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AGRICULTURE, RURAL DEVELOPMENT, FOOD
AND DRUG ADMINISTRATION, AND RE-
LATED AGENCIES APPROPRIATIONS FOR
FISCAL YEAR 2008

TUESDAY, FEBRUARY 27, 2007

U.S. SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS,
Washington, DC.

The subcommittee met at 10:02 a.m., in room SD-192, Dirksen
Senate Office Building, Hon. Herb Kohl (chairman) presiding.

Present: Senators Kohl, Harkin, Dorgan, Feinstein, Nelson, Reed,
Bennett, Specter, and Craig.

DEPARTMENT OF AGRICULTURE

OFFICE OF THE SECRETARY

STATEMENT OF HON. MIKE JOHANNS, SECRETARY
ACCOMPANIED BY:

CHARLES CONNER, DEPUTY SECRETARY

W. SCOTT STEELE, BUDGET OFFICER

DR. KEITH COLLINS, CHIEF ECONOMIST

OPENING STATEMENT OF SENATOR HERB KOHL

Senator KOHL. Good morning. Today we will begin hearings for
the fiscal year 2008 budget. Our first panel will include Secretary
Johanns and other distinguished guests from the Department of
Agriculture, and following that we’ll hear from FDA Commissioner
von Eschenbach on that agency’s budget.

This is our first hearing for the year and it will be the only gen-
eral hearing on the fiscal year 2008 budget. The other hearings
that we’ll have will focus more on issue-specific areas such as food
safety, conservation, and food aid. I hope this is a change in format
that will allow us to study certain issues in more detail.

As everyone knows, the fiscal year 2007 appropriations process
was finished only a few weeks ago. While we understand the Presi-
dent’s request for 2008 is not changed by that action, our bills by
necessity build on previous year’s action, and so we’ll need specifics
as soon as possible regarding how the USDA and the FDA will
carry out this year’s programs. I hope you will all work as quickly
as you can to make sure that that information is available to us.

The President’s budget includes fiscal year 2008 discretionary
spending levels of more than $16 billion for USDA and more than
$1.6 billion for FDA. This includes an increase of $43 million for
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the Food Safety and Inspection Service, an increase of more than
$260 million for the Farm Service Agency, and an increase of $180
million for WIC. However, the budget also proposes the elimination
of the Commodity Supplemental Food Program, which was pro-
posed last year and which was rejected by this subcommittee.

I would note that while the budget does include some new fee
proposals, they are presented in such a way that there is little ef-
fect on 2008 funding levels. This is an improvement over previous
years. However, there are a few legislative proposals, such as those
regarding WIC and other programs, that will cause us some con-
cern. So, Mr. Secretary, I look forward to your comments on those.

There are a number of other issues in the budget that we will
need to discuss, for example, eliminating the direct single family
housing program, and a number of other rural development pro-
grams which are problematic.

This has already been a busy year, with much yet to come. As
we move through the appropriations process, I pledge to you that
we will maintain a constructive dialogue with USDA and FDA. I
can tell you that we intend to send our bills to the President well
in advance of September 30, so we all need to work together so we
can come to an agreement on administration priorities and congres-
sional prerogatives as easily and as swiftly as possible.

Having said that, I'd like now to turn to my good friend and the
ranking member, Senator Bennett. As I've said many times, I want
to publicly thank him and his staff for the helpful and bipartisan
manner in which he has guided this subcommittee over the past
few years, and I assure him and everyone else on this sub-
committee that I intend to continue that very admirable practice.

So, Senator Bennett, I would ask if you have any opening com-
ments, and then we will turn to other members for their opening
statements before we ask the Secretary to share his thoughts with
us. We'll recognize members in turn based on their arrival, and in
moving from majority to minority for the first round of questions
I ask that we use the 5-minute rule. So, Senator Bennett.

STATEMENT OF SENATOR ROBERT F. BENNETT

Senator BENNETT. Thank you very much, Mr. Chairman, and I
congratulate you on your assuming again the chairmanship of this
subcommittee. I tried to follow your lead in the way that we ran
things, and I am very grateful to you for your kind words. I believe
we have an excellent working relationship on a bipartisan basis
and I'm sure it will continue.

I want to welcome Senator Nelson and Senator Reed, new mem-
bers of this subcommittee. I think they will add a great deal to our
deliberations. We areKntering a very busy time for USDA and the
FDA because in the next few months Congress will consider and,
one hopes, pass the farm bill, the Prescription Drug User Fee Act,
and the Medical Device User Fee Modernization Act. These are
some of the most important reauthorizations that the Congress will
deal with, and while it’s the responsibility of the authorizers to ad-
dress these issues, naturally that will strongly influence the work
of this subcommittee.

Now that the fiscal 2007 appropriations are in fact finally behind
us and we focus on 2008, I'm delighted, Mr. Chairman, with your
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commitment to get this bill done in a timely fashion. We've done
it before, and either the full committee or the House was unable
to follow our excellent example and get things done in a timely
fashion, but I know you will do that and I'll do everything I can
to help you.

So this morning I welcome Secretary Johanns and those accom-
panying him, and look forward to his testimony, and I also look for-
ward to the second panel with Dr. von Eschenbach and those who
will accompany him.

This is a unique subcommittee. The life of every person in this
country comes in direct contact with some of the product regulated
or the programs carried out as a result of the appropriations we
made in this subcommittee, and I don’t think any other sub-
committee can say that. Every single American is affected here, so
that’s how we will evaluate the budget proposals of USDA and
FDA.

Now, taking advantage of this opportunity, I want to offer some
praise to three USDA employees in Utah, so that the record will
show that I recognize their contribution: Bruce Richardson, who is
the Farm Service Agency State Executive Director; Jack Cox, the
Rural Development State Director; and Sylvia Gillan, the Natural
Resources Conservation Service State Conservationist. Mr. Sec-
retary, these are all three good people, and I wanted to make that
comment for the record.

Thank you very much for your courtesy, Mr. Chairman.

Senator KOHL. Thank you, Senator Bennett. We'll turn to Sen-
ators for their comments, starting with Senator Dorgan. Then we’ll
recognize Senator Craig, then Senator Nelson, then Senator Reed,
and then Senator Feinstein. Thank you.

STATEMENT OF SENATOR BYRON L. DORGAN

Senator DORGAN. Mr. Chairman, thank you. Thank you and the
ranking member, and let me say that I sure do support the notion
of getting this bill done, getting it done on time, getting it through
the Senate, in conference, and getting to the President for signa-
ture. The mess that was created last year, it cannot be repeated,
and the mess doesn’t belong to any one person certainly, but we've
got to finish all of these appropriations bills on time.

I'm going to be asking Secretary Johanns some questions about
disaster relief, as he might well expect. The three times I've gotten
it through the Senate Appropriations Committee, twice through the
full Senate, twice have gotten to conference, and it was blocked in
conference. And I know the President at that point had opposed
disaster relief. I'm going to ask Secretary Johanns about that
today.

I also want to ask some questions about the issue of opening the
market to live Canadian cattle above 30 months of age, which will
I'm told result in about 1.3 million head of Canadian cattle coming
in this year, at a time when we have just heard of the ninth—I
guess actually tenth case, if you consider the Canadian cow in the
State of Washington—the tenth case of BSE in Canada. I just held
a hearing on that subject in North Dakota last week, and I am very
much opposed to the proposed rule offered by the USDA. I hope we
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can overturn that rule. I guess I hope the comment period will per-
suade the Secretary not to proceed.

But both of these are very important issues. I want to especially
focus on the issue of disaster relief, and I will wait until I question
Secretary Johanns. Let me thank the Secretary and the other
members of USDA who have come here.

And, Mr. Collins, we had a discussion in North Dakota about
you, as a matter of fact. Someone was quoting the USDA Econo-
mist, and I asked who, and they told me your name. I said, “Well,
I know him.” And I used to teach economics, but I was able to re-
cover and move on. So we had a discussion about you. But let me
thank you for being here again, as you have for many years, and
being willing to visit with us about the agriculture economy.

Secretary Johanns, welcome.

Senator KOHL. Thank you, Senator Dorgan.

Senator Craig.

STATEMENT OF SENATOR LARRY CRAIG

Senator CRAIG. Well, Mr. Chairman, because I certainly want to
hear from the witnesses, and we have a lot to cover, I will be brief.
But let me join with my colleague, Senator Bennett, in welcoming
you to the chairmanship of this committee. We do cover a lot of
areas of major importance to a good number of citizens in our coun-
try.

We come to Ag Appropriations at a time when the business of
crafting a new farm bill—and, Mr. Secretary, we're pleased that
the work you have done puts you into the middle of that process.
That’s where a Secretary of Agriculture ought to be, and frankly,
some of our Secretaries have not been there, and Congress has
been doing the work in part on its own.

But I think it is a cooperative kind of shaping of policy that is
going to be extremely important for American agriculture and U.S.
consumers in the future; and, I must also say, and the role agri-
culture is increasingly playing in the production of energy. That is
where I spend a fair amount of my time these days, on that issue,
and it is exciting for me to see a future in which agriculture be-
comes an increasingly major contributor to energy independence in
this country, and policy is certainly going to reflect that, loan guar-
antees, the whole combination of things.

Mr. Chairman, I recently said before a hearing that I felt that
maybe we ought to take DOE’s authority under Title 17 of the En-
ergy Policy Act and give it to USDA. They seem to know how to
get loan guarantees done, know how to do them, and that’s not a
criticism as much as it is an observation of where we are on that
issue. That’s important, and of course we’ll hear from FDA in a few
moments. That, too, is critical to us.

I would hope that as we look at policy—and here is where my
friend from North Dakota and I oftentimes agree more than dis-
agree—Mr. Secretary, and as we shape policy that will be reflected
in the new farm bill, that we be as much focused on our domestic
needs as we are to our international trade obligations. I know there
are certain pressures there as it relates to where we may or may
not be in the discussion of trade with our neighbors from around
the world.
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At the same time, I find it increasingly difficult to give and not
get in return. And, having said that, the ability of American agri-
culture to produce is tied in part with trade. I know there needs
to be balances, but there also needs to be balances.

Mr. Chairman, thank you very much. I look forward to the testi-
mony of you, Mr. Secretary.

Senator KOHL. Thank you, Senator Craig.

Senator Nelson.

STATEMENT OF SENATOR BEN NELSON

Senator NELSON. Thank you, Mr. Chairman.

Mr. Secretary, panelists, good to have you here today. The future
of agriculture I think is not only based on what we want in terms
of food, but also what we need in terms of fuel. You've already
heard me suggest changing the name of the bill from a farm bill
to the Food and Fuel Security Act of 2007, to focus more on what
it is we intend to do with American agriculture as we move for-
ward.

I'm hopeful today that you will be able, as a result of this hear-
ing, to establish that the planning in this bill is based on the con-
tingencies of everything going okay as well as if everything goes
bad. All too often we look at the current market situation, we see
$4 corn, the countercyclical payments, they’re not what they have
been, so we therefore don’t need the money. If everything—as my
dad used to say, the problem is, when everything is going bad you
never think it will go good; when everything is going very, very
well, you never think it’s going to go bad again.

And I'm hopeful that this bill doesn’t constitute that kind of a
bill, so that we are in a position, if things do change and the mar-
ket changes dramatically and things are going downhill, that this
bill will protect American agriculture. Because if we continue to
import at the level we are and we can’t export at the level that
we’re unable to export to right now, I don’t know whether we're
close, but maybe you can enlighten us on this in your testimony,
whether we are right at becoming net importers of our food. And
if that’s the case, I have said if you like importing 70 percent of
your oil, you’ll love importing 70 percent of your food.

So that’s why I think it has to be about food security, produced
here at home, and fuel security. Thank you, Mr. Chairman.

Senator KOHL. Thank you, Senator Nelson.

Senator Reed.

STATEMENT OF SENATOR JACK REED

Senator REED. Thank you very much, Mr. Chairman. I'm eager
to hear the testimony of our witnesses, and welcome them here this
morning. Thank you.

Senator KOHL. Senator Feinstein.

STATEMENT OF SENATOR DIANNE FEINSTEIN

Senator FEINSTEIN. Thank you, Mr. Chairman. I have just a brief
comment.

Mr. Secretary, I want to thank you for your prompt declaration
of a secretarial emergency in the California frost situation. The
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Governor has submitted costs of approximately $1.3 billion so far.
It is a very major frost problem for the State, and of course we
don’t know how many of the trees are going to be taken out or
crops prevented for the next 3 years because of the absence of bud
wood, so it’s an ongoing struggle.

I wanted to mention one point, and that one point, and I'm going
to ask you some questions about it, is that since USDA transferred
responsibility for port inspections to the Department of Homeland
Security, the number of inspections has gone down seriously in
California. I just sent my staff to the State, and the number one
problem they came back with is the concern over the absence of
adequate inspections and the belief that next year is going to be
a very bad year, with infiltrating pests coming through the borders.

My information is that 60 percent of agricultural inspection spe-
cialists indicated they were doing fewer inspections since the trans-
fer, and there’s a problem. They don’t believe that Customs and
Border Patrol respect their work.

As you know, Mexican fruit fly larvae have been picked up, and
it took 4 months for it to be identified, is what it was. And of
course the problem is that a resulting quarantine, quarantines vast
areas of the State, so I'm going to ask you a little bit about that
when my time for questions comes up.

Thank you very much for being here. Thank you, Mr. Chairman.

PREPARED STATEMENT

Senator KoHL. Thank you very much, Senator Feinstein.

And now we turn to the Secretary for your remarks.

The subcommittee has received a statement from Senator Coch-
ran which will be placed in the record.

[The statement follows:]

PREPARED STATEMENT OF SENATOR THAD COCHRAN

Mr. Chairman, thank you for holding this hearing on the fiscal year 2008 United
States Department of Agriculture and Food and Drug Administration budgets. I
welcome Secretary Johanns and Commissioner von Eschenbach back to the Com-
mittee.

An important aspect of the Agriculture Appropriations bill is the funding it pro-
vides for agriculture research. This research is a critical part of ensuring that U.S.
producers remain the leaders in food and fiber production. The funding this bill in-
vests in agriculture research is a small sum compared to the economic benefit it has
on a farmer’s bottom line. I am concerned about the Administration’s proposal to
combine the Agricultural Research Service and the Cooperative State Research,
Education, and Extension Service into a single agency. The current structure of the
Agriculture Research Service is working well and I believe it is important for the
Agriculture Research Service to maintain its independent role in the Department
of Agriculture.

I was pleased that the fiscal year 2007 Senate Agriculture Appropriations bill
fully funded the Wetlands Reserve Program. It is unfortunate that Congress was
unable to complete this bill. The Wetlands Reserve Program has taken 1,750,000
acres of marginal croplands out of production and converted to more beneficial uses
of enhanced flood protection, carbon sequestration, improved water quality, and
wildlife habitat. Many of these acres are located in the Lower Mississippi River
Flyway, the Nation’s largest waterfowl flyway for wintering habitat.

Last year, the Natural Resource Conservation Service adjusted the method it uses
to appraise land for consideration under the Wetlands Reserve Program. I have
heard from many constituents in my State and conservation organizations that this
change would shift acres away from this important flyway to areas with signifi-
cantly higher appraisal value. I would like to work with the Department to find a
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solution that would ensure this important program is implemented the way Con-
gress intended.

The Food and Drug Administration has the important role of protecting the public
by ensuring the safety and efficacy of drugs and our Nation’s food supply. Commis-
sioner von Eschenbach, I look forward to your comments on the FDA’s plan and pri-
orities for the upcoming fiscal year. One example of the FDA’s commitment to pro-
tecting the public is the Center for Food Safety and Applied Nutrition’s research on
the safety of natural products used as dietary supplements by many Americans. The
National Center for Natural Products Research at the University of Mississippi is
a partner with the FDA to provide research-based information on plant-derived
products. With many new dietary supplements coming to the market, this research
is increasingly important.

STATEMENT OF SECRETARY MIKE JOHANNS

Secretary JOHANNS. Thank you very much. Mr. Chairman and
distinguished members of the committee, it’s an honor to be here.
I am joined today by some gentlemen that can assist me in answer-
ing questions. To my right is our deputy, Chuck Conner; to my left,
Scott Steele, who is our budget officer; and of course you all know
Dr. Collins, our chief economist.

I am happy to report over the past year we've made a lot of
progress in meeting the needs of the Nation by improving the rural
economy and strengthening U.S. agriculture. Based on our con-
versations with Americans on the farm and off the farm, we devel-
oped a comprehensive list of farm bill proposals to strengthen the
farm economy in rural America, and those were announced on the
last day of January this year.

My primary focus of course will be on the budget, but I would
like to take just a few minutes to give an overview of the proposals.
The 2007 farm bill proposals and the 2008 budget were developed
on parallel tracks. The administration’s farm bill proposals rep-
resent the final phase of what was a 2-year process. We listened
to producers and stakeholders all across the country, and we took
a reform-minded and a fiscally responsible approach to making
farm policy more equitable and predictable and protected from
challenge in the world trade arena.

While I firmly believe that the current law was the right policy
for the time, times do change and times have changed. When the
2002 farm bill was passed, commodity prices were low, exports had
declined for several years, and the debt-to-asset ratio was nearly 15
percent.

Today we see a different economic picture. Commodity prices are
strong for most program crops. Exports have set records now sev-
eral years in a row, including a record of $68 billion in 2006, and
projections suggest we will reach another record of $77 billion in
2007. We are experiencing the lowest debt-to-asset ratio actually in
recorded history. It’s at about 11 percent for 2006.

Add to all of this the enormous impact of renewable energy on
the economy, and it’s clear a lot of things have changed since 2002.
The time has come to move forward with a farm program that’s
market-oriented and considers more than commodity prices when
determining the appropriate level of support.

Our farm bill proposals bolster this administration’s commitment
to conservation, with an additional $7.8 billion over 10 years for
conservation purposes. We propose an additional $1.6 billion over
10 years to advance the development and production of renewable
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energy. This will help to achieve the President’s goal of reducing
our dependence on gasoline by 20 percent in 10 years.

We propose funding to support $1.6 billion in loans to rehabili-
tate over 1,200 rural critical access hospitals. Another $400 million
would be focused on trade, making sure that our producers have
a level playing field.

These are just a few highlights. When combined, we spend about
$10 billion less than what was spent under the 2002 bill over the
last 5 years, excluding the ad hoc disaster assistance. It would be
about $18.5 billion less if you include that. But, importantly, we
uphold the President’s plan to eliminate the deficit in 5 years. On
the other hand, looking forward, our proposals would provide about
$5 billion more than the projected mandatory spending if the 2002
farm bill were just simply extended.

And this brings me to a quick review of the budget. The 2008
budget accommodates the farm bill proposals by including an addi-
tional $500 million per year in the total for the Commodity Credit
Corporation. That was put there as a place-holder, anticipating the
release of our proposals, the discretionary appropriation request
pending before this committee, which does not include the Forest
Service, is $16 billion. It funds the highest priorities while exer-
cising necessary fiscal discipline.

I would like to note that the President’s budget was developed
prior to congressional action on funding for the remainder of fiscal
year 2007. Therefore, our printed materials reflect an estimate for
2007 under terms of the Continuing Resolution that provided fund-
ing through February 15.

Now that action has been taken on funding the balance of 2007,
I do want to thank the committee for addressing some really crit-
ical needs. Key among these resources are resources to ensure our
meat and poultry inspection system can meet the demand for in-
spections, support for the Census of Agriculture, and funding to
permit the Department to participate in reconstruction efforts in
Iraq and Afghanistan.

Utilizing $91 million in emergency supplemental funding, USDA
has significantly increased our efforts relative to avian influenza
overseas. The 2008 budget requests $82 million to continue and en-
hance ongoing efforts to fight Al, an increase of $32 million over
the 2007 level. This funding will be used for surveillance and
diagnostics work, preparedness, response efforts, international vet-
erinary capacity-building, and research relative to poultry vaccines.

The budget proposes %341 million for USDA’s part of the Presi-
dent’s Food and Ag Defense Initiative. This includes $325 million,
an increase of $148 million, to enhance our ongoing efforts to detect
and respond to food emergencies and threats to agriculture. To
keep USDA in the forefront of avian disease research, the budget
also requests $16 million to complete the planning and design of
the Consolidated Poultry Research Facility in Athens, Georgia.

We are making considerable progress in ensuring the safety of
meat, poultry, and egg products. The Centers for Disease Control
and Prevention has reported significant declines in foodborne ill-
nesses. In order to continue protecting the Nation’s supply of meat
and poultry and egg products, this budget meets the demand for
inspection services. The budget also requests funding to expand the
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Food Emergency Response Network, to increase the capability of
State and local labs to handle large volumes of testing that would
be needed in the event of a widespread food emergency.

Moving on to energy, renewable energy supported by American
agriculture and forestry does hold tremendous promise for our
country. The budget proposes $397 million in loans, grants, and re-
search, an increase of $161 million for our renewable energy pro-
grams. This amount includes $70 million for energy research. The
majority of this will be focused on cellulosic energy. In addition to
this research, the budget makes available over $320 million in
grants and guaranteed loans to assist efforts to support the com-
mercialization of renewable energy.

In the farm program area, our discretionary budget supports $3.4
billion in direct and guaranteed farm loans, which reflects the ac-
tual usage in recent years. The budget also requests $1.5 billion for
the Farm Service Agency to deliver our farm programs. The level
of funding is necessary to support approximately the same number
of staff as we had in 2007.

In 2008, crop insurance is expected to provide coverage for nearly
$68 billion in agricultural production, double the amount of cov-
erage provided in 2000. Recognizing the needs of all partners in the
crop insurance system, the 2008 budget fully supports activities to
ensure the integrity of the crop insurance program. These efforts
have achieved savings of more than $456 million since the 2000
crop year, and program abuses have been curbed.

Expanding access to global markets is essential for agriculture.
Our budget proposals for 2008 support our continued commitment
to trade expansion activities. Increased funding is proposed to per-
mit FAS to maintain its overseas office presence and continue its
representation and advocacy on behalf of U.S. agriculture.

The budget includes $100 million for the McGovern-Dole Inter-
national Food for Education and Child Nutrition Program. Addi-
tionally, we request funding in the Office of the Secretary to sup-
port the department’s efforts in Afghanistan and in Iraq. In order
to respond to emergency food needs during 2007, supplemental ap-
propriations of $350 million are requested for the Public Law 480
Title II donations program.

The 2008 budget includes discretionary funding for conservation
technical assistance to meet high priority natural resource con-
cerns. It supports about $4 billion in mandatory funding to con-
tinue implementation of the conservation programs. In aggregate,
funding in the budget will support enrollment of an additional 17.8
million acres in conservation programs, bringing total enrollment
to 215 million acres. That’s the highest enrollment in history.

For rural development, the 2008 budget provides a $15 billion
program level of activities to improve the economic opportunities
and quality of life in rural America. The assistance will be used to
finance home ownership, rural business, renewable energy, electric,
telecommunications, water and wastewater disposal, other commu-
nity facilities, and it will also support revitalization of our multi-
family housing portfolio.

In the research area, the 2008 budget funds the highest priority
research. It also increases the use of competition to improve the
quality of research, including a total of $257 million for the Na-
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tional Research Initiative. The budget includes $104 million in in-
creases for high priority research in areas such as food and ag de-
fense, avian influenza, bioenergy, animal genomics and genetics.

Finally, the budget includes an increase of $25 million to support
the 2007 Census of Agriculture.

The budget does fully fund the expected requirements of our
three major nutrition programs: WIC, food stamps, and the school
lunch program. For WIC, which is our largest discretionary pro-
gram, the budget proposes $5.5 billion in program level to support
the estimated 8.3 million participants. For food stamps, the budget
includes resources to fully fund the estimated food cost inflation
and participation, and provides a $3 billion contingency in case
costs exceed the estimated level. We expect an increased level of
school lunch participation due to the increased number of school
age children, so we include an additional $632 million for our Chil-
dren Nutrition Programs.

We have had tremendous response to MyPyramid, and I'm con-
fident the awareness of eating a nutritious diet and being active
will improve the health of Americans. So in order to continue this
success, the budget includes a small increase to make enhance-
ments to MyPyramid.

PREPARED STATEMENTS

Let me just wrap up and say I want to emphasize that the budg-
et before you strengthens agriculture and rural economies. It pro-
tects our food supply. It builds on our conservation efforts, and pro-
vides for the neediest of our citizens. With that, those of us at the
table would be happy to respond to your questions verbally or to
submit answers in writing where appropriate. Thank you, Mr.
Chairman.

[The statements follow:]

PREPARED STATEMENT OF MIKE JOHANNS

Mr. Chairman and distinguished members of this Committee, I am pleased to ap-
pear before you to discuss the fiscal year 2008 budget for the Department of Agri-
culture (USDA).

I am joined today by Deputy Secretary Chuck Conner; Scott Steele, our Budget
Officer; and Keith Collins, our Chief Economist.

It is a pleasure to come before the Committee to discuss U.S. agriculture and our
efforts to make it stronger. I want to thank the Committee again this year for its
support of USDA and for the long history of effective cooperation between this Com-
mittee and the Department in support of American agriculture. I look forward to
working with you, Mr. Chairman, as well as the other Members to make progress
on these issues during the 2008 budget process and to ensure strong programs for
our Nation’s farm sector and many other USDA programs.

Over the past year, USDA has worked with and heard from people throughout
the Nation about the importance of agriculture to the economy and the everyday life
of all Americans. I am happy to report that we have made much progress in meeting
the needs of the Nation, improving the rural economy, and strengthening U.S. agri-
culture. I would like to point out that:

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

prospered.

—Renewable energy production has grown dramatically and is contributing to the

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

—Utilizing $91 million in emergency supplemental funding, USDA significantly

increased its efforts to prepare for a potential influenza pandemic and partici-
pated in the worldwide effort to stop the spread of the H5N1 virus overseas.

—We are making considerable progress in ensuring the safety of meat, poultry,

and egg products. Recalls of meat and poultry and processed egg products have
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been cut in half during the last 4 years due to improved oversight and the
downward trend is continuing.

—U.S. agricultural exports again reached a record level in 2006, and are forecast
to set another record in 2007. The 2007 forecast level represents an increase
of more than 50 percent since 2000.

—We have continued our efforts to open new markets. During the past year,
Trade Promotion Agreements were signed with Colombia and Peru, and nego-
tiations were completed with Panama.

—We remain committed to our objective of achieving fundamental reform of agri-
cultural trading practices through the Doha Round of multilateral trade nego-
tiations. Although no major breakthroughs have been achieved, we are actively
engaged in discussions with our trading partners on technical aspects of each
of the three pillars in the agricultural area. We continue to believe a successful
outcome is achievable.

—We are continuing to regain our beef export market. Markets have been re-
opened or maintained in the countries that closed their borders to U.S. beef
products after the first detection of BSE. Recent progress has been made in
such countries as Russia, Columbia, Peru, and Panama.

—We have had tremendous response to MyPyramid, and I am confident that as
awareness of the importance of eating a nutritious diet and being physically ac-
tive increases, so will the health of Americans.

On January 31, 2007, I announced a comprehensive set of 2007 Farm Bill pro-
posals for strengthening the farm economy and rural America. The 2008 budget is
based on the current Farm Bill. However, beginning in 2008, the budget incor-
porates a $500 million increase each year in the Commodity Credit Corporation
(CCC) estimates to accommodate the cost of new Farm Bill proposals to be allocated
among the various titles of the bill.

2008 Budget

The President and the Congress are facing many challenges. The President’s 2008
budget meets these challenges by funding our highest, most important priorities,
while exercising the fiscal discipline that is absolutely necessary to achieve the
President’s goals of strengthening the economy and balancing the budget.

Today, I will be focusing on the proposals contained in the 2008 budget. Let me
take a moment to briefly point out how this budget supports our highest priority
programs—programs that achieve results. This budget:

—Fulfills our commitment to reduce trade barriers and expand overseas markets;

—Supports the President’s vision for energy independence by significantly increas-

ing funding for biofuels;

—Continues programs vital to the protection of agriculture from disease, pests,

and human threats, including avian influenza and BSE;

—Supports policies that ensure Americans continue to enjoy a safe and whole-

some food supply;

—Provides sufficient resources to fully fund expected participation and food cost

inflation in our major nutrition assistance programs;

—Enhances the environment by providing a record level of funding to enroll a

record number of acres into conservation programs;

—Builds a strong rural economy by supporting policies that enhance job creation,

improve rural infrastructure, and increase homeownership opportunities; and

—Supports on-going basic and applied sciences that provide the technology and

information necessary for the development of innovative solutions facing Amer-
ican agriculture;

USDA also shares the responsibility of controlling Federal spending. This means
doing more with less, eliminating programs that are not getting the job done, cut-
ting out wasteful spending, and reforming the earmark process. We are pleased that
the House Joint Resolution for 2007 continuing appropriations significantly reduced
USDA’s earmarks, and hopes that the Committee will continue those worthy efforts.
So, you will see throughout the 2008 budget proposals that terminate or reduce
spending. These proposals will produce real savings in both mandatory and discre-
tionary spending.

The President’s 2008 budget, which was released on February 5, 2007, proposes
to increase USDA’s total budget authority from $88 billion in 2007 to $91 billion
in 2008. For the Department’s discretionary budget, the overall request is $20 bil-
lion, about the same level as in 2007 level. The discretionary appropriation request
pending before this Committee, which does not include the Forest Service, is $16
billion.

I would now like to focus on some specific program highlights.
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Pathogenic Avian Influenza (Al

The infrastructure developed in response to outbreaks of highly pathogenic Al has
enabled the Department to strengthen its global leadership in combating its spread
and keeping it from entering the United States. Utilizing the supplemental funding
provided in fiscal year 2006, the Department has worked closely with international
agencies and other countries to enhance the international capacity and technical
skills necessary to keep Al at bay. Domestic efforts have built upon USDA programs
that have been in place for more than two decades to prevent an outbreak of dan-
gerous strains of Al in our country.

The 2008 budget requests a total of approximately $82 million to continue and
enhance on-going efforts related to Al, an increase of $32 million over the amount
estimated for 2007, not including supplemental funds. Of the increase, $20 million
is related to continuing activities related to highly pathogenic Al, including: surveil-
lance and diagnostics work; preparedness and response efforts; and international
veterinary capacity building. An additional increase of $6 million is requested for
the development of methods to detect Al in the environment and further Al re-
search, including development of poultry vaccines. Another $6 million increase is re-
quested to expand activities related to the on-going program for low pathogenic Al.
Low pathogenic Al is of concern for its potential costs to the poultry industry and
potential ability to mutate into highly pathogenic Al.

Food and Agriculture Defense Initiative

USDA continues to be vigilant in ensuring the safety of agriculture. The Depart-
ment is a strong partner in the Administration’s efforts to prepare for any potential
bioterrorist attack. We have established effective working relationships with other
Federal agencies to ensure an appropriate Government response to a wide array of
threats.

To protect American agriculture and the food supply from intentional terrorist
threats and unintentional introductions, the budget proposes $341 million for
USDA’s part of the President’s Food and Agriculture Defense Initiative. Funding for
ongoing programs is $325 million, an increase of nearly $148 million from the 2007
level. Of the total amount for on-going programs, an increase of about $36 million
for Food Defense would enhance the Food Safety and Inspection Service’s (FSIS)
ability to detect and respond to food emergencies and for USDA research agencies
to conduct related research. For Agriculture Defense, the budget includes an in-
crease of about $39 million for research on emerging and exotic diseases to, among
other things, improve animal vaccines and facilitate rapid response to agricultural
threats. An additional $72 million would be used to improve USDA’s ability to safe-
guard the agricultural sector through enhanced monitoring and surveillance of pest
and disease threats, improved response capabilities, and other efforts, such as an
expansion of the National Veterinary Stockpile.

In order to keep USDA in the forefront of avian disease research, the budget re-
quests an increase of $16 million for planning and design of the Consolidated Poul-
try Research Facility in Athens, Georgia. This facility is critically needed to conduct
research on exotic and emerging avian diseases that could have devastating effects
on animal and human health.

Food Safety

Americans enjoy one of the safest food supplies in the world. Data from the Cen-
ters for Disease Control and Prevention shows improvements based on historical re-
ductions in the incidence of foodborne illness. The continued reduction in illnesses
from pathogens associated with the consumption of meat, poultry, and egg products
is a tremendous success story. These results demonstrate that we are moving in the
right direction. USDA is committed to continuing this positive trend in the future.
We will continue to pursue the development and implementation of risk-based in-
spection systems that are grounded in science. These systems will make us smarter
about where we focus our resources and our expertise to make the most difference.

The 2008 budget requests record funding of nearly $1.1 billion, an increase of
$104 million over 2007, for FSIS to protect the Nation’s supply of meat, poultry and
egg products. This includes $930 million in appropriated funds. About 80 percent
of the increase in funds is for pay, including monies required for Federal and State
inspection programs to meet the demand for inspection services. The budget re-
quests an increase of $21.7 million to expand the Food Emergency Response Net-
work (FERN and strengthen food and agriculture defense. With this funding, FSIS
will continue to develop the network of food laboratories and the result will be an
increase in the capability of a network of coordinated Federal, State and local lab-
oratories to handle large volumes of testing that would be needed for biosurveillance
or in the event of a widespread food emergency.
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The budget estimates that $135 million in existing user fees for voluntary inspec-
tion will be collected. For 2008, we will be submitting authorizing legislation to Con-
gress to collect an additional $96 million in user fees. The budget does not assume
the use of these fees. Discretionary funding to cover the total cost of the program
is included in the request. This includes legislation to authorize a licensing fee to
collect $92 million from meat, poultry, and egg products establishments. In addition,
it would also authorize the agency to recover $4 million for the cost of providing
additional inspection services from establishments as a result of performance fail-
ures, such as sampling violations, recalls, or an outbreak of foodborne illness.

Energy

Another priority for the Department and the Administration is a continued focus
on expanding renewable energy. I sit before you today with the belief that renew-
able energy, supported by American agriculture and forestry, holds tremendous po-
tential for the Nation’s future. We are starting to see that the benefits of renewable
energy are far-reaching and will continue to grow as energy production from renew-
able sources continues to expand in the near future. Renewable fuels reduce our de-
pendence on foreign oil, which contributes to our Nation’s security. Renewable fuels
are environmentally friendly and produce fewer emissions of greenhouse gases than
fossil fuels. Furthermore, renewable fuels are often produced in rural areas, pro-
viding a source of income for farmers, ranchers and rural Americans.

USDA is committed to ensuring that renewable fuels production continues to help
meet the Nation’s energy and security needs. The budget includes $396 million, an
increase of $161 million, for the Department’s energy initiatives. Part of USDA’s
commitment is demonstrated through research activities. The 2008 budget includes
$70 million, an increase of $29 million, for energy research supported by ARS and
CSREES. A majority of this research will focus on improving cellulosic ethanol pro-
duction by improving feedstock growth potential and introducing new ways to har-
vest, handle, and transport the feedstock to production facilities. In addition, USDA
is working to improve the conversion efficiency of biomass feedstocks into biofuels
and bioproducts. This research will lead to new opportunities to expand renewable
fuel’s potential to meet the Nation’s energy needs, while creating significant oppor-
tunities for farmers, ranchers, and rural communities.

In addition to this research, the budget would make available nearly $320 million
in grants, guaranteed loans, and other efforts to support the commercialization of
renewable energy production. Through the Rural Development mission area, USDA
is making financial support available to leverage private sector funding for small
and large-scale, renewable energy generation activities. This financial support pro-
vides incentives for individuals and cooperatives to choose renewable energy produc-
tion methods. USDA has also encouraged the development of various renewable en-
ergy projects, including ethanol plants and wind farms. We remain committed to ex-
panding these opportunities to improve the Nation’s energy security and environ-
ment, while providing additional possibilities to U.S. agricultural and rural commu-
nities.

Farm Commodity and Agriculture Credit Programs

Rising crop prices, particularly for corn, has had a major impact on farm program
costs, which is due to the rapid growth in ethanol production. As a result, farmers
are relying more on the market for revenue rather than payments from the Govern-
ment. As such, net outlays for the farm commodity programs funded through the
Commodity Credit Corporation (CCC) are expected to decline significantly in 2007
and 2008 as rising prices for corn and other major commodities are reducing out-
lays. Compared to estimates made when the 2002 Farm Bill was enacted, actual
spending for CCC funded programs, which excludes some conservation programs,
has been about $17 billion below the 2002 projections when ad hoc disaster assist-
ance is excluded. Beginning in 2008, the budget incorporates a $500 million increase
each year in the CCC estimates to accommodate the cost of the new Farm Bill pro-
posals. This additional funding will be spread among various titles of the Farm Bill.

USDA’s farm credit programs provide an important safety net for farmers by pro-
viding a source of credit when they are temporarily unable to obtain credit from
commercial sources. The 2008 budget supports about $3.4 billion in direct and guar-
anteed farm loans. The 2008 budget proposes loan levels that generally reflect ac-
tual usage in recent years.

The budget requests $1.5 billion for the Farm Service Agency to deliver farm pro-
grams. This level of funding will support approximately the same number of staff
years as in 2007 and includes the funding to support ongoing operational needs
based on current programs and the current delivery system. Once the parameters
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of the new Farm Bill are known, we may need to re-evaluate resource needs for pro-
gram implementation, including staffing and information technology (IT).

Crop Insurance

Crop insurance is designed to be the primary Federal risk management tool for
farmers and ranchers. In 2008, crop insurance is expected to provide coverage for
nearly $68 billion in risk protection, double the amount of coverage provided as re-
cently as 2000. This growth has been accomplished, in part, through the develop-
ment of new and innovative plans of insurance. These innovations have expanded
coverage to new crops or improved the coverage available under existing policies.

Over the years, Congress has challenged USDA to expand the availability of crop
insurance to under-served commodities, in particular, to livestock and pasture,
rangeland, and forage. I am happy to say that USDA is meeting that challenge.
Currently, the crop insurance program offers protection for swine, fed cattle, feeder
cattle; and, new for 2007, lamb. Also new for 2007, the crop insurance program is
offering two innovative programs covering pasture, rangeland, and forage.

In order to build on these successes, Risk Management Agency’s (RMA) aging in-
formation technology (IT) system needs to be modernized. The existing IT system
has been in service for more than a decade and needs to be upgraded to address
evolving programmatic needs. That system was designed for a much smaller and
simpler program. As a result, RMA must use numerous manual over-rides and
work-arounds to support the new insurance products. This manual intervention in-
creases the costs to maintain and operate the system. It also increases the risk of
data errors that could jeopardize the integrity of the crop insurance program. The
2008 budget includes a legislative proposal to initiate a small participation fee in
the Federal crop insurance program to fund modernization and maintenance of a
new IT system. The fee would generate about $15 million annually, which would
initially supplement the annual appropriation to modernize the IT system. However,
in future years, the fee would replace appropriated funding for IT maintenance.

In addition, the 2008 budget includes about $79 million in discretionary funding
to administer the Federal crop insurance program, compared to about $76 million
for 2007. The increase would accommodate pay costs and inflationary increases. The
budget also includes a general provision to fund data mining and the common infor-
mation management system through the crop insurance mandatory account.

International Programs

Expanding access to global markets is essential for U.S. food and agricultural
products, and plays a critical role in our efforts to provide a prosperous future for
America’s farmers and ranchers. In this regard, we must ensure that our producers
and exporters have the tools they need to compete for a greater share of the benefits
flowing from trade agreements and the resulting expansion in global markets.

Our 2008 budget proposals support our continued commitment to trade expansion
activities. Increased funding is provided for the Foreign Agricultural Service (FAS)
to maintain its overseas office presence and continue its representation and advo-
cacy activities on behalf of American agriculture.

The FAS budget includes funding to restore the Cochran Fellowship Program to
its traditional annual appropriated level of $5 million and also provides funding for
FAS trade capacity building activities. Those activities assist developing countries
to strengthen their agricultural policy making and regulatory systems adhere to
internationally recognized standards and become better trading partners. By assist-
ing them to adopt policies that meet World Trade Organization standards and adopt
regulatory systems that are transparent and science-based, we improve access for
U.S. products to their markets.

For the foreign food assistance programs, the budget continues to place the high-
est priority on meeting emergency and economic development needs of developing
countries. Appropriated funding for the McGovern-Dole International Food for Edu-
cation and Child Nutrition Program is increased to $100 million, which will allow
USDA to extend school feeding and educational benefits to about 2.5 million women
and children during 2008. The program is helping children in countries with severe
educational and nutritional needs. In recent years, more than 13 million children
throughout the world have received benefits from the McGovern-Dole program and
its predecessor, the Global Food for Education Initiative.

In order to respond to emergency food needs during 2007, supplemental appro-
priations of $350 million are being requested for the Public Law 480 Title II dona-
tions program. The additional funding will be used to address urgent humanitarian
needs in the Darfur region of Sudan, including for refugees and others in Chad and
surrounding areas who are affected by the violence. The funding will also assist in
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meeting other critical food needs, particularly in the Horn of Africa, southern Africa,
and Afghanistan.

For 2008, the budget requests appropriated funding of $1.2 billion for the Public
Law 480 Title II program, which is expected to support the donation of 2.5 million
metric tons of food commodities. In addition, to help improve the timeliness, effi-
ciency, and effectiveness of the U.S. Government’s response to emergency situations,
increased flexibility is requested in the purchasing of Title II commodities.

In addition, the budget requests funding in the Office of the Secretary to support
the Department’s efforts to assist in agricultural reconstruction activities in Afghan-
istan and Iraq. USDA is providing technical advisors assigned to the Ministry of Ag-
riculture in Iraq who are assisting in agricultural planning, extension, and food
safety and inspection. Other agricultural advisors are serving on the Provincial Re-
construction Teams (PRTs) working in the rural provinces of Afghanistan and Iraq
on activities such as irrigation system rehabilitation, post-harvest loss reduction,
marketing system improvements, and livestock health. These advisors are providing
much needed, valuable assistance in addressing a wide range of problems brought
on by years of neglect and mismanagement in the agricultural sectors of these two
countries.

Conservation

USDA also fosters environmental stewardship through conservation programs
supported with mandatory CCC funding. The 2008 budget reflects an unprecedented
commitment to conservation and includes nearly $4 billion in mandatory funding to
provide conservation financial and technical assistance on a cumulative total of 215
million acres, the greatest amount of conservation assistance provided in the Na-
tion’s history.

Within the total amount of mandatory funds, the budget proposes over $455 mil-
lion for the Wetlands Reserve Program (WRP), an increase of $191 million, or nearly
72 percent over 2007. The projected WRP enrollment for 2008 would be the largest
ever, involving up to 250,000 acres, and will bring the total acreage enrolled in the
program to 2,275,000 acres, the maximum level authorized by the 2002 Farm Bill.
The WRP is the principal supporter of the President’s goal to restore, protect, and
enhance 3 million acres of wetlands by 2009.

The Conservation Reserve Program (CRP) accounts for more than half of the man-
datory funds with total funding of just over $2 billion. Enrollment in CRP is ex-
pected to decline by about 9 percent to 33.6 million acres in 2008. Although contin-
uous sign-ups will be maintained, no general signups are assumed for 2007 and
2008 due to the increase in corn production to meet the demand for ethanol. Fund-
ing for the Environmental Quality Incentives Program will be maintained at $1 bil-
lion to treat more than 170 million acres in 2008. The budget requests an increase
of $57 million for the Conservation Security Program for total funding of $316 mil-
lion. This level of funding will continue support to the more than 19,000 contracts
signed in prior years.

The 2008 budget includes $825 million in discretionary funding for on-going con-
servation work, a decrease of $94 million below the 2007 level. This level of funding
supports programs that provide the highest quality technical assistance to farmers
and ranchers and address the most serious natural resource concerns. The budget
includes a proposal to reduce the number of Federal coordinator positions funded
under the Resource Conservation and Development (RC&D) program, for a savings
of $36 million. Under this proposal, the number of authorized RC&D areas would
be maintained at the current level of 375, but coordinators would provide assistance
to multiple areas by focusing on programmatic oversight.

Rural Development

Through Rural Development (RD) programs, USDA improves the economy and
quality of life in all of rural America by supporting essential housing and public fa-
cilities, such as water and sewer systems, health clinics, and electric and tele-
communication systems. In addition, RD promotes economic development by pro-
viding guaranteed loans to businesses in coordination with the private sector.

The 2008 budget supports $14.9 billion for the RD programs. This is about $985
million more than the amount estimated to be available for 2007. At the requested
level, most key rural development programs would be maintained at their historic
operating levels.

The 2008 budget does, however, contain some important changes in policy and
funding priorities. In particular, the 2008 budget significantly increases funding for
single-family guaranteed loans. Guaranteed loans, which are unsubsidized, have ac-
counted for almost all of the growth in USDA’s homeownership assistance. Due to
the success of guaranteed single-family loans in meeting the needs of rural citizens,
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the budget does not include funding for direct single-family loans, a reduction of
nearly $1.2 billion. While not funding direct loans is a change in policy for USDA,
it is consistent with Federal housing policy as reflected in the programs adminis-
tered by the Departments of Housing and Urban Development and Veterans Affairs.
Moreover, it reflects recent changes in the home mortgage market that allow more
low-income families to qualify for private sector loans. USDA’s single family guaran-
teed program is expected to provide 39,000 homeownership opportunities in 2008.

With regard to multi-family housing, the 2008 budget includes $567 million for
rental assistance payments. This funding is needed to provide for a higher rate of
renewals due to recent action to reduce the renewal period from 5 to 1 year. The
2008 budget also includes $27.8 million to continue the Administration’s initiative
to revitalize USDA’s portfolio of multi-family housing projects, which are home to
close to half a million low-income families. A recent Supreme Court decision allows
project sponsors to prepay their loans and convert their projects to uses other than
low-income housing, putting tenants at risk of higher rents and potential loss of
housing. The Administration’s initiative includes providing housing vouchers to pro-
tect the rents of tenants of projects that are withdrawn from the portfolio, as well
as the restructuring of existing loans in exchange for the project sponsor’s agree-
ment to stay in the program and make improvements to their projects. A pilot pro-
gram, as authorized by the 2006 Appropriations Act is already underway. The Ad-
ministration plans to resubmit to the Congress draft legislation to authorize debt
restructuring and other revitalization incentives.

For the on-going electric and telecommunications programs, the 2008 budget sup-
ports about $4.8 billion in direct loans, of which $4.1 billion would be for the electric
programs. Most electric loans would be at interest rates that are currently com-
parable to the direct municipal and direct Treasury rate programs. Combined, these
programs would simplify the overall program with essentially no adverse impact on
borrowers. The electric program would focus on financing the distribution and trans-
mission of power and the improvement of existing generation facilities. The commer-
cial sector should be relied on for financing new power generation. For the water
and waste disposal program, the 2008 budget provides for $349 million in grants
and almost $1.1 billion in direct loans. This reflects a lower grant-to-loan ratio than
the current program because the Administration is re-proposing its plan to reduce
interest rates in exchange for a reduced amount of grants. For most rural commu-
nities, which receive a combination of loan and grant assistance, the reduction in
interest rates would be of greater benefit because it would reduce the overall debt
servicing costs of their projects.

The 2008 budget includes additional funding for the renewable energy and energy
efficiency loan and grant program. It includes $15 million for grants and supports
$195 million in guaranteed loans, compared to $11 million for grants and $175 mil-
lion in loans estimated to be available for 2007.

The business and industry guaranteed loan program would be increased to $1 bil-
lion, which is the historic funding level for this program. This program and the
intermediary re-lending program have been an important source of job creation in
rural communities.

Research

Over the last century, productivity has been a major focus of agricultural re-
search. Driven by advances in plant and animal genetics, nutrition, and health, this
research has paid off with major gains. Agricultural research is taking on the chal-
lenges of a new century and USDA’s leadership will continue through innovative re-
?earch in bioenergy production, obesity prevention, and food and agricultural de-
ense.

Advances in science have opened new frontiers in agricultural research that have
put solutions to national challenges within our reach. It is important that we seize
the opportunity by focusing our resources and efforts on the highest priority work
relevant to the needs of producers and consumers of agricultural products. Our
budget requests over $1 billion for the Agricultural Research Service. The proposed
level includes $104 million in increases for high priority research on food and agri-
cultural defense, bioenergy, plant and animal genomics and genetics, and human
nutrition and obesity prevention. These lines of investigation have great potential
to benefit producers and consumers; assure an abundant, safe, and inexpensive sup-
ply of food; and ensure the preservation of our natural resource base. The budget
grigls)oses elimination of $293 million of earmarked research and facility projects in

A key factor in the success of agricultural research has been our continuing part-
nership with the land-grant universities and other performers of agricultural, nat-
ural resource and food research. These institutions provide a unique set of expertise
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in the range of scientific disciplines needed to address complex issues facing the
food, agriculture and natural resource communities. Further, these partnerships fos-
ter the transfer of knowledge through higher education and the unique system of
Extension that has been so successful in America. Our budget continues our support
for university-based research, higher education and extension programs and ad-
dresses the need to focus those resources on the highest priorities. Under our pro-
posal we are placing a greater emphasis on merit-based, peer-reviewed grants to
achieve the highest quality research from taxpayer dollars. In addition, $157 million
of earmarked Cooperative State Research, Education, and Extension Service re-
search grants and lower priority projects would be eliminated.

A major element of the research budget is an increase of $68 million, for total
funding of $257 million, for the National Research Initiative—the Nation’s premier
competitive, peer-reviewed research program for fundamental and applied sciences
in agriculture. This increase includes funding for bioenergy and biobased fuels, one
of the Department’s highest priority initiatives. It also supports integrated projects
that focus on water quality, food safety, organic transition, and pest management.
In total, $29 million would be added to CSREES programs for research in bioenergy.

A longstanding part of USDA support for the university research partnership has
been through the Hatch Act and MclIntire-Stennis Act formula grant programs. As
stated above, the budget continues funding for these programs with a proposal to
emphasize funding for competitively awarded multi-state research programs to en-
sure the highest quality research proposals are supported. We will be working in
close consultation with our university partners to craft the details of these modifica-
tions.

The budget includes an increase of $25 million to support the 2007 Census of Ag-
riculture, the most comprehensive source of statistically reliable information regard-
ing our Nation’s agriculture. With information collected at the national, State, and
county levels, the Census provides invaluable, comprehensive data on the agricul-
tural economy which are relied upon to keep agricultural markets stable and effi-
cient.

Nutrition Assistance

The budget contains sufficient resources to fully fund expected participation and
food cost inflation for the Department’s three major nutrition assistance programs—
Food Stamps; Women, Infants and Children (WIC); and Child Nutrition. Participa-
tion levels fluctuate with economic conditions and the budget keeps pace. WIC par-
ticipation is expected to grow slowly in 2008 to a total of 8.3 million participants,
while Food Stamp participation is estimated at 26.2 million, roughly the 2007 level.
School Lunch participation is estimated to grow about 2 percent to keep pace with
the growing student population, as it has in recent years, to a new record level of
31.5 million children per day.

For Food Stamps, legislation will be proposed that would exclude all retirement
and education savings accounts from eligibility determinations regardless of how
other programs treat them. By 2010, this would allow about 98,000 additional peo-
ple to participate who, otherwise, would have been ineligible unless they spent down
their retirement and education savings. This would add an estimated $44 million
in costs for 2008 and about $138 million in 2010 when fully implemented. The 2008
budget also reproposes legislation to restrict participation among certain households
with incomes or resources above normal eligibility thresholds. Affected households
are those that do not receive cash Temporary Assistance for Needy Families (TANF)
benefits, but become categorically eligible for food stamps because they receive a
TANF-funded service, such as a one-time referral. This change would reduce costs
by an estimated $65 million in 2008, with additional savings in subsequent years.

The WIC request provides full funding for all those estimated to be eligible and
seeking services. At the same time, the Department will work with stakeholders to
contain costs and continue to improve the program’s performance. WIC legislative
proposals include limiting administrative funding to the 2006 per participant level
and limiting categorical eligibility to those with incomes under 250 percent of pov-
erty.

The 2008 budget reproposes elimination of the Commodity Supplemental Food
Program (CSFP), which is not available nationwide and duplicates two of the Na-
tion’s largest Federal nutrition assistance programs—Food Stamps and WIC. Eligi-
ble women, infants and children participating in CSFP will be encouraged to mi-
grate to the WIC Program. Eligible elderly CSFP recipients will be encouraged to
migrate to the Food Stamp Program, where most are believed to be eligible. The
budget includes temporary transitional benefits for CSFP participants 60 years of
age or older equaling $20 per month for the lesser of 6 months or until the recipient
starts participating in the Food Stamp Program.



18

As I mentioned earlier, we have had a great deal of success in promoting healthy
eating habits and active lifestyles with MyPyramid. The MyPyramid website has re-
ceived 2.6 billion hits since it was made available in April 2005. In order to continue
this success, the budget includes an increase of $2 million to make enhancements
to MyPyramid and to begin planning for the 2010 Dietary Guidelines for Americans.
This supports two pillars of President Bush’s HealthierUS Initiative, to eat a nutri-
tious diet and to be physically active, and will help reduce obesity in America.

Department Management

The 2008 budget continues our progress in improving the overall management of
the Department. Increased funding is being sought for selected key priorities includ-
ing:
—Replacing the Department’s outdated, core financial system and supporting sys-

tems that no longer meet all Federal standards for financial reporting and man-

agement. The budget requests funding to begin a multi-year implementation of

a replacement system that will provide consistency and increase efficiencies for

financial reporting across the Department. The new system will strengthen in-

ternal controls, eliminate material weaknesses, and diminish improper pay-
ments, which will improve the Department’s overall financial management.

—Expanding Civil Rights compliance reviews of agency hiring practices and pro-

gram activities. These reviews allow the Department to identify and address
issues of inequality and unfairness in personnel decisions and the delivery of
its program benefits.

—Continuing capital improvements to USDA facilities to ensure that employees

and customers have a safe and modern working environment.

In closing, I want to emphasize that the USDA budget fully supports the Presi-
dent’s goals to strengthen the economy, increase security, and restrain spending.
The budget before you addresses these goals by funding our highest priorities. These
funding priorities strengthen agriculture and rural economies, protect our food sup-
ply, build on our conservation efforts, and provide for the neediest individuals.

That concludes my statement. I look forward to working with Members and staff
of the Committee and will be glad to answer questions you may have on our budget
proposals.

PREPARED STATEMENT OF BOYD K. RUTHERFORD, ASSISTANT SECRETARY FOR
ADMINISTRATION, DEPARTMENT OF ADMINISTRATION

Mr. Chairman and members of the Subcommittee, thank you for the opportunity
to submit this statement supporting the President’s budget proposal for fiscal year
2008 for the Department of Agriculture’s (USDA) Departmental Administration.

Departmental Administration (DA) is at the core of USDA’s management initia-
tives. Through a strong commitment to the President’s Management Agenda, we
have realigned our services to provide continued leadership and better program
management, resulting in greater efficiencies, enhanced internal controls and effec-
tive customer service. DA enhances Department-wide strategies by ensuring appro-
priate administrative policy and by providing essential management to all agencies
and staff offices. This is accomplished through our Department-wide management
services, which include: human capital management; facilities operations; security
services; procurement and property management; small business utilization; Admin-
istrative Law support; and ethics guidance.

FISCAL YEAR 2008 OBJECTIVES

DA has the following objectives for fiscal year 2008 that contribute to the Depart-

ment’s ability to successfully fulfill its mission:

—Ensure USDA has a diverse, ethical, results-oriented workforce able to meet
mission priorities and work cooperatively with USDA partners and the private
sector.

—Ensure USDA has a trained acquisition workforce with the procurement policies
and systems needed to ensure responsiveness, high quality, cost-effectiveness,
and accountability using an increasingly diverse vendor pool and range of prod-
ucts.

—Promote the efficient and economical use of USDA’s resources to support cus-
tomers, promote organizational productivity, and ensure accountability.

—Provide the policies, technical guidance, and operating environment that en-
hance the safety and security of USDA personnel, information and facilities,
and the continuity of its vital programs and operations.

—Provide formal adjudicative support.
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—Expand the implementation of the BioPreferredSM Program within USDA and
other Federal agencies. The BioPreferredSM Program, authorized in the 2002
Farm Bill, is a Federal procurement program that requires that Federal agen-
cies provide a preference for the purchase of USDA designated biobased prod-
ucts. In fiscal year 2008 DA will be jointly focused on establishing USDA as a
leader in biobased purchases and providing support and guidance to other Fed-
eral agencies and to biobased manufacturers.

FISCAL YEAR 2008 REQUEST

DA'’s fiscal year 2008 budget request is divided into three separate appropriations:
DA Direct; Agricultural Building and Facilities and Rental Payments; and Haz-
ardous Material Management.

DA DIRECT

The DA Direct fiscal year 2008 budget is $24,608,000, which funds personnel and

office operations costs. The increased request will address the following:

—An increase to cover personnel costs for 2007 and 2008. This appropriation
funds administrative support in the National Capital Area and on-going pro-
grams in human capital management and small business utilization across the
Department.

—An increase for Continuity of Operations (COOP) for the Office of the Secretary,
providing guidance and training to the mission areas, and providing support
and training to USDA’s National Emergency Preparedness Team. These efforts
will ensure USDA is compliant with Executive Orders and Presidential Direc-
tives associated with Emergency Preparedness and requirements for Executive
Branch COOP.

AGRICULTURE BUILDINGS AND FACILITIES AND RENTAL PAYMENTS

The fiscal year 2008 budget request for Agricultural Building and Facilities and
Rental Payments is $216,837,000, of which $156,590,000 is for rental payments to
the General Services Administration (GSA) and Department of Homeland Security
for security payments and $60,247,000 for Building Operations and Maintenance.

The increased request addresses the following:

—An increase for the Central Rent Account is needed to fund the estimated cost
of GSA space assignments and physical security costs payable to the Depart-
ment of Homeland Security, increased lease expenses, maintenance services,
and preventative maintenance services of the fire alarm and switchgear systems
located at the USDA Headquarters Complex.

—An increase for repairs and maintenance projects for the USDA South Building.
The South Building of the Headquarters Complex was built between 1930 and
1936 and houses approximately 4,600 employees. It is in much need of repair
and maintenance. Repairs are needed