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Mr.Chairman, Members of the Committee, it is an honor for me to appear before

you to discuss the fiscal year 2002 budget for the Department of

Agriculture. I have with me today our Chief Economist, Keith Collins, and

our Budget Officer, Steve Dewhurst. I want to begin by thanking this

Committee for its support of USDA programs and for the long history of

effective cooperation between this Committee and the Department in support

of American agriculture. The Department had a strong relationship with this

Committee when I was Deputy Secretary in the early 1990's. I want to

preserve and strengthen that relationship in the future. I look forward to

working with you, Mr. Chairman, and all the Members of the Committee toward

that objective. As you know, the details of the President's Budget

Proposals were released on April 9th. For the activities within the

jurisdiction of this Committee, the Department is requesting appropriations

in 2002 which total $72.7 billion. This is a reduction of $3.3 billion from

the levels enacted by the Congress in 2001. However, it is important to

remember that the 2001 figure includes over $4 billion in emergency

appropriations. When this factor is considered, the actual budget for the

Department's on-going programs reflects an increase in 2002 of $883

million. By any measure, this is a restrained budget. In developing the

2002 budget, the objectives of the President were to slow the growth of

Federal spending, fund urgent national priorities, achieve historic levels

of debt reduction and provide tax relief. Farmers and other beneficiaries

of USDA programs all have a stake in these objectives. Farmers especially

will benefit from the elimination of the estate tax and from the proposed

establishment of tax-deferred risk management accounts. Restraint of

Federal spending is important. Federal spending has grown substantially in

recent years. Left unchecked, Federal spending would far exceed the Budget

Enforcement Act baseline over the next 10 years. USDA has contributed to

this growth of Federal spending. Now, we must contribute to budget

restraint. Restraining the budget is not easy. The Committee is aware that

USDA has one of the most diverse sets of programs in the Government.

Developing a budget for this Department always involves difficult questions

of finding the appropriate balance among all of these programs within a

reasonable budget figure. We have tried very hard to provide adequate

funding for the most urgent issues facing the constituents of the

Department. I realize that there are some reductions proposed in this

budget which will cause concern. We are more than happy to discuss those

matters and to work cooperatively with the Committee as we proceed through

the 2002 budget process. However, I want to emphasize that we share the

President's commitment to assuring that the total USDA budget does not

exceed the levels recommended to you today. As we developed this budget, I

focused my attention on a number of key concerns. Specifically, I wanted to

be sure that this budget had the necessary resources to: 1.Provide the

overseas market intelligence and technical expertise we need to support

agricultural trade; 2.Implement the new Agricultural Risk Protection Act of

2000 so that farmers will have the benefits of improved crop insurance as

soon as possible; 3.Make sure we have the funding and legal authorities we

need to strengthen our agricultural quarantine inspection activities and

combat pest and disease infestations; 4.Provide adequate funding for our

food safety activities, particularly the meat and poultry inspection

workforce of the Food Safety and Inspection Service (FSIS); 5.Support our

food assistance programs at levels consistent with the anticipated need for

those programs; 6.Provide adequate funding for the Department's rural

development activities, with particular emphasis on water and sewer

facilities; rural housing; and efforts to improve the access of rural areas

to technology, particularly the Internet; 1.Provide continuing support to

landowners, farmers, and ranchers through the Department's conservation

programs; and 2.Redirect USDA research into important, new areas. With your

permission, I will now provide an overview of how I believe this budget

responds to each of these important needs. 

FARM AND FOREIGN AGRICULTURAL SERVICES 

As you know, farmers have been through some tough economic times

in the past several years, and there is continuing uncertainty about the

future. Although the situation has improved for some commodities, there is

continued weakness in certain sectors of the farm economy. The Department

will be closely monitoring crop and market conditions over the coming

months. If additional assistance is needed, we will work with the Congress

to determine the nature and extent of that assistance. The President's

overall budget includes a contingency reserve which could be used for this

purpose. In the meantime, there are a number of specific proposals in this

budget which I would commend to the Committee's attention. The

Administration has established an ambitious trade expansion agenda. USDA

will be a full and active participant in that effort. The reasons for doing

so are clear. With more than 95 percent of the world's population living

outside the United States, the future prosperity of the American farm

sector depends upon reducing trade barriers and increasing access to new

markets in the expanding global economy. USDA's trade expansion efforts

will involve a coordinated Department-wide effort. One of the highest

priorities will be international trade negotiations that provide the

opportunity to achieve further reductions in trade-distorting agricultural

policies, ensure fairer competition in global markets, and open new markets

for our farmers and ranchers. As the Committee is aware, multilateral

negotiations to further liberalize agricultural trading practices are

already underway under the auspices of the World Trade Organization. The

United States has offered a set of ambitious proposals for the negotiations

that provide for the elimination of export subsidies, improved market

access through reduced tariffs and increased quotas, reform of state

trading enterprises, tighter rules on trade-distorting domestic support,

and facilitation of trade in the products of new technologies. The

Department will be working closely with the Office of the U.S. Trade

Representative to secure an agreement which incorporates those objectives.

Negotiations also are underway to achieve a Free Trade Area of the Americas

by 2005. For agriculture, the objectives of the negotiations include

eliminating export subsidies that affect trade in the Hemisphere,

identifying other trade-distorting practices in order to bring them under

greater discipline, and ensuring that sanitary and phytosanitary measures

are based on science and conform with Uruguay Round principles. Latin

America and the Caribbean region are expected to be among the most

promising growth markets for U.S. agricultural products in the coming

years, and we need to ensure that American agriculture has maximum access

to those markets. In addition to negotiating new agreements, the Department

will be working hard to ensure that our trading partners comply fully with

existing trade agreements and do not institute technical barriers to trade

that run counter to the spirit of those agreements. Technical trade issues,

such as those related to food safety and biotechnology, are among the

fastest growing and most sensitive issues affecting agricultural trade

today. It is critical that regulatory actions taken by our trading partners

do not impede U.S. exports and that they comply with Uruguay Round trade

disciplines. It is also important for the United States to participate

actively in the international organizations that set the technical

standards that govern agricultural trade. The Foreign Agricultural Service

(FAS) is the Department's lead agency in implementing many of our

international programs and activities. For 2002, the budget provides

appropriated funding of $126 million for FAS. This is an increase of $6.4

million above the 2001 level. This additional funding is provided to

bolster FAS' capabilities to address technical trade issues and to

strengthen FAS' market intelligence capabilities at its overseas posts. The

emergence of increasingly complex trade policy and food security issues in

recent years has led to a dramatic increase in workload at the agency's

overseas offices. Meeting these priority workload demands - in addition to

regular commodity reporting, marketing, and representation duties - has

overwhelmed FAS in a number of key locations. We will be focusing our

efforts on 14 important markets around the world where opportunities to

expand U.S. agricultural exports appear to be the greatest. Beyond these

specific proposals, the budget also includes adequate funding for our

export promotion and market development programs. The sustained effort of

these programs is needed if we are to benefit from the market opportunities

which become available. The Department's Foreign Market Development

(Cooperator) Program, the Market Access Program, and the Quality Samples

Program are estimated at $120 million in the budget, the same level as

2001. The Department's Export Guarantee Programs are estimated at $3.9

billion, an increase of more than $100 million above the current estimate

for 2001. Finally, funding for the Export Enhancement Program is estimated

at $478 million which is the maximum level authorized by statute and the

same as 2001; and funding for the Dairy Export Incentive Program is

estimated at $42 million, slightly above the current estimate for 2001. The

budget includes a commitment to take a further look at the Department's

foreign food assistance programs to be sure they are effective in achieving

their objectives. The study has not yet been designed, but I believe it is

in everyone's interest to make sure that these programs will meet the

Nation's needs for the foreseeable future. For instance, we want to ensure

that these programs significantly benefit farmers, target necessary

humanitarian feeding needs and avoid adverse commercial impacts. The budget

for this Mission Area also includes other important proposals. Full funding

is included for implementation of the reformed crop insurance programs

authorized by the Congress last year. The budget includes increases of $250

million in mandatory spending to finance the additional subsidies involved

in this program and $9 million in discretionary spending to provide the

administrative money required by the Risk Management Agency to be sure this

program is properly implemented. With respect to the Farm Service Agency

(FSA) salaries and expenses activities, the 2002 budget proposal will

support about 5,900 Federal staff years and 11,500 non-Federal county staff

years, including about 2,000 temporary county staff years. The heavy county

office workload resulting from the weakened farm economy of the past few

years is expected to continue into 2002, although with some moderation. The

2002 budget proposes to increase FSA salaries and expenses funding by

almost $120 million, the largest salaries and expense budget increase in

USDA. As a result, FSA temporary staffing will be maintained at about twice

the levels of the pre-crisis period of 1996-1998. We have also budgeted

almost $4 billion in farm credit programs to assure that farmers have

access when necessary to Federally- supported operating, ownership, and

emergency credit. This action alone requires an increase of $68 million in

the discretionary budget. MARKETING AND REGULATORY PROGRAMS Critical issues

of pest and disease control are the primary responsibility of the APHIS.

For APHIS' salaries and expenses, we are requesting a $174 million increase

over 2001. Outbreaks of bovine spongiform encephalopathy (BSE) or "mad cow

disease" and foot-and-mouth disease (FMD) in the European Union and other

countries underscore the need to protect our borders from animal and plant

threats. Preventing the introduction of these devastating pests and

diseases is the most cost-effective approach to deal with such threats. As

a result, the APHIS budget provides increased funding for the Agricultural

Quarantine Inspection (AQI) program along U.S. borders and ports of entry.

Funding for the AQI program in 2002 will be almost 40 percent higher than

2000 and authorized staffing will be increased over 900 staff years - more

than 35 percent higher than 2000. Part of this increase results from the

additional $8.4 million requested for the taxpayer supported inspection

activities at the Canadian and Mexican borders. Another part of the

increase results from my recent authorization to expand the user fee

supported inspection services by $32 million through 2002. These activities

will increase inspection personnel to protect against animal and plant

diseases, such as, foot-and-mouth, at major U.S. ports of entry. In the

face of threats from FMD and BSE, USDA has increased its vigilance to

prevent such diseases from entering the United States. Live ruminants and

their products were already prohibited from all EU countries due to risks

associated with BSE. With the outbreak of FMD there, USDA has temporarily

restricted the importation of live swine and swine products from the EU as

well. This action is in addition to our standing restrictions on specified

imports from other countries that have FMD. USDA has also intensified

scrutiny and inspections at ports of entry, enhanced anti-smuggling

operations, engaged in a public education campaign to raise travelers'

awareness, enhanced communication with States and the livestock industry,

and furthered our emergency preparedness. Finally, I asked a top California

State veterinarian to come to USDA to assist APHIS in our FMD exclusionary

planning activities. With respect to pest and disease outbreaks, the 2002

budget requests appropriations to continue funding for several eradication

programs that had been started with funds transferred from Commodity Credit

Corporation (CCC). These continuing activities can no longer be considered

"emergencies." These appropriations will fund eradication of 9 pest and

disease outbreaks, including Mediterranean fruit fly, citrus canker, Asian

Long-horned Beetle, and bovine tuberculosis. For any new emergency pest and

disease outbreak, we are requesting continuation of our legal authority to

use CCC funding. I would also direct the Committee's attention to other

important proposals in this area. For instance, the budget for the Grain

Inspection, Packers and Stockyards Administration (GIPSA) includes $1.2

million to facilitate U.S. grain exports by helping resolve recurring

international grain quality issues and by enabling GIPSA certification

laboratories to meet revised international certification standards. The

budget for the Agricultural Marketing Service includes an increase of $4

million to develop the agency's capability to test bio-engineered fruits,

vegetables, nuts, and seeds to support labeling programs aimed at

differentiating bio-engineered commodities from conventional commodities.

Also, the budget includes an increase of $1 million to expand the agency's

involvement in international standard setting activities to ensure that

U.S. interests are represented during the development of agricultural

standards that have an impact on export opportunities for U.S. producers.

FOOD SAFETY Ensuring the safety of the food we eat is vital to American

agriculture and consumers. There is no question that USDA must and will

carry out its duties to protect the food supply from the variety of hazards

that threaten its safety. Unlike some recent budgets, this budget does not

propose user fees for meat, poultry, and egg inspection. Instead, we are

requesting appropriations of $716 million, an increase of $21 million over

the 2001 level. The budget includes an increase for pay and benefits that

is necessary to support FSIS workforce, including approximately 7,600 meat

and poultry inspectors. The agency estimates that this level of inspectors

is necessary to meet industry demand for inspection services without

disruption. The 2002 budget for FSIS also includes an increase to improve

the agency's capability to detect residues in meat products being exported

to the EU. This will comply with EU requirements and protect these exports.

The 2002 budget also includes an increase to review foreign inspection

systems to assure they meet U.S. requirements. The requested increase will

enable FSIS to strengthen efforts to conduct follow-up investigations of

foreign systems found to have problems meeting U.S. requirements. The

increase will also enable FSIS to increase the number of on-site audits of

countries requesting initial certification to export to the United States.

FOOD, NUTRITION, AND CONSUMER SERVICES The budget includes $36.6 billion

for the Department's nutrition assistance programs. This is about 50

percent of the total appropriations we are requesting from this Committee.

The Food Stamp Program is funded at $21 billion. This includes funds to

cover an anticipated food cost increase of 3 percent and an estimated

additional increase of 800,000 participants. These figures are consistent

with the overall economic projections in the President's budget. In

addition, $1 billion is requested for a contingency reserve. While use of

the reserve is not anticipated, it would be available in the event that

unforeseen economic changes would increase demand for the program. The

Child Nutrition Programs are budgeted under current law at $10.1 billion,

about $550 million more than the 2001 estimate. This estimate is based on

increased participation and an adjustment for the Consumer Price Index for

Food Away From Home. The Department will continue to work with the States

to improve the nutritional quality of school meals and to help strengthen

program integrity. For the Special Supplemental Program for Women, Infants,

and Children (WIC), the budget requests $4.1 billion, an increase of $94

million over the 2001 appropriations, which will support a monthly average

of 7.25 million participants, the same level expected in 2001. Funds are

included to continue efforts to implement electronic benefit transfer (EBT)

for WIC. EBT is expected to improve efficiency not only at the grocery

checkout, but also within WIC clinics where the cards can greatly simplify

identification and clerical tasks. The budget also funds the Farmers'

Market Nutrition Program at $20 million, the same as the 2001 level.

NATURAL RESOURCES AND ENVIRONMENT The 2002 budget request in the

conservation area recognizes the importance the public has placed on

natural resource concerns, as well as the need to protect the conservation

partnership that has evolved over the years between the Department and

conservation districts and farmers. For the Natural Resources Conservation

Service, the budget requests $927 million in appropriated funding. This

includes $678 million for conservation technical assistance (CTA) which

represents the foundation of the Department's conservation partnership. The

CTA request includes an increase of $44 million for technical support of

the Conservation Reserve Program (CRP). This is necessary because the 1996

Farm Bill imposed significant restrictions on the availability of CCC funds

to support services such as conservation technical assistance for the CRP.

Any funds not needed for this purpose will be available to support other

high priority on-going conservation activities, such as waste management

plans for animal feeding operations. RURAL DEVELOPMENT The 2002 budget will

allow USDA to continue to play a significant role in the development of

Rural America. The 2002 budget requests $2.4 billion in budget authority to

finance $12.4 billion in rural development loans and grants. The 2002

budget supports almost $5 billion in loans and grants for rural utilities,

including $2.6 billion in loans for electric generation and transmission

facilities, $500 million in loans for telecommunication systems, over $300

million for distance learning and medical link facilities, and $1.4 billion

in loans and grants for water and waste disposal systems. The 2002 budget

also includes a proposal to provide permanent authority for financing

broadband transmission and local dial-up Internet service in rural areas.

The 2001 Agriculture Appropriations Act authorized a pilot program that

would support $100 million in loans and $2 million in grants for these

services. These levels would be maintained in 2002. This program will

narrow the gap in access for rural areas to the digital world of

telecommunications. The 2002 budget supports almost $5.8 billion in loans

and grants for rural housing. About $4.2 billion of this amount is for

loans for single-family housing, and will provide home-ownership

opportunities for an estimated 56,000 rural families. Rental assistance

payments would be increased from $679 million in 2001 to $694 million in

2002. These payments are used to reduce the rents of the low-income

occupants of USDA financed rental projects. The beneficiaries of this

program have an average income below $8,000. USDA maintains a portfolio of

projects with about 430,000 units of housing for low-income families. This

multifamily portfolio has an outstanding indebtedness of approximately $12

billion. Rental assistance payments serve the dual purpose of protecting

USDA's investment in these projects, while keeping rents affordable for

very low income families. The budget supports a total of $1.1 billion for

rural business and cooperative programs. The biggest program in this area

is our guaranteed loan program for business and industrial development.

Subsidy costs for this program are rising largely because defaults are

higher than expected. For this reason, the 2002 budget proposes that the

fee charged for these loans be increased from 2 percent to 3.25 percent.

This increased fee is consistent with what other lenders are charging and

will permit us to provide a $1 billion business and industry (B&I)

guaranteed program. The 2002 budget also discontinues funding for direct

B&I loans. Direct loans were first introduced in 1997. Since then, demand

has never reached the authorized loan level of $50 million. Further, the

subsidy rate has increased dramatically due to increased defaults. This

indicates that the program is not achieving its goal to provide long-term,

stable jobs in rural America. RESEARCH, EDUCATION, AND ECONOMICS To

maintain and strengthen U.S. farmers' current competitive advantage in

world markets will require investments in new technology. To meet these

needs within a restrained budget, we must take a hard look at priorities.

The 2002 budget for this Mission Area totals $2.1 billion including

mandatory research grants. This is a reduction of 7 percent from 2001, but

about the same level as provided in 2000. There are increases for selected

programs and to cover pay costs. Proposed reductions are limited to

earmarked projects and facility construction. The 2002 research budget for

the Agricultural Research Service is $916 million, an increase of 2 percent

above 2001. The budget includes $15 million for work on bio-based products

and bioenergy to overcome technical barriers to low-cost biomass

conversion, $12 million for additional work to prevent and control exotic

diseases and pests with special emphasis on BSE, $7.5 million to support

work on biotechnology, including the development of databases and tools to

store, analyze, and interpret genomics data for plants, animals, and

microbes. The 2002 budget request for the Department's extramural grants

programs is nearly $1 billion, a reduction of 12 percent from 2001 due

almost entirely to discontinuing earmarked projects. Formula-based programs

to the land grant university system are continued at the 2001 level. The

$544 million requested for these programs represents over one-half of the

Cooperative State Research, Education, and Extension Service budget for

2002. The budget also proposes to maintain funding for the competitive

National Research Initiative at the 2001 level of $106 million and the

Initiative for Future Agriculture and Food Systems at $120 million.

DEPARTMENTAL MANAGEMENT The Departmental staff offices provide leadership,

coordination, and support for all administrative and policy functions of

the Department. These offices are vital to USDA's success in providing

effective customer service and efficient program delivery. Salaries and

benefits often comprise 90 percent or more of these offices' budgets,

leaving little flexibility to reduce other expenditures when salary costs

increase. Thus, the 2002 budget proposes additional funding to cover pay

costs, enabling these offices to maintain staffing levels needed to provide

oversight and coordination for management initiatives and activities within

the Department. The primary objective is to make the Department an

efficient, effective, and discrimination- free organization that delivers

the best return on the taxpayers' investments. In this area, we will be

focusing on: 1.Implementing a civil rights policy that affirms that

discrimination will not be tolerated and that complaints will be resolved

on a timely basis. 2.Completing installation of the common computing

environment in USDA local offices so that customers will have the ability

to access information and download and file program applications and other

forms electronically by the summer of 2002. 1.Strengthening information

security to safeguard the delivery of services over the Internet while

protecting USDA information systems from costly hacker attacks.

2.Implementing modern management systems to provide timely and reliable

information on USDA's finances, people, and purchases. 1.Continuing the

renovation of the 70-year-old South Building in USDA's Washington complex

to address safety and health hazards and enable access to modern

technology. The budget also includes $71 million to maintain staffing

levels for the Office of Inspector General (OIG). Public health and safety

issues will continue to be a priority for OIG audits and investigations.

That concludes my statement. I am looking forward to working closely with

the Committee on the 2002 budget so that we can better serve those who rely

on USDA programs and services. 
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