize this opportunity, correct this
with the kind of energetic leadership that we have. Find a way to
work our way through this wrinkle of the funding. It is overdue.
It is there. I think we can really do a great thing in reenergizing
the interest in farming with the African American community if we
do right by settling this past discrimination that has been done to
them.
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Secretary VILSACK. Congressman, I don’t disagree at all with
anything you have said, and as it relates to the process, once the
money is appropriated, we have worked with the plaintiffs’ lawyers
for a process. But, it is a bit premature to start the process because
we don’t have the resources, and the process will engage and in-
volve farmers making a choice and a decision whether to accept a
set amount and some debt relief, or whether they want to pursue
a more formal evidentiary hearing in the hopes of being able to ob-
tain more than the set amount which may be as much as $50,000.

Mr. ScorT. And I commend your energy on this, Mr. Secretary.
I have talked with you personally about it. I know your commit-
ment to it. I just ask you to keep everybody’s irons in the fire.

Now, one final question on the 1890s. We, in the farm bill,
worked to increase that authorization these 1890 traditionally Afri-
can American colleges, and again, most of these colleges based in
agriculture are in the rural areas, but the President’s budget re-
quest for these programs has been woefully inadequate, and as re-
quests for these funds come in, could you give us a very quick sta-
tus report on where we are with the 1890s and why has the Ad-
ministration chosen to shortchange these programs in its budget
given the dire need of funding for these African American institu-
tions?

Secretary VILSACK. Well, this is what I can tell you, Congress-
man. In Fiscal Year 2010, $48.5 million was appropriated for the
Evans-Allen ag research at the 1890 land-grant universities and
colleges. The funds have been distributed to the eligible institu-
tions under that program. There was also the 1890 capacity build-
ing grants program in which $18 million was appropriated. Pro-
posals were due in February and we are in the process of having
those peer reviewed, and we anticipate awards will be made this
summer. Extension at 1890 universities, roughly $42.6 million was
appropriated and the funds have been distributed to eligible insti-
tutions. Then there was an 1890 facilities grant, $19.7 million ap-
propriated for the program. These funds are being awarded on a
competitive basis. Proposals were done earlier this month and they
will be peer reviewed, and we hope we get the resources out this
summer.

We are also in the process of working through our newly created
National Institute of Food and Agriculture and working on a series
of competitive grants, and Roger Beachy, who is the director of that
effort, recently met with the 1890 representatives. We just exe-
cuted a new Memorandum of Understanding. I met with him re-
cently and we are talking about how they might be able to partici-
pate in that competitive grant program. I think we are sensitive to
the need to provide resources for these institutions and for the His-
panic colleges and universities as well and the Native American en-
tities.

Mr. Scorr. Thank you, Mr. Secretary, and again, I appreciate
the sterling leadership you are providing on both of these issues.
Thank you.

The CHAIRMAN. I thank the gentleman.

The gentleman from Texas, Mr. Conaway.

Mr. CoNaAwAY. Thank you, Mr. Chairman.
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Mr. Secretary, thank you for being here. I appreciate it. Good to
see you again. [ want to continue to beat the SRA horse a little bit,
but before I get to that one, I will ask at least 4 minutes’ worth
of questions and then take your 6 or 7 minutes to answer.

You used the phrase earlier in the conversation about national-
izing the biofuels industry, and I want you to clarify that, that you
really didn’t mean the Federal Government taking over all of that.

Secretary VILSACK. No. It needs to be in all areas of the country.

Mr. CoNAwAY. Okay. Nationalizing an industry has a unique
phraseology among our colleagues.

Secretary VILSACK. Good point.

b 1\/{{1‘. CoNAWwAY. And so we want to make sure the folks in the
ack——

Secretary VILSACK. How would you suggest I do that in the fu-
ture? I don’t want to

Mr. CoNnawAY. Well, I suggest letting the market do it and the
Federal Government get out——

Secretary VILSACK. Well, no——

Mr. CoNAWAY. You mean just describe it?

Secretary VILSACK. Yes, how do you describe the hope that it is
able to flourish in all parts of the country?

Mr. CoNnawAY. Well, the hope has to be driven by the market and
it is the classic example of the Federal Government getting ahead
of a market, incenting folks to make investments and now they are
stranded. Now they want the Federal Government to bail them out,
those kind of things. So maybe we could try to keep the Federal
Government out of the business a little bit, but I didn’t think you
meant for the Federal Government to take it over.

Asking the question about the reinsurance agreement. The $6.9
billion in cuts that are being proposed for A&O, I hope a part of
that is you are able to have your team describe to the folks that
are going to suffer those cuts that there are better ways to do what
they are doing. In other words, that there are efficiencies involved,
that we are in fact not going to have diminution in services, and
that this isn’t some sort of an arbitrary number that was picked
out and said all right, squeeze your business into this number, that
your rationale for why these cuts make sense to the taxpayer
versus why it ought to make sense to the reinsurance folks as they
try to comply with that.

And then a couple comments, if you would, on the Colombia Free
Trade Agreement and your view that if whether or not that re-
mains of importance to agriculture in this country, and the impact
it would have if we could actually get that done.

And then a statement on the nutrition programs. During the con-
versation, the debate last year on the stimulus bill, Chairman Obey
said, funding for nutrition programs goes up and funding for nutri-
tion programs goes down. As we look at ways to try to deal with
the fiscal responsibility of our country, are nutrition programs
among those that were looked at for ways to trim the deficit?

Secretary VILSACK. In terms of the crop insurance, our view is
that a fair deal can be reached without the necessity of reducing
services, and let me start with the companies themselves. They ob-
viously have to make a profit and we don’t begrudge them that
profit, and they obviously have the potential for a year in which
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they will lose money and they need to have the capacity to weather
that difficulty. Well, in the 15+ years that we have been engaged
in this, there have been 2 years where there have been small losses
and 13 years of fairly significant profits, and recently those profits
have been rather dramatic. They have dramatically increased to
the point where we had a study done of the industry to determine
what would be a fair return for the company to be able to maintain
its stability and at the same time be reasonable to the taxpayers.
The study came back from an entity that often is used by the in-
dustry itself in studying itself that roughly 12, 13 percent would be
a reasonable return for stability, and what was actually happening
in the marketplace was about a 17 percent return. So we suggested
in the proposal that we, in a sense, split the difference and that
we provide for about a 14 percent opportunity. In doing so we ini-
tially proposed increasing the exposure and the profit opportunities
that the government would have under the circumstances, and that
has been in the process of being discussed and negotiated.

As it relates to the agents, the issue here is how many policies
are you selling and how difficult is it to sell. I realize that you have
to go out in the field and you have to talk to farmers about the var-
ious options that are available, but it is slightly different than it
was when we first introduced this concept because now banks, in
particular, are requiring this as a condition of their loans, so it is
a little bit easier, and there are actually fewer policies. There are
about 200,000 fewer policies being sold today than there were in
the year 2000 but what we have seen is dramatic increases in
agents’ compensation. So talking to the companies, how do we deal
with this, we proposed in essence what would be about $1,000 a
policy, as opposed to what was just a couple years ago $600 to $800
a policy. So it is actually over the course of, perhaps not last year,
but over the course of time it would be an overall increase. So we
think that they can live within that, but discussions are ongoing,
and they will continue to be ongoing until we hopefully reach an
understanding and agreement that we can live with and that ev-
eryone is satisfied with. And I will say again that the negotiations
have been fruitful. I think they have been in good faith. People
have listened to each other and we have tried to respond with our
proposal, and we have come off quite a ways from the initial pro-
posal and we have yet to continue to the negotiations.

On the Colombia Free Trade Agreement, obviously it would be a
benefit to agriculture as would the Panamanian Free Trade Agree-
ment, as would the Korean Free Trade Agreement. There are
issues outside the purview of USDA involved with all of these trade
agreements. We are certainly encouraging our counterparts who
are dealing with environmental issues or labor issues or tax issues
or auto issues to be able to deal with them so that we get to a point
where hopefully these agreements can come before the Congress
and they can be passed, and we are encouraged by the President’s
commitment to expand the exports. We certainly have been en-
gaged and involved in that commitment and we are going to con-
tinue to aggressively travel, aggressively promote reduction in bar-
riers that exist in the world today as recently with Russia and
China on a variety of issues involving pork and we are in the proc-
ess of still working with the Russians on poultry.
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On the nutrition side, we are constantly looking for ways in
which we can do a better job of using the resources we have. But,
the economic reality is that in the SNAP program there are actu-
ally fundamentally more people who qualify for the program, which
is why we have seen a rather significant increase in the participa-
tion. As the economy improves and people are getting back to work,
you would think that there would be a corresponding decline in
those programs.

On the school lunch and school breakfast program, I mean, the
reality is that we have been criticized for the quality of the meals
that are being served to youngsters in terms of too much sugar, too
much sodium, too much fat, and not enough low-fat dairy and
whole grains and fruits and vegetables. We need to do something
about that. There is a cost associated with that. We are looking for
ways in which we can economize. One idea that has been proposed,
which I think is a valid one, is how we might be able to reform the
SNAP-Education component of SNAP. We spend a significant
amount of money with the states to try to expand outreach. It is
a matching program. We are suggesting that maybe there is way
in which we could cap the amount that we spend on education,
take over the state share and over the course of time save money
and utilize that money for lots of other purposes. I think we are
looking at ways in which we can economize.

Mr. CoNnawAY. Thank you, Mr. Chairman, and Mr. Secretary,
thank you.

The CHAIRMAN. I thank the gentleman.

The gentleman from Wisconsin, Mr. Kagen.

Mr. KAGEN. Thank you, Mr. Chairman.

Thank you, Secretary Vilsack, for the hard work that you have
put in. Never before has government been asked to do so much for
so many with so little resources. My northeast Wisconsin corner of
the world, we have had a 60 to 70 percent increase in the use of
the Food Stamp Program, and if these children weren’t eating
breakfast and lunch at school, they quite frankly wouldn’t be hav-
ing the meals that they require to get the energy into their body
to get the education that they need. We won’t be able to solve all
of the world’s problems or the farm bill’s issues in the 5 minutes
I have allotted to me. I thought I would go over a few areas that
are of particular concern to my constituents, and I provided you
and your staff with some written questions that we could get re-
sponses to at a later time.

First off, I would like to align myself with Mr. King’s remarks
with regard to the tax credit for biofuels, and I would like to work
with your department, and this whole Committee would work in a
bipartisan way to guarantee that the plants that have already re-
ceived the investment of local investors and investors around the
country understanding that when these businesses are mothballed
and if they go out of business, they don’t come back. So we have
these startups and we need to make sure that Congress does its
job and the Administration works together to make sure that that
tax credit becomes renewed as soon as possible.

The other thing that we worked so hard to do in a bipartisan
way was to make sure that our agricultural producers could grow
food locally, and then get it into our local school systems so that
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it is grown local, bought locally, and get it into our children. But
there is a competitive disadvantage there because of other support
programs that quite frankly have allowed these other food prod-
ucts, the carbohydrate-based foods and grains, to come in for break-
fast cereals that quite frankly we can’t compete with because of
their subsidies. We just can’t—sugar is cheaper than protein any
way you look at it, but I think that is one of the obstacles you are
going to be faced with in trying to work with what resources we
have to make sure our children get a higher quality meal. So I
would like answers at a later time, not here in this hearing, about
what strategy your department is using to improve the nutritional
content of the meals offered at both breakfast and lunch and other
programs at school.

Isn’t it strange that we have an obesity epidemic in our children
and yet we are providing them with more and more food at schools?
I am wondering if there is a correlation there.

Also, I would like to work with you on our forestry efforts. In
northeast Wisconsin, we have some national forests, and like else-
where in the country we have had difficulty in the fulfillment of
contracts and bids that were successful and let out, difficulty in
terms of litigation. We took it upon ourselves to have a field hear-
ing in northeast Wisconsin on this issue, and we brought together
the litigants from Chicago who were not really understanding what
we are doing in forestry, and when they visited the forest and took
down a few trees with our ag people, our forestry and our lumber
industry people, some of those lawsuits just disappeared. They un-
derstand that there is a lumberyard, there is a forestry industry,
that these people make a living out of the forest and that more im-
portantly, these very mature trees don’t suck out as much carbon
dioxide as young saplings do as they grow more rapidly. So I would
like to work with your department to make sure that we can elimi-
nate, wherever possible, any spurious litigation that would prevent
the implementation of programs that have been financed by this
Congress.

Two other areas on food safety in particular: Irradiated foods
have been proven to be safe and I am wondering if it isn’t time to
consider discussing the possible irradiation of all imported foods to
eliminate five million cases of foodborne illness? I would like to
take that up at a later time.

And with the remaining 1 minute of my 5 minutes, I want to
turn to the primary focus of my attention. Wisconsin is still the
dairy state, and we have a great number of dairy producers and
farm families that have made a living for generations. I want to
thank you on behalf of everybody in Wisconsin for helping our
dairy farms to continue to exist with all the support that you have
provided since you came into office. I want to thank you from the
bottom of my heart.

And then I want to ask you a pretty straightforward question be-
cause they are asking me what is in this Trans-Pacific Partnership
free trade deal for dairy? What are the benefits for dairy?

Secretary VILSACK. Well, Congressman, I don’t know that that is
a question that can be answered because the negotiations really
have not started in earnest in terms of the Trans-Pacific Partner-
ship. I think that we are aware of the fact that there is concern
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about how that agreement might impact either negatively or posi-
tively dairy, and I can tell you that that is an issue that will be
discussed and negotiated as we participate. What we are interested
in obviously is a broad-based, regional, rules-based, science-based
trading system which is consistent with virtually every other as-
pect of our trade policy. So I can’t say today that there is a pro or
con. I know that there is concern, and because of that, it needs to
be discussed, it needs to be negotiated, but the negotiations really
generally have not really started on those issues.

Mr. KAGEN. Our dairy interest is very interested in having bal-
anced trade deals to make sure that we can penetrate their market
to the exact degree that they might able to penetrate ours.

The other, I would like to align myself with the Chairman with
regard to transparency in price discovery. We found out in our fi-
nancial system the horrors that can come upon our entire economy
when a pricing system is opaque and nontransparent. I wouldn’t
think it would be that difficult to have in a straightforward imme-
diate lifetime Internet-based system where we could discover prices
to make sure that there is no advantage given to the processors
versus the producers.

Secretary VILSACK. You know, in some areas of agriculture that
is easier said than done in others because of the nature of contracts
and the nature of the market, but certainly we agree with the
Chairman. I think the Chairman is right about this, the more
transparency there is, the better you can understand whether you
are getting a good deal or not, and the better opportunities you
may have to negotiate a good deal. But some of these markets by
the nature of the market today are more closed. It is more difficult
to get real-time information and accurate information, and that is
part of the challenge, and the second challenge is of course the soft-
ware issue which has costs associated with it.

If T might in just 30 seconds, I appreciate you bringing up the
forest issue because all too frequently people don’t realize that for-
estry is part of this Department’s responsibility. We do have a res-
toration strategy which we think will not only be beneficial to the
timber industry, but can create more recreational opportunities and
certainly more energy opportunities, and we would certainly be
willing to work with you on your forest issues.

Mr. KAGEN. I thank you very much for your cooperation and for
your hard work, and I will just finish up on dairy by saying that
not everyone in dairyland will be in strong support of a single Fed-
eral milk order and they have some other issues and some concerns
about reducing the number of classes of milk. As everybody here
understands and across the country, the quality of the milk being
produced in Wisconsin is superior to anything else in the world.

Secretary VILSACK. I don’t see anybody from California, New
Mexico—well, I know you are from Pennsylvania

Mr. KAGEN. With that comment, I will yield back my time.

The CHAIRMAN. I thank the gentleman.

The gentleman from Nebraska, Mr. Smith.

Mr. SmiTH. Thank you, Mr. Chairman, and thank you, Mr. Sec-
retary.

I was just wondering if perhaps you might be able to give us an
update on the Foreign Agricultural Service, what they have been
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doing, where they are headed from here and resources necessary to
carry out their mission of trade export promotion.

Secretary VILSACK. We have proposed and suggested three addi-
tional resources be provided to the Foreign Agricultural Service as
it relates to the President’s national export initiative. One area
that has been relatively flatlined for a considerable period of time
has been the resources that we provide through the Foreign Agri-
cultural Service to our in-country collaborators and cooperators.
These are commodity groups and organizations that are essentially
in individual countries that are promoting the American brand of
beef, the American brand of pork. Because they have been flatlined,
they have not been able to expand research opportunities to try to
break down some of the barriers that are now being constructed
throughout the world in terms of phytosanitary issues that some-
times make it difficult for us to get products into a country.

The second, is in the specialty crop area, again, it is an oppor-
tunity for us to expand our exports. We think that there are addi-
tional resources that need to be put into that area.

And then finally, we have seen a rather dramatic increase in the
number of teams that we have to put together, from a technical ex-
perience perspective, that need to travel to countries to negotiate
for lengthy periods of time as these barriers are being constructed
to remove them. The most recent example is the HIN1. Thirty-
eight countries basically banned pork exports, and we had to go
through the process of trying to break down those barriers and con-
vince people that there wasn’t a threat. So we think that there is
a need for additional resources in that area to beef up our capacity
to do that in more places simultaneously.

Mr. SMmiTH. How do we, I guess, gauge or weigh the priorities re-
lating to agriculture development for other countries as well within
the Foreign Agricultural Service?

Secretary VILSACK. Well, we have a very strong trade team and
we are part of administration and countrywide effort to promote
the global feeding initiative which has been announced by this Ad-
ministration, and which is being supported by the G8 ag ministers
and the G8 country leaders as well as the G20. I mean, the reality
is that Americans are capable of producing high-value-added agri-
cultural products, and in order for that market to expand, the in-
come levels of people around the world need to expand. As they do,
they become more interested in buying our protein, for example. So
to the extent that we can help countries stabilize their economy—
I will use Afghanistan as an example. We have roughly 55 people
in Afghanistan right now working with Afghan farmers. Now, part
of how we think you stabilize that country is by creating an agri-
cultural economy that isn’t necessary reliant on poppy. To be can-
did, the Afghan farmers are doing the rational thing with reference
to poppy production. The way it works is, those who want poppy
production front the cost of inputs. There is no risk, in other words,
to the farmer because he is not financially at risk to put the seeds
in the ground, and at the harvest time they come and say we will
pick it up at the gate, the farm gate. There is no transportation ex-
pense, no hazard, no issue with transporting it to a market. So we
have to create a structure with credit systems, with seed assist-
ance, with technical assistance that minimizes the risks associated
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with traditional agriculture, and encourage them to utilize it. We
have seen this work in a couple of areas where we have seen dra-
matic reductions in poppy production. That is part of what our For-
eign Agricultural Service needs to be doing and is doing, and I am
proud of the work that they are doing.

So it is a balance, but clearly the President has challenged all
his Cabinet Secretaries to contribute to doubling exports and we
want to be part of that. We are proud of the fact that within agri-
culture we have an ag surplus in terms of trade and that every bil-
lion dollars of trade generates somewhere between 8,000 and 9,000
jobs at home. So, it is not only good for producers, it is also good
for employment.

Mr. SMITH. I appreciate that. And my time is about to expire, but
I do want to share some of my constituents’ frustration on these
pending trade agreements that we were told, some time ago, were
ready to go. Certainly a 40 percent tariff on red meat going to
Korea, taking that 40 percent to zero is obviously good for Amer-
ican agriculture and producers, and do you think we can see that
vote here in the next couple months?

Secretary VILSACK. I would certainly hope so, and if the issues
were in the ag area, we would be working on them night and day.
They aren’t necessarily in the ag area. They are in other areas of
the economy which I don’t have jurisdiction over. We are encour-
aging the trade representative. We are encouraging the Commerce
Secretary and others to engage forcefully on all three of these trade
agreements that could potentially give rise to expanded agricul-
tural opportunity in Colombia, Panama and Korea.

You know, we are at the same time working with other countries
to try to reopen markets that have been closed for far too long, and,
hopefully, we will be able to continue some progress in that area.

Mr. SMITH. Thank you.

The CHAIRMAN. I thank the gentleman.

The gentleman from Missouri, Mr. Luetkemeyer.

Mr. LUETKEMEYER. Thank you, Mr. Chairman.

Thank you, Mr. Secretary, for enduring a couple hours of all
these questions here. It is getting long.

You and I come from the same part of the country and we each
have Missouri River and the Mississippi River knowledge. My
question is with regards to the program that the Army Corps of
Engineers has initiated at the behest of the Fish and Wildlife folks
with regards to the series of challenges or chutes or slews along the
side of the river to allow the pallid sturgeon to habitat in those
areas. In doing that we are dumping 548 million tons of soil into
the river, and these are things that my farmers along those rivers,
the Missouri River, anyway, they are being penalized for. Now we
have an $80 million study to study the effects of the dumping down
at the gulf of the Mississippi River. So can you tell me where you
stand on this issue, what we are doing about it and where we can
have ?hopefully some help from USDA to try and stop this non-
sense?

Secretary VILSACK. I think a good place to start, although it is
not on the Missouri, it is on the Mississippi, is the work that we
are doing in the upper Mississippi River basin as a model for how
we can approach other areas of the country where watershed issues
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are problematic. We are utilizing resources from our conservation
programs as a way of incentivizing farmers to help us continue the
enormous progress that has already been made nationwide in re-
ducing the amount of soil erosion. It was not long ago that roughly
3 billion tons of soil was being lost. Today we have cut that down
to about 1.7 billion tons. To give you a sense of that, it is about
150 million dump trucks of soil that go into those rivers and
streams across the country. We need to continue to use our con-
servation programs to prevent that from happening because it not
only preserves the soil, it also makes it easier to maintain the
water quality. And I think that there are ways in which perhaps
on the Missouri we can work with the farm community to better
utilize or expand opportunities in terms of conservation programs
patterned after what we are doing with the Mississippi River.

Mr. LUETKEMEYER. My question is not with regards to what we
are doing with the farmers, which is fine. I don’t have a problem
with that. But we have the Army Corps of Engineers who have
given themselves their own permit to go out and dump hundreds
of times more soil into the river than what our farmers are allowed
to do, and that is having a much more dramatic effect on the water
quality of the Mississippi River and all the other that come up with
that. I mean, this is asinine that we are pursuing this policy and
we certainly could use some help.

Secretary VILSACK. Congressman, I am sorry. I didn’t understand
your question obviously, and you make a good point which is that
we are spending resources to try to prevent it in other parts of my
state, the State of Iowa, and we are contributing to it in your state.
So that is something we need to look into.

Mr. LUETKEMEYER. Well, you have an $80 million study that de-
termined the effects of what is going on.

Secretary VILSACK. Well, we kind of know what the effects are.

Mr. LUETKEMEYER. I am sure you and I do. We could certainly
use some help. Can we get a commitment from you today to work
on that issue?

Secretary VILSACK. I will certainly be happy to take a look at it
and be able to communicate with the Army Corps and find out
what the rationale is, and whether or not there is another way of
doing what they need to do. I know this is a contentious issue, hav-
ing been the governor of the state, and Congressman King remem-
bers the discussions we had with Missouri and South Dakota and
everybody else about river flows. It is very complicated.

Mr. LUETKEMEYER. One final question. As I talk to farmers, what
is in the farm bill quite frankly is usually secondary to any ques-
tions that I get from them. The question I get almost all the time
from those farmers now is the regulation that is impacting their
lives that comes out of Washington, whether it is the Clean Water
Act and talking about pesticides, whether it is EPA on greenhouse
gases, we have spray drift stuff coming up. I mean, the list goes
on and on and on of how the Federal Government is impacting
their lives in a negative way, not in a positive way. And it has
nothing to do with the farm bill. It has everything else to do with
all the other agencies. Mr. Secretary, we need some help. What can
you do? This has to be an issue, I am sure, for you as well to see
how it is impacting our farmers and the cost of production, the cost
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of how they can live their lives on the farms and produce our prod-
uct and our food. We are not going to be able to compete anymore
on an international basis if we keep raising the cost of production
and run people out of business.

Secretary VILSACK. Well, when I was at the commodity classic
several months ago, I asked the heads of the major commodity
groups how I could be of greatest help to them and to the folks that
they represent and care about, and they suggested that we estab-
lish a much closer, more effective dialogue with the regulators and
the folks who are making these regulations. And so what we have
done, and what we are going to continue to do, is to create an op-
portunity for those commodity groups and livestock groups to be
able to actually visit with and talk to the EPA Administrator spe-
cifically and directly about precisely what those concerns are. We
had a breakfast at EPA where we talked about the drift issue, and
there was clarification in terms of precisely what EPA was consid-
ering. A lot of times there is an assumption or a supposition that
the regulation is going to do X, and once it is explained they realize
well, maybe that is not precisely what it is going to do, it is going
to do something different, and so we need to create a dialogue. We
need to create a better understanding, and we also need to look for
opportunities for EPA officials to visit the farm, to actually see
what is happening on the farm. There has been a tremendous
change in agriculture, as you know better than most, but not every-
body knows that, and certainly not everybody in Washington knows
that. We are encouraging visits, encouraging ways in which they
can actually physically see the steps that farmers are taking. By
improving dialogue, creating working groups, developing a relation-
ship between representatives of commodity groups and livestock
groups with the EPA Administrator personally that we may get a
balance to this process which farmers and ranchers would love to
see.

Mr. LUETKEMEYER. Well, my concern is that we are losing control
of the farming entities that are out there as a result of all these
other departments coming in and putting rules and regulations in
place. If there could be some way that we would have to, some sort
of a clearinghouse that anytime they have a rule that impacts agri-
culture to go through the Department of Agriculture, which should
have jurisdiction over those issues, it would certainly be helpful. I
mean, something along that line.

Secretary VILSACK. That is something that you all have to decide
to do, but I would say that in the meantime what we are focused
on at USDA is how can we use the tools that we have to more ef-
fectively provide incentives. The sage grouse, which I discussed
earlier, is an example of that where we basically say look, if the
farmers do X, can they essentially be deemed to have already satis-
fied a regulation that may be forthcoming. And those are kind of
innovative and creative ways that we need to look at to allow farm-
ers to do what they do best, which is not only to farm but also as
stewards of the land and the water, and at the same time make
sure that we have clean water that we can utilize and for a mul-
titude of purposes. I mean, a balance can be struck here and we
just need to work harder at doing it.
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Mr. LUETKEMEYER. Thank you, Mr. Secretary. I appreciate your
comments and look forward to working with you.

Thank you, Mr. Chairman.

The CHAIRMAN. I thank the gentleman.

The gentleman from Pennsylvania, Mr. Thompson.

Mr. THOMPSON. Thank you, Mr. Chairman.

Mr. Secretary, thanks so much for your leadership. My first
question really comes back to what Mr. Smith raised back with
trade, I mean, the market opportunities for our farmers, our ag
production. The simple fact is, I think it was Secretary Redding
from Pennsylvania yesterday that cleverly described it as there are
303 million stomachs in America and today seven billion around
the world and growing to ten billion, so that is our market poten-
tial in terms of for our agriculture here. So, one of the things that
was enlightening, for me, anyway, was the discussion yesterday
that was fairly consistent where it looks like—and the hearing ob-
viously was on dairy but where subsidies, agriculture subsidies
strongly influence the end products that our agricultural products
get made into. Many times that seems to fall in contrast to not just
the national market needs but more the world market needs, those
overall seven billion stomachs that are out there, potential markets
of folks to be fed. And so it really seems to discourage innovation
and flexibility in responding in innovative ways to the new emerg-
ing world markets of food needs. I was very pleased to hear the
President’s recent statement about doubling our exports. I wanted
to know, are there ideas or thoughts on the table in terms of how
to approach unleashing innovation in terms of agriculture to be
able ‘E?o meet that goal of doubling our exports within the next few
years?

Secretary VILSACK. A couple of things. I think first and foremost
a recognition of the uniqueness of each individual country and each
individual market within the country. In the area of trade, one size
clearly does not fit all and so what we have begun to do is we have
begun to develop a process within USDA in which we sort of indi-
vidualize our approach to countries based on their place in the con-
tinuum of markets. There are fragile markets like Afghanistan.
There are closed markets, more restricted markets like in India
and so your strategy in India is obviously different than it is in a
fragile market. There are emerging markets that are small in com-
parison to a China, but still important like a South Africa, and so
there are ways in which you need to approach introducing Amer-
ican products into that market. There are countries like China that
are exploding, and what we see is oftentimes sanitary and
phytosanitary barriers being constructed that we have to knock
down consistently in order to be able to get into those countries.
And then there is a place like Japan where you have a very mature
market but there is an awful lot of competition, to your point, and
what we need to be able to do is to continue to focus on the fact
that we can provide high quality, quantity and cost-competitiveness
to the rest of the world. We need to have a chance to compete,
which is why we are spending a good deal of time talking to the
Japanese about reopening the beef market that was so significant
for us in Japan. Hopefully, over time we can—we are on divergent
paths now but hopefully we can get on the same path.
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It is complicated by the fact that we in the United States, and
properly so, believe in a rules-based and science-based system, but
oftentimes what we find is the science here is a little different than
the science in other countries or either rightly or wrongly is dif-
ferent, and so it is about dialogue. So that is number one.

Number two, it is incumbent upon us to elicit more support and
help in selling the American product. We see this particularly in
biotechnology where there is a resistance on the part of the rest of
the world because they see this, potentially, as a competitive ad-
vantage the United States has and so there is a pushback, there
is a resistance to it. Well, if we can get farmers talking to farmers,
our farmers talking to other farmers in other countries, if we can
get our scientists talking to their scientists, if we can get our NGOs
and our environmental folks talking to their environmental folks,
maybe we can break down those barriers and make that market
more accessible than it is today. So it is a complicated process. We
have new strategies in place which we think will be more effective.
We have a focus on collaborators and on market assistance which
we talked about earlier. Then, we have to make sure that we do
this in a way that doesn’t get us crosswise with international trade
agreements that end up creating problems for us in other areas.

Mr. THOMPSON. My second question really is on policy balance
with ag. Organic agriculture really is a great niche industry. It
takes all types obviously of production agriculture working together
in concert to really feed the folks of this nation and the world
where we can contribute to that. Organic is still more expensive
than conventional agriculture, rightfully so, and it rightfully has
really a prominent place in our industry today. My concern is that
the Administration is trying to shove the movement down the
throats of the entire production agriculture industry really to the
detriment of the consumers who are relying on not only a safe
source, but also an affordable food supply. We need to keep in mind
that agriculture is only sustainable when it is profitable in the end.
And so how do we ensure that we proceed with a balanced agri-
culture policy that doesn’t favor any one segment of agriculture to
the detriment of others?

Secretary VILSACK. Well, that is really a good question, and I am
glad you asked it because it gives me an opportunity to talk a little
bit about the need for unity. As I said earlier, there are only 2.2
million farmers. Whether they are organic or production agri-
culture, or whether they are very small farmers, or whether they
are large farmers, there are only 2.2 million of them, and that
number, at least on the production agriculture side, is shrinking.
So the question is, how do we make sure that agriculture and agri-
cultural production is always at the table and has enough political
support to be able to do the things that have to be done to give peo-
ple an opportunity to stay in the business.

When populations in rural communities decline, as you well
know, this next Census will show that we probably will continue
that chart of 56 percent of rural counties losing population. What
happens is that there is a realignment of legislative representation
and you get more urban-centered folks in Congress, and you get
fewer rural folks in Congress and it becomes more difficult. So we
have to figure out strategies to repopulate rural America so that
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it stays in the game. One way to do that is by making sure that
USDA works to better connect people to their food supply, and one
way we do that is with our program called Know Your Farmer,
Know Your Food. Now, some folks think that that is only about or-
ganic. It actually is not. It is about all of agriculture production.
We have teams of folks going out now across the country, in a
number of states, where we are sitting with local school districts
and we are asking the question, do you know what is produced in
your area, do you know the food that is produced in your area, and
have you thought about maybe making a deal with the local farm-
ers to buy from them instead of processed food from some supplier
1,000 miles away. Well, we find that a lot of folks don’t know what
is being grown in their area or that there is not the infrastructure
in place that allows them to purchase enough in bulk. So, let us
use the rural development resources to create that local supply
chain, let us figure out how we might be able to create new busi-
ness opportunities to aggregate what is being produced and create
a local market, better for local farmers, more competition for their
crops. It isn’t organic. It is all agricultural production. And it al-
lows a better connection, okay?

And the same thing is true with job growth. If we create better-
paying jobs and folks have the capacity to say to their youngsters
there is real opportunity in rural America, then we are going to see
a resurgence. I honestly believe people are looking for what rural
America offers, but they feel that $28,000 per capita and they could
make $40,000 per capita in a metro area, they are doing the ration-
al thing. Well, let us figure out how do we close that gap. And
there are so few of us that we really can’t afford to be talking to
each other or fighting with each other. We actually have to talk to
the people in those urban centers about why rural America is im-
portant to their existence, why it is not just their food, it is their
water. Eighty percent of the surface water and groundwater comes
through the forests and working private lands of this country. That
is the water supply. That is pretty important. Forty-five percent of
the military folks in uniform come from rural America. That is im-
portant. The rest of the country needs to pay attention to rural
America. And so part of my job is to make sure that I am speaking
to enough audiences that people understand and appreciate the di-
versity and variety that is in rural America, and that they under-
stand the connection between their life and rural life in the hopes
that it makes your job a little easier with your colleagues in terms
?f the kind of support that you need to make sure folks stay on the
arm.

So it is an expanded conversation I think that needs to take
place, and it is a conversation where we have to not be talking and
fighting with each, we have to be talking outside of our area and
trying to increase our sphere of influence, if you will, and we can
do that. We have a heck of a product to sell and that is what I am
trying to do.

Mr. THOMPSON. Thank you, Mr. Secretary. I appreciate your per-
spective and your leadership for rural America.

Thank you, Mr. Chairman.

The CHAIRMAN. I thank the gentleman.

The gentleman from Louisiana, Mr. Cassidy.
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Mr. CassiDY. Thank you, Mr. Secretary. Now, as I try to inte-
grate your testimony, on the one hand you speak about rural devel-
opment and the other hand you speak about farm income and such
like that. We know the two are related but they are indeed also
distinct, fair statement. For example, you talk about biodiesel fuels
or such like that. It is related to but distinct from a farm activity.
Now, the cap-and-trade issue concerns me. If you just want to look
at rice, for example, we have heard testimony from USDA econo-
mists, I believe, but also from others that because of the increased
cost of input there will be a 25 percent decrease in rice production,
or maybe acres under cultivation because of cap-and-trade within,
like, 15 years or so, a fairly immediate impact. It almost seems like
if you decrease the amount of acreage by 25 percent, inherently you
depopulate that area, inherently you damp down the economy. You
have spoken in your previous testimony how there are offsets for
that but there was an article in Harpers Weekly recently and in-
deed the testimony before us is that to hold down the costs of those
offsets, many of them will be shipped to agriculture production
overseas. So it almost seems that we are on the one hand saying
we want to develop rural economies, and on the other hand we are
increasing their cost of input such that inevitably they shall suffer.

Secretary VILSACK. Well, there are a number of studies on this
issue and the last study that I saw suggested that rice is about a
break-even point, that other major commodities actually benefit
from appropriately established and appropriately structured offset
programs.

Mr. Cassipy. Now, clearly the assumptions are key. None of the
testimony that we heard in this Committee, that I recall, at least,
regarding that suggested anything as optimistic as that.

S&zcretary VILSACK. I think it is the University of Tennessee
study.

Mr. Cassipy. Okay. We will look that up. So continue, please. I
am sorry I cut you off.

Secretary VILSACK. Well, as we look at this, essentially if there
are opportunities to set up a properly structured offset system,
then you have by most of the studies that I have reviewed tens of
billions of additional resources coming into rural communities,
which create new opportunities.

Mr. Cassipy. Now, the offsets that you are speaking of, and
again properly structured must be key because the Harpers Weekly
study showed how Brazil precisely endorsed the program because
they have a lower cost way of creating offsets. Others indeed have
come up with other ways of doing it including China, et cetera.

Secretary VILSACK. We are actually beginning to see in a very,
very small way the emergence of these ecosystem markets in a va-
riety of areas, not just carbon but also water and conservation. You
know, there are areas in the country where farmers are being paid
to do what is right with their land so that communities don’t have
to spend a substantial amount of money on wastewater treatment
facilities, things of that nature. Again, I think this is a strategy.
It is not by any means the silver bullet. But, what you need is a
diversification opportunity so there are a wide variety—you men-
tioned the biodiesel as not being necessarily farm related. Well, the
reality is, if you see the connection between off-farm income and
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people being able to keep the farm, if there is a refinery in the
area

Mr. CassiDY. Yes, I actually see that connection. In fact, when
I see that the rice production will go down by 25 percent, I think
there is that much less stalk to make renewable energy with.

Secretary VILSACK. But I am not sure that that is—I mean,
again, there are different studies so you and I can have the war
of studies here, but it doesn’t necessarily have to be—there are a
number of studies where the assumptions were at best incorrect
and in some cases pretty far off. So——

Mr. CassiDy. By the way, it is also your USDA study that I am
partly quoting, although I can’t remember chapter and verse.

Secretary VILSACK. As you probably know, we are in the process
of reviewing the basis of some of our studies, the FACET model,
and we are in the process of reviewing. There were several assump-
tions within that FACET model relative to productivity that aren’t
necessarily lined up with what is happening in the real world.

Mr. CassiDY. Let me ask you a different issue before I run out
of time. I am struck that again we seem to be on the one hand say-
ing that we have a problem with obesity, so many of our kids are
unready for service, and on the other hand we are creating—we are
supplementing and expanding greatly the amount of money going
for food stamps and such like that. Yet, if you draw a correlation
there will be a tight correlation between people receiving food
stamps and obesity. I am a physician. I do this for a living when
I am not here. And there is a fairly tight correlation between SNAP
and the amount of obesity in a population. So have we looked at—
are we just like—it almost seems like we have met the enemy and
he is us.

Secretary VILSACK. Well, obviously, you know a lot more about
medicine than I do, Doctor, but I will tell you this. The studies I
have seen suggest it isn’t so much access to food generally as it is
access to certain types of food, and the reason why food deserts be-
comes an important issue is that a lot of——

Mr. CassiDy. I accept all that. That is a great point and I agree
you entirely. So why are we—you mentioned SNAP is under-fund-
ed. Why are we putting more money in a program which is cor-
related strongly with obesity and not more money into another pro-
gram which may ameliorate the ill effects of the first?

Secretary VILSACK. Well, I don’t know that I necessarily said that
SNAP was under-funded, but SNAP is the program that has been
created to provide nutritional assistance. We are in the process of
trying to figure out ways in which we can encourage fruits and
vegetables purchases and things of that nature, the healthy food
initiative that I talked about earlier. That is part of it. Part of it
is food deserts because of the fact that there is access to conven-
ience and fast food as opposed to a grocery store. I mean, that is
a significant aspect of this. And part of it is what we are doing with
the Child Nutrition Act Reauthorization in terms of schools. So it
is a combination of all that, plus physical activity. And candidly,
we have to do a much better job in this country, as you know better
than I do, about getting people moving.
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Mr. CassIDY. I accept that. One last question. Has anyone looked
at the specific, if there is a specific role for the Food Stamp Pro-
gram in contributing to obesity?

Secretary VILSACK. The studies I have seen have suggested that
there is not necessarily a correlation between the SNAP program
and obesity.

Mr. Cassipy. Will your office forward that?

Secretary VILSACK. Sure.

Mr. CassiDy. I appreciate that. Thank you very much. I am over
time. I yield back.

The CHAIRMAN. I thank the gentleman.

The gentleman from North Dakota.

Mr. POMEROY. Hello, Mr. Secretary. I was here for just a brief
portion of the meeting because I have had a conflict running with
the other committee all morning, and I apologize for that. I met
this week with North Dakota’s FSA director regarding the adminis-
tration of the SURE program, and we had disaster losses of a sig-
nificant magnitude in 2008 and the checks are being teed out.
Some of them have moved, more are moving in the weeks ahead.
I understand, Mr. Secretary, that one of the reasons in 2010 we are
sending payments for 2008 is even though this program was pro-
vided for in the farm bill enacted in the summer of 2008, not much
had been done on this permanent disaster program by the time you
assumed leadership of USDA. Is that correct?

Secretary VILSACK. I don’t know that that is correct. I do know
that we have put a focus on trying to get these disaster programs
up and going, and that we were in the process of working on it.
Then Recovery Act came in and we had to sort of read just some
of our numbers, and part of this is a technology issue which we are
trying to address over the long haul of improving our technology.
So, it is a combination of a lot of things, and this is unusual be-
cause from one Administration to the next, it takes us a little time
to get up to speed, so it may be a combination of a lot of things.
That may be part of it. I don’t know.

Mr. PoMEROY. That is a very fair response. My view is that prior
group that twice vetoed the farm bill wasn’t all that eager about
implementing the farm bill, and I think that the delay on the
checks might be some refection of that.

The important factor, however, most importantly, this thing and
combined with the crop insurance recovery seems to be a very
meaningful program. It has taken care of the disaster dimension in
our state, and I am not getting appeals for yet additional disaster
ad hoc programs. We put this in place so the ad hoc program would
not be required. It seems to meet that bill. Do you have an evalua-
tion on that, Mr. Secretary?

Secretary VILSACK. Well, it is a combination of the fact that you
in setting up the 2008 Farm Bill created a number of vehicles that
provided outlets in the event of disaster from the Forage Program
to the Livestock Indemnity Program to SURE. Obviously, those
programs in concert provide a good part of the safety net, by no
means all the safety net but a good part of the safety net. So we
are trying to get these resources out. As I said, we have about $430
million in SURE that has been out, roughly $82 million on the LIP
program and a substantial amount on the Forage Program. So it
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hopefully does take some of the pressure off although it is tough
out there.

Mr. POMEROY. Senator Conrad from North Dakota took a lead in
making sure there was some additional money added into the com-
puter systems. I understand that people have waited up to 3 hours
to get their SURE claims processed, and I haven’t had complaint
about it. I believe people understand this is the beginning of a per-
manent program and there are some start-up issues. How about
your computer system capabilities in the county offices to deal with
these programs, and most particularly the SURE program in addi-
tion to everything else?

Secretary VILSACK. Well, first of all, I want to thank Chairman
Peterson for his advocacy for this and his understanding of the im-
portance of supporting it. Part of the challenge has been that we
couldn’t just simply focus on modernization, we actually had to sta-
bilize the current system for fear that it would collapse as it did
in 2007. Now, we have completed the stabilization efforts, and now
a good part of our efforts will be over the next 2 years continuation
of the steps that have been taken to modernize. You know, frankly,
Chris Smith is far more capable of responding to your question in
terms of the details, but I can tell you that there is a systematic
process. I check with him on a quarterly basis in terms of what is
moving and what isn’t and we are committing to getting this done.
The people need better service and we are intent on trying to pro-
vide it, and with additional resources and support for a year or 2
you will see changes and improvements to the system.

Mr. PoMEROY. The SURE system backstops crop insurance sys-
tem and the SRA renegotiation which has been the subject of some
back and forth with Committee Members and you this morning, I
understand, is under review as the SRA is being negotiated.

Secretary VILSACK. Yes.

Mr. POMEROY. I would just underscore the critical role crop in-
surance plays in risk protection for farmers. I always think renego-
tiation is appropriate, make sure the program is working well,
make sure we are getting fair treatment in the public, good value
for taxpayer dollars in the public-private partnership representing
crop insurance. I would be extremely concerned, however, if nego-
tiations took a track where the ability to maintain present service
delivery is adversely impacted, the competitive nature of the mar-
ketplace is adversely impacted, or a big chunk of baseline in sup-
port of the farm bill would go away without us getting any credit
for it whatsoever relative to the future, but I understand you have
addressed the baseline issue in the course of this hearing. But
those would be concerns I would have. My time is up, Mr. Sec-
retary. If you would respond and I will yield back.

Secretary VILSACK. I want to check with Mr. Murphy on one
thing. I just wanted to make sure I was correct when I said this.
There is a new company that has expressed an interest in entering
this market during the course of the negotiations which is an indi-
cation that what we are proposing is not necessarily an end to crop
insurance as we know it, but that they see an opportunity here. I
think the negotiations have been conducted on a very good level,
very substantive level. I think our folks have listened intently in
an effort to try to work through the issues. We are certainly aware



72

of the baseline issue, and we are working with the Chairman and
others to make sure that the baseline is as protected as it could
possibly be. At the same time, I think it was time, and the farm
bill recognized it was time, to rethink and relook at whether this
could be improved. To the extent that we can smooth out some of
the rough edges of the crop insurance program where it may not
be as readily available, to the extent that we can make sure that
the deal if fair to taxpayers, we have a responsibility to do that and
we are going to try the best we can to make sure we do that.

Mr. PoMEROY. With the Chairman’s leave, I would just observe
that the last time the—I believe that every insurance primary writ-
er and a reinsurer has periodic discussions in terms of renegoti-
ating their reinsurance treaties. So it only made sense for us to
have these renegotiations within the context of an SRA. The last
time we did it, I actually was very active in getting that into ear-
lier legislation, and the last time, to my dismay, that we under-
stood this SRA renegotiation basically a savings number was
cooked up in OMB and the USDA negotiators were just supposed
to extract these savings from the system. That is not what I envi-
sioned in terms of an SRA renegotiations, and I don’t think that
is how it is proceeding this time. I do think it is a very reasoned
look at how this program is working with adjustments being made
as required. I am pleased that this Committee listened as closely
as it did to the Oversight Committee and to others within the Con-
gress raising questions about crop insurance. I think the agreement
advanced by Bill Murphy before he became head of our RMA to re-
tain Milleman to basically have external consult evaluate what is
appropriate profitability, what makes sense in the context of how
insurance works in other lines that might have applicability to
what we are delivering here in terms of profit to our private sector
partners. I think all of this has really increased and made more so-
phisticated our understanding, and it is going to help us answer
critics of the program and make the adjustments as appropriately
directed. I thank you and your team for your leadership in this
area. Thank you.

Secretary VILSACK. Thank you, sir.

The CHAIRMAN. I thank the gentleman, and I think that is the
last of the Members that need to be recognized.

Mr. Secretary, 20 minutes better than you thought. We appre-
ciate your patience and we appreciate you being with us and an-
swering all the questions. I look forward to working with you as
we move ahead sorting out all this stuff.

Secretary VILSACK. Thank you, Mr. Chairman.

The CHAIRMAN. With that, I recognize the Ranking Member for
any closing statement.

Mr. Lucas. Just simply to note, Mr. Chairman, that this is 2%
hours that begins 2% years.

The CHAIRMAN. Thank you very much.

Under the rules of the Committee, the record of today’s hearing
will remain open for 10 calendar days to receive additional mate-
rial and supplementary written responses from the witness to any
question posed by a Member.

This hearing of the Committee on Agriculture is adjourned.

[Whereupon, at 1:45 p.m., the Committee was adjourned.]
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[Material submitted for inclusion in the record follows:]
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SUPPLEMETARY MATERIAL SUBMITTED BY USDA

During the April 21, 2010 hearing entitled, Hearing To Review U.S. Agriculture
Policy in Advance of the 2012 Farm Bill, questions were asked of Secretary Vilsack.
The questions are [paraphrased] from the hearing. The following are supplementary
information submissions for the record.

Insert 1

The CHAIRMAN. [The percentage of the total farm income statistic that you've
used bothers me. 2.2 million “farmers”. If you could produce $1,000 of income
you're a “farmer”. If you boil this down to the 300,000 producing 80-90% of the
product you'd get different numbers. Would you boil this down to the 300,000
who are actually farmers? Please present this to us—it would be useful.]

Secretary VILSACK. And it is 2.2 million farmers. That is correct.

The Census of Agriculture defines a farm as any place from which $1,000 or more
of agricultural products were produced and sold, or normally would have been sold,
during the Census year. The 2007 Census reports that of the 2.2 million farms,
688,833 reported sales of LESS than $1,000 in 2007. These farms accounted for less
than 0.1 percent of total sales.

Approximately 357,000 farms had sales over $100,000. These farms accounted for
92% of total sales in 2007.

Insert 2

Mr. KAGEN. [Can you describe the efforts your department has taken to assist
local farmers in getting their products into local schools? What more can Con-
gress do to help our schools buy fresh local products from farmers in sur-
rounding areas?]

Secretary Vilsack recently transmitted a report to Congress entitled “Procurement
of Local Food for Schools” prepared by the Food and Nutrition Service (FNS). This
report responds to a Congressional directive included in House Report 111-181, that
accompanied the Agriculture, Rural Development, Food and Drug Administration,
and Related Agencies Appropriations Act, 2010 (Public Law 111-80) that directed
the Department of Agriculture (USDA) to submit a report to Congress that provides
information on: “(a) opportunities to streamline procurement rules for schools wish-
ing to purchase food locally; (b) suggestions for making food procurement data more
readily available to local jurisdictions, to the states, and for the food and nutrition
service; and (c) suggestions for requirements of new legislative authority or pro-
grams that may be needed if schools and jurisdictions are unable to purchase food
locally.” This report has been sent to the Chairmen and the Ranking Members of
both the House and Senate Appropriations Committees. In this report, USDA has
provided Congress with suggestions for future Congressional actions that may assist
USDA in encouraging and streamlining local food purchasing by schools.

One effort of note that we have recently taken up in this area is a new initiative
to better connect children to their food and create opportunities for local farmers
to provide their harvest to schools in their communities as part of USDA’s “Know
Your Farmer, Know Your Food” initiative. A key objective of the initiative is to sup-
port local and regional food systems by facilitating linkages between schools and
local food producers. We believe that this effort will provide us with innovative ap-
proaches to encourage local agricultural purchases and Farm to School success.

Mr. KAGEN. [The farm bill provided funding for a Local and Regional Pur-
chase Pilot program to analyze the effects of using local and regional purchase
of commodities in food aid programs. How has the FY 2009 funding that went
to local and regional purchase been used? What metrics will you use to report
back to this Committee regarding the pilot’s effectiveness and possible need for
future program changes?]

In FY 2009, USDA awarded a total of $4.75 million to the UN World Food Pro-
gram (WFP) for local procurement projects in Mali, Malawi and Tanzania. In March
and April, WFP took delivery of 1,023 metric tons of commodities from small-holder
farmers in Mali. In Malawi, due to recent drought conditions, WFP expects to begin
purchasing commodities in June. Purchases in Tanzania will take place in July and
August. The 2008 Farm Bill identifies required factors for evaluating the pilot’s ef-
fectiveness. The 2008 Farm Bill required factors are built into data reporting re-
quirements of each agreement with participants in the pilot. The 2008 Farm Bill
also requires USDA to have a third party provide an independent evaluation of the
pilot using data collected from each project. The report is to be delivered to Congress
by November 2011. In determining the effectiveness of the pilot, the evaluation is
to examine: impacts of the procurement of commodities on producer and consumer
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prices in the market; benefits to local agriculture; impact on low-income consumers;
impact on food aid delivery time; quality and safety of procured commodities; and
implementation costs.

Mr. KAGEN. [Can you talk about efforts to improve the nutritional value of
food products our children receive at school? Are there any tools you require
that you do not have currently to provide all of our kids with quality and
healthy food options?]

Improving the nutrition and health of all Americans is a top priority for the
Obama Administration. That’s why we are committed to ensuring that all of Amer-
ica’s children have access to safe, nutritious, and balanced meals and we have set
a goal of ending childhood hunger by 2015. We have proposed an historic investment
of funding over the next 10 years through the up-coming Child Nutrition Reauthor-
ization to improve our country’s Child Nutrition Programs. USDA believes that
schools play a vital role in helping children develop healthy eating habits and active
lifestyles. School meals can be a critical tool to help children eat a nutritious diet
and achieve a healthy weight.

At this time, we are working with Congress to reauthorize the Child Nutrition
Programs and to make a significant investment in improving the quality of the Na-
tional School Lunch and Breakfast programs, increasing the number of kids partici-
pating in those programs, and ensuring that our schools have the resources they
need to make program changes. We are in the process of working with Congress to
ensure that the Administration’s goals are part of the child nutrition reauthoriza-
tion. Some of the specific issues that we expect Congress to address in the reauthor-
ization include: harnessing opportunities the Child Nutrition Programs offer to pro-
mote healthier eating among our nation’s children by implementing higher nutrition
stindlards for both school meal programs and the range of other foods sold in
schools.

A recent USDA report showed that 16.7 million children lived in households that
experienced hunger multiple times throughout the year in 2008. At the same time,
obesity is growing faster than any other public health issue in the United States.
Roughly %3 of American children are overweight or obese. School meals can be a
critical tool to help children eat a nutritious diet and achieve a healthy weight. As
required by the Richard B. Russell National School Lunch Act, school meals must
reflect the latest Dietary Guidelines for Americans (Dietary Guidelines). The 2005
Dietary Guidelines call for significant changes in the eating habits of individuals to
promote health and reduce the risk for major chronic diseases. To update the school
program meal patterns in compliance with the Dietary Guidelines, USDA enlisted
the assistance of the Institute of Medicine (IOM) of the National Academies. Accord-
ing to the Institute of Medicine Report (released October 2009), school age children
eat:

e Less than half of the recommended level of vegetables and less than 20% of the
recommended levels of dark green and orange vegetables and legumes that are
of particular importance.!

e Less than %4 of the recommended level of whole grains.2

e Far too many calories from solid fats and sugars, which contribute food energy
without the nutrition that growing bodies need.3

The IOM report provided recommendations for new meal patterns for the Na-
tional School Lunch and Breakfast programs to bring them into conformance with
the 2005 Dietary Guidelines. At this time, USDA is carefully reviewing IOM’s rec-
ommendations and is developing a proposed regulation updating the meal patterns
for public comment. In the meantime, we are providing technical assistance to
schools and encouraging them to increase the fruits and vegetables, whole grains
and fat-free and low-fat dairy products served in the National School Lunch and
Breakfast programs.

Mr. KAGEN. [Please share your Department’s strategy on providing high qual-
ity product to our school children.]

USDA continues to make improvements in all of its USDA Foods (commodities for
donation) to align them with the Dietary Guidelines for Americans. These improve-

1Institute of Medicine of the National Academics. “School Meals: Building Blocks for Healthy
Children.” October 20, 2009.

2 Institute of Medicine of the National Academics. “School Meals: Building Blocks for Healthy
Children.” October 20, 2009.

3 Institute of Medicine of the National Academics. “School Meals: Building Blocks for Healthy
Children.” October 20, 2009.
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ments also fit in well with recent 10M recommendations for new meal patterns. For
the past 20 years we have required all canned fruit we purchase to be packed in
light syrup, water, or natural juices. USDA recently worked with the industry to
produce low sodium (140 milligrams or less per %2 cup serving) canned vegetables
for schools and other outlets. We continue to purchase other lower salt items such
as reduced sodium turkey ham and chicken fajitas, and we have reduced the salt
limit for mozzarella cheese.

We have also increased whole grain offerings. In addition to whole-grain foods
such as brown rice, rolled oats, whole-wheat flour, whole-grain dry kernel corn, and
parboiled brown rice, we are now purchasing whole-grain rotini, spaghetti, maca-
roni, pancakes, and tortillas for schools. For many years, USDA has offered schools
low-fat and reduced-fat ordering options for beef, poultry, and cheese. For example,
USDA offers a 95 percent lean beef patty, lower-fat turkey taco filling, 97 percent
lean ham, 95 percent lean turkey ham, 96 percent lean diced chicken, and several
types of reduced-fat and lite cheeses. Additionally, trans fats have been eliminated
from frozen potato products, and a fat free potato wedge is offered to schools.

Through the Department of Defense Fresh Fruit and Vegetable Program, USDA
has been able to offer schools a wider variety of fresh produce than would normally
be available through USDA purchases. In School Year 2009, this Program provided
$54 million in fresh produce to schools. Over the years, states have been pleased
with the quality, condition, and appearance of the fresh produce and the extensive
selection offered.

We plan to continue to pursue healthful options for USDA Foods, such as fresh
fruits and vegetables, lower fat, fat-free, salt-free, and sugar-free products that are
palatable to school children and suit the needs of the school food service community.

In addition we have been working to provide training and resources to schools to
help them prepare more healthful and nutritious meals. We recently released a
Menu Planner for Healthy School Meals, which will help schools improve their
menu plans: serving more whole-grains, fruits, and vegetables, and lower amounts
of sugar, sodium, and saturated and trans fats in school menus. And we are pre-
paring to release an online toolkit for assisting schools in meeting the HealthierUS
School Challenge to assist schools in assessing and improving their food offerings,
including an online calculator to determine the nutritional content of meals sold out-
side of the meal programs. We also provide support and assistance for school
wellness policies, through which communities can work together to support a
healthful food and physical activity environment for their children at school.

Team Nutrition is an initiative of the USDA Food and Nutrition Service to sup-
port the Child Nutrition Programs through training and technical assistance for
food service professionals, nutrition education for children and their caregivers, and
school and community support for healthy eating and physical activity.

Team Nutrition’s goal is to improve children’s lifelong eating and physical activity
habits by using the principles of the Dietary Guidelines for Americans and
MyPyramid.

Mr. KAGEN. [Dairy farm families in northeast Wisconsin are struggling. Last
year, at my urging, the USDA acted to assist the sinking U.S. dairy industry.
What program do you believe helped dairy producers the most?]

Since April 2009, USDA has spent or committed more than $1.5 billion in support
of dairy producers in the United States. Every program delivered by USDA plays
an important role in helping dairy producers weather tough times.

MILC, under which USDA has made more than $920 million in payments, bene-
fits smaller producers (especially those who don’t meet the production limit) the
most. At the same time, purchase prices were increased under the Dairy Product
Price Support Program (DPPSP) last August—October, which increased price levels
and benefits all producers. USDA also expedited the Dairy Economic Loss Assist-
ance Program, which provided $290 million in direct payments to dairy producers
to help offset losses, and provided an additional $60 million for the purchase of
dairy products by USDA. In addition to the temporary increase in purchase prices
for cheddar blocks, cheddar barrels, and nonfat dry milk under the Dairy Product
Price Support Program during August—October 2009, the Dairy Export Incentive
Program (DEIP) remains available and USDA stands ready to award DEIP bonuses
as provided by statute. USDA has also used full administrative flexibility to make
alternative loan servicing options available to dairy producers under Farm Service
Agency loan programs.

Insert 3

Mr. HOLDEN. [Hearing that our Pennsylvania food banks need more money.
Can you clarify?]
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In Fiscal Year (FY) 2009, the Department provided almost $710 million of food
to the nation’s emergency feeding organizations through the Emergency Food Assist-
ance Program (TEFAP). This was a record level of TEFAP food assistance which in-
cluded $100 million through American Recovery and Reinvestment Act of 2009
(ARRA) and $373.7 million in bonus foods. We also provided $49.5 million in regu-
larly appropriated administrative support for state and local agencies and $25 mil-
lion in ARRA TEFAP administrative support.

In FY 2010, Congress appropriated $248 million for food purchases in TEFAP,
based on the statutory formula established in the 2008 Farm Bill, and $49.5 million
in administrative support to states and local agencies. An additional $25 million in
administrative support was provided through ARRA. In addition to ARRA and the
regularly appropriated food and administrative funds, Congress also appropriated
$60 million for cheese and other dairy products for TEFAP in FY 2010. We will con-
tinue to direct bonus foods to TEFAP to the extent that resources permit. Currently,
we estimate that we will provide about $348 million in bonus foods to the emer-
gency feeding network in FY 2010. By statute, TEFAP food and administrative re-
sources are provided to states based on their poverty and unemployment levels.

In addition, the 2008 Farm Bill authorized an Emergency Food Program Infra-
structure Grant to support and expand the activities of the Emergency Food Net-
work. In FY 2010 Congress appropriated $6 million for this grant. The Department
released the Request for Application on April 1, 2010. The application period has
closed and the Department expects to make awards later this summer.

In this current economic climate, the Department continues to hear of growing
numbers of American turning to food pantries and soup kitchens to feed their fami-
lies. We have heard this increase in demand is placing an increased burden on the
food bank community, both in terms of need for additional food and funds. The food
bank community continues to absorb all resources that the Department has made
available.

FNS is deeply committed to to supporting the efforts of local feeding organiza-
tions, though TEFAP provides a relatively small amount of food for the emergency
food assistance system as a whole; the remainder comes from corporate and private
donations and food bank purchases. In addition, many food bank clients may be eli-
gible for SNAP. Helping eligible clients to enroll in SNAP can help stretch food bank
resources even farther.

Insert 4

Mr. CassIDY. [Please provide the study that discussed that SNAP participa-
tion and obesity were not directly linked.]

There are two reports that look across multiple studies to assess relationship be-
tween SNAP participation and obesity—the links are provided below:

http: | [www.fns.usda.gov /ora /| menu [ Published /| NutritionEducation | Files |
ObesityPoverty.pdf

http:/ [www.ers.usda.gov | AmberWaves | June08 | Features |
FoodStampsObesity.htm

Here are the key points of what they say with respect to a relationship between
SNAP participation and obesity:

e The available evidence does not demonstrate that SNAP participation causes
obesity.

e There is, however, a positive association between participation and obesity for
adult females. That is, program participation increases the probability of being
obese for adult females—but not for children or adult males.

e Research about the causes underlying these results is not conclusive. To deter-
mine the relationship between obesity and food assistance program participa-
tion, it is necessary to consider the difficulties and complexity of separating the
effects of poverty from the potential effects of food assistance on any health or
social outcome including obesity.

e The consistent relationship between SNAP participation and body weight found
for women only make it difficult to identify appropriate changes to the program
to address obesity. Most SNAP benefits go to households that contain a child,
elderly adult, or non-elderly disabled adult. Program changes that are appro-
priately targeted to household members, who may be at risk of gaining weight,
without harming those who are not, would be difficult.
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SUBMITTED QUESTIONS

Response from Hon. Thomas J. Vilsack, Secretary, U.S. Department of Agri-
culture

Questions Submitted by Hon. Collin C. Peterson, a Representative in Con-
gress from Minnesota

Title —Commodities (Including Dairy, Peanuts and Sugar)

Question 1. Actively engaged rules—Explain the process by which USDA re-
viewed the rules for being “actively engaged” in farming. What should Congress con-
sider with regard to modifying these changes in the future?

Answer. The 2008 Farm Bill made minor changes to existing “actively engaged in
farming” provisions. The most significant change to these provisions made it easier
for the spouse of an individual who is “actively engaged” to be also be considered
“actively engaged.” An interim rule with request for comments was published in the
Federal Register at 7 CFR Part 1400 on December 29, 2008. Included in the interim
rule was a new requirement that each partner, stockholder, or member in a limited
partnership, limited liability partnership, limited liability company, corporation or
other similar entity must contribute active personal labor or active personal man-
agement on a regular basis and that the contributions must be identifiable, docu-
mentable, and separate and distinct from the contributions of any other partner,
stockholder or member in the farming operation. The Department received over
5,000 comments on the interim rule and 73% of those comments stated the need
for the payment eligibility rules to be more restrictive, particularly in the area of
active personal management, a component of “actively engaged.”

A final rule was published on January 7, 2010. The final rule addressed comments
received on the interim rule. The final rule retained the requirement for each part-
ner, stockholder or member to make labor or management contributions, but pro-
vided an exception for smaller operations whose payments do not exceed the pay-
ment limit for one person.

Congress may want to consider defining what constitutes an acceptable contribu-
tion of active personal management if it believes the current definition of “actively
engaged in farming” is insufficient.

Question 2. ACRE—Sign-up for the ACRE program was considerably lower than
anticipated (just eight percent of eligible farms representing 13 percent of the base
acres). To what do you attribute that response? You have indicated there are re-
gional disparities in the sign-up, but we have also heard of some counties being par-
ticularly well represented with ACRE participants due to active county FSA offices
generating interest in the program. Do you see many counties in that situation?
How can you use this experience to improve consistency across county offices?

Answer. There were several reasons farmers may not have signed up for ACRE
in 2009:

e Producers were concerned about making an irrevocable decision to give up a
“known” payment for the possibility of receiving an “unknown” payment. The
cost of participating in ACRE for a farm is a 20 percent reduction in the direct
payment amount, a 30 percent reduction of the loan rate for all covered com-
modities and peanuts on the farm, and no countercyclical payments in return
for possibly receiving an ACRE payment.

e Producers who traditionally receive countercyclical payments on cotton, rice,
and peanuts would not elect to eliminate the countercyclical payment in ex-
change for a participation in ACRE and possibly receiving an ACRE payment.

e Producers who grow crops that take advantage of the marketing loan program
such as cotton, rice, and peanuts will not elect to reduce the loan rate in ex-
change for participation in ACRE and possibly receiving an ACRE payment.

e The commitment to enroll for the life of the 2008 Farm Bill. The statute re-
quires that farms enrolled in ACRE are irrevocably enrolled in ACRE for the
life of the 2008 Farm Bill. Because of this 4 year commitment, many land-
owners shied away from participating in ACRE.

e To receive a payment under ACRE, two triggers must be met. The first trigger
is at the state level and the second trigger is at the farm level. In comparison,
only one trigger must be met at the national level under countercyclical pay-
ment program and there are no triggers under the direct payment program. The
dual triggers make the ACRE program more difficult for producers to evaluate
and understand than the traditional direct and countercyclical payment pro-
grams.
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We have not conducted any studies that would provide an analysis of the varying
ACRE participation levels. USDA published information on ACRE as did several ag-
riculture industry publications.

The decision to participate in ACRE required owners and producers to evaluate
their farming operation in a way typically not required for a commodity program.
Many tools were provided by USDA and other agricultural organizations to assist
the owners and operators in making the ACRE decision.

USDA’s objective is to administer programs consistently and equitably across the
nation and works diligently to ensure that County Offices do so.

Question 3. Delivery—As this Committee considers new approaches to protecting
the income safety net for most agricultural producers, one concern is how USDA can
evolve as well to accommodate whatever new programs are developed and enacted.
What considerations should Congress make with regard to USDA’s fundamental
structure and how that structure could impact program design?

Answer. USDA is working to evolve through efforts to modernize business proc-
esses, IT and delivery abilities. Moreover, USDA is working to better coordinate ad-
ministrative work across Agencies and create synergies where possible to ensure a
“team” mentality in implementing programs. We look forward to working with the
Committee to discuss how these efforts will facilitate the next generation of pro-
grams that are developed and enacted.

Question 4. Delivery—What is the status of updating the FSA computer system?

Answer. FSA is incrementally deploying new capabilities and major upgrades
across the Agency. Major upgrades will occur primarily in FY 2011 through FY
2014. In 2009, Congress provided funding for the multi-year information technology
stabilization and modernization initiative. The FY 2011 budget proposal includes
the resources to move ahead on schedule with IT modernization for FSA. It will sup-
port the continuation of the Modernize and Innovate the Delivery of Agricultural
Systems (“MIDAS”) project as planned along with necessary conversion of software
for supporting activities to facilitate transition of FSA IT from the obsolete legacy
system.

In addition, USDA’s 2011 budget provides for a needed refreshment and upgrade
of the Common Computing Environment to support the continued modernization
process for FSA and the other service center agencies.

Question 5. Delivery—Are there new programs first enacted in the 2008 Farm
Bill that posed particular challenges for USDA’s operations? What aspects make
those programs harder to implement?

Answer. SURE is the most complex and difficult program FSA has had to admin-
ister.

Two issues that added most to the complexity of SURE include:

e The requirement that all of a participant’s farms and crops be considered as one
farm. Many participants have multiple farms across several state and county
lines.

e An insurance requirement for eligibility—Due to the many different types of
crop insurance policies and coverage levels, including the Non-insured Crop Dis-
aster Assistance Program (NAP), that may be in place on one farm, the admin-
istrative burden of tracking both the guarantees and indemnities is very chal-
enging.

Similarly, the ACRE program is a very complex new program that required pro-
ducers to do a significant amount of “homework” to understand how it would work
for their farms. This was further complicated by explaining ACRE to landlords and
those involved with financing farming operations.

Question 6. Direct payments—One issue with the current program structure is
that the one element that is considered the least trade-distorting (fixed, direct pay-
ments) is also the same element for which the American public has the most trouble
understanding the rationale, given that the payments are distributed without re-
gard to the need of the producer and the price of a commodity. The Doha trade ne-
gotiations only continue the United States down the path of decoupled payments.
How can the United States step off this path that is becoming more and more un-
tenable to the American taxpayer?

Answer. 1 look forward to working with the Congress on this topic as Members
begin work on the next farm bill. Various types of direct payments have been an
integral part of the U.S. Government’s farm commodity programs for almost a dec-
ade. They provide support to farmers compatible with WTO rules for non-trade dis-
torting support and have become an important component of the farm safety net
that farmers have come to rely on during periods of low prices and low returns. I
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look forward to working with Congress as we address how programs can best meet
the needs of farmers, ranchers, and rural communities.

Question 7. Appointment of FSA State Committees/SEDs—A problem many
Congressional offices heard about this past year was the considerable delay experi-
enced in getting both state executive directors and state committees in place. In
fact, many were only announced this February, over a year after the transition to
the new Administration. To what do you attribute this delay? Is it similar to Admin-
istrations past? What kind of backlog at state offices is there as a result?

Answer. USDA was committed to finding the right people for these jobs, out of
a record number of applicants. USDA appointments for State Executive Directors
and State Committee Members underwent a stringent vetting process and staff was
appointed as quickly as we confirmed they were the candidates who would best
serve the Agency.

In state offices, as in county offices, field staff is working hard every day to deliver
a wide array of farm assistance, conservation and credit programs. There are back-
logs at many offices due to the high volume of customer traffic we’ve seen partici-
pating in new 2008 Farm Bill programs. This high backlog is not attributable to the
transition process.

Question 8. Sugar/Feedstock Flex Program—The Feedstock Flex program in
the farm bill provides for an emergency outlet for sugar to ensure a continued no-
cost sugar program for taxpayers. This program has not yet been implemented due
to lower sugar stocks than what would be required to establish the program. How-
ever, given the design of this program as a “safety valve,” how quickly could USDA
ramp up such a program if necessary?

Answer. By statute, this new program is to be used to avoid forfeitures of sugar
to the CCC by diverting surplus supplies to bioenergy production. Due to the rel-
atively high level of sugar prices (and low likelihood of forfeitures), use of this pro-
gram is not foreseen in the near term. As a result, issuing the regulation associated
with it has been a lower priority than for numerous other 2008 Farm Bill regula-
tions. The proposed rule and the cost-benefit analysis have been drafted and are in
the FSA clearance process. Publication is expected in the summer of 2010. If market
conditions change, this regulation will move to a higher priority status.

Question 9. Section 1619/Privacy of data—Are you hearing from groups that
would like to make changes to the data privacy provisions that were included in
Section 1619 of the 2008 Bill? Are FSA and the other agencies involved looking at
any situations where Congress may want to reconsider or provide more direction,
such as the use by state and local governments?

Answer. Section 1619 prohibits disclosure of information regarding an agricultural
operation, farming or conservation practices or land itself that is provided by an ag-
ricultural producer or landowner, or GIS information maintained about such oper-
ations or lands, except to Federal, state, tribal, and local agencies, and persons,
working with the Secretary in any Department program (i) “providing technical or
financial assistance with respect to the agricultural operation, agricultural land, or
farming or conservation practices;” or (2) when necessary to assist the Secretary to
in responding to a disease or pest threat to agricultural operations.

The lack of additional exceptions providing for disclosure to other Federal, state,
tribal, or local agencies, or persons, in circumstances not related to USDA farm or
pest and disease programs, has created serious difficulties for USDA to share infor-
mation that previously it could share under routine uses promulgated under the Pri-
vacy Act. In the pest and disease area, it also has impacted the ability to share in-
formation with foreign nations causing potential for adverse trade impacts.

For example, Section 1619 has prevented or made it difficult for USDA to provide
information barred from disclosure by that statute to states to carry out important
state environmental and historic preservation analyses, in which USDA has no role.
Section 1619 has prevented USDA from providing state and local prosecutors with
information that could have aided the prosecutors with their cases, such as inves-
tigations of water rustling. Also, 1619 has almost shut down the ability to provide
1619 information to other Federal agencies. For example, USDA was unable to pro-
vide 1619 information to the Department of Justice regarding a legal issue associ-
ated with the building of the border fence between Mexico and Texas; USDA has
been unable to share information with the Department of Justice, the Internal Rev-
enue Service, and the Drug Enforcement Agency for investigations or prosecutions
of tax fraud and other criminal matters that are unrelated to farm programs; USDA
was unable to share 1619 information with another agency when information was
needed to plan the course of an cross-border oil pipeline. USDA could not share 1619
information related to a National Environmental Policy Act matter with the Council
on Environmental Quality.
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Further, even with respect to authorized disclosures provided for the purposes of
certain USDA farm and pest and disease programs, such disclosures are authorized
only if the cooperator does not disclose this information further.

In this respect, Section 1619 has impacted a number of cooperative programs be-
tween USDA’s Animal and Plant Health Inspection Service (APHIS) and state coun-
terparts that require the routine sharing of information. For example, Section 1619
permits USDA and its cooperators to share producer and landowner information
provided in USDA programs with other Federal, state, tribal, or local agency co-
operators, or individual cooperators, only if the cooperator does not disclose this in-
formation further. In the case of states, this has made more difficult the routine
sharing of pest detection and identification information for pests that are not cur-
rently under regulation and for the management of endemic pests when their popu-
lations grow to destructive levels. In those states that cannot provide assurances to
the Secretary that Section 1619 information will not subsequently be disclosed, cer-
tain APHIS plant pest and disease detection programs—such as those funded under
Section 10201 of the farm bill and the pest detection appropriation—may have to
cease.

Additionally, the Farm Service Agency (FSA) regularly fields complaints regard-
ing Section 1619; largely from realtors, real estate appraisers and other entities
whose day-to-day operations and activities have been hampered by restricted access
to USDA information, and parties interested in FSA GIS information for a variety
of data manipulation purposes.

Question 10. Impact of bioenergy on commodity prices—USDA has come out
with figures in the past that show the impact of biofuels production on commodity
prices. Has the Office of the Chief Economist done anything recently to give you an
idea of the impact on crop prices and in return the impact on money being spent
on under Title I programs?

Answer. At a June 12, 2008 U.S. Senate Energy and Natural Resources Com-
mittee hearing, U.S. Department of Agriculture’s Chief Economist, Joseph Glauber,
testified on the effects of the expansion in biofuels production in the United States
on commodity markets and food prices. In that testimony, the effects of increased
ethanol and biodiesel production on corn and soybean prices are presented for mar-
keting years 2006/07 and 2007/08. Assuming the amount of corn used for ethanol
production and soybean oil used for biodiesel production in 2006/07 and 2007/08 re-
mained unchanged from the amounts used in the 2005/06 marketing year, corn
prices would have averaged $0.24 per bushel lower in 2006//07 and $0.65 per bushel
lower in 2007/08. Soybean prices would have averaged $0.18 per bushel lower in
2006/07 and $1.75 per bushel lower in 2007/08. Despite the drop in corn and soy-
bean prices, commodity program spending would have remained essentially un-
changed, since corn and soybean prices would have continued to exceed levels that
would have triggered either countercyclical payments or marketing loan benefits.
The scenario presented above was selected to depict the effects of increased ethanol
and biodiesel production on corn and soybean prices and does not represent a spe-
cific policy scenario.

In May 2007, USDA’s Office of the Chief Economist and the Economic Research
Service analyzed two alternative scenarios of biofuel production at the request of
Senator Saxby Chambliss. Under scenario 1, annual domestic ethanol production in-
creases to 15 billion gallons by 2016 and annual domestic biodiesel production in-
creases to 1 billion gallons. Under scenario 2, ethanol production increases to 20 bil-
lion gallons by 2016 and annual biodiesel production increases to 1 billion gallons.
These scenarios compare with about 12 billion gallons of ethanol and 700 million
gallons of biodiesel production in 2016 in USDA’s long-term baseline agricultural
projections released in February 2007. Under scenario 1, the price of corn increases
by $0.31 per bushel and the price of soybeans increases by $0.45 per bushel above
the baseline in 2016. Under scenario 2, the price of corn increases by $0.65 per
bushel and the price of soybeans increases by $1.20 per bushel above the baseline
in 2016. These price increases would not have reduced commodity program pay-
ments, since prices for both corn and soybeans were above levels that would have
‘kc)riggered countercyclical payments and marketing loan benefits for corn and soy-

eans.

Question 11. Dairy—USDA did a lot last year to help the struggling dairy indus-
try. What government program do you believe helped the dairy industry and dairy
producers the most last year? What tools, if any, should be continued in order to
ensure we protect the dairy industry in the U.S.?

Answer. USDA has been working to help the dairy industry for many months.
Since the beginning of the dairy crisis, USDA has paid dairy producers more than
$900 million under the Milk Income Loss Contract (MILC) Program. The Fiscal
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Year 2010 Agriculture Appropriations Act authorized $290 million in additional di-
rect payments to dairy producers, as well as $60 million for the purchase of cheese
and other products. In addition, USDA temporarily increased the purchase prices
for cheddar cheese and nonfat dry milk under the Dairy Product Price Support Pro-
gram during August—October 2009 and reactivated the Dairy Export Incentive Pro-
gram (DEIP). USDA has also used full administrative flexibility to make alternative
loan servicing options available to dairy producers under Farm Service Agency loan
programs.

Not all dairy farmers are the same, so it is difficult to say which program helped
the most. The largest expenditures were made under the MILC program. Since pro-
duction eligible for payment under the MILC program is capped at 2.985 million
pounds per fiscal year, MILC payments may have been more beneficial to smaller
producers than larger producers. In addition, all producers benefited from the re-
activation of DEIP and the assistance provided under the 2010 Agriculture Appro-
priations Act. Farm Loan Program policies to forebear foreclosure proceedings and
extend additional credit also were very beneficial to struggling dairy producers.

The Secretary has appointed the Dairy Industry Advisory Committee (DIAC) to
examine what dairy policy would be best for aiding the dairy industry. The Com-
mittee had its first meeting in April and second meeting in June 2010. Committee
recommendations will be important in guiding decisions on what dairy policy tools
to continue using and what new tools are needed to better assist dairy producers.

Question 12. Dairy—Current policies focus mainly on the final price that a dairy
farmer receive, but pays little attention to overall profitability. As we consider new
farm policies, should we emphasize profit over price?

Answer. Milk and dairy product prices are an important focus of current policies.
In addition, the 2008 Farm Bill incorporated costs—an important component in de-
termining profitability—into the MILC program. The 2008 Farm Bill did so by ad-
justing the trigger price used to calculate the MILC payment rate for changes in
feed costs. This feature increased MILC payment rates for Fiscal Year 2009 program
payments. Production costs such as feed often are quite variable regionally and also
by producer size. I look forward to receiving recommendations from the Dairy Indus-
try Advisory Committee regarding the issue of profitability versus price and improv-
ing the safety net for dairy producers.

Question 13. Restoration of base acres on Federal lands—The implementa-
tion update mentions that you have reversed the policy of the previous Administra-
tion and are restoring base acres on Federal lands. Can you tell us whether this
decision had a cost under Administrative PAYGO? And what that cost was if there
was a score?

Answer. This decision had no cost under administrative PAYGO, nor was USDA
credited with any administrative PAYGO savings when the decision to remove base
acres from Federal land was implemented. USDA estimates that removing base
acres from Federal land would save about $15 million.

Title II—Conservation

Question 14. CRP general sign-up—You announced during your appearance at
Pheasant Fest that there would be a general CRP sign-up this year, and you also
released additional SAFE acres. You're probably aware those SAFE acres have been
used up already and people are still coming into local FSA offices asking about en-
rolling more. Is there any more definitive news you can give us on timing of a new
sign-up? The demand for more SAFE acres seems to be a direct result of having no
general sign-up for the last several years.

Answer. Budgetary savings from the draft Standard Reinsurance Agreement are
to be used for CRP proposals that require PAYGO offsets. The proposals, including
new and amended CREPs, initiatives, and an increased FY 2010 general sign-up (to
reach 32 million acres) The CRP general sign-up is expected to begin in August
after the completion of a mandatory 30 day no-action period, issuance of a Record
of Decision (ROD) on the CRP Supplemental Environmental Impact Statement
(SEIS), which ended July 19, and the publication of Farm Service Agency’s rule im-
plementing changes to CRP mandated by 2008 Farm Bill that is currently under
review by the White House Office of Management and Budget.

Question 15. CRP general sign-up—Can you tell us what level of acreage in the
CRP you are considering as you move forward with a general sign-up? Are you aim-
ing to stay as close to the current 32 million acre cap as you can? Are you leaving
some room for continuous practices or new CREPs?

Answer. We are planning to conduct a general sign-up this summer. By incor-
porating funds realized through the Standard Reinsurance Agreement (SRA) sav-
ings, the budget baseline has been updated to include a general sign-up in FY 2010
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(up from 2.9 million acres in the President’s Budget), and to reach 32 million acres
in FY 2011 and remain there throughout the baseline period. We cannot provide a
number on the amount of acreage we plan to enroll because that depends on the
level of interest and the characteristics of the land that is offered. We will evaluate
the offers once they are all in and make a decision based on the environmental ben-
efits of the land offered. We do know that contracts on 4.3 million acres of land en-
rolled under general sign-up are set to expire this year, and that we expect many
of the contract holders to submit offers, as may many of the holders of 2.7 million
acres under contracts that expired last year. This large expected interest is sup-
ported by the responses to contract extension offers we made over the past several
years. Contracts on over 80 percent of eligible lands were extended during these op-
portunities.

What we do not know is the amount of “new” lands that will be offered. It’s been
a number of years since a general sign-up has been held, so it is difficult to judge
the level of interest there will be. But we know that there are always new lands
offered—Ilands that owners have decided they want to devote to wildlife, protect
from erosion, or for a variety of other reasons.

When accepting general CRP sign-up acres, we will keep in mind that room must
be left for CREP and continuous sign-up enrollment. Because the enrollment of envi-
ronmentally-valuable conservation buffers, wetlands, and other practices is very im-
portant, we will continue to allow producers to enroll acreage in continuous sign-
up practices. Because the enrollment of environmentally-valuable conservation buff-
ers, wetlands, and other practices targeted by continuous and CREP practices is
very important, we will continue to allow producers to enroll acreage in continuous
sign-up practices and plan to expand the number of CREPs and increase acreages
in existing CREPs using SRA savings.

Question 16. Open Fields—What is the status of implementing the Open Fields
provision in the 2008 Farm Bill? It’'s my understanding we’ve lost two hunting sea-
sons, and potentially a third, because the rules haven’t been written and the money
hasn’t make it out to the field. What’s been the hold-up?

Answer. We are pleased to report that an interim rule for the Voluntary Public
Access and Habitat Incentive Program was published on July 8, 2010. FSA also
issued requests for application on July 8, 2010 and applications are due by August
23, 2010.

Implementation of the Voluntary public Access Program is important to the De-
partment and it has been elevated in USDA’s 2008 Farm Bill priority list as other
critical programs have been rolled out.

Because this program provides grants to states and tribal governments on an indi-
vidual basis, we wanted to be sure that our rule does not make any state program
ineligible for its share of these funds.

Additionally, our USDA Office of Tribal Relations is working closely with us to
ensure equitable participation in this program by tribal governments.

Question 17. Outdoor Initiative—Some of us didn’t get to attend the President’s
Great Outdoors Initiative. Can you update us on what happened last week and pro-
vide some details on this is?

Answer. During the White House Conference on America’s Great Outdoors held
April 16, the President talked about our treasured landscapes and the tremendous
value of our nation’s vast and varied natural resources. He also recognized that
Americans increasingly are losing touch with the outdoors. The President referenced
Theodore Roosevelt’s tremendous conservation accomplishments and stated that his
goal is to enrich that legacy by developing a 21st century strategy for America’s
Great Outdoors. To that end, the President signed a memorandum to the Secretary
of the Interior, the Secretary of Agriculture, the Administrator of the Environmental
Protection Agency and the Chair of the Council on Environmental Quality estab-
lishing the America’s Great Outdoors Initiative. The goal of the initiative is to (1)
reconnect Americans, and children in particular, to America’s working landscapes,
including ranches, farms and forests, to landscapes of national significance, to rivers
and waterways, and to great parks and coastal areas; (2) build on state, local, pri-
vate and tribal conservation priorities and determine how the Federal Government
can best advance those priorities; and (3) use science-based management practices
to restore and protect our lands and waters for future generations. Regional listen-
ing and learning sessions—public conversations about America’s Great Outdoors—
will be held across the country. By November 15, 2010, the initiative will provide
a report on America’s Great Outdoors that includes a review of successful and prom-
ising non-Federal conservation approaches; an analysis of existing Federal resources
and programs that could be used to complement those approaches; proposed strate-
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gies and activities to achieve the goals of the Initiative; and an action plan to meet
the goals of the Initiative.

After the President signed the Memorandum, attendees heard from two panels.
The first panel was on conserving working lands. Panelists included a historian, a
farmer, a rancher, a member of the Nez Perce Tribe, and the Mayor of Newark, NJ.
The second panel was on connecting lands and people, and panelists included a his-
torian, a State Governor, a retired state wildlife official, a youth program director
at a National Park, and the CEO of REI, Inc.

Break-out sessions held Friday afternoon served as the first in a series of con-
versations about America’s Great Outdoors. After the conference ended, a website
was launched on America’s Great Outdoors at Atip://www.doi.gov/
americasgreatoutdoors /. Members of the public may post stories about experiences
in {:)he great outdoors, as well as ideas for conserving America’s great places, to the
website.

Question 18. WHIP—In the 2008 Farm Bill, we changed the eligibility require-
ments on Wildlife Habitat Incentives Program (WHIP) to ensure that money was
going to producers. What impact has that had on the program delivery? Have any
states complained about this change?

Answer. The 2008 Farm Bill focused participation in the Wildlife Habitat Incen-
tive Program (WHIP) to private and Tribal agricultural lands. The change has had
consequences for private landowners interested in the program and has impacted
some wildlife habitat development efforts, particularly the provision pertaining to
public land eligibility.

State agencies and interest groups have expressed concern that the WHIP pro-
gram is no longer eligible for projects that they have been planning to implement
for some time on public land. During the comment period for the WHIP interim
final rule many agencies and groups such as the Association of Fish and Wildlife
Agencies, the Wildlife Society, The Nature Conservancy, Trout Unlimited, and oth-
ers expressed this concern.

Some regions of the nation have been impacted more than others because of the
change. Although public land projects represented only six percent of the WHIP con-
tracts between 2005 and 2008, NRCS and public partners developed wildlife habitat
projects with significant public and private benefits. For instance, the implementa-
tion of 57 fish passage projects benefited hundreds of miles of streams by opening
channels to aquatic wildlife that benefit all landowners along the water courses.

Because of the limit on landowner participation, potential private landowners are
excluded from the program because the stream or river that goes through their
properties is considered public land. Federally listed threatened and endangered
fish and wildlife species that could benefit from these public land projects are placed
at risk. To date, a total of 28 states have the potential of being unable to participate
in WHIP because of their public ownership of stream or riverbeds.

In the State of Rhode Island, the state agency has expressed concern that projects
involving dam removal or fish ladder installations are ineligible due to non-agricul-
tural producers owning dams. Fish species that are of state concern are not able
to benefit from the WHIP program in such projects.

Question 19. Farmland Protection Program—We rewrote the Farmland Pro-
tection Program in the 2008 Farm Bill. How many states have asked USDA for cer-
tification?

Answer. Under provisions of the Farm and Ranch Lands Protection Program In-
terim Final Rule, entities were not required to request certification. When a state
or non-governmental organization (NGO) submits an application for funding, the en-
tity may request certification by USDA. States or NGO’s were certified when they
demonstrated they met or exceeded certification standards as proposed in the In-
terim Final Rule. NRCS received 64 comments regarding this issue and these com-
ments are being reviewed.

FRPP certification standards include demonstrated ability to complete acquisition
of easements in a timely manner, ability to monitor easements on a regular basis,
ability to enforce provision of the easement deed, experience in enrolling parcels in
the Farmland Protection Program, and the existence of dedicated fund for the pur-
poses of easement management, monitoring and easement stewardship.

f_Sié_{lce enactment of the 2008 Farm Bill, the following seven entities have been cer-
tified:

© Kentucky Purchase of Agricultural Conservation Easement Corporation,
o Fayette County Kentucky Division of Purchase Development Rights,

© Ohio Department of Agriculture,

© Delaware Agricultural Lands Preservation Foundation,
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© Pennsylvania Department of Agriculture,
© Massachusetts Department of Agricultural Resources, and
o Vermont Housing and Conservation Board.

Question 20. CSP—When will the final CSP rule be published? And what advice
do you have for producers who are hesitant to sign their CSP contracts without
knowing whether several issues that have been brought to USDA’s attention may
be fixed? Such as the treatment of entities and the additional payment limitation
that was imposed administratively.

Answer. The final CSP rule was published in the Federal Register June 3, 2010.
The final rule was effective on release, will be used for future ranking periods, and
is not retroactive to the initial CSP ranking period. NRCS implemented the initial
CSP ranking period under the interim final rule, published July 29, 2009. Participa-
tion in CSP is voluntary and producers approved for contract had the option to sign
pending contracts or reapply under final rule provisions. With the final CSP rule
in place, NRCS has announced a ranking period cut-off of June 25 to accommodate
the enrollment of an additional 12,769,000 authorized for Fiscal Year 2010.

Key changes in the Final Rule:

Payment Limitations: NRCS raised the contract limitations for formal joint oper-
ations from $200,000 to $400,000 for the contract period and from §40,000 to
$80,000 per year. Each person or legal entity will still be limited to $40,000 per
year. This change follows the logic used for EQIP that enables spouses, farming as
joint operations, to each earn the $40,000 annual limitation.

Minimum Payment: NRCS will make a minimum payment of $1,000 to histori-
cally underserved participants with small-scale operations in any fiscal year that a
contract’s payment amount total is less than $1,000.

Pastured Cropland: NRCS established a “pastured cropland” program designation
for land maintained in a grass-based livestock production system that is suitable for
cropping. Pastured cropland will be provided higher program compensation than
pastureland due to the higher forgone income costs associated with keeping that
land in grass.

Definition of Resource-Conserving Crop: Based on public input, the definition of
resource-conserving crop was revised to require the use of grass and/or legumes in
the system in order to provide a sufficient level of environmental benefit above the
prior definition and qualify for the supplemental payment.

Enhancement Bundles: NRCS evaluated the enhancements available to partici-
pants in the first sign-up and added enhancements requested by the public. Addi-
tionally, NRCS is offering participants the option to select enhancement bundles
whose application as a group addresses resource concerns in a more comprehensive
manner. Producers” ranking scores and payments are positively influenced when
they choose enhancement bundles.

Question 21. CSP—Has interest in CSP been regional or has interest been nation-
wide? How are people reacting to the payment rate per acre?

Answer. NRCS received over 21,000 applications from across the nation including
Caribbean and Pacific Island areas on an estimated 33 million acres.

Applicants appear to be satisfied with the CSP payment for performance payment
rates as indicated by the 10,522 participants that have signed contracts totaling
over 12.2 million acres at a cost of nearly $142.4 million.

There have been no landowner complaints and there have not been complaints’
regarding the payment rate as indicated by the number of contracts/enrolled acres
across all four of the land uses (cropland, pastureland, rangeland, and non-indus-
trial private forest (NIPF).

In CSP, participant’s annual payments are not determined using the traditional
compensation model where they receive a percentage of the estimated practice in-
stallation cost or a per acre rental rate. Instead participants’ annual payment level
will be unique for their operation and land-uses based on the combined total of envi-
ronmental benefits from existing and new activities. Participants are paid for con-
servation performance—the higher the operational performance, the higher their
payment.

Question 22. CSP—Are you hearing that a lot of producers actually came in and
gave CSP a try in 2009? And are you hearing of producers who wanted to and could
have done more on their operations if not for the $200,000 cap on payments?

Answer. Yes, NRCS received numerous comments and feedback from joint oper-
ations who would have offered more conservation had there not been a $200,000
contract payment limitation. In the Final Rule, NRCS raised the contract limita-
tions for formal joint operations from $200,000 to $400,000 for the contract period
and from $40,000 to $80,000 per year. Each person or legal entity will still be lim-
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ited to $40,000 per year. This change follows the logic used for EQIP that enables
spouses, farming as joint operations, to each earn the $40,000 per person annual
limitation.

Question 23. EQIP—We all know that EQIP is a very popular program, but I'm
wondering if you can tell us exactly how popular it is and what the current backlog
is of requests that are eligible but can’t be funded?

Answer. EQIP is a very popular program that provides flexibility to farmers,
ranchers, livestock producers and forest landowners to receive financial and tech-
nical assistance to address natural resource concerns on their operations.

e In Fiscal Year 2009, USDA obligated $1.054 billion in financial and technical
assistance through EQIP entering into approximately 32,000 contracts.

e In Fiscal Year 2009, the number of contracts that were not funded totaled
54,329 contracts valued at $1.36 billion.

Question 24. EQIP Organic Initiative—What has been the interest level in the
EQIP organic provisions?

Answer. The EQIP Organic Initiative authorizes payments to be made for con-
servation practices on operations related to organic production or transition to or-
ganic production. It is in the second year of administration. In FY 2009, NRCS pro-
vided $36 million to organic producers through the EQIP program to develop and
carry out an Organic System Plan (OSP), or to install conservation practices related
to organic production.

NRCS has continually worked with the organic stakeholder and will continue to
work with the stakeholders to improve organic administration. Fiscal Year 2009 was
a pilot year for the Organic Initiative (OI); although we obligated over 36 million
dollars NRCS felt a need for improvement. NRCS worked closely with several orga-
nizations to make improvements on program delivery.

In Fiscal Year 2010, NRCS provided guidance to the states to increase outreach
within the states as well as providing updated information on the national NRCS
program website. NRCS provided guidance to states and field offices that compared
National Organic Program regulations and requirements to NRCS resource concerns
and practices.

The Fiscal Year (FY) 2010 EQIP Organic Initiative is currently in a reallocation
period; moving money from states with unobligated Organic Initiative funds to
states with need for additional Organic Initiative funds. All states are still updating
ProTracts with contract obligations.

e July 2, 2010 is the deadline for states to have the reallocated funds obligated.

e Current estimates show that there are about 1,600 applications nationwide
worth a total of $24.4 million as estimated future obligations.

e In FY 2010, NRCS is still enrolling organic operations into EQIP under this ini-
tiative. To date, we have received about 1,600 applications that request a total
of $24.4 million, and we expect to ultimately enroll the large majority of these
applicants. As of mid-May, 980 contracts have already signed contracts for ap-
proximately $16.3 million.

For FY 2011, we plan to look at expanding our partnerships and working with
state agencies to increase our marketing and promotion of the EQIP Organic Initia-
tive. NRCS is already working on additional guidance to NRCS state offices to help
them improve their ability to service Organic producers’ needs.

Question 25. Waiver report—The Committee is still waiting for the report that
was required by the farm bill on any waivers that are granted for payment limita-
tions as well as the easement terms under the Wetland Reserve Program. Do you
know when we can expect this report? In the meantime, do you know how often the
waiver authority has been used, and for what?

Answer. The report has been completed and was signed on May 10, 2010. The
number of waivers granted under section 1001D(b)(2) of the Food Security Act of
1985, as added by the Food, Conservation, and Energy Act of 2008 in order to pro-
tect environmentally sensitive land of special significance in FY 2009 is four: two
in New Hampshire (FRPP and WRP), one in California (WRP) and one in New Jer-
sey (WHIP).

Question 26. Wetland Reserve Program 7 year ownership requirement—
Your implementation update paper mentions responding to public comments on the
7 year ownership requirement. Can you share any more with us on what those com-
ments were? And what you may be contemplating in this regard since the statutory
language is fairly specific?
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Answer. NRCS received 52 public comments regarding the 7 year ownership re-
quirement during the WRP interim final rule public comment periods. The respond-
ents expressed concern that the 7 year ownership requirement discriminates against
many private landowners and defeats the purpose of the program. More particu-
larly, the respondents felt the term of ownership requirements should not be more
restrictive than other USDA conservation programs. Other respondents rec-
ommended incorporating a waiver for landowners who have existing WRP lands and
subsequently purchase eligible adjacent lands. Many comments recommended re-
turning to the 1 year requirement, and some recommended that a 2 year require-
ment might have merit.

The WRP statute requires that the land be owned during the preceding 7 years
unless the landowner received the land by will or succession, underwent foreclosure
and exercised a right of redemption, or provided adequate assurances the land was
acquired for reasons other than enrollment in WRP. NRCS does not have authority
to change this statutory requirement, and agrees that the statutory language is spe-
cific on the land ownership requirement.

If an applicant has not owned the land for the requisite time period, NRCS noti-
fies the applicant that the application will be determined ineligible unless the appli-
cant submits a written waiver request and documentation that one of the three cri-
teria for waiver applies to their circumstances. The local NRCS office forwards any
documentation to the national office for action.

NRCS Chief, Dave White, reviews all waiver requests based upon the adequate
assurances criteria and is the only NRCS official with authority to waive the 7 year
ownership requirement on this basis. In particular, upon review of the particular
circumstances, the Chief determines whether adequate assurances support a finding
that the landowner did not purchase the land for purposes of enrolling in WRP and
whether a waiver request should be granted. The Chief provides the determination
to the State Conservationist, and the State Conservationist will notify the land-
owner of the determination and the landowner’s rights to appeal, if applicable.

Question 27. Wetland Reserve Enhancement Program—How many and what
states have expressed an interest in the WREP authority given in the 2008 Bill?

Answer. On March 2, 2010, NRCS published a request for proposals for implemen-
tation of the partnership component of WREP under the Mississippi River Basin
Initiative (MRBI). NRCS also published on April 9, 2010, a request for proposals for
partnership WREP implementation nationwide. The deadline for MRBI-WREP pro-
posals was May 3, 2010, and the deadline for all other WREP proposals was May
24, 2010. NRCS received 21 MRBI-WREP proposals, and received nine WREP pro-
posals from the following states: North Carolina, Indiana, Nebraska, Iowa, Min-
nesota, Missouri, and Illinois.

The following projects in five states were approved for financial assistance in Fis-
cal Year 2010 for a total of $9,847,500 covering 2,440 acres of wetlands:

Indiana/Illinois

Wabash River Floodplain Corridor Project.
Sponsoring Entity: The Nature Conservancy.
Fiscal Year 2010 Financial Assistance: $3,255,000.
Acreage: 1,000.

Towa

Wetland Restoration and Enhancement for Water Quality and Habitat Bene-
fits—Des Moines Lobe.

Sponsoring Entity: Iowa Department of Agriculture and Land Stewardship.
Fiscal Year 2010 Financial Assistance: $3,842,500.

Acreage: 600.

Des Moines Metro Forest Initiative.

Sponsoring Entity: Jowa Natural Heritage Foundation.
Fiscal Year 2010 Financial Assistance: $2,000,000.
Acreage: 600.

Minnesota

Sand Creek & Prior Lake/Spring Lake Watershed.
Sponsoring Entity: Scott Soil and Water Conservation District.
Project to begin in FY 2011.

Nebraska
Rainwater Basin Water Complex.

Sponsoring Entity: Pheasants Forever.
Fiscal Year 2010 Financial Assistance: $750,000.
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Acreage: 240.

Question 28. Partnership authorities—As you mentioned, you have held a num-
ber of meetings out in the countryside. During these meetings have you heard from
producer or non-governmental entities that work with landowners about their abil-
ity to use the partnership authorities that were included in the farm bill? And what
they might like to see changed? Such as the ability for them to receive technical
assistance dollars.

Answer. The Cooperative Conservation Partnership Initiative (CCPI), authorized
in the 2008 Farm Bill, provides NRCS with unique authority to help focus conserva-
tion program benefits along with our partners contributed resources to address im-
portant natural resource issues throughout the nation. NRCS reviews and evaluates
proposals submitted by eligible partners based on criteria set forth in a Request for
Proposals as published in the Federal Register. There has been good response by
many partners, non-governmental entities, to the recent requests for proposals for
CCPI in the Mississippi River Basin Initiative announced in March, but also the
Chesapeake Bay and the National announcements that were issued in April.

In July, USDA announced the selection of 26 approved CCPI projects in 15 states
that will help farmers and ranchers implement conservation practices on agricul-
tural and nonindustrial private forest lands.

b Below is the list of approved CCPI projects and Fiscal Year 2010 program funding
y state:

State Number of Projects Fiscal Year 2010 Funding

California 7 $2,495,017
Idaho 2 $250,000
Illinois 1 $100,000
Indiana 1 $43,000
Louisiana 1 $246,150
Missouri 3 $559,200
Nebraska 2 $287,478
New Mexico® 1 $800,000
New York 1 $160,000
North Dakota 1 $100,000
Oklahoma 1 $99,943
Oregon 1 $624,594
South Dakota® 2 $817,140
Washington 1 $10,000
West Virginia 1 $50,000
Total 27 $6,642,522

aMulti-state project between New Mexico and Arizona.
bIncludes one multi-state project among South Dakota North Dakota, Kansas, and
Nebraska.

As authorized by Congress, this is not a grant program to partners. This is a pro-
gram whereby partners with approved projects will enter into multi-year agree-
ments with NRCS to help enhance conservation outcomes on agricultural lands and
private nonindustrial private forest lands. One purpose of CCPI is to leverage re-
sources of certain Federal Government programs along with services and resources
of non-Federal partners to implement natural resource conservation practices. No
technical assistance funding may be provided to a partner through the CCPI partner
agreement.

NRCS has heard from some partners that they would like the ability to receive
technical assistance funds directly under the CCPI authorities. However, partners
can work with State Conservationists to develop separate contribution agreements
to provide funding for the delivery of technical services to producers participating
in an approved CCPI project.

Congress also provided USDA the ability to continue to work with Technical Serv-
ice or Third Party Providers. The 2008 Farm Bill required the development of a cer-
tification process, a 1 to 3 year agreement period and fair and reasonable payment
rates. The Interim Final rule for TSP was published on January 16, 2009 and the
Final Rule was published on February 12, 2010.

Title III—Trade

Question 29. WT'O case—The 2008 Farm Bill made considerable changes to ex-
port credit guarantee programs at the request of the previous Administration. These
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changes eliminated some of these programs and brought the remaining GSM-102
program in line with the conclusions in the Brazil WTO cotton case. Yet it was de-
termined that this action was not in compliance with the panel’s findings in the
case. How can we avoid similar circumstances whereby the Administration advo-
cates for changes from Congress to meet trade commitments and then we discover
that such changes were insufficient?

Answer. The previous Administration’s farm bill proposal requested that the par-
ticular provisions for two programs subject to the dispute, be repealed in the 2008
Farm Bill; the GSM-103 program and the Supplier Credit Guarantee Program, the
latter of which was no longer in operation in any event. The farm bill also removed
the previously applicable fee cap for guarantees under the GSM—-102 program and
required the program to cover its long-term operating costs and losses. In addition,
changes to the GSM-102 program were made administratively. Brazil requested a
WTO compliance panel to assess these actions by the United States with respect to
the adverse determinations of the original panel. The modifications to the guarantee
program for the period examined were viewed as inadequate by the WTO. Following
the compliance proceedings, Brazil requested WTO authorization to impose counter-
measures on U.S. trade. The United States objected, and so an arbitrator deter-
mined the amount of authorized countermeasures as a result of the previously de-
termined non-compliance. The arbitrator did not examine the current operation of
the program, but the arbitration award nevertheless implies the need for further
changes to the program.

Question 30. Food aid local purchase pilot—The farm bill provided funding for
a Local and Regional Purchase Pilot program to analyze the effects of using local
and regional purchase of commodities in food aid programs. How has the FY2009
funding that went to local and regional purchase been used? What metrics will you
use to report back to this Committee regarding the pilot’s effectiveness and possible
need for future program changes?

Answer. In FY 2009, USDA awarded a total of $4.75 million to the UN World
Food Program (WFP) for local procurement projects in Mali, Malawi and Tanzania.
In March and April, WFP took delivery of 1,023 metric tons of commodities from
small-holder farmers in Mali. In Malawi, due to recent drought conditions, WFP ex-
pects to begin purchasing local commodities in June. Purchases in Tanzania will
take place in July and August. The 2008 Farm Bill identifies required factors for
evaluating the pilot’s effectiveness. These factors are built into data reporting re-
quirements of each agreement with a participant in the pilot. The 2008 Farm Bill
also requires USDA, not later than November 1, 2011, to have a third party conduct
an independent evaluation of the pilot using data collected from each project. USDA
will submit a report to Congress that contains the analysis and findings of this inde-
pendent evaluation. In determining the effectiveness of the pilot, the evaluation is
to examine factors such as the impacts of the procurement of commodities on pro-
ducer and consumer prices in the market; benefits to local agriculture; impact on
low-income consumers; impact on food aid delivery time; quality and safety of pro-
cured commodities; and implementation costs.

Question 31. Global Food Security Initiative—The Administration has placed
a priority on alleviating global hunger and is soon expected to announce its Global
Food Security Initiative which will call for a substantial increase in development as-
sistance, with USDA playing a significant role in its implementation. While it has
yet to be announced, can you give us an idea of how USDA has contributed to this
effort so far, and how you think existing food aid programs authorized by the farm
bill can meet the ambitious goals of the Administration? Does FAS need to be given
additional authority or resources to meet these goals?

Answer. USDA is an integral part of the process to develop the U.S. Government’s
Feed the Future Initiative. USDA, together with our colleagues at the State Depart-
ment, the Treasury Department, the U.S. Agency for International Development
and the Millennium Challenge Corporation, are at the core of developing the long-
term, sustainable, “whole-of-government” approach to addressing global food insecu-
rity. Our contributions to date have primarily been working with these agencies in
developing the overall strategy and implementation plans for the U.S. Government,
specifically in designing the results framework, the policy and economic indicators,
and the global research strategy. USDA’s role is to leverage the wealth of knowledge
and expertise that we possess in agricultural research, markets, trade, nutrition,
natural resource management, and animal, plant and food safety to support the U.S.
Government initiative. Our USDA food aid programs are also a critical part of the
solution to this longstanding problem, as a long-term development tool that supports
education, agriculture and health, and mitigates or reduces risks to the most vulner-
able poor. USDA food aid programs can be targeted to Feed the Future Initiative
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priority countries to help create synergies with other development assistance efforts
in each country. It is important to note that, although much of our food aid pro-
gramming may be closely aligned to Feed the Future Initiative priority countries,
we will still be mindful of the needs of other food deficit countries that may not be
a part of this initiative.

Question 32. MAP—The Administration proposed cutting funding for the Market
Access Program and increasing funding for the Foreign Market Development Pro-
gram? Can you explain the rationale for that move and how it fits with the Adminis-
tration’s goal of doubling exports?

Answer. The President established the National Export Initiative to enhance the
U.S. Government’s efforts to facilitate the creation of jobs through the promotion of
exports. As part of this effort, the President has established an Export Promotion
Cabinet to develop and implement the Initiative. USDA will participate in the work
of the Cabinet.

As part of the National Export Initiative, USDA’s 2011 budget requests increased
discretionary spending of $54 million to enhance USDA’s export promotion activi-
ties. The budget proposes a series of adjustments in the funding levels among the
various market development programs to provide a better balance among them and
to reflect the changing nature of agricultural trade competition.

This includes $34.5 million to supplement funding for the Foreign Market Devel-
opment (Cooperator) Program. This funding would be in addition to that provided
by the Commodity Credit Corporation under the farm bill and would double overall
funding for the program to $69 million in 2011. The additional funds would provide
new opportunities for participation and innovative activities, such as providing
broader international acceptance of the products of biotechnology.

Also, $9 million is proposed for the Technical Assistance for Specialty Crops
(TASC) Program, which would supplement CCC funding and double overall funding
available for TASC to $18 million. The TASC program, which was first authorized
in 2002, is specifically directed at addressing barriers to exports of specialty crops.
The requested increase in funding reflects the growing importance of specialty crops
for U.S. agricultural trade growth and the contribution the program has made in
resolving numerous trade barriers.

Although annual MAP funding would be reduced, the program would still provide
assistance for overseas market promotion of $160 million per year. Annual MAP
funding has grown substantially since 2001, when the program level was $90 mil-
lion. Although the 2011 funding level is reduced from 2010, it still provides a pro-
gram level that is nearly 80 percent above 2001.

Title IV—Nutrition

Question 33. SNAP—In October 2009, Indiana cancelled its $1.3B contract with
IBM. Since then, we have tracked the development of its so-called “Hybrid System.”
However, there seems to be no assurance that this hybrid model will be any more
effective than the failed IBM plan. Meanwhile, Y2 of the cost of both the IBM plan
and this untried hybrid continues to be the responsibility of the U.S. taxpayer.

Add to this the three lawsuits that have been found in favor of the plaintiffs,
SNAP recipients, and against the state for a lack of timeliness in processing applica-
tions, the need for face to face appeals, and a “failure to cooperate” in recertification
decisions.

Finally, in a letter sent to states from Under Secretary Concannon earlier this
year, it was made clear that these sorts of plans would not receive a waiver under
the Obama Administration.

Certainly, USDA has the authority to revoke the waiver that permitted the Indi-
ana pilot in the first place. There is a mountain of evidence that this didn’t work
and none that it will work. What more do you need to take drastic corrective action
that will ensure fair and compliant SNAP participation for all citizens of Indiana?

Answer. Since Indiana terminated the contract with IBM, the state agency took
over management of ten separate contracts that once made up the modernization
project coalition. The state also developed a corrective action plan to address defi-
ciencies in its modernized service delivery model. Indiana began piloting a hybrid
solution in the ten county Vanderburgh Region in Southeastern Indiana in January
2010.

The hybrid solution features regional/local office-based service delivery with more
face-to-face contact with SNAP customers. The hybrid also utilizes technology that
allows the state to direct tasks and telephone calls within the region, as opposed
to the centralized call/change center, for better accountability and improved service.

The state also implemented a new State Management and Resource Tracking
(SMART) tool throughout the modernized areas of the state to support the move to
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a case-based versus task-based processing of work and to provide better manage-
ment and oversight of the work.

The Food and Nutrition Service (FNS) is continuously monitoring the implemen-
taﬁon of the hybrid through on-site visits, management reports, and conference
calls.

FNS is monitoring several measures to determine the success of the hybrid pilot.
These are improved customer experience, elimination of the backlog of tasks, im-
proved application processing timeliness, improved payment accuracy, successful
handling of phone calls within the region, and infrastructure readiness. This last
measure includes staffing moves from service center to local offices to support the
hybrid solution, training, facilities, integrated voice response changes, and telephone
system changes.

Although the timeliness and error rate data available to FNS lags, we have seen
timeliness trending up and the error rate trending down. FNS has also seen a de-
crease in the number of complaints received. FNS on-site observations also indicate
that the hybrid is an improvement to the modernized model.

After running the pilot successfully for several months, the state agency has indi-
cated that they will seek FNS approval to expand the hybrid pilot to the Vigo Re-
gion. The Vigo Region contains 11 counties and approximately 6.5 percent of the
state’s caseload. FNS expects to receive the formal request for expansion this month.

Question 34. SNAP Education and Training Programs—Since 2005, the state
of Washington has worked with FNS/Western Region to develop an E and T pilot
program in conjunction with 12 community colleges in 39 counties. The model for
this pilot used a third-party match to receive the 50% Federal reimbursement, with
the full support of FNS/Western Region. However, a reinterpretation of OMB Cir-
cular A-87 in March, 2010 indicates that this pilot will no longer qualify for match-
ing funds effective June 30, 2010. Please provide an explanation of this inconsist-
ency in Washington and other programs in Wisconsin, New York, Connecticut, Cali-
fornia and Colorado that may be affected by the OMB review.

Answer. Office of Management and Budget Circulars require that costs charged
to a Federal grant be accorded consistent treatment. This is long standing Federal
financial policy. This requirement is re-enforced and applied to the Supplemental
Nutrition Assistance Program (SNAP) through regulation.

Community colleges, community-based organizations, and other SNAP Employ-
ment and Training (E&T) partners cannot charge the Federal Government for serv-
ices that are provided at no cost to participants and are not charged to other Fed-
eral, state and local grants.

The Food and Nutrition Service (FNS) realizes and regrets that this policy will
affect E&T programs in many states; however, as stewards of Federal funds we
must enforce this policy.

To enable Washington and the other affected states to sustain their SNAP E&T
programs in a manner consistent with Federal policy, FNS is working closely with
them to identify appropriate and allowable funding streams.

During this difficult economic environment, FNS continues to support states ini-
tiatives to provide SNAP E&T participants with skills, training, work or experience
that will increase their chances of self-sufficiency. FNS spent more than $300 mil-
lion in Fiscal Year 2009 to assist nearly 1.6 million SNAP recipients gain skills and
experience that improved their ability to obtain regular employment.

Title V—Credit

Question 35. Term limits—Can you tell us how many borrowers in each state are
facing being ineligible to borrow from FSA next year?

Answer. Currently there are 12,623 direct FSA borrowers who will be ineligible
for additional direct operating loans in 2011. Additionally there are 5,577 guaran-
teed operating loan borrowers who will become ineligible to receive additional guar-
anteed operating loan funds in 2011 if the current suspension of the guaranteed op-
erating term limits is allowed to expire on December 31, 2010. The table at the end
of this document, see Attached Tables on p. 140, provides a state by state breakdown
of those currently ineligible and those who will become ineligible at the end of 2010
upon receipt of an operating loan this year.

Question 36. Credit availability—The credit crisis is still being felt by many ag
sectors. What is USDA doing to make certain the FSA loan program is there for
produc?ers? Have you seen an increase in applications? Which states and which pro-
grams?

Answer. FSA management is closely monitoring consumption of loan funds. The
agency will use all administrative tools, such as pooling and reallocation of unused
loan funds, to assure that all available funds are utilized in efforts to satisfy the
demand for credit. There has been a dramatic increase in demand for FSA direct
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and guaranteed loan assistance in FY 2010. As of April 30, direct and guaranteed
loan funds provided to family farmers has increased by 30 percent compared to the
same period a year ago. This increased demand for FSA assistance is being experi-
enced in all direct and guaranteed loan programs. The increases are not confined
to particular areas; almost every state is experiencing increases in loan applications
and loan volume.

Question 37. Credit availability—During your travels in the field, what are you
hearing about the availability of credit for ag producers?

Answer. Turmoil in the financial markets, increased regulatory scrutiny, and con-
cerns about institutional safety and soundness has caused commercial lenders to be-
come much more sensitive to credit risk and as a result, to impose more rigorous
credit standards. One effect of this change is that lenders now request FSA guaran-
tees for loans to customers who previously met lending standards without a guar-
antee. Thus, the demand for FSA guaranteed loan assistance has increased signifi-
cantly. Compared to FY 2009 for the same time period, obligations of unsubsidized
guaranteed farm operating loans has increased by 24 percent, guaranteed farm op-
erating loans with interest assistance by 28 percent, and guaranteed farm owner-
ship loans by 23 percent. Assistance provided to beginning farmers (those who have
farmed less than 10 years) has increased by 16 percent compared to a year ago.
Many lenders consider beginners to be higher credit risks and as a result this group
is more dependent on FSA for financing.

Question 38. Conservation Loan Program—What is the reason for the delay
on the conservation loan program? It would seem these dollars could be leveraged
given the current economic situation.

Answer. The 2008 Farm Bill included several new programs that FSA was re-
quired to implement. Because agency resources are limited, priority was given to
implementation of direct and disaster payment programs which impact the largest
number of farmers, and those programs with mandated implementation time-
frames. With the completion of the highest priority implementations, FSA has
moved the conservation loan program to the top of its priority list and anticipates
publishing program regulations before the end of this fiscal year. Upon issuance of
these regulations, the FY 2010 appropriated direct and guaranteed conservation
loan funds will be available to qualified farmers.

Question 39. Livestock and credit—This has been a difficult time for many sec-
tors of animal agriculture. Producers have struggled with low prices and high costs
of production. What is USDA doing to ensure that credit remains available to live-
stock and dairy producers?

Answer. FSA has instructed field staff to use all available authorities to assist
producers in this period of short term unprofitability. The agency has issued policy
directives to field staff emphasizing the importance of using all available loan mak-
ing and servicing authorities to assist financially stressed producers. Through exten-
sion of repayment terms when making new loans, release of commodity sales pro-
ceeds, and modifying repayment terms of existing loans, FSA is working to help
farmers maintain their businesses.

Question 40. Outreach and demand for mediation—Do you think producers
are aware of the USDA loan programs? What is the Department doing to reach out
and counsel producers? Have you seen an increase in interest for state mediation
program services or states looking to start or expand their programs?

Answer. In 2008, FSA Farm Loan Program (FLP) launched a comprehensive pro-
gram marketing initiative. This ongoing effort requires every state to have a FLP
marketing coordinator and a state marketing plan; and every service center with a
credit presence to have a local FLP marketing plan.

This Farm Loan Program Marketing initiative compliments the already existent
Outreach and program education efforts of the Farm Service Agency. Each state and
territory is required by FSA to designate a State Outreach Coordinator and County
Outreach Coordinators. National Office of External Affairs staff work with the state
and county Outreach Coordinators to craft state-specific outreach plans that outline
how best to strategically leverage FSA resources to ensure that constituents are
well-informed about and able to access FSA farm and loan programs. These out-
reach plans detail general outreach efforts as well as targeted outreach efforts,
which are devoted to increasing participation in FSA programs by populations
deemed by congressional statute to be “socially disadvantaged.”

As a result of the coordinated efforts of Farm Loan Program staff and state and
county outreach coordinators, FY 2009 saw over 40 percent of direct Farm Oper-
ating Loans go to new applicants—farmers who did not have an FSA loan the pre-
vious year. In FY 2010, the amount of new applicants increased to over 45 percent.
In FY 2010, total loan demand has also risen 30 percent, and many requests are
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from new borrowers. These trends are not only indicative of the current credit chal-
lenges facing American producers, but are also indicative of an increasing public
awareness of FSA loan programs, as well as facility with accessing these programs.

It is also important to note that once producers accesses FSA Farm Loan pro-
grams, that producer will benefit from on-going technical assistance from FSA Farm
Loan Staff (if she or he accesses credit through the direct loan program—producers
who receive a guaranteed loan will work directly with the lending establishment in
question). FSA works with each direct loan borrower to develop an assessment of
their farm business, and conducts annual updates to help borrowers identify areas
where improvement is needed. Some borrowers are required, as a loan condition, to
complete a financial management training program. FSA staff also meets with new
and financially stressed borrowers to review and analyze the past year’s business
and develop a business plan for the coming production cycle. FSA’s goal is to help
borrowers progress and move to commercial credit.

The State Mediation program demand varies by state, agricultural sectors and
economic trends. Although we do not have 2010 data reported to date, we would
fully expect demand to rise in certain states due to economic conditions in certain
sectors such as dairy, hogs, and poultry. The request for mediation services has been
consistently strong in the 35 states that have established USDA Certified Mediation
Programs. Two additional states (Pennsylvania & Idaho) have been certified as new
states for mediation in 2010.

Title VI—Rural Development

Question 41. Microentrepreneurship Assistance Program—When can we ex-
pect to see the regulations published for the Rural Microentrepreneurship Assist-
ance Program? What did your Department take from the public comment period to
constt:)uct regulations to meet the unique needs of small business startups in rural
areas?

Answer. Rural Microentrepreneur Assistance Program—The Interim Final Rule
was published in the Federal Register on May 28, 2010 and the NOFA on June 3,
2010.

All changes to the rule resulting from public comments are explained in detail in
the preamble of the Interim Final Rule.

Question 42. Definition of “rural”—The 2008 Farm Bill directs the Department
to report on the various definitions of “rural” it uses by next month and to assess
the impacts these definitions have on program delivery. Can you give us an idea
of what you have found so far, particularly if you think the varying definitions of
the dte;r)n is causing problems with targeting loans and grants where they are most
needed?

Answer. Any targeted program is apt to create difficult boundary issues, and the
various 2008 Farm Bill definitions of “rural” are no exception. The difficulties typi-
cally arise with regard to communities that “look and feel” rural but that fall on
the wrong side of an arbitrary line drawn on the basis of geographic location, in-
come, or population size. These issues are of course not unique to rurality; any
means tested program, for example, will face similar issues related to the appro-
priate definition of income.

The challenge is therefore not to identify problems with the current definition.
That is easy. The real challenge is to devise some other definitional scheme that
reduces or at least simplifies these issues, given the reality that the boundary issues
are unavoidable. We are continuing to study these issues.

Question 43. Section 502 Housing funding—Mr. Secretary, although Rural De-
velopment’s housing programs are not authorized in the farm bill, many constitu-
ents in my district are concerned about the funds for the Section 502 Single Family
Housing guaranteed loans running out before the end of the month. This is one of
the few programs out there able to help people finance home buying since the pri-
vate lenders aren’t lending in rural America. Why have the funds run out so soon
and what ideas does the Department have to keep this program going?

Answer. The reason why funding for the Section 502 Single Family Housing Guar-
anteed Loan Program (SFHGLP) will run out so soon is due to the unprecedented
increased demand for mortgage financing resulting from the housing crisis. In the
current economic climate, private sector lenders are reluctant to make home loans
in rural American without government backing and the SFHGLP has filled a void
in the availability of mortgage credit. The SFHGLP has been very successful with
delinquency and foreclosure rates lower than other mortgage industry participants.
The USDA supports legislation in which the SFHGLP guarantee fee structure would
make it subsidy neutral, meaning the program would collect enough in fees to fully
offset estimated losses resulting from new guarantees and not require further appro-
priation of budget authority to continue serving rural America. In addition, ample



95

funding is available under the Section 502 Single Family Housing Direct Loan Pro-
gram (SFHDLP) to provide homeownership opportunities to low and very low in-
come households.

Question 44. Regional Innovation Initiative—Mr. Secretary, can you please
talk about how you envision a proposed Regional Innovation Initiative working with
existing rural development programs? Do you expect this approach to be locally-
driven, state driven, or from the top-down here in Washington? What is lacking in
curreilll:) RD programs that you think would be solved by moving to a regional ap-
proach?

Answer. We fully expect and encourage the regional innovations to be driven at
the community and regional level. For example, in one of our current funding an-
nouncements, the program is encouraging regional innovation strategies around re-
gions and projects self-defined by the applicant. USDA only provides broad areas of
interest, such as access to capital or renewable energy. What has been lacking in
current RD programs is that they are mostly project-based and individual in nature.
By implementing our rural development programs in a more regional approach
based on locally developed, comprehensive strategic plans, Rural Development can
first work with a region on identifying its needs or issues, establish priorities, and
determine what program linkages and sequences that need to take place to address
those needs. It can also encourage broader community involvement and “buy-in”
critical to long-term, sustainable development.

Question 45. Regional Innovation Initiative—What’s different between your
regional approach and the Empowerment Zone/Enterprise Community Initiative,
first authorized in the 1990s, or the Rural Economic Area Partnership Zones, which
began in the same time frame and was reauthorized in the 2008 Farm Bill? Does
your regional approach propose to utilize these programs or replace them?

Answer. The regional approach uses many elements of the Empowerment Zone/
Enterprise Community Initiative (EZ/EC), such as the emphasis on creating part-
nerships and community-led strategies. The Rural Economic Area Partnership
Zones (REAP) were somewhat of a precursor to our Regional Innovation Initiative.
The REAPs are mostly multi-county in scope, and encourage participants to develop
a common strategic plan around a locally defined set of priorities. What is different
is that the EZ/EC program targeted specific census tracts based on a poverty or out-
migration criteria. EZ/EC had both urban and rural components, and while census
tract-based designations worked for urban areas, at times they proved to be more
problematic for rural areas in that they led to disjointed, or “un-natural” looking
area boundaries. For example, some designations included of 3-6 counties, with
some only having one Census tract in the designation. Our regional strategies will
focus on the county level, the most consistent governmental unit for rural areas. We
are currently reviewing policies for our programs that will place a more targeted
emphasis on specific areas of need like the EZ/EC Initiative did, but will do so at
the county level. Broad community participation at the grassroots level and locally-
driven priorities, a cornerstone of the EZ/EC Initiative, is being considered as an
element of our regional approaches.

Question 46. Regional Innovation Initiative—How would population thresholds
that currently apply to rural development programs work under a regional ap-
proach? Would a regional area be ineligible for programs it contained one or more
cities above the population limit for a given program, even if the surrounding rural
areas qualified?

Answer. The Regional Innovation Initiative does not propose to change the popu-
lation limits of the current programs. While a regional plan may include larger com-
munities, the recipient of any recipient of dollars from a Rural Development pro-
gram will need to meet current eligibility requirements. As long as the program dol-
lars and projects do not occur in jurisdictions above the population limit, the rest
of the region under the population limit is eligible.

The United States Department of Agriculture (USDA) through Rural Development
identified strategies that offer promise to maximize on the benefit of the strong local
market while at the same time taking a systems approach to capture the supply
chain activity linking regional clusters. By focusing on the Secretary’s Five Pillars
of prosperity for Rural America, USDA is positioning Rural America to become more
innovative and competitive in regional and global markets.

Now more than ever, metropolitan economic activity stands to gain market share
by tapping into the natural and human capital resources of Rural America and ad-
vance industry cluster activity by transforming from cost-based strategies to quality-
innovation strategies that are more productive and can support higher wages.

There is a beneficial interest between metropolitan centers and rural communities
in the active support of regional industry cluster activity. An example of this is the
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recent impacts on the automobile industry which raised the awareness of the link-
age between automobile production to marketing, sales, and land use and supply
chain activity.

USDA through its initial work recognizes the rural-urban linkages in a global
economy and recognizes that a greater policy focus and more attention should given
to local variations which cannot be done in isolation of the wider dynamics of na-
tional and international economic activity.

Question 47. Regional Innovation—Some rural development specialists believe
regionally-based rural development is long overdue. What are your views on region-
ally based rural development?

Answer. From my experience as Governor, I have seen firsthand the value of a
place based regional approach to community and economic development. Of course
we are not taking a Department wide position that regionalism is the answer to all
problems. We do however recognize that in some communities we only have to sup-
port a project while in other communities they are struggling with developing an
economic strategy that requires a regional approach in order to connect to the re-
gional economic activity in their area. The current research points to the value of
regional planning, collaboration, partnership and leverage of resources.

Many rural communities have already coalesced to take a more regional approach
to common problems and issues. Education and the consolidation of schools into In-
termediate School Districts, regional transportation authorities, and regional hos-
pital centers are a result of market forces and increasingly scarce resources. Com-
munities are learning they need to leverage resources, and the approach to rural
development needs to be more regionally-oriented to assist rural communities in col-
lectively addressing these market forces. In terms of market-based economies, they
have long been regional in scope. Many Rural Development programs have long
been tethered to either a community or a county as the geographic basis for funding
and projects. The move to regionally-based development will promote growth in
many rural areas.

Question 47a. Is there value in viewing regional food systems as a viable, long-
term opportunity for rural development?

Answer. Regional food systems are just one of many viable economic strategies for
rural development. More importantly, they are grounded in keeping the dollars in-
volved in food production, marketing, and consumption more local in scope to direct
the benefits of these activities to the communities involved. While most Rural Devel-
opment programs do not directly fund agricultural production they can fund many
of the key components of a regional food system, such as the processing and delivery
of the food products, and even the markets or stores that sell them.

A clear trend in all parts of the food system is greater concentration of ownership,
which means that decisions affecting communities are increasingly made by absen-
tee business owners. Mergers of chain supermarkets often result in the closure of
stores, thereby lowering the tax base and employment. Another trend, vertical inte-
gration, leads to increased consolidation of different activities such as food produc-
tion, processing, and distribution under the control of single entities. While there
is little doubt that this “industrial” food system will remain dominant and play a
vital role in rural economies, more communities and regions are acting to resolve
some of these issues by developing alternative, local, and sustainable food systems.
Significant activity is already occurring around the country on regional food sys-
tems. There are many area-wide economic development plans that incorporate food
production, processing, wholesale, retail, and waste management activities as well
as consideration of the impacts these activities have on the local and regional econ-
omy in terms of jobs, tax and sales revenues, and multiplier effects. Also important
is that regional food systems are a means or mechanism for establishing urban-rural
linkages critical to a vibrant regional economy by collectively considering the needs
and impacts of the rural sources of food and the more urban areas where it may
be consumed.

Question 48. Population limits—Are the limits for population in current law
adequate for administering Rural Development programs? If not, how do you think
they should be changed?

Answer. For many Rural Development programs, the population limits have not
presented a challenge. However, for some programs, as demographics have shifted
in the U.S. and the scope of needs may have changed, the current population limits
may no longer be valid. This may inhibit USDA’s ability to serve areas that still
consider themselves “rural,” and are not connected to the more urban-based pro-
grams. In promoting regional initiatives, these population limits may also inhibit
the development of the urban-rural linkages that may be critical to that region’s
success. The population limits should be reviewed not on a program by program
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basis, but rather in a comprehensive review of both USDA and other Federal pro-
grams with population limits to address gaps and impediments in program delivery.

Question 49. Status of Loan Portfolio—What is the status of Rural Develop-
ment’s loan portfolio given the economic downturn? Are payment delinquencies and
defat;lt rates rising? Are some programs performing better than others in this re-
gard?

Answer. As a lending agency with a portfolio of more than $130 billion, we have
of course seen some impact from the recent recession. With regard to the housing
crisis, however, it is important to note that much of rural America did not experi-
ence the housing bubble that affected many urban and particularly coastal markets;
rural America did not ride the roller coaster up, and it has been less affected by
the downturn. In addition, due to our prudent underwriting standards and prompt
intervention with and servicing assistance to troubled borrowers, our portfolio has
performed adequately.

Question 50. Broadband—What is the status of the regulations for the
broadband loan program? How has this program integrated with the sizable amount
of Recovery Act funds provided for broadband deployment?

Answer. The regulations for the 2008 Farm Bill broadband program are in their
final stages of redevelopment. Through our experience with the Recovery Act
broadband program, we have had the opportunity to publish two Notices of Funding
Availability and have learned a tremendous amount regarding delivery of
broadband service to unserved and underserved rural communities. The lessons
learned through the Recovery Act program can be used to enhance our 2008 Farm
Bill regulations. For example, we have been able to process an unprecedented num-
ber of applications within a short timeframe. We hope to incorporate some of the
streamlined processes used in the Recovery Act program to reduce application bur-
den and shorten the timeframe between loan application and approval in our 2008
Farm Bill program. We are also looking for ways to ensure a bridge between Recov-
ery Act and farm bill funding. Our goal is to publish the 2008 Farm Bill broadband
regulations as soon as possible.

Question 51. Broadband—How do you envision the landscape for broadband de-
ployment in rural areas after the Recovery Act financing is expended at the end of
this fiscal year? How will you provide loan servicing for so many projects with your
existing resources?

Answer. The Recovery Act has provided both USDA and the Commerce Depart-
ment with the ability to bring broadband service to many rural areas that were
unserved or underserved. Even with this large infusion of funds, there will still re-
main many areas that will not have broadband service. These areas will be easier
to identify when the Commerce Department publishes a National Broadband map
early next year. Our goal is to assess the results of the Recovery Act broadband pro-
grams, participate in discussions of the FCC’s National Broadband Plan, and deter-
mine steps that are needed to realign our programs with the needs of unserved and
underserved areas. The Rural Utilities Service and Rural Development have exten-
sive experience in managing large loan and grant portfolios. We are confident that
we will be able to continue to service our portfolio with our 60 years of experience.
We are also developing contingency plans to ensure that we protect the taxpayer’s
investments in all of our Recovery Act programs.

Question 52. Business Loans—Are you seeing more Rural Business loan and
grant applicants interested in developing local food marketing and supply chains?
If so, how are you responding to meet the need? Do you feel additional authority
in this area would be beneficial?

Answer. Rural Business and Cooperative Programs (RBCP) have seen an in-
creased interest in local food, regional food systems, and supply chains. Although
RBCP have always been available for these purposes, Rural Development (RD) has
experienced an increase in the number of projects self-identifying as local food/food
systems and inquiries from customers. There is a direct correlation with the 2008
Farm Bill, the launching of the Know Your Farmer, Know Your Food initiative, an
increase in marketing Rural Business programs for these types of activities at the
state level, and the increased interest from local food marketing and supply chain
applicants in RBCP programs.

To meet the increased interest, RD has been actively participating in outreach ef-
forts to assist prospective applicants become familiar with RD programs. In addition
to developing program materials, RD staff members have participated in numerous
meetings, workshops, and webinars with groups and individuals interested in local
food systems. RD staff members have also participated on the Know Your Farmer,
Know Your Food team. Through publications, meetings, and other media, the Agen-
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cy has worked to make the availability of program funds known to the public, as
well with working with the public to overcome any obstacles to accessibility.

The current authority is adequate for this initiative.

Question 53. Business Loans—Are rural lenders still willing to participate in the
Business and Industry Loan Guarantee Program given current credit conditions?

Answer. Yes. We have made commitments for 426 B&I ARRA loan guarantees for
$1.25 billion. In addition to that, we have made commitments for 285 regular B&I
loan guarantees totaling $748 million as of July 20, 2010. This combined volume
represents a new obligation record for the B&I program with 4%2 months remaining
in the fiscal year. We currently have loan applications and preapplications on hand
ic)otalingdoxger $1 billion; though we expect not all of these loans will be eligible or

e awarded.

Question 54. Water and Waste—How much are you able to use the authority for
loan guarantees on water and waste disposal programs? What changes could be
made to increase the use of the loan guarantee programs?

Answer. The program has been authorized to issue up to $75 million in guaran-
tees annually. Usage of this authority has varied.

Water and Waste Guaranteed Loan History

Fiscal Year Number of Guarantees Total Dollars Obligated
2009 3 $1,996,100
2008 17 $18,402,000
2007 7 $26,003,318
2006 3 $2,5000,000

One factor impacting the use of the guarantee program is that, under current
Federal tax law, a federally guaranteed bond is not tax exempt. The Farm Security
and Rural Investment Act of 2001, Section 6007 (Farm Bill), provided limited au-
thority to guarantee types of tax-exempt financing for specific types of projects.
However, this law did not give the customer the ability to accept such tax-exempt
financing without giving up its tax-exempt status.

As an example, if a loan guarantee is made to an entity providing tax-exempt se-
curity, then that entity could potentially lose its tax-exempt authority for that bond
issue. As a result, there is less interest in the guarantee program than we would
like from the majority of applicants for Rural Development water and waste financ-
ing as they are public or municipal bodies with tax-exempt status.

Question 55. Community Facilities—What types of facilities are getting the
most funding under the Rural Community Facilities Program account? Are the loans
going to rural health care facilities, another type of facility, or does it vary?

Answer. A summary table for FY 2009 is attached at the end of this document,
see Attached Tables on p. 140, and provides a representative sampling of the Com-
munity Facilities Program project distribution.

Title VII—Research

Question 56. Roadmap—USDA recently released a roadmap for ag research. Can
you {E)rieﬂy outline that roadmap and how you envision leading into the 21st Cen-
tury?

Answer. The roadmap lays out a very aggressive plan to change the way USDA
science is conducted. In the future USDA scientific research will be focused,
leveraging other resources and concentrating on select priorities at a large scale to
produce valued results. What our country produces, how we produce it, and with
what productivity outcome, determine the availability and, to some degree, cost of
food, fiber, and fuel. This analysis relies on science to provide answers. Solutions
to the most intractable problems demand a strong, physical, biomedical, and curi-
osity-driven fundamental science renaissance. This roadmap lays out such a plan to
change the way USDA conducts science.

Question 57. Roadmap and Tribal Extension Program—Have you had a dia-
logue with the tribes, interested institutions and outside groups about the future of
the Extension Services on tribal lands? The farm bill called for an analysis of the
FRTEP and whether it was meeting the needs for Extension services on Indian res-
ervations. Has this analysis been done?

Answer. NIFA is working with the USDA Office of Tribal Relations (OTR) on an
approach that, when implemented, will address the report language, satisfy the
need for proper consultation and provide NIFA with a fair and accurate analysis of
extension program needs in tribal lands. To date, a dialogue with the tribes, inter-
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ested institutions and outside groups about the future of the Extension Services on
tribal lands has not been completed.
NIFA envisions and is working on a four phase approach:

e Gather information from other Federal partners with an interest in Indian
Country Extension.

e Convene a design team in conjunction with representatives from tribal lands to
develop plans and budget for an assessment of the current state of federally
supported extension services in tribal lands and the extent to which there is
unmet need and to delineate that need.

e To implement the needs assessment.
e To draft a report back to Congress with the results of the assessment.

NIFA and OTR conducted the first phase on May 4, 2009—a Federal partner
meeting. The design team meeting is being scheduled and will include representa-
tives from the tribes, tribal lands agriculture and Extension. The design team meet-
ing requires considerable planning since it involves the needs of 500 tribes.

Question 58. FRTEP—It is our understanding that not all of the programs that
had been receiving funding under FRTEP before passage of the farm bill submitted
successful applications for the competition that was held after the farm bill passage.
Can you tell us the results of that competition?

Answer. FRTEP (formerly known as the Extension Indian Reservation Program)
was authorized in the 1990 Farm Bill and has been funded since 1991. This pro-
gram supports Extension agents on large American Indian Reservations and Tribal
jurisdictions to address the unique needs and problems of American Indian Tribal
Nations. The program is administered through the USDA National Institute of Food
and Agriculture (NIFA). Currently, there are 28 funded projects serving federally-
recognized tribes on 37 Reservations or tribal communities.

Section 7403 of the Food, Conservation and Energy Act of 2008 designated all pro-
grams funded under Smith-Lever 3(d), including FRTEP, as competitive. Eligibility
is designated for 1862 and 1890 land-grant institutions. A requirement for competi-
tion was not included in the original FRTEP legislation.

In response to the 2008 Act, NIFA implemented a competitive selection process
in FY09 to make new awards for 4 year continuation grants. Based on the applica-
tions received, three existing projects—University of Arizona, Navajo Nation, Win-
dow Rock; New Mexico State University, Zuni; and New Mexico State University,
Jicarilla Apache—were not recommended for funding by a peer panel. The USDA
REE Under Secretary directed that $120,000 be made available in FY09 to support
the three existing projects not funded through the competitive process. As a result,
all applicants were funded.

Question 59. Under Secretary for REE—Can you tell us how soon a new Under
Secretary for Research, Economics and Extension will be named?

Answer. Dr. Catherine Woteki, USDA’s nominee for Under Secretary for Research,
Economics, and Extension, is a distinguished nutritional epidemiologist who has
held senior positions in academia, the United States government, and in business.
We are delighted to have her join the USDA team to enhance our success in improv-
ing the lives of farmers, ranchers and those living in rural areas of our country.

From 1997-2001, Woteki served as the first Under Secretary for Food Safety at
USDA, overseeing the Food Safety and Inspection Service and the U.S. Govern-
ment’s Office for the Codex Alimentarius Commission, and coordinated U.S. Govern-
ment food safety policy development and USDA’s continuity of operations planning.
She worked for 2 years in the White House Office of Science and Technology Policy
where she co-authored the Clinton Administration’s policy statement, “Science in
the National Interest,” and served as the Deputy Under Secretary for Research,
Education and Economics in the USDA. From 2002-2005, she was Dean of Agri-
culture and Professor of Human Nutrition at Iowa State University, where she also
was the head of the Agriculture Experiment Station.

Since 2005, Woteki has served as Global Director of Scientific Affairs for Mars,
Inc., a multinational food, confectionery, and pet care company. In this role she has
managed the company’s scientific policy and research on matters of health, nutri-
tion, and food safety.

Dr. Woteki appeared before the Senate Agriculture Committee at her confirmation
hearing on May 27th. She awaits Senate action.

Question 60. REEO—How has the new REEO organization been received? Is it
still in place?

Answer. The Research, Education, and Extension Office (REEO) board was estab-
lished by the previous Administration in 2008 following passage of the farm bill.
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They conducted many stakeholder meetings and contributed to the production of the
roadmap for USDA Science that was recently presented to Congress.

USDA takes very seriously the coordination of science and technology in the de-
partment. The Department began as a science mission agency and since 1862
science continues to be an important component of nearly every enterprise at Agri-
culture. Ensuring science informs policy and program decisions across the Depart-
ment demands close coordination and cooperation. In the Food, Conservation, and
Energy Act of 2008 Congress provided an excellent framework for this coordination,
directing the establishment of the REEO.

In the same legislation, Congress reaffirmed the need to coordinate agricultural
research through establishment of the position of Chief Scientist at USDA, whose
responsibility also includes oversight of the overall science enterprise in the Depart-
ment. To best ensure that the Chief Scientist has access to the expertise envisioned
in creation of REEQO, I took the action of having the REEO staff assigned to coordi-
nate science portfolios that will continue to carry out those duties as senior advisors
reporting to the Chief Scientist. Establishing the office does not incur additional
costs to the Department yet continues to meet the intent of the establishment of
the REEO board.

Question 61. AFRI and competitive funds versus earmarks—One of the big-
gest challenges we face in research is that agriculture has often not spoken with
one voice and groups have sought individual earmarks instead of pushing for more
general ag research dollars. Do you think this has changed given the new limita-
tions on earmarks? Do you think the new AFRI program has helped unify ag groups
on ag research?

Answer. NIFA is shaping AFRI programs to meet important societal challenges
for the nation by bringing together interdisciplinary groups of researchers, as well
as formal and extension educators, to solve problems. In this way, AFRI is helping
disciplinary interest groups to see how working together on issues of common inter-
est will support disciplinary-based work while creating value for the public. For ex-
ample, effectively addressing food safety issues requires microbiologists, animal sci-
entists, economists, engineers and a range of others to work together. The 2010
AFRI requests for applications are offering large grants for this kind of interdiscipli-
nary work and the applicant community is responding favorably. This is direct evi-
dence that the new AFRI program is bringing together different disciplinary interest
groups. In addition, AFRI is also offering smaller grants for more traditional, dis-
ciplinary-based research to continue building a foundation of knowledge to address
current and future problems. We believe that this approach has had a positive effect
on many agriculture groups and in fact has reduced the number of earmark re-
quests.

It should be noted, however, that in creating programs with focus, scale and im-
pact we have not been able to meet all recognized needs. In the case of food safety,
this year we support research, education, and extension focused on E. coli in beef
and foodborne viruses. We also support research on Salmonella and other pathogens
through the AFRI foundational programs. Climate change programs in 2010 have
been limited to specific agricultural systems of cereal grains, southern conifers, and
swine or poultry.

In summary, agricultural organizations and disciplinary-based groups have real-
ized that their interests are addressed, to the extent possible given limited re-
sources, through AFRI programs focused on supporting basic research, and espe-
cially through those focused on solving societal challenges. This new type of collabo-
ration has already begun to change the research, extension, and educational work-
ing relationships and capacity building within and between institutions and exter-
nal organizations. This should result in a greater degree of support for the AFRI
program and the continued reduction in earmarks.

Question 62. AFRI—How has AFRI been received? Has there been a lot of inter-
est in the new authority?

Answer. The AFRI program has undergone substantial change in FY 2010. While
many potential applicants have embraced this change, others have expressed frus-
tration at the magnitude of the changes. However, most applicants are finding that
opportunities still exist in their interest areas. The change in AFRI has been to cre-
ate programs of focus and scale to achieve impact and solve problems. This typically
calls for interdisciplinary groups of researchers as well as formal and extension edu-
cators. Many are recognizing this opportunity and seeking out information and
showing interest in participating in interdisciplinary teams applying for grants. As
direct evidence of interest, our Requests for Applications have been downloaded
thousands of times and the online webinars about the AFRI programs were viewed
more than two thousand times since being posted on March 23, 2010. Many AFRI
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programs require a letter of intent and we have received 1,523 letters as of July
20, 2010. This puts AFRI on a pace to receive slightly more applications this year
than last. This would, however, represent a dramatic increase in the number of sci-
entists and educators involved since many more of our programs will support multi-
disciplinary and multi-state teams of scientists. New support for direct extension
and educational projects is creating new interest of professionals working in these
areas, who previous had not felt that there were specific opportunities for them.

Question 63. Ag research—We often hear ag groups want ag research to similar
to NIH. How do you think we can make that happen?

Answer. Congress has taken an important first step in creating the National Insti-
tute of Food and Agriculture (NIFA). This name clearly communicates to the sci-
entific community, industry and the public the mission of the agency and its scope
of responsibility and begins to bring greater visibility and recognition for what is
being accomplished. NIFA is changing in many ways to follow the successful NIH
model. We have a new emphasis on pre- and postdoctoral fellowships in AFRI which
now are offered in a NIFA Fellows program. This is similar to the NIH Fellows pro-
gram. We have moved to support larger grants, as NIH does, to reduce the repeated
application process for productive scientists. We are also currently evaluating the
advantages of creating sub-institutes within NIFA, similar to the NIH model, to
bring focus and facilitate better coordination of our programs.

Question 64. Extension Service—Have you and your staff had any discussions
about the impact of state and local government cuts to Extension Service funding
across the country? Any ideas on how to ensure the wealth of knowledge isn’t lost?

Answer. Individual staff members have been in discussions with land-grant uni-
versity extension personnel. In addition, some Cooperative Extension Service (CES)
personnel have presented seminars at NIFA, which allowed for direct question and
answer interactions.

States across the U.S. are finding it necessary to reduce or eliminate Extension
programs at the state or local level in response to shrinking budgets. These cuts are
also diminishing the capacity for CES to deliver knowledge-based solutions to cur-
rent problems in rural, agricultural, and urbanizing communities. Minnesota’s an-
swer to this dilemma, for example, is to drastically reduce staff and move into fo-
cused multi-disciplinary teams with specific industries like dairy and horticulture.
In essence, state extension personnel now do a few things well while letting others
fall by the wayside.

Fee-for-service is a common practice and increasing the number of these services
could generate some income. eXtension is another tool being used to ensure that the
wealth of knowledge is not lost. By providing free and open availability of informa-
tion to the public, eXtension is one way to ensure that information is more widely
disseminated and used. However, because eXtension distributes information freely
on the Internet, there is no easy way to capture any revenue or even attribute credit
to the Land-Grant University that developed the content.

The opportunity exists to re-examine program priorities within CES and focus on
a smaller number of critical issues. A major challenge, however, is achieving align-
ment between Federal research, education, and extension priorities and needs at the
state or local level as viewed by CES. Where that alignment occurs, new or ex-
panded Federal competitive grant opportunities that provide funding for extension
and outreach programs can supplement state or local budgets. On the other side,
where alignment does not exist, shrinking state and local budgets will result in loss
of critical programs. Furthermore, when Federal priorities are created that don’t
align with those of CES, it’s possible that those Federal programs will not achieve
the intended level of impact since they will not have access to the land-grant univer-
sities’ unique knowledge-delivery system.

Availability of competitive funding that supports extension or an integration of ex-
tension and research activities may be one solution to the growing problem. Moving
forward, Federal and CES planning and visioning efforts need to focus on achieving
critical alignment of goals and expectations that facilitate effective problem solving
in rural, agricultural, and urbanizing communities.

4-H National Headquarters of the Families, 4-H, and Nutrition (F4HN) unit has
monthly calls with the state 4—H program leader regional representatives. The Di-
rectors Working Group, composed of six Extension Directors has also had this as
a topic. At regional 4-H program development meetings and the national state 4—
H program leaders’ meeting this past March, this topic has been discussed. Points
that have been shared include how institutions are re-structuring programming and
personnel to meet the programmatic demands. Leveraging of resources both of per-
sonnel and dollars are being explored. Surveys of program development fees are
being initiated between land-grant institutions via a state 4-H program leader list
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serve. On a Federal level, program staff is encouraged to solicit and develop rela-
tionships with other Federal agencies to leverage resources for the land-grant exten-
sion system. From a 4-H Youth Development perspective, a concentrated effort to
be engaged with eXtension is occurring.

Question 65. Specialty Crop Research—The Specialty Crop Research Initiative
(SCRI), initiated in the 2008 Farm Bill is seen by many specialty crop producers
as very successful, bringing a multidisciplinary teamwork approach to problem iden-
tification; research planning and execution; and extension/outreach activities to help
ensure that growers truly are the ultimate beneficiaries of the available funding.
Will the department have any recommendations regarding the SCRI in the 2012
Farm Bill?

Answer. USDA will conduct an external review of SCRI later this year. Following
that review and based on its results, the Department may formulate some rec-
ommendations for the program for the next farm bill.

Question 66. Specialty Crop Research—During a recent NIFA stakeholder
meeting, some stakeholders expressed concern that the current Agriculture and
Food Research Initiative (AFRI) discourages the involvement of the plant science
community in identifying priorities and facilitating recognition of the best science
while also failing to maintain the broad base of research necessary support the agri-
cultural diversity of the United States. The SCRI provides an excellent model for
collaborative involvement of the plant science research and grower communities, not
only as a way to identify appropriate “priorities and the best science” but also to
ensure that the work, even in its most basic form, will yield positive benefits for
U.S. agriculture and dividends for the world. Has the department considered apply-
ing the SCRI planning, research and outcome delivery model more broadly to other
NIFA programs in the coming farm bill?

Answer. Rather than wait for the next farm bill, NIFA is actively working to sys-
tematically engage scientific, producer and public interest groups to inform the
structure of our programs. For example, in April of 2010, NIFA participated in a
multi-day workshop focused on needs and concerns related to agricultural animal
health and disease. Later that same month, NIFA engaged stakeholders interested
in plant biology, plant diseases and pests with a workshop in Washington, D.C. In
each of these workshops participants had the opportunity to submit written com-
ments and make oral presentations about needs they have identified. NIFA staff led
discussions of these issues to clarify needs and in the case of the plant and pest
biology workshop, reported out about how input received in a previous workshop
had been used to shape agency programs. Such general sessions are used to inform
all NIFA programs.

We also hold targeted workshops and listening sessions for specific programs. For
example, we recently published a Federal Register notice announcing a listening ses-
sion in Washington, D.C. to gather input for the FY 2011 AFRI program. Since not
everyone can travel to Washington, we will also be accepting written comments and
hosting a series of webinars to gather additional input. It is our experience that the
range of identified needs will be large and it is the responsibility of NIFA to deter-
mine the best uses for the limited agency resources available. While spreading re-
sources thinly over a large number of issue areas may make all interested parties
feel they have been heard it could also have the opposite effect, and, it is not proven
effective in resolving problems. NIFA will carefully analyze all stakeholder input to
identify areas that provide the best scientific opportunity for producing impact and
solving problems. Concomitantly, to minimize duplication and identify areas for col-
laboration, NIFA will continue to evaluate the activities of other Federal agencies.
We will also weigh information from the National Research Council and other au-
thoritative sources in determining the most advantageous use of limited resources.

Title VIII—Forestry

Question 68. FS Coordinating Committee—One of the small but important
things we accomplished in the farm bill was setting national priorities for
forestland, and creating the structure to carry out those priorities in a cooperative
way between Federal and state entities, forestland owners, and the forestry commu-
nity. This seems simple enough but I'm puzzled by why it is taking the Forest Serv-
ice so long to select members of the Coordinating Committee mandated in Section
80057 The committee is a fundamental piece to evaluating the state assessments to
carry out the national priorities, so it seems that we have a bottleneck until those
positions are filled. Your appendix says the charter was signed well over a year ago,
and you have 45 applicants to fill about a dozen slots. What is the hold up?

Answer. The naming of the members of the Forest Resource Coordinating Com-
mittee is moving forward. The original charter called for a maximum of 20 mem-
bers, but with the wide range of diverse interests who wish to advise the Secretary
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of Agriculture on private forestry matters, the Department has decided to consider
additional potential applicants. This entails amending the original charter and al-
lowing time for additional applications to be submitted and subjected to background
checks. The charter should be amended by July, the committee members appointed,
vetted and notified by September, and a first meeting held by December.

Question 69. Managing Stands of Dead Trees—It is my understanding that the
state of western forests due to bark beetle kill has moved into a new phase. With
few means to save trees, the focus is now on managing the vast areas of dead trees
and the risks they create for fire, watersheds, and public safety. Please provide an
explanation of how you plan to meet these challenges in the national forests and
the affected areas that surround them.

Answer. Regions 1, 2 and 4 are all experiencing various phases of infestation and
collectively have made significant investment over the last several years to address
the bark beetle infestation. In 2010 across these three Regions, an additional $67
million has been invested for management efforts to mitigate the bark beetle infes-
tation in the high priority and high use areas (Table 1). These investments will en-
able the regions to better provide access to most recreation sites, priority roads, and
reduce hazardous fuels around communities. Health and Safety is a major focus of
these investments.

The Rocky Mountain Region is spending $35 million on the most heavily impacted
forests (Medicine Bow-Routt, White River and Arapaho Roosevelt National Forests).
An additional $5 million is allocated for accomplishing insect and disease mitigation
on the western slope and southern Colorado, the Shoshone National Forest in Wyo-
ming and the Black Hills National Forest in South Dakota.

The Northern Region is also spending $17.5 million on the most heavily impacted
forests (Helena, Beaverhead-Deerlodge, Lewis and Clark, Bitterroot, Lolo Nez Perce
and Clearwater National Forests). Infestation affects the states of Idaho and Mon-
tana.

The Intermountain Region is spending over $9.3 million on the Forests in South-
ern Idaho (Boise, Caribou-Targhee, Salmon-Challis, Sawtooth, and Payette National
Forests). The Region is also in the beginning planning phases of performing some
much needed right-of-way corridor/facility hazard tree removal efforts across the
Bridger-Teton National Forest in Southwestern Wyoming. High priority Wildland
Urban Interface areas, across the entire Region, will be targeted for hazardous fuels
reduction work.

The following tables display how funds are being allocated and spent in 2010
within current capacity.

Table 1. FY 2010 Additional Funding Allocation to Western Bark Beetles

Funding Amount ($000)
Branch/Activity
Region 1 Region 2 Region 4

Hazardous Fuels Reduction $1,367 $23,104 $763
Recreation (trails, rec sites, etc.) $0 $6,988 $641
Roads $11,768 $9,002 $1,445
Noxious Weeds $0 $906 $0
Vegetation and Watershed Mgt. (Weeds, Watershed $4,296 $0 $6,465

restoration, thinning, Forest Management)
Forest Health Protection (targeted on special sites) $25 $0 $0

Total $17,500 $40,000 $9,314

Table 2. FY 2010 Projected Accomplishments for Table 1 Investment Within Current

Capacity
Estimated (Acres, Miles, Etc.)
Accomplishment/Activity
Region 1 Region 2 Region 4
Wildland Urban Interface Fuels Reduction 13,900 Acres 11,400 Acres 2,777 Acres
Road Hazard Mitigation 280 Miles 266 Miles 107 Miles
Trails 210 Miles 79 Miles 198 Miles
Recreation Site Hazard Mitigation 205 Sites 185 Sites 1 Site
Vegetation and Watershed Management 20,000 Acres 21,324 Acres

More specifically, the regions are implementing the following:

Recreation:
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Rocky Mountain Region—The vast majority of recreation sites within the bark
beetle area will remain open. Of the 223 recreation sites (campgrounds and day use
sites) eight will be fully closed, nine will be partially closed and 21 will have a de-
layed opening. The Region is coordinating with ski areas on timber settlement sales
and ski area vegetation plans in light of beetle mortality. We are working closely
with the ski areas to aggressively address the hazard trees within their permitted
boundary. The Region is prioritizing motorized trail work throughout the beetle im-
pactled area—over 90% of the hazard tree removal work will be done on motorized
trails.

Northern Region—All of the 828 recreation sites (campgrounds and day use sites)
within the bark beetle area will remain open unless increased infestation and ad-
vancing stages in decay in currently dead trees require temporary closure until the
hazards can be mitigated. Priority 1s being given to pre-season hazard tree removal
and public education. While some dead trees remain, the “Look Up” program is de-
signed to educate users in identifying potential risks. In 2010, 205 sites have al-
ready been treated with pre-season hazard tree removal. The Region is coordinating
with two of the eight ski areas to develop ski area vegetation plans in light of beetle
mortality. We are working closely with the ski areas to aggressively’ address the
hazard trees within their permitted boundary. The Region is prioritizing trail work
throughout the beetle impacted area. Trails with higher use are the priority. Nearly
4,225 miles of trails are impacted; however, 210 miles are being treated to remove
hazard trees directly adjacent to the trail. Trail heads are being signed to inform
users of potential hazards.

Intermoutain Region—Of the 350+ recreation sites (campgrounds, day use sites,
and trailheads) estimated to be affected by bark beetle infestations in the Region,
only a small portion will have to be closed (permanently or temporary) until hazard
removal is competed for the summer field season. The Region continues to work
with its permitted ski areas to perform necessary treatments within the permitted
boundaries. Like the Rocky Mountain Region, the Intermountain Region is
prioritizing trail work that is needed to be done throughout beetle impacted areas—
we expect to accomplish a significant amount of this work on the highest use trails
across the Region.

Fuels:

Rocky Mountain Region—Over 11,000 acres of hazardous fuels are being removed
mechanically with service contracts which will establish up to a 1.5 mile buffer
around communities and mitigate the threat of catastrophic wildfire and protect wa-
tersheds at risk. Mechanical treatment, while a more expensive method to treat
fuels than stewardship contracts, is necessary because of the lack of markets in Col-
orado for dead trees. The Region will also be completing a watershed/fuel assess-
ment to identify priority watersheds for future strategy development regarding wa-
tershed restoration needs.

Northern Region—Over 13,000 acres of hazardous fuels are being treated with a
mix of stewardship contracts, service contracts for mechanical treatments (utilizing
both machine and hand tools) and burning to mitigate the threat of catastrophic
wildfire and protect watersheds at risk. The Region has completed an Integrated
Restoration and Protection Strategy to identify priorities needs for watershed res-
toration.

Intermountain Region—The Region plans on accomplishing over 2,700 acres
Wildland Urban Interface (WUI) hazardous fuels reduction in high priority areas
across Southern Idaho. The Region is also working with its state partners on per-
forming high priority treatments, as defined by the various state working groups,
and through the implementation of community wildfire protection plans.

Infrastructure:

Rocky Mountain Region—The Region is finalizing the Environmental Assessment
for powerline hazard tree removal with 14 companies in Colorado and working with
Carbon Power & Light in Wyoming to implement the powerline hazard tree project
decision. In addition, we are doing 49 miles of landline location in support of WUI
fuels treatments. We are working closely with the Federal, state and county high-
way departments to coordinate over 260 miles of hazard tree removal treatment
along the primary travel routes (level 2 roads) on the forests.

Northern Region—The Helena National Forest has begun an EA for powerline
hazard tree removal forestwide. It is an adaptation of the Rocky Mountain Region’s
approach and will provide a test case for a regional approach that addresses points
from recent Northern Region appeals. In addition, we are working closely with the
Federal, state and county highway departments to coordinate over 280 miles of haz-
ta}rd tree removal treatment along the primary travel routes (level 3-5 roads) on the
orests.
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Intermountain Region—The Region plans on performing over 100 miles of hazard
treatments along road corridors, as well as almost 200 miles of hazard tree treat-
ments along trails. We are working with all of our various special uses permit hold-
ers to implement hazard tree removal projects along all powerline and other utility
line corridors. Like Region 2, we are working closely with the Federal, state and
county highway departments to coordinate hazard tree removal treatment along the
primary travel routes on the affected Forests.

Noxious Weeds:

Rocky Mountain Region—The Region is spraying 1,745 acres of noxious weed
treatments of new infestations along roads where roadside hazard tree removal was
conducted in 2009. Additionally, we are spraying 740 acres of high value recreation
sites with insecticide to prevent mortality of trees from bark beetle.

Northern Region—The Region is spraying over 1,500 acres of noxious weeds treat-
ments which are planned to occur along roads and at administrative and rec-
reational facilities.

Intermountain Region—The Region is continuing to spray for noxious weeds in
hazard tree removal areas wherever the need is identified. We are also continuing
to identify and treat high value recreation sites to prevent mortality of trees from
bark beetle.

Public Outreach:

Increasing public and employee awareness of the health and safety hazards is a
critical element of the three Regions strategy and our individual actions. We are
working very closely with the local communities and stakeholders to ensure appro-
priate signing of roads and trails. Education signs are being posted to remind visi-
tors they need to be aware of the possibility of falling trees. Forest Service employ-
ees, concessionaires, contract sawyers and crews are properly outfitted and trained
when working in hazardous areas.

In addition, there are some unique outreach efforts taking place. For example: the
Northern Region has completed a Mountain Pine Beetle public information toolkit
(including website and hard copy materials) in cooperation with Montana Depart-
ment of Natural Resources, Montana Fish and Game and the University of Montana
to inform private owners of the risks and potential treatments. The Region is work-
ing to expand the public awareness program, similar to that currently used to ad-
dress risks after a wildfire to educate and inform forest visitors about the need to
“Look Up—dJ” as they camp, hike or otherwise recreate in infested areas. Addition-
ally, work is underway with local stakeholders to ensure appropriate signing of
roads and trails.

The Rocky Mountain Region has been working with the Colorado Bark Beetle Co-
operative (a collection of eleven local county representatives, industry, environ-
mental groups and other stakeholders to develop and disseminate bark beetle edu-
cational materials including posters, brochures, website, and table tents for use in
hotels and restaurants. The Region created a video designed to educate employees,
contractors and volunteers about working in this hazardous environment. Addition-
ally, we have developed a series of interpretive panels that will be used throughout
the impacted area to help visitors understand what is happening to the forest and
wildlife. The Region has also worked very closely with the Bark Beetle Cooperative
on emergency procedures in the event of a wildfire. Local public information officers
from local county, state and Federal agencies routinely work together on emergency
planning efforts including joint media training and holding public discussions about
current situations and where and how people can recreate safely.

All three regions are implementing an aggressive program of work for 2010 in ad-
dition to doing the necessary planning and layout for 2011 and beyond.

Title IX—Energy

Question 70. Biodiesel—Do you think that our domestic biodiesel industry will
be able to survive if the tax credit isn’t extended by Memorial Day? Are you con-
cerngd that a number of plants won’t resume production, even if something is done
soon?

Answer. The President’s FY 2011 Budget proposes to extend the biodiesel tax in-
centives for the period from January 1, 2010, through December 31, 2011. Both the
House and Senate have passed bills that provide a 1 year retroactive extension of
the biodiesel tax incentives. The Administration strongly supports the prompt enact-
ment of this extension.

Question 71. Biodiesel—Have you spoken to the industry about any assistance
that })JSDA might be able to provide under its programs to help keep plants oper-
ating?
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Answer. USDA has several Rural Development Programs that provide funding for
the development and commercialization of renewable energy sources, including
wind, solar, geothermal, hydrogen, ocean waves, hydroelectric, biomass, and biofuel
(ethanol, biodiesel, etc.). We have spoken to the biodiesel industry about USDA pro-
grams that could provide some limited relief during these very difficult times. How-
ever, it is very difficult for firms to move forward in their business planning without
knowing if Congress is going to pass legislation to extend the biodiesel tax credit.

Question 72. Bioenergy Program/Advanced Biofuel Payment Program—
USDA published a proposed rule on April 16th that asks for comment on the eligi-
bility requirement you had for the FY09 funding that did not allow companies with
51% non-U.S. ownership to utilize the program, despite the fact that they’re pur-
chasing U.S. commodities to make and sell biofuels in the U.S. I am wondering why
USDA feels the need to make energy title programs operate just like our rural de-
velopment programs when there are may be some different goals.

Answer. The Agency implemented the program consistent with other RBS pro-
grams. The currently published proposed rule solicits comments concerning this
issue. The Agency will use the comments to develop the Final Rule.

Question 73. Biofuels tax credits—This isn’t our jurisdiction, but we are all
aware of the expired and expiring tax credits for biofuels. If these lapse, what can
USDA do to help the growers and industry?

Answer. USDA has several Rural Development Programs that could assist biofuel
producers to make the transition to other industries. In addition, USDA operates
several programs that provide price and income support to growers.

Question 74. REAP—The current REAP rules have not allowed ag producers in
non-rural areas to participate in REAP. Will this be fixed for the FY10 funding that
we hope will be going out shortly? This is directly contrary to what the statute says.
And is there a reason why it has taken longer each year for the REAP funding to
be made available?

Answer. For FY 2010, the REAP program requires both agricultural producers
and rural small businesses be located in rural areas. We are planning to address
this issue in a Proposed Rule and make the Proposed Rule available for public com-
ment.

The timing of REAP funding has been impacted by other 2008 Farm Bill program
implementation priorities.

Question 75. Biorefinery Assistance Program—What has been the interest
level for the Biorefinery Program? Has there been more interest from one segment
of the industry over another?

Answer. In anticipation of the Section 9003 Extension Notice of Funding Avail-
ability for remaining funds from FY 2009 and the FY 2010 Section 9003 Notice of
Funding Availability, Rural Development has responded to a number of inquiries in-
volving a broad array of advanced biofuel technologies including—the retrofitting of
existing facilities to accommodate pretreatment and processing of cellulosic feed-
stocks (mostly, corn residue and woody biomass) to make fuel ethanol; the construc-
tion of new facilities for either the biochemical or thermochemical conversion of: pe-
rennial grasses—switchgrass, reed canary grass, and Miscanthus; energy cane, sor-
ghum, and/or woody biomass—poplar, hybrid poplar, willow, and silver maple. Rural
Development has also responded to a number of inquiries that involve biorefineries
to process oilcrops—oilseeds (camelina) and algae into third generation biofuels (so-
called, “drop-in” or “pipeline ready” replacement fuels for existing fossil fuels such
as gasoline, diesel, and aviation fuel).

Question 76. Biorefinery Assistance Program—Have you discussed with your
staff what changes you might suggest to the Biorefinery Assistance Program to
make it more useful given current credit conditions?

Answer. Rural Development recognizes the magnitude of the financial exposure
and risk borne by guaranteed lenders that participate in Section 9003. The use of
alternative financial instruments to help distribute the risk among a number of par-
ticipants is being considered. We will also consider changes to the program as a re-
sult of comments received from the public during the public comment period for the
proposed rule.

Question 77. Biorefinery Assistance Program—USDA has just issued the pro-
posed rulemaking for the Biorefinery Assistance loan guarantee program, Sec. 9003,
to assist in the development, construction or retrofitting of commercial biorefineries.
This program was established in 2008, but has only made two loan guarantees. And,
as we all know, DOE has not issued a single loan guarantee to a biorefinery. Are
requirements for loan guarantee programs to evaluate risk of projects too stringent
for new biofuel technologies? How will administration of the USDA program be dif-
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ferent than administration of the DOE program? And what will you do to ensure
that we start getting loan guarantees out to these vital projects?

Answer. Of the 17 applications to the Section 9003 Biorefinery Assistance Pro-
gram received in FY 2009, ten were returned to the applicant as “Incomplete” (as
required by the Section 9003 Notice of Funding Availability) due to the fact that
there was no lender of record in the application. Rural Development (RD) believes
these events were unfortunately reflective of the very difficult financial environment
that all of America was enduring at the time. There was concern in the lending com-
munity for risk in general, and particularly more so for biofuels projects that in-
volved significant technology risk. Based on comments we receive from the lending
community through comments made on the proposed rule, we will consider sugges-
tions for improving the delivery of this program in the final rule.

USDA has met with the Department of Energy (DOE) and has a general under-
standing of the DOE program. To adequately respond, we would need to complete
a thorough analysis of the DOE program.

USDA meets with numerous bioenergy companies and various lenders to discuss
our programs. We are currently training our Energy Coordinators on all of our pro-
grams including marketing and outreach.

Question 78. Biobased products and Biorefinery Assistance Program—As
you know, non-fuel biobased products, such as bioplastics, also made from renewable
biomass, provide similar benefits to biofuels—such as boosted rural economies, sub-
stantial job growth, greenhouse gas reductions and reduced use of petroleum. The
modern biorefinery will need to mimic the petroleum refinery platform in that it will
produce multiple products and materials from one feedstock. USDA has provided
some support for biobased materials through programs such as the Biobased Mar-
kets Program but how can USDA further incentivize these products? Should these
products qualify for the grants and loan guarantees under the Biorefinery Assist-
ance Program?

Answer. The Biorefinery Assistance Program is intended to assist in the develop-
ment and construction of commercial-scale biorefineries and the retrofitting of exist-
ing facilities using eligible technology for the development of advanced biofuels.
Projects where the primary product is an advanced biofuels can produce biobased
products as a secondary product. Consistent with Congressional intent, preference
is given to projects where first-of-a-kind technology will be deployed at the commer-
cial scale. Providing support under the Biorefinery Assistance Program to companies
that produce biobased materials but do not produce biofuels would be inconsistent
with the current statutory authority for this program. Furthermore, extending the
program to include companies that produce biobased products but do not produce
biofuels with no increase in program funding would reduce the funding available for
the development of advanced biofuels.

Question 79. Repowering Assistance Program—In light of the change in credit
markets since passage of the 2008 Farm Bill, do you believe that not providing ap-
plicants for the Repowering Program with any funding until after their project is
completed to be the best use of the funds provided and the best incentive to get
plants to undertake repowering projects? Did you consider utilizing the program to
assist plants in undertaking the repowering, in other words, helping them finance
the projects since they may not be able to get the financing from third parties?

Answer. In implementing this program, USDA took into consideration the man-
agers’ language in the farm bill conference report that encouraged the Secretary to
consider providing payments over a period of time to assure that the repowering
projects are operating as intended and that the goals of a reduction in fossil fuel
usage are being met. We considered many options with the goal of assisting success-
ful projects.

Question 80. BCAP—We have heard a lot of concerns regarding the implementa-
tion of BCAP. Can you explain why the program implemented the way it was? With
just the delivery payment portion being implemented and not the establish pay-
ments.

Answer. On May 5, 2009, a Presidential directive was issued to the Secretary of
Agriculture to accelerate the investment in and production of biofuels. In response
to that directive, I announced that we would help lead an unprecedented inter-
agency effort to increase America’s energy independence and spur rural economic
development. One of the targets of the Presidential directive was the expedited de-
livery of the matching payment portion of BCAP as a way to support the nation’s
biofuel and alternative energy goals.

In June 2009, USDA published a Notice of Funds Availability (NOFA) for the
matching payment portion of the BCAP.
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USDA published a proposed rule for the entire program on February 8, 2010, with
a public comment period that was open until April 9, 2010. We received over 24,000
comments and are working to develop a final rule as quickly as possible.

Question 81. BCAP—Can you please describe who got payments under BCAP?
What do you see moving forward for this program?

Answer. BCAP payments so far have gone to eligible material owners which in-
clude farmers, loggers, landowners, and aggregators of biomass that delivered eligi-
ble material to biomass conversion facilities. USDA entered into about 4,600 con-
tracts with participants who were to deliver biomass to over 450 facilities in 31
states. The biomass delivered was utilized by a mix of established and emerging in-
dustries including manufacturers, utilities, fuel pellet makers, and school districts.

Question 82. BCAP—Creating sustainable feedstocks for a growing advanced
biofuels industry is vital to meeting the Renewable Fuels Standard enacted by Con-
gress. The Biomass Crop Assistance Program (BCAP) in the 2008 Farm Bill is a
promising program that could help a lot of farmers get started growing dedicated
energy crops, but I have heard from farmers that USDA has been slow to implement
the establishment payment portion of the program, and that the restrictions and re-
quirements that USDA has proposed could really hamper its impact. What can
USDA do to get the establishment part of BCAP up and running quickly?

Answer. USDA is well on the way to delivering the establishment part of BCAP.
Moreover, a proposed rule covering matching payments for collection, harvest, stor-
age, and transportation of eligible material and farm level establishment and an-
nual payments for eligible crops was published on February 8, 2010. Over 24,000
public comments were received and we are moving to issue a final rule as soon as
possible consistent with completion of a Programmatic Environmental Impact State-
ment.

Question 83. Renewable biomass definition—The debate seems to be con-
tinuing over what the best definition is for renewable biomass definition. Do you
want to wade into this discussion?

Answer. USDA is responsible for implementing the 2008 Farm Bill in accordance
of the statutory requirements and definitions. All programs created or modified
under the 2008 Farm Bill reflect the statutory definition of renewable biomass.

Question 84. E15—Has USDA been working with EPA on E15?

Answer. Approval of the E15 waiver request would allow for a 15 percent ethanol
blend level in gasoline and is primarily a technical issue. USDA has been discussing
with EPA at the policy level the various ramifications of E15. EPA is keeping us
apprised of the status of the research and the decision making process.

Question 85. ILUC and EPA—We heard a lot of concern about the relationship
between USDA and EPA during the ILUC debate and that EPA did not consult
enough with USDA. Do you think this is the case?

Answer. USDA worked with the EPA as the EPA conducted its analyses and prep-
aration of the Notice of Proposed Rule Making (NPRM) for the RFS2 implementa-
tion, including work on ILUC. After the NPRM was published, the USDA continued
working and collaborating with the EPA prior to the final rule being published.

Question 86. Role of USDA—What do you see as USDA’s role in the renewable
energy debate? We keep hearing that USDA has the lead for developing energy
crops, but then we see that DOE is the one that seems to have most of the money
to give out in this area.

Answer. USDA plays a prominent role in the effort to address the nation’s bio-
energy goals. Renewable energy presents tremendous opportunities for our farmers,
foresters, and rural America to enhance rural growth and development, create green
jobs, reduce our dependence on fossil fuels, and improve our environment. USDA’s
role ranges from the research and support for the production of biomass to the de-
ployment and commercialization of technologies that produce biofuels and renewable
energy.

Approaching the nation’s bioenergy goals from an agricultural perspective, USDA
focuses on research to develop and produce bioenergy crops, as well as efforts to
build biorefineries and retrofit existing biorefineries. For decades, USDA research
has focused on plant variety development, taking advantage of its scientific and re-
search infrastructure and broad understanding of agricultural production, and is
uniquely prepared to continue to take the lead in developing energy crops.

For instance, the Agricultural Research Service (ARS) has a national program in
biofuels research based on three legs: feedstock development (taking advantage of
USDA-held crop germplasm resources and a long success in crop breeding); sustain-
able feedstock production (emphasizing research on biomass production on a large
scale while managing pests as well as soil, water, and air resources); and conversion
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science and technology (especially development of co-products from agricultural feed-
stocks, adding value to the production of the biofuels themselves). For years, ARS
has been doing research to enable development of forage grasses, turf, and other pe-
rennial grasses; sorghum; energy cane; oilseed crops; and other crops that are now
being applied to bioenergy feedstock development. Additionally, ARS has a strong
understanding of issues surrounding environmental sustainability—including soil
and water conservation—and the use of marginal farmland. ARS, along with the
National Institute of Food and Agriculture (NIFA) and the Forest Service (F'S), con-
tinues to focus on germplasm breeding and evaluation, and increased genomic un-
derstanding of cell wall content and synthesis, with a goal of creating, deploying,
and processing feedstock varieties yielding a range of renewable fuels and other val-
uable products.

Historically, the National Institute of Food and Agriculture (NIFA) has supported
biomass feedstock genetic development through the Small Business Innovation Re-
search (SBIR) Program (about $1 million per annum). NIFA has partnered with
DOE’s Office of Biomass Programs (OBP) on the two joint programs outlined above.
The NIFA contribution to the BRDI Program increases to $30 million in 2011 and
$40 million in 2012. In addition the NIFA competitive grants program, AFRI will
award grants totaling $40 million in 2010 and 573 million in 2011 for research in
sustainable production of biomass feedstock; capacity/formula funding from NIFA
supports an additional $17 million in biocenergy crop production.

The Rural Development mission area is committed to fostering productive invest-
ments which enhance and support the development of renewable energy. Since 2003,
Rural Development has assisted in making over $200 million in grants to improve
the energy efficiency and aid in development of renewable energy technology for ag-
ricultural producers, investing in grain harvesting and drying efficiencies, irrigation
technologies and in the infrastructure of rural communities which produce food,
fiber, and support mechanisms for rural communities, rural small businesses, farm-
ers and ranchers. Factoring in loans, loan guarantees, and loan grant combinations,
Rural Development has assisted in approximately $1.2 billion of development, in-
cluding renewable energy technologies which lower our dependence on fossil fuels.

New initiatives such as the Biorefinery Assistance program, the Advanced Biofuel
Payment program and the Repowering Assistance program are directly related to
investing in renewable energy projects which will use oil seeds, crop residues, bio-
mass and reduce our dependence on fossil fuels.

Rural Development Energy Investments, 2003-2009

Fiscal Year Projects Loans Combinations Grants

2003 187 $83,793,961 — $31,898,480
2004 190 $44,045,844 — $31,324,278
2005 185 $33,327,230 — $29,279,064
2006 487 $82,898,882 — $35,212,697
2007 489 $201,271,570 $18,114,430 $14,508,907
2008 840 $82,987,820 $30,172,387 $33,171,678
2009 1,610 $352,674,413 $76,782,101 $35,337,827

Total 3,988 $880,999,720 $125,068,918 $210,732,931

Title X—Horticulture and Organic Agriculture

Question 87. The 2008 Farm Bill was a landmark in U.S. agricultural policy for
many reasons, namely the recognition of specialty crops including fruit, vegetables,
tree nuts, floriculture, and nursery crops, and organic agriculture. The 2008 Farm
Bill dedicates almost $3 billion in funding over 5 years to areas of critical impor-
tance to these sectors including nutrition, research, pest and disease management,
trade, conservation and expansion of market opportunities. For the first time, the
2008 Farm Bill established a separate title to deal, specifically, with issues related
to specialty crops and organic agriculture. It is within Title X that these sectors of
American agriculture find their home and proper place in the living history of U.S.
agriculture policy.

Mr. Secretary, would you describe your views on the importance of Title X and
its long-overdue recognition of specialty crops and organic agriculture?

Answer. USDA commends Congress for including, for the first time, a specialty
crop and organic agriculture title in a farm bill. This Administration is committed
to the importance of fresh, nutritious food and raising the profile of locally grown
food, including specialty crops and organic agriculture. President Obama has made
a safe, sustainable, and nutritious food supply a central goal for USDA.
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I assure the Committee that USDA is committed to the integrity of the organic
label and recognizes organic farmers as leaders in environmental stewardship. Or-
ganic farmers deserve a high-quality program that penalizes farmers and operators
who violate the law and jeopardize consumer confidence in organic products.

Question 88. Plant Pest and Disease—In Section 10203 of the 2008 Farm Bill,
Congress amended the Plant Protection Act so that the Secretary has final say over
the funding necessary for plant pest emergencies. The Plant Protection Act gives
USDA the authority to tap other funds of the USDA as needed to address these
emergencies. Yet, for many years, USDA’s experts at fighting pest infestations have
seen the Office of Management and Budget refuse to release funds identified as cru-
cial to the effort.

Please tell us how the process of obtaining emergency funding has changed in
light of Section 10203 and please provide this Committee with all instances in which
USDA sought such emergency funding under the Plant Protection Act and if OMB’s
response to those requests.

Answer. USDA appreciates the flexibility that the Plant Protection Act provides
in enabling the Department to effectively respond to new and emerging pest and
disease threats. USDA continues to work through OMB in order to consult with the
President on fiscal matters. OMB consultation on emergency funding requirements
provides an important mechanism to ensure that sound funding decisions are made.
Since becoming Secretary of Agriculture, I have sent only two emergency funding
requests under the Plant Protection Act. OMB fully supported the request for $41.5
million in Commodity Credit Corporation funding to address the Asian longhorned
beetle in Massachusetts, as well as the request for approximately $11 million for
grasshopper outbreaks expected in some western states.

Question 89. Plant Pest and Disease—Section 10201 of the farm bill identified
the plant pest safety net as badly in need of repair. It dedicates $50 million a year
to improve operations at the Federal and state levels. While early indications are
this program is a success, it is not enough. Producers continue to face new invasive
pests that close markets at home and abroad and that attack the natural environ-
ment.

As we begin consideration of the next farm bill, please provide this Committee
with the Department’s recommendations on how we may improve the detection of
pests to avoid infestations and the response to those infestations when they occur?

Answer. Early returns of the Plant Pest and Disease Management and Disaster
Prevention programs of the 2008 Farm Bill indicate the success of this program. In
Fiscal Year (FY) 2010, the Animal and Plant Health Inspection Service (APHIS)
provides $45 million in Section 10201 funding to over 50 cooperators, including state
departments of agriculture, universities, nonprofit organizations and USDA agen-
cies. These cooperators are conducting over 200 projects to enhance and protect
American agriculture and natural resources. This is on top of the $12 million re-
leased during the FY 2009. APHIS is also seeking funding proposals through June
18, 2010, for $50 million in funding in FY 2011.

I would like to share two examples of how this program has helped APHIS protect
American agriculture from invasive pests. Funding from Section 10201 was provided
to the California Department of Food and Agriculture to implement the California
Agriculture Detector Canine Teams program for enhanced inspection and surveil-
lance of plant products entering the state via parcel delivery facilities and airfreight
terminals. These dog and officer teams are trained at APHIS state-of-the-art Na-
tional Detector Dog Training Center in Newnan, GA, through use of innovative
methods to detect agricultural contraband. A prime example of the great work the
canines are doing was when the Fresno County Dog Team picked up on a canvas
gym bag at the Fresno Airport, finding ten Asian citrus psyllids in leaf material,
which later tested positive for citrus greening disease. The gym bag was on its way
to a residence in Fresno, California, a major citrus-producing area where this dev-
astating disease has not yet been detected. By apprehending such contraband, these
teams safeguard agriculture by preventing plant pests and diseases from entering
California.

In addition to new initiatives funded under Section 10201, the funding has also
helped provide the final push needed to address plant diseases such as plum pox.
It took 10 years to eradicate plum pox virus in Pennsylvania, with the first detec-
tion made in a peach orchard in September 1999 and eradication declared on Octo-
ber 29, 2009. Section 10201 funding enabled us to complete the last stage of intense
m(l)nitoring in order to declare plum pox eradication in the Commonwealth of Penn-
sylvania.

As we look towards the next farm bill, I believe that it is important that we take
stock of the successes we have had with our existing plant pest and disease pro-
grams and examine whether there are areas that can be improved upon to better
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meet our shared goal of preventing and effectively responding to invasive pest incur-
sions. OQur agricultural safeguarding system in the United States consists of a com-
prehensive, interlocking set of programs that together work to protect U.S. livestock
and crops from foreign pest and disease risks. Our goal is to address plant pests
and diseases as early as possible through activities such as aggressive domestic sur-
veillance, offshore pest risk analysis and reduction, and inspections at inspection
stations, combined with robust emergency response and anti-smuggling activities.
This layered system goes hand-in-hand with activities carried out by U.S. Customs
and Border Protection, states, and our other partners.

As we examine the successes under Section 10201, we will also determine whether
additional actions can be taken to strengthen our overall agricultural safeguarding
system. USDA is committed to this effort, and looks forward to working with this
Committee as we identify any additional needs.

Question 90. Biotech regs—You reference new biotechnology regulations in the
appendix to your testimony as mandated per the farm bill. It has been reported that
USDA is considering requiring full Environmental Impact Statements for all new
biotech trait approvals. How would a proposed mandated EIS work within APHIS
given the agency’s resources and the lengthy delays in approval for many biotech
traits already in the pipeline?

Answer. USDA is not considering requiring full Environmental Impact Statements
(EIS) for all new biotech trait approvals. APHIS will continue to evaluate on a case-
by-case basis the appropriate environmental document to prepare to inform regu-
latory decisions on petitions for nonregulated status. When APHIS is asked to re-
view a petition to deregulate a biotechnology product, the decision on whether to
complete a full EIS or an environmental assessment is based on the Council for En-
vironmental Quality (CEQ) National Environmental Policy Act (NEPA) imple-
menting regulations and Agency NEPA implementing procedures. In all cases,
APHIS carefully considers the possible environmental impacts of each regulatory ac-
tion to ensure the appropriate level of science-based analysis required for a decision
is adequate and sufficient.

If APHIS were to complete an EIS for every trait approval, it would add signifi-
cant time and expense to approve each new product. We estimate that an EIS, on
average, costs $1 million—$1.5 million and takes approximately 3 years to complete.
By contrast, an environmental assessment costs less than $100,000 to prepare and
takes less than a year. We currently have 19 requests to deregulate, or approve, ge-
netically modified products before the Agency.

We have limited resources to carry out our biotechnology regulatory activities.
However, recognizing that the time it takes to complete these petitions is increasing,
I have taken a number of steps to address the backlog, such as establishing a new
NEPA team in APHIS devoted to preparing high quality and defensible environ-
mental documents that inform regulatory decisions. Additionally, I have requested
$5.8 million in additional funding in the FY 2011 budget request, which would allow
APHIS to hire additional staff to keep up with the increased workload.

Question 91. Know Your Food, Know Your Farmer—Local Food—The Com-
mittee supports local agriculture and local food systems. Often the Department’s
statements about local food tie it to economic development but shouldn’t this mes-
sage be tied to a message to eat more agricultural products like fruits and vegeta-
bles? Otherwise, any economic gain made locally is an economic loss somewhere
else. Western states, particularly California, supplies fruits and vegetables for the
country and for the world.

Is USDA telling East Coast consumers that they should not purchase products
grown in the West and Northwest?

Answer. No, encouraging consumers to learn more about where their food comes
from and how it is grown helps them to better understand and appreciate the chal-
lenges farmers face, which benefits all agriculture. In addition, educating consumers
on the source of their food enables a greater appreciation for the energy involved
in transporting food from field to market.

USDA’s priorities, initiatives, and budget must be targeted to innovative ap-
proaches that drive economic opportunity in rural communities. Place-based eco-
nomic development strategies and marketing strategies are one approach to helping
support rural economies grow jobs and increase farm income. Local and regional
food systems are a small but fast-growing market. We are working to help producers
and rural communities take advantage of these market opportunities.

We are also working to increase access to nutritious food and to promote healthy
diets including increased consumption of fruits and vegetables, low fat dairy prod-
ucts and lean proteins. One of the benefits of linking these efforts together in the
Know Your Farmer, Know Your Food initiative (KYF2) is that they can be mutually
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reinforcing, for example by linking education about farming, nutrition, and the im-
portance of rural America.

Question 91a. We have noted more inclusive messaging from the Department in
the last few weeks regarding Know Your Food, Know Your Farmer, but I have a
question, as consumer preferences continue to shift and change, how does the De-
partment ensure that its messaging does not seemingly pit producers against each
other with regards to size, production practices or location?

Answer. USDA programs aimed at supporting producers are size neutral. Our em-
phasis is on identifying emerging economic opportunities in the direct and local
marketing sector that producers of any scale could conceivably pursue if they were
interested. At no point do we make claims that any type or scale of production is
superior to any other. The revitalization of the rural economy through more con-
centlrate% efforts to build local and regional food systems must target all sizes of ag-
ricultural.

Question 92. Pesticides—Endangered Species Act—As a result of a recent
court decisions ranging from intersection of pesticide application and the Clean
Water Act to inter-agency consultation required under the Endangered Species Act,
EPA seems to be forced into developing restrictions on critical crop protection prod-
ucts that will likely result in the prohibition or significant restriction of their use.
No one wants to harm the environment, however, recent court actions have growers
increasing worried about their ability to access tools essential to their operations.

Would you describe for the Committee the interaction of the Department with
EPA on pesticide related issues in general and the ESA in particular?

Answer. NRCS has been in communication with EPA on a continued basis work-
ing with the Pesticide Program Dialogue Committee on pesticides applications. To
address concerns of agro-ecosystems that may affect various endangered species
habitats, NRCS has recommended that the conservation planning process be used
to develop a conservation plan. The purpose of the conservation plan will be to allow
the producer to use the practice standards that are best suited for the treated site
or tract of the farm “Best Management Practices” that does not degrade natural re-
sources (soil, water, plants, animals, air, and human).

Question 93. Organic—Mr. Secretary, the National Organic Program is the De-
partment’s most visible programmatic component in its efforts to recognize the
growing demand for organic agricultural products. In the past it has been a light-
ning rod for criticism. I commend you and Deputy Secretary Merrigan for the pro-
gram’s new leadership and direction, particularly its new focus on enforcement.

How do you see the role of the NOP in ensuring that consumers are getting what
they pay for when they buy USDA certified organic?

Answer. Organic farmers deserve a high-quality program that penalizes farmers
and operators who violate the law, thereby jeopardizing consumer confidence. USDA
has developed a comprehensive plan for evaluating and improving the NOP for pro-
ducers and consumers alike.

USDA'’s Office of Inspector General (OIG) recently announced the findings of their
audit of the NOP. The review provided valuable information and highlighted the ne-
cessity for the reforms USDA is in the process of implementing. All of these activi-
ties will enhance compliance with program regulations and ensure the integrity of
the organic label.

One of the many improvements that the NOP is implementing is the development
of the NOP Handbook. The handbook will provide clarity and consistency to certifi-
cation agencies, organic producers and handlers concerning the NOP regulations
and address many of the OIG findings.

In February 2010 the Access to Pasture final rule was published. This rule is in-
tended to build consumer confidence that organic milk and meat comes from organi-
cally raised animals that are actively grazing on pasture during the grazing season.
The final rule allows the NOP to efficiently administer and enforce the integrity of
the organic seal with regards to livestock feed and living conditions.

A $3.1 million increase has been proposed in the NOP budget for 2011. These
funds will be used to: conduct more surveillance of foreign accredited certifying
agents; increase the program’s capacity to investigate complaints and violations
(both domestic and foreign); and educate certifying agents worldwide to ensure the
organic regulations are consistently implemented.

In response to a National Organic Standards Board (NOSB) recommendation for
a third party review, the NOP is undergoing an audit and peer review process with
the National Institute of Standards and Technology (NIST). This process along with
the development of a quality management system will improve the quality of the
program and enhance the program’s ability to protect organic integrity. We expect
to receive the findings of the NIST audit by the end of the 2010 Fiscal Year.
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In September 2009, USDA announced that the NOP would become an inde-
pendent program area within AMS because of the increased visibility and emphasis
on organic agriculture throughout the farming community, evolving consumer pref-
erences, and the enhanced need for governmental oversight of this widely expanded
program.

The NOP will be implementing a program for periodic residue testing as outlined
in the Organic Foods Production Act of 1990. Residue testing will be used to identify
problems and enhance organic integrity.

Question 93a. We have heard a lot about organic agriculture being integrated into
all departments at USDA. Can you describe what exactly the Department is doing
to ensure that organic agriculture is recognized within all USDA program areas?

Answer. In addition to the National Organic Program, there are a number of pro-
grams and policies implemented by USDA to support organic production. Many of
these programs were included in the 2008 Farm Bill as organic agriculture, and hor-
ticulture had its own title for the first time. The 2008 Farm Bill included a five-
fold increase in mandatory funding for organic programs over funds mandated in
the 2002 Farm Bill, and authorized additional funding for many of these programs.
Most of the mandatory funds are for two existing organic programs—the organic re-
search program and cost-share assistance program to help growers and handlers
with organic certification costs. The legislation also included new organic provisions
on credit, trade, crop insurance and conservation.

USDA implemented a new organic conservation initiative in 2009 under the Envi-
ronmental Quality Incentive Program (EQIP) aimed at assisting organic and transi-
tional farmers. This new initiative makes conservation practices related to organic
production and transition to organic production eligible for payments under the
EQIP conservation program. The EQIP Organic Initiative obligated over $36 million
last year in financial assistance under nearly 1,500 contracts with certified and
transitioning organic farmers in 49 states. Over 300,000 acres of farmland are en-
rolled under these contracts.

Question 94. Farm Structure—As we head into deliberations on the 2012 Farm
Bill some have questioned whether we are developing a bifurcated agricultural sys-
tem in the U.S. with a disappearance of the traditional mid-sized family farm.

Can you tell us how some of your new efforts including Know Your Farmer, Know
Your Food can help producers too big to sell directly in farmers markets find mar-
kets in which they can earn fair value for their product?

Answer. Know Your Farmer, Know Your Food (KYF2) is working to enhance op-
portunities for the so-called “disappearing middle” in several ways. For example, one
challenge we have heard from farmers who are too big for farmers markets is a lack
of infrastructure, both physical and logistical, for aggregating, processing, and dis-
tributing to local and regional markets. We are working to support and enhance the
needed infrastructure by coordinating our work under existing authorities and pro-
grams to identify and address the needs, such as for slaughter capacity for livestock
for local and regional markets, and for “food hubs” that aggregate and distribute
produce and other agricultural products. Our farm-to-school tactical teams are work-
ing to understand the bottlenecks and opportunities in supplying more local prod-
ucts to schools, making it easier for farmers to serve this rapidly-growing market.

Question 95. Farm Structure—With the success and popularity of programs like
farm to school in which producers sell directly to their local school district, I have
a question, do you see other opportunities to maximize nutritional benefit for par-
ticipants and stimulate local ag economies by linking nutrition programs directly
with regional agriculture?

Answer. USDA’s Know Your Farmer, Know Your Food (KYF2) initiative is a
USDA-wide effort to create new economic opportunities for farmers and ranchers by
better connecting consumers with local producers. This initiative is one of many ef-
forts by the Obama Administration to revitalize rural American communities.

One key component of KYF2 is the creation of an interagency Farm to School
Team. During this fiscal year, the Farm to School Team is visiting 15 school dis-
tricts in nine areas across the country of varied demographics and implementation
stages of a school’s farm to school efforts. During these visits, the Team will work
with local farmers, local and state authorities, school districts, and community part-
ners to analyze and assess variables that support or deter farm-to-school activities,
both from the school and farmer perspectives, as well as the effects the district’s
farm to school activities have had on the school and community. The information
gathered during these site visits will be used to develop and update appropriate re-
source materials, guidance, and technical assistance for both schools and farmers.
We also expect the visits will provide valuable information on proven and practical
ways to link nutrition programs with regional agriculture that can be adopted in
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other areas across the country to help increase the consumption of fresh fruits and
vegetables and other local agricultural products, including organic products.

The Supplemental Nutrition Assistance Program (SNAP) also offers a linkage
with local and regional agriculture. It is a Food and Nutrition Service (FNS) priority
to increase the number of farmers’ markets that accept SNAP benefits to ensure
that participating SNAP households can access the healthy and nutritious food of-
fered at markets.

In the past 3 years, the number of SNAP authorized direct marketing farmers and
or farmers markets has increased by at least 200 each year. Currently, more than
1,100 farmers’ markets are authorized as SNAP retailers. The President’s Fiscal
Year 2011 budget offers an opportunity to expand SNAP participation to non-par-
ticipating farmers’ markets by proposing $4 million to equip farmers’ markets with
the wireless Electronic Benefit Transfer (EBT) equipment that is usually needed in
the environment in which farmers’ markets operate.

In the past year, FNS has also simplified the authorization processes for farmers’
markets to become SNAP retailers and the approval process to offer incentive bo-
nuses to SNAP customers. The incentive bonuses are funded by private foundations,
nonprofit organizations and local governments. SNAP customers may also access the
local and regional agriculture through authorized community supported agriculture
and roadside stands.

Title XI—Livestock

Question 96. Animal ID/Traceability—Millions of taxpayer dollars have been
spent to support the implementation of a Federal animal identification and
traceability system, whether voluntary or mandatory, with very disappointing re-
sults. Without a functioning and efficient traceability system in place, a foreign ani-
mal disease incursion such as food and mouth disease would have absolutely dev-
astating effects on animal agriculture in this country. USDA’s current traceability
initiative puts the responsibility on the states to develop animal identification and
traceability systems. Does USDA believe that state control will increase participa-
tion? If so, why? How will USDA coordinate these various state systems to control
and oversee interstate movement? Are USDA’s current statutory authorities ade-
quate? In the face of an animal disease outbreak, what confidence do you have that
this approach to traceability will be effective?

Answer. USDA believes state control is crucial to increasing participation in ani-
mal disease traceability. USDA will establish new regulations that will require that
animals moving interstate be traceable and that the animals be officially identified.
The regulations will be outcome based in the form of traceability performance stand-
ards. Each state and Tribe will develop a traceability plan with input from their
producers that meets the performance standards. Working with producers on the
local level, states will be able to enhance traceability in areas that need the most
improvement. The use of official animal identification will increase in animals that
move interstate. During last year’s listening sessions, producers indicated their de-
sire that identification data be managed at the state level.

USDA is working with the states and Tribes to ensure that traceability ap-
proaches are coordinated and integrated. For example, USDA will continue to be re-
sponsible, in collaboration with states and Tribes, for determining nationally which
forms of identification can be considered official. We will also work with the states
and Tribes to ensure that their databases and other information technology are com-
patible and can communicate with one another. The new framework calls for USDA
to establish, through regulation, specific traceability performance standards that
states and Tribes must meet in order to establish effective traceability programs to
allow interstate movement of livestock.

Our new approach builds off USDA’s existing disease programs, such as the bo-
vine tuberculosis and brucellosis programs. Many cattle producers are used to tag-
ging their cattle as part of these successful control and eradication programs. The
sheep scrapie program also relies on this kind of tag-based system—it’s cost effective
and producers are very pleased with the approach. USDA has held data for these
programs for many years without FOIA concerns. As diseases are eliminated in
states, producers no longer need to participate; this is why gaps in animal disease
traceability exist today. Our new approach to animal disease traceability would
glose these gaps while building off of systems that are successful and trusted by pro-

ucers.

USDA'’s current statutory authorities are adequate to carry out its traceability re-
sponsibilities. The Animal Health Protection Act of 2002 (7 U.S.C. 8301-8317) gives
the Secretary of Agriculture broad authority to detect, control, or eradicate pests or
diseases of livestock or poultry. Under this law and current regulations, USDA has



115

the authority to enact proper response measures in the event of an animal disease
event.

Implementing the new framework, with focus on interstate livestock movements,
supports our efforts to increase the timeliness of a response by implementing a per-
formance based traceability system. As the new framework is put in place, we will
evaluate our capabilities in accordance with the traceability performance standards
and will work with states needing improvement. This approach ensures gaps in
traceability are resolved before an outbreak.

Question 97. Competition—There continues to be concern about competition and
market manipulation. Are you seeing areas of concern with regard to market manip-
ulation? If so, what are they? The 2008 Farm Bill directed USDA to promulgate reg-
ulations within 2 years on this matter under the Packers and Stockyards Act. What
is the status of these regulations? When can we expect them to be published?

Answer. In some areas such as the Texas, Oklahoma, New Mexico marketing re-
gion for cattle, committed procurement has increased from an average of 55 percent
in 2009 to above 70 percent at the end of 2009. In late 2008, the volume of cattle
traded through contracts exceeded the volume of cattle traded through the nego-
tiated market.

Today’s cattle and hog market is highly concentrated and coordinated. Negotiated
markets are thin, with fewer and fewer negotiated transactions. In these market
conditions, the negotiated price may not accurately reflect actual supply and de-
mand, and a single packer could possibly manipulate prices and the timing of pur-
chases to distort prices. Thin markets also have the potential to affect contract
prices. In hogs, the spot market is now eight percent. GIPSA is actively monitoring
the market and will take action when justified to prevent unfair or anti-competitive
practices.

Competition in the livestock marketplace will be a source of review at the Colo-
rado competition workshop on August 27, 2010 in Fort Collins. Livestock markets
are very complex, and that is why having an open and transparent dialogue with
farmers and experts on these issues are important. Over the next several months
we will be having a series of public workshops jointly with the Department of Jus-
tice to discuss agricultural competition. With these workshops, we do not prejudge
outcomes at this time, but they will help inform our decisions.

GIPSA is in final clearance on a proposed rule to carry out regulations as required
by the 2008 Farm Bill’s livestock title, with the intention to publish this rule by
late spring.

Question 98. COOL—The final rule on the implementation of COOL was pub-
lished in March 2009. How is the implementation going? What is the level of compli-
ance? Is compliance increasing? What is USDA doing to ensure compliance?

Answer. On March 16, 2009, the newly implemented COOL final rule took effect
requiring retailers to label covered commodities with the country of origin for beef,
pork, lamb, chicken, goat meat, wild and farm-raised fish and shellfish, perishable
agricultural commodities, peanuts, pecans, ginseng, and macadamia nuts. Approxi-
mately 37,000 retail establishments are covered by COOL. The USDA entered into
cooperative agreements with all 50 states to carry out the reviews. The state inspec-
tors recently received additional training to ensure review procedures and COOL re-
quirements are consistently and accurately applied. The in-store reviews for all cov-
ered commodities began in June 2009.

e USDA plans to review 12,741 covered retailers by the end of the first full year
of enforcement, which ends September 30, 2010. As of April 30, 2010, approxi-
mately 8,300 of the 12,741 scheduled retail reviews have been conducted.

e In calendar year 2009, COOL reviews were performed in 3,871 retail stores
where approximately 1.16 million item types (e.g., U.S. Choice Strip Steak, pork
chops, bin of tomatoes, packaged carrots, Tilapia fillet, etc.) were evaluated. The
reviews were conducted during the final 6 months of the year.

e Out of the 1.16 million item types reviewed at retail from June 2009 through
December 2009, greater than 96% were properly labeled for country of origin.

Question 99. Food Safety—America has the safest food supply in the world, yet
there have been a number of recalls of adulterated or potentially adulterated prod-
uct in recent years. What is USDA doing to not only ensure a safe food supply but
also to reassure the public that their food is safe?

Answer. 1 agree that recalls and foodborne illnesses indicate a breakdown in the
food safety chain, and would like to reiterate that reforming our food safety system
is a priority of President Obama’s Administration. This is why the President created
the Food Safety Working Group, co-chaired by me and Health and Human Services
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Secretary Kathleen Sebelius. The Food Safety Working Group’s top priority is pre-
venting foodborne illness.

The Food Safety Working Group made recommendations last year to improve our
food safety system, and we have already implemented a number of those rec-
ommendations to protect consumers. For example, USDA has expanded sampling for
E. coli O157:H7 in raw ground beef.

Another priority for the Working Group was to redesign and update
www.foodsafety.gov, the government gateway through which consumers can access
food safety information. The new website was launched in the fall of last year, and
is one way that USDA is reminding the public about what we do every day to main-
tain a safe food supply and prevent foodborne illness, as well as what consumers
can do to handle food safely.

USDA is also improving its efforts to combat foodborne pathogens. The Depart-
ment has had a zero tolerance policy for E. coli O157:H7 in ground beef for more
than 15 years, and USDA continues to develop new policies, to further protect public
health, on emerging pathogens, such as six strains of non-O157 Shiga toxin-pro-
ducing E. coli (STEC) that are found in food and cause serious foodborne illness.
In order to effectively regulate these pathogens, USDA has been working to develop
a validated laboratory method to test for each of the strains of non-O157 STEC that
are of public health concern. To date, a screening test has been developed to detect
four of the six strains, and a confirmatory test is under development.

In addition, we are intensifying our efforts to combat Salmonella and
Campylobacter in poultry products by tightening existing performance standards for
Salmonella and instituting performance standards for Campylobacter for the first
time. By revising current performance standards and setting new ones, FSIS is en-
couraging establishments to make continued improvement in the occurrence and
level of pathogens in the products that they produce.

Finally, we are continuing to develop the Public Health Information System to
help the Agency more rapidly and accurately identify trends, patterns, and anoma-
lies in data and thus allow us to more efficiently, effectively, and rapidly protect
public health.

Question 100. Market price volatility—Many of the problems in recent years
can be traced to price volatility. How can price volatility be addressed in the next
iarrr}) bill without getting government further involved in management of the mar-

ets?

Answer. Price changes that reflect shifts in underlying supply and demand condi-
tions help markets adjust production and consumption patterns. Market trans-
parency is one critical factor that facilitates price discovery and helps foster fair, ef-
ficient, and competitive markets. Many agricultural commodity markets have shift-
ed away from open spot market trading toward privately negotiated trading and a
wide variety of marketing agreements, formula pricing arrangements, forward con-
tracts, and other vertical coordination mechanisms. A consequence of the shift away
from open market trading has been a reduction in the quantity of publicly avail-
ability information on marketplace prices, volumes, and related characteristics,
which can put producers at a disadvantage. While programs such as Livestock Man-
datory Reporting impose reporting requirements on segments of the agricultural and
food production system, such requirements do not involve government being in-
volved in the management of markets. The increased market transparency can as-
sist price discovery and allow markets to more accurately reflect supply and demand
conditions, however as the open spot markets become thin as they have in recent
years they also become increasingly volatile due to a loss in liquidity. They also be-
come increasingly susceptible to price distortions, intentional or unintentional, re-
gardless of the increased information, which again can put producers at a disadvan-
tage and may require governmental interventions in certain situations.

Title XII—Crop Insurance and Disaster Assistance Programs

Question 101. SURE/disaster—One of the complaints of the SURE program is
that a major factor in the calculation is the level of crop insurance coverage pur-
chased, when this type of disaster assistance is often most needed in areas where
crop insurance has not typically worked well and therefore where there are not high
levels of buy-up coverage. SURE payments have been distributed for 2008. Have you
been able to compare the geographic distribution of these payments with where dis-
ast(g?s certainly caused crop loss to determine how well targeted this program is to
need?

Answer. First, it is important to remember that SURE is but one component of
the safety net, along with Direct and Counter-Cyclical Payments, the Average Crop
Revenue Election, Federal Crop Insurance, Non-Insured Crop Disaster Assistance,
and Loan Deficiency Payments and Marketing Assistance Loans.
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SURE is a revenue based crop-loss assistance program which requires that all of
a producer’s farms or land in the United States be considered as one farm. By calcu-
lating disaster payments on a crop-by-crop basis rather than by considering all crops
on all farms, more crop losses would probably qualify for disaster payments. There-
fore a normal, or better than normal, crop on one or more farms would very likely
offset losses due to natural disaster of one or more crops on another farm.

I look forward to working with you regarding the disaster programs during up-
coming work on the next farm bill.

Question 102. Sodsaver and Breaking Lands Working Group—What is the
status of the working group’s discussions? Couldn’t RMA help address the concerns
that new land is still being broken out for production by changing its policy on APH
transferability?

Answer. An APH database from land with existing actual yields (i.e., APH trans-
ferability) is generally not used to provide a guarantee on newly broken acreage.
The Common Crop Insurance Policy—Basic Provisions provides that acreage which
has not been planted and harvested or insured in at least one of the three previous
crop years is generally uninsurable, unless the acreage was planted to comply with
another USDA program (e.g., Conservation Reserve Program (CRP)); or such acre-
age constitutes five percent or less of the insured planted acreage in the unit; other-
wise, such acreage must be insured by written agreement. The written agreement
is an individually reviewed offer of insurance to a producer made by RMA’s Regional
Offices. Insurance coverage by written agreement requires the date the land was
broken out and agricultural experts’ agreement that sufficient time existed for the
organic matter to break down and allow the soil moisture to regenerate; soil surveys
supporting production of the commodity, including the appropriate soil types of the
newly broken acreage and consideration of any additional risks such as salinity,
drainage, moisture problems, etc. The majority of requests for these types of written
agreements are due to long crop rotations and land that has set idle for too many
years after coming out of CRP. These written agreements require that the crop
planted on the newly broken acreage, prior to insurance attaching, must appraise
at a yield equal to or greater than 90 percent of the approved yield used to deter-
mine the production guarantee. Approximately 70 percent of all written agreements
nationwide for newly broken acreage offered a production guarantee per acre equal
to, or less than, the county T-yield, not the existing actual yield of an existing APH
database.

RMA is near completion of an evaluation of its procedures for newly broken acre-
age and plans to make its findings available.

Question 103. Organic—The Department has recently completed its study on
crop insurance for organic production.

What course of action the Department is heading in moving forward on this issue
and how does it fit in the broader framework of plans to reform the crop insurance
program.

Answer. RMA continues to move forward in improving crop insurance coverage for
organic producers so they will have viable and effective risk management options
like many of the conventional crop programs. This includes establishing dedicated
price elections for organic crops when supported by data and sound economic pricing
principles. RMA will continue to capitalize on improved data collection and sharing
of organic production and price data occurring throughout USDA, an initiative to
better leverage the resources of all of our agencies to address this important seg-
ment of agriculture.

RMA will also continue to evaluate the loss experience of both organic and con-
ventional practices to ensure that premium rating is commensurate with the level
of risk for each. This includes revising surcharges for those areas or situations that
merit such consideration. Finally, RMA will review its program materials to ensure
that existing procedures specific to organic production is accessible and more readily
understood by producers.

While challenges remain, we believe important steps are occurring that will lead
to establishment of effective risk management protection for the various organic
growers and crop industry that will position them to better utilize this important
program in their management and financing practices. A viable and prudent risk
management program for organic growers is consistent with our efforts of making
the Federal crop insurance program available to a broader spectrum of producers
in all areas of the country, and doing so in a fiscally responsible manner.

Last, as RMA has negotiated with the crop insurance industry for a new Standard
Reinsurance Agreement, several initiatives have been included to better balance the
needs of states that previously have been underserved, or less served, to enhance
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the service and risk management options that may be available similar to that expe-
rienced in many of the traditional row crop states.

Title XIV—Miscellaneous (Includes Minority Farmer Outreach and Ag Security)

Question 104. Office of Advocacy and Outreach—I am pleased to see that you
have made creation of the Office of Advocacy and Outreach (OAO) a priority,
through your commitment of both personnel and resources. Housing programs that
support beginning, small, disadvantaged, and minority farmers and ranchers in one
place is not only sensible from an economic and administrative standpoint, but it
clearly elevates the importance of these groups, which is long overdue. One of the
most important things that OAO can do is to collect and track the data that informs
us about the effectiveness of targeted programs. I notice that, in your appendix, Sec-
tion 10708 is not yet up and running. When do you expect to begin department-wide
data collection?

Answer. Thank you for your support for the Office of Advocacy and Outreach
(OAO). We are moving forward with implementation of Section 10708. The USDA
agencies have agreed on a uniform format and process to collect the data. The Farm
Service Agency (FSA) and the Natural Resources Conservation Service (NRCS) will
collect customer declared data from farmers and ranchers using a new Data Collec-
tion Form. Rural Development (RD) will continue to collect the data from applicant
and participants as they have in the past, and will modify their system to collect
whether an applicant or participant is a farmer or rancher. OAO, FSA, NRCS, RD
and the National Agricultural Statistic Service (NASS) have consensus on require-
ments and process for data to be sent to NASS for publication. Data from a pilot
effort this fiscal year will be published in 2011.

Question 105. Assistant Secretary for Civil Rights—My understanding is that
the Office of the Assistant Secretary for Civil Rights was originally created in the
2002 Farm Bill to follow all civil rights issues, both administrative and pro-
grammatic. However, it seems that ASCR is currently focusing just on old adminis-
trative claims. Can you clarify the role of the ASCR in the larger revamped organi-
zation, under an Assistant Secretary for Administration?

Answer. USDA leadership has established civil rights as one of its top priorities.
To be successful, all employees must be committed to making the Department a
model in the Federal Government for respecting the civil rights of its employees and
constituents. USDA is in the process of changing the direction of its equal employ-
ment opportunity and civil rights programs. This new approach will ensure fair and
equitable treatment of all employees and applicants. It also will improve program
delivery to every person entitled to services. This effort will assist the Department
to address past errors, learn from its mistakes, and move forward to a new era of
equitable services and access for all.

USDA’s plans include:

e Increasing Alternative Dispute Resolution (ADR) usage in program civil rights
and equal employment opportunity complaints;

e Reducing the inventory of program civil rights complaints;

o Aggressively providing civil rights training for USDA employees and political
appointees, with specific concentration on those persons in the field offices of
the Farm Service Agency and Rural Development where increased filings of dis-
crimination complaints have occurred;

e Revamping the Civil Rights Enterprise System (the database for management
of the employment and program complaints); and

e Providing greater focus and attention on civil rights issues and accountability
for implementation of civil rights policies through Agency Head Assessments.

The mission of OASCR remains the administrative and programmatic processing
of all complaints of discrimination. Certain administrative functions have been
strengthened with the placement of OASCR in Departmental Management which
will enhance the efficiency of overall operations.

Question 106. Data Mining—Data mining has been used successfully under RMA
to combat fraud and abuse. Are you considering any expansion of that the use of
data mining to other programs, like SNAP for example?

Answer. The Food and Nutrition Service (FNS) currently uses data mining tech-
nology to combat fraud in SNAP. Since 1997, SNAP has used a fraud detection sys-
tem, called ALERT (Anti-Fraud Locator for Electronic Benefits Transfer (EBT)
Transactions), to monitor electronic transaction activity and identify suspicious re-
tail grocers for analysis and investigation.

ALERT provides monitoring of fraudulent activity by retailers and support to the
individual states’ integrity efforts. The system receives daily transaction records
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from EBT processors and conducts analysis of patterns in the data, which indicate
potential fraudulent activity by stores. FNS investigators and compliance offices use
system reports and queries to identify and document cases. Other users include
USDA Office of the Inspector General (OIG) investigators and FNS staff members
of regional and field offices. The system enables investigators to focus their efforts
more efficiently and provides them with the necessary audit trail to support legal
action in cases where fraudulent or unauthorized activity is confirmed. Illegal activ-
ity can thereby be quickly thwarted, and program costs reduced.

ALERT has proven to be a critical tool in the Agency’s fight against SNAP benefit
trafficking, which is the exchange of SNAP benefits for cash. The FNS Office of Re-
search and Analysis conducts periodic assessments of trafficking rates. The first as-
sessment evaluated SNAP redemptions in 1993 and determined that $811 million
in program benefits were trafficked annually. The most recent estimate analyzed
the period of 2002-2005 and determined that trafficking diverted $241 million in
program benefits annually, or 1¢ of each dollar. The introduction of EBT and
ALERT contributed in important ways to this decline in trafficking, resulting in a
trafficking total that is less than 20 percent of the value diverted in 1993.

FNS is continuing to look for ways to improve the ALERT system. The Agency
is currently updating the ALERT system to a web-based application that will take
full advantage of enhanced fraud detection technologies not available in the existing
system in an effort to increase the volume of fraud detection on an ongoing basis.
Following a national procurement, FNS awarded a new contract to SRA Inter-
national in August 2009 to conduct additional data mining and incorporate the use
of Geographic Information System (GIS) tools to interpret complex relationships
among billions of SNAP electronic transaction records that might otherwise be dif-
ficult to detect.

In coordination with SRA International, FNS is already developing the following
data mining techniques to improve SNAP fraud detection capabilities:

e Network and Link Analysis: identifies network or linkage patterns between re-
tailers that may indicate fraudulent behavior using a variety of approaches;

e Advanced Geospatial Analysis;

e Trafficking Predictive Models: identifies retailers most and least likely to be en-
gaging in trafficking of SNAP benefits to better target Agency resources; and

e Retailer and Client Behavior: profiles the normal behavior for retailers and cli-
ents across multiple dimensions, such as geographical location or transaction
amount. The intent is to derive multidimensional profiles that can be used for
analysis, anomaly detection and additional input into predictive models.

Implementation Process and Next Farm Bill

Question 107. Drafting regs—How long does it take the Department to get a reg-
ulation written for a program? In other words, how much lead time do we need to
give USDA in the next farm bill to have programs up and running for Fiscal Year
2013 so we don’t face the situation we’ve got now where a number of programs still
don’t have final rules?

Answer. Since enactment of the 2008 Farm Bill, USDA has worked diligently to
draft and publish final farm bill regulations. I am proud of the overall speed and
thorough implementation record of our Department on the farm bill. There are a
number of factors that make the time it takes to write and issue a final regulation
highly variable, including the volume of regulations, complexity of programmatic
changes, Executive Branch review, the extent of public notice and comment, and an-
alytical requirements. Prior to publication in the Federal Register, agencies must
draft the rule and conduct required analyses. This can vary considerably based on
the complexity of the rule and the need to develop software and other administra-
tive tools necessary to implement program changes. Furthermore, under Executive
Order 12866, the Office of Management and Budget is provided up to 90 days re-
view for each stage of a significant or economically significant rulemaking (although
OMB has worked closely with us to clear several regulations under significantly
tighter time-frames). In addition, a regulation requiring an environmental impact
analysis can take anywhere from 18 to 24 months to complete. Notice and comment
rulemaking for a proposed rule can include a public comment period ranging from
30 to 120 days plus additional time to analyze public comments prior to issuing a
final rule. For other titles, agencies have utilized direct final or interim rulemaking
authority as appropriate to facilitate the rapid implementation of mandatory pro-
gram changes or non-significant updates to existing programs. However, given the
sheer number of regulations needed to implement the farm bill, the limited number
of staff available for drafting regulations, and the breadth and depth of the 2008
Farm Bill, it still takes considerable time to address and fully implement every pro-
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vision of the 2008 Farm Bill. Given the massive volume of work, we have been care-
ful to give the highest priority to writing the regulations that have the greatest im-
pact on farmers, ranchers, and other constituents.

Question 108. Drafting regs—We have heard anecdotal stories that some agen-
cies have to contract out the regulation writing process. Is this the case? If so, how
much time does this add to the process?

Answer. Yes, some agencies within USDA utilize contractors to facilitate the de-
velopment of regulations. Because the regulatory work load needed to implement a
farm bill is significantly higher than other times, some agencies rely on contractors
to provide regulatory drafting and analytical services. Utilizing outside sources aug-
ments the work of existing dedicated staff and increases the ability of an agency
to implement regulations in a more timely fashion.

Questions Submitted by Hon. Stephanie Herseth Sandlin, a Representative
in Congress from South Dakota

Question 1. Sun Grant Initiative—Mr. Secretary, as you know, the Sun Grant
Initiative has been operating since the 2002 Farm Bill, was reauthorized in the
2008 Farm Bill, and received programmatic funding through the Fiscal Year 2010
Agriculture Appropriations Bill. South Dakota State University helps to lead the
initiative, which is a national effort of regionally based competitive biomass research
programs.

The Growing America’s Fuel document released by the Administration mentions
that five regional centers will be developed to lead the nation in terms of bioenergy
feedstock research and development.

The Fiscal Year 2011 budget request proposes $33 million, out of an overall in-
crease of $163 million for USDA’s Agriculture and Food Research Initiative, to be
targeted to bioenergy research, including funding for university-based biomass re-
search centers. Another $10 million in proposed increases in FY11 for the Agricul-
tural Research Service would be designated to support five new, regionally diverse
bioenergy feedstock research centers.

I believe the SGI centers have the requisite expertise, experience, regional diver-
sity, and working partnerships with private industry, to both carry out its author-
ization and accommodate the regional biomass research program proposed by the
Administration.

If the five centers mentioned in the Growing America’s Fuel document aren’t the
five Sun Grant Initiative regional centers, how would the department explain the
need for additional centers and that five new centers would not be duplicative?

Answer. The USDA Centers are being created by coordinating current research
conducted by the USDA Agricultural Research Service (ARS) and Forest Service,
thus building on existing USDA research strength to support Congress’ goal to pro-
vide 36 billion gallons of renewable fuels by 2022. The USDA centers, organized
from ongoing ARS and Forest Service research on alternative energy sources, will
not duplicate but complement SGI efforts by taking full advantage of current Fed-
eral capabilities and resources. Without taking action, the nation may not be able
to produce the large amounts of feedstocks required to achieve this goal.

The five USDA Regional Biomass Research Centers will fully leverage relevant
research capacities at university, for-profit, and other governmental research part-
ners. Thus, the Centers are fully complementary to the Sun Grant Initiative’s re-
gional projects, and their partnership with the USDA Centers will enhance the im-
pact of both Sun Grant and USDA Centers’ research. As stated in the President’s
budget proposal, each Regional Center will “[cloordinate efforts with research con-
ducted by the DOE Biomass Program’s Regional Feedstock Partnership [Sun Grant
Initiative (SGI) efforts], the Integrated Biorefinery project, and the Office of
Science’s Bioenergy Research Centers.” Further, the “Growing America’s Fuels” doc-
ument states that “The existing multibillion-dollar national USDA science and re-
search infrastructure will be used to support the establishment of USDA Regional
Feedstock Research Centers along with robust partnerships with land grant and
other universities, industry, and other Federal and state agencies [emphasis added].”
USDA is committed to ensuring that work at the Regional Biomass Research Cen-
ters will be closely coordinated with complementary efforts through SGI and else-
where in order to maximize the returns from public investments in the USDA Cen-
ters.

ARS has coordinated its biofuels research with SGI and other relevant research
programs and institutions. USDA scientists continue to help coordinate activities for
research performed under the SGI-DOE Regional Feedstock Partnership and to
support review of SGI research proposals. ARS welcomes programmatic involvement
by SGI and other federally-funded programs in the USDA Regional Research Cen-
ters.
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Question 2. Agriculture and Food Research Initiative Competitive Grants
Program (AFRI)—I understand that the Agriculture and Food Research Initiative
Competitive Grants Program has yet to make its first awards for its feedstocks and
climate change programs. My office recently has been told that the current Request
for Applications will be committing funds for 5 years out at levels greater than the
current budget. Is that information accurate? And we’ve also been told that USDA
plans to increase the AFRI to levels that are greater than the program’s current
budget. If that information is also accurate, how does USDA plan to accomplish that
funding increase for the AFRI?

Answer. NIFA is moving to manage competitive grants funding in a different way.
However, this change will not commit funds greater than the current appropriation.
NIFA will be funding the larger AFRI grants on a year-by-year basis, making what
are known as “continuation” grants. This allows for a much higher level of post-
award oversight and quality control since funds are allocated in the out-years only
after NIFA makes an evaluation of progress based on site visits and documentation
provided by the grantees. Future years of funding are dependent on awardees reach-
ing the milestones identified in the funding agreement. This funding mechanism is
routinely used by NIH and NSF and brings AFRI into alignment with the best prac-
tices of other competitive science agencies. The flexibility in the management of
AFRI funds will allow NIFA to adjust to any appropriation level determined by Con-
gress.

Question 3. Rural Energy for America Program—One of my priorities in the
2008 Farm Bill was the Rural Energy for America Program. I'd like to thank the
department for issuing proposed rules last week for the Biorefinery Assistance
Guaranteed Loan program, Repowering Assistance Payments to Eligible Biorefin-
eries, and the Advanced Biofuel Payment Program. I believe that streamlining deliv-
ery of REAP to farmers and rural businesses is critical. My understanding is that
the department hasn’t released the REAP funding notice for Fiscal Year 2010. The
sooner we get REAP funds going out the door going the more jobs will be created
and clean energy and energy efficiency technology deployed. Is there anything Con-
gress can do to with respect to the rebates, pre-approved technologies, or something
else, to speed delivery and make funding decisions faster and more efficient, and
less staff and applicant time-intensive?

Answer. The REAP funding notice was published on April 26, 2010. The Agency
is currently drafting a Proposed Rule which will streamline the application process,
potentially reducing the paperwork burden and cost to applicants. In addition, the
streamlined process will require fewer staff hours to review applications.

Question 4. Possible Native American Farm Bill Title—Mr. Secretary, as you
know, there are very high poverty and unemployment rates among Native Ameri-
cans who live on reservations in the Northern Great Plains, including in South Da-
kota. To a large extent, the private sector economy for these Tribes is dependent
on agriculture, unlike many other tribes in other parts of the country. I believe
USDA can do a great deal to help these Tribes and their enrolled Tribal members.

I am considering proposing an Indian Title to the next farm bill where we can
adapt all USDA programs to the special needs of the Tribes, from commodity pro-
grams to rural development and broadband to nutrition programs. What are your
thoughts on such a proposal?

Answer. USDA has numerous programs that were designed to address the cre-
ation of farm safety nets, improved rural economic development, broadband, and nu-
trition, among others. There is a long and sustained history of poverty and unem-
ployment in Tribal areas, and often programs designed to address general needs do
not reach the unique circumstances in Tribal communities. While we agree with
Congresswoman Herseth Sandlin that these circumstances are acute in the North-
ern Great Plains, many Tribes throughout the rest of the country could benefit
greatly by programs tailored more specifically to meet their unique needs. The
unique land status of reservation Tribes; the high rates of diabetes and obesity in
some Native communities; the housing and jobs creation needs of these citizens liv-
ing in sometimes the most remote areas of our country, call for unique and focused
ways to address long-term unemployment and the need for rural economic develop-
ment.

Within USDA’s Action Plan in Response to the Presidential Memorandum on
Tribal Consultation and Collaboration, USDA committed to Tribal consultation re-
garding the farm bill. USDA also reaffirmed its commitment to take steps to im-
prove Tribal consultation generally and address the needs of Tribes through im-
proved collaboration and cooperation with Tribal governments. Should the Congress-
woman choose to move forward with an Indian Title to the next farm bill, USDA
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will work with Congress and the Administration to craft such a Title and would in-
corporate drafts of such Title in pre-farm bill consultation efforts.

Question 5. Prevented Planting—I have recently held eight meeting in north-
eastern South Dakota to address the ongoing complications with flooding that occur
in the Northern Great Plains. It’s clear that agricultural producers have been some
of the hardest hit by flooding. Many suffered losses a year ago and are again watch-
ing as their fields are covered by water. As part of the Federal Crop Insurance Pro-
gram updated in the 2008 Farm Bill, prevented planting payments play an integral
part in the farm safety net. Crop insurance agents have been telling producers that,
although they have insured the land for the last several years and the land would
be planted in a non-flood year, they may not see prevented planting payments this
year.

Some of my producers are concerned about being able to obtain prevented plant-
ing. Can you explain the interpretation changes of the policies regarding prevented
planting payments the Risk Management Agency (RMA) intends to enforce?

Answer. There have been no changes in RMA’s prevented planting policy provi-
sions for many years, including the 2010 crop year.

RMA issued Claims Advisories on May 29, 2007, (IS-07-007) and May 10, 2010,
(IS-10-002.1) and a Final Agency Determination (FAD-110) on February 25, 2010.
Approved Insurance Providers (AIPs) were advised to remind their agents and in-
form their policyholders of the following FCIC-issued procedure contained in the
2007 Prevented Planting Loss Adjustment Standards Handbook, which addresses
acreage that is generally “unavailable for planting” and not eligible for prevented
planting coverage:

Acreage that in normal weather patterns is normally wet throughout the final
and late planting period and that would only be available to plant in abnor-
mally dry conditions. Because of the normally wet conditions from year to year
on such acreage, this acreage is likely to have well established cattails, peren-
nial weeds, and perennial grasses that increase the likelihood of the acreage
being unavailable for planting even in the driest year. Unavailability of such
land increases in this situation because of the time, expense, and labor needed
to remove the well established cattails, weeds, and grasses in time to plant the
insured crop.

Prevented planting payments can only be approved when there is an insured
cause of loss that occurs during the insurance period that prevents producers from
planting an insured crop on eligible acres, and that acreage not available for plant-
ing or that does not otherwise comply with policy provisions, is not considered acre-
age eligible for prevented planting coverage. Claims Advisory IS—-10-002.1 advised
that increased moisture levels in the Prairie Pothole Region have left some acreage
that was once planted in a perpetual state of inundation (Class V Permanent Ponds
and Lakes), and other land in a cyclic state of inundation (Class IV Semi-Permanent
Wetland). These wetlands are usually, but not necessarily, evident by the presence
of cattails and perennial wetland grasses and weeds. Such acreage is not considered
to be “available for planting” because it generally cannot be planted even when
there are no adverse weather conditions.

FAD-110 provided an interpretation of the provision contained in section 17(f)(8)
of the Common Crop Insurance Policy Basic Provisions (Basic Provisions), which
states prevented planting coverage will not be provided for any acreage that exceeds
the number of eligible acres physically available for planting. FAD-110 confirmed
that an insured cause of loss is required to occur within the insurance period to be
eligible for prevented planting, and is consistent with section 508(a)(1) the Federal
Crop Insurance Act (Act), which states in part, “To qualify for coverage under a plan
of insurance, the losses of the insured commodity must be due to drought, flood, or
other natural disaster (as determined by the Secretary),” because normal weather
conditions are not a covered cause of loss.

Acreage that a producer is prevented from planting due to an insured cause of
loss that occurs during the insurance period will continue to be insured provided
all policy provisions have been met for such acreage.

Questions Submitted by Hon. Bobby Bright, a Representative in Congress
from Alabama

Question 1. Mr. Secretary, as you may know, my district is one of the largest pea-
nut producing districts in the country. As I travel around southeast Alabama, one
of the most frequent complaints I hear from my peanut producers is a lack of trans-
parency in determining weekly peanut prices. From my vantage point, peanut pro-
ducers should have the same pricing predictability as my cotton farmers—who are
able to more easily plan for the future because of a simple, transparent pricing
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scheme. Are you aware of this issue? What are your thoughts on how we could fix
this problem in the next farm bill?

Answer. USDA has devoted significant time, expertise, and resources over the
past several years to improving peanut price transparency and intends to continue
this effort. The National Agricultural Statistics Service (NASS) developed a weekly
by-type peanut price survey in 2006 as a first step to addressing this issue. Prior
to then, farmer stock peanut prices had only been reported on a monthly basis to
NASS.

NASS has made periodic survey improvements since then, including the addition
of questions that specifically: (1) ask buyers to report peanut option prices, and (2)
attempt to differentiate between cash and contract transactions. Although the qual-
ity of reported peanut prices has continually improved, the voluntary nature of the
survey, in addition to incentives on the part of buyers to underreport peanut prices,
has thus far prevented USDA from obtaining full and accurate peanut prices.

USDA’s Office of the Inspector General (OIG) completed an audit of farmer stock
peanut prices reported to NASS and used by the Farm Service Agency (FSA) to de-
termine program benefits. In its March 2009 Semiannual Report to Congress, OIG
concluded that peanut prices are not based on reliable market data and rec-
ommended that FSA seek authority to establish mandatory price reporting of pea-
nut purchases by buyers, as well as the authority to verify buyers’ reported data
to NASS. FSA agreed to seek mandatory reporting authority no later than Sep-
tember 30, 2010.

Grower interest in Congressionally-mandated reporting of farmer stock peanut
prices appears to be expanding in response to recent efforts to establish a revenue
insurance program for peanuts. Expected farmer benefits of mandatory reporting in-
clude reduced risk for insurance providers considering a peanut revenue insurance
option, as well as maximum coverage levels under such a program; increased cov-
erage levels under RMA’s existing peanut crop insurance program; and additional
price information to strengthen the negotiating position of peanut farmers.

USDA suggests that Congress include mandatory price reporting language for
farmer stock peanuts in the next farm bill. USDA expects that the new requirement
would bolster survey response levels and lead to more timely and accurate price in-
formation published by NASS. It might also allow for greater precision in program
payments and reduced exposure for CCC and taxpayers.

The enumerated benefits to mandatory price reporting notwithstanding, USDA
would not expect peanuts to gain the level of price transparency available for cotton
without significant changes to the way peanuts are marketed and an increase in the
volume of peanuts traded. The Adjusted World Price (AWP) mechanism mandated
for upland cotton is possible because cotton is traded in high volumes on the world
market, and USDA has access to unbiased and reliable world market price data.
Comparable data for international peanut prices does not exist. Also, there is little
information available on the quality standards for foreign quotes in the inter-
national peanut market—unlike for upland cotton, which can be described by up to
seven internationally-accepted quality standards.

Peanuts in the U.S. are typically contracted prior to planting and/or harvest, so
that transactions often reflect prices negotiated months in advance rather than cur-
rent market-clearing prices. As a result, USDA often must draw from varying
sources to obtain valid price information for its weekly National Posted Price (NPP),
which precludes a more transparent process, even under the auspices of mandatory
reporting.

Question 2. Mr. Secretary, crop insurance is also a big issue to producers in my
district. My producers often feel like there aren’t affordable options, considering his-
torical losses in the southeast are more frequent and more severe than in other
parts of the country. Compounding this problem is the fact that the new SURE pro-
gram established in the 2008 Farm Bill favors producers who have higher levels of
buy-up coverage. As we move forward, it is vitally important that we figure out a
way to make crop insurance more economical for producers in the Southeast. How
would you suggest solving this problem? Is there a way to make crop insurance
work better without spending more Federal dollars?

Answer. In general, RMA reviews crop insurance premium rates every 3 to 5
years. Premium rate changes are driven by the historical loss experience. RMA re-
cently had an external panel of experts conduct a comprehensive review of its APH-
based premium rating methodology. This study was opened up for public comments
in order to give concerned parties a chance to review and provide feedback for the
recommendations made. This also served to make the rating process as transparent
as possible. Both the final study and responses to comments received were posted
on RMA’s website on April 23, 2010. The study concluded that RMA’s general ap-
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proach to developing premium rates is actuarially appropriate, but also identified
several recommendations for potential improvements which are being considered.

RMA completed a comprehensive crop insurance study in Arkansas and Mis-
sissippi in 2008. One of the recommendations of the study was to differentiate rates
for irrigated and non-irrigated practices. Currently, irrigated and non-irrigated rates
are, in many cases, the same. RMA is reviewing the irrigated and non-irrigated
practices for crops in the Southeast and will make changes as necessary. Such
changes may result in lower rates for some practices, which would make higher lev-
els of coverage more affordable.

Questions Submitted by Hon. Travis W. Childers, a Representative in Con-
gress from Mississippi

Question 1. Secretary Vilsack, I want to first thank you for joining us today to
begin discussion of the 2012 Farm Bill. Over the course of my 2 years in Congress,
I have met with hundreds of producers throughout the state of Mississippi. As you
may know, the entirety of Mississippi agriculture suffered devastating crop losses
gl 2%09 after excessive amounts of rain fell during the months of September and

ctober.

Crop Insurance—Recently, many of my producers have expressed concerns over
their ability to obtain affordable crop insurance. Mississippi currently has 42,300
farms employing approximately Y5 of the state’s residents. However, only 19,865
crop insurance policies were sold so far in 2010.

The overwhelming consensus among producers and the Mississippi Farm Bureau
is that producers would prefer to be able purchase affordable crop insurance and
participate in permanent disaster assistance programs. Mississippians understand
that ad hoc disaster assistance is not the way forward. However, Mississippi and
other Southern states rely on unique farming practices. Unlike the Midwest, crop
rotation and crop diversity on a farm is standard. Specialty crops, including sweet
potatoes, are produced in large quantities and, as you know, are unable to find crop
insurance outside of NAP. Agriculture is the number one industry in my state and
we need to make sure that the 29% of the families in Mississippi that make their
living in the agriculture industry can continue to do so with adequate support from
the USDA.

How can we begin to ensure that programs in the 2012 Farm Bill better address
the unique farming environment in Mississippi and other southern states? What
possible solutions can the USDA provide to this Committee to further our discus-
sions surrounding 2012 farm legislation?

Answer. In 2008, RMA completed a contracted comprehensive review of the Fed-
eral crop insurance portfolio in Arkansas and Mississippi. The review found that the
prevalence of irrigation was a major non-insurance mechanism to mitigate risk. Cot-
ton, rice and soybeans are the predominant crops planted. Currently, RMA does not
distinguish between irrigated and non-irrigated practices for corn and soybeans in
Mississippi. While rates reflect historical experience, premiums are perceived as
high by producers for irrigated crops. RMA is in the process of reviewing the rating
methodology and may adjust by practice, irrigated and non-irrigated crops which
may reduce rates for irrigated crops. The study also found that rates for cotton and
rice, which account for much of the planted acreage, are similar to those in other
states that grow these crops.

In addition, RMA has engaged with several grower organizations, including rice
growers, to evaluate and discuss potential alternative risk management strategies
ir%cﬁuding that of lodged or “downed” rice resulting in increased input costs at time
of harvest.

Question 2. SURE—In light of the 2009 crop disaster, my producers have become
intimately familiar with the SURE program and a majority of them have concerns
regarding the programs ability to adequately protect their farming operations. In
addition, it has come to my attention that in 2008 the State of Iowa received
$135,292,768 (only $39,497,100 was due to the Recovery Act plus up) in SURE pay-
ments while Mississippi received only $1,092,756 with half of this amount coming
from the Recovery Act SURE plus up. (And Mississippi suffered extreme losses due
to Hurricane Gustav).

How do you suggest we address the inequalities in the SURE program, particu-
larly in the State of Mississippi and the Southeast?

Answer. It is difficult to make state-to-state comparisons regarding SURE. Al-
though the dollars currently paid under SURE in Mississippi and Iowa are signifi-
cantly different, SURE sign up and assistance provided under SURE for 2008 crops
is by no means is close to being complete. State comparisons are also made difficult
as the agricultural commodities and number of acres farmed in different states var-
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ies significantly, and individual states are impacted to varying degrees by natural
disasters in any particular year.

SURE is the first permanent disaster program that has compensated producers
for losses of production, quality, and revenue on all crops for which they have an
interest. Also, it is the first program that bases its assistance on the risk tools and
levels of insurance coverage a producer elects to protect their crop investment. Pro-
ducers have historically been compensated for crop losses by crop rather than look-
ing at the overall loss for the farm. Producers who have larger farming operations
spanning multiple counties, grow more diversified crops, or are in an area that has
a longer growing season may find that it may be more difficult to qualify for SURE
due to the fact that a crop not suffering a loss can offset the loss of other crops suf-
fering a loss. Finally, there are areas of the country where producers do take greater
advantage of the insurance tools available to them and this may impact how much
producers in any area receive in SURE payments. However, USDA has not done any
analysis to determine whether this is a factor that explains the variability in SURE
payments across states.

As work begins on the next farm bill, I look forward to working with you regard-
ing USDA’s permanent disaster programs.

Questions Submitted by Hon. Jerry Moran, a Representative in Congress
from Kansas

Question 1. Research Priorities—It has come to my attention that USDA re-
cently suggested it will no longer fund research projects through the National Insti-
tute of Food and Agriculture (NIFA) if the research is related to either grain-based
or cellulosic ethanol. This suggestion is linked to language contained in the March
30, 2010, “Agriculture and Food Research Initiative Competitive Grants Program,
Sustainable Bioenergy, FY 2010 Request for Applications.” The specific statement
of concern is on page four, where the document states: “Bioenergy grants will sup-
port the start up and growth of a network of Regional Bioenergy CAPs focusing on
five dedicated energy crops . . . These crops will serve as feedstocks for the produc-
(tiion of advanced non-ethanol, infrastructure-compatible fuels and biobased pro-

ucts . . ..”

Is USDA discontinuing or considering discontinuing the funding of research re-
lated to grain-based or cellulosic ethanol, and if so why?

Answer. The focus of USDA NIFA research is on cellulosic feedstock development
and sustainable production. However, USDA NIFA continues to provides support for
first and second generation biofuels (grain-based and cellulosic ethanol) through
competitive and non-competitive programs, with additional strong focus on accel-
erating third generation (drop-in) biofuels development—gasoline, biodiesel diesel,
aviation fuels, and other alcohols such as biobutanol through the Agriculture Food
Research Initiative.

The USDA NIFA Agriculture and Food Research Initiative (AFRI) Sustainable
Bioenergy Program portfolio supports the development of regional systems-based ap-
proaches for the sustainable production of biofuels, biopower, and biobased products.
This regional systems approach is in concert with the USDA Agricultural Research
Service (ARS) and the Department of Energy (DOE)-sponsored regional feedstock
partnerships, and includes these elements:

e Deployment of superior genotypes of regionally-appropriate dedicated energy
crops.

e Refinement and implementation of sustainable regional feedstock production
practices.

e Seamless feedstock logistics.

e Scalable, sustainable conversion technologies that can accept a diverse range of
feedstocks.

e Regional marketing and distribution systems.

e Regional sustainability analyses, data collection and management, and tools to
support decision-making.

e A well trained workforce with the capacity to fill the cross-disciplinary needs
of the biofuels industry.

Question 2. USDA currently funds research in many areas where technology or
management practices have been in existence for numerous years. For instance,
USDA funds research related to crop systems like wheat, corn, and soybeans and
livestock systems like cattle, hogs, and poultry. If USDA continues funding research
in these areas, why would it consider discontinuing funding of either grain-based
or cellulosic ethanol?
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Answer. DOE has primary responsibility for conversion technology research. Dur-
ing the last decade DOE and the private sector, as well as USDA, have made large
research investments in support of grain-based ethanol and cellulosic ethanol. Com-
mercial-scale facilities are operating for grain-based ethanol and are coming on line
for cellulosic ethanol. The USDA Rural Development Agency has made large invest-
ments toward the commercial production of ethanol.

Historically, USDA Cooperative State Research, Education, and Extension Service
(CSREES) supported the development of ethanol conversion technologies ($3—$4 mil-
lion per annum) as part of the National Research Initiative. Although several tech-
nologies with commercial potential were developed in part with support from NRI,
the investment was small compared with similar investments by DOE and the pri-
vate sector.

The formation of NIFA and the restructuring of AFRI have allowed NIFA to take
a portfolio approach to support research for bioenergy and biobased products. Re-
search support for ethanol may be found across several programs. The AFRI Sus-
tainable Bioenergy Program referenced above is focusing funds on bringing together
regional systems approaches with emphasis on non-food dedicated feedstock and
sustainable feedstock development. Since DOE has the lead in conversion, only a
small proportion of the available AFRI funding will target conversion.

Question 3. If USDA is not discontinuing or considering discontinuing the funding
of research related to grain-based or cellulosic ethanol, please explain the purpose
of the above language in the Sustainable Bioenergy, 2010 Request for Applications,
and what USDA is doing to further research on feedstocks, co-products, and produc-
tion processes of grain-based and cellulosic ethanol?

Answer. AFRI is looking to maximize/leverage its program funds to address com-
plete supply chains, and accelerate the commercialization of advanced biofuel pro-
duction. The AFRI Sustainable Bioenergy Program integrates research, education,
and extension toward these goals with the majority of funding targeting feedstock
genetic development and feedstock production, as well as environmental, economic,
and social sustainability.

As stated above, AFRI is one of a suite of programs in NIFA targeting bioenergy
and biobased products. In 2010, NIFA will provide $28 million in the joint Biomass
Research and Development Initiative (BRDI) with DOE providing $5 million for a
total of $33 million available to support research, development, and demonstration
projects that may include cellulosic ethanol.

NIFA also supports grain-based and cellulosic ethanol through the Small Business
Innovation Research (SBIR) program, including feedstock logistics, and conversion
technologies for biofuels and biobased products. Additional NIFA support for re-
search, education, and extension related to grain-based and cellulosic ethanol comes
through leveraging state investments from programs like the Hatch or Mclntire-
Stennis Formula Grants, and other programs.

Question 4. Conservation Reserve Program—It is my understanding the Farm
Service Agency (FSA) has issued an exemption related to eligibility for the contin-
uous sign-up Conservation Reserve Program (CRP) on expired general CRP acres.
The exemption applies to the general rule that requires eligible cropland to have
been planted to an agricultural commodity 4 of the previous 6 crop years from 1996
to 2001. For those CRP acres that expired Sept. 30, 2009, I understand the exemp-
tion expires June 1, 2010. It is also my understanding that after June 1, 2010, at
least portions of the remainder of the field would have to be broken out of grass
before these buffers would qualify for enrollment in continuous CRP.

Some of my agricultural producers in Kansas, who had general CRP acres expire
on September 29, 2010, would like the opportunity to participate in any potential
general sign-up FSA might conduct this year. At the same time, these producers do
not want to lose the opportunity to enroll part of their land in continuous CRP with-
out destroying the current grass should they be unsuccessful during the general
sign-up period. Since it is unlikely the next general sign-up will be completed prior
to June 1, 2010, would the USDA consider extending the previously mentioned con-
tinuous CRP exemption until after completion of the next general CRP sign-up for
those general CRP acres that expired on September 30, 20097

Answer. Producers with suitable CRP contracts that expired on September 30,
2009, were offer the land for re-enrollment into CRP continuous sign-up if the offer
was submitted by June 1, 2010. Land with contacts expiring at the end of Sep-
tember of 2009 will generally be eligible, in addition, except for land in trees, to be
offered for enrollment under the general sign-up that is anticipated this summer.
The contract effective date of the continuous sign-up offer may be deferred until
after the announcement of the results of the general sign-up. This provides pro-
ducers the opportunity to offer the land for both general and continuous sign-up.
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Questions Submitted by Hon. Steve Kagen, a Representative in Congress
from Wisconsin

Question 1. School Nutrition/Farm to School—Can you describe the efforts
your department has taken to assist local farmers in getting their products into
local schools? What more can Congress do to help our schools buy fresh local prod-
ucts from farmers in surrounding areas?

Answer. As part of the Know Your Farmer, Know Your Food initiative (KYF2),
USDA has established an interagency Farm to School Team. During this fiscal year,
the Team is visiting fifteen school districts in nine areas across the country of varied
demographics and implementation stages of a school’s farm to school efforts. During
these visits, the Team will work with local farmers, local and state authorities,
school districts, and community partners to analyze and assess variables that sup-
port or deter farm-to-school activities, both from the school and farmer perspectives,
as well as the effects the district’s farm to school activities have had on the school
and community. The information gathered during these site visits will be used to
develop and update appropriate resource materials, guidance, and technical assist-
ance for both schools and farmers to help expand farm to school initiatives across
the country.

In addition, USDA recently transmitted a report to Congress entitled “Procure-
ment of Local Food for Schools,” prepared by the Food and Nutrition Service. This
report responds to a Congressional directive included in House Report 111-181, that
accompanied the Agriculture, Rural Development, Food and Drug Administration,
and Related Agencies Appropriations Act 2010 (Public Law 111-80). In this report,
USDA provided Congress with suggestions for future Congressional actions that
may assist USDA in encouraging and streamlining local food purchasing by schools.
These suggestions were gathered from on-going discussions with various program
stakeholders and represent some of their ideas for providing incentives and elimi-
nating barriers to the purchase of local food products.

Question 2. The farm bill provided funding for a Local and Regional Purchase
Pilot program to analyze the effects of using local and regional purchase of commod-
ities in food aid programs. How has the FY2009 funding that went to local and re-
gional purchase been used? What metrics will you use to report back to this Com-
mittee regarding the pilot’s effectiveness and possible need for future program
changes?

Answer. Please see response to Question 30. under Questions Submitted by Hon.
Collin C. Peterson, p. 90.

Question 3. Can you talk about efforts to improve the nutritional value of food
products our children receive at school? Are there any tools you require that you
do ng)t have currently to provide all of our kids with quality and healthy food op-
tions?

Answer. To update the school program meal patterns in compliance with the lat-
est Dietary Guidelines, USDA enlisted the assistance of the Institute of Medicine
(IOM) of the National Academies. IOM released a report in October 2009 with rec-
ommendations for new meal patterns for the School Meal Programs to bring them
into conformance with the 2005 Dietary Guidelines. At this time, USDA is carefully
reviewing IOM’s recommendations and is developing a proposed regulation updating
the meal patterns for public comment. In the meantime, we are providing technical
assistance to schools and encouraging them to increase their fruits and vegetables,
whole grains and fat-free and low-fat dairy products.

We recently released a Menu Planner for Healthy School Meals, which will help
schools improve their menu plans: serving more whole grains, fruits, and vegetables,
and lower amounts of sugar, sodium, and saturated and ¢rans fats in school menus.
We also have an online toolkit available to assist schools in assessing and improving
their food offerings, including an online calculator to determine the nutritional con-
tent of meals sold outside of the meal programs.

In addition, USDA has been working to reduce or eliminate the levels of fat, so-
dium, and sugar in foods it makes available to schools and other outlets. Improve-
ments in USDA-purchased food offerings include: more fresh fruits and vegetables;
canned fruits packed in natural juice or light syrup; low sodium vegetables; 95%
lean turkey ham; 97% fat free water-added hams; 85% lean ground beef; 95% lean
ground beef patties; tuna packed in water; low fat bakery mix; whole wheat flour;
whole grain rice, oats, pastas, tortillas, and pancakes; meatless spaghetti sauce; re-
duced fat and reduced sodium cheeses; fat free potato wedges; etc.

Improving the nutrition and health of all Americans is a top priority for the
Obama Administration. That’s why we are committed to ensuring that all of Amer-
ica’s children have access to safe, nutritious, and balanced meals and we have set
a goal of ending childhood hunger by 2015. We have proposed an historic investment
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of funding over the next 10 years through the upcoming Child Nutrition Reauthor-
ization to improve our country’s Child Nutrition Programs. USDA believes that
schools play a vital role in helping children develop healthy eating habits and active
lifestyles. Improving the quality of school meals and the health of the school envi-
ronment is critically important to the overall health of our kids, in addition to their
academic achievement. At the same time, we must improve access to these vital pro-
grams and take steps to reduce hunger. For this reason, we have urged Congress
to pass a robust reauthorization bill that supports the President’s request of $10 bil-
lion in additional funding over 10 years.

This piece of legislation will make it possible for us to set standards for food
served in the school environment, reduce gap periods when children lack access to
critical nutrition, improve the meal pattern standards for School Lunch and Break-
fast for the first time since 1995, expand direct certification to allow more children
to be automatically qualified for the program, establish training requirements for
cafeteria workers, upgrade cafeteria equipment, promote breastfeeding in a mean-
ingful way, and establish school meal report cards for parents.

Question 4. Dairy—Dairy farm families in northeast Wisconsin are struggling.
Last year, at my urging, the USDA acted to assist the sinking U.S. dairy industry.
What program do you believe helped dairy producers the most?

Answer. USDA has been working to help the dairy industry for many months.
Since the beginning of the dairy crisis, USDA has paid dairy producers more than
$900 million under the Milk Income Loss Contract (MILC) Program. The Fiscal
Year 2010 Agriculture Appropriations Act authorized $290 million in additional di-
rect payments to dairy producers, as well as $60 million for the purchase of cheese
and other products. In addition, USDA temporarily increased the purchase prices
for cheddar cheese and nonfat dry milk under the Dairy Product Price Support Pro-
gram (DPPSP) during August—October 2009 and re-activated the Dairy Export In-
centive Program (DEIP) USDA has also used full administrative flexibility to make
alternative loan servicing options available to dairy producers under Farm Service
Agency loan programs.

Not all dairy farmers are the same, so it is difficult to say which program helped
the most. The largest expenditures were made under the MILC program. Since pro-
duction eligible for payment under the MILC program is capped at 2.985 million
pounds per fiscal year, MILC payments may have been more beneficial to smaller
producers than larger producers. In addition, all producers benefited from the in-
crease in purchase prices under the DPPSP, re-activating DEIP DPPSP, and the as-
sistance provided under the 2010 Agriculture Appropriations Act. Farm Loan Pro-
gram policies to forebear foreclosure proceedings and extend additional credit also
were very beneficial to struggling dairy producers.

The Secretary has appointed the Dairy Industry Advisory Committee (DIAC) to
examine what dairy policy would be best for aiding the dairy industry. The Com-
mittee had its first meeting in April and its second meeting in June 2010. Com-
mittee recommendations will be important in guiding decisions on what dairy policy
:ciools to continue using and what new tools are needed to better assist dairy pro-

ucers.

Question 5. Biofuels Tax Credits—I have heard from biodiesel producers in my
district that they’re concerned about tax credits that expired as of December 31st.
They are concerned the industry can’t survive without these credits. Do you think
that our domestic biodiesel industry will be able to survive if the tax credit isn’t
extended by Memorial Day? Are you concerned that a number of plants won’t re-
sume production, even if something is done soon?

Answer. Both the House and Senate have passed bills that provide a 1 year retro-
active extension of the biodiesel tax incentives. The Administration strongly sup-
ports the prompt enactment of this extension.

Question 6. Constituent Concerns and Questions on Dairy Proposals—Mr.
Secretary, I would also like to share with you some questions and comments from
farmers in my district regarding proposed changes in dairy policies:

Suggested Proposals—

Question 6. (Proposal 1.) Moving away from the product price formula to a com-
petitive pay price.

I believe the product price formula is necessary because producers are paid on the
quality of the fluid milk and the cheese yield, which enhances our bottom line pay
price.

Answer. Currently USDA utilizes product price formulas to establish minimum
prices under the Federal milk marketing order program. Producers often receive
more for their milk than the minimum prices established under Federal orders.
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These premiums reflect a variety of factors, including the quality of a producer’s
milk. Since the pricing of a very large percentage of producer milk is regulated by
Federal and state orders, a new competitive pay price series would most likely re-
quire that a significant portion of milk be unregulated or sold not subject to min-
imum pricing regulations. This could put some producers at a competitive disadvan-
tage relative to the firms that purchase their milk and the producers that continue
to have the firms they sell to fully regulated under Federal orders. Thus, it is un-
clear whether a competitive pay price would lead to higher or lower prices paid for
milk than the current product price formulas. Nevertheless, many producers are
concerned that “thinly” traded spot market transactions influence the prices used
in the current product price formulas to establish minimum prices under Federal
orders and these “thinly” traded spot market transactions may not adequately re-
flect supply and demand conditions and the true price of milk.

Various options are being explored by the dairy industry to use an alternative
price discovery process, including competitive pay prices. Objectives are to have an
accurate price signal that reflects the current supply-demand balance yet tempers
price volatility that has occurred over the past 10 years. Any changes to the min-
imum pricing provisions of the orders would require formal rulemaking.

Question 6. (Proposal 2.) Reduces the number of classes of milk from four to
two.

Again changing the classes of dairy products will reduce premiums that we now
are awarded for value added dairy products such as yogurt, protein drinks, etc.

Answer. Currently the Federal milk marketing order program utilizes four classes
of milk for establishing minimum prices. In most months, the minimum prices es-
tablished for fluid and soft dairy products are priced higher than the minimum
prices established for milk used in cheese and butter/nonfat dry milk production.
Depending on how the minimum prices are established, minimum prices for some
classes of milk could be higher or lower than minimum prices currently established
under Federal orders. Furthermore, producers often receive more for their milk than
the minimum prices established under Federal orders. Therefore, it is impossible to
say whether reducing the number of classes of milk from four to two would lead
to higher or lower prices paid to dairy producers.

Some industry participants have expressed an interest in having two classes of
milk but have been unable to agree to specific proposals to determine how the two
classes of milk would be priced. Any changes to the number of classes established
under the orders would require formal rulemaking.

Question 6. (Proposal 3.) Eliminating the price support program.

Should milk always be below the cost of production? Our assurance of payments
when the CME is far below our cost of production thus insuring us for any payment
for our cost of milk.

Answer. The Dairy Product Price Support Program has strengths and weaknesses.
It is a voluntary program and only works effectively when milk processors are will-
ing to sell products to the government at the announced purchase price. However,
it can be very effective in relieving pressure on prices when supply temporarily ex-
ceeds the demand for milk. Economic theory suggests that in the short run the ben-
efit to producers is much larger than government expenditures for product pur-
chases, but also that price declines realized by consumers are also limited by the
program actions and by purchasing product the Federal Government incurs storage
costs and product disposal may lead to displacement of commercial sales. Processors
argue that the program limits innovation and product development by keeping se-
lected commodity products higher priced than they would be in a the absence of the
program and by ensuring a minimum return. A new payment program that insured
that producers receive the cost of production would have to be authorized by Con-
gress and could lead to lower prices to producers if the additional payments cause
producers to expand production.

The Dairy Industry Advisory Committee is examining the Dairy Product Price
Support Program to determine if it will recommend the program’s continuation,
modification, or elimination. The Committee is also examining alternative safety net
programs for dairy producers.

Question 6. (Proposal 4.) Making changes to Federal orders including going to
a single order.

A single order means milk will be moved to any region including states with
shortages like the northeast and southeast. A producer will be burdened fully for
the cost of transportation if the milk supply is short in that region.
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Answer. To meet the objectives of the Agricultural Marketing Agreement Act of
1937, the geographic borders of milk marketing areas should reflect the common
area where fluid milk processors compete for milk sales. There are differing opinions
regarding the appropriate number of orders necessary to reflect competitive mar-
keting conditions.

Question 6. (Proposal 5.) Implementing a target price deficiency payment pro-
gram.

Would producers fund this program? This would again add to our cost of pro-
ducing milk like the cwt and advertising costs?

Answer. The Milk Income Loss Contract program is similar to a target price defi-
ciency payment program and is paid from government funds. Thus, it does not add
to milk production costs. Newly proposed programs could be designed with pay-
ments from government funds or from producer assessments. The advantage of pro-
ducer-funded programs is that producers can choose target price and payment lev-
els; however, they also have to fund the program. As you mention, this adds to the
cost of producing milk through assessments paid on milk marketed.

Question 6a. Today’s price saw the $1.34 Block price which equates to 10.2 cheese
yield to $13.668 minus the $2.04 make allowance for the processor brings us to
$11.62 milk price. The operation cost of production according to the Farm Service
Agency is $16.00.

Why is the make allowance to reflect only the cost of the processor. A cost of pro-
duction index for the producer is not implemented to allow a return to the dairy
farmer. This is driving rural America to the brink of extinction.

The suggested proposals above will create complete deregulation of the
dairy industry. This will lead to vertical integration which will increase
consumers cost in the grocery store and eliminate independent dairy pro-
ducers the backbone of rural Wisconsin.

Answer. The make allowance is an estimate of the cost of converting milk into a
particular dairy product, in this instance cheese. It is used under Federal orders to
determine the minimum price that a milk processor must pay for milk. Producers
often receive more for their milk than the minimum prices established under Fed-
eral orders. In the absence of Federal orders, the bargaining position of milk proc-
essors could be enhanced leading to lower prices to dairy producers.

Questions Submitted by Hon. Blaine Luetkemeyer, a Representative in
Congress from Missouri

Question 1. Along the Missouri River, which traverses my Congressional district,
the U.S. Army Corps of Engineers is digging a series of side channel chutes to pro-
vide shallow water habitat for the pallid sturgeon. Some calculations indicate that
they will dump 548 million tons of soil into the river in order to meet the Fish and
Wildlife Service’s requirement for increased habitat. They are doing this under a
Clean Water Act permit that they granted themselves, while many of our constitu-
ents have been fined for dumping what is, comparatively speaking, a miniscule
amount of sediment into the river. Simultaneously, your conservation programs seek
to educate river communities on the danger of sediment dumping and nutrient load-
ing in rivers. Please share USDA’s position on nutrient loading and sediment dump-
ing into rivers.

Answer. Prior to human intervention, the Missouri River was an uncontrolled, ac-
tive river meandering from bluff to bluff and constantly cutting new channels result-
ing in tremendous quantities of river-borne sediment from the channel and bank
erosion. However, alteration of the main stem of the Missouri River has caused a
chain effect of impacts including the Federal listing of three species onto the Endan-
gered Species List (Pallid Sturgeon, Piping Plover and Least Tern).

The U.S. Fish and Wildlife Service’s 2003 Amendment to the “2000 Biological
Opinion of the Operation of the Missouri River Main Stem Reservoir System, Oper-
ation and Maintenance of the Missouri River Bank Stabilization and Navigation
Project, and Operation of the Kansas River Reservoir System” requires the USACE
to construct 20 to 30 acres of shallow water habitat per river mile in the lower
reaches of the Missouri River as part of the recovery efforts for endangered species.
The primary means of accomplishing this habitat restoration is through the con-
struction of chutes and backwater habitat, which results in discharge of the dredged
sediment directly into the river.

The proportion of discharged sediment to sediment already in the stream is an
important consideration. The 10 year daily average suspended sediment load at Ne-
braska City in June is approximately 200,000 cubic yards per day, so the discharged
sediment was equivalent to only 1.5 days of sediment discharge. Therefore, sediment
discharged into the river from chute restoration projects is a small fraction of the
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total yearly sediment carried by the river. Moreover, sediment discharges from res-
toration activities are a one-time event

The primary purpose of USDA’s investment for upland on-farm soil and water
conservation practices is to ensure sustained productivity of agricultural lands as
well as to minimize the impacts of nonpoint source pollution in our upstream res-
ervoirs, streams and groundwater supplies. On-farm conservation practices ensure
sustainability of these lands, while allowing for agricultural production.

Sediment reduction from the upland on-farm soil and water conservation practices
is generally a separate issue from the concerns regarding sediment loading in the
Missouri River. Historically, very little sediment from the uplands of the Missouri
Basin reached the main stem of the river because the land was protected by a blan-
ket of native prairie grasses. Today’s on-farm soil and water conservation practices
on working lands approximate the effectiveness of the former prairie by establishing
agricultural sustainability within farming and ranching operations. The majority of
river-borne sediment is historically derived from bank erosion of the river and its
main tributaries. Dams and channelization have greatly reduced sediment levels in
the river, but the majority of the remaining sediment flow in the river still comes
from river bank and bottom erosion.

Question 2. Are you aware of any collaboration between the Army Corps of Engi-
neers, the Fish and Wildlife Service and USDA on this issue? In your opinion, how
can USDA work with the Fish and Wildlife Service, EPA, and the Corps to better
educate them on the harmful effects of nutrient loading in the Mississippi River and
its tributaries?

Answer. There are many ongoing collaborative efforts between USDA, EPA,
USFWS and the USACE that allow for discussion of nutrient loading concerns in
the Missouri River and its tributaries.

The Missouri River Recovery Implementation Committee (MRRIC) is a stake-
holder group, which includes all of the Federal agencies. This group is required by
law to provide input to the Missouri River Ecosystem and Restoration Planning
process led by the USACE. Technical teams from that Committee will be providing
input to MRRIC, including issues related to water quality concerns in the Missouri
River and its tributaries.

The Cooperating Agencies Team (CAT) is the group of Federal agencies required
by law to work with the USACE in the actual development of the Missouri River
Ecosystem and Restoration Plan. Water quality within the river will be a critical
component of the planning process.

The Missouri River Authorized Purposes Study (MRAPS) is a congressionally
mandated study to reevaluate the original purposes of the Missouri River Flood
Control Act of 1944. MRAPS is the first-ever review of the legislation that created
the system of dams and reservoirs on the Missouri River and major tributaries. The
study will analyze the current eight authorized purposes in view of current basin
values and priorities to determine if changes to these purposes and existing Federal
water resource infrastructure may be warranted. The study began in October 2009,
and is targeted for completion in 5 years. The eight authorized purposes are: Irriga-
tion, Water Quality, Flood Control, Recreation, Navigation, Hydropower, Water Sup-
ply, and Fish and Wildlife. The study team will work collaboratively with Tribes,
Federal and state agencies, stakeholders, and the general public to seek input to
the study through a wide variety of communications tools.

The Missouri River Sediment Action Committee (MSAC) is a citizen action group
from the Upper Missouri River Basin who is very concerned about the loss of recre-
ation and degradation of water quality within the reservoirs on the main stem of
the Missouri River. They engage all of the Federal agencies in their studies and ac-
tion plans related to sedimentation of the reservoirs.

The USDA Natural Resources Conservation Service’s (NRCS) State Technical
Committees solicit input from a wide range of Federal, state and local agencies,
farm organizations, conservation groups, individual landowners and others to im-
prove implementation of the USDA conservation programs. These Committee Meet-
ings provide another forum for discussion of water quality issues related to the Mis-
souri River and its tributaries.

These are examples of the many ongoing opportunities for dialogue between
USDA, EPA, USFWS, USACE and others regarding nutrient loading within the
Missouri River and its tributaries.

NRCS also is involved with a number of partners including the U. S. Army Corps
of Engineers, the U. S. Fish and Wildlife Service and EPA to help address Missouri
River Basin environmental issues.

NRCS has established a full-time Missouri River Basin Coordinator to work di-
rectly with the Cooperating Agencies Team, and the Missouri River Recovery Imple-
mentation Committee, to ensure that private lands conservation is adequately ad-
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dressed in the Missouri River Ecosystem and Restoration Plan. NRCS’s commitment
to a full-time coordinator also allows for direct engagement in other Missouri River
issues such as the Missouri River Authorized Purposes Study and the Missouri
River Sediment Action Committee.

NRCS in Nebraska is working with several partners to restore nearly 19,000 acres
of wetland and associated upland habitat in a corridor along the Missouri River
through the nation’s first Wetlands Reserve Enhancement Program (WREP) project.
In Fiscal Year 2010, Nebraska will use nearly 75 percent of the state’s $23 million
Wetlands Reserve Program (WRP) funding in this WREP area to restore wetlands
and associated upland habitat. NRCS has cooperated with the USACE to incor-
porate some chute and backwater habitat restoration within WRP easements along
the Missouri River where such aquatic habitat improvement is compatible with the
purpose and management of the individual easement.

The agency also is working in partnership with other agencies and landowners
in Nebraska and South Dakota, through the Missouri River Futures, to provide as-
sistance to meet the unique natural resources needs of the unchannelized portion
of the Missouri River corridor. The Missouri River Futures has engaged over 40 or-
ganizations in identifying potential improvement projects along the river and then
seeks funding sources to accomplish many of those projects.

USDA is fully committed to working with Missouri River Basin partners and pri-
vate landowners to continue to find ways to more effectively utilize our conservation
programs to address the unique natural resources needs.

Questions Submitted by Hon. Scott Murphy, a Representative in Congress
from New York

Question 1. Several communities in New York’s 20th District (Village of Red Hook
and the Town of Moreau) have unsuccessfully applied for Rural Development loans
and grants to fund Water and Waste Disposal systems. Although these communities
meet the general definition of rural community, they have been declared ineligible
due to USDA’s interpretation of population criteria.

Recently, USDA Rural Development submitted a guidance memo stating that
when determining if an area is eligible for a Water & Waste Disposal loan, loan
guarantee or grant, Rural Development employees should define “rural” or “rural
areas” as a city, town or unincorporated area that has a population of no more than
10,000 inhabitants. The guidance makes no mention of the project’s service area,
which can be significantly less than the 10,000 person threshold.

For example, the Village of Red Hook with a population of 1,805—well within lim-
its for the Rural Development program—recently received an indication from the
USDA that because of its inclusion of a small portion of the Township of Red Hook
in the service area, the project may be ineligible due to population restrictions.
Using USDA’s criteria, the Village of Red Hook’s population must be added to both
the populations of the Town of Red Hook and the incorporated Village of Tivoli—
some 6 miles distant and served by its own sewer system. As a result, the project
has been determined ineligible because the population is calculated to be 10,408—
this despite the fact that the water system will serve 2,500 people.

Incorporated Village of Red Hook 1,805
Town of Red Hook 7,440
Incorporated Village of Tivoli 1,163

Total 10,408

Why has USDA decided to use city, town, or unincorporated population as eligi-
bility criteria for Water & Waste Disposal grants and loans when many of these
water projects service rural areas that fall well below the city, town, or township
population limits?

Answer. The Agency is complying with statutory requirements with regard to eli-
gibility. Section 306 of the Consolidated Farm and Rural Development Act
(CONACT) authorizes the Secretary to issue water and waste disposal-related loans
and grants to entities serving rural areas. The 2008 Farm Bill defines “rural” and
“rural area” as “a city, town, or unincorporated area that has a population of no
more than 10,000” for the purpose of water and waste disposal loan and grants and
guarantees.

Question 2. What efforts has USDA made to ensure that rural communities, like
the Village of Red Hook, can take advantage of Rural Development Programs, even
if these locations fall within larger jurisdictions?
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Answer. USDA, through its Rural Development field offices, works with commu-
nities to determine all possible sources of funding, including programs across Rural
Development and other Federal, state and local funding partners.

Question 3. The 2008 Farm Bill directs the USDA to report on the various defini-
tions of “rural” it uses by next month and to assess the impacts these definitions
have on program delivery. Can you give us an idea of what you have found so far,
particularly if you think the varying definitions of the term are causing problems
with targeting loans and grants where they are most needed?

Answer. We will be reporting to the Congress later this summer and it
would be premature to speculate about our conclusions at this time.

Any targeted program is apt to create difficult boundary issues, and the various
2008 Farm Bill definitions of rural are no exception. The difficulties typically arise
with regard to communities that “look and feel” rural but that fall on the wrong
side of an essentially arbitrary line drawn on the basis of geographic location, in-
come, or population size. These issues are of course not unique to rurality; any
means tested program, for example, will face similar issues related to the appro-
priate definition of income.

The challenge is therefore not the identification of problems with the current defi-
nition. The real challenge is to devise some other definitional scheme that reduces
or at least simplifies these issues, given the reality that the boundary issues are
unavoidable. We are studying these issues and will offer a recommendation to Con-
gress later this year.

The challenge is therefore not the identification of problems with the current defi-
nition. The real challenge is to devise some other definitional scheme that reduces
or at least simplifies these issues, given the reality that the boundary issues are
unavoidable. We are studying these issues and will offer a recommendation to Con-
gress later this year.

Questions Submitted by Hon. Timothy V. Johnson, a Representative in Con-
gress from Illinois

Question 1. Mr. Secretary, could you please provide an update on the Depart-
ment’s outreach and educational efforts when it comes to the Average Crop Revenue
Election Program (ACRE)? What are you doing to ensure that Farm Service Agency
County Staff are adequately trained in providing consistent and quality information
to producers?

Answer. FSA remains committed to ensuring FSA’s field staff is knowledgeable
and helpful to producers regarding the Average Crop Revenue Election (ACRE) and
its relationship with the Direct and Counter-Cyclical Payments Program (DCP).

First, FSA has provided several tools to field staff for educating producers on this
program. These include informational materials for State and County offices, ongo-
ing Public Service Announcements and other media outreach from the national of-
fice, and targeted outreach at the local level (including translation services) to So-
cially Disadvantaged producers. FSA has conducted informational meetings regard-
ing ACRE at the local level, and is working closely with state extension officials and
the private sector to provide as many public venues as possible for producers to
bring questions to FSA staff.

At the same time, we understand the particularly complex nature of this program
for both producers and FSA staff, and we have taken extra steps to educate staff
regarding the ACRE program. FSA conducted standard “face-to-face” program train-
ing regarding ACRE before the program’s first sign-up in 2009; for the first time,
staff members were also trained directly by national program staff during a live
webinar training session. As sign-up went on, FSA national program staff conducted
numerous conference calls and online meetings to continue answering staff ques-
tions regarding the program.

During the 2010 sign-up, FSA provided all State Offices with ACRE enrollment
data to enable additional follow-up by state officials to County Offices whose DCP
and ACRE enrollment rates lag behind the national average. FSA is closely moni-
toring these enrollment figures, and national program staff is working closely with
i%lft{% and County staff to ensure quality responses to producer questions regarding

Question 2. As you know the ACRE program (created in the 2008 Farm Bill) pro-
vides a revenue based option for producers. The economic safety net is of paramount
importance as we continue to work through the implementation of the current farm
bill and begin earnest discussions on the next farm bill. Many producers in the 15th
District of Illinois have suggested that ACRE could be more effective if it used coun-
ty level triggers as opposed to state triggers. How do you view such a proposal?

Answer. As you know, the state trigger is considered to be met if the actual state
yield times the higher of the national average market price or 70 percent of the na-
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tional average loan rate is less than 90 percent of the state 5 year yield times the
2 year national average market price.

If future legislation substituted county yields rather than state yields, as indi-
cated above, the impact of a change in yields at the county level rather than the
state level may be more reflective of an individual producer’s yields in some situa-
tions. Presently, state yield information is provided through data obtained from
NASS. This would increase the difficulty of administering an ACRE program with
county triggers. In addition, ACRE payments under a county ACRE program could
vary widely from county to county even though farm yields near county boundaries
may be quite similar. Furthermore, such a program would have to be considered rel-
ative to programs currently being offered through USDA’s Risk Management Agen-
cy, and would have to fall within the farm bill’s budget constraint.

Question 3. As you know, pollinators play a crucial role in helping produce the
foods that we eat. According to scientists at universities and USDA, it is estimated
that pollinators are involved in one out of every three bites of food that we eat. A
CRS Report by Renee Johnson places the commercial value of honey bees between
$15 and $20 billion annually. The 2008 Farm Bill included a yearly $10 million au-
thorization through FY 2012 aimed at research and extension grants for pollinator
protection. Could you please provide me with an update as to how much and how
this money has been spent as well as some remarks on the cause of and progress
against Colony Collapse Disorder?

Answer. Colony collapse disorder (CCD) has caused beekeepers to experience total
colony losses in the 30 percent range each year since 2006. Although a long-term
prognosis is not yet possible, the situation is not considered sustainable. The Agri-
cultural Research Service (ARS) and the National Institute of Food and Agriculture
(NIFA) continue to co-chair the Federal CCD Steering Committee, which addressed
the crisis through the CCD Action Plan. The Natural Resources Conservation Serv-
ice (NRCS) chairs the Interagency USDA Pollinator Protection Committee which ad-
dresses pollinators more broadly.

Of the $10 million authorized by the 2008 Farm Bill for CCD, the new funding
has been appropriated as follows:

e ARS has brought its total budget for pollinator research from $9.3 million (FY
2007) before the 2008 Farm Bill to $11.7 million (FY 2010), with an additional
$500,000 in the President’s FY 2011 request. Temporary ARS funding also in-
cludes a $5 million ($1 million per year) area wide project to test best manage-
ment practices for honey bees.

e NIFA’s total spending on CCD and pollinator protection went from $1 million
in 2007 to $4 million in 2010. Of this $4 million, $3 million has been appro-
priated to its Agriculture and Food Research Initiative (AFRI). NIFA’s funding
includes a Coordinated Agricultural Project (CAP) which was initiated in 2008
and is expected to be continued through 2012. The CAP focuses on research and
extension aimed at producing healthier bees and to provide outreach to bee-
keepers and the public on topics relevant to bee health including CCD.

o Since the $2.25 million authorized by the 2008 Farm Bill for the bee health sur-
vey for each year from 2008 to 2012 has not been appropriated, the Animal and
Plant Health Inspection Service (APHIS) has provided $150,000 in 2009 and
$550,000 in 2010 from existing Section 10201 funding.

Overall, USDA research has focused on data collection, analysis, research, and
mitigation, in accordance with the CCD Action Plan. It now seems clear that CCD
starts with multiple stressors on colony health: long distance transportation, loss of
bee forage, the increasing use of systemic pesticides, the varroa mite and need to
apply miticides, toxins building up in bee feed, and a variety of viruses and other
pathogens. In essence, when numbers drop below 10,000 bees per colony over win-
ter, the colony can no longer produce the next generation of bees and collapses. Sev-
eral studies have documented extremely high pathogen and pesticide loads in dis-
eased bee colonies, particularly viruses such as the Israeli acute paralysis virus and
deformed wing virus, as well as the parasite nosema. Moreover, one recent study
indicates that these stressors may synergize with one another; pesticides in par-
ticular can stress bee immune systems and make them more susceptible to viruses,
pests such as the highly detrimental varroa mite, and parasites. Collectively, these
findings indicate that colony collapse is likely the result of stress overload. New
funding is being used to address these important leads, particularly pesticide, patho-
gen, pest interactions, environmental stressors, and providing more robust bees for
golllitliaation by breeding better bees and providing nutritional supplements for bee

uild up.
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Questions Submitted by Hon. Deborah L. Halvorson, a Representative in
Congress from Illinois

Question 1. Are there adjustments you will be suggesting to the farm bill that ad-
dresses the safety net provisions for program crop farmers and if so, what are they?
Answer. USDA is looking forward to working very closely with Members of Con-
gress and Agriculture Committee Members to provide payment, crop and other sta-
tistical data that would indicate the scope and assistance provided by current safety
net provisions. FSA expects to offer suggestions that would potentially administra-
‘(ciivle burdens and add to the effectiveness and timeliness of Federal farm program
elivery.

Question 2. Will the Department of Agriculture be making specific recommenda-
tions for farm program provisions and if so when?

Answer. USDA 1is looking forward to working very closely with Members of Con-
gress and Agriculture Committee Members to provide payment, crop and other sta-
tistical data that would indicate the scope and assistance provided by current safety
net provisions. USDA would like to work with the House and Senate Agriculture
Committees to develop a bipartisan 2012 Farm Bill that reduces administrative bur-
dens on our farmers and ranchers and improves the effectiveness of the farm safety
net.

Question 3. Will revenue based safety nets be able to be considered down to at
least the county level?

Answer. Current farm legislation provides that state level and farm level data will
be used to determine when a farm is eligible for an ACRE payment. A change in
the Food, Conservation and Energy Act of 2008 would be required to move the state
level trigger down to the county level trigger. Data for county level triggers may be
significantly harder to obtain because NASS does not, in all cases, provide yield in-
formation at the county level.

Question 3a. Many farmers in my state are interested in the revenue based safety
net program and an appealing provision would be county level coverage for the
ACRE program.

Answer. A county-based ACRE program would create substantial data challenges
for FSA. NASS data is considered the first choice as the most reliable yield data
available. However, there are many counties that NASS does not report production
and acreage data, particularly for the “other oilseeds,” pulse crops, and other com-
modities grown in non-major producing areas. Collecting reliable yield data should
be a priority, if the move is made to a county level trigger.

Establishing state-level guarantee and actual yields for the ACRE program has
presented challenges. For example, there are 33 states that state-level guarantee
and actual yields are needed for sunflower seed that NASS does not report a yield.
In addition, ACRE payments under a county ACRE program could vary widely from
county to county even though farm yields near county boundaries may be quite simi-
lar. Furthermore, such a program would have to be considered relative to programs
currently being offered through USDA’s Risk Management Agency, and would have
to meet the farm bill’s budget constraint.

Question 4. What is USDA doing to improve agriculture exports, especially in the
dairy and meat sectors?

Answer. We are putting a renewed emphasis on trade at USDA as we work with
nations across the world to achieve a level playing field. USDA is committed to
working to ensure that U.S. farmers have fair market access, a strong under-
standing of key market trends, and support in overcoming constraints such as tight
credit in international markets.

The Fiscal Year 2011 export forecast for livestock, poultry, and dairy products is
raised by almost $200 million to $20.3 billion. The forecast for broiler meat is re-
vised upward by nearly $300 million to $3 billion, as prices have been resilient de-
spite the implementation of sanitary requirements by Russia and market access
issues in several other countries. The dairy export forecast is raised slightly to $2.9
billion due to strong global dairy prices and expected recovery in milk powder sales.
Pork exports are reduced by over $100 million to $4.1 billion on lower quantities
as tight domestic supplies and limit U.S. shipments. For the same reason, beef and
pork variety meats are dropped to just over $1 billion. Beef exports are unchanged
at $3 billion.

For U.S. beef, Under Secretary for Farm and Foreign Agricultural Services James
Miller has traveled to Japan and China where restrictions still exist due to per-
ceived risks associated with BSE, to revitalize ongoing efforts to further expand ac-
cess for U.S. beef and beef products. The Secretary also recently returned from
Japan where he pressed for the two sides to develop a mutually agreeable frame-
work for negotiating expanded beef access. In the coming months, we will seek addi-
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tional opportunities to further engage Japan, China, Mexico, and Hong Kong. Re-
cent efforts with China and Russia opened markets for pork, with respect to pork
headed to China, we are striving to assure that Chinese import requirements are
consistent with international standards.

To date for FY 2010, USDA has guaranteed approximately $75 million of beef and
pork exports under the GSM-102 Export Credit Guarantee Program. During times
of slow global economic growth and tight credit the GSM-102 Program encourages
the extension of credit by U.S. banks for sales of U.S. agricultural exports, thus en-
couraging exports to buyers primarily in developing countries. In 2010, the U.S.
Meat Export Federation received $15.7 million in funds under the Market Access
Program and $1.7 million under the Foreign Market Development program.

For dairy products, we are engaged in several areas. The Dairy Export Incentive
Program (DEIP). DEIP helps U.S. dairy exporters meet prevailing world prices and
encourages the development of international export markets in countries or regions
where U.S. dairy products are disadvantaged due to subsidized dairy products from
other countries. On May 22, 2009, facing poor domestic market conditions and the
reintroduction of dairy export subsidies by the European Union, USDA announced
DEIP allocations for the July 2008 through June 2009 year, as allowed under the
rules of the World Trade Organization. On July 6, 2009, the initial tranche of alloca-
tions for the July 2009 through June 2010 year was announced. Since July 2009,
USDA has awarded bonuses for the export of 37,228 metric tons of nonfat dry milk
17,470 metric tons of butterfat and 1,843 metric tons of cheese. The program has
facilitated sales of U.S. dairy products to Africa, the Middle East, Asia/Eurasia, Cen-
tral and South America, and the Caribbean.

The Department of Agriculture was able to delay China’s implementation of any
new dairy certification requirements and we are advocating science-based require-
ments that are consistent with international guidelines in our continuing engage-
ment with Chinese officials.

In 2010, the U.S. Dairy Export Council received $4.3 million in funds under the
Market Access Program and $700,000 under the Foreign Market Development pro-
gram.

Questions Submitted by Hon. Kurt Schrader, a Representative in Congress
from Oregon

Question 1. Title X of the 2008 Farm Bill is particularly important to my state
which is primarily specialty crops. I would like to hear your views on the impor-
tance of Title X in the next farm bill.

Answer. USDA commends Congress for including, for the first time, a specialty
crop and organic agriculture title in a farm bill. This Administration is committed
to the importance of fresh, nutritious food and organic agriculture. President Obama
has made a safe, sustainable, and nutritious food supply a central goal for USDA.

As Congress begins discussions for the 2012 Farm Bill, USDA encourages mem-
bers to recognize, as they did in drafting the 2008 Farm Bill, the importance of
these valuable segments of U.S. agriculture.

Question 2. The Forest Service is a shadow of what it used to be. It appears the
FS can no longer help our forests and no longer promotes jobs. In my opinion we
should either do away with or make enough of investment to keep forests healthy,
create jobs and make vibrant rural communities. With that said, the farm bill asked
for national priorities for forest land to be established. With this being the case, how
come it’s taken the Forest Service so long to select members of the State Forest
Stewardship Coordinating Committee?

Answer. Each state forestry agency is responsible for selecting and convening its
State Forest Stewardship Coordinating Committee (SFSCC). These committees were
first established in 1990, and have been functioning since then. The 2008 Farm Bill
added a member of the State Technical Committee (chaired by the Natural Re-
sources Conservation Service) to the SFSCC. If there is a question regarding the
SFSCC in a particular state we can follow up.

If the question is more focused on the Forest Resource Coordinating Committee
established to advise the Secretary of Agriculture, please see the following:

The naming of the members of the Forest Resource Coordinating Committee is
moving forward. The original charter called for a maximum of 20 members, but with
the wide range of diverse interests who wish to advise the Secretary of Agriculture
on private forestry matters, the Department has decided to consider additional po-
tential applicants. This entails amending the original charter and allowing time for
additional applications to be submitted and subjected to background checks. The
charter should be amended by July, the committee members appointed, vetted and
notified by September, and a first meeting held by December.
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Question 3. 1 appreciate the emphasis on renewable biomass in the last farm bill
and as part of ACES, the House Climate Change bill. It’s critical to some semblance
healthy forests and rural communities. This broad definition of renewable biomass
is critical to effective implementation of those bills. There is some concern the
USDA may be backing away from that definition when developing BCAP rules. In
my opinion that would be catastrophic. I would like to hear your comments on that.
Also, I would appreciate your commitment to support the 2008 Farm Bill definition.

Answer. The statutory definition of renewable biomass in the 2008 Farm Bill is
the definition that the Department of Agriculture will use when developing the final
regulations the Biomass Crop Assistance Program (BCAP). In addition to furthering
the development of crops of renewable biomass for energy, BCAP is designed to im-
prove forest health by removing uneconomical forest thinnings, and reducing the
risk of disease, invasive species, and forest fires. Furthermore, forests provide an
important sink for carbon dioxide, the most common global warming pollutant.

Question 4. Sec. 502 Rural Housing program has been unqualified success and has
an exceptional track record. This program is being used more than ever before but
it’s funding has nearly run dry. What is the USDA doing to keep program going
for the remainder of the year? Are there plans to adjust the program going forward
to account for the increased demand for loans under Sec. 5027

Answer. The reason why funding for the Section 502 Single Family Housing Guar-
anteed Loan Program (SFHGLP) will run out so soon is due to the unprecedented
increased demand for mortgage financing resulting from the housing crisis. The
USDA supports legislation in which the SFHGLP guarantee fee structure would
make it subsidy neutral, meaning the program would collect enough in fees to fully
offset estimated losses resulting from new guarantees. The guarantee fee structure
does not require further appropriation of budget authority to continue serving rural
America. In addition, ample funding is available under the Section 502 Single Fam-
ily Housing Direct Loan Program (SFHDLP) to provide homeownership opportuni-
ties to low and very low income households.

Question 5. What recommendations is the USDA making to the Administration
and USTR Kirk on reducing barriers other nations have raised as a result of old,
outdated trade agreements that no longer reflect the increased competitiveness of
what were developing nations?

Answer. Concluding the WTO Doha Round of agricultural negotiations is an es-
sential tool in preserving and expanding access to foreign markets for U.S. food and
agricultural products through the promotion of an open, rules-based global trading
system. We need to conclude a Doha trade agreement that creates real access to key
global markets including from large, emerging markets such as China, India, and
Brazil. USDA continues to strongly support and enunciate the Administration’s
clear position that advanced developing economies must assume their corresponding
leadership responsibilities in trade agreements both bilaterally and multilaterally
and be willing to provide significant, new access to their markets. At the same time,
the USDA continues to seek the best conditions possible domestically for our farm-
ers and ranchers so they can maintain and grow our competitive global position in
agricultural production, processing, and distribution. We also seek new market ac-
cess opportunities through bilateral and regional trade agreements. The Trans-Pa-
cific Partnership FTA negotiation brings together a mix of developed and developing
nations that will effectively help address the competitiveness challenges the United
States will face in the 21st century. We support the Office of the U.S. Trade Rep-
resentative’s efforts to deliver economic and strategic trade benefits by resolving
outstanding issues on the pending FTAs with Panama, Colombia and Korea. When
these FTAs are implemented, they will significantly expand opportunities for U.S.
agricultural exports.

Question Submitted by Hon. Earl Pomeroy, a Representative in Congress
from North Dakota

Question. At a January 10, 2007 Senate Agriculture, Nutrition and Forestry Com-
mittee hearing, U.S. Department of Agriculture’s Chief Economist, Keith Collins,
noted that high crop prices, due in part to the strong domestic market for ethanol,
led to a $6 billion savings for the Federal Government from reduced farm program
payments in 2006. Thus, with increased tax revenue and reduced farm program
costs, the taxpayer realized a $4 return for every $1 invested in domestic renewable
energy last year. Has the Department looked more recently at the impact of biofuels
policy and the use on commodity prices as well as the impact on commodity program
spending?

Answer. At a June 12, 2008 U.S. Senate Energy and Natural Resources Com-
mittee hearing, U.S. Department of Agriculture’s Chief Economist, Joseph Glauber,
testified on the effects of the expansion in biofuels production in the United States
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on commodity markets and food prices. In that testimony, the effects of increased
ethanol and biodiesel production on corn and soybean prices are presented for mar-
keting years 2006/07 and 2007/08. Assuming the amount of corn used for ethanol
production and soybean oil used for biodiesel production in 2006/07 and 2007/08 re-
mained unchanged from the amounts used in the 2005/06 marketing year, corn
prices would have averaged $0.24 per bushel lower in 2006//07 and $0.65 per bushel
lower in 2007/08. Soybean prices would have averaged $0.18 per bushel lower in
2006/07 and $1.75 per bushel lower in 2007/08. Despite the drop in corn and soy-
bean prices, commodity program spending would have remained essentially un-
changed, since corn and soybean prices would have continued to exceed levels that
would have triggered either countercyclical payments or marketing loan benefits.
The scenario presented above was selected to depict the effects of increased ethanol
and biodiesel production on corn and soybean prices and does not represent a spe-
cific policy scenario.

In May 2007, USDA’s Office of the Chief Economist and the Economic Research
Service analyzed two alternative scenarios of biofuel production at the request of
Senator Saxby Chambliss. Under scenario 1, annual domestic ethanol production in-
creases to 15 billion gallons by 2016 and annual domestic biodiesel production in-
creases to 1 billion gallons. Under scenario 2, ethanol production increases to 20 bil-
lion gallons by 2016 and annual biodiesel production increases to 1 billion gallons.
These scenarios compare with about 12 billion gallons of ethanol and 700 million
gallons of biodiesel production in 2016 in USDA’s long-term baseline agricultural
projections released in February 2007. Under scenario 1, the price of corn increases
by $0.31 per bushel and the price of soybeans increases by $0.45 per bushel above
the baseline in 2016. Under scenario 2, the price of corn increases by $0.65 per
bushel and the price of soybeans increases by $1.20 per bushel above the baseline
in 2016. These price increases would not have reduced commodity program pay-
ments, since prices for both corn and soybeans were above levels that would have
{:)riggered countercyclical payments and marketing loan benefits for corn and soy-

eans.

Question Submitted by Hon. Bill Cassidy, a Representative in Congress
from Louisiana

Question 1. Under Cap-and-Trade, farmers would face higher energy costs and
input costs due to the higher cost of carbon-based products. Proponents of Cap-and-
Trade have argued that farmers could mitigate these added expenses by decreasing
carbon emissions and selling the resulting “credits” as offsets. Yet the Congressional
Budget Office estimates that %5 of the offset credits would be supplied by inter-
national sources. Furthermore, USDA Chief Economist Jonathan Glauber has said
that the primary source of carbon offsets would be afforestation of farm land, from
which agriculture products may no longer be produced. Therefore, is it realistic to
expect that these carbon offsets will benefit American agriculture and our farmers?
If so, on what assumptions is this expectation based?

Answer. The analysis prepared by USDA Chief Economist, Dr. Joseph Glauber in
December 2009 addresses many of the issues outlined in your question. Our findings
suggest that under the energy price scenario estimated by the Environmental Pro-
tection Agency (EPA) for the bill entitled the “American Clean Energy and Security
Act of 2009” (H.R. 2454), the price and income effects due to higher production costs
for agriculture will be relatively small, particularly over the short run (2012-2018).
Impacts on production costs are also mitigated by provisions in H.R. 2454 that
would provide allowance rebates to “trade-vulnerable” industries, including fer-
tilizers. When production cost impacts are considered in conjunction with likely com-
modity price increases and possible revenues from offsets and increased bioenergy
production, the impact on net farm income may be positive.

As you note, providing offsets through afforestation will take land out of agricul-
tural production. It is important to note that afforestation is only one potential
source of carbon offsets for agriculture. Since such activities would be voluntary,
they would not be undertaken by farmers unless they could generate returns on
that farmland in excess of returns from crop production. Similarly, existing cropland
could be farmed in a less intensive manner and farmers will have incentives to im-
prove fertilizer and manure management. H.R. 2454 and the recently announced
proposal by Senators Kerry and Lieberman entitled “the American Power Act” pro-
vide a long list of potential offset activities in the agriculture and forestry sectors.
In addition to providing offsets to regulated firms, the renewable energy provisions
in many recent cap-and-trade proposals will promote the use of biomass-based en-
ergy in generating electricity. Such proposals will further provide U.S. farmers with
opportunities to participate in the nation’s efforts to reduce overall emissions of
greenhouse gas emissions.
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We anticipate that domestic and international offsets will play an important role
in meeting the emission targets under proposed climate change legislation. The
American Clean Energy and Security Act (H.R. 2454), constrains international and
domestic offset supply to no more than 2 billion metric tons of greenhouse gas emis-
sions in any given year. More recent proposals such as the bill entitled “Clean En-
ergy Jobs and American Power Act” (S. 1733) places tighter restrictions on inter-
national offset supply and thereby encourage the supply of domestic offsets relative
to provisions in H.R. 2454. Similarly, the proposal by the Senators Kerry and
Lieberman would also place further restrictions on international offset supply in any
given year, thereby encouraging domestic offsets.

Question la. In addition, if carbon offsets are supplied internationally, what en-
forcement mechanism does the Administration support to ensure the long-term in-
tegrity of the offsets supplied in other countries?

Answer. Transparency and verification are critical to any international climate
agreement and to a robust international carbon offsets market. For this reason, the
U.S. has consistently supported establishing strong measurement, reporting, and
verification systems to provide for full and accountable reporting. Market instru-
ments will require a high level of stringency in order to maintain confidence and
ensure results are real, additional, and verifiable. An effective international system
will:

e Include requirements that countries develop plans that present detailed descrip-
tions of steps envisaged, including policies and measures, estimates for the ex-
pected effect of those actions on emissions and removals, and their relationship
to longer-term mitigation scenarios;

e Include complete greenhouse gas inventories using the most recent IPCC guide-

lines;
e Ensure that reductions in emissions or increases in removals are new and addi-
tional; and

e Establish clear incentives for countries to continuously improve their national
monitoring and reporting systems.

Question Submitted by Hon. Tim Holden, a Representative in Congress
from Pennsylvania

Question. TEFAP—The farm bill provided large increases to The Emergency Food
Assistance Program (TEFAP), from $140 million to $250 million per year, and in-
dexed it for inflation. This additional funding has been of vital importance to many
American families in the current economy. In spite of this increase, however, food
banks are reporting a growing need for more food and additional administrative
funding, even beyond what was provided in the stimulus bill. In contrast, early in
2009, we were told that TEFAP was unable to spend all of the farm bill increase.
Can you please tell us about the status of TEFAP purchases, administrative costs,
and what you are hearing at the Department about any outstanding need for more
emergency food assistance?

Answer. In Fiscal Year (FY) 2009, the Department provided almost $710 million
in food for the emergency feeding network, including $100 million through the
American Recovery and Reinvestment Act of 2009 (ARRA) and $373.7 million in
bonus foods. We also provided $49.5 million in regularly appropriated administra-
tive support for state and local agencies and $25 million in ARRA TEFAP adminis-
trative support.

In FY 2010, Congress appropriated $248 million for food purchases under TEFAP,
based on the statutory formula established in the 2008 Farm Bill, and $49.5 million
in administrative support to states and local agencies. An additional $25 million in
administrative support was provided through ARRA. In addition to ARRA and the
regularly appropriated food and administrative funds, Congress also appropriated
$60 million for cheese and other dairy products for TEFAP in FY 2010. We will con-
tinue to direct bonus foods to TEFAP to the extent that resources permit. Currently,
we estimate that we will provide about $348 million in bonus foods to the emer-
gency feeding network in FY 2010.

In addition, the 2008 Farm Bill authorized an Emergency Food Program Infra-
structure Grant to support and expand the activities of the Emergency Food Net-
work. In FY 2010 Congress appropriated $6 million for this grant. The Department
released the Request for Application on April 1, 2010.

In this current economic climate, the Department continues to hear of growing
numbers of American turning to food pantries and soup kitchens to feed their fami-
lies. We have heard this increase in demand is placing an increased burden on the
food bank community, both in terms of need for additional food and funds. The food
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bank community continues to absorb all resources that the Department has made

available.
ATTACHED TABLES
Borrowers of FSA Loans Ineligible Under Term Limits
Guaranteed Direct
State Currently Become Ineligible Currently Become Ineligible
Ineligible * 2010 ** Ineligible
AL 20 4 57 70
AZ 1 2 2 9
AR 156 37 126 264
CA 29 5 104 192
CcO 37 15 51 102
CT 10 2 5 11
DE 0 0 0 2
FL 13 3 12 39
GA 130 30 105 117
D 77 20 102 163
IL 235 67 170 179
IN 148 47 68 122
IA 232 98 367 388
KS 191 59 160 236
KY 103 39 328 392
LA 391 104 39 213
ME 32 18 36 112
MD 2 0 0 18
MA 7 2 3 34
MI 94 49 94 139
MN 360 112 241 430
MS 97 42 60 182
MO 132 44 190 256
MT 48 19 51 125
NE 209 73 420 299
NV 7 2 5 11
NH 3 0 10 19
NJ 2 3 5 7
NM 18 7 10 29
NY 38 13 95 175
NC 87 28 105 160
ND 141 89 228 369
OH 64 16 20 58
OK 112 36 95 254
OR 17 6 56 169
PA 27 17 272 372
RI 0 0 2 4
SC 57 23 29 66
SD 138 54 223 272
TN 83 27 41 142
TX 447 154 474 923
uT 2 0 31 53
VT 7 2 31 55
VA 27 7 37 64
WA 59 19 53 91
wv 10 8 39 100
WI 36 20 148 254
wY 13 4 2 36
AK 0 0 7 6
HI 0 2 10 15
Guam 0 0 0 4
PR 0 0 0 2
VI 0 0
National 4,149 1,428 4,819 7,804

*These borrowers can obtain guaranteed operating loans due to statutory suspension of guar-

anteed limit.

*##* Assuming suspension ends 12/31/2010.

The following summary for FY 2009 provides a representative sampling of the
Community Facilities Program project distribution:

Project Description

Number Facilities

Amount

Pharmacies & Drug Stores
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Project Description Number Facilities Amount
Physicians Clinic 13 $6,851,400
Dental Clinic and Offices 5 $5,627,020
Nursing Home (Sr. Citizen Retirement Home) 17 $47,263,845
Boarding Home for Elderly—Ambulatory Care
Assisted Living Facility 13 $25,198,292
Hospital (General & Surgical) 8 $43,886,003
Hospital (Critical Access) 30 $201,704,600
Hospital Equipment 16 $1,561,971
Hospital Equipment (Critical Access) 19 $2,712,509
Telemedicine
Psychiatric Hospital 1 $183,124
Outpatient Care 5 $7,120,000
Vocational Rehabilitation Center 3 $299,500
Medical Rehabilitation Center or Group Home for Retarded 4 $3,528,235
Home Health Care
Office Building (Health Care) 14 $13,736,226
Mental Health Physicians Office (Centers, clinics) 2 $1,761,000
Migrant Health Centers
Other Health Care 44 $26,536,331
Health Care 194 $387,970,056
Rescue and Ambulance Service 90 $7,722,430
Rescue and Ambulance Service—Equipment Building 14 $2,981,592
Communications Center 7 $2,812,770
Mobil Communications Center 3 $19,295
Civil Defense Building
Early Storm Warning System 61 $793,993
Police Station 9 $8,726,500
Police Car 268 $11,139,299
Jail 9 $19,025,185
Fire Department Building 65 $31,079,562
Fire Trucks 175 $27,583,659
Fire Protection Equipment 72 $2,045,730
Multi Service Bldg—FRPS 8 $4,219,655
Other Fire, Rescue & Public Safety 170 $14,242,511
Fire, Rescue, & Public Safety 951 $132,392,181
School Maintenance and Equipment Service Center
Computers or Other Equipment for Facility 36 $3,495,834
Public School 16 $11,810,727
Distance Learning 1 $19,250
College 12 $2,640,000
Charter School 12 $29,515,941
College Dorm 4 $9,440,000
Library 25 $6,496,900
Vocational School 3 $2,914,900
Educational Institution for Disabled 7 $4,292,000
Open Air Theater 1 $861,200
All Purpose Campus Building 8 $24,519,500
Museum 16 $3,873,643
Transitional Housing for non-tribal residents
Child Care & Education Center 73 $13,188,267
Other Cultural & Educational 45 $46,766,141
Cultural & Educational 259 $159,834,303
Rodeo Grounds
Football Stadium
Camp Grounds w/cabin
Ball Park
Basketball Court
Curling Rink
Ski Lodge
Clubhouse for Recreational Facility
Community Multiple Recreation Center 3 $2,250,000
Community Park
Park & Beach Area
Lake
Golf Course
Ski Area
Tennis Courts
Shooting Club
Camp Grounds
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Project Description Number Facilities Amount
Swimming Pool
Recreational activities 3 $2,250,000
Electrical Service 2 $67,500
Electrical Equipment Maint. Bldg. 1 $10,500
Hydro Electric 1 $5,000,000
Natural Gas Distribution 1 $2,530,000
Energy Transmission and Distribution 5 $7,608,000
Public Maintenance Building 4 $990,795
County Health Department Office 3 $1,174,600
Community Center 31 $10,173,040
Adult Day Care Center 5 $884,529
Food Preparation Distribution Center 8 $528,912
Home for Delinquents 1 $9,350
Youth Center 7 $2,284,000
Social Services Building 6 $15,950,845
Homeless Shelter
Other Individual & Family Services—Domestic Violence etc.) 10 $2,514,042
Fraternal Hall
Data Processing Center
Heating Plant for Public Buildings
City Hall 24 $13,402,887
Office Building (General) 15 $7,418,820
Courthouse Annex
County Court House 9 $25,167,130
Street Improvement 13 $16,785,500
Street Maintenance Equipment 47 $3,031,856
Railroad
Railroad Engine House
City Bus Service
Special Transportation 8 $1,149,820
Sidewalks 1 $80,000
School Buses 2 $91,250
Municipal and County Garage 6 $5,290,500
Offstreet Parking 8 $1,012,766
Bridge
Marina
Municipal Dock (Water or Terminal operation)
Airport Hangar 3 $3,692,600
City Airport 2 $347,830
Other Public Buildings & Improve 55 $24,947,915
Public Buildings and Improvements 268 $136,928,987
Water Improvements
Sewer Improvements
Drainage & Levee Districts 1 $75,000
Industrial Parks—CF Only 3 $2,555,200
Industrial Development 4 $2,630,200
Agriculture Land for Research Center
Agricultural fairgrounds 3 $3,135,000
Farmers Market
Animal Shelter 8 $5,185,440
Grandstands, County Fairgrounds 2 $10,732,000
Dam 1 $1,100,000
Cable TV
Business Incubator
Sprinkler System 2 $284,500
Cemetary 3 $58,799
Scout Camp
Oceanfront Protection
Dike
Other 125 $20,138,602
144 $40,634,341
Total Summary 1,828 $870,248,068
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HOUSE OF REPRESENTATIVES,
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The Committee met, pursuant to call, at 9:05 a.m., in Room 1300
of the Longworth House Office Building, Hon. Collin C. Peterson
[Chairman of the Committee] presiding.

Members present: Representatives Peterson, Holden, Mclntyre,
Boswell, Baca, Cardoza, Scott, Herseth Sandlin, Cuellar, Costa,
Kagen, Schrader, Dahlkemper, Markey, Schauer, Kissell, Boccieri,
Murphy, Owens, Minnick, Lucas, Goodlatte, Moran, Neugebauer,
Fortenberry, Smith, Luetkemeyer, Thompson, Lummis, and
Cassidy.

Staftf present: Aleta Botts, Claiborn Crain, Nona Darrell, Dean
Goeldner, Craig Jagger, Keith Jones, Mary Knigge, John Konya,
Scott Kuschmider, Robert L. Larew, Clark Ogilvie, James Ryder,
Lisa Shelton, Anne Simmons, April Slayton, Debbie Smith, Faye
Smith, Tamara Hinton, Josh Maxwell, Nicole Scott, Pelham
Straughn, and Pete Thomson.

OPENING STATEMENT OF HON. COLLIN C. PETERSON, A
REPRESENTATIVE IN CONGRESS FROM MINNESOTA

The CHAIRMAN. The hearing of the Committee on Agriculture to
review U.S. policy in advance of the 2012 Farm Bill will come to
order, and we welcome everybody to the hearing today. Before we
get started, I want to recognize the newest Member of the House
Agriculture Committee, Mr. Bill Owens who is from New York.
Bill, we are glad to have you with us. He represents the 23rd Dis-
trict in upstate New York and he has already been busy working
on agriculture issues including dairy, which is an important indus-
try in that part of the world. So, we welcome him to the Committee
and look forward to working with him on the farm bill and other
important issues for agriculture producers.

Mr. OWENS. Thank you, Mr. Chairman. I appreciate it and I have
received a lot of welcoming remarks from not only colleagues on the
Committee, but many of my constituents. This is a very happy
thing to have happen, and I am going to enjoy working on this
Committee. Thank you very much.

The CHAIRMAN. Well, thank you and we are glad to have you.

Over the past months, we have started laying the groundwork
for the next farm bill, and so far we have had a positive experience.
After our first hearing with Secretary Vilsack, the Committee went

(143)
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on the road holding hearings in Iowa, Idaho, California and Wyo-
ming, and tomorrow we will travel to Georgia, Alabama, Texas and
South Dakota to hear from more farmers, ranchers and others who
use farm bill programs.

While some people have expressed concern about the policy of
changing farm programs, almost everybody agrees that there are
some things that they would like to change in the current farm bill.
If we can provide a better safety net within the budget that we
have, everybody, it seems, would at least like to consider alter-
natives to the programs that we have in place right now. That is
why we are starting early, to give people enough time to look at
new ideas and consider different options, and see what is working
and what isn’t, and what might work better.

Today we are hearing from some distinguished academics and
economists who study agriculture policy and can provide insight
about the trends and emerging issues facing agriculture in rural
America. These perspectives will help us craft policies that will
meet the evolving situations facing producers and others who use
farm bill programs.

Just as agriculture production has evolved, I believe that our
farm programs must also evolve to ensure that the safety net pro-
vides adequate support for our farmers and ranchers. In consid-
ering the reality of today’s economy, we need to decide if the exist-
ing farm programs are adequate, and we need to be sure that we
are making the best possible use of the resources that we have.
When writing a bill as large and comprehensive as the farm bill,
it is important that we hear as many perspectives as possible. That
is why I am committed, again, to a process that is open, trans-
parent and bipartisan. We are collecting feedback on the website,
www.agriculture.house.gov, so I ask everybody to be involved.

And again I want to thank the panelists for being us today. I
look forward to the dialogue.

[The prepared statement of Mr. Peterson follows:]

PREPARED STATEMENT OF HON. COLLIN C. PETERSON, A REPRESENTATIVE IN
CONGRESS FROM MINNESOTA

Good morning and welcome to today’s hearing of the House Agriculture Com-
mittee.

Before we get started, I want to recognize the newest Member of the House Agri-
culture Committee, Bill Owens of New York. Bill represents the 23rd district in up-
state New York, and he has already been busy working on agriculture issues, in-
cluding dairy, which is an important industry in that part of the world. We welcome
him to the Committee and look forward to working with him on the farm bill and
other important issues for agriculture producers.

Over the past month, we have really started laying the groundwork for the next
farm bill, and so far, I am generally happy with what we have heard. After our first
hearing with Secretary Vilsack, the Committee went on the road, holding field hear-
ings in lowa, Idaho, California and Wyoming. Later this week, we will travel to
Georgia, Alabama, Texas and South Dakota to hear from more farmers, ranchers
and others who use farm bill programs.

While some people have expressed concern about the possibility of changing farm
programs, almost everyone agrees that there are some things that they would like
to change in the current farm bill. If we can provide a better safety net within the
budget we have, everyone seems willing to at least consider alternatives to the pro-
grams we have in place right now. That is why we are starting early—to give people
enough time to look at new ideas and consider different options that could work bet-
ter.
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Today, we are going to hear from some distinguished academics and economists
who study agriculture policy and can provide insight about the trends and emerging
issues facing agriculture and rural America. These perspectives will help us craft
policies that will meet the evolving situation facing producers and others who use
farm bill programs.

Just as agriculture production has evolved, I believe that our farm programs must
also evolve, to ensure that the safety net provides adequate support for our farmers
and ranchers. Considering the reality of today’s economy, we need to decide if the
existing farm programs are adequate, and we need to be sure that we are making
the best possible use of the resources we have.

When writing a bill as large and comprehensive as the farm bill, it is important
to hear as many perspectives as possible. That is why I am committed to a process
that is open, transparent, and bipartisan. We are collecting feedback on the Agri-
culture Committee website from those who are not able to testify at one of our hear-
ings, and I hope that everyone with an interest in the outcome of this farm bill will
take the time to share their thoughts with us online.

Again, I want to thank the panelists for joining us today, and I look forward to
the dialogue we’re going to have.

The CHAIRMAN. I recognize Mr. Lucas, the Ranking Member from
Oklahoma.

OPENING STATEMENT OF HON. FRANK D. LUCAS, A
REPRESENTATIVE IN CONGRESS FROM OKLAHOMA

Mr. Lucas. Thank you, Mr. Chairman, and I appreciate your
continued dedication to the farm bill process. You, many Members
of this Committee, and I, set out 2 weekends ago and traveled
across the nation to hear from actual producers about the current
farm bill, and how they would like to see their future farm bills
formed. I appreciate your diligence on hearing from so many parts
of the agricultural community. I welcome the witnesses today and
await their perspective on how we can better form farm policy for
the 2012 Farm Bill, and look forward to hearing their testimony.

I am especially interested in hearing about the credit situation
that our producers are operating under. I worry that the continued
excessive spending here in Washington will turn interest rates up,
and make the prospect of farming more expensive for producers. I
also want to hear the witnesses perspective on current programs,
especially some of the newer programs such as ACRE and SURE.
After hearing from many witnesses in Iowa, Idaho, California and
Wyoming, I have some concerns about the current ACRE Program,
especially since such a large percentage of our producers signed up
for the program. I want to hear if, under the current budget cli-
mate, we have the ability to change this program for the good of
our producers, or if the program just needs to be scrapped. Again,
I thank the witnesses for the testimony and look forward to hear-
ing and observing and listening to what they have to say.

[The prepared statement of Mr. Lucas follows:]

PREPARED STATEMENT OF HON. FRANK D. LUCAS, A REPRESENTATIVE IN CONGRESS
FROM OKLAHOMA

Mr. Chairman, I appreciate your continued dedication to this farm bill process.
You, many Members of this Committee, and I, set out 2 weekends ago and traveled
across the nation to hear from actual producers about the current farm bill and how
they would like to see future farm bills developed. I appreciate your diligence on
hearing from so many parts of the agriculture community.

I welcome the witnesses today and await their perspective on how we can better
develop farm policy for the 2012 Farm Bill and look forward to hearing their testi-
mony.
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I am especially interested in hearing about the credit situation that our producers
are operating under. I worry that the continued excess spending here in Washington
will raise interest rates and make the prospect of farming more expensive for our
producers.

I also want to hear the perspective of our witnesses on current programs, espe-
cially some of the newer ones like ACRE and SURE. After hearing from many wit-
nesses in lowa, Idaho, California and Wyoming, I have some concerns about the cur-
rent ACRE program, especially since such a large percentage of my producers
signed up for the program. I want to hear if, under the current budget climate, we
have the ability to change this program for the good of our producers, or if the pro-
gram just needs to be scrapped altogether.

Again, I thank the witnesses for their participation and I look forward to hearing
their testimony

The CHAIRMAN. I thank the gentleman and other Members can
make their statements part of the record if they have them.

I would like to have the witnesses come up to the table. Dr.
Bruce Babcock from Iowa State University, Professor Neil Ham-
ilton from Drake University in Des Moines, Iowa, Dr. Jean Kinsey
from the University of Minnesota, and Dr. Rob Paarlberg from
Wellesley College in Massachusetts, so welcome to the Committee.
Your full statements will be made part of the record and we will
recognize Dr. Babcock. Welcome to the Committee and we look for-
ward to what you have to say.

STATEMENT OF BRUCE A. BABCOCK, Pu.D. DIRECTOR,
CENTER FOR AGRICULTURAL AND RURAL DEVELOPMENT;
PROFESSOR, DEPARTMENT OF ECONOMICS, IOWA STATE
UNIVERSITY, AMES, TIA

Dr. BABcoOCK. Thank you, Mr. Chairman, for the opportunity to
participate in today’s hearing. I want to discuss what can be done
to the next farm bill to improve the cost-effectiveness of delivering
financial support to farmers.

Taxpayer costs of farm support for crops over the last 2 years are
about $13 billion for crop insurance, $10 billion for our direct pay-
ment, and $2.6 billion for marketing loan payments. It is not yet
determined what ACRE and SURE will cost this year. Of the $13
billion in support for crop insurance, more than $7 billion went to
the companies. Farmers received $6 billion in net indemnities.
Crop insurance failed the cost-effectiveness test because it simply
makes no sense for taxpayers to spend $13 billion to deliver $6 bil-
lion in net payments to farmers.

In contrast to crop insurance, direct payments incur minimal de-
livery costs, but they are increasingly difficult to defend. They pro-
vide green box payments not subject to WTO limits and were origi-
nally supposed to transition farmers to lower support levels, but we
are no longer in danger of exceeding WTO support limits. Any tran-
sition period is long past and farm profitability has been high since
2003.

There has been a widespread distaste for government bailouts of
big banks, GM, Chrysler and AIG, but there are arguments that
can be made to justify those interventions: they forestall a more se-
vere economic downturn. In contrast, farmers receive $5 billion a
year for nothing more than owning or renting farm land that hap-
pens to have base acres.

Cotton programs must change in the next farm bill if the U.S.
is to come into compliance with the WTO ruling that Brazilian cot-
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ton farmers were harmed by U.S. cotton payments. Perhaps the
cotton producers should follow the example of milk producers who
seem poised to propose replacing their longstanding price support
program with a new margin insurance program.

ACRE and SURE were created in response to dissatisfaction with
crop insurance, but ACRE has two problems. First, ACRE dupli-
cates coverage that is available for crop insurance. Why should tax-
payers be asked to fund both programs? Second, farmers have little
faith that state-level yield coverage provides adequate farm level
protection.

SURE is a complicated program to ensure that farmers are not
overpaid for crop losses. It is ironic to see such an effort expended
to make sure that a farmer suffers a whole farm loss before a
SURE payment is received when direct payments will flow to the
same farmer even in the most profitable years.

ACRE and SURE demonstrate that crop insurance-type pro-
grams can be administered by FSA, albeit with help from RMA.
FSA does not pay agent commissions and there is no risk burden
taken on by private companies, so the delivery cost of FSA can be
much lower than RMA, but not all programs can be effectively de-
livered through FSA. The private sector is more efficient at adjust-
ing on-farm losses, calculating premiums and being consumer-
friendly. Just as the government is ill-suited to run a car insurance
program, it is also ill-suited to provide individually tailored crop in-
surance. A recalibration of farm programs is needed that gives FSA
easy-to-administer programs that allows the private sector to pro-
vide services that the government should not.

An example of such a new calibration would be to move ACRE
to the county level, and to eliminate the farm level loss trigger.
This program would provide a large degree of protection against
farm level income declines, and it would not try to duplicate the
kind of services that the private sector is better at providing.

To get an idea of what a county ACRE program would cost, I cal-
culated that all planted acres for corn, soybeans, wheat, cotton,
rice, barley and sorghum at the 95 percent coverage level would
cost about as much as the direct payment program does, and if you
move to a 90 percent coverage level for these crops, it would cost
about $3.8 billion. That is per year. Savings from the crop insur-
ance program could cover this latter figure because many farmers
would find that their farm level risk would be adequately covered
by a county ACRE program. Other farmers would find they need
supplemental insurance such as crop hail insurance or supple-
mental multi-peril insurance. Both of these type of customized in-
surance are exactly the type of insurance that should be provided
by the private sector without government involved.

A county ACRE program would also eliminate the need for SURE
because the ACRE deductible would be so much lower than the tra-
ditional crop insurance deductible. Farmers who want supple-
mental insurance could look to crop insurance companies to provide
it. Though such a change in Federal farm policy would be a com-
monsense approach to providing predictable cost effective financial
support when farmers need it, large and/or wealthy farmers may
try to block such a move because crop insurance premium subsidies
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and payments are not subject to payment or AGI limits, where
FSA-administered programs to date are.

To summarize, adoption of ACRE and SURE in the 2008 Farm
Bill shows that Congress recognizes that the crop insurance pro-
gram is not cost-effective. The next farm bill represents an oppor-
tunity to push harder for reform so that the private sector provides
the individualized insurance and the public sector backs up major
losses directly. Such a move could be accomplished by moving
ACRE to the county level and reducing or eliminating the Federal
control or involvement of the private crop insurance companies.

[The prepared statement of Dr. Babcock follows:]

PREPARED STATEMENT OF BRUCE A. BaBcoOCK, PH.D., DIRECTOR, CENTER FOR
AGRICULTURAL AND RURAL DEVELOPMENT; PROFESSOR, DEPARTMENT OF
EconoMics, IowA STATE UNIVERSITY, AMES, TA

Thank you, Mr. Chairman, for the opportunity to participate in today’s hearing.

I want to focus my testimony today on the commodity title of the farm bill. Much
has been written about the pros and cons of government support for agriculture, and
whether agriculture and society are helped or hurt by this support. I think that this
discussion is intellectually useful and interesting, but Congress has shown that this
discussion is largely irrelevant. Support for agriculture is not going away. So what
needs to be done in the next farm bill is to design support mechanisms that accom-
plish what they are designed to accomplish, do so in a cost effective way, and do
so without unintended consequences on the agricultural sector, the environment, or
on our trading partners.

Overview of Existing Programs

The cost of support mechanisms over the first 2 years of the current farm bill in-
clude crop insurance at $13 billion, direct payments at $5 billion, and cotton coun-
tercyclical and marketing loan payments at $2.6 billion. ACRE and SURE are the
other two programs that could generate substantial costs in the future. A closer look
at each of these programs shows that there is a lot of room for improvement in the
design of support mechanisms.

The crop insurance program has cost taxpayers $37 billion since 2000. Of the $13
billion in support over the last 2 years, more than $7 billion flowed to companies.
Farmers received indemnity payments (net of premium) totaling $4.5 billion in 2008
and $1.5 billion in 2009. A large proportion of the 2008 net payments came about
because the price guarantees were so high that even the modest price drops that
we saw in 2008 generated lots of indemnity payments. Nobody should begrudge
farmers these indemnity payments because they were made as a result of an insur-
ance contract, but should the government really be in the business of running a pro-
gram that makes payments to farmers even when farm income is at an all-time
record high? If the price drop in 2008 had not occurred, then the crop insurance in-
dustry would have been paid an additional $2 billion in 2008 to run the program.
It just does not make sense to see such a large portion of farm program costs flow-
ing to a middleman.

The crop insurance program also causes environmental problems. The ability of
farmers to transfer yield histories on productive ground to high-risk grassland that
is prone to crop loss can dramatically increase the profitability of planting on sus-
ceptible ground. Studies by USDA and GAO document how subsidizing risk on sus-
ceptible land leads to loss of native grassland.

In contrast to crop insurance payments, which incur delivery costs of a dollar for
each dollar delivered to farmers, direct payments incur minimal delivery costs be-
cause they are deposited directly from the Treasury into farmers’ bank accounts.
But direct payments fail the accomplishment test.

The two original justifications for direct payments were that they provided “Green
Box” income support payments not subject to World Trade Organization limits on
trade-distorting support, and that they there were transition payments that allowed
farmers time to transition to lower support levels. But we are no longer in danger
of exceeding WTO limits on trade-distorting support, and we are long past any tran-
sition period. Furthermore, farm profits have been high since 2003.

Direct payments no longer have a public justification, particularly in these times
of exploding Federal debt. The public and Members of Congress have shown wide-
spread distaste for the bailouts of big banks, GM, Chrysler, and AIG. But at least
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these interventions were justified in that the economy was threatened with a far
more severe downturn if these companies were allowed to fail. Farmers receive $5
billion a year for nothing more than owning or renting farmland that happens to
have base acres. Despite mighty efforts by some of the world’s best agricultural
economists to find some market impact of direct payments, the evidence suggests
that they represent “money for nothing.” They arrive like clockwork even when high
crop prices and high yields combine to generate record income levels, leaving noth-
ing in their wake. Surely we can accomplish more with $5 billion then simply depos-
iting it in the bank accounts of landowners and renters with base acres.

The third program that has generated large payments since 2008 is the cotton
program. Regardless of what one thinks about marketing loan and countercyclical
payments for cotton farmers, these two programs must change in the next farm bill
if the U.S. is to come into compliance with the WTO ruling that Brazilian cotton
farmers were harmed by U.S. cotton payments. We do not know what will replace
the current program, or if cotton producers will devise a replacement program in
case Brazil’s plans for retaliation finally induce USDA and Congress to put the cot-
ton program into compliance. I do know of one farm organization that has invested
significant resources in designing new programs for the new farm bill. The milk pro-
ducers seem poised to propose replacing their long-standing price support program
with a new margin insurance program that would protect producers against large
increases in feed costs or large decreases in milk prices. It remains to be seen if
cotton producers will follow suit.

Two new programs, ACRE and SURE, were passed in the 2008 Farm Bill. ACRE
is a state revenue insurance program that generates payments if state revenue falls
below revenue trigger levels. There are two problems with ACRE. The first is that
ACRE duplicates coverage that is available from the crop insurance program. The
major source of crop loss at the farm level is excess heat and/or lack of moisture.
Because growing conditions may not vary substantially across a state, it is often the
case that state yields are low when farm-level yields are low. Thus ACRE payments
triggered by low state yields can duplicate crop insurance payments. In recent years
however, the major source of crop insurance payments has not been crop loss but
rather price declines. And when prices drop, ACRE is likely to trigger payments.
In either case, farmers are provided duplicate coverage through crop insurance and
ACRE. Why should taxpayers be asked to fund both programs? The second problem
with ACRE is that farmers have little faith that state-level coverage against yield
declines provides them with adequate coverage against farm-level yield losses. I will
return to this topic later.

The purpose of SURE is to provide supplemental whole-farm coverage to provide
payments when crop insurance deductibles are not exceeded. The problem with
SURE is that it is so complicated that almost nobody knows when a payment will
be triggered. To calculate SURE guarantees and payments requires knowledge of
what crop insurance a farmer buys, a farmer’s crop insurance yield, a farmer’s coun-
tercyclical base yield, direct payment levels, crop insurance indemnity payments,
countercyclical payments, marketing loan payments, and ACRE payments. The com-
plexity of the program is caused by the need to make sure that farmers are not
overpaid for crop losses. It is ironic that such an effort is expended to ensure that
a farmer suffers a whole-farm loss before a SURE payment is received when direct
payments will flow to the same farmer even in the most profitable years.

To summarize, our current set of programs consists of crop insurance, which costs
too much; direct payments, which are no longer justified; cotton payments, which
need to be brought into compliance; ACRE, which duplicates crop insurance but pro-
vides inadequate coverage against farm yield losses; and SURE, which tries to make
up for crop insurance deficiencies. This broad look at current programs leads to two
conclusions. First, providing financial help to farmers when there is financial dif-
ficulty would seem to be a necessary condition for the design of an efficient program.
Second, there simply is no reason why billions of tax dollars should be spent deliv-
ering financial help to farmers if much less expensive alternatives are available. Be-
fore examining one such alternative, the question of whether the public sector has
the capability of delivering efficient financial help needs to be addressed.

FSA or RMA?

The two new programs passed in 2008, ACRE and SURE, demonstrated that crop
insurance-type programs do not have to be administered by the Risk Management
Agency (RMA). The Farm Service Agency (FSA) administers both programs. RMA
has assisted FSA with verification of farm yields, but FSA has implemented both
programs. Delivering programs through FSA can cost much less than through RMA
because FSA does not pay agent commissions and private companies do not have
to be paid to take on a portion of the underlying risk.
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However, not all programs can be effectively delivered through FSA. The private
sector does a much better job adjusting on-farm losses, calculating premiums for the
wide array of available programs, and being consumer-friendly in handling applica-
tions and paperwork. That is, just as the government is ill-suited to run an auto-
mobile insurance program, it is ill-suited to provide individually tailored crop insur-
ance.

But it does not take the efficiency of the private sector to administer a simple pro-
gram. And a large portion of the risk in agriculture can be covered by a simple pro-
gram. When the price of a commodity falls, it is easy to measure the price drop if
the commodity price is tracked by NASS (USDA’s National Agricultural Statistics
Service). 