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Find more useful information about agriculture, food safety, nutrition, rural issues, research,
education, natural resources, and all USDA programs at http://www.usda.gov

Within the USDA web site, here are just some of the popular and important placesto get infor-
mation on subjects that may be important to you:

USDA Kids page: http://mww.usda.gov/news/usdakids/index.htm
Meat and poultry product recalls: http://mwww.fsis.usda.gov/oa/news/xrecalls.htm
Gateway to Government Food Safety Information: http://mww.foodsafety.gov
The Food Guide Pyramid: A Guide to Daily Food Choices:
http: //mww.usda.gov/cnpp/pyramid.htm
The Children’s Food Guide Pyramid: http://www.usda.gov/cnpp/KidsPyra/
Nutrition Information: http://mww.nal .usda.gov/fnic/cgi-bin/nut_search.pl
Home Canning Guides: http://www.ext.usu.edu/publica/foodpubs.htm
Civil Rights: http://mwww.usda.gov/da/cr.html
Millennium Green: http://www.millenniumgreen.usda.gov
Millennium Gardens: http://www.usda.gov/gardens
USDA Celebrating the Millennium: http://mww.usda.gov/millennium/contents.htm
Home Gardening: http://www.usda.gov/news/garden.htm
Millennium Calendar: http://www.recgov.org/usda/esra.html
Farmers Markets: http://www.ams.usda.gov/marketing.htm
Small Farms: http://www.usda.gov/oce/smallfar m/sfhome.htm
Market News: http: //www.ams.usda.gov/mar ketnews.htm
Importing and Exporting Animals: http://www.usda.gov/news/animal s.htm
Safeguarding Your Pet: http://mww.aphis.usda.gov/oa/pettheft.html
Backyard Conservation: http://mmw.nhg.nrcs.usda.gov/CCS/Backyard.html
National Resources Inventory: http://mww.nhg.nrcs.usda.gov/CCSNRIrlse.html
Forest Service Recreation Information: http://mww.fs.fed.us/recreation/recreation.shtmi
Forest Service—2002 Winter Olympics: http://www.fs.fed.us/r4/2002/
U.S. National Arboretum: http://Mmww.ars-grin.gov/ars/Beltsville/na/
USDA Plant Hardiness Zone Map: http://www.ar s-grin.gov/na/hardines.html
National Agricultural Library: http://mww.nalusda.gov/
USDA History Collection: http://mww.nalusda.gov/speccoll/collect/history/index.htm
Graphics of Agricultural Production: http://www.usda.gov/nass/aggraphs/graphics.htm
Employee Association: http://www.usdaesra.org

This 2000 Agriculture Fact Book is at http://mww.usda.gov/news/pubs/fbook00/contents.htm
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Foreword

by Dan Glickman, Secretary

he U.S. Department of Agriculture (USDA), called “The People’'s

Department” by President Abraham Lincoln when it was founded in 1862,
touchesthe lives of every single American. You do not have to be afarmer or
arural resident to be a USDA customer. Everyone with an interest in good
nutrition, food safety, and the health of the American landscape has a stake
in our programs and activities.

Inside the Agriculture Fact Book, you will learn about the breadth of our
mandate—about our stewardship of 192 million acres of national forest land;
about our efforts to fight hunger at home and abroad; about our support for
land-grant colleges and universities; about our battles against bugs, pests, and
diseases that threaten American agriculture and ecosystems. You will learn more
about programs that are already household names, like the Food Stamp Program.
And, you can aso get information about efforts like the Farmland Protection
Program and our regulation of biotechnology products.

The book also provides a broad look at American agriculture and includes
data on farm income, assets, production, commodities, and more. We also
outline the demographic features of rural America. And because USDA has
responsihilities for reporting on the consumption as well as the production
end of agriculture, we devote an entire chapter to American eating habits.

We have designed this book to be user-friendly, with charts, graphs, and
visualsthat help better convey key points. The book also includes a hel pful
glossary and a calendar that explains the planting and harvesting schedules
of different crops.

We also know that no one book can provide al the information one might
need. So we have included the names, telephone numbers, fax numbers, and
e-mail addresses of contacts for additional information. Throughout these
pages, you will also find web site addresses where you will be able to tap
an even deeper well of USDA information.

Whether you are afarmer, adietitian, a scientist, a public servant, or just
acurious citizen, the Agriculture Fact Book is an invaluable resource and
handy reference guide. You can access adigital version of this publication—
aswell asamultitude of agricultural information—on USDA’'sweb site at
http://mww.usda.gov. | encourage you to useit and to contact usif you need
more information.






U.S. Agriculture—Food
Consumption in America

mericans at the beginning of the 21st century are consuming more food and
several hundred more calories per person per day than did their counterparts
in the late 1950's (when per capita cal orie consumption was at the lowest level in
this century), or even in the 1970’s. The aggregate food supply in 1994 (the latest
year for which nutrient data from USDA's Center for Nutrition Policy and Promotion
are available) provided 3,800 calories per person per day, 500 calories above the
1983 level and 800 calories above the record low in 1957 and 1958 .

Of that 3,800 calories, USDA's Economic Research Service (ERS) estimates
that roughly 1,100 calories were lost to spoilage, plate waste, and cooking and other
losses, putting dietary intake of caloriesin 1994 at just under 2,700 calories per
person per day. ERS data suggest that average daily calorie intake increased 14.7

Figure 1-1

Calories from the per capita U.S. food supply, adjusted for spoilage
and waste, increased 21 percent between 1970 and 1994

Calories per person per day
4,000

3,500 —

/- \

3,000 =/ Total U.S. food supply?

U.S. food supply adjusted

2,500 1~ for spoilage and waste?
2000 1 S S e e e e I A A A v
1957 1967 1977 1987 1997

'Rounded to the nearest hundred
2Not calculated for years before 1970.
Source: USDA's Center for Nutrition Policy and Promotion; USDA'’s Economic Research Service




percent, or about 340 calories, between 1984 and 1994, and remained stable between
1994 and 1997. Of that 14.7-percent increase, grains (mainly refined grain products)
contributed 6.2 percentage points; added fats and oils, 3.4 percentage points; added
sugars, 3.4 percentage points; fruits and vegetables, 1.4 percentage points; and meats
and dairy products together, 0.3 percentage point.

Some of the observed increase in caloric intake may be associated with the
increase in eating out. Datafrom USDA's food intake surveys show that the food-
away-from-home sector provided 34 percent of total food energy consumption in
1995, up from 19 percent in 1977-78. The data al so suggest that, when eating out,
people either eat more or eat higher calorie foods—or both—and that this tendency
appears to beincreasing.

A variety of factors are responsible for the changesin U.S. consumption patterns
in the last 50 years, including changesin relative prices, increases in real (adjusted
for inflation) disposable income, and more food assi stance for the poor. New prod-
ucts, particularly more convenient ones, also contribute to shiftsin consumption,
along with more imports, growth in the away-from-home food market, expanded
advertising programs, and increases in nutrient-enrichment standards and food
fortification. Sociodemographic trends also driving changes in food choicesinclude
smaller households, more two-earner households, more single-parent households,
an aging population, and increased ethnic diversity.

ERS estimates per capitafood and nutrient supplies based on food disappearance
data. These data are used as a proxy to estimate human consumption. The data
reported in tables 1-1 through 1-6 are unadjusted for spoilage and waste, so they
may overstate what is actually eaten. The data are used more appropriately as
indicators of trends in consumption over time.

Meat Consumption at Record High

N ow more than ever, Americais aNation of meat eaters. In 1999, total meat
consumption (red meat, poultry, and fish) reached 197 pounds (bonel ess,
trimmed-weight equivalent) per person, 64 pounds above average annual consump-
tionin the 1950's (table 1-1). Each American consumed an average of 12 pounds
more red meat than in the 1950's, 48 pounds more poultry, and 4 pounds more fish
and shellfish. Rising consumer incomes, especially with the increase in two-income
households, and meat pricesin the 1990’s that were often at 50-year lows, when
adjusted for inflation, explain much of the increase in meat consumption. In addition,
the meat industry has provided scores of new brand-name, value-added products
processed for consumers’ convenience, aswell as a host of products for foodservice
operators.



Table 1-1

In the 1990’s, Americans consumed an average 57 pounds
more meat per year than in the 1950’s, and a third fewer eggs

Annual averages

Item 1950-59 1960-69 1970-79 1980-89 1990-99 1998 1999
Pounds per capita, boneless-trimmed weight

Total meats 133.0 161.8 177.1 182.9 190.7 1953 197.2
Red meats 102.3 123.4 1294 1219 113.3 1156 113.9
Beef 52.8 69.1 80.9 71.8 63.7 64.9 63.5
Pork 41.0 47.9 45.0 47.7 48.0 49.1 49.1
Veal and lamb 8.5 6.4 3.5 2.4 1.6 1.6 1.3
Poultry 19.8 27.7 35.2 46.8 62.6 65.0 68.4
Chicken 16.2 225 28.4 36.9 48.5 50.8 54.4
Turkey 35 5.1 6.8 9.9 14.1 14.2 14.1
Fish and shellfish 10.9 10.7 12.5 14.2 14.8 14.8 14.8

Number per capita
Eggs 373 320 285 257 238 244 249

Note: Totals may not add due to rounding; 1999 projection as of July 1999.
Source: USDA=s Economic Research Service.

Nutritional concern about fat and cholesterol has encouraged the production of
leaner animals (beginning in the late 1950's), the closer trimming of outside fat on
retail cuts of meat (beginning in 1986), the marketing of a host of lower fat ground
and processed meat products, and consumer substitution of poultry for red meats
since the late 1970’ s—significantly lowering the meat, poultry, and fish group’s con-
tribution to total fat and saturated fat in the food supply. Despite near record-high per
capita consumption of total meat in 1994, the proportion of fat in the U.S. food sup-
ply from meat, poultry, and fish declined from 32 percent in the 1950's to 25 percent
in 1994. Similarly, the proportion of saturated fat contributed by meat, poultry, and
fish fell from 33 percent in the 1950'sto 26 percent in 1994.

Between 1950 and 1989, annual consumption of eggs steadily declined nearly 4
eggs per person per year, from 390 eggs to 237. Thislong-term decline in per capita
egg consumption leveled off in the early 1990's. From arecord low of 234 eggs per
person per year in 1990-91, egg consumption rose to 244 eggsin 1998, and is pro-
jected to riseto 249 eggsin 1999. Therecord high for U.S. per capita consumption
was 403 eggs in 1945. Much of the decline in egg consumption since 1950 was due
to changing lifestyles (for example, lesstime for breakfast preparation in the morning
as large numbers of women joined the paid |abor force) and the perceived ill effects
of cholesterol intake associated with egg consumption.



Eating Out Cuts Milk, Boosts Cheese
Consumption...

n 1998, Americans drank an average of 35 percent less milk and ate nearly 3 2/3
times as much cheese (excluding cottage, pot, and baker’s cheese) asin the 1950's
(table 1-2).

Consumption of beverage milk declined from an annual average of 36 gallons
per person in the 1950’s to 24 gallonsin 1998. Consumption of soft drinks, fruit
drinks and ades, and flavored teas may be displacing beverage milk in the diet.

Big increases in eating away from home, especially at fast-food places, and in
consumption of salty snack foods favored soft drink consumption.

The beverage milk trend is toward lower fat milk. Whole milk represented
92 percent of all beverage milk (plain, flavored, and buttermilk) in the 1950's,
but its share dropped to 35 percent in 1998.

Average annual consumption of cheese (excluding full-skim American and
cottage, pot, and baker’s cheeses) increased 269 percent between the 1950's and
1998, from 7.7 pounds per person to 28.4 pounds. Lifestylesthat emphasize
convenience foods were probably major forces behind the higher consumption.

In fact, two-thirds of our cheese now comes in commercially manufactured and

Table 1-2

Americans are drinking less milk, eating more cheese and frozen
dairy products

Per capita annual averages
1950- 1960 1970- 1980- 1990-

Item Unit 59 -69 79 89 98 1998
All dairy products? Ib 700 619 548 575 577 591
Cheese? Ib 7.7 95 144 215 26.7 284
Cottage cheese Ib 3.9 47 49 41 29 27
Frozen dairy products Ib 228 274 278 274 29.1 29.1
Ice cream Ib 18.0 183 17.7 17.7 16.1 16.1
Lowfat ice cream Ib 2.7 6.3 7.6 73 75 75
Sherbet Ib 1.3 15 15 1.3 13 13
Other Ib 1.0 15 1.0 1.2 43 43
Nonfat dry milk Ib 4.9 59 41 24 31 34
Dry whey Ib 2 6 21 33 36 34
Condensed and evaporated milks  Ib 214 157 94 75 76 6.6
Cream products 2 pt 180 133 10.1 128 156 17.3
Yogurt 2 pt 0.1 07 32 65 85 93
Beverage milk gal 36.2 325 29.8 265 247 237
Whole gal 333 288 217 143 92 83
Lower fat gal 2.9 37 81 122 155 154

Note: Totals may not add due to rounding.

IMilk-equivalent, milkfat basis; includes butter. Individual items are on a product-weight basis.

2Natural equivalent of cheese and cheese products; excludes full-skim American, cottage, pot, and baker’s cheese.
Source: USDA’s Economic Research Service.



prepared foods (including foodservice), such as pizza, tacos, nachos, salad bars, fast-
food sandwiches, bagel spreads, sauces for baked potatoes and other vegetables, and
packaged snack foods. Advertising and new products—such as reduced-fat cheeses
and resealable bags of shredded cheeses, including cheese blendstailored for usein
Italian and Mexican recipes—al so boosted consumption.

.and Swells Use of Baking and Frying Fats

Americans’ mid-1990's push to cut dietary fat is apparent in the recent per
capitafood supply data, which show a modest decline in the use of added fats and
oils since 1993. Annual per capita consumption of added fats and oils declined about
7 percent between 1993 and 1997, from arecord-high 70.2 pounds (fat-content basis)
per person to 65.6 pounds. (The declinein calories from added fats since 1993 has
been more than offset by arisein calories from grain products and added sugars.)
However, average use of added fats and oilsin 1997 remained 47 percent above the
1950's (table 1-3). Added fats and oils include those used directly by consumers,
such as butter on bread, as well as shortenings and oils used in commercially
prepared cookies, pastries, and fried foods. All fat naturally present in foods,
such asin milk and mest, are excluded.

Americansin 1997 consumed, on average, three times more salad and cooking
oilsthan they did in the 1950’s, and nearly twice as much shortening. Average use
of table spreads declined by 25 percent during the same period.

In the 1950's, the fats and oils group (composed of added fats and oils)
contributed the most fat to the food supply (41 percent), followed by the meat,
poultry, and fish group (32 percent). By 1994, the fats and oils group’s contribution
to total fat had jumped 11 percentage points to 52 percent, probably due to the much

Table 1-3

Rising salad/cooking oils and shortening use boosted consumption of
added fats by 47 percent between 1950-59 and 1997

Annual averages

Item 1950-59 1960-69 1970-79 1980-89 1990-97 1997
Pounds per capital
Total added fats and oils 44.6 47.9 53.6 61.1 66.6 65.6
Salad and cooking oils? 9.8 13.9 20.2 25.0 28.0 29.8
Baking and frying fats 21.3 20.8 20.7 23.8 26.9 25.6
Shortening 10.9 14.6 17.4 20.5 22.7 20.9
Lard and beef tallow? 104 6.2 3.3 3.4 4.1 4.7
Table spreads 17.0 16.5 15.9 15.3 145 12.8
Butter 9.0 6.6 4.7 4.6 4.5 4.2
Margarine 8.0 9.9 11.2 10.7 10.1 8.6

Note: Totals may not add due to rounding.

1Total added fats and oils is on a fat-content basis. Individual items are on a product-weight basis.
2Includes a small amount of specialty fats used mainly in confectionery products and nondairy creamers.
3Direct use; excludes use in margarine or shortening.

Source: USDA's Economic Research Service.



higher consumption of fried foods in foodservice outlets, the huge increase in
consumption of high-fat snack foods, and the increased use of salad dressings.
Magarine, salad dressings and mayonnaise, cakes and other sweet baked goods,
and oils continue to appear in the top 10 foods for fat contribution, according to
recent USDA food intake surveys, which indicates the ongoing preval ence of
discretionary fatsin Americans' diets.

In the last two decades, Americans have been more successful in reducing the
fat density in home foods than in away-from-home foods, according to food intake
surveys. In 1977-78, both home and away-from-home foods provided dlightly more
than 41 percent of their calories from fat. By 1987-88, the fat density of home foods
had declined to 36.4 percent of total caloriesfrom fat, compared with 38.7 for
away-from-home foods. Since then, the fat density of home foods declined steadily
to 31.5 percent of calories from fat, but fat from away-from-home foods declined
only dlightly to 37.6 percent of calories.

Fruit and Vegetable Consumption Continues
To Rise

mericansin 1997 consumed more than afifth (22 percent) more fruit and vegeta-

blesthan did their counterpartsin the 1970's (table 1-4).

Restaurant salad bars became popular in the late 1970's. Most supermarket chain
stores added salad bars in 1982-84. Fresh-cut fruits and vegetables, prepackaged sal-
ads, locally grown items, and exotic produce—as well as hundreds of new varieties
and processed products—have been introduced or expanded since the early 1980’s.
Supermarket produce departments carry over 400 produce items today, up from 250
in the late 1980's and 150 in the mid-1970’s. Also, the number of ethnic, gourmet,
and natural foodstores, which highlight fresh produce, continues to rise. Because
many exotic and specialty fruits and vegetables introduced to mainstream marketsin
the last decade are not yet included in ERS' database, the actual increase in fruit and
vegetable consumption is probably higher than the dataindicate. For example,
imports of chayote, jicamas, dasheens, and cassava, if included, would add nearly a
pound to per capita vegetable consumption in 1998.

Total fruit consumption in 1997 was 19 percent above average annual fruit con-
sumption in the 1970’s. Fresh fruit consumption (up 34 percent during the same
period) outpaced processed fruit consumption (up 10 percent). Noncitrus fruits
accounted for al of the growth in fresh fruit consumption.

Total vegetable consumption in 1997 was 23 percent above average annual veg-
etable consumption in the 1970's. Asin the case of fruit, fresh vegetable use (up 26
percent during the same period) outpaced processed vegetable use (up 21 percent).
Theintroduction of pre-cut and packaged val ue-added products and increasing health
consciousness among consumers boosted average fresh broccoli consumption by a



Table 1-4

Per capita consumption of fruit and vegetables increased 22 percent
between 1970-79 and 1997

Annual averages
Item 1970-79  1980-89 1990-97 1997
Pounds per capita,
fresh-weight equivalent

Total fruit and vegetables 584.5 622.9 682.4 710.8
Total fruit 246.7 271.2 281.0 294.7
Fresh fruit 99.5 113.2 123.9 133.2
Citrus 27.2 24.2 24.0 26.8
Noncitrus 72.3 89.0 99.9 106.4
Processed fruit 147.2 158.1 157.1 161.5
Frozen fruit, noncitrus 3.3 3.3 3.7 3.5
Dried fruit, noncitrus 9.8 12.0 12.0 10.8
Canned fruit, noncitrus 24.5 21.2 20.3 20.5
Fruit juices 109.0 121.2 120.8 126.1
Total vegetables 337.8 351.7 401.5 416.0
Fresh vegetables 146.9 155.8 174.7 185.6
Potatoes 52.5 48.5 49.1 47.9
Other 94.4 107.3 125.6 137.7
Processing vegetables 190.8 195.9 226.8 230.4
Vegetables for canning 101.0 99.0 110.0 105.9
Tomatoes 62.9 63.5 74.9 72.7
Other 38.2 35.4 35.1 33.2
Vegetables for freezing 52.1 61.1 76.3 81.5
Potatoes 36.1 42.8 54.3 59.0
Other 16.0 18.2 22.0 225
Dehydrated vegetables and chips 30.8 295 325 34.5
Pulses 7.0 6.6 8.0 8.5

Source: USDA'’s Economic Research Service.

third between 1995 and 1998 and average fresh carrot consumption by more than a
fifth. Highly publicized medical research linking compoundsin broccoli with strong
anti-cancer activity in the body has added a powerful incentive to consumption.

The popularity of pizzaand other ethnic foods in the 1990’s boosted average
consumption of canned tomato products, but consumption of other canned vegetables
declined 13 percent between the 1970’s and 1997. The popularity of french fries,
eaten mainly in fast-food eateries, spawned a 63-percent increase in average con-
sumption of frozen potatoes during the same period; consumption of other frozen
vegetables rose 41 percent.



Consumers Eat Enough Grain Foods But
Not Whole Grains

er capitause of flour and cereal products reached 200 poundsin 1997 from an

annual average of 155 poundsin the 1950’s and 138 poundsin the 1970’s, when
grain consumption was at arecord low (table 1-5). The expansion in supplies reflects
ample grain stocks; strong consumer demand for variety breads, other instore bakery
items, and grain-based snack foods; and increasing fast-food sales of products made
with buns, doughs, and tortillas.

Many consumers’ diets now meet the Food Guide Pyramid serving recommenda-
tion for grain products. The Pyramid recommends 9 daily servings of grain products
for a2,200-ca orie diet. The food supply, adjusted for waste in the home and through-
out the marketing system, provided an average of 10 daily servings of grainin 1997.

However, most people'sdietsfall well short of the recommended several daily
servings of whole grain products. In 1992, the latest year for which data are available,
whole-wheat flour accounted for less than 2 percent of total wheat flour—or one-
tenth of adice of bread per person per day. The mean daily intake of foods made
from whole grains was one serving in USDA's 1996 Continuing Survey of Food
Intakes by Individuals. According to the survey, only 7 percent of Americans ate
the recommended three or more servings of whole-grain foods a day.

Since July 1999, companies that produce grain products rich in whole grains
and low in fat can advertise that their products may reduce the risk of heart disease
and certain cancers. This health claim, approved by the U.S. Food and Drug
Administration (FDA), isrestricted to foods that contain at least 51 percent whole
grains by weight and list awhole grain as the first ingredient. Each serving of the
food must provide a minimum of 16 grams of whole grain and have less than 3 grams
of fat.

Beginning January 1, 1998, FDA has required that all enriched grain foods—
including ready-to-eat breakfast cereas, pasta, bread, rolls, flour, cakes, and cook-
ies—be fortified with folic acid (the synthetic form of folate, a B-vitamin). Folic acid
fortification of grain foods should reduce the risk of neural tube birth defects like

Table 1-5

Consumption of grain products has been rising in the last 2 decades
Annual averages

Item 1950-59 1960-69 1970-79 1980-89 1990-97 1997
Pounds per capita

Total grain products? 155.4 144.8 138.2 1575 191.0 200.1

Wheat flour 1257 114.0 113.6 122.8 1425 149.7

Corn products 15.4 15.0 11.0 17.3 22.4 23.1

Rice 5.4 7.2 7.3 11.5 18.2 19.5

Includes oat products, barley products, and rye flour not shown separately.
Source: USDA'’s Economic Research Service.



spina bifida, and may protect adults from heart disease and reduce the chances of
cervical cancer in women. Folate isfound naturally in legumes; liver; many vegeta-
bles, especialy green leafy ones like spinach; citrus fruits and juices; whole-grain
products; and eggs.

A study conducted by Tufts University researchers and published in the May 13,
1999, issue of the New England Journal of Medicine showed that since FDA’sfolic
acid fortification regulation, the levels of folic acid in the bloodstream of study
participants have nearly doubled. In addition, the number of people with insufficient
folic acid levels declined from 22 percent to less than 2 percent.

Consumption of Caloric Sweeteners
Hits Record High

mericans have become conspicuous consumers of sugar and sweet-tasting foods

and beverages. Per capita consumption of caloric sweeteners (dry-weight
basis)—mainly sucrose (table sugar made from cane and beets) and corn sweeteners
(notably high-fructose corn syrup, or HFCS)—increased 45 pounds, or 41 percent,
between 1950-59 and 1997 (table 1-6). In 1997, each American consumed arecord
average 154 pounds of caloric sweeteners. That amounted to more than two-fifths of
a pound—or 53 teaspoonfuls—of added sugars per person per day in 1997. Of that 53
teaspoons, ERS estimates that Americans wasted or otherwise lost 20 teaspoons,
putting added sugars intake at about 33 teaspoons per person per day.

USDA recommends that the average person on a 2,000-calorie daily diet include
no more than 40 grams of added sugars. That’s about 10 teaspoons, or the amount of
sugar in a 12-ounce soft drink. Sugar—including sucrose, corn sweeteners, honey,
maple syrup, and molasses—is ubiquitous and often hidden. In a sense, sugar isthe
number one food additive. It turns up in some unlikely places, such as pizza, bread,

Table 1-6

America’s sweet tooth increased 41 percent between
1950-59 and 1997

Annual averages

Item 1950-59 1960-69 1970-79 1980-89 1990-97 1997
Pounds per capita, dry weight

Total caloric sweeteners 109.6 1144 1237 1265 1453 154.1
Cane and beet sugar 96.7 98.0 96.0 68.4 65.1 66.5
Corn sweeteners 11.0 14.9 26.3 56.8 78.9 86.2
High fructose corn syrup .0 .0 5.5 37.3 55.5 62.4
Glucose 7.4 10.9 16.6 16.0 19.4 19.9
Dextrose 35 4.1 4.3 3.5 3.9 3.8
Other caloric sweeteners 2.0 1.5 1.3 1.3 1.4 1.4

Note: Totals may not add due to rounding.
1Edible syrups (sugarcane, sorgo, maple, and refiner’s), edible molasses, and honey.
Source: USDA’s Economic Research Service.



hot dogs, boxed mixed rice, soup, crackers, spaghetti sauce, lunch meat, canned
vegetables, fruit drinks, flavored yogurt, ketchup, salad dressing, mayonnaise,
and some peanut butter. Carbonated sodas provided more than afifth (22 percent)
of the refined and added sugarsin the 1994 American food supply.

Food Expenditures and Prices

hat doesit cost Americans to eat what they eat? Total food expenditures, which

include imports, fishery products, and food originating on farms, were $788.6
billion in 1999, an increase of 4.9 percent over those in 1998. Average per capitafood
spending came to $2,891 per capita, 4.0 percent above the 1998 average. Away-from-
home meal s and snacks captured 48 percent of the U.S. food dollar in 1999, up from
44 percent in 1989 and 39 percent in 1979.

While personal food expenditures rose 4.9 percent, disposable personal income
increased 5.6 percent from 1998 to 1999. U.S. consumersin 1999 spent 10.4 percent
of their disposable personal income (after taxes) on food. This figure compares with
11.2 percent in 1989, 13.3 percent in 1979, and 13.7 percent in 1969.

In the United States, retail food prices (including meals served in restaurants)
rose 31.2 percent over the last 10 years (1989-99). Prices of food eaten away from
home increased 29.6 percent, while retail foodstore pricesincreased 32.2 percent.
Prices of goods and services, excluding food, in the Consumer Price Index climbed
35.0 percent over the same 10 years. Transportation was up 26.6 percent; housing,
33.3 percent; medical care, 67.8 percent; and apparel, 10.7 percent.

How Much of the Cost of Food Services and
Distribution Goes to Farmers?

he estimated bill for marketing domestic farm foods—which does not include

imported foods—was $498 billion in 1999. This amount covered all charges
for transporting, processing, and distributing foods that originated on U.S. farms.
It represented 80 percent of the $618 billion consumers spent for these foods. The
remaining 20 percent, or $121 hillion, represents the gross return paid to farmers.

The cost of marketing farm foods has increased considerably over the years,
mainly because of rising costs of labor, transportation, food packaging materials, and
other inputs used in marketing, and also because of the growing volume of food and
the increase in services provided with the food.

In 1989, the cost of marketing farm foods amounted to $316 billion. In the
decade after that, the cost of marketing rose about 58 percent. In 1999, the marketing
bill rose 7.0 percent. These rising costs have been the principal factor affecting the
rise in consumer food expenditures. From 1989 to 1999, consumer expenditures for
farm foods rose $199 hillion. Roughly 92 percent of thisincrease resulted from an
increase in the marketing bill.
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The cost of labor isthe biggest part of the total food marketing bill, accounting
for nearly half of all marketing costs. Labor used by assemblers, manufacturers,
wholesalers, retailers, and eating places cost $240 billionin 1999. Thiswas 4.4 per-
cent higher than in 1998 and 65 percent more than in 1989. The total number of food
marketing workersin 1999 was about 14.0 million, about 16 percent more than a
decade ago. About 77 percent of the growth in food industry employment occurred in
public eating places. A wide variety of other costs comprise the balance of the mar-
keting bill. These costs include packaging, transportation, energy, advertising, busi-
ness taxes, net interest, depreciation, rent, and repairs. Their relative proportions are
illustrated in the accompanying dollar chart.

Figure 1-11.

What a dollar spent for food paid for in 1999
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American Farms

armsvary widely in size and other characteristics, ranging from very small

retirement and residential farms to establishments with salesin the millions.
A new farm typology developed by USDA’s Economic Research Service (ERS)
categorizes farms into more homogeneous groups than classifications based on
sales volume alone.

Thetypology is based on the occupation of operators and the sales class of
farms. In the case of limited-resource farmers, the asset base and total household
income—as well as sales—are low. Compared with classification by sales alone, the
ERS typology is much more reflective of operators’ expectations from farming, stage
in the life cycle, and dependence on agriculture.

The typology identifies five groups of small family farms (sales less than
$250,000): (1) limited-resource farms, (2) retirement farms, (3) residentia/ lifestyle
farm, (4) farming occupation/lower sales, and (5) farming occupation/higher sales.
To cover the remaining farms, the typology identifies three groups of larger farms:
(1) large family farms, (2) very large family farms, and (3) nonfamily farms.

The groups differ in their contribution to agricultural production, their product
specialization, farm program participation, and dependence on farm income.

Differences among farm typology groups (e.g., product specialization, program
participation) areillustrated in the following charts using 1997 data from the
Agricultural Resource Management Study (ARMS). TheARMS s an annual survey
conducted by ERS and by USDA’s National Agricultural Statistics Service.

Share of Farms, Assets, and Production

ost farms are small, but small farms account for amodest share of production
(figure2-1).
= Morethan 90 percent of farms are small, and small farms account for about
70 percent of the assets and land involved in farming (figure 2-2).
» Largefamily farms, very large family farms, and nonfamily farms account for
61 percent of production.
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Defining the Farm Typology Groups

= Small Family Farms (sales less than $250,000)
Limited-resource. Any small farm with gross sales less than
$100,000, total farm assets less than $150,000, and total operator
household income less than $20,000. Limited-resource farmers may
report farming, a nonfarm occupation, or retirement as their major
occupation.
Retirement. Small farms whose operators report they are retired
(excludes limited-resource farms operated by retired farmers).
Residential/lifestyle. Small farms whose operators report a major
occupation other than farming (excludes limited-resource farms with
operators reporting a nonfarm major occupation).
Farming occupation/lower sales. Small farms with sales less than
$100,000 whose operators report farming as their major occupation
(excludes limited-resource farms whose operators report farming as
their major occupation).
Farming occupation/higher sales. Small farms with sales between
$100,000 and $249,999 whose operators report farming as their
major occupation.

s Other Farms
Large family farms. Farms with sales between $250,000 and
$499,999.
Very large family farms. Farms with sales of $500,000 or more.
Nonfamily farms. Farms organized as nonfamily corporations or
cooperatives, as well as farms operated by hired managers.
* The $250,000 cutoff for small farms was suggested by the National
Commission on Small Farms.

Specialization and Diversification
Specialization and diversification vary among the farm typology groups.

= Many small family farms specialize in beef cattle, an enterprise that often has
low labor requirements compatible with off-farm work and retirement (figure
2-3).

= Incontrast, two commaodity groups—cash grains and dairy—account for
nearly two-thirds of all higher sales small farms and over half of large family
farms.

= Many small farms specialize in asingle commodity, but higher sales small
farms, large family farms, and very large family farms tend to produce multi-
ple commodities (figure 2-4).
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Figure 2-1.
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Figure 2-2.

Share of farm assets and acres operated
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Figure 2-3.

Share of farms specializing in cash grains, beef, and dairy
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Government Program Participation

[l farm typology groups participate in government farm programs to some

extent, but the participation rates and share of program payments vary.

= Transition payments are most important to higher-sales small farms and large
family farms (figure 2-5).

= Thelargest portion of government payments goes to higher-sales small farms
(figure 2-6).

» Retirement and residential/lifestyle farms account for half of the acreagein
the Conservation Reserve Program (CRP) and Wetlands Reserve Program
(WRP).

Figure 2-5.

Share of farms receiving transition payments and payments from the
CRP or WRP
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*Payments to commodity-program participants under 1996 Farm Act.

Cost Control

Top-performi ng farms are defined as the top 25 percent of each typology group,
ranked by returnsto operators' labor and management.
= Top performersin each group control expenses, resulting in a 30- to 50-
percent gross cash margin (the expense ratio subtracted from 100 percent).
= Each group includes farms earning positive returns.

16



Figure 2-6.

Distribution of total farm program payments and of conservation
program acreage
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Farm program payments include payments from the Conservation Reserve and Wetlands Reserve programs,
transition payments, agricultural disaster payments. Environmental Quality Incentive Program payments, and
State and local program payments.

Figure 2-7.

Operating expense ratio for top-performing farms
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Household Income
Dependence on farm income varies by farm size.

= Households operating very large farms, large farms, and higher-sales small
farms receive a substantial share of their income from farming.

= Theremaining small farm households derive virtually al income from off-
farm sources (fig. 2-8).

Figure 2-8.
Average farm household income, by source
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What Is a Small Farm?

arms and farm families remain powerful symbolsin American culture. Despite

recent public attention to the difficulties faced by small-scale family farmers,
some operations are successfully negotiating current market conditions. Although
definitions of success may vary, these farmers have devel oped or adopted practices
that keep their small farms economically viable. Their experiences may suggest
strategies for success in small-scale farming that are transferable to other operations.

The U.S. farm sector consists of a highly diverse set of businesses and farm
households, and “small” means different things to different people. A variety of
small-farm definitions has been used by USDA over the years, including those based
on small acreage, low sales volume, and the ability of afarm to support asingle fam-
ily. However, the extent of acreage does not necessarily correlate with sales volume.
A berry farm of only afew acres, for example, can generate a very large volume of
sales; conversely, cattle operations may have alow volume of sales but encompass
many acres of pasture.
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Small farms are defined by ERS, based on the typology described above, as
operations with sales less than $250,000. While considerably expanding the tradi-
tional sales-class definition of small farms, operations with sales under $250,000 are
small businesses compared with other businesses in the general economy.

Despite frequently documented constraints facing farmers with operations of this
size, small farms continue to be an important component in the U.S. agricultural sec-
tor. Distributed across al regions of the country, small farms make up 94 percent of
all U.S. farms and constitute one of the biggest single groups of U.S. business own-
ers. Although large farms produce large volumes of agricultural products, small farms
till contribute a substantial portion (38 percent) of the value of U.S. farm production
and control the majority (73 percent) of farm assets.

Many small-scale farm operations raise cattle, but a sub-group of small farms,
particularly higher sales small farms, are more likely to produce cash grains. The
majority of the wheat, corn, rice, and other feed grains produced in the United States
come from these operations. Small-scale farm operators also hold much of the farm-
land of the United States and are key participantsin certain environmentally based
government programs, such as the CRP and WRP.

Farms may meet this small-farm definition (sales under $250,000) for avariety
of reasons. For some, the farm may serve primarily as aresidence, rather than asa
source of income. Some operators may be deliberately scaling down their farm busi-
nesses as they retire. For others, the farm may provide a significant portion of house-
hold income and/or a significant source of employment. Some remain small because
they have limited resources.

Defining Successful Farms

ot all farmers have the same goals for their farm businesses, for themselves, or

for their households. One family may concentrate on expanding its farm opera-
tion by leveraging the business, while another may consider the lifestyle that afarm
offers as adequate compensation for low farm income. Among small-scale farm oper-
ators and their households, each typology group contains stories of farm families
operating successful farming businesses based on their own definitions of success
(figure 2-9).

In USDA'sAgricultural Resource Management Study (ARMYS), farmers were
asked to weigh the importance of selected measures of “ success.” These measures
include:

= operation provides adequate income without having to work off farm;

m operation providesarural lifestyle;
operation would be able to survive adverse market or weather conditions;

gross sales areincreasing;

equity or assets areincreasing;

acres operated isincreasing;

operation can be passed on to the next generation.
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Figure 2-9.

Farmers attach different levels of importance to measures
of success
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Source: Agricultural Resource Management Study.
Economic Research Service, USDA

For those operating limited-resource, retirement, and residential/lifestyle farms,
the farm providing arural lifestyle was more important than the farm providing an
adequate income. On farms that are larger and where farming is a primary occupa-
tion, importance shifts to the farms’ ability to provide adequate income for the family.

Given these various measures and definitions of success, however, most econo-
mists would say that successful operations are those that are performing well based
on production, managerial, and financial measures. Good performance in this context
means that the business has low costs of production and earns an attractive family
income. By focusing on an “attractive family income,” the concept of good perform-
ance can go beyond simply adequate returns to the farm as a business to include the
relationship between the farm’s success as a business and the well-being of the opera-
tor’s household.

Even at sales of $250,000 or more, afarm would have to be highly efficient for
the business alone to provide adequate income for afamily. In fact, average farm
household income has been on a par with the average U.S. household for many years,
but not without income from off-farm sources. Like most U.S. households, farm
househol ds al so have multiple sources of income, and even households of larger
farms have substantial off-farm income on average. Most small farms have sales
much lower than $250,000, so not surprisingly, alarger share of average household
income on small farms comes from off-farm sources than is the case for larger farms.

In analyzing farming practices that support successful small farms, ERS focused
on the two groups of small-scale farms for which farming is the primary occupation
of the operator (higher-sales and lower-sales farms). Since farm earnings make up a
larger proportion of total household income for primary-occupation farms than for
other small-scale farm types, examining economic measures of success was particu-
larly applicable to them.
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Farm-level data collected by USDA through the ARMS allowed identification of
top-performing farm businesses in the selected categories using standard measures of
income or profitability and cost structure. A ranking or distribution from high to low
returns or from low to high costs provided the basis for designating high-performing
farms.

The analysisis national in scope, but based on datafor only a single year—
1996—which might affect characterizations and comparisons of specific areas and/or
farm production types for which 1996 was not a representative year.

Characteristics of Successful Farms

op performers (successful farms) were defined as farmsin the top 25 percent of

each selected category of small farms, based on either returns to assets or operat-
ing expense ratios. Using either standard, top performersin each small-farm category
were found in all major commodity groups and in al regions, although top perform-
ers from different farm categories tended to be concentrated in production of particu-
lar commodities (figure 2-10).

While many small farmers tend to emphasize cattle as their principal commodity,
farmersin the top 25 percent of the distribution by returns to assets were clustered in
the production of “other cash grains’—corn, soybeans, and grains other than wheat—
and “other crops’—vegetables, fruit, other field crops (those not classified sepa-
rately)—and nursery or greenhouse specialties. In the higher-sales group, farmers
most commonly specialized in “ other cash grains,” not cattle. Top-performing higher-
salesfarmswere found in greater proportion in this specialty than in other specialties,
including other crops, cattle, other livestock, and wheat. Because thisanaysisisfor a
single year, the recent financial circumstances of farmsin the Plains, especially the
Northern Plains, may influence whether grain farms continue to dominate the “ suc-
cessful” farm categories.

Top-performing small farms are characterized by their successful application of
three critical management strategies: using production strategies that control costs,
actively marketing their products, and adopting effective financial strategies.
Controlling costs—variable, fixed, or economic costs (which provide areturn to the
unpaid labor, machinery, equipment and other assets used in production)—isamain
feature of top-performing farms. Controlling inputs leads to lower costs per unit of
output and thus to higher profits per unit of output. Keeping fixed costs (such as mort-
gage payments or equipment costs) low by renting land or machinery permits flexi-
bility when market conditions vary.

Production strategies differ between operators of top-performing small farms and
operators of other small farmsin the study groups. In addition to keeping an eye on
traditional production costs, producers in the top 25 percent of the lower-sales group
reported greater use of forward pricing of inputs, diversification into additional crop
or livestock enterprises, aswell as renting land—particularly share renting—than did
other farmersin that group. Higher-sales farmers had similar characteristics. All these
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Figure 2-10.

Crops are leading enterprises for top-performing small farms
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Lower-sales = Farms with operator whose primary occupation is farming and with sales under
$100,000. Higher-sales = Farms with operator whose primary occupation is farming and with sales
of $100,000-$250,000. Quartiles of farms ranked by returns to assets and operating expense ratios.
“Other cash grains” include commodities such as corn, oats, and barley.

Source: Agricultural Resource Management Study.

Economic Research Service, USDA
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strategies help farmers manage production risk. In both the higher-sales and lower-
sales groups, farmersin the top 25 percent are a'so more likely to allocate some of
their labor to off-farm work.

Top performers also actively engage in marketing their products. Active
marketing of crop and livestock commodities/products generally gathers additional
margins—which increases profits—through better timing of salesto receive higher
prices. Top-performing farmsin both of the study groups were more likely than other
farmsin those categories to use marketing strategies like hedging or futures/options
contracts, forward contracting of sales through the use of marketing contracts, and
spreading sales over the year (figure 2-11). Forward contracting of salesthrough
marketing contracts was not as useful for successful higher-sales farms, probably
because they concentrated in corn, soybeans, and grains—crops not typically grown
under contract.

Financial strategies enable top performers to respond to changes in the market.
Data available for the ERS study reflect relatively low-intensity financial practices
such as maintaining cash and credit reserves that help operators both meet
unexpected cash-flow difficulties and take advantage of unexpected business
opportunities.

Crop insurance was included as afinancial strategy in the study because its
purpose isincome maintenance and assuring the farm’s ability to meet cash-flow
obligations. Successful higher-sales farms were more likely than other higher-sales
farms to maintain cash or credit reserves and to have purchased the additional buy-up
insurance that supplements basic catastrophic policies. In the lower-sales group,
top-performing farms showed little difference in financial strategies from other farms
in that group, except that they were slightly more likely to use crop insurance—both
catastrophic and additional buy-up insurance.

Learning From Successful Farms

he diversity of the small-scale farm sector and the complexity of business,

household, and market connections for small-scale farms make it imperative to
understand what management practices seem to be behind successful small farms.
Tried-and-true management strategies such as controlling costs and increasing
efficiency and productivity are still important. But the current economic environment
demands more. Successful farming requires management strategies that reach beyond
production to planning and control of the marketing and financial aspects of the busi-
ness. Organization and planning along these lines may require new skills, but they
will also provide greater opportunities for farmers.
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Figure 2-11.

Top-performing small farms rely more on marketing practices
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Farmers may use more than one strategy, Lower-sales = Farms with operator whose primary occupation is
farming and with sales under $100,000. Higher-sales = Farms with operator whose primary occupation is
farming and with sales of $100,000-$250,000. Quartiles of farms ranked by returns to assets and operating

expense ratios. “Other cash grains” include commodities such as corn, oats, and barley.
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Economic Research Service, USDA
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Rural America: Highlighting
Manufacturing Jobs and
Housing

he Administration’s budget proposals for fiscal year 2000 included two

initiatives with significant implications for rural development: the New Markets
initiative and the Livable Communitiesinitiative. The New Marketsinitiativeis
aimed at stimulating development in economically distressed areas. The Livable
Communities (or Livability) initiative addresses sprawl, congestion, pollution,
crime, and other quality-of-life issues that are important for community and
economic devel opment.

Both initiatives derive in large part from the long economic expansion of the
1990's, which has produced uneven results, as some places have grown rapidly
while others still suffer high unemployment or population decline. Rural America
isdiverse, containing both types of places: those trying to cope with rapid growth
(such asin the West and Rocky Mountains) and those still struggling with economic
stagnation or decline (such as in the northern Great Plains and in parts of the
Mississippi Delta and Appalachia). Some rural areas on the Southwest border
are simultaneously experiencing both problems.

The New Markets Initiative

he U.S. economy has grown so rapidly in recent years that labor shortages are

surfacing in many areas, threatening to limit economic growth and increase
inflation. The New Markets initiative would provide tax and credit incentives and
other forms of business assistance to encourage the private sector to invest morein
distressed inner cities, rural areas, and Indian reservations. These are “ new markets”
in that many firms have overlooked them while expanding elsewhere. They may
also be underserved by capital markets because they have underutilized labor and
land and are short of capital needed to put those resources to use. Targeting Federal
assistance to distressed areas is not new. However, the New Markets' focus on tax
incentives, business credit, and technical assistance for distressed areasisrelatively
new, building on some recently created programs that have grown in recent years.
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The Livability Initiative

Iso called the Livable Communities initiative, the Livability initiative addresses

awide array of noneconomic issues associated with development and quality of
life. Two of these issues are particularly important from arural development perspec-
tive: preservation of natural amenities and mitigation of sprawl-related problems.

The preservation of natural amenities follows from the perspective that natural
amenities must be preserved for rural development to be sustained, since much of the
growth and development in rural areasin recent years derives from the attraction of
rural scenic landscapes, clean air and water, and outdoor recreation. Although many
rural areas possess valuable natural amenities, these tend to be greatest in the more
remote rural areas and near mountains and water.

In contrast, sprawl mitigation tends to be of greatest concernin rural areas that
are close to growing metropolitan areas. Attracted by the combination of metropoli-
tan job opportunities, low land prices, and rural amenities, many people and busi-
nesses are choosing to reside adjacent to growing metropolitan areas. While this may
be beneficial to the development of many rural areas, the typical sprawling form of
development along major transportation arteries radiating from urban centers creates
numerous problems for rural communities, including congested roads, crowded
schools, and strained water and waste.

People today expect more than just jobs from economic development. They want
to live and work in communities with a decent quality of life. Many are attracted to
rural areas because of the small-town lifestyle and natural rural landscape and envi-
ronment, and they object to devel opment that seriously erodes these rural amenities.
Many also find it hard to reconcile the long-term economic improvements enjoyed by
most Americans with the continued stagnation and poverty in distressed central cities,
rural areas, and Indian reservations. This represents not only inequity but also ineffi-
ciency, asland and labor resources are being wasted that might otherwise contribute
to sustaining national economic growth. The long-term solution isto better integrate
these communities into the national economy. The New Markets and Livability initia-
tives seek to achieve these objectives.

Rural Manufacturing

ural manufacturing received a big impetus during World War |1 and has since

become an important part of the economy of rural America. After declining in
the 1980's, rural manufacturing has rebounded in the 1990's. The increasing use of
technology by manufacturersin rural areas, coupled with programs and policies such
asthe New Markets Initiative, holds out hope that these areas will increase their share
of skilled and high-paying manufacturing jobs.

Of great significance for the future of rural industry was the work of New Deal
agencies, such as the Tennessee Valley Authority (TVA) and USDA’s Rurd
Electrification Administration (REA), renamed Rural Utilities Service, aswell as
State road-building commissions, which provided essential elements of infrastructure
that would be needed by manufacturers. As TVA and REA were beginning their
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work, Mississippi in 1936 became the first State to offer subsidiesto attract new
industries. In the next several years, many other Southern States followed suit. At
first, most migrating industries settled in Southern cities but, because the South was
the most rural region in the East, some branch plants of northern-based companies
also ended up in small rural towns. That rural industrialization began in the South
was the result of its proximity to Eastern cities and its abundance of labor. (Textile
mills began to moveinto the South as early as the 1890’s.) Although the rural South
experienced great outmigration in the 1930’s and beyond, it still had the most densely
settled rural areas with potential pools of cheap and available labor.

During World War 11, the groundwork for amuch more expansive industrial
growth waslaid in the South, as well as other parts of the country. Factories were
moved or newly built away from potential attack on the east and west coasts, military
posts sprang up in many rural areas, populations were redistributed, and millions of
rural people received training either in the military or in war-related industries. The
century-long clustering of industrial activity in the Northeast was beginning to break
down. In 1947, the South already had 39,699 manufacturing establishments, an
increase of 33 percent over the 1939 total.

Rural Industry Takes Off

By the early 1950's, improvements in agricultural technology and productivity
were having a powerful effect on the rural landscape. The number of farms
was decreasing rapidly, threatening many small rural communities that depended
on agriculture for their economic survival. By the mid-1950's, a broad-based spatial
redistribution of American manufacturing was taking place and then, beginning
approximately in 1958, industry began to move increasingly into nonurban areas.
From 1960 to 1970, manufacturing grew by only 4 percent in metro areas but 22
percent in nonmetro areas with even stronger growth in sparsely populated areas.

The 1980’s and Beyond

y the end of the 1970's, four decades of industrial deconcentration had signifi-

cantly altered the American economic landscape. In 1947, the “older” (census
definition as of 1963) metro areas of the Northeast and Midwest had 62.6 percent of
U.S. manufacturing employment, but in 1977, that figure had fallen to 45.5 percent.
On the other hand, the share of continuously honmetro and new metro areas (counties
that had grown from nonmetro to metro status) in the South, Midwest, and West rose
from 15.4 percent to 22.4 percent. “Older” metro areas in the West and South also
increased their percentage share.

Employment in rural manufacturing peaked in 1974 during the recession period
of 1973-75. Full recovery was not attained until the end of the decade. In 1979,
manufacturing employed 21.4 million nationwide, of which 6 million worked in
nonmetro areas. In 1980-82, during the deepest recessionary period since World
War I, manufacturing employment had declined to 18.4 million and 4.9 million,
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Figure 3-1.

Manufacturing employment, metro and nonmetro counties, 1970-97—
After falling in the 1980’s, nonmetro manufacturing employment has
turned around in the 1990’s

Index (1970=100)

150
125 — Nonmetro
100
Metro
75 —
50 l l l l l l l l l l l l l l l l l l l l l l l l l l l
1970 75 80 85 90 95 97

Note: Based on 1983 metro-nonmetro definition.
Source: ERS analysis of Bureau of Economic Analysis, Regional Economic Information System data.

respectively. Rural areas recovered more slowly than the rest of the country so that,
by the end of 1987, when national manufacturing employment had risen to 19.3
million, the nonmetro workforce had barely increased to 5 million. In other words,
nearly half of the losses in manufacturing employment since 1979 had come from
nonmetro areas. Remote and sparsely populated rural counties were hardest hit,
reversing the encouraging trend of the 1960’s. These figures, combined with the fact
that nonmetro areas had an unemployment rate 1.5 percentage points above the
national average throughout the 1980's, provoked speculation about a decoupling

of urban and rural economies.

By the early 1990's, rural manufacturing had recovered to its 1979 level amidst
an ongoing pattern of industrial dispersal. Nonmetro popul ations also began to grow
again. In 1992, the older metro areas of the Northeast and Midwest had only 36.2
percent of manufacturing employment, while continuously nonmetro and new metro
areas of the Midwest, South, and West had 24.8 percent. Remote and sparsely popu-
lated rural areas benefited the most from the recovery. In 1997, the South had the
largest number of nonmetro manufacturing jobs (table 3-1). “Metal products, equip-
ment, and instruments” and “ Textiles and apparel” accounted for 53.5 percent of the
nonmetro manufacturing jobs in the South.
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Table 3-1.

Nonmetro manufacturing employment by sector and region, 1996

Nonmetro region?

Item Northeast Midwest South West
1,000 jobs

Employment:

Total? 2,980 9,568 12,970 5,101

Manufacturing? 450 1,634 2,371 412

Percent

Manufacturing’s share of

total employment 15.1 17.1 18.3 8.1

Manufacturing sector shares:3

Food and tobacco 6.2 13.0 11.7 18.3

Textiles and apparel 9.3 3.4 24.9 2.4

Lumber, furniture, paper, wood products 18.7 12.7 19.1 32.8

Chemicals, petroleum, rubber, plastics 8.8 10.1 10.0 5.8

Metal products, equipment, instruments 42.6 48.6 28.6 25.5

Other manufacturing 14.3 12.2 7.5 15.2

Total 100.0 100.0 100.0 100.0

1Census regions.

2Source: ERS analysis of Bureau of Economic Analysis, Regional Economic Information System.

3Source: ERS analysis of Claritas, Inc., Enhanced Country Business Patterns 1996 data. Sector classifications
are groupings of two-digit Standard Industrial Classification (SIC) categories.

Manufacturing now accounts for alarger share of jobsin nonmetro areas than
in metro areas (table 3-2). In 1996, USDA's Economic Research Service (ERS)
completed the most extensive national survey of rural manufacturing ever. The ERS
survey uncovered an apparent trend not picked up in analyses of aggregate employ-
ment data. The 3,909 establishments surveyed in metro and nonmetro locations were
surprisingly similar in their adoption of new technologies, worker skill requirements,
use of government programs and technical assistance. An increasing number of rural
manufacturers now rely on various computerized and electronic systems to control
virtually all phases of their production, marketing, and distribution. Strictly speaking,
these plants are not “high-tech” because they do not employ teams of innovation-
driven engineers and research scientists, but they are “ new tech” in the way their
adoption of technology requires more highly trained and skilled workers than in the
past. Rural enterprises are not in the vanguard of technological change, but their use
of technology can provide their employees with better lives.
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Table 3-2.

Manufacturing-to-population ratio by metro and nonmetro region,
1920-97

1920 1970 1997
Jobs per 100 persons
Metro counties 11.7 10.6 7.0
Northeast 14.9 12.3 6.7
Midwest 12.7 13.3 9.6
South 6.3 8.2 6.1
West 7.3 7.9 6.3
Nonmetro counties 35 8.3 8.3
Northeast 9.4 11.1 7.8
Midwest 3.0 7.6 9.4
South 2.6 8.9 8.9
West 3.8 51 4.4

Note: Table shows ratio of manufacturing jobs to total population. The 1993 definition of metro counties was
used for each year.

Source: ERS analysis of data from Censuses of Population and Agriculture, 1920, and Bureau of Economic
Analysis, Regional Economic Information System.

Rural Housing

ural and urban areas face broadly similar housing policy issues, with similar

budget priorities and many of the same housing programs. In addition, socia and
economic similarities between urban and rural areas outnumber dissimilarities when
it comesto housing policy. Also universal isthe challenge of increasing the stock of
affordable housing, while promoting greater tenant choice in whereto livevia
portable housing vouchers.

At the beginning of 2000, homeownership was at arecord high; over three-
fourths of nonmetro and two-thirds of al U.S. households owned their homes. While
the rate of homeownership is lowest for low-income and minority populations, itis
growing and at a more rapid rate than for other households. In both rural and urban
America, low-income and minority households are those most dependent on rental
housing, and their share of all renters continues to grow. Thus, most explicit housing
assistance expenditures (as opposed to tax expenditures associated with housing tax
breaks) are targeted at rental housing, despite the Federal goal of promoting home-
ownership. Only USDA operates a major program that promotes home purchase by
low- and very low-income households.
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Growth in Federally Financed Homes in 2000

o ne of the more significant areas of growth in rural economic devel opment
program activity in 2000 isin USDA’s Rural Housing Service's (RHS)
programs, and much of this growth involves the programs that benefit low- and
very low-income households through subsidized direct loans and rental stance.
All referencesto funding levelsrefer to an October 1-September 30 fiscal year.

Section 502 is USDA's main housing loan program, providing over $1 billionin
direct loans and over $3 billion in loan guarantees for the purchase of single-family
homes (table 3-3). Asmight be expected, this program is targeted to low-income
rural areas. |n 1998, direct loans per capitawere $9.75 in nonmetro areas and $2.47
in metro areas. Although the program benefits rural areas nationwide, the highest
benefits, in per capitadollars, were in low-income areas, such asin the South, and
in rapidly growing areas, such asin the West.

The section 502 guaranteed |oan program requires less Federal money but
finances more homes because loans are made at market interest rates and receive no
interest subsidy. In 2000, this program is expected to guarantee $3.2 billion in single-
family home loans, up 7 percent from 1999. In 1998, the per capita benefits from this
program were also highest in rural areas (nonmetro $24.01, metro $7.71), however
the distribution of program benefits shows a different regional pattern, with benefits
generaly higher in the North than in the South.

Themain U.S. Housing and Urban Development (HUD) homeownership
program is the Federal Housing Administration (FHA) single-family home mortgage
program (financed by the Mutual Mortgage Insurance Fund). FHA projects that new
loan guarantees in 2000 will increase 8 percent over 1999, totaling about $122 bil-
lion. FHA was particularly active in rapidly growing nonmetro areas, many of them
retirement or commuting counties or in the West. Still, nonmetro areas received less
than 7 percent of the loan insurance provided by FHA in 1998.

In contrast, the Department of Veterans Affairs (VA) guaranteed home loan
program is projected to reduce its disbursements of new loan guarantees by 22 per-
cent, down to $32 billion in 2000. In 1998, about 10 percent of this program'’s activity
was in nonmetro areas. Nonmetro VA loan levels were highest, per capita, in growing
areas such as the West and in retirement counties. And like the HUD programs, the
VA program particularly benefited the more urbanized nonmetro areasin 1998.
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Table 3-3.

Federal funding for selected housing programs, by fiscal year

Rural area most
affected by

Program 1999 2000 Change the program?
USDA/RHS: Single family 0.97 1.16 20 South, West, and
(sec. 502) Direct loans poverty counties?
Guarantees 2.98 3.20 7 Outside the South?
Multifamily (sec. 515) 0.11 0.11 0 Northeast, South,
totally rural, adjacent
and manufacturing
counties
Rental assistance 0.58 0.64 10 West, South, totally
rural, farming, and
poverty counties
VA: Loan guarantees 43.09 32.12 -22 West, urbanized and
retirement counties
HUD: FHA single-family 133.17 122.34 8 West, retirement, and
mortgage insurance commuting counties
Section 8 public housing 19.44  19.96 3 Northeast, urbanized,
government, and
services counties
Home Investment (HOME) 1.60 1.60 0 Northeast, West, and
government counties
State/small cities community 1.27 1.27 0 Small towns and rural

development block grants

areas in farm and
poverty States

Note: HUD=U.S. Housing and Urban Development: USDA=U.S. Department of Agriculture; RHS=Rural
Housing Service; VA=U.S. Department of Veterans Affairs; FHA=Federal Housing Administration.

1County types are defined in the appendix.

2Information on loan distribution for the 502 program was obtained directly from RHS.
Source: Budget of the United States, Fiscal Year 2001
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Multifamily Housing and Rental Assistance

SDA has two mortgage financing programs for rural multifamily rental housing.

The section 515 direct |oan program is the more significant, providing direct
subsidized interest rate loans for the construction, purchase, rehabilitation, or repair
of low-incomerental housing. In 2000, this program will provide about $114 million
in loans, the same as 1999. The housing produced by this program is distributed
nationally, although the Northeast, South, and totally rural areas such as colonias and
Indian reservations particularly benefited in 1998. The section 538 guaranteed rental
housing loan program is expected to guarantee about $100 million of market-rate
loansin 2000, 25 percent more than in 1999.

Funding for the RHS' s smaller Farm Labor Housing loan and grant programsis
higher in 2000. Loans are expected to rise from $20 million to $25 million in 2000,
and grants from $13 million to $14 million. A supplemental disaster appropriation
adds $5 million to loans and $3 million to grantsin 2000. These programs, which
help to provide housing for migrant and year-round farmworkers, also benefited from
emergency assistance in 2000.

Rural rental assistance payments account for $640 million, or about two-thirds of
RHS'stotal program budget in 2000. Under this program, tenants pay 30 percent of
their income for rent, and the rural rental assistance payments make up the difference
between the tenant’s contribution and the rent. Funding for this program, which rose
10 percent from 1999, allows RHS to renew existing contracts with about $8 million
left to support repair and rehabilitation of Farm Labor Housing projects aswell as
some hew construction of Farm Labor Housing units. In 1998, payments from this
program were greatest in the West and South, and in totally rural, farming, and
poverty counties.

HUD provides considerable rental housing assistance in both urban and rural
areas. Most HUD low-income rental assistance comes through its section 8 program,
which is expected to provide about $16 billion in 2000. HUD will spend another $3
billion in outlays on its public housing capital fund, $2.55 billion on its operating
fund, $610 million for its section 236 rental assistance program, and smaller amounts
for other related programs. The total of about $20 billion for subsidized housing is up
3 percent from 1999. Programs for the disabled and elderly have anticipated 2000
outlays of $784 million, up 3 percent. HUD’s section 8 low-income housing assis-
tance provides funds nationwide. Nonmetro areas received about 12 percent of the
funding in1998, particularly in the Northeast and urbanized nonmetro areas. HUD
has various other programs that directly assist housing in rural and urban areas.
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USDA’s Single-Family Housing Program Has Been
Popular With Borrowers

hefirst comprehensive survey of recent homebuyers using USDA's section 502

Single Family Housing Program (Meeting the Housing Needs of Rural
Residents: Results of the 1998 Survey of USDA's Sngle Family Direct Loan Housing
Program, RDRR-91) provided fresh insights. To participate in this program, house-
holds must have had low or very low incomes, been unable to obtain a home mort-
gage from another source, and not own an adequate home. Borrowers were typically
first-time homeowners, under age 40, and had children. One-third of the household
heads were single parents, 13 percent were Black, and 12 percent were Hispanic.
One-fourth had previously received government rental assistance. Most were
satisfied with their home, neighborhood, and the section 502 program (figure 3-2).
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Figure 3-2.
Participant satisfaction among recent single-family home borrowers
dealing with USDA’s loan program

High satisfaction with current home...
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Note: High general satisfaction is based on scores of 8, 9, or 10 on a scale of 1-10, with 1 the worst and 10 the
best. High satisfaction on the other neighborhood characteristics is based on ratings of good or very good on a

five-group scale from very poor to very good.
Source: 1998 Survey of USDA's Single-Family Direct Loan Housing Program, ERS.

35



Highlights From Current
Agricultural Issues: Risk,
Organic Crops, and
Biotechnology Crops

Farmers Sharpen Tools To Confront Business
Risks

sinany industry, risk is a part of the business of agriculture. Farmers face an

ever-changing landscape of weather, prices, yields, government policies, global
competition, and other factorsthat affect their financial returns and overall welfare.
With the shift toward less countercyclical government intervention following passage
of the 1996 Farm Act came recognition of the need for a more sophisticated under-
standing of farm risk and risk management. Risk management strategies can help
mitigate the effects of swingsin supply, demand, and prices, so that farm business
returns can be closer to expectations.

Risk management is, in general, finding the combination of activities most
preferred by an individual farmer to achieve the desired level of return and an accept-
ablelevel of risk. Risk management strategies reduce risk within the farming opera-
tion (e.g., diversification or vertical integration), transfer a share of risk outside the
farm (e.g., production contracting or hedging), or build the farm’s capacity to bear
risk (e.g., maintaining cash reserves or evening out cash-flow). Using risk manage-
ment does not necessarily avoid risk altogether, but instead balances risk and return
consistent with afarm operator’s capacity to withstand a wide range of outcomes.

Although farms vary widely with respect to enterprise mix, financial situation,
and other business and household characteristics, many sources of risk are common
to all farmers, ranging from price and yield risk to personal injury or poor health.

But even when facing the same risks, farms vary in their ability to weather shocks.

What do farmers themselves say about the risks they face? USDA’s 1996
Agricultural Resource Management Study (ARMS), conducted in the spring of 1997
(about a year after passage of the 1996 Farm Act), asked producers how concerned
they were that certain types of risk could affect the viability of their farms. Threerisk
factors of greatest concern to farm operators were uncertainty regarding commodity
prices, declinesin crop yields or livestock production, and changes in government
law and regulation. ARM S data show that producers specializing in wheat, corn,
soybeans, tobacco, and cotton were generally more concerned about the threat of low
yield and/or low price than any other risk. Producers of other field crops, nursery and
greenhouse crops, and poultry expressed greater concern about changesin laws and
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regulations than about other risks. Livestock producers also expressed concern about
their ability to adopt new technology, perhaps because failure to invest in new pro-
duction techniques could put them at a cost disadvantage to other producers.

Price and Yield Swings Pose Primary Risk

he possibility of lower-than-expected yield is one of the risksidentified in the

ARMS asamajor concern to farmers, particularly those planting major field
crops. Yield variability for agiven crop varies by geographic area and depends on
factors such as soil type and quality, climate, and use of irrigation. Risks associated
with high yield variability and the resulting income variability can be mitigated by
programs such as Federal crop insurance, as well as by diversification and other tools
to help spread farm-level risk.

Likeyield variability, price variability differs among commodities. In 1987-96,
crop prices showed relatively more variability than livestock prices, largely because
crop supplies are affected by swingsin crop yields while livestock supplies have been
more stable—although recent variability in the hog market illustrates that some
exceptions exist. Crops that exhibited the highest price variability (deviations exceed-
ing 20 percent above or below the mean) include dry edible beans, pears, lettuce,
apples, rice, grapefruit, and grain sorghum (figure 4-1). The variability of beef cattle,
milk, and turkey prices was less than 10 percent, perhaps reflecting lower production
risk and, in the case of milk, the existence of a Federal dairy program.

Price variability can change across time depending on year-to-year differencesin
crop prospects, changesin government program provisions, and shiftsin world sup-
ply and demand conditions. For example, corn price variability was quite high during
the 1920's and 1930’s, due largely to the collapse of grain prices after World War |
and very low yieldsin 1934 and 1936 (figure 4-2). Corn prices stabilized during the
1950'sand 1960's, a period of high government support, stable yields, and consistent
demand. Sizable purchases of corn by Russiaearly in the 1970’s affected variability
during that decade, while low U.S. yieldsin 1983 and 1988 contributed to increased
corn price variability in the 1980's. Variability returned to near long-term average
levelsin 1990-96.

No Single Approach Suits All Farms

ecause farmers face different degrees of variability and differ in their attitudes

toward risk, there can be no single approach to suit al farms. Overall, farmers
appear to be relying increasingly on forward contracting and other risk management
toolsto reduce their farm-level risks, due in part to the recent trend toward reduced
government intervention in farming. Even so, the 1996 ARM S indicates that keeping
cash (or liquid assets) on hand for handling emergencies and for taking advantage of
good business opportunities was the number-one strategy used by farms of every
size, every commodity speciality, and in every region.
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Figure 4-1.

Price variability is generally higher for crops than for livestock
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Price variability measures deviation above and below the mean price for the period 1987-96.
Economic Research Service, USDA

Farm size apparently playsarolein choice of risk management strategy. The
ARMS found that operators with annual gross sales of $250,000 or more were more
likely than smaller operators to use hedging, forward contracting, and virtually all
other types of risk management strategies. In contrast, operators with sales under
$50,000 were less likely to use forward contracting or hedging, and fewer reported
using enterprise diversification to reduce risk.

The ARMS data aso indicated that producersin the Corn Belt and Northern
Plains were somewhat more likely to use risk management strategies than those in
the Southern Plains, Northeast, and Appalachia. About 40 percent of producersin
the Corn Belt and Northern Plains regions used forward contracting in 1996 and
about 25 percent used hedging in futures or options.

A period of financia stress may induce an operator to shift risk management
strategies. The 1996 ARM S questioned farmers about production, marketing, and
financia activities they might undertake if faced with financial difficulty (table 4-1).
A large proportion of producers with sales of $50,000 or more indicated they would
adjust costs, improve marketing skills, restructure debt, and spend more time on
management decisions.
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Figure 4-2.

Corn price variability in the 1990’s was near the level of the 1970’s
and 1980’s
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Economic Research Service, USDA

Producers with sales under $50,000 (who generally receive a substantial share of
household income from off-farm sources) also responded that they would adjust costs
when faced with financial difficulties. But small-farm operators would be relatively
more likely than larger operatorsto sell farm assets or scale back operations. Further,
small-scale producers were much less likely to spend more time on management or
on improving their marketing skills.

When individual efforts to deal with financial stressfail and large numbers of
farms face significant financial loss, the Federal Government has often stepped in
with assistance to agriculturein the form of direct payments, loans, and other types of
aid. In 1999, for example, the Agricultural Appropriations Act authorized emergency
financial assistance to farmerswho suffered |osses due to natural disasters. Under this
legidation, farmers were eligible for payments either for losses to their 1998 crop, or
for lossesin any 3 or more crop years between 1994-98. Farmers with crop insurance
received dightly higher payments than those without, and those receiving emergency
benefits were required to buy crop insurance (if available) in 1999 and 2000. In addi-
tion, the legislation provides an incentive for purchasing higher levels of crop insur-
ance coverage in 1999 by earmarking an estimated $400 million to subsidize farmers
insurance premiums. The 2000 agricultural appropriations provided crop loss assis-
tance and $400 million to continue through 2000 the incentives for purchasing high
levels of crop insurance.
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Table 4-1.

What steps would farmers take to manage financial difficulties?

Small farms * Large farms *
Lessthan $50,000— $250,000- $500,000+ Total
$50,000 $249,999 $499,999 ormore U.S.

Percent of farms

Management/financial strategy:

Restructure debt 24 48 46 49 30
Sell assets to reduce debt 31 28 31 29 30
Use more custom services 7 18 17 20 10
Scale back farm business 26 23 20 24 25
Diversify into other farm enterprises 12 23 21 21 15
Spend more time on management 19 38 a7 45 24
Use advisory services 19 22 28 26 20
Adjust operating costs 34 54 59 57 40
Improve marketing skills 30 a7 53 53 35

* Determined by level of annual gross sales.
Source: 1996 Agricultural Resource Management Study, USDA.
Economic Research Service, USDA

A Selection of Strategies for Mitigating Risk

Farmers have many options in managing the types of risks they face. Most
producers use a combination of strategies and tools, because they address
different elements of risk or the same risk in a different way. Some of the
more widely used strategies are:

Enterprise diversification

Vertical integration

Production contracts

Marketing contracts

Futures contracts

Futures options contracts

Liquidity

Crop yield insurance

Crop revenue insurance

Household off-farm employment
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Organic Agriculture Gains Ground in the United
States

rganic farming became one of the fastest growing segments of U.S. agriculture
during the 1990's, and producers, exporters, and retailers are still struggling
to meet consumer demand for awide range of organic products. Certified organic
cropland more than doubled in the United States during the 1990's, and two organic
livestock sectors—eggs and dairy—grew even faster.

Organic produce, milk, eggs, pasta, frozen dinners, and pharmaceuticals are
among the many items that consumers count on finding in natural foods supermarkets
and are beginning to expect in mainstream supermarkets as well. The International
Trade Centre UNCTAD/WTO (ITC) estimates that combined retail sales of organic
food and beverages in major world markets for these goods—primarily the United
States, Japan, Denmark, France, Germany, Italy, the Netherlands, Switzerland, and
the United Kingdom—amounted to $11 billion in 1997 and $13-13.5 billion in 1998.
Organic food salesin 1997 accounted for 1 to 2 percent of total food salesin most of
these countries, including the United States, and medium-term growth rate forecasts
range from 5 to 10 percent annually for Germany, to 20-30 percent for the United
States and 30-40 percent for Denmark, according to the ITC.

U.S. producers are turning to organic farming systems as a potential way to
lower input costs, decrease reliance on nonrenewable resources, capture high-value
markets and premium prices, and boost farm income. Farmersin 49 States dedicated
1,346,558 acres of farmland to organic production systems and used third-party
organic certification servicesin 1997 (table 4-2). Two-thirds of this farmland was
used for growing crops, with Idaho, California, North Dakota, Montana, Minnesota,
Wisconsin, lowa, and Florida as the top producers (figure 4-3). Nearly half the States
wereraising certified organic livestock. Colorado and Alaska had the largest amount
of organic pasture and rangeland.

U.S. governmental efforts to facilitate organic production have focused primarily
on developing national certification standards to assure consumers that these com-
modities meet a consistent standard and to streamline interstate commerce in organi-
cally grown agricultural products. It was private organizations, mostly nonprofits,
which began developing certification standards in the early 1970's as away to sup-
port organic farming and thwart consumer fraud. Some States began offering organic
certification servicesin the late 1980’s for similar reasons. On the Federal level,
Congress passed the Organic Foods Production Act of 1990 to establish national
standards for organically produced commodities. Thislegislation requiresthat al
except the smallest organic growers must be certified by a State or private agency
accredited under national standards currently being finalized by USDA.

While adoption of organic farming systems showed strong gains between 1992
and 1997 and the adoption rate continues high, the overall adoption level is still
small—only two-tenths of 1 percent of all U.S. cropland was certified organic in
1997. Obstacles to adoption include large managerial costs and risks of shifting to a
new way of farming, limited awareness of organic farming systems, lack of market-

41



Table 4-2.

U.S. organic agriculture has expanded

Change

U.S. certified organic 1992 1993 1994 1995 1996 1997 1992-97 1995-97

1,000 acres
Farmland
Total 935 956 992 918 — 1,347
Pasture & rangeland 532 491 435 279 — 496
Cropland 403 465 557 639 — 850
Number
Animals
Beef cows 6,796 9,222 3,300 — — 4,429
Milk cows 2,265 2,846 6,100 — — 12,897
Hogs and pigs 1,365 1,499 2,100 — — 482
Sheep and lambs 1,221 1,186 1,600 — — 705
Layer hens 43,981 20,625 47,700 — — 537,826
Broilers 17,382 26,331110,500 — — 38,285
Unclassified/other — — — — — 226,105
Number
Growers
(plants & animals) 3,587 3,536 4,060 4,856 — 5,021

Percent

44 47
-7 78
111 33

Percent

-35 —
469 —
-65 —
42 —

1123 —
120 —

Percent

40 3

Numbers may not add due to rounding.

Sources: 1992-94, Agricultural Marketing Service, USDA; 1995 (including revisions of 1992-94 farmland),

Agrisystems International; 1997, Economic Research Service, USDA.
Economic Research Service, USDA

Figure 4.3

Organic crop acreage by leading States
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Certified organic cropland, top 10 States; U.S. total equals 850,177 acres. 1997 data.
Economic Research Service, USDA
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ing and technical infrastructure, inability to capture marketing economies, insuffi-
cient numbers of processors and distributors, and limited access to capital. State and
private certifier fees for inspections, pesticide residue testing, and other services
represent an added production expense for organic producers.

Severa Statesin the United States have begun providing financial support for
conversion to organic farming systems as away to capture environmental benefits
of these systems. In lowa, organic crop production has been an approved State
conservation practice since 1997 and is eligible for cost-share support from
USDA’s Environmental Quality Incentive Program. In Minnesota, the Department
of Agriculture implemented an Organic Cost Share Program in 1999, whichiis
designed explicitly to reimburse Minnesota producers for up to two-thirds of the
cost for organic inspection and certification. Also, several of the State-run certifica-
tion programs in the United States charge nominal or very low feesto encourage
organic production.

In addition to government effortsin developing national certification standards,
and in expediting interstate commerce in organic products, USDA has been facilitat-
ing and promoting organic exports for several years. A pilot program to offer organic
crop insurance is also under development. Several other USDA research programs
have focused on organic and sustainable farming systems since the 1990's, and more
such programs are beginning to take shape.

Genetically Engineered Crops: Has Adoption
Reduced Pesticide Use?

evelopment of new crop varieties through genetic engineering also offers

abroad spectrum of potential benefits to farmers and consumers, including
reduced production costs, enhanced yields, and enhanced nutritional or other
characteristics that add to value. Among the first devel opments on the market were
changes in the genetic makeup of common field crops that made them tolerant to
commonly used glyphosate herbicides, or that incorporated genes of the natural
pesticide Bacillus thuringiensis (Bt), so that plants produce a protein toxic to specific
insect pests.

These varieties appeal ed to producers because they promised to simplify pest
management and reduce pesticide use, while helping to control costs, enhance
effectiveness of pesticides (both herbicides and insecticides), and increase flexibility
in field operations. Evidence of that appeal liesin the rapid adoption of genetically
engineered (GE) crops, beginning with very little U.S. acreage in 1996 and reaching
41 percent of major crop acreage in 2000, down from 49 percent in 1999.

Data exist on pesticide use by producers who did and did not adopt genetically
engineered crops. But characteristics that affect the adoption decision may influence
pesticide use decisions as well, making simple comparisons suspect. In addition, the
changing mix of pesticides that accompanies adoption complicates the analysis,
because characteristics like toxicity and persistence in the environment vary across
pesticides used.
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Table 4-3.

Soybeans: Farmer reported genetically modified varieties, by State
and United States, percent of all soybean planted acres, 2000

State Herbicide Resistant Only All GM Varieties
Percent Percent
AR 43 43
IL 44 44
IN 63 63
1A 59 59
KS 66 66
Ml 50 50
MN 46 46
MS 48 48
MO 62 62
NE 72 72
ND 22 22
OH 48 48
SD 68 68
WI 51 51
Other States? 54 54
u.S. 54 54

10ther States includes all other States in the soybean estimating program.

Table 4-4.

Corn: Farmer reported genetically modified varieties, by State and
United States, percent of all corn planted acres, 2000

Insect Resistant Herbicide Stacked Gene All GM

State (Bt) Only Resistant Only Varieties Varieties

Percent Percent Percent Percent
IL 13 3 1 17
IN 7 4 * 11
1A 23 5 2 30
KS 25 7 1 33
Mi 8 4 * 12
MN 28 7 2 37
MO 20 6 2 28
NE 24 8 2 34
OH 6 3 * 9
SD 35 11 2 48
Wi 13 4 1 18
Other States?! 10 6 1 17
uU.s. 18 6 1 25

*Data rounds to less than 0.5 percent.
10ther States includes all other States in the corn estimating program.
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Table 4-5.

Upland Cotton: Farmer reported genetically modified varieties, by
State and United States, percent of upland cotton planted acres,
2000

Insect Resistant Herbicide Stacked Gene All GM

State (Bt) Only Resistant Only Varieties Varieties

Percent Percent Percent Percent
AR 33 23 14 70
CA 3 17 4 24
GA 18 32 32 82
LA 37 13 30 80
MS 29 1336 78
NC 11 29 36 76
TX 7 33 6 46
Other States? 17 21 36 74
U.S. 15 26 20 61

10ther States includes all other States in the cotton estimating program.

Three statistical methods can offer several perspectives on estimating changesin
pesticide use associated with adoption of GE crops:

= Same-year differences. Compares mean pesticide use between adopters and
nonadopters within 1997 and within 1998 for a given technology, crop, and
region, and appliesthat average to total acres producing each crop in each
year.

» Year-to-year differences. Estimates aggregate differences in pesticide use
between 1997 and 1998, based on increased adoption of GE crops between
those 2 years and average total pesticide use by both adopters and non-
adopters.

» Regression analysis. Estimates differencesin pesticide use between 1997 and
1998, with an econometric model controlling for factors other than GE crop
adoption that may affect pesticide use.

Same-year differences between average pesticide use of adopters and non-
adopters reveal ed that adopters of GE corn, soybeans, and cotton combined used 7.6
million fewer acre-treatments (2.5 percent) of pesticides than nonadoptersin 1997.
(An acre-treatment is the number of acrestreated multiplied by the number of pesti-
cidetreatments.) The difference roseto nearly 17 million fewer acre-treatments (4.4
percent) by adoptersin 1998 (figure 4-4). In terms of active ingredients applied,
however, adopters used only 331,000 pounds fewer than nonadopters (lessthan 0.1
percent of total pounds applied) in 1997. The difference narrowed to 153,000 fewer
pounds in 1998.

Year-to-year differencesin total pesticide use between 1997 and 1998, adjusted
for change in acres planted but including both adopters and nonadopters, amounted
to 9 million fewer pesticide acre-treatments (a 2.9-percent reduction).
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Figure 4-4.

Reduction in pesticide use accompanies adoption of genetically
engineered crops
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These comparisons do not account for year-to-year changesin weather condi-
tions, pest pressures, and other factors that may affect pesticide use, so it isinappro-
priate to attribute the results solely to adoption of GE crops. Still, the overall
downward trend in pesticide application rates on major U.S. crops from 1996 to 1998
appears to confirm the pesticide-reducing effect of GE crops. For example, as adop-
tion of herbicide-tolerant soybean varieties increased from 7 to 45 percent, the aver-
age annual rate of glyphosate application increased from 0.17 pounds per acrein
1996 to 0.43 pounds per acre in 1998, while all other herbicides combined dropped
from about 1 pound per acre to 0.57 pounds per acre. That translates into a decline of
nearly 10 percent in the overall rate of herbicide use on soybeans during the period.

The regression analysis approach controlled for differences between adopters
and nonadopters, allowing estimation of changes in pesticide use associated with
increases in GE adoption between 1997 and 1998. The analysis estimated that
pesticide reductions related to increased GE adoption between 1997 and 1998
were 19.1 million acre-treatments (6.2 percent of total 1997 treatments), excluding
Bt corn. These estimates reflect reductionsin other insecticides used on cotton,
acetamide herbicides used on corn, other synthetic herbicides used on soybeans,
and offsetting increasesin glyphosate herbicides used on soybeans

Changing the Mix of Pesticides Used Also Matters

hanges in pesticide acre-treatments resulting from the adoption decision range

from -6.8 million acre-trestments to -19 million across the three estimation
methods. Reductionsin pounds of active ingredients vary more widely, from a net
drop of just 0.3 million poundsin 1997 (using the same-year method to compare
adopters and nonadopters) to a net 8.2-million-pound decrease (using the year-to-
year method to compare changesin total pesticide use between 1997 and 1998).

Assessing the impact of the herbicide-tolerance trait (which enables use of
glyphosate herbicides) requires more than simply calcul ating whether more or less
pesticide will be used. Adoption of this technology changes the mix of pesticides
used in the cropping system, aswell as the amounts used. When pesticide mixes are
changing, comparing the total number of acre-treatments or pounds of active ingredi-
ents of different pesticide compoundsis like adding the proverbial apples and
oranges. Measuring pesticide use in pounds of active ingredient implicitly assumes
that a pound of any two ingredients has equal impact on human health and/or the
environment. However, the more than 350 active ingredientsin use in pesticides over
the last 40 years vary widely in toxicity per unit of weight and in persistencein the
environment. Scaling (weighting) pounds of pesticides applied by measures of their
“toxicity/persistence” characteristics can provide an indication or index of pesticide
impact or potential risk.
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Dataindicate that adoption of herbicide-tolerant crops leads to substitution of
glyphosate herbicides for previously used herbicides. Based on regression results for
soybeans, an estimated 5.4 million pounds of glyphosateis substituted for 7.2 million
pounds of other synthetic herbicides, such asimazethapyr, pendimethalin, and triflu-
ralin.

Glyphosate has a half-life in the environment of 47 days, compared with 60-90
daysfor the herbicides it commonly replaces. The herbicides that glyphosate replaces
are 3.4 to 16.8 times more toxic, according to a chronic risk indicator based on the
Environmental Protection Agency’s reference dose for humans. Thus, the substitution
enabled by genetic modifications conferring herbicide tolerance on soybeans results
in glyphosate replacing other synthetic herbicides that are at least 3 times astoxic and
that persist in the environment nearly twice as long as glyphosate.
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U.S. Department of Agriculture

SDA isthe third-largest civilian Department of the U.S. Government, over-
seeing a variety of agencies, Government corporations, and other entities that
employ more than 100,000 peoplein all 50 States and 60 countries.

The Department has undergone a historic reorganization to improve coordination
among its broad range of programs and agencies. This reorganization, which affected
headquarters and field structures, was authorized by the Department of Agriculture
Reorganization Act of 1994 (Public Law 103-354), signed into law in October 1994.

The reorganization focused the Department’s work under the following seven
mission areas, which operate over 200 programs. These areas are described in chap-
ters 6-12 of thisAgriculture Fact Book:

= Rura Development;

Farm and Foreign Agricultural Services,
Food, Nutrition, and Consumer Services;
Food Safety;

Natural Resources and Environment;
Research, Education, and Economics; and
Marketing and Regulatory Programs.

Some organizations serve the entire U.S. Department of Agriculture, including
all mission areas. Among these are the Assistant Secretary for Administration
(Departmental Administration), Office of the Chief Economist, Office of |nspector
General, Office of the Chief Financial Officer, Office of the Chief Information
Officer, Office of the General Counsel, and Office of Communications, al of which
report directly to the Secretary of Agriculture. The Office of Congressional and
Intergovernmental Affairs serves as liaison between the Department and Members
of Congress and their staffs, State and local governments, and Indian tribes and their
members.

Departmental Administration

epartmental Administration (DA) provides |leadership and guidance in managing

USDA's administrative programs and services effectively, efficiently, and fairly.
Departmental Administration staff offices provide support to policy officials of the
Department and overall direction and coordination for administrative programs and
services. In addition, DA manages the buildings that comprise the headquarters
complex, and provides direct customer service to Department-level Washington, DC,
employees.
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Departmental Administration encompasses the following staff offices: Office of
Civil Rights; Office of Human Resources Management; Office of Procurement,
Property, and Emergency Preparedness; Office of Operations; Office of Small and
Disadvantaged Business Utilization; Office of Ethics; Office of Outreach; Conflict
Prevention and Resolution Center; Hazardous Material Management Group; Board of
Contract Appedls; Office of the Judicial Officer; and Office of Administrative Law
Judges. Visit our web site at http://www.usda.gov/da

Office of Civil Rights

The Office of Civil Rights (CR) provides overall leadership, coordination,
direction, and oversight for civil rights efforts throughout USDA to assure the fair
and equitable treatment of all USDA customers and employees. CR’'s emphasisis
on actionsto enforce civil rights laws, executive orders, congressional mandates,
and other rules, regulations, and policies relating to race, color, national origin,
sex, religion, age, disability, political beliefs, sexual orientation, protected genetic
information, and marital, family, and parental status. CR works in collaboration
with the USDA mission areas and their agenciesin implementing civil rightslaws,
regulations, and best practices relating to both employment and program delivery.

In 2000, CR focused on improving civil rights accountability within USDA,
increasing diversity among the workforce, and increasing the participation of tradi-
tionally underserved customersin USDA programs and activities.

Between January 1998 and March 2000, 94 disciplinary actions were taken
against employees for discrimination or misconduct related to civil rights. These
actionsincluded 14 removalss, 40 suspensions, 2 reductions in grade/pay, and 38
letters of reprimand.

The diversity of the USDA workforce is steadily improving. From 1993 to 1999,
African American employment increased from 9.4 to 10.8 percent; Hispanic employ-
ment, from 4.1 to 4.8 percent; Asian Americans and Pecific Islanders, from 1.7 to 2.0
percent; American Indians, from 2.4 to 2.6 percent; and women, from 41.1 to 41.9
percent of the workforce.

Farm loans to women and minorities have increased significantly in both per-
centages and dollars. Through more outreach and targeting of funds, the number of
USDA, Farm Service Agency (FSA) direct and guaranteed farm loans made to
minorities and women in fiscal year (FY) 1999 increased 25 percent from the number
made in FY 1998 and 50 percent from the number made in FY 1997. The dollar
amount of loansin FY 1999 totaled $296 million, an increase of 59 percent over the
FY 1998 total of $187 million and 81 percent over the FY 1997 amount.

InApril 1999, USDA entered into a class action settlement with African-
American farmers, providing compensation and closure for those who felt they were
wronged by USDA in the past. As of August 2000, total payment of approximately
$357 million to 7,143 claimants had been provided by the U.S. Department of
Justice.
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In July 1999, the Director of Civil Rights appointed a USDA Task Force on
Sexual Orientation to update the 1994 Task Force Report and to make recommenda-
tions to address issues of sexual orientation. The Task Force submitted its report in
May 2000, with 20 recommendations, including additional training relating to sexual
orientation discrimination and broadening departmental regulations on civil rightsto
strengthen the Department’s ability to prevent and process complaints on sexua ori-
entation discrimination in both employment and program delivery.

CR continued to work with agencies to devel op training modules so that all
USDA employees and many cooperators, volunteers, and advisory committee mem-
berswill receive some civil rights and diversity training each year. Thisis one of
many actions USDA istaking to ensure that all USDA customers and employees are
treated fairly and equitably and with dignity and respect.

A strong CR program supports USDA's goals. It ensures that customers have full
accessto all USDA programs and activities, that program and equal employment
opportunity complaints are handled fairly and expeditiously, and that the best super-
visory and management practices are followed to ensure adiverse, highly productive,
and effective staff of USDA employees.

Office of Human Resources Management

The Office of Human Resources Management (OHRM) provides overall direc-
tion, leadership, guidance, analysis, and oversight for USDA human resources man-
agement programs and initiatives, establishes human resources management policy,
represents USDA in governmentwide initiatives, and provides liaison and coordina-
tion with the Office of Personnel Management and other central guidance agencies.
OHRM programs include employment, recruitment, merit promotion, compensation,
classification, position management, employee and executive devel opment, employee
assistance, retirement, benefits, workers and unemployment compensation, employee
and labor relations, personnel and classified information security, executive
resources, safety and health, and organizational development. OHRM also provides
day-to-day operational personnel servicesfor the Office of the Secretary and depart-
mental staff offices.

Progressin Administrative Grievances: Asof May 15, 2000, substantial
progress has been made toward eliminating the administrative grievance backlog
which existed at the beginning of FY 1998. At that time, there was an inventory of
197 cases (some of which were nearly 4 years old), and 177 additional caseswere
received, resulting in atotal inventory of 374 cases. A total of 302 cases have been
closed, leaving a current inventory of 72 grievances requiring adjudication.

Hispanic L eader ship Summit: On Thursday, May 4, 2000, USDA hosted its
first-ever Hispanic Leadership Summit with leaders of 15 of the largest Hispanic
organizations. Secretary Glickman spoke to a standing-room-only audience, includ-
ing his Subcabinet, agency administrators, and human resources directors. He laid out
the Department’s progress to date in building aworkforce that looks like America,
pledged further improvement, and asked for assistance in thisarea. During the day’s
lively discussions, the participants presented many promising ideas to increase hiring
of Hispanic college students and executives and to improve representation of
Hispanicsin the USDA workforce.
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Assessment of USDA Wor kforce Planning: OHRM commissioned the
National Academy of Public Administration, Center for Human Resources
Management (CHRM), to assist with an evaluation of the USDA workforce planning
process. An overall assessment of the current state of workforce planning in USDA
mission areas identified issues and opportunities for improvement, strategiesto
develop a uniform approach for USDA, and ways to improve the current process.
Workforce planning assesses employment needs of the future and targets recruitment
to meet the specific needs.

USDA Work/Life Fair: OHRM sponsored the first Headquarters USDA
Work/Life Fair on April 11, 2000. The purpose of the fair was to provide information
to USDA employees in the Washington, DC, metropolitan area on balancing work
and lifeissues. There were atotal of 25 vendors representing issues related to chil-
dren, elder care, telework, mass transportation, aging, health, retirement, and social
security.

The Leadership Challenge: On March 30, 2000, over 100 executives and
human resources professional s participated in a special, on-site presentation by a
senior researcher from the Corporate L eadership Council (CLC). This presentation
wasthefirst of four on-site presentations to be conducted by CLC. “ The Leadership
Challenge” topic covered the best practices of companies like General Electric and
Mobil asthey identify future leaders, accelerate their devel opment, recruit high-
potential executives, and retain high-performance executives. The session high-
lighted the value of integrating | eadership devel opment with long-term organizational
strategies.

Welfareto Work (W2W): USDA has made 648 W2W hires since the program
began in 1998. Thisis 173 percent of the total USDA 4-year commitment to hire 375
welfare recipients by the end of FY 2000.

Office of Procurement, Property, and Emergency Preparedness

The Office of Procurement, Property, and Emergency Preparedness (OPPEP)
provides leadership and policy guidance concerning procurement, property manage-
ment, energy conservation, disaster management, and coordination of emergency
programs. OPPEP al so promotes and establishes USDA policy for alternative fuel
vehicles and the purchase of biobased, environmentally preferable, and recycled
products.

OPPEP isworking to simplify and reduce the cost of procurement, and to
improve access to information about procurement and property management policy
for businesses and other members of the public. The cost of procurement has been
reduced by expanding the use of commercial credit cards (purchase cards) and the
Purchase Card Management System to make small purchases. Over 19,000 purchase
cards have been issued to qualified holders throughout USDA. OPPEP also intro-
duced a Fleet Card Program so that cardholders may purchase fuel and service for
government vehicles. Over 42,000 fleet cards have been issued. OPPEP posts USDA
procurement and property management policy and procedures on the Departmental
Administration web site (http://mmww.usda.gov/da.html). Businesses interested in
selling to USDA can view “Doing Business with USDA” at the web site. OPPEP also
posts information about disaster relief at thisweb site.
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Table 5-1.
Number of USDA employees, 1948-2000

Number of Number of

Year USDA employees Year USDA employees?
1948 60,815 1975 103,779
1949 63,063 1976 109,276
1950 67,560 1977 113,085
1951 66,150 1978 118,563
1952 62,825 1979 122,809
1953 62,492 1980 125,185
1954 63,309 1981 117,440
1955 64,191 1982 111,853
1956 69,423 1983 109,773
1957 74,215 1984 108,598
1958 77,264 1985 106,665
1959 79,998 1986 102,997
1960 81,585 1987 102,579
1961 85,238 1988 106,552
1962 89,168 1989 109,567
1963 94,527 1990 110,754
1964 94,781 1991 110,357
1965 94,548 1992 113,405
1966 98,688 1993 112,458
1967 102,175 1994 109,830
1968 105,628 1995 103,848
1969 101,848 1996 100,710
1970 100,860 1997 98,457
1971 102,698 1998 96,410
1972 104,540 1999 95,491
1973 104,104 2000 (projected) 98,155
1974 101,430

1Full-time equivalent (FTE). For example, two half-time employees would count as one FTE.

In October 1998, USDA published in the Federal Register Uniform Procedures
for the Acquisition and Transfer of Excess Personal Property, in accordance with the
provisions of Section 923 of the Federal Agriculture Improvement and Reform Act
of 1996. Since then, OPPEP transferred excess personal property worth over $3.6
million to 1994 land-grant institutions (tribal), 1890 land-grant institutions, and
Hispanic-serving ingtitutions.

Office of Operations

Mail

Smokey Bear receives more mail than any individual in the Department. Each
year, USDA receives more than 180 million pieces of mail, and at the Washington,
DC, headquarters alone, more than 21 million pieces of mail are handled each year—
for an average of about 84,000 pieces of mail processed each workday.
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Figure 5-1.

USDA workplace profile by race and gender group, 2000
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The headquarters mail operation is an active employer of people with disabili-
ties. Over one-third of its employees are people with disahilities. Working closely
with private and public placement organizations, the Office of Operations (OO) has
succeeded in bringing these employees into the workforce. In recognition of its suc-
cessin hiring persons with disabilities, OO has received numerous government and
private-sector awards.

The mail center is one of USDA's reinvention laboratories, supporting Vice
President Gore's National Partnership for Reinventing Government initiative, in
which the Department has taken an active role. One advance is the implementation of
computer-assisted mail sorting systems, which will improve efficiency and reduce the
number of employees needed for this staff. Also, USDA istaking the lead in devel op-
ing governmentwide mail management initiatives that are projected to save more
than $2 million.

South Building Renovation

The Office of Operations continues to work on the renovation of the South
Building which, when complete, will provide modern, safe, and efficient office space
for USDA employees in theWashington, DC, metropolitan area.

The over-70-year-old South Building, which is 1.3 million-square feet, is under-
going much-needed renovation. The first phase of the renovation (Wing 3) is nearly
complete. Phased moves back into the newly renovated space began in May 2000.
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Table 5-2.

Where do USDA employees work?

Number of Number of
State employees* State employees*
Alabama 1,128 Montana 2,574
Alaska 859 Nebraska 1,375
Arkansas 1,880 Nevada 340
Arizona 1,597 New Hampshire 280
California 7,061 New Jersey 486
Colorado 2,559 New Mexico 1,348
Connecticut 153 New York 1,045
District of Columbia 6,558 North Carolina 1,786
Delaware 207 North Dakota 772
Florida 1,657 Ohio 792
Georgia 2,364 Oklahoma 920
Hawaii 420 Oregon 4,464
Idaho 2,503 Pennsylvania 1,483
Illinois 1,491 Rhode Island 34
Indiana 724 South Carolina 867
lowa 1,833 South Dakota 847
Kansas 994 Tennessee 1,002
Kentucky 1,093 Texas 3,456
Louisiana 2,833 Utah 1,450
Maine 243 Vermont 240
Maryland 2,970 Virginia 1,999
Massachusetts 337 Washington 2,168
Michigan 1,108 West Virginia 670
Minnesota 1,650 Wisconsin 1,435
Mississippi 1,891 Wyoming 690
Missouri 3,958

Number of Number of
Territory employees* Territory employees*
American Samoa 8 Virgin Islands 22
Commonwealth of Marshall Islands 1
Northern Mariana Islands 7 Puerto Rico 561
Guam 28 Trust Territories of the Pacific 1
Puerto Rico 557 U.S. Virgin Islands 25
Marshall Islands 1
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Table 5-2.

Where do USDA employees work? (continued)

Number of Number of
Country employees* Country employees*
Argentina Malaysia
Australia Mexico
Austria Morocco
Bahamas Netherlands
Belgium New Zealand
Bermuda Nicaragua
Brazil Nigeria
Bulgaria Pakistan
Canada Panama
Chile Peru
China Philippines
Columbia Poland
Costa Rica Republic of Korea
Dominican Republic Republic of Palau
Egypt Russia

Federated States of Micronesia
France
Germany
Guatemala
Haiti

Hong Kong
India
Indonesia
Italy

Ivory Coast
Jamaica
Japan
Kenya
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Saudi Arabia
Singapore
South Africa
Spain
Sweden
Switzerland
Thailand
Turkey
Ukraine
United Kingdom
Venezuela
Vietnam
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*Permanent, full-time employees.

The second phase (Wing 4) of the renovation may start as soon as the end of this cal-
endar year. When finished, this project, coupled with the George Washington Carver
Center, will enable USDA agenciesin the metropolitan areato move out of more

expensive leased space into modern and efficient USDA-managed space.

Geor ge Washington Carver Center

The George Washington Carver Center in Beltsville, MD, was completed in
1998. This 350,000-square-foot modern office complex provides space for more than
1,200 USDA employees and contractors. Much of the day-to-day building operation
is done by Melwood, acommunity rehabilitation, nonprofit organization that pro-

vides employment opportunities for persons with severe disabilities.

58



Dedicated on October 6, 1999, by Secretary Dan Glickman, the Center operates
as a headquarters facility—an extension of USDA’s main headquarters facility
located in Washington, DC. The George Washington Carver Center isthefirst USDA
facility named for an African American.

Thefacility provides a number of on-site amenities for employees and visitors,
including a child devel opment center, medical service unit, nursing mothers' room,
credit union, fitness center, outdoor exercisetrail, shuttle service, Telework Center,
and afull-service cafeteria. Future plans for the Center include a George Washington
Carver Education/Visitor Center.

The Center has received several awards, including a Citation for Architectural
Excellence from the Potomac Valley Chapter of the American Institute of Architects
(December 1998); Federal Energy and Water M anagement Award from the
Department of Energy (1998); Excellence in Construction Award from the Associated
Builders & Contractors (September 1998); and a NISH Government Award for
Outstanding Achievement - Employing Persons with Disabilities (May 1999).

Print on Demand

The Office of Operations’ Consolidated Forms and Publications Distribution
Center and the Mail and Reproduction Division are currently offering “Print on
Demand” servicesto all user agencies. Print on Demand is state-of-the-art technology
and the wave of the future in modern warehousing and forms management programs.
Substantial cost savingsin printing and storage costs can be accrued by agencies by
utilizing this service. Cut sheets, non-carbon and double-sided forms, pamphlets, and
many other printed items no longer need to be stored for future use. Instead, these
items are scanned or otherwise inputted onto small optical storage discs, and then
hard copies are produced as needed and only in the quantity needed to fill a specific
order.

To date, the Consolidated Forms and Publications Distribution Center has
reduced its cut-sheet inventory items by more than 20 percent and anticipates that
Print on Demand technology will enable further reductions by as much as 50 percent.

Computersfor Learning

The Office of Operations Centralized Excess Property Operation is an active
participant in Vice President Gore's Computers for Learning Initiative. The
Centralized Excess Property Operation collects excess/surplus computer equipment
from USDA and 17 other Federal agenciesin the Washington metropolitan area.
Initially, the equipment is offered for reuse by other agricultural agencies. Computer
equipment not needed by agenciesistested and, if possible, repaired.

Through the Computersfor Learning Initiative, the Centralized Excess Property
Operation is also working with universities and community colleges by providing a
Student Internship Program in which students are given on-site training on computer
repairing, troubleshooting, and loading of software applications software.

59



Customer Ordering Web Site

The Landover Service Center has developed a user-friendly, interactive Internet
web site which affords customers an opportunity to browse through the inventory
items and place their orders directly online for next day processing.

For additional information, visit our web site at http://www.lsc.usda.gov, or call
301-436-8450 for more details.

TARGET Center

In October 1991, USDA opened the Technology A ccessible Resources Gives
Employment Today (TARGET) Center to assist USDA agencies with providing an
accessible work environment. Located at USDA Headquarters in Washington, D.C.,
the TARGET Center provides technology and information services to ensure equal
access to electronic technology and automated systems essential to today’s jobs. A
second facility, the Midwest TARGET Center, opened in St. Louis, MO, in 1996.

The USDA TARGET Center has an accessible conference room and a technol-
ogy demonstration center. The demonstration center includes eight work stations
which are enhanced with avariety of hardware and software designed to provide
accessibility for employees who have sight, hearing, speech, maobility and dexterity
disabilities. Private sessions in which individual s with disabilities conduct hands-on
testing and evaluation of alternative solutions are available.

A resources library is maintained to provide technical and servicesinformation
for research in designing appropriate solutions to meet accessibility requirements.

The USDA TARGET Center staff isavailable to assist in identifying and obtain-
ing computer and communications accommodations, and may be reached at 202-720-
2600 (Voice/TTY/TDD).

Office of Small and Disadvantaged Business Utilization

The Office of Small and Disadvantaged Business Utilization (OSDBU) provides
departmentwide leadership and oversight for implementing the Small Business
Preference Programs prescribed under Sections 8 and 15 of the Small Business Act of
1958, asamended. OSDBU serves as USDA’s lead agency in providing an integrated
focus for the implementation and execution of programsto assist small, small disad-
vantaged, and women-owned businesses in supporting USDA’s missions.

OSDBU develops policies, standards, and programs consistent with Federal
guidelinesfor devel oping, managing, evaluating, and improving USDA Affirmative
Procurement Programs. OSDBU also provides guidance to assist agencies and staff
officesin ensuring that outreach efforts involve al underrepresented groups and that
the participation of small, small disadvantaged, and women-owned businessesin the
Department’s contracting and program activitiesisincreased. Additionally, OSDBU
provides technical assistance designed to eliminate barriersthat prevent or severely
restrict small business access and participation in USDA program and contract
activities. Through partnerships with USDA program offices, professional associations,
and universities, OSDBU promotes the growth and competitiveness of small, small dis-
advantaged, and women-owned businesses located in rural Americathrough technical
assistance on topics such as how to do business with USDA, e-Commerce and how it
will affect doing businessin the future, and best practicesin marketing strategies.
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OSDBU’s goal isto ensure continuous growth in the rate of small business
participation in USDA program and contract activities. To thisend, OSDBU has
implemented the following programs:

» Bringing Rural America Venture Opportunities (BRAV O). A business devel-
opment program to assist tribal entities (Indian nations) in establishing small
startup information technology companies. Software development will be the
initial services provided by USDA.

= The Small Business Education and Devel opment Program (SBEDP). A
program to deliver technical assistance and outreach programs that promote
the growth and stability of small businesses|ocated in rural America, identify
new markets, and provide access to technical assistance and resourcesto
help sustain small business growth and devel opment.

= Small Business Vendor Outreach Sessions(V OS). A monthly program for
the small business community to meet with OSDBU coordinators to discuss
their capabilities and learn of potential procurement opportunities. If you are
interested in registering for aVVOS session, visit our web site at
http: //mww.usda.gov/da/smal lbus/vosl.htm.

If you are interested in business opportunities with the U.S. Department of

Agriculture, visit our web site at http: //mwww.usda.gov/da/smallbus.html or call
202-720-7117 for more details.

Office of Ethics

The Office of Ethicswas created in 1998 to direct and coordinate the ethics
programs within the various mission areas of the Department and to service head-
quarters staff directly. The Office develops departmentwide policies and regulations;
provides training to USDA staff on the various rules governing employee conduct,
conflicts of interest, and political activity; administers personal financial disclosure
reporting by senior staff; and counsels employees on ethics matters. Over the past
year, the Office has used Internet technology to provide online training modules for
USDA staff all over the world, and USDA was the first Federal agency to offer finan-
cial disclosure reporting through a secure, online, web-based system. In addition to
USDA staff, employeesin other Federal agencies and the public have accessed the
Ethics web site located at http: //mww.usda.gov/ethics.

Office of Outreach

The Office of Outreach provides coordination and leadership in program delivery
outreach efforts throughout USDA. Outreach efforts are proactive activitiesto ensure
that USDA programs and services are available to all congtituents, including those
traditionally underserved, and that internal and external partners work together to
ensure equal and timely access to USDA programs and services.

The Office of Outreach administers Section 2501 of the Food, Agriculture,
Conservation, and Trade Act of 1990, which authorizes the Secretary to assist and
encourage socially disadvantaged farmers and ranchers to own and operate farms
and ranches, and to participate in agricultural programs. USDA provides outreach
and technical assistance through agreements with community-based organizations,
1890 land-grant colleges and universities (including Tuskegee Institute), Indian tribal
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community colleges and Alaskan Native cooperative colleges, Hispanic-serving
educational institutions, and other post-secondary institutions with experience in
providing agricultural education or servicesto socially disadvantaged family farmers
and ranchers.

Conflict Prevention and Resolution Center

The Conflict Prevention and Resolution Center (CPRC) was created in 1998 to
provide overall leadership, guidance, and coordination of USDA conflict manage-
ment activities. CPRC issues departmentwide conflict management policy, regula-
tions, and guidance on the appropriate use of aternative dispute resolution (ADR) for
workplace and program disputes, develops and issues standards for mediators and
other ADR neutrals, and guides USDA agencies in the devel opment and implementa-
tion of their ADR programs. Currently, CPRC is devel oping conflict management
training, establishing a departmentwide roster of neutrals, and establishing proce-
duresfor use of ADR in program disputes.

Through partnerships with other Federal agencies, CPRC has provided USDA
agencies with valuabl e resources needed for the development and implementation of
their ADR programs. CPRC and USDA'’s Office of Communications recently pro-
duced a 20-minute video that describes mediation, an ADR process which USDA is
offering as an informal method of resolving workplace disputes early before they
escalate. The video, called “ A Better Way,” can be viewed on the CPRC web site at
http: //mww.usda.govi/cpre, and is intended to familiarize USDA employees with the
mediation process and to encourage them to seek mediation early, as ameans for
resolving workplace conflicts.

Office of the Chief Economist

he Office of the Chief Economist (OCE) advises the Secretary of Agriculture on

policiesand programs affecting U.S. agriculture and rural areas. Thisadvice
includes assessments of USDA program proposals, legislative proposals, and eco-
nomic developments of importance to agriculture and rural areas. In addition, the
Office of the Chief Economist isresponsible for several programs, described bel ow,
that coordinate activities across USDA agencies.

The World Wide Web address for the Office of the Chief Economist is
http: //mww.usda.gov/oce/

World Agricultural Outlook Board

TheWorld Agricultural Outlook Board is USDA's focal point for forecasts and
projections of global commodity markets. Each month the Board brings together
interagency committees of experts to forecast the supply, use, and prices of major
commoditiesin the United States and abroad. The committees also clear agricultural
forecasts published by other USDA agencies. Thisteamwork ensures that USDA
forecasts are objective and consistent.

Because the weather is vital to crop forecasts, specialists from the Board work
side by side with weather forecasters from the National Oceanic and Atmospheric
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Administration to monitor the weather and assessiits effect on crops. Their work
provides timely information on potential changesin global production.

The Board also coordinates departmentwide activity on long-term economic
projections, remote sensing, and climate. The Department is one of the largest users
of remote sensing in the Federal Government. The Board coordinates remote sensing
activities at USDA and chairs the Department’s Remote Sensing Coordination
Committee. The Board also hosts the Department’s Chief Meteorol ogist, who serves
as the principle spokesperson on weather and climate issues and chairs a departmen-
tal weather and climate coordinating committee.

The World Wide Web address for the World Agricultural Outlook Board is
http: //mww.usda.gov/oce/waob/index.htm

Office of Risk Assessment and Cost-Benefit Analysis

The Office of Risk Assessment and Cost-Benefit Analysisisresponsible for
coordinating, reviewing, and approving all risk assessments and cost-benefit analy-
ses of mitigation measures associated with major regulations of the Department.
Major regulations are economically significant (with an impact of at least $100 mil-
lion each year) and have a primary effect on human health, human safety, or the
environment. The office provides direction to USDA agencies on appropriate meth-
odsfor these analyses and servesasafocal point on mattersrelating to risk assess-
ment in interagency reviews.

The World Wide Web address for the Office of Risk Assessment and Cost-
Benefit Analysisis http://mww.usda.gov/oce/or achba/index.htm

Agricultural Labor Affairs

The coordinator of agricultural labor affairsis responsible for coordinating
USDA’s agricultural labor policy. Areas of concern include immigration, the H-2A
Temporary Agricultural Worker Program, worker protection standards for pesticide
use, farm labor supply, and agricultural employment issues.

The World Wide Web address for this officeis
http: //mvww.usda.gov/oce/oce/l abor- affairg/affairs.htm

Sustainable Development

OCE'sdirector of sustainable development worksto integrate the principal s of
sustainable development into the Department’s policies and programs, ensuring that
economic, social, and environmental considerations are balanced in decisionmaking.
The director also directs and coordinates the Department’s domestic and international
policies and programs in sustainable devel opment, including sustainable agriculture,
forestry, and rural communities.

The World Wide Web address for this officeis
http://mww.usda.gov/oce/osfsd/index.htm
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Global Change Program Office

Global climate change, whether from natural causes or human activity, could
have important consequences for farming, forestry, and rural areas. The Global
Change Program Office functions as the USDA-wide coordinator of global change
program and policy issues facing the Department. The Office coordinates activities
with other agencies, interacts with the legislative branch on climate change issues,
and represents USDA in international climate change discussions. It also isa source
of objective assessment of the economic effects of climate change and proposed miti-
gation strategies on agriculture and forestry.

The World Wide Web address for this officeis
http: //mww.usda.gov/oce/gepo/index.htm

Office of Energy Policy and New Uses

The Office of Energy Policy and New Uses assists with devel opment of depart-
mental energy policy and coordination of departmental energy programs and strate-
gies. The Office provides economic analysis on energy policy issues, coordinates
USDA energy-related activities within and outside the Department, and studies the
feasibility of new uses of agricultural products.

The World Wide Web address for this officeis
http: //mww.usda.gov/oce/oepnu/index.htm

Office of Inspector General

SDA'’s Office of Inspector General (OIG), thefirst civilian OIG in the Federal

Government, was established in 1962 and became fully operational in 1963. The
Inspector General Act of 1978 expanded and provided specific authorities for the
activities of the Office of Inspector General which had previously been carried out
under the general authorities of the Secretary of Agriculture. OIG conducts and
supervises audits and evaluations, as well as investigations and law enforcement
efforts relating to USDA's programs and operations. It provides leadership and coor-
dination and recommends policies for activities that will prevent and detect criminal
violations and promote economy, efficiency, and effectivenessin USDA programs
and operations. Furthermore, OIG keeps the Secretary and Congress fully informed
of problems and deficiencies related to administration of USDA programs and opera-
tions, and of the actions designed to correct such problemsand deficiencies.

During the period April 1, 1999, through March 31, 2000, audit and investigative
efforts resulted in more than $205 million in recoveries, collections, fines, restitu-
tions, claims established, administrative penalties, and costs avoided. In addition,
management agreed to put nearly $142 million to better use. OIG also identified
approximately $101 million in questioned costs that cannot be recovered.
Investigative efforts resulted in 449 indictments and 540 convictions.
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OIG'swork on three initiatives continues to yield notable results. OIG isintensi-
fying an initiative to counteract smuggling of animals, plants, and agricultural prod-
ucts that could endanger the Nation’s food supply through the introduction of
diseases and plant pests. As of March 31, 2000, OIG had 37 smuggling cases under
investigation.

In Operation “Kiddie Care,” OIG has been working closely with USDA's Food
and Nutrition Service concerning needed regulatory and legislative changesin the
Child and Adult Care Food Program (CACFP) recommended in an August 1999 audit
report. Twenty-six sponsors receiving over $46.7 million annually in food and
administrative funds have been terminated from CACFP. Sixty individual s have been
charged with crimes, with 45 found guilty and 37 sentenced. In a Michigan case, the
president of amulticenter day care operation was sentenced to 9 yearsin prison and
ordered to pay $13.5 million in restitution, a $10 million fine, and a special assess-
ment of $3,150.

Operation Talon was designed and implemented by OI G to locate and apprehend
fugitives, many of them violent offenders, who are current or former food stamp
recipients, and was made possible by legislative changesin welfare reform. As of
March 31, 2000, this nationwide initiative had resulted in 6,007 arrests of fugitive
felons during joint OIG, State, and local law enforcement operations. Of that number,
40 fugitives were wanted for murder or attempted murder, 27 were wanted for child
mol estation, and 14 were wanted for rape or attempted rape. The recognition of the
initiative's outstanding success was recently certified when OIG received the Vice
President’s prestigious Hammer Award for making Government work better and
achieving results Americans care about.

Office of the Chief Information Officer

he Chief Information Officer is the Department’s senior information technology

official. The Office of the Chief Information Officer (OCIO) supports program
delivery in USDA by overseeing the management of the Department’sinformation
technology (IT) resources.

In accordance with the Clinger-Cohen Act of 1996 and similar legislation, regu-
lations, and executive orders, OCIO provides |ong-range-planning guidance, reviews
all major technology investments to ensure that they are economical and effective,
coordinates interagency Information Resources Management projects, and promotes
information exchange and technical interoperability.

OCIO aso provides automated data processing (ADP) servicesto USDA and
other Federal agencies through its National Information Technology Center located
in Kansas City, MO; and telecommunications services through its
Telecommunications Services and Operationsin Ft. Collins, CO, and Washington,
DC. Direct ADP services are provided to the Office of the Secretary, Office of the
General Counsel, Office of Communications, Office of the Chief Financial Officer,
and Executive Operations.
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OCIO hasresponsibility for the information technology investments of the
Service Center Modernization Initiative (SCMI), which isthe cornerstone of the
overall reorganization and I'T modernization effort of the Department. The ultimate
goal of the SCMI isto create an environment of one-stop, quality service for cus-
tomers of the Farm Service Agency, the Natural Resources Conservation Service, and
the Rural Devel opment mission area agencies.

Office of the Chief Financial Officer

he Office of the Chief Financial Officer (OCFO) isresponsible for overall

financial management activitiesin USDA and for direct management of 1,750
employeesin OCFO at USDA headquarters in Washington, DC, and the National
Finance Center (NFC) in New Orleans. OCFO’s duties include accounting and
reporting responsibilities for program funds totaling about $100 hillion and manage-
ment responsibility for nearly 41 percent of all debt owed to the U.S. Government.
A major cross-servicing and operations facility, the NFC processes the payroll for
435,000 individuals of the Federal workforce and administers the Federal
Government’s $96 billion Thrift Savings Plan, which is the world's largest retirement
plan with 2.4 million participants. In addition, OCFO administers and manages the
Department’s Working Capital Fund.

OCFO maintains an integrated departmental accounting and financial manage-
ment system that provides complete, reliable, consistent, and timely financial
information. OCFO isthe chief architect of the departmentwide strategic plan
and coordinates its distribution to Congress and other external entities. OCFO also
leads the Department’s efforts to produce auditable financial statements and comply
with congressional mandates related to financial management.

OCFO directs credit reform and debt collection initiatives. In the credit reform
area, OCFO isworking to ensure that USDA's $103.4 hillion loan portfolio, which
includes farm operating, housing, utilities, business cooperatives, and other forms of
economic assistance to rural residents and organizations, complies with all reporting
requirements and other standards that apply to lending programs. In debt collection,
recent examples of successinclude USDA's collection of $136.2 million in delin-
guent debt through Treasury’s Administrative Offset Program and other debt-
collection tools during FY 1999. Thisfigure represents a 45-percent increase over
the $93.9 million collected in FY 1998 and a 90-percent increase over the $71.5
million collected in FY 1997. In addition, USDA lowered the amount of delinquent
debt inits overall loan portfolio from $7.5 billion in delinquenciesin FY 1997 to
$6.4 billionin FY 1999, adrop of nearly 15 percent.
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Office of Congressional and Intergovernmental
Relations

Office of Congressional Relations

USDA's Office of Congressional Relations serves as the Department’s primary
liaison with Members of Congress and their staffs, providing information on the
Department’s | egislative agenda, budget proposals, programs, and policies.

Office of Intergovernmental Affairs

The Office of Intergovernmental Affairs (OlA) works closely with the Nation’'s
Governors and State Commissioners of Agriculture, and other State and local elected
officials, on variousissues relating to their States. Ol A is responsible for disseminat-
ing information on programsinvolving the implementation of USDA policies and
procedures applicable to the Department’s intergovernmental  relations.

OIA participates with the Secretary, Deputy Secretary, and the Assistant
Secretary for Congressional Relationsin the overall planning, formulation, and direc-
tion of the activities of the office relating to intergovernmental affairs. Ol A servesas
the USDA liai son with the White House and other executive branch agencies and
departments with respect to intergovernmental affairs.

American Indian and Alaska Native Programs

The Director of Native American Programs, located in the Office of
Intergovernmental Affairs, isUSDA’s primary contact with tribal governments
and their members. The director serves as the principal adviser and representative
on all matters related to USDA policy and programs which affect and are available
to American Indians and Alaska Natives. The director also chairs USDA’s Native
American Working Group, which reports to the Secretary and provides advice,
support, and other assistance to the director. In 1992, USDA adopted an American
Indian and Alaska Native policy which guides USDA'’s interactions with Indian
tribes.

USDA provides awide range of programs and servicesin all mission areasto
American Indian and Alaska Native communities. In recent years, the Department
has reached out to inform American Indians and Alaska Natives about USDA
programs and services available to them, to deliver programs more effectively to
Indian tribes, and to initiate new programs in response to the needs of Indian tribes.
In October 1997, USDA published a Guide to USDA Programs for American Indians
and Alaska Natives to improve tribal communities’ accessto USDA programs. The
guide is also available on the USDA home page at the following address:
http: //mww.usda.gov/news/pubs/indians/open.htm
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National Appeals Division

he National Appeals Division was established in 1994 to conduct impartial

administrative appeal hearings and reviews of adverse program decisions made
by officers, employees, or committees of designated agencies of the Department of
Agriculture.

The World Wide Web address for the division is: http://www.nad.usda.gov

USDA Community Food Security Initiative

he USDA Community Food Security Initiative is helping communitiesto build

their local food systemsin order to decrease hunger, improve nutrition, and help

families move from poverty to self-sufficiency. The initiative will build vital links
directly between USDA and nonprofit groups, private businesses, and ordinary
citizens, aswell aswith State, local, and tribal governments—all with one goal in
mind: helping communities across America end hunger.

The Initiative is targeting seven concrete goals:

1. Catalyzing or enhancing local infrastructures to reduce hunger and food
insecurity;

2. Increasing economic and job security by helping low-income people obtain
living wage jobs and attain self-sufficiency;

3. Strengthening the Federal nutrition assistance safety net by supporting the full
and efficient use of programs such as food stamps; supplemental food for
women, infants, and children; school meals;, summer feeding; and emergency
food assistance.

4. Bolstering supplemental food provided by nonprofit groups by aiding food
recovery, gleaning, and food donation programs;

5. Improving community food production and marketing by aiding projects that
grow, process, and distribute food locally;

6. Boosting education and awareness by increasing efforts to inform the public
about nutrition, food safety, and community food security;

7. Improving research, monitoring, and evaluation efforts to help communities
assess and strengthen food security.

Theinitiative is using four basic methods to achieve those goals:

» Catalyzing the development of new partnerships on the local, State, and
Federal levelsto help communities reduce hunger and food insecurity;

= Improving the coordination between existing USDA programs—such as
nutrition assistance programs, community food grants, ongoing research,
farmers markets, and food recovery projects—and related Federal, State,
and community initiatives;

» Expanding technical assistance to States, communities, and nonprofit groups
to build long-term local structures to increase food security;

» Educating the public to increase their awareness of the causes of food
insecurity and highlight innovative community solutions to hunger.

68



For More Information

Departmental

Administration
Freedom of Info Act Liaison
Evelyn M. Davis

Rm 0612-S

Washington, DC 20250
202-720-7765

FAX 202-690-4728

Civil Rights Freedom of Information
M. Farook Sait

Rm 334-W

Washington, DC 20250

202-720-7569

FAX 202-205-2891

National Appeals Division
Freedom of Info Act Officer

Larry Shrum

Park Office Center

Rm 1113

Alexandria, VA 22302

703-305-1164

FAX 703-305-2825
Ishrum@usda.gov

Office of Budget and

Program Analysis
Freedom of Info Act Officer
Jacquelyn Chandler

Rm 147-E

Washington, DC 20250
202-720-1516

FAX 202-690-3673
jyc@obpa.usda.gov

Office of the Chief

Economist

Public Information Officer
Raymond L. Bridge

Rm 5143-S

Washington, DC 20250-3812
202-720-5447

FAX 202-690-1805
rbridge@oce.usda.gov

Agricultural Labor Affairs
Al French

Rm 112-A

Washington, DC 20250-3810
202-720-4737

FAX 202-690-4915
al.french@usda.gov

World Agricultural Outlook Board
Public Information Officer
Raymond L. Bridge

Rm 5143-S

Washington, DC 20250-3812
202-720-5447

FAX 202-690-1805
rbridge@oce.usda.gov

Chief M eteor ologist
(Vacant)

Rm 5143-S

Washington, DC 20250-3812
202-720-8651

FAX 202-720-4043

Office of Risk Assessment
and Cost-Benefit Analysis
(Vacant)

Rm 5248-S

Washington, D.C. 20250-3811
202-720-8022

FAX 202-720-1815

Global Change Program Office
Jim Hrubovcak

Rm 112-A

Washington, DC 20250-3814
202-720-6699

FAX 202-401-1176
jhrubovcak@oce.usda.gov

Sustainable Development
AdelaBackiel

Rm 112-A

Washington, DC 20250-3810
202-720-2456

FAX 202-690-4915
adela.backiel @usda.gov

Office of Energy Policy and New Uses
James Duffield

Rm 112-A

Washington, DC 20250-3815
202-401-0523

FAX 202-401-0533
jduffield@oce.usda.gov
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Office of Chief Financial

Officer

Freedom of Info Act Officer
Ken Kessler

Rm 4082-S

Washington, DC 20250
202-720-1179

FAX 202-690-2568
kkessler@usda.cfo.gov

Office of Chief Information

Officer

Freedom of Info Act Officer
Howard Baker

Rm 404-W

Washington, DC 20250
202-720-8657

FAX 202-205-2831
howard.baker @usda.gov

Office of the General

Counsel

Freedom of Info Act Attorney
Kenneth Cohen

Rm 1547-S

Washington, DC 20250
202-720-5565

FAX 202-720-5837

Office of Inspector General
Director, Info Mgmt Div

Sharon Friend

Rm 9-E

Washington, DC 20250-2309
202-720-6915

FAX 202-690-6305
sifriend@oig.usda.gov

Chief, Policy Dev & Info
Nancy Bartel

Rm 9-E

Washington, DC 20250-2309
202-720-5677

FAX 202-690-6305

nabartel @oig.usda.gov

Freedom of Info Act Officer
Carol Martin

Rm 29-E

Washington, DC 20250-2309
202-720-5677

FAX 202-690-6305
cjmartin@oig.usda.gov

Community Food Security
Initiative

Coordinator

Joel Berg

Rm 536-A

Washington, DC 20250

202-720-5746

FAX 202-690-1131
joel.berg@usda.gov
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USDA Rural Development:
Creating Opportunity for Rural
Americans

elping the people of rural America develop sustainable communities and

improve their quality of lifeisthe goal of USDA’'s Rural Development mission
area. USDA believes rural people have aright to the same quality of life asis enjoyed
by people who live in suburban and urban areas.

USDA Rura Development isworking to eliminate substandard housing from
rural America by helping rural people buy, build, repair, or rent decent housing.

It also creates jobs by providing funding and technical assistance to support the
growth and creation of rural businesses and cooperatives. In atypical year, Rura
Development programs create or preserve more than 150,000 rural jobs, enable
60,000 to 70,000 rural people to buy homes, and help more than 450,000 low-income
rural people rent apartments or other housing.

Other Rural Devel opment programs help rural communities build or improve
community facilities, such as schools, health clinics, and fire stations. Rural
Development also has programs that help rural communities build or extend utilities,
including water, electricity, and telecommunications services. Rural Development
is also charged with leadership in national, State, and local strategic planning.

Program assistance is provided in many ways, including direct or guaranteed
loans, grants, technical assistance, research and educational materials. To accomplish
its mission, USDA Rural Development often worksin partnership with State, local,
and tribal governments, aswell as rural businesses, cooperatives, and nonprofit
agencies.

USDA Rura Development programs are delivered through its three agencies:
Rural Utilities Service (RUS), Rural Housing Service (RHS), and Rural Business-
Cooperative Service (RBS), and branch, the Office of Community Development
(OCD). RUS addresses rural America's need for basic utility services such as clean
running water, sewers and waste disposal, electricity, and telecommunications. RHS
addresses rural America’s need for single-family and multi-family housing as well
as health facilities, fire and police stations, and other community facilities. RBS
provides help to rural areas that need to develop new job opportunities, allowing
businesses and cooperatives to remain viable in a changing economy. The Office
of Community Development, a branch of Rural Development, isworking with these
three agencies to improve the economy and living conditions in the Nation’s rural
Empowerment Zones and Enterprise Communities.

In addition, the Federal Government is seeking to form partnerships with
other entities— such as State, local, and tribal governments; private and nonprofit
organizations; and member- owned cooperatives—to revitalize rural areas. Rural
Development programs are provided across the Nation through 47 State offices
and 800 field offices.
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How Rural Development Works

he following examplesillustrate how USDA Rural Development isworking to
serve rural citizens and bolster the quality of lifein rural communities:

Earth Day, April 22, 2000. In celebration of Earth Day 2000,
Secretary of Agriculture Dan Glickman announced 11 new USDA-
financed rural clean water initiatives funded under the USDA Rural
Development Water and Wastewater Program. The wastewater pro-
jects, totaling $72.6 million, will significantly improve water quality
across America and protect several designated wild and scenic rivers
and other environmentally sensitive bodies of water.

“From the Bering Sea to the Chesapeake Bay and wild and scenic
rivers of the South, these projects help protect some of our Nation’s
most precious water resources,” Glickman said. “As we celebrate
Earth Day, all Americans should recognize that proper disposal of
wastewater is a vital health issue not only for humans, but for the
environment and wildlife.”

The projects include replacement of deteriorated water and sewer
mains in Nome, AK, on the Bering Sea and a new sewage collection
system in Shawnee Hills, OH, that will end the discharge of untreated
effluent into the Scioto River, used as a water supply by the City of
Columbus.

Also included is a $6 million project in Hazle Township, PA, to con-
struct a centralized sewer system that will end the dumping of raw
sewage into the Susquehanna River, which is designated a Heritage
River system and empties into the Chesapeake Bay.

Other new USDA-financed projects include wastewater improve-
ments in Gadsden, AR; Concordia, LA; St. Peter, MN; the Three
Affiliated Tribes Reservation in North Dakota; Jefferson County, NY;
Orangeburg County, SC; Green River City, UT; and Huttonsville, WV.

The following overviews describe the three Rural Devel opment agencies and the
Office of Community Development, and their main programs.

Rural Business-Cooperative Service

Creation of viable new and improved competitive businesses and sustainable
cooperativesin rural Americaisthetop priority of the Rural Business-
Cooperative Service (RBS). This agency works through partnerships with public and
private community-based organizations to provide financial assistance, business plan-
ning, and technical assistanceto rural businesses. It also conducts research into rura
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The Burris Mill and Feed Company in Franklinton, LA, is an example
of a company that has benefitted from USDA Rural Development’s
Business and Industry Guaranteed Loan and Rural Economic
Development Loan Programs.

Burris Mill and Feed, a custom manufacturer of animal feed that pri-
marily makes fish food, is a small rural business employing 33 people,
of which about 65 percent are minorities. The company, which has
international sales of 55 to 65 percent, wanted to expand its opera-
tions, and it turned to USDA Rural Development for help. In January
1999, the Washington-St. Tammany Electric Cooperative, Inc., was
awarded a $450,000 rural economic development loan that was
subsequently re-loaned to Burris Mill and Feed to help the company
buy machinery and equipment. In addition to the Rural Economic
Development Loan, USDA Rural Development also approved a
$1.7 million Business and Industry Guaranteed loan to give Burris
Mill and Feed more financial assistance. The company received
$700,000 for machinery and equipment, and $1 million for the
purchase of real estate.

economic issues, including rural cooperatives, and provides educational material to
the public.

Businessand Industry (B& ) Guaranteed L oans help to finance rural business
and industry projects that create employment opportunities and improve the eco-
nomic and environmental climatein rural communities, including pollution abate-
ment and control. Guaranteed loans are made for projects that foster sustained
community benefits and open private credit markets. B& | |oan guarantees can be
extended to loans made by commercial or other authorized lendersin rural areas
(thisincludes all areas other than cities of more than 50,000 people and their
immediately adjacent urban or urbanizing areas).

Under the B& | Guaranteed L oan Program, the Cooper ative Stock Purchase
Authority providesfinancial assistance for the purchase of startup cooperative stock
for family-sized farms where the commaodities produced are to be processed by the
cooperétive.

Direct Businessand Industry (B&|) L oans are made to public entities and
private parties who cannot obtain credit from other sources. Loansto private parties
can be made for improving, developing, or financing business and industry, creating
jobs, and improving the economic and environmental climatein rural communities
(including pollution abatement). Thistype of assistance isavailablein rura areas
(thisincludes all areas other than cities of more than 50,000 people and their
immediately adjacent urban or urbanizing areas).

Intermediary Relending Program L oans finance business facilities and
community development projectsin rural areas, including cities of less than 25,000.
Loansto intermediaries are rel oaned to support the establishment of new business
facilities and community development projectsin rural aress.
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Rural Economic Development L oans and Grants finance economic develop-
ment and job creation projectsin rural areas based on sound economic plans. This
financing is available to any Rural Utilities Service electric or telecommunications
borrower to assist in developing rural areas from an economic standpoint, to create
new job opportunities, and to help retain existing employment. Loans at zero-interest
are made primarily to finance business startup ventures and business expansion pro-
jects. Grants are made to these telephone and electric utilities to establish revolving
loan programs operated at the local level by the utility.

Rural Business Enter prise Grants help public bodies and nonprofit corpora-
tions finance and facilitate the development of small and emerging private business
enterprises located in rural areas (thisincludes all areas other than cities of more than
50,000 people and their immediately adjacent urban or urbanizing areas). Grants
may be used to acquire and develop land and to construct buildings, plants, equip-
ment, access streets and roads, parking areas, and utility and service extensions. In
addition, funds may be used for refinancing, fees for professional services, technical
assistance, startup costs and working capital, financial assistanceto athird party,
production of television programs targeted to rural residents, and rural distance-
learning networks.

Rural Business Opportunity Grants can be made to provide economic plan-
ning for rural communities, technical assistance for rural businesses, or training for
rural entrepreneurs or economic development officials. Funding must result in eco-
nomic development of arural area. This program is available to public bodies, non-
profit corporations, Indian tribes, or cooperatives with members who are primarily
rural residents.

Rural Cooper ative Development Gr ants finance the establishment and opera-
tion of centersfor cooperative development. The program enhances the economy of
rural areas by developing new cooperatives and fostering improved operations for
existing co-ops.

The Appropriate Technology Transfer for Rural Areas program provides
information to farmers and other rural users on avariety of sustainable agricultural
practices, including crop and livestock operations. It hel ps agriculture by giving
reliable, practical information on production techniques and practices that reduce
costs and are friendly to the environment.

The National Sheep Industry Improvement Center promotes strategic
development activities to strengthen and enhance production and marketing of
sheep, goats, and their productsin the United States. The Center, which has a board
of directorsto overseeits activities, make loans and grants.

Cooper ative Services helpsimprove the performance of the Nation’s coopera-
tives and promotes understanding and use of the cooperative form of business. By
working together for their mutual benefit in cooperatives, rural residents are often
able to reduce costs for production supplies and consumer goods, obtain services
that might otherwise be unavailable, and achieve greater returns for their products.
Cooperative Services accomplishes its mission by (1) responding to requests for tech-
nical assistance from rural residents who want to organize a cooperative or improve
operations of an existing cooperative; (2) providing information and educational
materials relating to cooperatives; (3) conducting research on cooperative financial,
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structural, managerial, policy, member governance, legal, and social issues; and (4)
collecting and disseminating statistics to support research and technical assistance
work.

Cooperative Solutions for Rural Challenges

= USDA has a long history of promoting cooperatives—businesses that
are owned and controlled by the people who use them. Co-ops help
rural people maintain control of local resources and improve their
standard of living. In the United States, there are an estimated 40,000
cooperatives that do everything from helping farmers market and
process their crops to providing electricity and credit services.

»  Cooperatives are organized by people who want to: (a) improve their
bargaining power, (b) reduce their costs for goods or services, (c)
obtain products or services otherwise unavailable to them, (d)
expand their marketing opportunities, (e) improve their product
service or quality, or (f) increase their income.

m  For 65 years, USDA has been providing ideas and leadership to the
cooperative community through its prize-winning magazine, “Rural
Cooperatives,” published bimonthly. Each issue carries news, fea-
tures, and columns that report on issues impacting cooperatives and
highlighting successful co-op practices. USDA Rural Development
also provides the public with more than 100 publications and videos
about cooperatives—ranging from “How to Start a Cooperative” to
“Tax Treatment for Cooperatives.” To order a free publication and
video catalog or to request a magazine subscription order form, call
202-720-8381.

Rural Housing Service

ecent, safe, sanitary, affordable housing and essential community facilities are

indispensable to vibrant rural communities. USDA’s Rural Housing Service
(RHS) hasthe responsibility to make these essential elements available to rural
Americans. RHS programs help finance new or improved housing for more than
60,000 moderate-, low- or very low-income families each year. These programs also
help rural communities finance construction, enlargement, or improvement of fire
stations, libraries, hospitals, medical clinics, day care centers, industrial parks, and
other essential community facilities.

Single Family Housing L oans provide assistance to very low-, low-, and mod-
erate- low-income householdsin rural communities, helping them to purchase, con-
struct, repair, or rel ocate ahome. Very low- and low-income borrowers are offered
33- to 38-year direct loans (depending on income) at fixed interest rates with annual
subsidy to bring the effective interest rate to aslow as 1 percent, depending on the
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family’s adjusted income. Moderate-income rural residents can be assisted with loan
guarantees, which require no downpayment or mortgage insurance, that are offered
through private lenders at terms up to 30 years. The loans, both direct and guaran-
teed, can cover up to 100 percent of market value or acquisition cost, whichever is
less. This eliminates the need for a downpayment and provides homeownership
opportunities to many more rural Americans.

Theinnovative Mutual Self-Help Housing Program makes homes more
affordable by enabling low- and very low-income familiesto perform 65 percent of
the labor to construct their homes. The family’sinvestment or “sweat equity” reduces
the total amount of money to be borrowed. Grants are awarded to nonprofit and local
government organizations that provide technical assistance. They supervise groups
of familiesin the construction of their homes. The families work on homes together,
moving in only when all homes are completed. Usually, the homes are financed
through an RHS Single Family Housing direct loan. In 1999, RHS made 83 technical
assistance grants and 22 pre-development grants, for about $26 million, to nonprofit
organizationsin 44 States that helped about 1,350 families build their own homes.

A total of $106 million was loaned to these families to help them pay for their new
homes.

Home Improvement and Repair L oansand Grants enable very low-income
rural homeowners to remove health and safety hazards from their homes and to make
homes accessible for people with disabilities. Loans have a maximum interest rate of
1 percent and are available to very low-income homeowners regardless of their age.
Grants are available for people age 62 and older who cannot afford to repay aloan. A
combination of funds from aloan and grant can be used by eligible elderly residents.

Rural Rental Housing L oans finance construction of rental and cooperative
housing for low-income individuals and families with an average annual income of
$7,300, including elderly or disabled persons. Loans have a maximum term of 30
years, can equal up to 100 percent of the appraised value or devel opment cost,
whichever isless, and can be used to construct new housing or to purchase or rehabil-
itate existing structures. In addition to the direct lending program, USDA offersloan
guarantees to multi-family housing devel opers to extend the reach of Federal
resources to moderate- and low-income working families and elderly individuals.

Housing Preservation Grants are made to nonprofit groups and government
agencies to finance rehabilitation of rental units for low-income residents.

Rental Assistance payments subsidize rent costs to ensure that low-income
tenants will pay no more than 30 percent of their income for rent.

Community Facilities L oans, L oan Guar antees, and Grants finance the
construction, enlargement, extension, or other improvements for community facilities
providing essential servicesin rural areas and towns with a population of 50,000 or
less. Funds are available to public entities such as municipalities, counties, special-
purpose districts, Indian tribes, and nonprofit corporations. Projects commonly
financed include child care centers, schools, and libraries. In addition, funding may
be used for the purchase of firefighting equipment.
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Housing for Farm Workers

Farm workers are among the most poorly housed and lowest paid workersin the
United States. RHS provides housing for migrant and farm laborers through several
programs. The Farm Labor Housing program, the only national farm labor housing
program, provides loans to public or nonprofit agencies or to farmers to enable them
to build farm labor housing. In States, such as California, many farm laborers are able
to build their own homes through our Mutual Self-Help Housing Program.

Outreach to Native Americans

The Rural Housing Serviceis reaching out to better inform Native Americans
about its programs and is working to overcome institutional barriersto lending on
tribal land. In FY 1999, Single Family Housing direct loans and grants worth $11.5
million were made to buy or to repair homes for 250 Native Americans, including $2
million, to build approximately 37 single family houses on tribal lands. An additional
$16.3 million guaranteed another 232 housing loans made to Native Americans by
private sector lenders. Loans and grants made through the Housing Repair program
totaled over $1.5 million and repaired 270 dwellings.

The Community Facilities Program provided more than $5.5 million in direct
and guaranteed loans and grants to fund 22 essential community facilities benefitting
20 Native American tribesin 13 States. These projectsincluded infrastructure for a
tribal housing project, tribal college classroom buildings, physicians' clinics, child
care centers, amuseum, firetrucks, awell for water, afood preparation center, and
several community centers and general office buildings.

InFY 1999, 3 States used $4 million in Multi-Family Housing funds to build 5
rental housing complexes containing 77 apartments on Native American reservations
or in communities where most tenants are Native Americans. Another $7.7 millionin
guaranteed rura rental loans funded 4 complexes with 286 apartmentsin Arizona and
Alaska. Almost $600,000 in Housing Preservation Grants was provided to nonprof-
itsor tribesin 8 States for the repair of 112 deteriorating single- or multi-family units
that house low-income Native American families.

Expanding the Reach of Federal Resources

Building Partner ships

Partnerships with public bodies, such astowns, counties, and federally recog-
nized Indian tribes, and the private and nonprofit sectors, form the foundation of
several RHS programs. For example, USDA's private, nonprofit partners operate
USDA-funded multi-family housing complexes, looking after the needs of the ten-
ants and maintaining the properties. Partners deliver USDA Community Facilities,
Multi-Family and Single Family Guaranteed L oan programs. They provide fundsto
leverage our loans and help us serve more people. They provide valuable services,
such as loan packaging and homebuyer education and outreach. As Federal human
and monetary resources shrink, these partnerships will become even more crucial to
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daily operations. Therefore, USDA is actively reaching out to organizations whose
goals and missions complement those of the Department. This section describes a
number of different types of partnershipsfound in RHS programs, from homeow-
nership to child care, and multi-family housing managersto leveraging.

Guar anteed L oan Programs

Some of USDA’'s most important partnerships are created through itsloan
guarantees. RHS has |oan guarantee programs in the Single Family, Multi-Family
Housing, and Community Facilities programs. This type of loan guaranteeisa
collaboration with local lenders by which the lender funds the loan and RHS issues
aguarantee for up to 90 percent of the amount of the loan. With the assurance of RHS
to protect them in case of default, banks are more confident and willing to extend
eligibility to awider range of customers. For example, a prospective homeowner
unable to afford a downpayment could still buy a home because he or she could
borrow the full amount using alender backed by a USDA guarantee.

President’s National Partnersin Homeowner ship

In 1996, the Rural Housing Service joined President Clinton’s National Partners
in Homeownership, as part of the Presidential initiative to provide the American
dream of homeownership to as many Americans as possible by the year 2000. In the
third quarter of 1999, 8.7 million more families owned homes than when President
Clinton took office in 1993.

This homeownership initiative sets up a partnership between government and the
private sector to address homeownership issues at the local level. The partners work
to enhance the relationship between Federal, State, and local government and the
private sector and to expand homeownership opportunities. This has been a great
success with the homeownership rate currently at the highest rate in recorded history.
RHS has helped realize President Clinton’s homeownership goals ahead of schedule.
Asof May 2000, more than 75 percent of rural households currently own their
homes.

The Rural Home L oan Partnership

The Rural Home Loan Partnership (RHLP), begun in 1996 under the President’s
National Partnersfor Homeownership initiative, makes private credit more accessible
for eligible low-income borrowers. The founding partnersincluded RHS, Rural Local
Initiatives Support Corporation (Rural L1SC), and the Federal Home Loan Bank
System. However, RHL P has expanded each year since itsinception dueto its
success. In 1999, the partnership at the national level grew to include Neighborhood
Reinvestment, Rural Alliance, the Office of Thrift Supervision, the Federal Deposit
Insurance Corporation, and the Office of the Comptroller of the Currency.

The partnership delivers anew single-family mortgage product which enables
families earning 80 percent of area median income or below to achieve homeowner-
ship. RHS provides a subsidized mortgage to cover part of the cost of a house, while
alocal bank finances the remainder. Private, nonprofit community devel opment
corporations identify and counsel eligible borrowers. RHS's partnership with
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community development corporations hel ps direct resources to needy areas, provides
technical assistance, and builds partnerships for other Rural Development initiatives.

Since RHLP began in 1996, it has provided more than $50 million to help 1,100
familiesin 36 States attain the American dream of homeownership. As of May 2000,
there are 177 local partnershipsin 45 States and two territories, projected to finance
1,348 new homeowners in 2000.

Community Development Financial I nstitution Partner ship

The Community Development Financial Institution Partnership was created
in 1998 between RHS and various community development financia institutions
(CDFI’s) throughout the country. The purpose of the partnership isto provide
homeownership opportunities to low-income applicants by combining the resources
of RHS and CDFI’s.

CDFI's are specialized private institutions that serve popul ations whom tradi-
tional financial institutions are not serving. They provide awide range of financial
products and services to underserved communities. Some of these servicesinclude
mortgage financing for first-time homebuyers and basic financial services needed
by low-income households. RHS and the CDFI’'s have a common goal of working
to build stronger communities through creating healthy local economies, restoring
communities, generating local tax revenues, and empowering residents by increasing
homeownership. In most cases, other partners are included in the partnershipsto
provide homeownership counseling and sometimes additional sources of leveraged
funds.

In FY 2000, the Rural Housing Service set aside more than $63 million for
RHLPand CDFI initiatives, which will leverage about $40 million in private
financing and other funds, for atotal program level in excess of $100 million.

Rural Utilities Service

SDA Rural Utilities Service (RUS) programs, including Rural Telephone Bank

(RTB) programs administered by RUS, touch the lives of tens of millions of
rural people daily. Through project financing and technical assistance, RUS builds
infrastructure to provide rural businesses and households with modern telecommuni-
cations, electricity, and water. Today, this also means bringing the “information
superhighway” to rural America.

RUS isapartner with rural business and economic development efforts,
providing infrastructure that is the foundation for competitiveness. It is atechnical
and financial resourcein atime of change for rural utilities.

Rural Telecommunications L oans and L oan Guar antees build modern rural
communications systems that provide rural areaswith “on ramps’ to the information
superhighway by making financing available for telecommunications facilities. Loans
made to rural telephone cooperatives and companies help bring reliable and afford-
able telecommunications services to more than 15 million rural Americans.
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Welfare to Work at the USDA Centralized Service Center

= InJduly 1997, in response to President Clinton’s Federal Welfare to
Work initiative, the Centralized Service Center (CSC) in St. Louis,
MO, hired its first Welfare to Work employee. Since then, the CSC
has hired 22 more employees under this program, and 20 are still
employed by USDA — a 90-percent success rate. Several factors
contribute to the success of this program.

= The CSC works in partnership with Hope House, a transitional ser-
vice agency. Hope House refers candidates for the initiative, providing
day care, skill training, and even housing for them. At USDA, trainees
complete an orientation session that helps them understand how the
working world operates. Each trainee is assigned a mentor who
assists and advises him or her on work-related problems, as well as
personal ones.

= Currently, all Welfare to Work employees at CSC are initially hired
as Customer Service Representatives in the CSC Customer Service
Telephone Center. Working in the Telephone Center helps the
trainees because they receive indepth training on all areas of
CSC operations. Additionally, they can take advantage of the flexible
scheduling available in the Telephone Center and rely on a special
supervisory team to give them individual support and training. Once
trainees have made the transition into a working environment, they
have the opportunity to apply for other positions.

= Here is an example of the success of the CSC’s Welfare to Work
program. When one employee started as a trainee, she found it
difficult to handle her work schedule and meet the demands of
her family. Her CSC mentor and supervisor gave her the support,
encouragement, and flexible schedule she needed to succeed, and
gave her advice regarding several important personal decisions. Now,
this employee has a permanent position in the Telephone Center and
is attending junior college. She plans to earn her associate degree in
computer science by the end of the year 2000.

Rural Electric Loans and L oan Guar antees provide reliable, safe, and afford-
able electricity to rural America by financing power distribution, generation, and
transmission systems. L oans are made to nonprofit and cooperative associations,
public bodies, and other utilities which serve more than 25 million rural Americans.

Distance L ear ning and Telemedicine L oans and Grants bring distance learn-
ing and telemedicineto rural America. Education and adequate medical care are
crucial to the survival of rural communities, but are becoming increasingly difficult
to provide. This program employs innovative ways to use telecommunications infra-
structure to extend the reach of educational and medical expertise into communities
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without those resources. The loan program has been expanded to broaden the use of
rural telecommunications infrastructure.

Water and Waste Disposal L oans and Grants develop water and waste
disposal systems (including solid waste disposal and storm drainage) in rural areas
and towns with populations of less than 10,000. The funds are available to public
entities such as municipalities, counties, special-purpose districts, Indian tribes, and
nonprofit corporations. RUS also guarantees water and waste disposal loans made by
banks and other eligible lenders.

The Water 2000 I nitiative is an ambitious undertaking to extend safe, depend-
able drinking water to rural communities. At least 2.2 million rural people live with
critical quality and accessibility problemswith their drinking water, including an
estimated 730,000 people who have no running water in their homes. Sinceiit started
in 1994, Water 2000 has already improved drinking water quality or provided a
public water supply for thefirst time to some 2.5 million people in more than 1,300
rural communities nationwide.

Office of Community Development

SDA Rural Development’s Office of Community Devel opment administers the

Empowerment initiative, a Presidential initiative designed to provide economi-
cally depressed rural areas and communities with real opportunities for growth and
revitalization. Its mission: to create self-sustaining, long-term economic devel opment
in areas of pervasive poverty, unemployment, and general distress, and to demon-
strate how distressed communities can achieve self-sufficiency through innovative
and comprehensive strategic plans devel oped and implemented by alliances among
private, public, and nonprofit entities.

In thefirst selection round, announced in December 1994, 3 rural Empowerment
Zones (EZ) and 30 rural Enterprise Communities (EC) were designated by President
Clinton and Vice President Gore. Each EZ isreceiving $40 million and each EC $3
million in aFederal grant. This one-time, 10-year grant isin addition to funding ben-
efits and tax incentives. In the second round, announced in December 1998, Clinton
and Gore designated an additional 5 rural Empowerment Zones and 20 rural
Enterprise Communities. Each of these EZ’s has so far received $2 million and each
EC received $500,000 in two initial Federal grants. Additional funding benefits and
tax incentives are also available to Round |1 communities. Further, designated com-
munities qualify for earmarks of program funds from Rural Development agencies.

Community Empowerment

There are no written guidelines or formulas to give to communities regarding
community empowerment. Community empowerment is aflexible, evolving process
that is different for each community. It includes a number of tangible and intangible
benefits that will enable a community to achieveits goals. The basic elements of
community empowerment include:
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m Learning to useits own initiative to secure resources from many sources
(Federal, State, local, corporate, foundations, etc.) to implement its strategic

plan, and

m Using citizen participation on the board and in program administration to
improve, through experience, the community’s ability to manage its programs
and monitor the programs of its sub-grantees.

Round | Empowerment

Zones

Kentucky Highlands—KY
Mid-Delta—MS

Rio Grande Valley—TX

Round | Enterprise

Communities

Chambers County—AL

Greene & Sumter Counties Rural—AL
East Central Arkansas—AR
Mississippi County—AR

Arizona Border Region—AZ
Imperia County—CA

City of Watsonville—CA

Jackson County, Florida—FL
Crisp/Dooly—GA

Central Savannah River Area—GA
Northeast Louisiana Delta—LA
Macon Ridge—LA

L ake County—MI

City of East Prairie—MO

North Delta Mississippi—M S
Halifax/Edgecombe/Wilson—NC
Robeson County—NC
LaJicarita—NM

Greater Portsmouth—OH
Southeast Oklahoma—OK
Josephine County—OR

City of Lock Haven Federal—PA
Williamsburg-L ake City—SC
Beadle/Spink/South Dakota—SD
Fayette County/Haywood County—TN
Scott/McCreary Area—TN
Accomack-Northampton, Virginia—VA
Lower Yakima County Rural—WA
Central Appalachia—WV
McDowell County—WV

Round Il Empowerment

Zones

Desert Communities—CA
Southwest Georgia United—GA
Southernmost Ilinois Delta—IL
Lake Aggasiz—ND

Oglala Sioux Tribe—SD

Round 1l Enterprise

Communities

Metlakatla Indian—AK

Four Corners—AZ

Central Cdlifornia—CA
Empowerment Alliance of Southwest
Florida—FL

Molokai—HiI

Town of Austin—IN

Wichita County—KS

Bowling Green—KY

City of Lewiston—ME

Clare County—MlI

Fort Peck Assiniboine and Sioux Tribe—MT
City of Deming—NM

Tri County Nations—OK
Fay-Penn—PA

Allendale ALIVE—SC
Clinch-Powell—TN

Middle Rio Grande—TX

Tri-County Rura—WA
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Champion Communities

More than 200 rural communities organized and completed the valuable strategic
planning process as part of their application for the initiative. To assure that their
important work produced continuing benefits to these communities, USDA has
offered them special designations as “ Champion Communities’ and provided contin-
uing assistance to them. As of May 2000, 99 communities have accepted this chal-
lenge and have signed agreements with USDA..

National Centers of Excellence: College and University Partner ship Project

Local capacity building to help communities sustain their economiesis being
enhanced through a 1-year partnership between six rural colleges and USDA. The six
colleges and universities assist EZ/EC communities with strategic plan implementa-
tion through training programs and other sources of expertise.

National Centersof Excellence: Tribal College Partnership

A related initiative helps tribal communities devel op empowerment programs
through the technical assistance of four tribal colleges. With assistance from USDA,
the four colleges are devel oping programs of training and community serviceto
address the critical needs of the communities they serve. Theinitiative responds to
President Clinton’s Executive Order 13021, which asked Federal departments and
agencies to integrate American Indian tribal collegesinto their programs.

Rural Economic Area Partner ship (REAP) Zones

Rural areasin the Northern Great Plains face unique challenges due to their
isolation, low-density populations, and changing economic base. Rather than high
poverty, these areas are challenged by declining populations slowing economic activ-
ity, and growing difficulty in providing public services. To counter these troubling
trends, two REAP zones were established in multi-county areas of North Dakota.

Rural areasin the southern tier of New York face unique challenges due to their
isolation, low-density populations, and changing economic base. Rather than high
poverty, these areas are challenged by declining populations, job loss, slowing
economic activity, and growing difficulty in providing public services. To counter
these troubling trends, two REAP Zones were established in multi-county areas of
New York.

Southwest Border Regional Partner ship

In response to Vice President Gore's challenge that EZ/EC adopt regional
approaches to planning and problem-solving, Empowerment Zones, Enterprise
Communities, and Champion Communities from the Southwest border region formed
the Southwest Border Region Partnership.

A challenge that the Vice President issued in April 1997 at the White House
Empowerment Conferencein Detroit was a primary catalyst in the creation of the
Southwest Border Task Force. During this conference, the Vice President asked
Empowerment Zones and Enterprise Communities to combine their efforts and adopt
aregional approach to revitalize their communities. The Southwest Border
Partnership, aregional organization composed of EZ’s, EC’s, and Champion
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Communities from Texas to California, was created in response. This partnership,
along with efforts undertaken by a number of other groups, inspired Executive Order
13122 which created the President’s Interagency Task Force on the Economic
Development of the Southwest Border on May 25, 1999.

Thetask force reportsto the Vice President and is chaired by Dan Glickman,
Secretary of Agriculture, with Lawrence Summers, Secretary of the Treasury, and
Alexis Herman, Secretary of Labor, serving as co-chairs. Its primary mission isto
promote increased coordination between Federal agencies and better leverage
existing programs and initiatives to create the conditions necessary for sustainable
economic development in the Southwest Border Region—one of the most
economically distressed areas of the country.

On May 25, 2000, thefirst anniversary of the task force's creation, the task force
submitted itsfirst annual report which contains approximately 14 new initiatives and
48 recommendations aimed at filling existing gapsin current Federal programs
targeted at the border and opening new avenues through which to encourage sustain-
able development in the region.

Delta Regional Initiative

The Mississippi Deltaalso has asimilar regional initiative to eliminate poverty
and economic distress in the counties of the lower Mississippi Delta. Seven Delta
States were involved in aLower Mississippi Delta Development Commission study
of poverty that began in 1989. The Delta Regional Initiative joins the Southern
EZ/EC forum, The Lower Mississippi Delta Development Center (formerly
Commission), The Foundation for the Mid-South, and The Enterprise Cooperation
of the Deltain a partnership agreement to develop along-range strategic plan and
implement the recommendations from the L ower Mississippi Delta Devel opment
Commission’s Report—"The Delta Initiative.” The Delta Regional Initiative includes
both urban and rural EZ and EC from 219 countiesin 7 States.

Over the past 7 years, USDA Rura Development has provided nearly $3.5
billion in financial assistance to the Delta region. The USDA investments announced
in May 2000 include $30.3 million for clean drinking water and safe wastewater dis-
posal systems, $14.5 million for rural businesses, $470,000 for community facilities,
and $228,000 for self-help housing devel opments, where low-income people become
homeowners by providing most of the labor needed to build their homes. Specific
projectsinclude:

= A $3 million business|oan for the Bethel Grain Company in Franklin County,

IL, to make building modifications and purchase equipment needed to manu-
facture value-added corn products, including those used in cereals and corn
meal for export markets. Thisloan will help the company create or save 63
jobsin a high-unemployment part of the State and will help boost corn prices
for corn growersin the area.

= A $1.56 million loan and grant combination to help expand awater treatment

plant in Lauderdale County, TN, which will provide a safe, dependable drink-
ing water supply for 3,600 residents.
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= A $420,000 business loan to the Arkansas Rural Water Association to
construct atraining facility in Lonoke, AR, where water technicians from

small, rural water districts can be trained.

= A $31,000 grant to make repairs and improvements at arural day care center
in Caldwell County, KY, which provides service to acommunity of 1,500

people.

= A $50,000 business grant to Alcorn State University in Mississippi to add
arefrigeration system at afarm and craft market in Natchez, benefitting

vegetable growers and crafts people in afive-county area.

Selected Accomplishments by Rural Empowerment Zones and
Enterprise Communities (EZ/EC) as of April 2000
New businesses attracted to Rural Empowerment Zones

and Enterprise Communities 255
Businesses served through Intermediary Relending

Programs/Revolving Loans/Micro Loans 448
Businesses served through business development

and job training initiatives 1,576
Businesses started through incubators and entrepreneurial initiatives 167
Clients placed in jobs through career planning

and job placement programs 2,133
Clients served through business development

and job training initiatives 12,021
Jobs created or saved 12,041
New loan funds established for business development and job training 36
Loans provided for business development and job training 638
New electric, gas, and water/drainage hookups 513
New or improved water/drainage system 47
New/upgraded computers provided 746
Number of new staff members hired to work in EZ/EC Communities 158
Number of staff trained in EZ/EC Communities 1,693
Number of new houses constructed and houses rehabilitated 1,979
Number of new health care professionals hired and health care

providers trained 89
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For More Information:

Rural Development

Acting Director, Legislative & Public
Affairs

Gladys Rodriguez

Rm 5039-S

Washington, DC 20250

202-720-1019

FAX 202-690- 4083
gladys.rodriguez@usda.gov

Deputy Public Affairs Director
Dan Campbell

Rm 5040-S

Washington, DC 20250
202-720-6483

FAX 202-690-4083
dan.campbel | @usda.gov

Deputy L egislative Director
Brenda Morton

Rm 2123-S

Washington, DC 20250
202-720-2367

FAX 202-690-0311
bmorton@rurdev.usda.gov

Freedom of Info Act Officer
Dorothy Hinden

Rm 0361-S

Washington, DC 20250
202-690-0031

FAX 202-692-0034
dhinden@rdmail.rural.usda.gov
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Farm and Foreign Agricultural
Services

Farm Service Agency

Mission

The Farm Service Agency (FSA) mission is to ensure the well-being of
American agriculture and the American public through efficient and equitable admin-
istration of agricultural commodity, farm loan, conservation, environmental, emer-
gency assistance, and domestic and international food assistance programs.

Vision Statement

FSA is acustomer-driven agency with a diverse and multi-talented workforce,
empowered and accountable to deliver programs and services efficiently, and dedi-
cated to promoting an economically viable and environmentally sound American
agriculture.

What Is FSA?

FSA was established under an USDA reorganization in 1994, incorporating pro-
gramsfrom severa agencies, including the Agricultural Stabilization and Conservation
Service, the Federal Crop Insurance Corporation (now a separate Risk Management
Agency), and the Farmers Home Administration. Though its name has changed over the
years, the agency’s rel ationship with farmers dates back to the 1930's.

Congress set up a unique system under which Federal farm programs are locally
administered. Farmerswho are eligible to participate in these programs elect a three-
to five-person county committee that reviews county office operations and makes
many of the decisions on how to administer the programs. This grassroots approach
gives farmers a much-needed say in how Federal actions affect their communities
and their individual operations. After more than 60 years, it remains a cornerstone of
FSA's efforts to preserve and promote American agriculture.

1996 Farm Bill

The Federal Agriculutre Improvement and Reform Act of 1996 (the 1996 Act)
significantly changed U.S. agricultural policy by removing the link between income
support payments and farm prices. Farmers who participated in the wheat, feed
grains, cotton, and rice programs in any one of the previous 5 years could enter into
7-year production flexibility contracts and receive a series of fixed annual “transition
payments.” These payments are independent of farm prices and specific crop produc-
tion, in contrast to the past, when deficiency payments were based on farm prices and
the production of specific crops.
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The Federal Government no longer requires land to be idled, nor doesit deny
payments if farmers switch from their historical crops. The contract, however,
requires participating producers to comply with existing conservation plans for the
farm, wetland provisions, and planting flexibility limits, such as restrictions on
planting fruits and vegetables, and to keep the land in agricultural uses.

The 1996 Act provided for a one-time signup in 1996 for producers to enter into
production flexibility contracts. There will be no additional signups except for certain
lands coming out of the Conservation Reserve Program. Farmers who entered into a
contract are also eligible for market transition loans and |oan deficiency payments.
Recently, Congress made all farms eligible for loan deficiency payments for the 2000
crop year.

Marketing Assistance Loan Programs

FSA administers commaodity loan programsfor barley, corn, honey, grain
sorghum, mohair, oats, oilseeds, peanuts, rice, sugar, tobacco, wheat, and upland and
extra-long-stapl e cotton.

The agency provides the operating personnel for the Commodity Credit
Corporation (CCC), which provides assistance with respect to products of certain
agricultural commaodities through loans and purchases. This provides farmers with
interim financing and hel ps maintain balanced and adequate supplies of farm com-
modities and their orderly distribution throughout the year and during times of sur-
plus and scarcity.

Instead of immediately selling the crop after harvest, afarmer who grows an eli-
gible crop can store the produce and, normally, take out a*“nonrecourse” loan for its
value, pledging the crop itself as collateral. “Nonrecourse” means that the producer
can discharge debtsin full by forfeiting or delivering the commodity to the Federal
Government.

The nonrecourse loan, where available, allows farmersto pay their bills and
other loan payments when they become due, without having to sell crops at atime of
year when pricestend to be at their lowest. L ater, when market conditions are more
favorable, farmers can sell their crops and repay the loan with the proceeds. Or, if the
prevailing price of the crop remains below the loan level set by CCC, farmers can
keep loan proceeds and forfeit the crop to CCC instead. The repayment rate may also
be adjusted, in some instances, by USDA to minimize forfeitures and the costs of
storing commodities and to allow commodities produced in the United States to be
marketed freely and competitively, both domestically and internationally. When
repayment rates are set below the loan level during periods of low prices, producers
realize amarketing loan gain. Loan deficiency payments may also be offered in lieu
of marketing assistance loans when repayment rates are below the loan level.

CCC loan rates will be designed to keep crops competitive in the marketplace.
A producer must have entered into a production flexibility contract to be eligible for
nonrecourse marketing assistance |oans for wheat, feed grains, rice, and upland
cotton. Any production of a contract commodity by a producer who has entered into
aproduction flexibility contract is eligible for loans.



Nonrecourse loans are also generally available for extra-long-staple cotton,
honey, mohair, oilseeds, peanuts, tobacco, raw cane sugar, and refined beet sugar,
regardless of whether or not the producer has entered into a production flexibility
contract. Price support for the marketing quota crops—tobacco and peanuts—is made
available through producer |oan associations. By law, these programs must operate at
no net cost to the U.S. Treasury other than costs associated with all price support pro-
grams, and no-net-cost and various assessments are applied to accomplish the result.

Commodity Purchase Programs

Humanitarian assistance under the President’s Wheat Initiative reached record
levelsin 2000, removing 5 million metric tons of wheat, valued at $600.2 million,
from the domestic market and sending it to feed hungry people in needy countries.

During Fiscal Year (FY)1999, FSA furnished about 8.5 million metric tons (MT)
of U.S. commaodities under food aid programs, more than five times the previous
year’'s 1.6 million MT, and the largest tonnage in at least 25 years.

Forfeitures under nonrecourse commoadity loan programs are not the only means
by which CCC acquires inventory. Under the dairy price support program, CCC buys
surplus butter, cheese, and nonfat dry milk from processors at announced pricesto
support the price of milk. These purchases help maintain market prices at the legis-
lated support level.

CCC can store purchased food in over 10,000 commercia warehouses across the
Nation approved for this purpose. However, commodity inventories are not simply
kept in storage. FSA employees work to return stored commodities to private trade
channels. At the agency’s Kansas City Commaodity Office in Kansas City, MO, FSA
merchandisers regularly sell and swap CCC inventories using commercial telecom-
munications trading networks.

Beyond the marketplace, CCC commaoditiesfill the need for hunger relief both
in the United States and in foreign countries. FSA employees work closely with
USDA’s Food and Nutrition Service to purchase and deliver foods for the National
School Lunch Program and many other domestic feeding programs. CCC also
administers the Food for Peace Program and other humanitarian activities utilizing
the resources of private voluntary organizationsin order to use these farm products to
fight hunger worldwide.

Disaster Assistance Available From FSA

The year 1999 saw natural disasters from coast to coast. USDA’s Farm Service
Agency helped farmers who grow crops that are not eligible for crop insurance to
recover from disasters by providing $50 million through the Non-insured Assistance
Program (NAP).

The noninsured crop disaster assistance program (NAP) provides producers
of eligible crops with protection comparable to the catastrophic risk protection plan
of crop insurance (see USDA’'s Risk Management Agency). NAP helps reduce
production risks faced by producers of crops for which Federal crop insurance
is not available. It also reduces financial losses that occur when natural disasters
cause a catastrophic loss of production or prevented planting of an eligible crop.
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Eligible cropsinclude certain commercial crops or other agricultural commodi-
ties (except livestock):

= for which catastrophic risk protection under section 508(b) of the Federal

Crop Insurance Act is not available; and

m that are produced for food or fiber.

Crops specifically included by statute include floricultural, ornamental nursery,
and Christmas tree crops, turfgrass sod, seed crops, aguaculture (including ornamen-
tal fish), and industrial crops.

When damage to a crop or commodity occurs as aresult of anatural disaster,
producers requesting NAP assistance must meet certain requirements.

Emergency Loans

From the historic East Coast drought to raging fires in the West, Mother Nature
was particularly harsh in 1999. Responding to thiscrisis, FSA increased emergency
lending by 222 percent, making $303 million available to 3,970 farmers, the highest
level sincefiscal year 1985.

FSA provides emergency loansto help cover production and physical lossesin
counties declared disaster areas by the President, or designated as such by the
Secretary of Agriculture or the FSA Administrator (physical loss loans only).
Emergency loans also are available in counties contiguous to such disaster areas.
These loans are made to qualifying established family farm operators. Loans for crop,
livestock, and non-real-estate losses are normally repaid in 1 to 7 years, and in specia
circumstances, up to 20 years. Loans for physical lossesto real estate and buildings
are normally repaid in 30 years, and in special circumstances, up to 40 years.

Other Assistance

The continued plunge in commodity prices caused atremendous increase in
L oan Deficiency Payments (LDP), aprevioudly little used provision of the 1996
Farm Bill. FSA delivered $3,835,816,000 in LDP paymentsto U.S. farmers, a 20-fold
increase over 1997.

U.S. farmers also received more than $5.6 billion under the Production
Flexibility Contract program.

Hog pricesin 1999 continued to remain at low levels not seen since the Great
Depression. USDA responded to this situation and used section 32 funds for thefirst
time in four decades, paying hog farmers over $123 million under the Small Hog
Operators Payment Program.

U.S. dairy farmers benefitted from nearly $200 million paid through the Dairy
Market L oss Assistance Program, following the steepest decline in wholesale prices
in history.

In 1999, record-low commaodity prices and a seemingly endless string of natural
disasters made it one of the toughest years ever for America's farmers and ranchers.
A record $21.5 hillion in direct payments, the highest in history, was provided in
assistance to America’s farmers and ranchers in calendar year (CY)1999, including
over $5 billion in market |oss assi stance payments, over $600 million in livestock and
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dairy assistance, and over $1.4 billion in Conservation Reserve Program payments.
Almost $2 billion in Crop Loss Disaster Assistance Program payments were i ssued,
the largest crop loss disaster program ever administered by USDA. The previous high
was $16.7 billion in 1987.

USDA implemented severa programsto assist farmers and ranchers. One of these,
the Flood Compensation Program, disbursed $42 million to producers whose agricul -
tural land was subject to long-term flooding and was therefore unable to be used for
crop production or grazing. This assistance was provided to producersin five States,
and especially to producersin North and South Dakota. Flooding in these areas began
asearly as 1993 and continued through 1999. Thisfinancia relief helped support the
family farmer in thistime of great hardship in the agricultural community.

Another such disaster relief program, the Livestock Indemnity Program, helps
livestock producers who suffered losses from recent natural disasters. It provides a
partial reimbursement to eligible producers for livestock losses. The $200 million
funding was authorized by the Agriculture Rural Development, Food and Drug
Administration and Related Agencies Appropriations Act, 2000, and compensated
roughly 168,000 livestock producers for losses that occurred in 1999 because natural
disasters destroyed their livestock.

FSA and CCC have several programs that are activated and funded by congres-
sional action during certain types of disasters. Among these are the Tree Assistance
Program, which provides paymentsto eligible tree and vineyard growers who
incurred losses due to natural disasters, including losses caused by freeze, excessive
rainfall, floods, drought, tornado, and earthquakes.

Congress al so authorized the expenditure of $225 million to help dairy producers
who suffered economic lossesin calendar year (CY) 1999.

Emergency Conservation Program

The Emergency Conservation Program provides emergency cost-share funding
for farmers to rehabilitate farmland damaged by natural disastersthat create new
conservation problems which, if not treated, would:

® impair or endanger the land,

m materially affect the productive capacity of the land,

® represent unusual damage which is not the type likely to recur frequently

inthe same area,

® be so costly to repair that Federal assistanceis or will be required to return

the land to productive agricultural use.

The assistance may be used for: removing debris from farmland; grading,
shaping, and releveling farmland; restoring livestock fences; and restoring irrigation
structures.

FSA issued $93 million in Emergency Conservation Program assistance to 42
Statesin CY 1999 to help farmers and ranchers rehabilitate farmland damaged by the
year’s droughts, floods, hurricanes, and other natural disasters.

91



Farm Loans

The downturn in the farm economy created cash-flow problems for many pro-
ducersin 1999. FSA was there, processing over $3.8 billion in credit to 37,500 family
farmers, an increase of 77 percent over last year and a 15-year high. In fact, FSA
loaned more money in the first 6 months of fiscal year 1999 than all of fiscal year
1998.

FSA offers direct and guaranteed farm ownership and operating loan programsto
farmers who are temporarily unable to obtain private, commercial credit and who
meet other regulatory criteria. Often, these are beginning farmers who cannot qualify
for conventional loans because they have insufficient net worth. The Agency also
hel ps established farmers who have suffered financial setbacks from natural disasters,
or whose resources are too limited to maintain profitable farming operations.

Under the guaranteed farm loan program, the Agency guarantees loans made by
conventional agricultural lenders for up to 95 percent of principal, depending on the
circumstances. The lender may sell the loan to athird party; however, the lender is
always responsible for servicing the loan. All loans must meet certain qualifying cri-
teriato be eligible for guarantees, and FSA has the right to monitor the lender’s ser-
vicing activities. Farmersinterested in guaranteed |oans must apply to a conventional
lender, who then arranges for the guarantee.

For those unable to qualify for a guaranteed loan, FSA a so lends directly. Direct
loans are made and serviced by FSA officials who also provide borrowers with super-
vision and credit counseling. Funding authorities for direct loans are limited, and
applicants may have to wait until funds become available. To qualify for adirect farm
ownership or operating loan, the applicant must be able to show sufficient repayment
ability, pledge enough collateral to fully secure the loan, and meet other regul atory
criteria.

In 1999, FSA dealt with an unprecedented demand for farm loans and farm guar-
antees from farmers and ranchers unable to obtain vital credit elsewhere. FSA pro-
vided over 37,000 loans and loan guarantees, totaling $3.9 billion—an increase of 77
percent over the previous year, and a 15-year high. Along with that, emergency lend-
ing increased to $329 million (3,970 farmers), the highest level since 1985. FSA pro-
vided 21,900 direct loans, ($1.4 billion) and 15,690 guaranteed loans ($2.5 billion).

The Farm Service Agency staff processed 21,900 direct loans totaling $1.28 bil-
lion, and 15,680 guaranteed loans totaling $2.5 billion.

USDA's FSA processed over 8,436 loans totaling $688.7 million to beginning
farmers, an increase of 38 percent from fiscal year 1998. FSA provides both direct
and guaranteed loans to beginning farmers and ranchers, helping bridge the gap to
commercia credit sources.

The current farm crisis al so highlighted the need for a strong farm and home
plan. FSA staff put special emphasis on assisting qualified applicantsin developing
sound farm management practices, analyzing problems, and planning the best use of
available resources essential for success in farming or ranching.

Between 1995 and 1999, FSA increased its lending to Native Americansby 175
percent, making 544 direct loans last year (up from 308 in 1995), totaling over $29
million (up from $11 million in 1995), a 265-percent increase in direct lending. FSA
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increased overall lending to the socially disadvantaged by 44 percent, from
$186,704,000 in 1998 to $269,284,000 in 1999.

Conservation Programs

In the vital conservation arena, CCC continued its progress in saving our natural
resources. During 1999, CCC accepted 253,000 acres in the Conservation Reserve
Program (CRP) continuous sign-up (wherein producers can sign up at any time for
certain high-priority conservation practices, such asfilter strips and riparian buffers.)

Also enrolled were 5 million acres in the regular (competitive) CRP, the Federal
Government’s single largest environmental improvement program.

CRP protects our most fragile farmland by encouraging farmers to stop growing
crops on highly erodible and other environmentally sensitive acreage. In return for
planting a protective cover of grass or trees on vulnerable property, the owner
receives arental payment each year of amultiyear contract. Cost-share payments are
also available to help establish permanent areas of grass, legumes, trees, windbreaks,
or plants that improve water quality and give shelter and food to wildlife.

Another conservation program, the Conservation Reserve Enhancement
Program, is part of the CRP. This program shields millions of acres of American top-
soil from erosion by encouraging the planting of protective vegetation. By reducing
wind erosion aswell as runoff and sedimentation, it also protects air and groundwater
quality and helps improve countless lakes, rivers, ponds, streams, and other bodies of
water.

State governments have the opportunity to participate in this groundbreaking
environmental improvement effort. CCC provides incentives to agricultural produc-
ersto participate, while State governments contribute specialized local knowledge,
technical help, and financial assistance. The result is an environmental enhancement
effort tailored to the specific environmental needs of each State.

In 1999, North Carolinaand Delaware signed agreements with FSA under the
Conservation Reserve Enhancement Program, which provides for the protection of
nationally significant estuaries and rivers. This Federal and State partnership restores
riparian areas to reduce sediment and nutrients from entering our Nation's waters.
Thusfar, 11 States have signed agreements with USDA..

FSA workswith USDA's Natural Resources Conservation Service and other
agencies to deliver other conservation programs, including the Environmental
Quality Incentives Program (EQIP). EQIP helps farmers and ranchers improve
their property to protect the environment and conserve soil and water resources.
Participants can take advantage of education in new conservation management
practices, technical support, cost-share assistance, and incentive payments.

Where To Get More Information on FSA Programs

Further information and applications for the programs described in this chapter
are available at local FSA offices. These are usually listed in telephone directories
under “U.S. Department of Agriculture, Farm Service Agency.” FSA State offices
supervise the Agency’s local offices and are usually located in the State capital or
near the State land-grant university.

For further information on FSA programs, contact:
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Success Stories

Mike and Jodie Madison from Seymour, W, have always had a passion for
farming, and FSA played a big part in making their dreamto purchase their
own farm come true. Snce the Madisons did not have sufficient cash-flow or
collateral, they were unable to meet the required commercial standardsto
obtain a conventional loan fromlocal lending institutions. They sought and
secured a beginning farmer loan from FSA. Mike, 28, and Jodie, 25, fed that
investing money wisdly isimportant and won't move ahead on any project
unlessit is something they can afford to do. All funds received from FSA go
toward farmimprovements. The Madisons feel FSA hel ped fulfill their dreams
of owning and operating Mike's parents farm by providing funds at termsthat
would have been difficult to get from a conventional lender.

A programfor at-risk high school students, jointly funded by FSA and Alcorn
Sate University, recently concluded in Mississippi. FSA provided $40,000in
funding which reached 125 studentsin North Bolivar, MS Many residents of the
town and county, an historic all-Black community, grow sweet potatoes, pep-
pers, and peanuts; and the program was devel oped to interest studentsin agri-
cultural careersother than farming. Using cooperative studies, career
awareness seminars, study tours, mentoring, and hands-on experience, the pro-
gram exposed the students to a comprehensive survey of agricultural and busi-
NEess experiences.

Heping Feed the Hungry

California FSA sponsored a major small farm conferencein partnership with
the University of California. The conference focused on urban-rural interface
and the Sate’'s small-scale and family farms. It brought together farmersand
teachers, agency professionals, scientists and policymakers, food professionals,
environmentalists, and community activists. More than 40 wor kshops covered
sustainable farming practices, farmers markets, specialty products, alternative
marketing, successful farm-to-city models, agriculture and food policy, and
agriculture and food education.

California FSA launched a high-profile ag-for-kids programin an effort to
reach theincreasingly urban population in California. FSA launched this pro-
gramto improve the under standing of the importance and value of agriculture.
FSA devel oped an expanding I nternet site with information related to the State's
agriculture. Within FSA, the site consistently has the top reader ship of all field
Sites.

The USDA Fidd Gleaning and Food Recovery Team received the Vice
President’'s Hammer Award. FSA, other Federal agencies, and nonprofit orga-
nizations pioneered an innovative and cost-€effective way to recover food from
orchards and fiel ds owned by FSA producers. The partnership has helped
recover over 4 million pounds of food, enough food to fill 200 Boeing 767 cargo
holds, and and has helped give millions of mealsto hungry Americans.
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Tailoring Programsfor Specific Needs

Alarge number of Hmong, Cambodian, and Latino immigrants—many with
agricultural backgrounds—have settled in Massachusetts. The New Entry
Qustainable Farming Project helpsthese “ new entrants’ employ their agricul-
tural talents. The project involves FSA, Tufts University, Massachusetts
Department of Food and Agriculture, Extension Service, land-grant universi-
ties, farmers, small farm organizations, farm cooperatives, marketing, commu-
nity and business groups. The project provides access and instruction to many
groups, fromrecently arrived immigrants to socially disadvantaged groups
seeking alifein farming. Focusing ona“ mentor farmer” approach, the pro-
gram partnerswith existing farm operationsto initiate or expand small-scale
production and apprenticeship training.

Using “ micro-loans’ provided by FSA and other organizations, program
leaders work with organizations and individuals to identify participants, secure
farmland, develop marketing and enterprise linkages, and provide education,
training, and technical assistance.

Nuestras Raices, Holyoke, MA: Spanish for “ Our Roots,” Nuestras Raices
has been providing community gardens for very low-income Latino immigrant
residents, who rely on themfor vegetablesin the summer/fall months. It was
discovered that many of these Latinos had farming backgrounds and wanted to
begin farming in their area. Thefirst step wasto find suitable sites that could be
available.

Nuesta Raices hired a graduate student to survey around Holyoke to identify
land that the new-entry farmers could use. He determined the availability of the
land, rental costs, and its suitability. Thisinformation will provide an important
database for many future farm devel opment opportunities. Nuestras Raicesisa
valuable resource, providing important information to program planners, while
providing fertile ground for these aspiring farmers.

Massachusetts Cambodian Aquaculture Cooperative: Responding to the
need for alocal specialty fish source, the Cambodian Mutual Assistance
Association launched an aquaculture cooperative in Lowell, where 100 pounds
of tilapia are raised every 2 months. The fish are grown in tanks housed in an
early 19th century mill building. Begun with seed money provided through the
USDA 2501 fund, this cooperative will be an important local source for these
specialty fish, which until now had to be purchased from outside the New
England area.

The FSA Small Farmer Outreach Training and Technical Assistance
Program graduated 85 Puerto Rican limited-resource farmers. The program,
begunin 1997 in partnership with the University of Puerto Rico at Mayaguez,
was designed to assist under served limited-resource farmers by teaching man-
agement and financial skills, and by improving accessto FSA and USDA pro-
grams and services. The graduateswill continueto recelveregular farmvisits
and technical assistance. The programisin the second year of a 5-year pro-
gram, pending available funding.
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FSA—Public Affairs

1400 Independence Avenue, S.\W.

Washington, DC 20250-0506

Telephone: 202-720-5237

The FSA home page can be found at http://mwww.fsa.usda.gov

For information on commodity sales and purchases, contact:
FSA Kansas City Commodity Office

P.O. Box 419205

Kansas City, MO 64141-6205

Telephone: 816-926-6301

FSA’'s aeria photographs of U.S. farmlands are used extensively by Government
and private organizations and the public. Order forms and an index are available from
FSA local offices. For more information on photographic services, including high-
altitude photography, contact:

FSA Aeria Photography Field Office

2222 \West 2300 South

Salt Lake City, UT 84119-2020

Telephone: 801-975-3500

Foreign Agricultural Service

The Agency and Its Mission

USDA’s Foreign Agricultural Service (FAS) represents the diverse interests of
the U.S. food and agricultural sector abroad. FAS serves U.S. farmers and other agri-
cultural interests by working to expand markets for U.S. agricultural products,
including fish and forest products, overseas and promoting world food security.

The agency collects, analyzes, and distributes information about global supply
and demand, trade trends, and emerging market opportunities. FAS seeks improved
market access for U.S. products and implements programs designed to build new
markets and to maintain the competitive position of U.S. productsin the global mar-
ketplace.

FAS also carries out food aid programs; operates a variety of congressionally
mandated import and export programs; and manages international technical assis-
tance, research, and economic development activities. FAS helps USDA and other
Federal agencies, U.S. universities, and others enhance the global competitiveness
of U.S. agriculture by mobilizing expertise for agriculturally led economic growth to
increase income and food availability in the developing world. FAS also coordinates
and articulates USDA views on a number of agricultural policy and program issues
ininternational organizations to promote and enhance the interests of USDA and the
U.S. agricultural community.

Formed in 1953 by executive reorganization, FAS is one of the smaller USDA
agencies, with about 950 employees. FAS operates worldwide with staff in 59 posts
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covering more than 130 countries. Washington-based marketing specialists, trade
policy analysts, economists, and others work closely with the overseas staff.
Roughly 70 percent of the annual FAS budget is used to build markets overseas
for U.S. farm products. Thisincludes the funding for all of FAS' trade and attaché
offices overseas, and its work with U.S. commodity associations on cooperative
promotion projects. The remaining funds cover other trade functions, including
gathering and distributing market information, trade policy efforts, international
training and research of mutual benefit, and representation of U.S. agricultural
interestsin multilateral organizations. To get a complete picture of the services
offered and information available for exporters, visit the home page at
http: //mww.fas.usda.gov

Overseas Representation

FAS foreign service officers wear many hats, serving as diplomats, negotiators,
analysts, and marketing representatives for U.S. agricultural producers, processors,
and exporters. The officers provide information used to plan and develop strategies
for improving market access, promoting world food security, protecting U.S. interests
under trade agreements, and devel oping programs and policiesto make U.S. farm
products more competitive. They work with other USDA and Federal agencies, inter-
national organizations, State and local governments, and the U.S. private sector. For
example, in FY 1999, FAS offices overseas submitted more than 3,800 reports from
88 countries, covering 29 different agricultural commaodities of interest to the United
States. They also advise U.S. ambassadors on agricultural matters and represent U.S.
agriculture before the government, trade groups, and public of their host countries.

U.S. Agricultural Trade

U.S. agricultural exports closed out the decade at $49 billion in fiscal 1999,
down 9 percent from 1998 and a full 18 percent below the 1996 record.

Pressures from large supplies and subsequent low prices maintained their grip on
farm commodity markets, although most countries affected by the global financial
crisis were on the path to recovery.

U.S. solid wood products and seafood products fared generally better than agri-
cultural productsin 1999. Wood product sales were down only about 1 percent from
the previous year, while seafood netted a 19-percent increase in export value.

U.S. agricultural imports continued to grow in fiscal 1999, edging up to a new
record of $37.5 hillion. Despite the combination of lower exports and rising imports,
agriculture posted its 40th straight annual trade surplus—albeit the lowest surplus
since 1987—at $11.5 billion. The highest was $27.2 billion in 1996
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Figure 7-1

Nineties close with U.S. agricultural exports at 5-year low,
but well above decade’s start
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Bulk Agricultural Exports Off 11 Percent in FY 1999

Bulk commoditiestook a plungein fiscal 1999, as sagging demand and large
global production brought some of the lowest pricesin decades. While total export
volume for major bulk commaodities rose 15 percent, to 114 million tons, weak prices
more than offset added tonnage. Corn was an exception: a 38-percent increasein
tonnage lifted coarse grainsto a 12-percent value gain. The major factor was reduced
competition from Chinaand Argentina. Aid donations helped prop up wheat export
volume, but export value still dropped 4 percent. Soybean exports plummeted 23
percent, reflecting large global supplies, weak demand, and rock-bottom prices.
Cotton fared worse, with sharply reduced volume from the small U.S. crop and low
prices. Total U.S. bulk commodity exports were $10 billion below fiscal 1996's
$28.8 hillion.

98



Table 7-1.
U.S. bulk commodity exports, FY 1998-99

FY 1998 FY 1999 1998-99 change
Commodity —3 million— Percent
Coarse grains 4,991 5,607 +12
Soybeans 6,137 4,748 -23
Wheat 3,805 3,664 -4
Tobacco 1,448 1,376 -5
Cotton 2,543 1,323 -48
Rice 1,138 1,015 -11
Pulses 319 270 -15
Peanuts 203 188 -7
Other 359 376 +5
Total 20,942 18,566 -11

Note: Fiscal years are October-September (i.e., fiscal 1999 ran Oct. 1, 1998-Sept. 30, 1999).

Exports of Intermediate Agricultural Products Down
12 Percent

U.S. exports of intermediate agricultural products dropped 12 percent in fiscal
1999 to the lowest level since 1994. Most product categories were down, with sharp
declines for soy meal, soy oil, hides, and animal fats. Large South American supplies,
intense competition, and lackluster world demand were the major factors affecting
soybean product prices and volumes. Animal hide exports suffered from sluggish
Asian demand paired with a slowdown from Europe. Wheat flour exports surged 52
percent, mainly from U.S. donations to Bangladesh, Yemen, and other destinations,
and $10 million in salesto Israel. Among the top four U.S. markets, intermediate
product salesfell 25 percent to the European Union (EU), 4 percent to Canada, 10
percent to Mexico, and 11 percent to Japan. The record high remains at $12.2 billion
in exports, set in 1997.
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Table 7-2.

U.S. intermediate agricultural product exports, FY 1998-99

FY 1998 FY 1999 1998-99 change
Commodity —3% million— Percent
Feeds & fodder 1,675 1,552 -7
Hides & skins 1,337 1,102 -18
Soybean meal *1,944 1,065 -45
Veg. oils (excl. soy oil) *1,027 919 -11
Planting seeds 807 810 0
Sugar, sweeteners, & beverage bases 716 689 -4
Live animals 655 621 -5
Soybean oil *882 608 -31
Animal fats 629 529 -16
Wheat flour 115 175 +52
Other 2,308 2,558 +11
Total 12,096 10,628 -12

*Denotes a record-high export value.

Consumer Food Exports Not Yet Back on Track

U.S. exports of food, beverages and other consumer-oriented agricultural prod-
ucts eased for a second year, following 12 record-setting years. The modest 4-percent
drop left consumer food sales at $1 billion below 1997's all-time high—but till $8-$9
billion higher than when the decade began. The collapse in Russian buying accounted
for the 26-percent falloff in poultry meat exports. On the plus side, juices and break-
fast cereals set new records, with juices benefitting from strong Asian, European, and
North American Free Trade Agreement sales. For consumer foods overall, records
were set for exports to Canada and Mexico, and to some smaller markets, including
China. Fiscal year 1999 marked the first time that consumer foods topped bulk
commoditiesin export value. Consumer foods accounted for 40 percent of total U.S.
agricultural exports, up from 24 percent in 1990.

Most Major Markets Caught in Downtrend

Most U.S. export markets were in atailspin that contributed to the 1999 down-
turn. U.S. agricultural exportsto Japan fell for the third straight year, while both
Canada and Mexico backed off from 1998 records and several years of growth. Weak
prices and sales of bulk and semi-processed commodities were mainly responsible, as
consumer food sales set new highsin Canada and Mexico. Financial crisis pushed
Russia out of the top 10, with a 58-percent dive despite U.S. food aid. China and
Hong Kong led adrop in U.S. exportsto Asia’s Pacific Rim, but South Korea and
Taiwan were notable exceptions. A recovering Korean economy helped turn 1998's
32-percent U.S. export plunge into a 9-percent rebound for fiscal 1999.
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Table 7-3.

U.S. consumer food exports, FY 1998-99

FY 1998 FY 1999 1998-99 change

Commodity —3% million— Percent
Meat, poultry, dairy

Red meats 4,405 4,369 -1

Poultry meat 2,347 1,743 -26

Dairy products *931 887 -5

Eggs & products *225 184 -18
Fruits & vegetables

Proc. fruit/veg. *2,086 2,084 0

Fresh fruit 1,853 1,843 -1

Fresh vegetables 1,114 1,101 -1

Fruit/veg. juices 684 *769 +12
Snack foods *1,326 1,296 -2
Tree nuts 1,218 1,077 -12
Wine & beer *785 743 -5
Pet foods 734 689 -6
Breakfast cereals & pancake mix 365 *371 +2
Nursery products & cut flowers *250 249 0
Other 2,282 *2,406 +5
Total 20,605 19,810 -4

*Denotes a record-high export value.

Table 7-4.

U.S. agricultural exports by major markets, 1998-99

FY 1998 FY 1999 1998-99 change
Market —3$ million— Percent
Japan 9,444 8,916 -6
Canada *7,006 6,937 -1
European Union 8,318 6,820 -18
Mexico *5,951 5,661 -5
South Korea 2,244 2,449 +9
Taiwan 1,964 2,044 +4
Hong Kong 1,557 1,259 -19
China 1,505 979 -35
Egypt 939 946 +1
Philippines 740 730 -1
Rest of world 13,974 12,263 -12
Total 53,642 49,004 -9

Data include bulk, intermediate, and consumer-oriented agricultural exports.

*Denotes a record-high export value.
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Wood Product Sales Remain in a Slump

Fiscal year 1999 marked a second year of weakness for exports of solid wood
products. Robust domestic demand kept U.S. prices up, while housing starts in Japan
remained slow. Export value dipped below $6 billion to the lowest in the 1990's. This
was off 20 percent from 1997’s $7.5 billion record high. Canada overtook Japan as
our top market. Sales to Japan slumped another 4 percent, adding up to a 50-percent
drop since 1996 (an unusually strong year in that market). Exports to Canada contin-
ued to grow, gaining 5 percent to arecord $1.6 billion, with strong demand for U.S.
hardwoods. Salesto the European Union were off 11 percent, but sales were up 10
percent to Mexico and 38 percent to South Korea.

Table 7-5.
U.S. wood product exports, FY 1998-99
FY 1998 FY 1999 1998-99 change

Commaodity —$ million— Percent
Logs & chips 1,711 1,716 0
Lumber

Hardwood 1,240 1,322 +7

Softwood/treated 768 786 +2
Panel products 1,026 918 -11
Other 1,264 1,226 -3
Total 6,009 5,968 -1

Seafood Exports Show Solid Gains

After a3-year decline, foreign sales of U.S. fishery products increased a solid 19
percent to $2.6 billion in fiscal 1999, recovering nearly half the value lost since 1995.
Although al major product categories registered increases, arecovery in salmon had
the largest impact. Exports of U.S. whole/eviscerated salmon climbed 43 percent,
mainly dueto alarger Alaskan harvest. Japan, the dominant market for salmon, also
accounted for most of the $102-million increase in U.S. fish egg exports. For crabs
and crabmeat, record sales to China (up 316 percent to $20 million) and Canada were
key factors. Fiscal year 1992 was the decade’s high point for this commaodity, when
U.S. seafood product exports totaled $3.3 billion.

International Trade Agreements

FAS works closely with other government agencies, including the Office of the
U.S. Trade Representative (USTR), to protect the trade interests of U.S. producers
and processors. FAS monitors the agricultural provisions of existing agreements
such as the World Trade Organization (WTO) Uruguay Round Trade Agreement, and
the North American Free Trade Agreement (NAFTA), and worksto develop the U.S.
position on agriculture in negotiations on new agreements.
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Table 7-6.
U.S. seafood product exports, FY 1998-99

FY 1998 FY 1999 1998-99 change

Commodity —3% million— Percent
Salmon

Whole/eviscerated 246 353 +43

Canned 140 145 +4
Roe & urchin (fish eggs) 270 372 +37
Surimi (fish paste) 270 288 +7
Crab/crabmeat 120 151 +26
Other 1,125 1,272 +13
Total 2,172 2,581 +19

FAS worksto help identify violations and address them at the appropriate level.
Besides working with the USTR, FAS works closely with USDA agencies such as
the Animal and Plant Health Inspection Service and the Food Safety and Inspection
Serviceto field ateam with the technical and policy experience needed to resolve
problems. This team supports U.S. export interestsin the day-to-day activities of
multilateral organizations such asthe CODEX Alimentarius Commission in the Food
and Agriculture Organization and the WTO Committees on Agriculture, and Sanitary
and Phytosanitary Standards. These groups help develop international standards that
affect trade in agricultural products and monitor compliance with existing trade
agreements.

FAS represents American agriculture in our relations with foreign countries.

In recent years, for example, FAS has ensured that the Philippines honorsitsWTO
commitments to import pork and poultry, that Korea opensits market for oranges,
and that most countries not block imports of U.S. wheat. We resolved these and
many other bilateral trade issues without initiating aformal WTO legal process, using
bilateral consultations and regular meetings of the WTO committees. FAS has also
used the WTO dispute settlement process to successfully challenge severa foreign
unfair trade practices, including the European Union’s hormone ban, Japan’s varietal
testing requirements, and Canada’s dairy export subsidies. FAS also represents

U.S. agriculture in negotiating with countries seeking membership in the WTO. The
United States and Taiwan signed a market access agreement that has Taiwan lifting
itsimport bans and allowing access for U.S. pork, poultry, and variety meats. Upon
Taiwan’'s accession to the WTO, Taiwan will cut tariffs and open tariff-rate quotas

on arange of agricultural products. In November 1999, the United States and China
signed a comprehensive bilateral trade agreement in Beijing under which China
committed to opening its agricultural import market and eliminating export subsidies
upon its accession to the WTO.

On June 30, 2000, the United States presented its negotiating proposal in
Geneva, Switzerland, for the next round of World Trade Organization agricultural
talks. The U.S. proposal is ambitious and comprehensive. It movesall WTO
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members beyond the Uruguay Round to accelerate world agricultural reform and cre-
ate alevel playing field for farmers and ranchers worldwide. It establishes a blueprint
for eliminating export subsidies; lowering tariffs and expanding tariff-rate quotas;
disciplining state trading enterprises, and facilitating trade in the products of new
technologies.

Food Assistance Programs

Within USDA, the Foreign Agricultural Serviceisthe leader in developing and
executing a number of food assistance activities under Title | of Public Law 83-480
(PL. 480), the Food for Progress Act of 1985, and Section 416(b) of the Agricultural
Act of 1949 (Section 416(b)). These programs help devel oping nations make the tran-
sition from concessional financing and donations to cash purchases. The U.S. Agency
for International Development (USAID) isresponsible for administering Titles 1l and
[11 of PL. 480.

P.L. 480 Title|—The objectives of the PL. 480 Title | concessional credit pro-
gram include providing food assistance to developing countries and promoting the
development of future markets in these countries. The program promotes market
development by encouraging importers in the recipient country to become familiar
with U.S. trade practices and to establish long-term trade relationships. Title | funds
also support the Food for Progress (FFP) program, which is a grant program
designed to assist countries working to make the transition to more market-oriented
economies. Attention is given to shifting countries from Title I/FFP grant funding to
regular Title | long-term concessional credit terms.

Severa Title| programswereinitiated to address particular needs such as sup-
porting recovery efforts for Central Americafollowing the devastation of Hurricane
Mitch and providing commodities to Russia to ensure adequate food and feed sup-
pliesfollowing the financia crisis.

Infiscal year 1999, Title| and Title |-funded Food for Progress (FFP) agree-
ments were signed for 2.2 million metric tons of commaodities valued at about $656.1
million. Of this, about 1.4 million metric tons of commodities valued at about $507.6
million were programmed to Russia as part of the food assistance package announced
by the Secretary of Agriculture on November 6, 1998. Ocean freight financing,
including grants for ocean transportation, totaling $94.0 million were a so provided
to ship these commaodities to Russia under the food assistance package.

In addition to FFP activities carried out with PL. 480 Title | funds, the funds and
facilities of the CCC may also be used to support FFP programming. In al FFP, coop-
erating sponsors (governments and private voluntary organizations (POV’s)) may
monetize the commaodities received under an agreement with CCC to generate local
currencies to fund development projects. In fiscal year 1999, USDA continued FFP
programming in countries beyond the republics of the former Soviet Union, including
countriesin Africa, Latin America, and Asia. PVO'sreceived about 164,000 tons of
commodities with avalue of about $71 million to usein, or sell to use the proceeds to
support, planned activitiesin 21 countries. Additional program efforts also resulted in
broadening the geographical base for the PV O participation in the Food for Progress
program to include, for example, agreater participation in Africa consistent with the
President’sAfricaInitiative.
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Under the Title 11 emergency and private assistance donations program, admin-
istered by USAID, $28 million can be provided as overseas administrative support.
For fiscal year 1999, Title I activities, valued at almost $950 million, moved atotal
of about 1.9 million metric tons and assisted more than 45 million beneficiariesin
57 countries and two regions (the Sahel and South Balkans). Funding for Titlel1
increased dightly over the fiscal year 1998 levels, with spending on emergency
programming ($513 million) continuing to exceed that of devel opment (non-
emergency) programming ($435 million).

USAID-administered Title11 donation activities totaled $21.7 million in fiscal
year 1999 and moved over 116,000 metric tons of commodities to three countries:
Ethiopia and Mozambique in Africa, and Haiti in Latin America/Caribbean.

The Section 416(b) program allows for the donation of surplus commodities,
made available through CCC stocks, to assist needy people overseas. In fiscal year
1999, approximately 5.5 million metric tons valued at about $794 million were pro-
grammed under Section 416(b), including more than 5.0 million metric tons of wheat
and wheat products under the President’s special food aid initiative. CCC purchased
these commodities under section 5(d) of the CCC Charter Act, its surplus removal
authority. Of the 5.5 million metric tons programmed in fiscal year 1999, about 1.6
million were donated to the United Nations World Food Programme (WFP) to be
used in WFP emergency operations, protracted relief and recovery operations, and
development projects. Beneficiariesincluded refugees, the internally displaced, and
the hungry in areas such as Ethiopia, Kosovo, and North Korea. The balance of about
3.9 million metric tons was programmed through government-to-government agree-
ments and agreements with PVO'’s.

Commercial Export Credit Guarantee Programs

The primary objective of the export credit guarantee programsisto improve
the competitive position of U.S. agricultural commaodities in international markets
by facilitating exports to middle-income countries that do not have accessto adequate
commercial credit. These CCC programs encourage U.S. lenders (typically commer-
cial banks) to extend credit to overseas customers. These guarantee programs encour-
age the involvement of foreign private-sector banks and private-sector importersin
commercial trade transactions with the United States.

The GSM-102 program guarantees repayment of short-term credit (90 daysto 3
years) extended by U.S. financial institutionsin connection with exports of U.S. agri-
cultural products. For fiscal year 1999, GSM-102 all ocations of about $5.1 billion
were announced for exports to 24 countries and 11 regional groupings, including the
Andean, Baltic, Central American, Central Europe, East Africa, East Caribbean,
Southeast Asia, Southeast Europe, Southern Africa, West African, and West
Caribbean regions. Under this availability, GSM-102 registrations totaled about $3.0
billion for exportsto 13 countries and 8 regions.

The GSM-103 program is designed to help devel oping nations make the transi-
tion from concessional financing to cash purchases. Guarantees issued under the
GSM-103 program can cover financing periods of more than 3 and up to 10 years.
For fiscal year 1999, $377 million in intermediate credit guarantees was made avail-
ablefor exportsto 12 countries and two regions—Central America and Southern
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Africa. Under this availability, GSM-103 registrations totaled $44.2 million of U.S.
agricultural exportsto five countries and one region.

The Supplier Credit Guarantee Program (SCGP) provides export credit guaran-
tees for sales financed by foreign importers rather than financial institutions. Under
the program, CCC guarantees a portion of payments due from importers under short-
term financing (up to 180 days) that exporters have extended directly to importers for
the purchase of U.S. agricultural commodities and products. In fiscal year 1999, allo-
cations under the SCGP totaled $361 million in coverage for salesto 12 countries and
8 regions, including the Andean, Baltic, Central America, Central Europe, East
Africa, East Caribbean, Southeast Asia, and Southeast Europe regions. Under the
announced fiscal year 1999 availability, registrations totaled $46.02 million.

The Facilities Guarantee Program is designed to provide payment guaranteesin
connection with projects that it determines will benefit exports of U.S. agricultural
commodities and emerging markets. In supporting these facilities, USDA intendsto
enhance sales of U.S. agricultural commodities and products to emerging markets
where the demand for them may be constricted due to inadequate storage, processing,
or handling capabilities.

Export Bonus Programs

The Export Enhancement Program (EEP) permits USDA to provide bonusesto
make U.S. commaodities more competitive in the world marketplace and to offset the
adverse effects of unfair trade practices or subsidies. Fiscal year 1999 bonuses of
about $1.4 million were awarded to facilitate the export of 2,446 metric tons of
frozen poultry.

The Dairy Export Incentive Program (DEIP) helps exporters sell certain U.S.
dairy products at prices lower than the exporter’s cost of acquiring them. The major
objective of the program isto increase exports of U.S. dairy products. Thisis done by
developing export markets for dairy products where U.S. products are not competi-
tive because of the presence of subsidized products from other countries. The DEIP
operates on a bid bonus system similar to EEP, with cash bonus payments. The major
markets targeted under the DEIPin fiscal year 1999 included Asiaand Latin America,
with $145 million in bonuses awarded, to facilitate the export of about 136,000 met-
ric tons of dairy products.

Market Access Program

The Market Access Program (MAP) is designed to encourage the devel opment,
maintenance, and expansion of foreign markets for U.S. agricultural commodities.
The MAPis a cost-share program, with all MAP funds for promotion of branded
products allocated to cooperatives and small U.S. companiesto help them expand
their salesin the international marketplace. USDA reaches out to small companies,
with a special emphasis on minority and disadvantaged groups. For example, five
American Indian tribes were represented at FOODEX ‘99 in Tokyo, Japan. Asa
result of its participation in this trade show, one company confirmed sales of nearly
$200,000 of fresh seafood products.
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Foreign Market Development Program

The Foreign Market Development Program, also known as the “ Cooperator
Program,” fosters a trade promotion partnership between USDA and U.S. agricultural
producers and processors, represented by nonprofit commodity or trade associations
called cooperators. Projects generally fall into one of four categories: market
research, trade servicing, technical assistance, and consumer promotions for the retail
market. The Cooperator Program has helped support growth in U.S. agricultural
exports by enlisting private sector involvement and resourcesin coordinated efforts
to promote U.S. productsto foreign importers and consumers around the world.

International Cooperation

The Foreign Agricultural Service coordinates, supports, and delivers adiversi-
fied program of international agricultural cooperation and development. These pro-
grams enhance the competitiveness of U.S. agriculture, preserve natural resource
ecosystems, and help partner countries pursue sustainable economic development
worldwide by mobilizing the resources of USDA and its &ffiliates throughout the U.S.
agricultural community.

Food Security

USDA released the U.S. Action Plan on Food Security in March 1999. This plan,
which FAS coordinated, isthe United States’ official response to the 1996 World
Food Summit, where 186 nations committed to reducing global undernutrition by
half by 2015. Based on a partnership between government and civil society, the plan
provides aroad map for U.S. policy to overcome hunger, undernutrition, and food
insecurity, both in the United States and abroad.

Scientific Collaboration

Short-term exchange visits between U.S. and foreign scientists, aswell aslonger
term collaboration on research projects, allow participants to use science to help
solve critical problems affecting food, agriculture, and the environment in both the
United States and in collaborating countries. The activities reduce threatsto U.S.
agriculture and forestry, develop new technologies, establish systemsto enhance
trade, and provide access to genetic diversity essential to maintaining crops that are
competitive in the world marketplace. They promote the safe and appropriate devel-
opment and application of new technologies for food safety, improve the nutritive
value and resistance of crops and livestock, develop new and improved agricultural
products, and foster environmental sustainability. Other mutually beneficial priority
food and agriculture issues addressed this year ranged from reducing barriersto mar-
keting and trade to preventing introduction of new pests, to devel oping practices that
meet the needs of limited-resource and small farmers.

An important 1999 activity focused on China, where FAS helped facilitate a
number of collaborative activities, including awater resources forum. These activi-
ties gave special attention to agricultural policies and water resource and land use
management practices that can foster more sustainable development in both the
United States and China.
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Technical Assistance

Various technical assistance programs exist to increase income and food con-
sumption in devel oping nations, help mitigate famine and disasters, and help main-
tain or enhance the natural resource base. The programs are sponsored by such
international donor institutions asthe U.S. Agency for International Development
(USAID), the World Bank, regional development banks, specialized agencies of the
United Nations, and private organizations. Technical assistanceis provided in areas
such as food processing and distribution, plant and animal protection and quarantine,
soil and water conservation, and forest management.

FAS' technical assistance contributed to hurricane recovery effortsin the
Caribbean and Central America. When hurricanes hit with devastating effect in the
fall of 1998, USDA took immediate action to save lives and offer recovery assistance.
FAS then coordinated long-term recovery assistance among nine USDA agenciesto
promote better environmental practices, food security, and food safety in the affected
region. Using resources provided by section 416(b) donations program and USAID,
USDA funded a small grants program for low-income farmers recovering from
Hurricane Georgesin the Dominican Republic.

Training

Career-related training for foreign agriculturists provides long-term benefits to
economic development, magnifying potential because those who learn teach others.
Working collaboratively with USDA agencies, U.S. universities, and private-sector
companies and organizations, FAS designs and implements study tours, academic
programs, and short-term courses and training in avariety of areas such as agribusi-
ness, extension education, natural resource management, policy and economics, and
human resource development. FAS' Cochran Fellowship Program helps expose
senior- and mid-level specialists and administrators from devel oping, middle-income,
and emerging market countriesto U.S. expertise, goods, and services, to promote
broad-based devel opment that is mutually beneficial to continued scientific, profes-
sional, and trade relationships.

One example of FAS ' training effortsis aregional workshop on biosafety and
plant genetic engineering the agency co-sponsored with the Egyptian Ministry of
Agriculture. Designed to provide aforum for Middle East and Northern Africa
policymakersto learn about biotechnology and biosafety issues, the workshop
educated key officials, researchers, producers, consumers, and local media about
the development and regulation of genetically modified organisms. USDA officials
worked with 37 counterparts from 17 Sub-Saharan African countriesto discuss the
importance of the next round of WTO negotiations and Africa’ s role in implementing
food safety and other sanitary or phytosanitary international standards.
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Risk Management Agency

he mission of the Risk Management Agency (RMA) isto provide and support

cost-effective means of managing risk for agricultural producersin order to
improve the economic stability of agriculture. Crop insurance is USDA's primary
means of helping farmers survive amajor crop loss. In 1999, nearly $30.9 billionin
protection was provided on 196 million acres through more than 1.8 million policies;
thislevel of protection isamost 2-1/2 times the $13.6 billion protection on the 100
million acresinsured in 1994,

Crop insurance hel ps farmers recover from crop losses, secure operating loans,
and aggressively market a portion of their crop. In 1998, about two-thirds of the
acreage planted to major U. S. cropswas insured. To help ensure that producers car-
ried an adequate level of protection, USDA offered farmers an estimated 30 percent
premium discount on their insured 1999 crops. The discount increased the number of
insurance policies sold by 5 percent, and insured acreage was up 9 percent. Liability
for buy-up policies also increased as producers used the discount to increase cover-
age levels. An estimated 25 percent discount for the 2000 crop year is expected to
help maintain a high level of participation. Crop insuranceis sold and serviced by 17
insurance companies in conjunction with a network of 15,000 agents.

Crop insurance iswidely available for major commodities such as corn, wheat,
and cotton. Coverage is also available on a growing number of fruit, nut, and veg-
etable crops. Nationally, over 100 crops are insurable (counting all insurable varieties

Figure 7-2
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would greatly increase the number of cropsinsured), although not everywhere they
are grown. Crop information is available at http://mww.rma.usda.gov/policies/

To help ensure greater farmer access to this beneficial risk management tool, the
Federal Crop Insurance Corporation (FCIC) Board of Directors (FCIC's policymak-
ing panel with private-sector and public representation) expanded 35 crop programs
into an additional 283 counties for the 1999 crop year. This expansion added to the
national total of 28,437 county crop programs. Further, RMA continues to develop
new pilot programs, such as insurance for avocado, cabbage, cherry, pecan, process-
ing chili pepper, forage seed, hay, rangeland, and raspberry/blackberry crops. By
increasing the number and types of insurance plans, the program will help producers
to better manage their production risks.

Insurance Plans Available

Multiple-Peril Crop Insurance

Multiple-Peril Crop Insurance (MPCI) policiesinsure producers against 10sses
due to unavoidable causes such as drought, excessive moisture, hail, wind, frost,
insects, and disease. Indemnities are paid on the difference between what was pro-
duced and the yield guarantee. Yield guarantees are selected by the producer and gen-
erally range from 50 to 75 percent, but up to 85 percent of a producer’s actual
production history for some areas and crops. The prices used to pay losses are
between 55 and 100 percent of the commodity price established annually by RMA.

More Products and Choices
1993: One Choice—Multiple-Peril Crop Insurance
Today:
= Catastrophic coverage
= Buy-up coverage
= Limited buy-up
= Revenue insurance plans
= Crop Revenue Coverage
= Revenue Assurance
= Group Risk Income Plan
= Income Protecton
= Adjusted Gross Revenue pilot
= Specialty crop revenue
Group Risk Plan
Dairy Options Pilot Program
Prevented planting coverage
New covered crops
= Over 70 crops, representing large bulk of American production
Expansions of existing crops into new areas
= New nursery program
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Group Risk Plan

The Group Risk Plan (GRP) policies use a county index as the basis for deter-
mining aloss. When the county yield for the insured crop, as determined by USDA’s
National Agricultural Statistics Service (NASS), falls below the trigger level chosen
by the farmer, an indemnity ispaid. Yield levels are available for up to 90 percent of
the expected county yield. GRP protection involves less paperwork and costs less
than the farm-level coverage described above. However, individual crop losses may
not be covered if the county yield does not suffer asimilar level of loss.

Revenue Insurance Plans

Revenue Insurance policies include three plans: Crop Revenue Coverage,
Income Protection, and Revenue Assurance. Revenue policies are different from stan-
dard MPCI policiesin that they provide farmers with a measure of price risk protec-
tion in addition to covering yield loss. Two of the policies, Crop Revenue Coverage
and Revenue Assurance, were developed by private-sector insurance companies.
Income Protection was developed by RMA. These policies guarantee alevel of rev-
enue that is determined differently by each of the policies. Indemnities are paid when
any combination of yield and price resultsin revenue that is less than the revenue
guarantee.

Adjusted Gross Revenue Plan

Initsfirst year of testing in 1999, the Adjusted Gross Revenue (AGR) pilot
insurance plan, a nontraditional whole farm risk management tool, provides an insur-
ance safety net for multiple agricultural commoditiesin one insurance product. The
plan uses a producer’s historic Schedule F tax form information to calculate alevel of
guaranteed revenue for the insurance period. Qualifying producers can choose the 65,
75, or 80 percent coverage level, and all levels have a 75-percent payment rate.

...And Still More Choices = Approved for 2000
= New pilot programs 1999 = Cultivated clams
= Adjusted gross Rev. = Coverage Enhancement
(AGR) option (CEO) on apples,
= Avocado APH canola, potatoes, grapes,
= Cabbage rice, citrus fruit, others,
= Cherries = Chile peppers
= Crambe = Cucumbers (processing)
= Cultivated Wild Rice = Florida fruit trees (citrus
= |P Barley canker)
= Mustard = Onion stage removal
= Rand-land GRP = Pumpkins
= Winter Squash = Strawberries
= 85% coverage = Several major expansions
of existing programs
= Livestock, pending legislation
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Dairy Options Pilot Program

RMA currently operates the innovative Dairy Options Pilot Program (DOPP) to
help dairy producers protect their income against the risk of falling milk prices.
During each round of DOPP, producersin selected pilot counties receivetraining in
the use of futures and options as price risk management tools. Within program guide-
lines, they may then purchase dairy put options (right to sell) through futures brokers
registered with U.S. exchanges. When pricesfall, the value of put optionsincrease,
thereby protecting the value of at least a portion of the producer’s dairy production.
USDA assists participating farmers by funding 80 percent of the cost of the options
and by paying $30 per contract toward the commission charged by the broker.

Outreach

RMA isintensifying its efforts to reach beginning, small, traditionally under-

served, and limited-resource farmers. Some highlights of these effortsinclude:

® Training and providing technical assistancein risk management with
community-based organizations, 1890 land-grant institutions and 1994 tribal
colleges, through partnerships and funding of 17 cooperative agreements.

® Funding development of risk management curriculums to meet the needs of
American Indian agricultural businesses. Instructional material will be
delivered through 29 tribal colleges.

® |Improving the risk management skills of Hmong and Hispanic farmersin
California by funding risk management training.

m Creating new policies—such as those for sweet potatoes and rangel and—to
meet the needs of minority farmers. Many new vegetable and fruit policies
will betested in pilot programsin the next few years.

® Partnering with the national FFA foundation to produce risk management
videos and teaching materials.

® Providing computers with current nursery program software to the Florida
Korean Nurserymen Association and local FSA county office. The software
will simplify the inventory reporting reguirements under the nursery policy.

Risk Management Education

Current farm policy increases the risk borne by producers. To help them acquire
the risk management skills needed to compete and win in the global marketplace,
RMA isleading arisk management education initiative. Thisinitiative leverages
government funds for education with the resources of public and private-sector part-
ners to find improved risk management strategies, develop educational curriculaand
materials, and train producersin effective use of risk management tools.

RMA facilitateslocal training with the help of extension specialists and private-
sector partners. Theinitiative is a cooperative effort between RMA; USDA’s
Cooperative State Research, Education, and Extension Service and National Office
of Outreach; and the Commodity Futures Trading Commission.

RMA is aso helping to make information on risk management more accessible
to farmers and educators by funding the National Ag Risk Education Library,

a powerful Internet resource devel oped by the Center for Farm Financial
Management at the University of Minnesota: http://www.agrisk.umn.edu/
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International Outreach

Increasingly, other countries are examining crop insurance as an alternative to
farm subsidies. Since the beginning of 1998, RMA staff have met with representa-
tives from over 20 foreign governments and private organizations to explain the U.S.
program.

Following arequest by the Republic of South Africaand under the sponsorship
of the U.S.-South Africa Binational Commission, RMA and its private insurance part-
ners will introduce the concept of crop insurance as a safety net for majority popul a-
tion farmersin the Republic of South Africa. “Train the Trainer” workshops, funded
by agrant from the U.S. Agency for International Development, will include in-coun-
try representatives from industry, government, and legislators.

More Growth Anticipated

Responding to USDA's proposal to strengthen the program, Congress passed leg-
islation that will address the following issues: affordability, multi-year losses, out-
reach to areas of low participation, the non-insured crop disaster assistance program
(NAP), livestock insurance, revenue insurance plans, rating methodologies, and pro-
gram oversight. While crop insurance can’t provide farmers agood price for their
crops, coverage isavital component of USDA's plan to strengthen the overall farmer
safety net. More information on RMA and its programsis available at:
http: //mww.r ma.usda.gov/

Clam Growers Catch a Wave

Bill Thompson of Indian River County, FL, knows the cultivation of clams
has changed a lot in the 10 years he’s been in the business. “We've
learned how to protect our crop better. We stake a second layer of mesh
over the seeds to protect them better from predators. Also new tech-
nigues to provide better circulation for the young clams help them grow
off faster.”

Better production methods aren’t the only changes for clam producers
in the Florida counties of Brevard, Indian River, Dixie, and Levy. Bill was
one of the first clam producers to sign up for the pilot cultivated clam
insurance program. “Back in 1995, Hurricane Erin caused a lot of losses
among producers in Indian River. With this new program, | plan to have
my own insurance to cover any future losses.”

Leslie Sturmer of the University of Florida Cooperative Extension
Service was instrumental in bringing together RMA offices with Florida
producers and insurance representatives to help provide input into pro-
gram development and promote the advantages of the insurance.

The pilot program, which covers the hard-shell or quahog species, is
RMA's first experience with aquaculture. Also available in select coun-
ties in Massachusetts, South Carolina, and Virginia, the program design
aims to document the diverse cultivation cultures in the different cli-
mates that will become the basis for a nationwide program.
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For More Information

Farm Service Agency
Director, Public Affairs, L egislative
Liaison, and Executive Secretariat
Tade Sullivan

Rm 3615-S

Washington, DC 20250
202-720-3865

FAX 202-720-4034
tade_sullivan@wdc.fsa.usda.gov

Public Affairs Branch Chief
Eric L. Parsons

Rm 3624-S

Washington, DC 20250
202-720-7809

FAX 202-690-2828
eric_parsons@wdc.fsa.usda.gov

Communications Services
Section Chief

Danniel W. Stuart

Rm 3633-S

Washington, DC 20250
202-690-0474

FAX 202-690- 2839
dann.stuart_@wdc.fsa.usda.gov

Field Services Section Head
Greg Hawkins

Rm 3621-S

Washington, DC 20250
202-720-8768

FAX 202-690- 2828
greg_hawkins@wdc.fsa.usda.gov

FOIA Coordinator

Diane Korwin

Rm 3623-S

Washington, DC 20250
202-720-5534

FAX 202-690- 2828
diane_korwin@wdc.fsa.usda.gov

Farm Service Agency State

Public Affairs Contacts
CA

Erica Szlosek

430 G Street #4161

Davis, CA 95616-4161
530-792-5537

FAX 530-792-5555
Erica_Szlosek@wdc.fsa.usda.gov

GA

Cynthia Valles

355 E. Hancock Avenue

Stop 107

Athens, GA 30601- 2775
706-5463177

FAX 706-546-2151
Cynthia_Valles@wdc.fsa.usda.gov

1A

Bruce Cordes

10500 Buena Vista Court

Des Moines, |A 50322
515-254-1540 x 602

FAX 515-254-1573
Bruce_Cordess@wdc.fsa.usda.gov

MN

Jim Meisenheimer

400 Agribank Building

375 Jackson Street

St Paul, MN 55115

651-602 7719

FAX 651-602-7743
Jim_Meisenheimer@wdc.fsa.usda.gov

MS

David Reagan

6310 1-55 North

Jackson, MS 39211

601-965-4774 x108

FAX 601-965-4184
David_Reagan@wdc.fsa.usda.gov

OH

Mike Kauffman

200 N High Street

Room 540 Federa Building
Columbus, OH 43215
614-255-2500

FAX 614- 255-2542

Mike _Kauffman@wdc.fsa.usda.gov
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Ssb

Kathy Lindquist

200 4th St SW

Room 308, Federal Building

Huron, SD 57350-2478
605-352-1163

FAX 605-352-1195
Kathy_Lindquist@wdc.fsa.usda.gov

WA

Scott Hallett

West 316 Boone Avenue

Rock Pointe Tower, Suite 568
Spokane, WA 99201-2350
509-323-3002

FAX 509-323-3074
Scott_Hallett@wdc.fsa.usda.gov

Wi

Susan Hunter

Madison, W1 53719

6515 Watts Road

608-276-8732 x141

FAX 608-271-9425
Susan_Hunter@wdc.fsa.usda.gov

—Information on FSA can also be
found on the FSA Home Page at
http://imww.fsa.usda.gov

Foreign Agricultural Service
Director, Infor mation Div.

Maureen Quinn

Rm 5074-S

Washington, DC 20250

202-720-7115

FAX 202-720- 1727

quinn@fas.usda.gov

Deputy Director

Sally Klusaritz

Rm 5074-S
Washington, DC 20250
202-720-3448
klusaritz@fas.usda.gov

Team L eader

Lynn Goldsbrough

Rm 5713-S

Washington, DC 20250
202-720-0328

FAX 202-720-3229

gol dsbrough@fas.usda.gov

Freedom of Info Act Officer
Donald Washington

Rm 5709-S

Washington, DC 20250
202-720-3101

FAX 202-720-3229
washington@fas.usda.gov

Risk Management Agency
Director of External Affairs

Pat Engel

Rm 3058-S

Washington, DC 20250

202-720-7956

FAX 202-690-2002

Pat_Engel @WDC.USDA.GOV

Director, Regulatory
DianaMoslak

Rm 6624-S

Washington, DC 20250
202-720-2832

FAX 202-690-5879
Diana_Moslak@WDC.USDA.GOV

Dir, Claims& Underwriting Srvcs
Mike Hand

Rm 6749-S

Washington, DC 20250
202-720-3439

FAX 202-690-2540
MHAND@WDC.USDA.GOV

Freedom of Info Act Officer
Donna Bassett

Rm 6606-S

Washington, DC 20250
202-690-5701

FAX 202-690-5890

Donna Bassett@WDC.USDA.GOV
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Food, Nutrition, and
Consumer Services

Food and Nutrition Service

he Food and Nutrition Service (FNS) isthe gateway to adequate access for

appropriate nutrition and nutrition education for all Americans. FNS administers
USDA’s domestic nutrition assistance programs, and for more than 30 years the
agency has worked to accomplish an unusually complex mission—reducing hunger
and food insecurity by providing children and needy families better accessto food, a
healthful diet, and nutrition education.

FNS worksin partnership with the States to ensure that its programs operate
effectively and efficiently. This partnership allows the States to determine most
administrative details regarding participant eligibility and distribution of nutrition
benefits, and FNS provides funding to cover some of the States' administrative costs.

For Fiscal Year (FY) 2000, the funding for FNS and its programs is $35.5 billion.

Overdll, the nutrition assistance programs reach one out of every six Americans
and touch every community in the United States. Most of the programs are directed at
low-income people or schoolchildren. They include:

= The Food Stamp Program

= The Special Supplemental Nutrition Program for Women, Infants, and
Children (WIC)

The National School Lunch Program

The School Breakfast Program

Team Nutrition

The Emergency Food Assistance Program

The Child and Adult Care Food Program

The Afterschool Snack Program

The Commodity Supplemental Food Program

The Summer Food Service Program

The Special Milk Program

The Nutrition Program for the Elderly

The Food Distribution Program on Indian Reservations
The WIC Farmers Market Nutrition Program

The Nutrition Assistance Program in Puerto Rico and the Pacific Islands

FNSisalso the primary Federal agency that delivers food assistance in response
to domestic natural disasters and other crises.

Additional information on FNS and its programs can be found on the World
Wide Web at http://mwww.fns.usda.gov
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m  Nutrition Program Fact:
Determining eligibility: Many of USDA’s nutrition assistance programs
use household income as a guideline for program eligibility.
Depending on the program rules, household income of 100 percent,
130 percent, or 185 percent of the Federal poverty level may be used
to determine levels of eligibility. As of July 1, 2000, 100 percent of the
poverty guideline is $17,050 a year for a family of four; 130 percent is
$22,165 a year; and 185 percent is $31, 543 a year. Federal poverty
guidelines are established by the Office of Management and Budget
and are updated annually by the U.S. Department of Health and
Human Services.

The Food Stamp Program

The Food Stamp Program is the cornerstone of USDA'’s nutrition assi stance pro-
grams. The program helps low-income househol ds increase their food purchasing
power and their choices for abetter diet. It isthe primary source of nutrition assis-
tance for low-income Americans. The program was initiated as a pilot program in
1961 and made permanent in 1964.

Thefirst line of defense against hunger for millions of families, the Food Stamp
Program provides critical support for families making the transition from welfare to
work and the elderly and disabled. The program issues monthly allotments of
coupons or electronic benefits through Electronic Benefit Transfer (EBT) that are
redeemable at authorized retail food stores, farmers’ markets, and certain other
providers.

The Federal Government pays for the benefitsissued and shares with the States
the cost of administrative expenses. An average of 18.2 million people received bene-
fits each month in FY 1999. Participation has fallen steadily from ahigh of 28. 0 mil-
lionin March 1994.

President Clinton announced a major, new initiative last summer to ensure that
eligible people know they are eligible and how to access program benefits. FNSis
working with the States to provide information about the program to the public. An
800 number (800-221-5689) for information was activated in April 1999.

Most States have converted food stamp issuanceto EBT systems. EBT allows
food stamp customers, using a magnetic stripe card, to buy groceries by transferring
funds directly from afood stamp benefit account to aretailer’s account. The Personal
Responsibility and Work Opportunity Reconciliation Act of 1996 requires al States
to convert to EBT issuance by the year 2002.

EBT isonly one component of FNS' commitment to Food Stamp Program effi-
ciency and integrity. The agency works closely with the States to ensure that they
issue benefits in the correct amounts and only to people who are eligible. EBT has
enhanced FNS' ability to catch those who abuse the program, and penalties have been
increased for people who are caught. In addition, FNS now has broader authority to
review the performance of food retailers who participate in the program and to
quickly remove those who fail to follow program rules.
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USDA aso provides educational materialsto help States integrate nutrition into
the Food Stamp Program. States may use program administrative funds for nutrition
education to help food stamp recipients make healthier food choices asthey use their
benefits.

Eligibility: Eligibility and allotments are based on household size, income,
assets, and other factors. In Fiscal Year 2000, the maximum benefit for afamily of
four is $426 per month; the average household benefit is about $170 per month; and
the average per-person benefit is about $73 per month.

Benefits: Thelevel of benefits an eligible household receivesis based on its
household income and expenses. Househol ds with no countable net income receive
the maximum monthly allotment of food stamps. The allotment is based on the cost
of the Thrifty Food Plan, alow-cost model food plan. The Federal Government pays
for the benefitsissued and shares with the States the cost of administrative expenses.

Funding: For FY 2000, the Food Stamp Program appropriation is $19.6 billion.

m  Nutrition Program Fact:
Participation in the Food Stamp Program has fallen steadily from a
high of 27.5 million in 1994.

m  Nutrition Program Fact:
How EBT works: Electronic Benefit Transfer (EBT) is a computerized
system that allows food stamp customers to use a plastic debit card
similar to a bank card to access their food stamp benefits. Eligible
recipients have an account established for their monthly benefits. At
the grocery checkout, they present the card, which is used to debit
their food stamp account for the amount of eligible purchases. The
funds are automatically transferred to the retailer's account, and an
electronic record is made of the transaction. No money and no food
stamps change hands.

The National School Lunch Program

The National School Lunch Program (NSLP) isafederally assisted meal pro-
gram operating in nearly 97,000 public and nonprofit private schools and residential
child care ingtitutions. It provides nutritionally balanced, low-cost or free lunches and
afterschool snacksto almost 27 million children each school day.

NSLPisusually administered by State education agencies, which operate the
program through agreements with local school districts. FNS administers the pro-
gram at the Federal level. School districts and independent schools that choose to
take part in the lunch program receive cash reimbursement and donated commaodity
foods from USDA for each meal they serve. In return, they must serve meals that
meet Federal nutrition requirements, and they must offer free and reduced-price
lunchesto eligible children.
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The afterschool snack component of NSL P provides reimbursement for nutri-
tious snacks served to children through age 18 in eligible afterschool care programs.
In order to qualify for these reimbursements, the school districts must operate the
lunch component of NSL P and must sponsor or operate an afterschool care program
that provides children with regularly scheduled educational or enrichment activities
in an organized, structured, and supervised environment.

Sites in which more than 50 percent of the students qualify for free or reduced-
price breakfasts or lunches are referred to as“ area eligible,” and these sites serve all
snacksfree. Otherwise, eligibility for free, reduced-price, and full-price snacksis
based on income. To qualify for reimbursement, the snacks must meet meal pattern
requirements.

USDA’s School Meals Initiative for Healthy Children was launched in June 1994
and isapublic policy blueprint to ensure that school meals meet the Dietary
Guidelines for Americans, that we motivate children to make food choicesfor a
healthful diet, and that we support these changes through training and technical assis-
tance for school food service professionals.

In support of thiscommitment for healthier school children, Team Nutrition
evolved as the implementation tool for thisinitiative. Extensive training and technical
assistance has been provided to al school food service professionals for preparing
meal s that meet the new nutrition standards and for educating children about nutrition
so they have the knowledge to choose foods that are good for them.

The Department has placed special emphasis on improving the quality of USDA
commodity foods donated to NSLP, aswell astheir consistent and timely availability.
The Commodities Improvement Council promotes the health of schoolchildren by
improving the nutritional profile of USDA commodities while maintaining USDA’s
support for domestic agricultural markets. Based on the council’s recommendations,
USDA has reduced the fat, sodium, and sugar content of commodities and has
increased the variety of low-fat and reduced-fat products.

USDA has greatly increased the amount of fresh produce available to schools
and is now offering unprecedented amounts and varieties of fresh fruits and vegeta-
bles. A cooperative project with the Department of Defense (DOD) has allowed
USDA to increase the variety of produce available to schools by utilizing DOD’s
buying and distribution system. USDA is a so exploring ways to connect schoolsto
small-resource farmersin their areasto help the schools purchase fresh, local produce
directly from the producers.

Eligibility: Any child, regardless of family income level, can receive a meal
through NSLP. Children from families with incomes at or below 130 percent of the
Federal poverty level are eligible to receive free meals. Children from families with
incomes between 130 and 185 percent of poverty are eligible for reduced-price
meals. Children from families with incomes over 185 percent of poverty pay the full
price, which is established by the local school food authority.

Benefits: Children receive mealsfree or at low cost because of USDA support
for the school meals programs. Most of that support comes in the form of cash reim-
bursements to schools for meals served. USDA's per-meal reimbursement rates for
the contiguous United States for School Year 1999-2000 were $1.99 for free meals;
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$1.59 for reduced-price meals; and 19 cents for full-price meals. Reimbursement
rates are dlightly higher in Alaska and Hawaii. Schools may charge no more than 40
centsfor areduced-price meal. They set their own prices for full-price meals, though
they must operate their meal services on a nonprofit basis.

In addition to cash reimbursements, schools are entitled to receive commodity
foods, called “entitlement” foods, at an annually adjusted per-meal rate (14.75 cents
per meal in School Year 1999-2000) for each meal they serve. Schools can receive
additional commodities, known as “bonus’ commodities, when these are available
from surplus stocks purchased by USDA under surplus removal and price support
programs. USDA commaodities make up approximately 17 percent of the cost of the
food served by the average school food authority. The rest of the food served is pur-
chased locally by the school food authority.

Funding: For FY 2000, Congress appropriated $6.34 billion for NSLP.

m  Nutrition Program Fact:
The value of USDA commodity foods makes up only about 17 per-
cent of the cost of the foods that are served to children in the National
School Lunch Program. Nonetheless, USDA provided nearly 1 billion
pounds of food, valued at almost $700 million, to schools in School
Year 1999-2000.

The School Breakfast Program

The School Breakfast Program (SBP) provides cash assistance to Statesto oper-
ate nonprofit breakfast programs in schools and residential child care institutions. The
program operates in more than 72,000 schools and institutions, serving adaily aver-
age of some 7.4 million children. It isadministered at the Federal level by FNS. State
education agencies administer the SBP at the State level, and local school food
authorities operate it in schools.

Eligibility: Any child at a participating school may receive a meal through SBP.
Children from families with incomes at or below 130 percent of the Federal poverty
level are dligible for free breakfasts. Children from families with incomes between
130 and 185 percent of the poverty level are eligible for reduced-price breakfasts.
Children from families with incomes over 185 percent of poverty pay thefull, locally
established price for their breakfasts.

Benefits: Students receive their meals free or at low cost because USDA sup-
ports the School Breakfast Program with cash reimbursements for meals served. For
School Year 1999-2000, schoolsin the contiguous United States received reimburse-
ments of $1.09 for afree meal; 80 cents for areduced-price meal; and 21 centsfor a
full-price meal. 