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THE WHITE HOUSE 

W A S H I N G T O N 

November 16, 1994 

MEMORANDUM FOR CAROL RASCO 

FROM BRIAN BURKE 

SUBJECT OMB DIRECTOR'S REVIEW OF THE DEPARTMENT OF 
AGRICULTURE 

This memo o u t l i n e s the budgetary h i g h l i g h t s f o r the Department of 
A g r i c u l t u r e (USDA) FY 96. 

I . Streamlining plan status 

USDA d i d not meet i t s FTE red u c t i o n t a r g e t s because 
a l l o c a t i o n s f o r emergency f i r e f i g h t e r s were not included i n 
the t a r g e t t o t a l s . The s t r e a m l i n i n g plan also does not meet 
the NPR goal of reducing headquarters s t a f f by 50%. OMB 
says the USDA plan also provides no s p e c i f i c s on how 
st r e a m l i n i n g w i l l be achieved or how customer service w i l l 
be a f f e c t e d . OMB has requested a revised s t r e a m l i n i n g plan 
t h a t r e f l e c t s the USDA re o r g a n i z a t i o n b i l l . 

I I . Structure and performance of conservation programs 

• S o i l Conservation Service (SCS) 

SCS provides t e c h n i c a l and cost share assistance t o 
landowners f o r s o i l and water conservation purposes. I n 
FY 96, SCS w i l l provide assistance t o land owners and 
u n i t s of government t h a t own 65 m i l l i o n acres of land. 
The PAD recommendation i s f o r an a p p r o p r i a t i o n of $784 
m i l l i o n , an increase of 8% over the FY 95 budget. 

• Agricultural S t a b i l i z a t i o n and Conservation Progreun (ASCS) 

ASCS conservation programs include cost sharing and land 
r e t i r e m e n t a c t i v i t i e s . The cost-share programs provide 
f i n a n c i a l assistance t o landowners t o allow them t o use 
conservation p r a c t i c e s on t h e i r land. High p r i o r i t y 
programs, such as the Water Q u a l i t y Incentives Program and 
Int e g r a t e d Crop Management w i l l by continued i n FY 96. 
The land r e t i r e m e n t programs include the Mandatory 
Wetlands Reserve Program and Conservation Program Reserve 
Program. The PAD recommended funding l e v e l i s $60 
m i l l i o n , a decrease of 46%. 

• Forest Service 

The PAD recommendation f o r Forest Service funding i s 



$2,409 b i l l i o n , up from $2,348 b i l l i o n enacted f o r FY 95. 
The PAD recommended funding f o r i n d i v i d u a l Forest Service 
programs i s : 

-Forest Research: $194 m i l l i o n (down 3%) 
-State and P r i v a t e Forestry: $195 m i l l i o n (down 21%) 
- I n t e r n a t i o n a l Forestry: $10 m i l l i o n (up 43%) 
-National Forest System: $1,333 b i l l i o n (down 1%) 
-Forest Service F i r e f i g h t i n g : $398 m i l l i o n (up 3%) 
-Construction: $205 m i l l i o n (up 1%) 
-Land A c q u i s i t i o n : $65 m i l l i o n (unchanged) 

• Marketing and Inspection Services 

-Food Safety and I n s p e c t i o n Service (FSIS): 
$577 m i l l i o n (up 12%) 

FSIS i s s t a r t i n g t o change i t s focus from sensory 
i d e n t i f i c a t i o n of meat t o i d e n t i f i c a t i o n of m i c r o b i a l 
contamination and preventing contaminated meat from 
e n t e r i n g the processing chain. The PAD recommendation 
f o r FY 96 makes several proposals t h a t w i l l move i n 
t h i s d i r e c t i o n . FSIS i s also seeking a d d i t i o n a l 
compliance o f f i c e r s . FSIS inspectors increased i n 
1993 a f t e r a decline from 1991 t o 1992. 

-Animal and Plant Health I n s p e c t i o n Service (APHIS): 
$450 m i l l i o n (down 2%) 

APHIS seeks t o p r o t e c t the nation's animals and p l a n t s 
from disease i n order t o ensure t h e i r m a r k e t a b i l i t y i n 
t h i s country and around the world. This includes p o r t 
inspections and quarantines. APHIS i s c u r r e n t l y 
attempting t o s h i f t i t s focus from e r a d i c a t i o n of 
pests and disease t o prevention of them. I n order t o 
meet t h i s goal, more f l e x i b i l i t y i n the agency's 
budget i s requested. 

- A g r i c u l t u r a l Marketing Service (AMS): 
$49 m i l l i o n (down 9%) 

AMS c a r r i e s out programs t h a t f a c i l i t a t e the marketing 
of a g r i c u l t u r a l products and ensure f a i r t r a d i n g 
p r a c t i c e s . About 70% of the funds needed f o r these 
a c t i v i t i e s are derived from user fees. AMS has 
r e c e n t l y expanded i t s market data c o l l e c t i o n i n 
i n t e r n a t i o n a l markets. 

-Other agencies: $10,884 b i l l i o n (down 53%) 

These include the Packers and Stockyards 
A d m i n i s t r a t i o n (P&SA), which administers the Packers 
and Stockyards Act. PS&A i s moving t o becoming a 100% 
user-financed program. The A d m i n i s t r a t i o n also 



believes that the Federal Grain Inspection Service, 
which f a c i l i t a t e s the marketing of grain, should be a 
user-financed program. 

• International Affairs, Crop Insurance and Commodities 
Programs 

- A g r i c u l t u r a l S t a b i l i z a t i o n and Conservation Service 
(ASCS): $657 m i l l i o n (down 8%) 

ASCS administers the crop price- and income-support 
programs of the Commodity Credit Corporation. Savings 
here come from r e s t r i c t i n g the Emergency Livestock 
Assistance Program to areas where reformed crop 
insurance p o l i c i e s are not available. 

-Federal Crop Insurance Corporation (FCIC): 
$89 m i l l i o n (up 29%) 

Under USDA reorganization, FCIC w i l l be merged in t o 
the Farm Service Agency. FCIC provides subsidized 
crop insurance to farmers. The program was 
comprehensively reformed i n FY 94. The farmers are 
now indemnified f o r a loss greater than 50% of normal 
production. The reform l e g i s l a t i o n also began a 
program of disaster assistance program for crops FCIC 
does not currently insure, such as f r u i t s and 
vegetables. 

-Foreign A g r i c u l t u r a l Service (FAS): 
$123 m i l l i o n (up 5%) 

FAS administers intern a t i o n a l trade promotion and 
export assistance programs for USDA. They work on 
trade negotiations, market development, 
administration of P.L. 480 and CCC's mandatory export 
loan guarantees and Export Enhancement program. 

• Research/Economics/Statistics Agencies 

- A g r i c u l t u r a l Research Service: $725 m i l l i o n (down 2%) 
-Cooperative State Research Service: 
$437 m i l l i o n (down 12%) 

-Extension Service: $445 m i l l i o n (down 3%) 
-other programs: $168 m i l l i o n (up 9%) 

• Central Administration Area 

-Rental payment to GSA: $90 m i l l i o n (up 2%) 
- F a c i l i t i e s request: $66 m i l l i o n (up 129%) 
-info-share: $59 m i l l i o n (n/a) 

Info-share i s a USDA i n i t i a t i v e to improve the 
effi c i e n c y and customer service of USDA f i e l d o f f i c e s 



through a new computer system that w i l l cost $500 
m i l l i o n over the next f i v e years. 

I I I . Discretionary issues facing USDA 

• Privatization of the Rural Telephone Bank (RTB) 

The PAD recommends r e t i r i n g 51% of the government-held 
Class A stock i n FY 96. The RTB would be kept on budget 
u n t i l 100% of the Class A stock i s r e t i r e d , but RTB would 
be allowed to use i t s earnings from the l i q u i d a t i n g 
account to finance new loans and/or r e t i r e Class A stock. 
The PAD believes that RTB i s healthy enough to r e t i r e 51% 
of i t s Class A stock and use i t s earnings to become a 
viable private e n t i t y . 

The other option i s to r e t i r e the statutory minimum amount 
of Class A stock i n FY 96 and the outyears, r e s u l t i n g i n a 
51% retirement by 2030. 

• Allocation of FTEs to USDA for provision of major 
administrative support services 

The PAD recommends that 120 FTE be allocated to USDA over 
the next 4 years for the T h r i f t Savings Plan employee loan 
processing, with a central "bank" of FTE for USDA to use 
for uncontrollable growth i n service demands to be 
considered at a l a t e r time. 

Other options include creating a central bank now, 
requiring USDA to renegotiate FTE allocations annually, 
and requiring USDA to absorb increases i n service 
requirements through e f f i c i e n c i e s . 

IV. Meeting the Administration's GATT commitments for USDA 
spending on U.S. agriculture 

On September 30, the Administration committed to spend an 
additional $600 m i l l i o n on GATT-permissible ("greenbox") 
agriculture programs over the next f i v e years. OMB sees a 
$166 m i l l i o n o f f s e t for t h i s spending from recently enacted 
crop insurance reform. The Administration also agreed to 
maintain t o t a l discretionary spending on USDA a g r i c u l t u r a l 
programs at or above the FY 95 level i n the FY 96 and FY 
97 budget requests. Charts i n the f u l l document (pp. A-50 
and 51) i l l u s t r a t e that the NRES PAD recommendation for 
USDA i n FY 9 6 meets t h i s commitment. Increased funding for 
the Export Enhancement Program i s viewed by some as a part 
of t h i s commitment. NRD i s exploring the use of crop 
insurance savings f o r t h i s purpose. 

V. Assessment of f i n a n c i a l management a c t i v i t i e s at USDA 

For the f i r s t time since passage of the CFO's Act, USDA's 



CFO addresses problems i n the customer service and f i n a n c i a l 
management systems. This includes recognition that 
f i n a n c i a l management should be customer-oriented, have 
strong emphasis on creation of an e f f e c t i v e f i n a n c i a l 
management community, have managerial accountability 
supported by timely and accurate f i n a n c i a l information, and 
have a single integrated f i n a n c i a l system. 

VI. Food and consumer services 

• Special Supplemental Food Progreun for Women, Children and 
Infants (WIC) 

The PAD recommends $3,820 b i l l i o n , a $350 m i l l i o n increase 
over FY 95, but a $94 m i l l i o n reduction from the agency 
request. 

• Commodity Supplemental Food Progreun (CSFP) 

The PAD recommends $86 m i l l i o n for FY 96. This i s a $6 
m i l l i o n decrease reduction from FY 95, but a $38 m i l l i o n 
increase over the agency request. 

• Food donations for selected groups 

The PAD recommends adopting the agency request of $310 
m i l l i o n , which i s consistent with guidance and $22 m i l l i o n 
over FY 95. 

• Food Program Administration 

The PAD concurs with the agency recommendation of $117 
m i l l i o n , an $11 m i l l i o n increase, with $5 m i l l i o n for ADP 
investment and $6 m i l l i o n for increased administrative 
costs. 

• Nutrition Promotion Progreun 

The PAD recommends $2 m i l l i o n , a reduction from the $15 
m i l l i o n agency request. 

• Child N u t r i t i o n Discretionary 

The PAD recommends $28 m i l l i o n , a reduction from the $32 
m i l l i o n agency request. The PAD does recommend providing 
a $7 m i l l i o n increase i n Dietary Guidelines for technical 
assistance. 

• Food Steunps Discretionary 

The PAD recommends $7 m i l l i o n , a $15 m i l l i o n reduction 
from the agency request and $12 m i l l i o n below FY 95. This 
i s due to the PAD recommendation not to fund the N u t r i t i o n 
Communication I n i t i a t i v e . This i s because there w i l l be a 



broader approach to t h i s issue developed during Farm B i l l 
i n i t i a t i v e s . 

• Agricultural Marketing Service 

The PAD recommendation i s for $0, as opposed to the $50 
m i l l i o n request by USDA. The FY 95 Agriculture 
Appropriations b i l l provides f o r an FY 96 advance 
appropriation to purchase $50 m i l l i o n worth of export 
subsidies. I f there must be continued funding f o r t h i s 
program, HRD recommends funding i t through the Farm B i l l 
with mandatory spending rather than discretionary. 

VII. Other USDA issues 

• Funding for WIC and related issues 

The PAD recommends a $350 m i l l i o n increase f o r FY 96 and 
97. The PAD recommends establishing FY 97 as the f u l l 
funding goal i n l i g h t of estimates of increased 
p a r t i c i p a t i o n at f u l l funding. 

The other options are: (1) a $444 m i l l i o n increase for FY 
96, which might enable WIC to reach f u l l funding by the 
end of FY 96, or (2) a $300 m i l l i o n increase to maintain 
l i k e l y end-of-95 caseload and propose mandatory funding 
for increases above that l e v e l . 
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AGENCY SUMMARY 
DEPARTMENT OF AGRICULTURE 

(Excluding P.L. 480) 
(In millions of dollars) 

FY 1993 FY 1994 FY 1995 FY 1996 
BA OL BA OL BA OL BA OL 

DISCRETIONARY 

FY 1993 Actual/FY 1994 Actual/FY 1995 Enacted: 
NRD 10.564 9.642 10,879 10,640 9.640 10.013 
HRD 3.494 3.473 3.876 3.870 4.013 4.027 

TOTAL 14,058 13.115 14.755 14.510 13.653 14.040 N/A N/A 

April 21st Planning Guidance 
NRD 10.273 10.213 
HRD 3.927 3.987 

TOTAL 14.200 14,200 

FY 1996 Agency Request: 
NRD 11,154 10.387 
HRD (Includes an additional $512 million for WIC) 4.513 4.582 

TOTAL 15.667 14.969 

FY 1996 PAD Recommended Level: 
NRD 10.506 10.213 
HRD 4.370 4.417 

TOTAL 14.875 14.630 

Percentage Change from: 

FY 1993 Actual 5.8% 11.6% 
FY 1994 Actual 0.8% 0.8% 
FY 1995 Enacted 9.0% 4.2% 
April 21st Planning Guidance 4.8% 3.0% 
Agency Request -5.0% -2.3% 



AGENCY SUMMARY 
DEPARTMENT OF AGRICULTURE 

(Exduding P.L 480) 
(in millions of dollars) 

FY 1993 FY 1994 FY 1995 FY 1996 
BA OL BA OL BA OL BA OL 

MANDATORY 

FY 1993 Actual/FY 1994 Actual/FY 1995 Enacted: 
NRD 17.257 17.415 13.258 14.535 10.372 11.180 
HRD 35.615 31.782 36.165 34.362 36.731 34.481 

TOTAL 52.872 49.197 49.423 48.897 47.103 45.661 N/A N/A 

FY 1996 Agency Request:: 
NRD 10.201 10.200 
HRD 38.432 36.116 

TOTAL 48.633 46.316 

FY 1996 PAD Recomniended Level: 
NRD 10.201 10.200 
HRD 38.432 36.116 

TOTAL 48.633 46,316 

AGENCY TOTAL 

FY 1993 Actual/FY 1994 Actual/FY 1995 Enacted: 
NRD 27,821 27,057 24.137 25,174 20.012 21.193 
HRD 39.109 35.255 40.041 38.232 40.744 38.508 

TOTAL 66,930 62,311 64,178 63,407 60,756 59,702 N/A N/A 

FY 1996 Agency Request: 
NRD 21,355 20,587 
HRD 42.945 40.698 

TOTAL 64,300 61.285 

FY 1996 PAD Recommended Level: 
NRD : 20.707 20,413 
HRD 42.802 40.533 

TOTAL 63,508 60,946 
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U.S. DEPARTMENT OF AGRICULTURE 
HISTORICAL SPLIT OF OUTLAYS 

($ in millions) 

1965 
54% 

$3,740 

24% 
$1,558 

22% 
$1,640 

1985 
84% 

$47,143 

3% 
$1,715 

13% 
$7,314 

75% 
$11,744 

78% 
$49,197 

1975 

$2,877 

1993 

1% 
$815 

21% 
$13,115 



$2,754 74% 

$10,549 23% 

$1,492 3% 

$706 2% 

L SDA MANDA CRY OUT .AYS 
($ in millions) 

1975('̂ °*̂ '-̂ ^̂ -̂  B) 
32% $3,704 

8% $299 

2% $79 

5% $202 

8% $295 

1985^"^°*^'- ̂ '^^•'^ 
38% $17,681 

36% $16,681 

$838 7% 

$240 2% 1% $117 
5% $584 

$6,669 57% 

1994 '̂̂ •̂'̂  ̂ ) 
$885 2% ^^'^^ 

$974 2% 

25% $12,175 

71% $34,577 

Commodity Credit Corporation Q ASCS (Including CRP and WRP) ^ Farmers Home and Rural Dev. ^ Rural Electrification Admin. 

Federal Crop Insurance Corp. [~] Forest Service. m Domestic Feeding Programs 



U.S. DEPARTMENT OF AGRICULTURE 
Natural Resources Division/Human Resources Division 

FY 1996 PAD Recomendation 
($ in millions) 

79.0% 
$38,432 

70.6% 

1.0% 

$10,201 

$10,506 

29.4% 
$4,370 

MANDATORY DISCRETIONARY 

NRD • HRD 
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STREANLIMING PLAN STATUS 
7TB SDHMARY 

DBPARTMEMT OF AGRICULTURE 
(FTEs in thousands) 

Z X m i t X l i l A I l l S l S . FY1996 FY1997 FY1998 FY1999 

FY 1993/94/95 FTE 113.4 109.8 109.3 

FY 1996 Budgst Rsqusst 109.3 108.0 lOC.O 103.1 

Planning Ouidanes 109.4 108.3 IOC.4 104.4 101.4 

PAD Rsoonsndation 108.9 107.9 106.4 104.4 101.4 

strsaalining Plan 111.3 109.3 108.0 106.0 103.1 

Buyouts Plannsd 2,360.0 

Diffsrsncs bstwssn Budast Raousst andi 

Planning Ouidanos l.O 1.6 1.6 1.7 

PAD Rsoonsndation 1.4 1.6 1.6 1.7 

gyplMMttiglU. Th* Dspartasnt of Agrioulturs did not inoluds FTE's for snsrgsnoy 
firsfightsrs in sithsr its rsqusst or strsaalining proposal. Ths ourrsnt sstiaats for 
thsss PTE's i s 1,400. Ths USDA sstinatss for both i t s budgst rsqusst and strsaalining 
proposal havs bssn adjustsd upward by that amount in saoh ysar. In addition, ths USDA 
rsqusst inoludss FTE's to opsrats ths Thrift Savings Plan, for which USDIk would lihs 
osiling r s l i s f . I t s sstiaats for thsss FTE's in FY 1995 and FY 1996 ars 264 and 281 
rsspsotivsly, inorsasing to 340 by FY 1999(sss issus papsr.) Ths PAD rsoonsndation would 
rsduos FTE's in FY 1996 bslow guidanos, oonsistsnt with grsatsr fisld offios sffioisnoiss, 
and would hold USDA at guidanos Isvsls in ths outysars. FY 1995 FTE inoluds supportabls 
Isvsls for actual and PAD rsoonsndsd ooluans. MOTEt For FY 1995, ws s s t i n t s that 
supportabls FTE will bs 1100 Isss than ths budgst rsqusst, bsoauss FBHA and SCS 
appropriations ars not suffioisnt to fund thsir FTE allowancss. 
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STREAMLINING PLAN STATUS 
SUMMARY ASSESSMENT 

DEPARTMENT OF AGRICULTURE 

SUMMARY ASSESSMENT: 

o streamlining plan does not meet overall FTE reduction targets because emergency 
firefighters were not included in original targets or current report. Also USDA objects 
to absorption of workload associated with support of the Th r i f t Savings Plan that i t 
administers for a l l agencies. 

o Streamlining plan does not meet NPR goals for reduction of headquarters offices by 50 
percent nor does i t meet goals for reduction of administrative personnel. 

o Streamlining plan does not provide many specifics on how streamlining w i l l be achieved 
or how customer service w i l l be affected. 

STATUS: 

o OMB has requested a revised streamlining plan reflecting enactment of the USDA 
reorganization b i l l . 

o Asked USDA to analyze the effects and alternatives bf administrative support and 
headquarters cuts and provide those specifics in the revised plan. 

o Asked USDA to tentatively "price" the savings resulting from major i n i t i a t i v e s such as 
procurement reform and information management. These savings w i l l be reported in the 
revised plan. 

o Asked USDA to li n k planned buyouts during FY 1995 to anticipated effects on customer 
service and program mission, in their revised plan. 

A-2 



KEY FEATURES OF PLANS AND DISCUSSION: 

o The current USDA streamlining plan before OMB relies heavily on reorganization of 
f i e l d offices for savings before FY 1998. Since the reorganization b i l l was pending at 
the time the latest plan was prepared, the plan included sketchy information on how 
reductions would be achieved without sacrificing customer service. USDA did not appear 
serious about streamlining prior to the October 13,1994, passage of the b i l l . 

o Other areas of emphasis include information management and procurement reform. While 
strides have been made in these areas, no direct linkages to FTE reductions were 
included i n the report, nor were specific plans to implement improved purchasing 
practices or a mechanism to centrally manage information outlined. 

o Almost a l l bureaus resisted the 50 percent cut i n "headquarters operations". 
While general arguments were made against this target, they were not compelling nor were 
many specific problems reported. There is no evidence that the effects of administrative 
and headquarters reductions were seriously analyzed. 

o The Forest Service seems furthest along i n their streamlining analysis, including 
redirection of resources due to "Ecomanagement" studies and creation of self-directed 
work teams by specific training plans. Self-directed work is a major tool to downsize 
supervisory levels. However, analysis of administrative support needs 
improvement. Significant redirection of work was also reported i n Inspection Service 
plans by reducing supervision and overhead to hire more inspectors. 

o The USDA plan provided for combining administrative support units at the Undersecretary 
level, rather than the bureau level, so that a l l bureaus under a given area would be 
serviced by one entity. Details were sketchy, but the concept is worthy of further 
development. 
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U.S. Department of Agriculture 
Prior Organization 
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U.S. Department of Agriculture 
New Organization as of October 1994 
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lADMINISTRATIGN'S USDA REORGANIZATION PROPOSAL 

OLD STRUCTURF 

iSoi Conswvation Service ISCSih 

lAgricutturaJ Stabiaathxi & Conseivation Servk 

iFeimere Home Admlnistraifon^ 
Fedetal Crop Insurance CofpofBtion̂  

Rural Electrification Administration (REA! 
Rural Development Administration (RDA 

Agricultural Cooperative Service (ACS)f 
[Alternative Agricultural Research & Commercialiaii 

Food & Nutrition Service (FNS)h 
Offioe ot the Consumer AdvBOfj-

iHuman Nutrition Infonnation Service 

Forest Sen îce 

Food Safety & Inspection Service (FSIS) 

Animal & Plant Health Inspection Sen/ice (APHIS)|-

Agricultural Marketing Service (AMS) 

Grain Inspection Servicef 
Packers 9, StocKyards Administration 

NEW STRUCTURF 

Natural Resources Conservation Service 
I) Sol CkHiservation Service 
)) ASCS Ckwservation Cost-Share Prognims 

Farm Service Aoencv 
i) ASCS Commodity Programs 
>)FCIC Fann Programs 

[Rural Utiities Service 
i) REA Telephone/Electric 
JRDAW| te r4Sevw_ 

Rural Housing & Cooperative Devetopment Servfce 
I) RDA & REA Rural Community Lending Programs 

b) FmHA Rural Housing Programs 

Rural Business & Cooperative Devetopment Service 
a) Altemative Agricultural Research/Commercialization 
b) RDA & REA Business Devetopment Programs 
c) Agricultural Cooperative Service 

Consumer Service 

^ iHutrition Research ft Education Senrice| 

•^HForest Service 

- • { F o o d Safety & Inspectton Service (FSIS) 

•^tAnimal & Plant Health Inspection Service (APHISj 

-^jAgriculturBl Mariceting Sen l̂ce (AMS) 

Grain Inspection • Packers 
a Stockyards Administration 
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OLD STRUCTURF NEW STRUCTURF 

" •(Office of the Secretary (SEC) | 

Conaressional Relations (CR)I —' •{Office of Congressional and Intergovernmental Relations] 

Office of Public Affairs (OPA^+-= [ | 
•jOffice of Communications! 

kmice Of uoeraoons iuu}\ 
iDITna of Panonnal tOr\\ 

•bf f ioe of Ooerations (00\ 1 

— • O f l c e of Personnel (OP) 1 

1 •lOffice of CIvl RIahts EnfbroementI 
Office of Office of Advocacy and Entemrise (OAE) 1- •lOffKe of Smal & Disadvantaged Business UtlizatioH 

• v o a n J of Contract Appeals 1 

Office of Administrative Law Judaes (OAL»l •lOflice of Administrative Law Judaes (OAU) 1 

umce or me Judicial Officer lOJOii •(Office of the Judicial Officer (OJO) 1 

Office of the Inspector General (OIG)i-

Offioe of the General Cound (OGC)I-

Commodity Credit Conwmtion fCCCU 

[Cooperative State Research Servi^ 
[Agricultural Research Service (ARS; 
[Extension Servicel 
[National Agricultural Ubraryl 

Economic Research Service (ERS! 
[Office of Enemyl-

•^Office of Infonnation Resources Manaoemen (OIRM) I 

•HOffice of ttie Inspector General (OIG) I 

-•HOffice of ttie General Cound (OG(5)1 

-•iCommodity Credrt Corporation (CCC) I 

-•jAgricultural Research & Education Servicel 

-•jEoonomic Research Service 

Foreign Agricultural Servicel • 
[Office of Intemational Cooperation & Devetopment - • f Intemational Agricultural Trade Service 

Natio Agricultural Statistics Service (NASS) 
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IADMINISTRATION'S USDA REORGANIZATION PROPOSAL 

EXECUTIVE OPERATIONS 

OLD STRUCTI IRF 

I Worid Agricultural Quttook B^pfd (WAOB^ ̂ • 

lOffice of ttie Executive Secretariat (OESy|-

I Office of Budget and Prporam Analysis (OBPA) 

Fanners Home Administration (FmHA) 
a)Ai)Deal8Staff 

Federal Crop Insurance Corporation (FCIC) 
a) Appeals Staff 

I Economic Analysis Staff (EAS)" 

Agricultural Stabrization and Conservation Service (ASCS) 
a) Appeals Staff 

I Office of Finance and Management f QFM)]-

NEW STRUCTI IRF 

-•HExecutive Operational 
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eTREAMLINIMG PLAHSl MPR TAROBT POPULATIONS 
DBPARTMEMT OF AGRZCULTURB 

(FTEs in thousands) 

FY 1993 
TY1994 FY1996 m>?7 zzim mm 

113.4 109.8 109.3 109.3 108.0 108.0 103.1 

Vuabsr of Positions! 

13.2 12.3 11.1 10.4 9.8 8.8 8.3 

I t t I t s l t 9 l t 9 I t l O I t l l I t l l 

22.1 21.8 21.1 20.8 20.5 19.7 19.1 

2.7 2.8 2.6 2.5 2.4 2.4 2.3 

2.0 2.0 1.9 1.9 1.9 1.8 1.8 

2.5 2.5 2.4 2.4 2.3 2.3 2.2 

Aooountants snd Auditors.... 3.3 3.2 3.1 3.1 3.0 2.9 2.8 

Orgsniistionsl Lsysrs not Roportod— Has no asaning at Ospt. Isvsl 
sinos largo and saall Imroaus 
bavs diffsront nusbors of layors 
in thoir organisations. 

i t r J l S u S i l g " ! ^ . ' * ' ' ••rvios firofightors, which voro not inoludod in USDA 
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PROGRAM STRUCTURE AND PERFORMANCE 
SMALL COMMUNITY AND RURAL DEVELOPMENT 

(in millions of dollars) 

FY 1993 FY 1994 FY 1995 FY 1996 

Small Community and Rural 
Development BA 

OL 

Actual 
2.961 
2.134 

Actual 
3.043 
2.759 

President's 
Request 

(FY 95Bud) 
2.827 
2,666 

Enacted 
2,734 
2,627 

President's 
Request 

(FY 95Bud 
2.945 
2.688 

Agency 
Request 

3.587 
2.775 

Recom. 
PAD less 

Recom. Request 
3.163 (424) 
2.704 (71) 

Description of Programs 
(PAD Rec., % change from enacted) 

Rural Utilities Service: 
$1,032 
(+35%) 

New agency created under the USDA reorganization. Agency indudes the electric and 
telephone loan programs formeriy administered by the Rural Electrification Administration and 
the water and wastewater loan and grant progrems formeriy administered by the Rural 
Development Administration. 

Electric toans are made to rural cooperatives that distribute ar>d generate electricity. Distribution 
cooperatives are eligible for hardship loans (5% borrower rete) and for a muncipal rate toan 
(between Treasury and 5%) depending on the cooperatives' firuincial condKion and the number 
of subscribers per mile K serves. Generation and transmission cooperatives are eligible for 
toans bearirig an interest rate equal to the Treasury rate of comparable maturity plus orie-eighth 
of a percentage point. Telephone borrowere receive similar assistance. Loans are made at 
5%. Treasury rates, or Treasury plus one-eighth of a percentage point, depending on the 
cooperatives' financial condition and the numt>er of its subscribers per lir>e mile. REA telephone 
borrowere currently have fewer party line services (98% one-party service) than rwrvREA 
borrowere that serve rural areas. The 1990 Farm bill authorized a new distance leaming and 
ntedical link grant program that is now the REA program most in demand and that nray be 
representative of a new direction for the 50 year old REA program. Grants are made to 
educatioruil instttutions. hospitals, or other rural community fadlities to provide access to dasses 
and training via video uplinks. 

Dired water and wastewater toan and grants are provkJed together as a finandal package to 
public bodies, organizations operated on a not-for-profit basis, and Indian tribes, for the 
devetopment of storage, treatment, purification, or distribution of, water or the collection, 
treatment, or disposal of wastewater in rural areas. A rural area indudes any area, dty or town 
that has a population of rrat more than 10.000 inhabitants. Grants are used in comt>ination with 
toans in proportton to a community's ability to afford the cost of the project while charging 
reasonable utility rates. Drinking water and sewage treatment systems serving small, mostly 
rural populations currently have the highest rates of noncompliance with Federal environmental 
standards and Safe Drinking Water Ad standards. 
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Key Performace Indicatore: 1991 1992 1993 1994 

Water and Wastewater loans and grants 
Dollara obligated ($ millions): 
New usere served: 
Systems built, expanded, improved: 

Eledric loans 
New consumera served 
Miles energized 
Numt>er of borrowere 

Telephone loans 
Miles of line construded or improved 
Dial subscrit)ere, new or improved 
Number of borrowere 

846 1,075 1,343 1,382 
829,044 758,103 825,800 812,870 

718 660 594 605 

13.183 13.460 
2,250,000 2,270.000 

929 910 

960.000 970.000 
6,174 6.237 

952 945 

Rural Housing and Community 
Devetopment Service: New ager>cy created under the USDA reorganization. Agency indudes all of the rural housing 

$1.572 toan and grant programs formerly administered by the Farmere Home Administratton and the 
(•*-10%) community fadlity loans formerly administered by the Rural Development Administration. 

Rural housing single-family dired toans are made to enable eligible very tow- arwl tow-lricome 
applicants to purchase, construd, and repair houses in rural areas, if ttwir need fbr necessary 
housing canrtot be met with finandal assistance from other sources. Dired loan interest rates are 
adjusted so that tx>rrowera' mortgage payments do no exceed 20% of income. Guaranteed 
loans are made for similar purposes but to moderate-income families. Rural housing dired 
multi-family loans are nwst often made to private devetopere and some non-profit corporattons 
to finance oonstrudton of rental housing for elderiy, handicapped persons, arxl families, and 
other low-, very low-, arKi moderate-irKome rural residents. Rental assistance grants are 
provkJed to the multi-tamily projeds to reduce the amount of rent charged to teruints. These 
grants are 5 year contrads that are projed-spedfic and are not transferable. Rural areas for all 
housing programs are defined as towns with less than 10,000 inhabitants. 

According to the most recent federal housing survey, mon than 7 million rKmmetro housefioMs 
are struggling with serious housing problems, and are either living in phystoally inadequate or 
overcrowded units or carrying an unaffordable housing cost burden. Three out of every four of 
these households are tow-income: more than 4 million have very low incomes (less than half of 
median). 

(immunity fadlity dired and guaranteed toans are made to public, nonprofit assodattons, arKi 
Indian tribes in rural areas and towns with a populatton of 20,000 or less, for essential community 
fadlities and necessary equipment. Loans are made for hospital construdion and equipment, 

e stations and fire trucks, and other community fadlKies. 
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Key Performance Indicatore: 
1991 1992 1993 1994 

Community Fadlity Loans 
Population served: 3.023.181 4,734,920 2,872.765 3.327,357 
Number of borrowere graduated to 

private credit 200 361 370 356 
Rural Housing 

UnHs assisted 76,835 78,692 85,373 104.224 

Rural Business and Community 
Development Service: New agency created under the USDA reorganization. Agency indudes the business and 

$153 Industry guarenteed toan program, the rural devetopment grant program, and the intermediary 
(•••8%) relending program formeriy administered by the Rural Development Administratton. 

The Business and Industry guarenteed loan program provides toan guarantees issued to tocal 
tendere on loans made to individuals, public, private, or cooperative assodations. and IrKlian 
tribes, for the purpose of improving, developing, or finandng business, industry and 
emptoyment. and improving the economic and environmental dimate in rural communHies. This 
type of assistance is available only to businesses located in areas outskle the iMundary of a 
dty of 50.000 or more. Intermediary loans are made to intermediary borrowers (private nonprofit 
corporetions. state or tocal govemment agendes, Indian tribes and cooperatives) who, in tum, 
relerKi the furids to rural businesses, private nonprofit organizations and other entities. Finandal 
assistance from the intermediary must be for community development projeds, the 
establishment of new businesses and/or the expansion of existing tnisinesses. Rural 
development grants are made to finance and fadlitate devetopment of snwll ar>d emerging 
private busirwss enterprises in rural areas or cities of up to 50,000 populatton. Prtority is gĥ en to 
applications for projeds in open country, rural communrties and towns of 25,000 or smaller, and 
ecorwmically distressed communHies. 

Key Performance indtoatore: 

Business and Industry/ 1991 19?2 1??3 1994 
Intermediary Relending 

Jobs saved & created 7.296 11,828 3,591 15,927 
Loans made 142 82 60 77 
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Famier Program loans Under the USDA reorganization, the fanner program loans will be moved from the Farmere 
$390 Home Administration to the Farm Service Agency. 
(-3%) 

Dired and guaranteed farm loans are made to farmere who are unable to receive credK 
elsewhere to purchase farmland, equipment and other farm input Hems. In general, dired loans 
are made to family-sized operatore who are highly leveraged. The dired toans help restrudure 
debts or help the farmer stay on the fami. For operating loans, the loan limit is $200,000 for dired 
toans and $400,000 for guaranteed loans. Pureuant to the farm crisis in the 1980s, a spedfc set 
of borrower's rights has been promulgated by Congress. These borrower rights provide a 
number of opportunHies for borrowere in serious finandal difficulty to have their debt written down 
in order to retain the farming business. These opportunities indude tradittonal loan 
rescheduling, reamortization and deferrals. As the farm loans from the 1980s have been 
serviced, the program has begun to target its new loans to beginning and sodally 
disadvantaged farmere. 

Key Performance Indicatore: 

For the nwst part, FmHA does not have any outcome measures. The farm program Is 
consistently flagged as a poor finandal performer t>y OMB, GAO and the USDA IG. 

NRD is working with FmHA to establish and track performance measures for the 
farm programs, but statisttos will not be available for some time. 
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PERCENTAGE OF HOUSEHOLDS WITH INADEQUATE PLUMBING IN RURAL AREAS BY COUNTY 

*<3 

Data Source: 
with FmHA Definition of Rureri 

L ] no data 

m 0.980 - 1.799 (726 counties) 
Greater than 5.000% (237 counties) 
0.520 - 0.979 (737 counties) 

• 1.8000 - 5.000% (710 counties) 
B I Lesstj 10.520% (697 counties) 



PROGRAM STRUCTURE AND PERFORMANCE 
CONSERVATION PROGRAMS 

(in millions of dollars) 

FY 1993 FY 1994 FY 1995 FY 1996 

Description of Programs: 
(PAD R e c , % change from enacted) 

Soil Conservation Service (SCS) 
$784 

( + 8%) 

Agricultural Stabilization and Conservation 
Service (ASCS): conservation programs 

$60 
(-46%) 

BA 
OL 

Actual 

1,240 
1,150 

Actual 

1,149 
1,277 

President's 
Request 

(FY 95Bud) 

697 
886 

Enacted 

626 
980 

President's 
Request 

(FY 95Bud) 

784 
800 

Agency 
Request 

988 
1,064 

PAD 
Recom. 

844 
972 

Recom. 
less 

Request 

(144) 
192) 

SCS provides technical and cost-share assistance to landowners for soil and water 
conservation purposes. Technical assistance is directed to: erosion control on highly 
erodible lands (these measures are required for producers to participate in the CCC 
price- and income-support programs), water quality improvment practices, and 
rangeland managment. The agency also maps soils and wetlands and makes wetland 
delineation determinations. SCS provides cost-share assistance for flood damage 
prevention and water quality. SCS will reform its principle cost-share program, the 
Small Watershed Programs this year to emphasize water quality and non-structural 
methods (wetlands) of flood damage reduction. S C S ' s primary goal is the reduction of 
erosion on highly erodible lands. Soil sediment is the principle cause of water quality 
impairment. In FY 1996, S C S will provide technical assistance to individual land owners 
and units of government that will affect 65 milllion acres, reducing an estimated 350 
miliion tons of soil erosion. From 1982, average erosion on cropland will have fallen from 
4.1 tons/acre to below 3 tons/acre this year. 

ASCS conservation programs include cost-share and land retirement activities. The 
cost-share programs, including the Agricultural Conservation Program, provide 
financial assistance to landowners for conservation practices on their lands, such as the 
use of Integrated Pest Management techniques, cover crop seeding and terrace 
preparation. High priority practices, such as the Water Quality Incentives Program and 
Integrated Crop Management will be continued in FY 1996. The land retirement 
programs, include the mandatory Wetlands Reserve Program and Conservation 
Reserve Program, which purchase permanent easements for retiring wetlands, and 10 
year rental contracts on highly erodible lands, respectively. The Wetland Reserve 
Program PAD recommendation (for 300,000 acres) will significantly advance the 
President's goal of a Nationwide net increase in wetland acres. These acres will be 
added to the 268 thousand acres previously enrolled through the WRP and Emergency 
Wetland Reserve Program since FY 1992. The CRP currently has 36.5 million acres 
enrolled. The Administration supports the reauthorization of the CRP in the 1995 Farm 
Bill. 
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PROGRAM STRUCTURE AND PERFORMANCE 
FOREST SERVICE 

(in millions of dollars) 

FY 1993 FY 1994 

Actual Actual 

FY 1995 
President's 

Request 
(FY 95Bud) Enacted 

FY 1996 
President's Recom. 

Request Agency PAD less 
(FY 95Bud) Request Recom. Request 

Forest Service. BA 
OL 

2,179 
2,178 

2,373 
2,335 

2,402 
2,348 

2,370 
2,392 

2,413 
2,548 

2,396 
2,384 

2,406 
2,409 

10 
25 

Description of Programs: 
(PAD R e c , % change from enacted) 

Forest Research: 

$194 
(-3%) 

State and Private Forestry: 

$195 
(21%) 

The Forest Service performs intramural research that develops and disseminates scientific information 
aimed at improving how Federal, State, and private landowners protect, manage, and use the Nation's 
1.6 billion acres of forest and related rangeland. The forest research program is carried out through six 
fundamental areas of research: forest fire and atmospheric sciences, forest insect and disease, 
resource analysis, forest management, forest environment, and forest products and harvesting. 
Research to support the President's Plan for the Pacific Northwest, the Climate Change Action Plan, and 
the NSTC assessments are top priority. Another top research priority is research to support the Forest 
Service's shift to ecosystem management. 

The cooperative State and Private Forestry programs provide assistance that helps State and private 
landowners manage, protect, and use their forest resources. Assistance is provided through the State 
Foresters and a wide range of partners including tribal governments and local officials. Programs 
funded include: forest health management; cooperative fire and pest protection, urban and community 
forestry, forest stewardship and the stewardship incentive program (provides technical and cost share 
assistance to non-industrial private landowners to improve private forests' health and management). 
Economic assistance to communities in the Pacific Northwest is also provided through State and Private 
Forestry programs. 

The FY 1996 Budget would significantly increase funding for assistance to States for forest fire 
management and for the forest stewardship and stewardship incentive programs. The PAD 
recommended level for the forest stewardship program will result in 6.3 million acres being enrolled in a 
cost-share program that promotes sound forest practices by non-industrial private landowners. 
Approximate 450 million seedlings will be produced and planted on 1.1 million acres of non-industrial 
private forest land. At the PAD recommended level for the stewardship incentives program, 14,550 trees 
will be planted and approximately 19,750 landowner contracts will be reviewed and approved, leading to 
improved management by private landowners. 
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PROGRAM STRUCTURE AND PERFORMANCE 
FOREST SERVICE 

(in millions of dollars) 

International Forestry: 

$10 
(43%) 

National Forest System: 

$1,333 
(-1%) 

Forest Service Firefighting: 

$398 
(3%) 

Construction: 

$205 
(1%) 

Land Acquisition: 

$65 
(0%) 

The Forest Service, through cooperative efforts with other countries, promotes the 
management and conservation of natural resources internationally. The requested increase 
for international forestry programs will fund increased technical cooperation in countries such 
as Brazil, Mexico, Russia, and Indonesia. Funding will also be provided for two international 
forestry institutes in Puerto Rico and Hawaii. 

Funding for the Nation Forest System supports the protection, management and utilization of the 191 
million acres of National Forest System lands through the following programs: timber harvest and 
reforestation; rangeland management; outdoor recreation programs including trail maintance; and 
wildlife management programs. Funding for the timber and the minerals programs is reduced from the FY 
1995 enacted level, while increases are proposed for the rangeland management, recreation, and 
wildlife management programs. This is consistent with the agency's move to an ecosystem 
management approach. 

At the USDA request and PAD recommended level, total timber sales would be 4.2 billion board feet 
including salvage sale funding. This is about the same level as the FY 1995 budget. The total 
reforestation and timber stand improvement programs will meet the Forest Service's estimated need of 
about 300,000 acres for each program. 

The funding provides for fire presuppression, fuels management, and emergency fire suppression 
activities. Through the fire presuppression and fuels (dead and dying timber or brush) management 
programs, the Forest Service inventories fuels hazards and determines appropriate treatments to reduce 
the risk of severe fires. The funding also supports suppression of wildland fires and immediate 
rehabiliation, such as planting seedlings, to reduce further damage to natural resources. The PAD 
recommendation will provide for the removal and treatment of high priority fuels on 348,000 acres. 

The construction program provides for acquisition, restoration, construction, and improvement of 
buildings, utility systems, recreation facilities, trails, roads, and bridges. The PAD recommendation 
includes increases for recreation facility repair and road construction. Timber road construction and 
repair funding is $10 million less than the FY 1995 Budget request. Approximately 200 miles of recreation 
roads and 98 miles of timber roads would be repaired or constructed. 

Funding in the Forest Service's Land and Water Conservation Fund account provides funding for the 
acquisition of lands for recreation and conservation purposes. At the PAD recommended level, 
approximate 56,000 acres will be purchased. The Forest Service has developed, with the Department 
of the Interior, a list of criteria for determining high priority acquisitions, which include areas threatened 
with imminent development and areas with significant natural resources. 
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PROGRAM STRUCTURE AND PERFORMANCE 
MARKETING & INSPECTION SERVICES 

(in millions of dollars) 

FY 1993 FY 1994 FY 1995 FY 1996 

Actual 
Marketing and Inspection 
Services BA 1,034 

OL 1,085 
Description of Programs 
(PAD Rec, % change from enacted) 

Actual 

1,061 
1,004 

President's 
Request 

(FY 95Bud) 

883 
880 

Enacted 

1,044 
1,042 

President's 
Request 

(FY 95Bud) 

883 
880 

Agency 
Request 

991 
980 

PAD 
Recom. 

Recom. 
less 

Request 

1,024 
1,017 

33 
37 

Food Safety & inspection Service (FSIS) 
The major objective of the Food Safety Inspection Service (FSIS) is to ensure that the Nation's commercial 

$577 supply of meat and poultry products is safe, wholesome, and correctly labeled and packaged. The Meat and 
( + 1 2 % ) Poultry Inspection Program of the FSIS provides in-plant inspection of all domestic establishments preparing 

meat or poultry products for sale or distribution in commerce; reviews foreign inspection systems and 
establishments that prepare meat or poultry products for export to the United States; and provides technical 
assistance to States which maintain meat and poultry inspection programs equal to the Federal inspection 
program. 

The Agency is begining to change its focus away from sensory identification of contaminated meat, to 
identification of microbial contamination and contaminated meat and preventing contaminated meat f rom 
entering the processing chain. The FY 1996 request and PAD mark makes several proposals that move it 
towards this direction. Both FSIS and the Agricultural Research Service (ARS) are working in consultation to 
develop a rapid microbial test that will identify contaminated meat. The Agency is proposing $8 million for the 
Field Automation Information Management (FAIM) pilot project that will electronically link slaughter and 
processing plants to the Washington headquarters. Ultimately this wil l enable the Agency to speed up i t 's 
internal communications process. The Agency is also proposing $5 million for its Pathogen Reduction Program 
which includes funding for: the development of rapid microbial test, consumer education, unannounced plant 
inspections, and additional compliance officers. 

FSIS: Performance Indicators: 

Numt>er of Inspectors 
1991 
7,095 

1992 
7,089 

1993 
7,444 

Pounds Inspected (in millions) 
Meat Slaughter 35,500 38,727 40,665 
Poultry Slaughter 29,581 35,679 37,070 

Import/export activity 
Meat and poultry imported 2,516 2,609 2,597 
Meat and Poultry exported 3,324 2,730 2,000 
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Animal and Plant Health Inspection Service (APHIS) 
The primary mission of APHIS is to protect the Nation's animal and plant resources from diseases and pests in 

$450 order to preserve the marketability of U.S. agricultural products within this country and for export. APHIS conducts 
(-2%) inspection and quarantine activities at U.S. ports of entry to prevent the introduction of exotic animal and plant 

diseases and pests. APHIS's Animal Damage Control (ADC) program protects agricultural and natural 
resources by engaging in preditor control activities. The Agency also carries out programs programs to control 
and eradicate pest infestations and animal diseases. There were 5,157 full-time employees and 1,654 
other-than-permanent full-time employees as of September 30, 1993. Field activities are managed on a 
National basis through 10 regional offices and 440 field offices. APHIS also works in 50 states, Guam, Puerto 
Rico, Virgin Islands, Mexico, Central America, the Caribbean, Western Europe, Australia, Asia, and Africa. 

Historically the mission of APHIS has been pest and disease eradication. The Agency is attempting to shift this 
focus more towards the exclusion and prevention of these problems. This shift in focus is required by the 
globalization of international trade, that has greatly increased the threat of foreign pest and disease introduction. 
The Agency has recognized that preventing harmful pests from entering the country is less expensive than 
getting them out. For FY 1996 greater flexibility of APHIS resources will be requested. The Agency is currently 
constrained by its 43 line items which require spending on specific pesta and diseases. A decrease in line items 
and an increase in the in the contingency fund is requested, (contingency) pest suppression fund. APHIS 
administrators believe that this will enable the Agency to respond to pest emergencies without requesting The 
Agency is also requesting the elimination of 8 of its 43 line items, so as to provide greater flexibility in the 
allocation of resources. 

APHIS: Performance Indicators 
APHIS has developed performance indicators for its Agricultural Quarantine Inspection (AQI) program. The 
goal of this program is to prevent prohibited agricultural pests and diseases from entering the country. The 
Agency measures performance by comparing the rate at which prohibited items are intercepted with the rate at 
which passengers and crews are bringing items of agricultural significance into airports. 

1993 1994 
Passenger inspection (millions) 57 58 
Pest interceptions (thousands) 52 53 

By comparing the ratio of pests intercepted with the number of passengers, over time the Agency will be able to 
determine whether or not a particular strategy has been effective. 

Agricultural Marketing Service (AMS) 
AMS is to carries out a wide range of programs that facilitate the marketing and distribution of agricultural 

$49 products, ensure fair trading practice, and assures consumers of an abundant, high quality food supply. This is 
(-9%) achieved through the collection and dissemination of market news information, the establishment of grading 

standards, the promotion of an efficient agricultural transportation system, the provision of inspection and grading 
services, and through various marketing development programs. Approximately 70 percent of funds needed to 
finance these activities are derived from user fees. As of September 30, 1993 there were 3,552 full-time 
employees and 1,796 other- than-permanent full time employees. AMS is headquartered in Washington, D.C, 
with approximatly 197 field offices. 
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In recognition of the growth in international trade AMS has begun to expand its market data collection 
capabiliti beyond the bord rs of the United States. The ci ition of internation agricultural market data 
entails the collection, analysis and dissemination of supply, inventories, prices and other market information for 
numerous agricultural commodities. This information is critical for agricultural exporters' who make decisions on 
where and when to sell, and at what price. 

Other Agencies 
Other agencies in this area include the Packers and Stockyards Administration (P&SA), which is an 

$10,884 investgative agency, primarily responsible for administering the provisions of the Packers and Stockyards Act. 
(-53%) P&SA's mission is to promote fair business practices and a competitive marketing environment that benifits 

producers, consumers, and those engaged in the marketing of live poultry. The Agency carries out this mission 
by: investigating trade practices of packers, market agencies and dealers, investigating meat merchandising 
chain store buying, investigating the financial condition and payment practices of market agencies, dealers, and 
packers. There are 176 full-time permanent employees, and twelve regional offices. P&SA is moving towards 
becoming a 100% financed user fee program. In their FY 1996 the Agency is seeking authority to collect license 
fees to cover the cost of the program. 

The mission of the Federal Grain Inspection Service (FGIS) is to facilitate the marketing of grain, oilseeds, 
pulses, rice, and related commodities by: a) establishing descriptive standards and terms, b) accurately and 
consistently certifying quality, c) providing for uniform official inspection and weighing, d) carrying out assigned 
regulatory and service responsibilities, and e) providing the framework for cornmodity quality improvement 
incentives to both domestic and foreign buyers. FGIS employs 646 full-time permanent employees, and 
operates out of 21 field off ices. User-fee supported activities account for approximatly 74 percent of total agency 
spending. The FGIS FY 1996 submission reproposes a user fee for standardization activities. FGIS develops 
reviews, and maintains official U.S. grain standards used by the entire grain industry. This proposal would initiate 
user fees for this service. The Administration believes that the benificiaries of these services should pay for the 
costs of these services. 
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Description of Programs: 
(PAD R e c , % change from enacted) 

Agricultural Stabilization and Conservation 
Service (ASCS): Salaries and Expenses 

$657 
(-8%) 

Federal Crop Insurance Corporation (FCIC) 
$89 

(-t- 29%) 

PROGRAM STRUCTURE AND PERFORMANCE 
INTERNATIONAL AFFAIRS, CROP INSURANCE AND COMMODITY PROGRAMS 

(in millions of dollars) 

FY 1993 FY 1994 FY 1995 FY 1996 

BA 
OL 

Actual 

1,155 
1,145 

Actual 

1,142 
1,178 

President's 
Request 

(FY 95Bud) 

1,104 
1,070 

Enacted 

748 
856 

President's 
Request 

(FY 95Bud) 

1,104 
1,120 

Agency 
Request 

924 
932 

PAD 
Recom. 

Recom. 
less 

Request 

869 
867 

155) 
(65) 

ASCS administers the crop price- and income-support programs of the Commodity 
Credit Corporation (mandatory). This support is provided through the 13,765 county 
office employees throughout the country. ASCS county office employees are not 
considered Federal FTEs, by statute, although the Federal government pays their full 
salary costs. County office workload includes: program administration and compliance, 
basic farm record management and commodity program payments, workload. The 
performance goal of the program is to maintain customer service with increased 
efficiency. This goal will be advanced through the Farm Service Agency 
reorganization, with office co-locations and closures to attain a smaller field office 
structure, but one that can deliver more efficiently a "one-stop shopping" for farmer 
customers. ASCS salaries and expenses will be combined in the USDA reorganization 
with the farmer loan programs of Farmers Home Administration and the Federal Crop 
Insurance Corporation to form the Farm Service Agency. Savings from the agency 
request for this area are due to restricting the Emergency Livestock Assistance Program 
to areas where the reformed crop insurance policies are not available. 

Under the USDA reorganization, the Federal Crop Insurance Corporation (FCIC) will be 
merged into the Farm Service Agency. FCIC provides subsidzed crop insurance to 
farmers to protect against adverse production losses caused by natural disaster. The 
program was comprehensively reformed in FY 1994. The reform significantly expanded 
crop insurance in order to replace ad hoc disaster programs. A new "catastrophic" 
policy was created that indemnifies farmers for greater than a a 50% production loss. 
The catastrophic policy indemnifies farmers at roughly the same amount as the ad hoc 
disaster program. The catastrophic policy is free to the farmer, who must sign up for this 
insurance coverage if he or she is a CCC farm program participant. A $50 processing 
fee is collected to defray the administrative expenses for the policy. The reform 
legislation also established a standing disaster assistance program for those crops 
that FCIC currently does not insure (mostly small crops like fruits and vegetables). The 
disaster assistance is available to a farmer for these crops if the area (county) where the 
land is located experiences a 35 percent loss or greater. The farmer is indemnified for 
any loss exceeding 50 percent of normal production. 
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PROGRAM STRUCTURE AND PERFORMANCE 
INTERNATIONAL AFFAIRS, CROP INSURANCE AND COMMODITY PROGRAMS 

Foreign Agricultural Service (FAS) 
$123 
( + 5%) 

FAS administers the international trade promotion and export assistance programs of 
USDA. FAS has both overseas and Washington personnel. Their activities include 
work on trade negotiations, market development, administration of PL 480 and the 
mandatory export loan guarantees and the Export Enhancement Program (EEP) of the 
CCC. FAS organizes overseas trade shows for agricultural products and provides 
cost-share assistance for product and commodity promotion through the Market 
Promotion Program. In keeping with the Administration's September 30th commitment 
for GATT, MPP is fully funded in the PAD mark. FAS's goal is to increase agricultural 
exports by 50% by the year 2000. The Trade Policy Coordinating Committee has not 
finalized the common performance measures for the export promotion agencies. 
Currently FAS has no presence domestically, except in Washington. PAD 
recommendation provides funds for FAS to increase domestic outreach, by co-locating 
with the Department of Commerce Export Centers in order to better assist new-to-export 
firms. Overseas expansion of FAS offices, included in the PAD mark, would provide 
additional support to increase U.S. exports. 
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Description of Programs: 
PAD REC (% change from enaded) 

Agricultural Research Service (ARS): 
$725 million 
(-2%) 

PROGRAM STRUCTURE AND PERFORMANCE 
RESEARCH/ECONOMICS/STATISTICS AGENCIES 

(in millions of dollara) 

FY 1993 FY 1994 FY 1995 FY 1996 

BA 
OL 

Adual 

1.766 
1,735 

Adual 

1.817 
1.807 

President's 
Request 

(FY 95Bud) Enaded 

President's 
Request Agency 

(FY 95Bud) Request 

1,741 
1,822 

1.831 
1.831 

1.704 
1.763 

1.841 
1.863 

PAD 
Recom. 

1.775 
1.855 

Recom. 
less 

Request 

(66) 
(8) 

ARS is the Federal component of agricuKural research, employing 8.000 FTE's in 125 laboratories. 
Research is performed in soil, water and air sdences. plant sdences. animal sdences. 
commodity convereion and delivery, and human nutrition. ARS is pladng increased emphasis on 
pestidde redudton. induding integrated pest managementrfood safety/pathogen redudion. and 
the food intake of children. Recent priorities indude research in no-till farming methods and 
improved crop resistance to inseds and disease. 

Cooperative State Research Service (CSRS): 
$437 millton 
(-12%) 

C^RS provides research grents to colleges and univereKies. The largest portton goes to the 1862 
land grant colleges and univereities. The National Research InKiative (NRI). funded through 
CSRS. provides competitive grents that undergo peer review. A separate FadlHies account funds 
construdion of research fadlKies at colleges and univereHies. CSRS is pladng greater emphasis 
on integrated pest management and aHematives to pesttoides that EPA may not reregister, as well 
as areas such as water quality and gtobai change. Ĉ SRS is emphasizing competitive research 
through the NRI, as opposed to research grants and construdton projeds that are targeted to 
specific locattons, often for purposes that have a local, rather than national or regional use. Annual 
appropriation earmarits frustrate this emphasis and have consistently underfunded the NRI 
request. An example of recent emphasis indudes research in ways of redudng the stress on trees 
through integrated forest protedion (ecosystem management). 

Extension Service (ES): 
$445 million, 
(-3%) 

ES provMes grants mainly to State extenston agencies. The ES provkies a large number of 
diveree programs and services, fmm advtoe on proper laundry sorting to education on pestidde 
application and fann management. It also indudes altocattons for spedfic programs such as the 
Expanded Food and Nutrition Education Program (EFNEP) for low income households, and 
assistance to the 1890 (historically black) univereities, induding Tuskegee. The current program 
emphasizes integrated pest management and improvement of fadltiies at the 1890 institutions. 
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other Programs: Other programs in this area indude the National Agricultural Library (NAL) in Beltsville. and the 
$168 million, central USDA economics and statistics agendes (the National Agricultural Statistics Service and 
(4-9%) the Economic Research Service-ERS). Statistics programs manage surveys of the agricultural 

sedor for use by USDA. other govemment agendes, and the general public. ERS currently. 
employs 400 economists, in addition to economists employed in program bureaus. The 
economics progrems provide additional analyses in major program and policy areas. Emphasis is 
being placed on moving NAL into the eledronic infomiation age through greater provision of 
computer on-line services, and in begining the preservation of older library materials currently in 
poor condition. The statistical programs are moving into the pestidde use area, in conjundion with 
EPA. 
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PACIFIC NORTHWEST ECONOMIC ASSISTANCE AND FOREST PLAN IMPLEMENTATION 
($ MILLION BA OR PROGRAM LEVEL) 

FY 1994 FY 1994 FY 1995 FY 1995 FY 1996 FY 1996 FY 1996 
M O U ' APPROP. MOU* APPROP. MOU* REQUEST PAD REC. 

ECONOMIC ASSISTANCE 

DOL/JTPA-lll:SEC'Y RESERVE 12 12 12 12 12 12 12 
RDA/RBEG 4.1 4.1 4.1 4.1 4.1 4.1 4.1 
RDA/B&I PROGRAM 35.3 35.3 35.3 35.3 35.3 35.3 35.3 
RDA/INTER. RELENDING 16 16 16 16 16 16 16 
RDA/WWD 87 87 87 87 87 87 87 
RDA/CF PROGRAM 41.6 41.6 41.6 41.6 41.6 41.6 41.6 
FS/OLD GROWTH 3 3.5 3 3 3 3 3 
FS/COMMUNITY ASSISTANCE 10 10 10 10.1 10 10 10 
FS/STEWARDSHIP &SIP 4 0 4 0 4 4 4 
FS"JOBS IN THE WOODS" 16 20 16 14.6 16 16.2 16.2 
DOirJOBS IN THE WOODS" 30 7 30 18.1 30 30 30 
COMMERCE/EDA 15 15 3 3 3 3 3 
EPA/319 CWA, Ecoresearch 5 5 5 5 5 5 5 

Subtotal, Economic Assistance 279 256.5 267 249.8 267 267.2 267.2 

FOREST PLAN IMPLEMENTATION 

FOREST SERVICE 0 60.8 0 67.3 0 74.2 74.2 

INTERIOR 0 21.5 0 36.8 0 48.7 48.7 

Subtotal, Plan Implementation 0 82.3 0 104.1 0 122.9 122.9 

TOTAL ECONOMIC ASSISTANCE 279 338.8 267 353.9 267 390.1 390.1 
& PLAN IMPLEMENTATION 

The interagency MOU formalizes the financial commitment made by the respective Agencies to 
continued funding for PNW Economic Adjustment and Community Assistance. 



USDA - NRD PROGRAMS 
DISCRETIONARY SPENDING 

FY1996 PAD Recommendation- Total of $10,506 M in BA 
(BA$ in millions; % of total PAD rec) 

Research, Economics, 
& Statistics 

$1,775 17% 

Administration 

$425 4% 

International, Commodities 
& Crop Insurance 

$869 8% 

Marketing & Inspection 

$1,024 10% 

Small Community 
& Rural Development 

$3,163 30% 

Conservation 

$844 8% 

Forest Service 
$2,406 23% 



PROGRAM STRUCTURE AND PERFORMANCE 
CENTRAL ADMINISTRATION AREA 

(in millions of dollare) 

FY 1993 FY 1994 FY 1995 FY 1996 

Adual Adual 

President's President's 
Request Request Agency 

(FY 95Bud) Enaded (FY 95Bud) Request 
PAD 

Recom. 

Recom. 
toss 

Request 

BA 
OL 

230 
216 

294 
282 

395 
385 

291 
295 

440 
414 

427 
389 

425 
389 

(2) 

Description of Programs: 
PAD REC (% change from enaded) 

Rental Payments to GSA 
$90 million 
(+2%) 

This funds the annual payments to GSA for all space except the Washington D.C. headquartere 
complex. USDA is undertaking enhanced managment responsibility on its Washington 
headquartere, induding making major renovations and repaire, formeriy a GSA responsibility. 

Fadlities Request 
$66 millton 
(+129%) 

In FY 1995, USDA was given approval to undertake a major renovation of the South Building in D.C, Hs 
largest building, that has deteriorating utilittos and signiftoant heaHh and safety problems. USDA 
estimates that the renovation will increase the capacity of the building by up to 1,800 peopto. and save 
future maintenance costs. In conjundion with the renovatton, USDA will construd a campus-styto 
fadlity in Beltsville, whtoh will house people dislocated during the renovation, and, after the comptotton 
of the renovation, house staff currently in about 18 privately-owned locations, resuKing in signiftoant 
annual savings to tax-payers from reduced toase costs. 

Info-Share 
$59 million 
(n/a) 

Info Share is a USDA initiative to improve the effldency and customer service of USDA field offices 
through a new computer system that could cost over $500 million over the next five yeare. It indudes 
business process re-engineering, coordinated communtoations ar>d information management among 
field office agendes, and the upgrade or purchase of hardware platforms and software when 
necessary. Info Share has come under critidsm from GAO, the Congress and OMB, and has had 
several false starts in the last few yeare. OMB will be exerdsing dose scrutiny over agency 
imptomentation of the projed. This is a very important program to the successful implementatton of the 
USDA field office re-organizatton. 

A-24 



Hazardous Waste Management 
$45 million 
(+187%) 

This program coordinates most of USDA funds for Fe al fadlKies deanup under RCRA and 
CERCLA, although additional funds are found within USDA program agency budgets. Past requests 
have been reduced by the Congress, resutting in a large backlog of projeds. 

Other Programs 
$165 millton 
(+4%) 

These programs finance other offices, such as the Inspedor General. General Counsel, major policy 
offidals and central management of the Department. Under recently enaded USDA re-organization 
legislation, there wilt be a significant redudion in the numt>er of agendes in tfie Department (see 
streamlining sedion). 
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AGENCY DISCRETIONARY WALK-DOWN TABLE - FY 1996 
USDA : NRES PROGRAMS (Excludes HRD and P.L 480) 

(in millions of dollare) 

FY 1993 FY 1994 FY 1995 FY 1996 
BA QL BA OL BA OL BA QL 

FY 1993 and 1994 Adual/FY 1995 Proposed 10,564 9,642 10,879 10,640 10,048 10,058 N/A N/A 

FY 1995 Enaded 9.640 10,013 N/A N/A 

FY 1996 in FY 1995 Budget 10.273 10,213 

April 21st Planning Guidance 10.273 10.213 

FY 1996 Agency Request 11.154 10.387 

PAD Recommendation 10.506 10,213 

Major Policy Comporwnts of Agency Budget Request: 

Component 1: Fimiefi Home Adnm., Rund Dewlopniciit Admin., RutaJ Electrification Admin. 3,591 2,781 
Change fiom FY 1995 Enacted (BA: +31S; OL 

PropoKsSl bOKon in wiler and wBitewaler grants (100% increase), and other incmuesi^ 
wastewater <firectloana, community fiMility direct loans. Decieases mglo-family housing direct loans to Sl billion. 
Request would resuH in an eatimated 36,000 additiooal nml family homeownen, and 39,00^ 
receiving rental assistance. In addition, over 1,300 nind conmiunities woukl receive financing assistance for new and 
upgraded water and wastewater facilities. The request would create an estimated 17,700 direct jobs. 

REA proposes 25% increase in electik hardship and over 100% increase in FFB-rste direct loans above FY 95 enacted, as 
well as 100% increase in RuralTekphone Bank direct loans. Creates new direct loan program for medical and education 
telecommunications links. Request wouM finance an additional 980,000 miles of line oonstniction, and add 6,000 new 
utility subscribers. 

Component 2: Conservation Programs: Change fiom FY 1995 Enacted (BA: +24%; OL: +8%) 1,00^ 1.061 
Funds Wedands Reserve Program (mandatoiy) at 153,000 acres. Increases Small Watershed 

Program 100% fiom FY 95 enacted, and inchides increases for salaries and expenses. Programs would reduce soil loss 
from erosion an estimated 15 million tons fiom the FY 1995 estimate of 335 million tons. 
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AGENCY DISCRETIONARY WALK-DOWN TABLE - FY 1996 
USDA: NRES PROGRAMS (Excludes HRD and P.L 480) 

(in millions of dollare) 

Component 3: Forest Service: Change fiom FY 1995 Enacted (BA +1%; OL:-K).5%) 2.396 2.384 
Includes fimding for Pacific Northwest Forest Plan. Increases funds for State and Private Forestry, and Fire 

Presuppreasion. Decreaaea funds for LWCF Land Acquisition (wouM acquire 8,000 acres), and Emergency Firefighting. 
Request wouU result in 6 million acrea being enrolled in Federal cost-share programs to improve private 
landowner forest practioea. 29 Forest Plans will be revised in FY 1996. Timber stand improvement 
practices wiD be impkmentod on 300,000 acres, snd an estiinated 300,000 acres will be reforested. 

Component 4: ktofceting and Inspection Services: Change fiom FY 1995 Enacted (BA:+7%; OL: 46%) 1,121 1.110 
Request would add 350 meat and pouhiy inspectors and funds to continue implementation of Pathogen 

Reduction Program. A number ofuser fees are reproposed, induding fbr coste of overtime inspections. 

Component 5: Commoditiea and WL Programc Change fiom FY 1995 Enacted (BA: +26%; OL: +10%) 943 942 
Increases aaiaitea and ciqiensea for conmiodity program administiation by 3%, laigdy for pay coste. Also 

increases fimding for the ForeigBAgricuhuial Service to expand export promotion activities. Msrket 
Promotion Program proposed to be cut by S20 million fiom authorized level. Goal of USDA export assistauwe 
programs is to increase U.S. agricultural exporto by 50 percent by 2000. Request adds fiinds for tiade shows 
snd additional agricultural trade offioen in overseas ofificcs to promote exports. 

Crop Insurance equcat incorporates 1994 reform legislation that shifts fimding for expense reimburaenicuts to 
mandatory. Increase in salaries and expenses requested to implement reform. 

Component 6: RMeareii, Eooncmies and Statistics: Change fiom FY 1995 Enacted (BA- +0.5%; OL: +2%) 1.841 1,863 
are inchided for National Reaearcfa Initiative (to FY 95 Budget request levd), snd for formula 

funds to Statea and State universities. Facilities oonstniction for universities reproposed for elimination. 

Componeiit 7: Cential AdnunistrBtioa Chai«e fiom FY 1995 Enacted (BA:+47%; CH.̂ +32%) 427 389 
Funds Moshare computer initiative at S59 million in discretionsry fiinds (phis S37S million in mandatory funds), 

and continues the USDA fimlities initiative to renovate South Buikbig and move D.C. employees out of leased space. 
Facilities initiative is estimated to save $170 million over the next 10 yeara. 
Increases funds 200% for hazardous waste disposd baddog. 

USDA User Fees (Not inchided Above): Change firom FY 1995 Enacted (BA/OL:+2825%,) (130) (130) 

USDA Discretionary Changes to Mandatory Programs (Not inchided Above): (270) (189) 

Agency Request 10,919 10.211 
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AGENCY DISCRETIONARY WALK-DOWN TABLE - FY 1996 
USDA : NRES PROGRAMS (Excludes HRD and P.L 480) 

(in millions of dollare) 

Adjustments to Agency Request (Technical Changes, Scoring Changes, Reestimates): 

Scoring change (Score CRP proposal from revised, not Midsession, baseline) 235 159 

Outlay reestimate — 17 

Total, Adjustments to Agency Request 235 176 

Total, Adjusted Agency Request 11,154 10,387 

FY 1996 Guidance 10.273 10.213 

Amount over Guidance 881 174 

PAD Recommendattons (Changes to adjusted request to meet guidance): 

Component l:FmHA/RDA/REA (424) (71) 
Reduce Water and Wastewater giante to $625 million. Increase aingle-fandly direct loans to Sl .2 billion (FY 95 enacted 

levd). Fully fiind Rental Assistimoe. Piopose new direct loan program fbr AARC. Absorb pay cost. 
Reduce most REA kians to FY 1995 enacted levd. Assume privatized Rurd Telephone Bank (sec Issue Paper). 

Increase new dired loan program for medicd arid educationd telecommunications links to SlOO million. 

Component 2: Conservation Programs: ( 1 ^ ) (92) 
Increase mandatory Wedands Reserve Progrsm to 300,000 acres (FY 95 Budgd proposed kveO. Reduce Small 

Watershed program. Eliminate Cokirado River Basin Sslinity prograin, snow surveys, arid Water Bank progiam. 
Limit increase for SftE. 

Component 3: Fored Service: 10 25 
Fund Emergency Firefighting at ten year average (exduding FY 1994 catastaophic levd) by reducing requested 

increase for fire pro-suppression. Increaselandacquisition to FY 95 enacted levd. Reduce FTEs by 1,000. 

Component 4: Msiketing and Inspection Services: 33 37 
Make additiond inspectora contingent upon enactment ofovertime user fee. Increase flexibility of Animd 

and Plant Health Inpaection Service in responding to pest outbreaks by reducing individud bug line items and increasing the contingency fimd. 
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AGENCY DISCRETIONARY WALK-DOWN TABLE - FY 1996 
USDA: NRES PROGRAMS (Excludes HRD and P.L 480) 

(in millions of dollare) 

Component 5: Commodities and Internationd Programa, Crop fasursnoe: (55) (55) 
Limit SftE to FY 95 enacted level Reduce mandatoiy Livestock Feeding Program. Restore Maricet Promotion 

Progrsm to authorized levd. No change fiom Requed for Crop Insurance. 

Component 6: Research, Economies and Statistics: ^55) ^9) 

HoU formula grante to States and universities to FY 95 enacted levd. Reduce AgricuHurd Researeh Service by 3 
percent FuOy fimd high-priority research initiatives. Concur m requested new fiinding in support oftribaDyoontioDed colleges. 

Component 7: Central Admiiiisti ation: ^2) — 

Maintain Infoshare discretionaiy request, but aUow only SlOO million from CCC. Reduce requed for non-pay inflation. 

Total. PAD recommendattons (648) (174) 

PAD RECOMMENDED LEVEL 10,506 10.213 

Amount over/(under) Guidance 233 (0) 

Percentage C^nge from: 

FY 1994 Adual -3% ^ % 
FY 1995 Enaded 5% 2% 
FY 1995 Budget Assumptkms for FY 1996 2% -0% 
FY 1996 Guklance 2% -0% 
Adjusted Agency Request .6% -2% 
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AGENCY DISCRETIOiyiARY WALK-DOWN TABLE - FY 1996 
USDA: NRES PROGRAMS (Excludes HRD and P.L 480) 

(in millions of dollare) 

FTE Levels 

FY 1993 Adual 113,409 

FY 1994 Adual 109,830 

FY 1995 Enaded 109.803 

FY 1996 Agency Request 109,328 

PAD RecommerKlatton 107,883 

FY 1996 Guklance 108.323 

Amount under Guidance (440) 

* See Streamlining Plan status for specifics of USDA FTEs. 
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DISCRETIONARY INVESl MT PROPOSALS 
DEPARTMENT OF AGRICULTURE 

(in mfflions of dolars) 

FY1993 FY1994 FY1995 FY1996 
President's PresklenfS Recom. 

Request Request Agerwy PAD less 
Actual Actual (FY 95 Bud) Enacted (FY 95 Bud) Request Recom. Request 

Women bitanlB & ChMren (WIC) BA 2.860 3,210 3,564 3.470 3.914 3.914 3.820 (94) 
Fulyfund OL 2,846 3.222 3.538 3.451 3.896 3.968 3.851 (117) 

Redefines Itw hM fOndbig goal for WIG program to the end of FY 1997, from the end of FY 1996 in last year^ Budgel 

Food Sefety HHaUve BA 494 517 534 * 517 534 * 577 * 577 * 0 
OL 506 473 532 * 517 532 * 571 * 571 * 0 

Provides operational lundtng for FSIS Patttogen Retfcjdion Program artd fbr the development of a rapid microt>iological tesL 

Food Safety Research Mtathre BA 16 16 41 28 41 39 39 0 
OL 10 12 35 24 35 32 32 0 

Provides reeearch ftjndhtg fbr ttte Departmenl's mutti agerKy Pathogen Reduction Program. The Anhnal end Plant Heaflh Irwpeclion Sendee (APHIS) 
expend Hs efforts to reduce fbodbome pathogens of animal origin. The AgricuNural Research Service (ARS) vM continue to conduct research 

on pathogen reduction In the entire farm-to-tat>le continiiim. ARS will also develop a rapid orv-ferm diagnostic tool to detect the presence of pathogens 
in ive animals and in eggs. 

National Reseerch InNialive BA 98 105 130 103 130 130 130 0 
OL 45 56 94 80 94 102 102 0 

FI«KJS the National Reeearch InWative (NRO at tfie requested level of $130 mWon, an increase of $27 milon Irom the FY 1995 eneded level. The NRI 
furtds competitive, peer-reviewed research grsnto in: natinri resources artd ttie environment, nutrition and fbod satiety, plant sdertces. animal sciences, 
artd developing new ises for agricultural products, martcets. trade and rural development 

Rural Development InWatfve BA 877 1.039 1,148 1.096 1.208 1.618 1,285 (333) 
(Grants) OL 621 804 887 886 988 1.010 996 (14) 

Increases fUndbiglyy 23% over FY 1995 enected. The recomendation provides lundtng for the Secretary's Water 2000 Wllaflve (see attached map) 
through a 2S%in Water and Wastewater Disposal Grants. Currently, an estimated 500,000 rural residents iadc mnning water. 
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DISCRETIONARY INVESTMENT PROPOSALS 
DEPARTMENT OF AGRICULTURE 

On millions of dollars) 

FY 1993 FY 1994 FY 1995 FY 1996 
President's Presidenl's Recom. 

Request Request Agency PAD less 
Actual Actual (FY 95 Bud) Enacted (FY 95 Bud) Request Recom. Request 

Rural Development hMattve BA 384 580 444 459 444 603 611 8 
(Loans) OL 298 419 352 381 389 383 249 (134) 

(LL "Loan LeveQ) LL 3.119 1.023 5.728 4.029 4.029 4.385 4,675 290 

PAD recomendation is 4% above the USDA request, and 20% above the FY 1995 enacted number. Includes Incressed fundbig for business and 
Industry guaranteed loans, and water and wastewater disposal direct loans. Also includes funds for a new Alternative Agricultural Research and 
Commerciafaation (AARC) loan program, to expand development of new uses for agricultural products. 

Nstural Resouroe Protedion BA 683 735 
artd Environment Intrastructuro OL 711 750 

781 
768 

774 
762 

781 
781 

806 
807 

806 
807 

Provides ftaKing for ecosystem restoration projects, to restore recreation fedMies. improve traUs, and other important maintenance and restoration 
projeds In the 156 National Forests covering 191 million acres. 

0 
0 

CImate Change Adion Plan BA 
OL 

2 
1 

12 
11 

9 
4 

17 
15 

12 
11 

12 
11 

USDA parliclpelBS In eeveial aspects of the 
included for research on recydrtg. improwtg 
pre-timber harvest management. 

's Climate Ctwnge Action Plan to reduce greenhoiwe ges emmlailonB. FY 1996 AiKlng is 
of ferfHzers, technicaf and cost-share assistance to private landowners fbr tree planting, and 

0 
0 

Pacific Northwest Forest Plan BA 
Imptementation OL 

96 
79 

103 
102 

95 
94 

103 
103 

107 
105 

107 
105 

0 
0 

Fiatdbig Included fbr the Imptementation of USDA's portion of the Presidenl% Forest Plan for the Pacific Northwest Fuly funds commitmente in the 
Memorandum of Understanding fbr EooiKMnic Adjustment and Community Assistance for the Pacific Northwest. 

RA 5.412 6.300 6,758 6,551 7.172 7,806 7.387 (419) 
OL 5.037 5,815 6,319 6,199 6,833 6.989 6.724 (265) 
LL 3.119 1.023 5,728 4.029 4.029 4,385 4,675 290 

Food Safety UtiMtrw BA ibr FY 93 Budget, a d FY 1996 iigprei do art 
rMfwdiwely. PADr«ionmmifa«ioaiinmr»iS61 mUlioBiniiewiBcrfeMwinbecaactedataowaiiigertsnaqprii^^ 
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SUMMARY OF DISCRETIONARY PROGRAMS 
DEPARTMENT OF AGRICULTURE 

(in millions of dollars) 

FY 1993 FY 1994 FY 1995 FY 1996 
President's President's Recom. 

Request Request Agency PAD less 
Adual Adual (FY 95Bud> Enaded (FY 95Bud) Request Recom. Request 

Farmere Home/Rural Development/ BA 2.961 3.043 2.827 2,734 2.945 3.587 3.163 (424) 
Rural Eledrification Administrations OL 2.134 2.759 2.666 2.627 2.688 2,775 2!704 (71) 

Indudes funding fbr the Presidential Rural Development Investment InKiative, and subsidy costs of loans for mral housing, 
farms, and electric and telephone t>orTowere. 

Consen/ation Programs BA 1.240 1.149 697 626 784 988 844 (144) 
OL 1.150 1.277 886 980 800 1.064 972 (92) 

Indudes funding for all USDA consen/ation progrems except the Conservation and Wetlands Resen/e Progrems (mandator .̂ 

Forest Service BA 2.179 2.373 2.402 2.370 2.413 2.396 2.406 10 
OL 2,178 2.335 2.348 2.392 2.548 2.384 2.409 25 

Indudes funding fbr the operation of the 156 National Forests, the Padfic Northwest Forest Plan, LWCF Land AcquisKlon and 
Emergency Firefighting. 

Marketing and Inspedion Services BA 1.034 1.061 883 1,044 883 991 1,024 33 
OL 1.085 1.004 880 1.042 880 980 1.017 37 

Includes meat and poultry Inspedion. the Animal and Plant Health Inspedion Service and the Agricultural Marketing Service. 

Intemational Affaire, Commodity. BA 1.155 1.142 1,104 748 1,104 924 869 (55) 
and Crop Insurance Programs OL 1,145 1,178 1,070 856 1,120 932 867 (65) 

Salaries and expenses for administration of domestic and Intemational commodity programs. Costs fbr administering the 
reformed Crop Insurance Programs (crop Insurance indemnity payments are mandatory). 
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Adual 

SUMMARY OF DISCRETIONARY PROGRAMS 
DEPARTMENT OF AGRICULTURE 

(In millions of dollara) 

FY 1993 FY 1994 

Adual 

FY 1995 
President's 

Request 
(FY 95Bud) Enaded 

FY 1996 
President's Recom. 

Request Agency PAD less 
(FY 95Bud) Request Recom. Request 

Research. Economics and Statistics Programs....BA 1,766 1,817 1,741 1,831 1.704 1.841 1,775 (66) 
OL 1.736 1.807 1.822 1.831 1.763 1.863 1.855 (8) 

Indudes the Agricultural Researdi Service, the Cooperative State Researdi Sen/ice, the Economic Researdi Service and the 
National Agricultural Statistical Service. 

Central Admlnlstrathre Programs BA 230 294 395 291 440 
OL 216 282 385 295 414 

Indudes funding for "Infbshare". the Department's overhaul of its county based computer systems. 

Total, Discretionary. BA 10.565 10.879 10.048 9.648 10.273 
OL 9.643 10.640 10.058 10.013 10.213 

Discretionary Planning 
Guidance BA N/A N/A N/A N/A 10.273 

OL N/A N/A N/A N/A 10.213 

427 
389 

11.154 
10.387 

10.273 
10.213 

425 
389 

(2) 

10.506 
10.213 

10.273 
10.213 

(648) 
(174) 
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POTENTIAL INCREASES 
TO DISCRETIONARY PROGRAM RECOMMENDATIONS 

DEPARTMENT OF AGRICULTURE 
(in millions of dollars) 

FY 1993 FY 1994 

Actual Actual 

FY 1995 
Presidenfs Presldenfs 
Request Request Agency 

(FY 95Budj Enaded (FY 95Bud) Request 

FY 1996 
Potential 

PAD Potential Increas. less 
Recom. Increases Pad Recom. 

Single-tamily Housing 

Dired Loans: 

BA 
OL 
LL 

242 
234 

1.295 

333 
312 

1.800 

166 
189 

1,800 

228 
238 

1,200 

166 
171 

1.800 

181 
192 

1.000 

251 
248 

1.200 

377 
348 

1,800 

126 
100 
600 

Pacific Northwest Forest Plan. .BA 
OL 

96 
79 

103 
102 

95 
94 

103 
102 

107 
105 

107 
105 

127 
122 

20 
17 

Would alk>w additional watershedMparian restoration woiH (55.000 more acres of riparian area restored). Additional funding will also allow USDA to 
meet .tegoal of complebng 10 rnanagement plans for Adaptive Management Areas. At full funding, assessments Z S o J o H n 
w a t ^ h ^ s and restorebon woric would begin. Additional planning and monitoring necessary for improved managemert o?S^,Sive a ^ s ^ be 
funded. Forest Sendee staff requested a total of $208 million (94% over USDA submission and PAD Recom) for the Plan J T F Y I ^ 

Total Potential Increases: BA 
OL 
LL 

146 
117 
600 
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POTENTIAL REDUCTIONS TO DISCRETIONARY PROGRAM 
RECOMMENDATIONS TO HIT THE 6% TARGET 

DEPARTMENT OF AGRICULTURE 
(in millions of dollars) 

FY 1993 FY 1994 FY 1995 FY 1996 
President's President's Potential 

Request Request Agency PAD Pdential Reduc. less 
Adual Adual (FY 95Bud) Enaded (FY 95Bud) Request Recom. Redudlons Pad Recom. 

APHIS - Reduce bug line items BA 127 121 108 120 108 111 100 90 -10 
OL 107 102 91 101 91 94 84 76 -8 

Proposed Increase In contingency fund should provide APHIS greater flexibility in funding pest eradication programs. 

Ag Researdi Servloe BA — — -17 -8 -17 — -6 -13 -7 
Close more Federel labs OL — — -13 -7 -17 — -5 -10 -5 

Propose dosing additional labs ddng either low priority researdi or researdi duplicated at other sKes. 

Food Safety Inspection Senrioe BA 404 517 431 517 432 473 516 472 
Rapid user fee Imptementation OL 506 495 429 517 432 468 511 467 

Assume that overtime Inspedion user fees can be Implemented in time to colled full year's fee. 

Consenration Operations BA 577 501 638 587 638 656 636 623 -13 
Salaries and Expenses OL 580 575 628 582 630 645 624 613 -11 

Denies all pay cost related Increases. 

Ag Research Service: Reduce BA 670 694 718 696 724 724 695 681 -14 
kMHMlority researdi OL 687 672 704 688 688 712 695 684 -11 

Fund USDA researdi inttlatlves in the areas of pesticide dearance and Integrated pest management, by redudng base funding for lower 
priority research. 

Reduce Researdi/Extension BA 859 877 851 872 737 918 877 853 -25 
Grants (1) OL 802 876 862 873 875 804 900 882 -18 

Reduce funding fbr grants to 1862 land grant universities and State Extension agendes by five percent from the current level. 
(1) Funding sh total for both programs. 
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POTENTIAL REDUCTK)NS TO DISCRETIONARY PROGRAM 
RECOMMENDATIONS TO HIT THE 5% TARGET 

DEPARTMENT OF AGRICULTURE 
(in millions of dollars) 

FY 1993 FY 1994 FY 1995 

Adual 

FY 1996 

Adual 

President's President's Potential 
Request Request Agency PAD Potential Reduc.tess 

(FY 95Bud) Enaded (FY 95Bud) Request Recom. Redudlons Pad Recom. 

Agricultural Conservation 
Program Termination 

BA 
OL 

194 
182 

195 
216 

100 
164 

100 
162 

100 
144 

100 
143 

50 
123 103 

All Other conservation cost-share programs from ASCS were tranferred to the new l̂ atural Resource and Environment Service" (NRES) 
under the enaded USDA re-organization plan. ASCS fought to hold on to ACP because this program allows funds to be distributed to famnere 
nationwide In an untargeted fashion with minimal accountability. NRES programs will satisfy the same natural resource goals more effidentiy. 

Eliminate Small Watershed Programs BA 205 213 
OL 200 173 

25 
85 

70 
162 75 

150 
141 

110 
123 (50) 

Consistent with FY 1996 policy In FY 1905 Budget to eliminate funding for these small, pooriy evaluated, environmentally damaging water 
projects. PAD rec. fbr FY 1996 Is contingent upon significant refonns being enaded. 

Slightly increases borrower rates to reduce interest rate subsidtes. Reduces levels for 5% loans below those assumed by some In Congress 
to be part of a 1993 "deaf on REA with the Administration (deal was never consumated). 

-50 
-20 

-110 
-73 

REA: Repropose FY 1995 Budget BA 180 79 20 62 20 154 77 41 -36 
OL 57 66 81 84 79 87 78 77 -1 

Dired loans: LL 1416 1.410 1.354 1.467 1.354 2.005 1.610 1.354 -256 

FmHA: Terminate multi-tamily BA 288 298 116 116 116 113 121 0 -121 
loan program. OL 179 274 281 281 129 128 140 129 -20 

Dired loans: LL 574 574 220 220 220 220 220 0 -220 

Program Is sut)jed to fraud and abuse, and is also subsidized through the Federal tax code. Could be proposed as a one-year mortorium 

ARS: Fadlttles BA 
OL 

35 
46 

33 
49 

26 
54 56 

26 
39 

30 
45 

30 
45 

13 
43 

Fund only highest health and safety fadlity priorities (Plum Island, N.Y. + $7.5 million) 
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POTENTIAL REDUCTIONS TO DISCRETIONARY PROGRAM 
RECOMMENDATIONS TO HIT THE 5% TARGET 

DEPARTMENT OF AGRICULTURE 
(in millions of dollara) 

FY1093 FY1994 

Adual Adual 

FY 1995 
President's 
Request 

(FY95Bud) Enaded 

FY 1996 
President's 
Request /Vgency PAD 

(FY 95Bud) Request Recom. 

Pdential 
Pdential Reduc. 

Redudlons Pad Reoom. 

National Agricultural 
Statistics Service 

BA 
OL 

81 
82 

82 
81 

89 
88 

81 
81 

90 
88 

00 
88 

00 
89 

83 
83 

-7 
-6 

Fund at FY 1095 enaded level (no new fimds for pesticide use surveys or pay raise for 
local enumeratora). 

Renovation of USDA's South Building BA 
in Headquartera comptox OL 

9 
9 

9 
9 

Delay for one year. Detailed renovation plan prepared In FY 1995, FY 1996 begins construdion 

51 
31 

40 
15 

40 
15 

-40 
-15 

Hazardous Waste Mgmt. BA 
OL 

16 
20 

16 
24 

26 
23 

16 
16 

26 
26 

45 
38 

45 
36 

26 
23 

-10 
-13 

Fund at FY 1995 Budget level. Congress will protMbly cut PAD rec. level. 

Provide no '96 pay cost or 
' "95 annualization for USDA 

BA 
OL 

00 
86 

43 
42 

-47 

Pay oost absorption fbr most field office agendes already In PAD recommendation. 

State and Private Forestry.. 
Forest Stewardship 

.BA 
OL 

165 
160 

165 
165 

158 
159 

Fund the Forest Stewardship program at the FY 1095 enaded level. 

161 
162 

158 
158 

195 
190 

105 
190 

National Forest System BA 1.310 1,309 1,361 1.343 1.361 1.378 1.378 
Land Ownership Management/ OL 1.320 1.310 1.354 1.338 1.361 1,375 1,375 
Recreation Use (Heritage Resources) 
Fund the Land Ownership Management program and the Heritage Resources program at the FY 1995 enaded tevel. Emphasis 
«vill be on protedion of known historic and cultural sites and colledions and maintaining a minimal tevel of opportunities for public 
il iretation. education, and partidpation. 
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POTENTIAL REDUCTIONS TO DISCRETIONARY PROGRAM 
RECOMMENDATIONS TO HIT THE 5% TARGET 

DEPARTMENT OF AGRICULTURE 
On millions of dollara) 

FY 1093 FY 1994 FY 1995 

Cooperative State Research Service BA 
ExtenskMi Service OL 

Actual 

483 

Adual 

498 

FY 1996 
PresMent's 
Request 

(FY95Bud) 

498 

Enaded 

498 

PresMent's 
Request Agency 

(FY 95Bud) Request 

Pdential 
PAD Potential Reduc. less 

Recom. Redudtons Pad Reoom. 

498 513 498 399 
(73) 

Reduce formula grants by 25% from the PAD REC. (Note: figures are an addHkMial savings to the above 
optton for these programs) Change CSRS to a grant to States that have 1862 Institutions. 

SCS Conservatton OperatkMis BA 
OL 

577 
580 

591 
575 

638 
628 

587 
582 

617 
630 

656 
645 

636 
624 

606 
594 

Levy new user fees fbr technteal assistanoe that Is not of Federal benefit. Abo, charge for Infomurtton and products now provMed free. 
Fees fbr techndal assistance that provkJes greater private than Federal benefits, indudes soils interprstattons for commerdal building purposes. 
hon>esite servk:es and Irrigatkin assistanoe. rangeland management and agricultural waste managment, where there is no pdential water 
pollution. 

SCS Conservation OperatkMis BA 
OL 

577 
580 

591 
575 

638 
628 

587 
582 

617 
630 

656 
645 

636 
624 

616 
604 

SCS estknates that 1,130 staff yeara will be spent on conservatkm compUance ptan revistons. An average fee of $35 per plan 
revision wouM yteld $20 million in savings (about one-third of the SCS estimated costs). 

-100 
-73 

-30 
-30 

-20 
-20 

Farmere Home AdrokiistratkNi BA 114 148 107 04 107 125 111 56 -55 
Fann Loans OL 108 139 108 95 108 124 112 50 -53 

Dined loans LL 1098 1015 780 921 780 827 616 308 -308 

50% cut In dired kwns. Reduces subsMies to high-r1$k borrowera. 

State and Private Foresby BA 165 165 158 161 158 105 105 170 -16 
Cooperative Fire Management OL 160 165 159 162 158 190 190 176 -14 

Fund Cooperative Rre Management program at the PY 1905 Request. This funding level will limit the Federal rote to provkling technical 
assistance to States. S ) finandal assistance funds would be eliminated. 
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POTENTIAL REDUCTIONS TO DISCRETIONARY PROGRAM 
RECOMMENDATIONS TO HIT THE 6% TARGET 

DEPARTMENT OF AGRICULTURE 
On millions of dollara) 

FY 1993 FY 1994 

Adual Adual 

Forest Service Land Acquisttkm. .BA 
OL 

62 
86 

64 
64 

FY 1995 
PresMent's 
Request 

(FY95Bud> 

64 
65 

Enaded 

65 
65 

FY 1996 
PresMent's 

Request Agency 
(FY 95Bud) Request 

Pdenttel 
PAD Pdential Reduc. less 

Recom. Redudtons Pad Recom. 

64 
65 

16 
26 

65 
65 

16 
26 

•49 
-39 

Fund Forest Senrtoe land aoqulsltkNi (part of the Land and Water Consen/ation Fund) at the USDA Request level. Significant land 
acquisitton and 'stewardship" oocura through dher Forest Sen/ice adivHies. such as Ks land ownership management program 
that acquires high prtority lands through land exchanges. 

Tdal Redudlons 
BA 
Outlays 
Loan Level 

-862 
-550 
-784 
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MAJOR OUTYEAR CHANGES FROM A HARD FREEZE 
DEPARTMENT OF AGRICULTURE 

(in millions of dollare) 

Proposal FY 1996 FY 1997 FY 1998 FY 1999 FY 2000 

Planning Guidance BA 10.273 10.329 10.253 10.300 N/A 
OL 10.213 10,311 10.314 10.389 N/A 

Agency Request BA 11,156 10,691 10,598 10.613 10,664 
OL 10.391 10.193 10.267 10.392 10,460 

PAD Recommended Level BA 10.506 10.329 10.253 10,300 10,350 
OL 10.213 10,311 10.314 10,389 10.450 

Differences between PAD Recommended Level and Planning Guidance: 

1 BA 233 0 0 0 N/A 
OL 0 0 0 0 N/A 

Increase above Planning Guidance BA in FY 1996 will result in outyear outiays that can be absori!)ed by additional estimated 
USDA streamlining savings. 

There is a potential outyear issue if the Forest Service is required to cover the costs of buying out timber costs canceled due to 
protedion of endangered spedes habitat, such as the marbled mun«let. Potential costs could reach $200 million. 
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DISCRBTIOnkRT ISSUE PILFER #1 
DEPARTMEHT OF AGRICDLTDSE 
(in millions of dollars) 

ISSUE: Should the Privatization of the Rural Telephone Bank (RTB) be aggressively pursued 
in FY 1996? 

PREPARER/EXT: Stephen Frerichs/54796 

FY 1993 FY 1994 

Actual Actual 

FY 1995 FY 1996 

BA/OB 
OL 
Loan Level. 

9 
8 

175 

9 
9 

200 

Pres. 

Request 

(FY95BUD) 

9 
9 

175 

Pres. 

Request Agency 

Enacted (FY95BUD) Request 

Recom. 

PAD less 

Recom. Recmest 

9 
9 

175 

10 
10 

175 

19 
10 

350 

0 
1 

350 

-18 
-9 
0 

OPTION 1: Begin privatization in FY 1996, by retiring 51 percent of the Government-held 
"Class A" stock. Keep the RTB "on-budget" until 100 percent of the Class A stock i s 
retired, but allow the RTB to use i t s eamings from the liquidating account to finance new 
loans and/or retire Class A stock (PAD REC). 

OPTION 2: Retire the statutory minimum amount of Class A stock in FY 1996 and the 
outyears, resulting in the retirement of 51 percent of the Class A stock by 2030. 

DESCRIPTION OF ISSUEt The Rural Telephone Bank (RTB) was established in 1971. I t 
provides a supplemental source of financing to the wealthiest telephone borrowers of the 
Rural Electrification Administration (REA), including subsidiaries of ALLTEL and CONTEL. 
The RTB's charter was structured with eventual privatization in mind, along the lines of 
the Farm Credit System (now a Government-sponsored enterprise). The law provides that 
un t i l 51 percent of RTB's Class A stock (seed capital to start the Bank, funded through 
appropriations) i s retired by private RTB stockholders or through use of RTB equity, the 
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RTB i s an agency of the United States, subject to credit refrom procedures and to the 
supervision and direction of the Secretary of Agriculture, and authorized to use REA's 
f a c i l i t i e s and employees. Once 51 percent of the Class A stock i s retired, the Bank's 
charter sets forth that the RTB i s no longer an agency of the Federal Govemment, but i s 
an "instrumentality" of the Government, no longer subject to the supervision and direction 
of the Secretary of Agriculture, and no longer able to use REA f a c i l i t i e s and resources 
without cost. 

The RTB Charter requires that beginning in FY 1996, a minimum amount of Class A stock 
be retired to i n i t i a t e the privatization process. At the minimum rate of retirement, 51 
percent would be retired by the year 2030. Once 51 percent has been retired, the 
memJ3ership of the RTB board shifts from a majority of Federal members to a majority of 
private stockholder members. The board has the authority to regulate the manner in which 
the RTB's business shall be conducted, i t s stock issued, held and disposed of, and i t s 
property transferred. 

Even though RTB control changes hands when 51 percent of the Class A stock i s 
retired, partial ownership (51 percent private, 49 percent Federal) would likely require 
that the RTB remain on-budget. Once 100 percent of the Class A stock i s retired, the RTB 
would be completely private and off-budget. Remaining on-budget, according to BRD, 
implies that the accounting and budgeting rules of credit reform should s t i l l apply to the 
RTB even though, by statute, the Bank i s no longer under Federal control. USDA argues 
th&t the RTB cannot function as a private entity under credit reform rules because credit 
reform r e s t r i c t s the RTB's abi l i t y to use i t s earnings from old loans to make new loans. 

Prior to the 1990 enactment of credit reform, the RTB's existing loan portfolio 
retumed sufficient eamings to finance new lending without borrowing from Treasury. The 
RTB was a portfolio lender. That i s , the RTB obtained funds from depositors and or 
investors (Treasury and private stockholders), paying them a fee (i.e, interest or 
dividends) for the right to lend those funds to others. To generate earnings, the RTB 
charges borrowers interest at a spread over i t s cost of funds. 

The enactment of credit reform bifurcated the RTB's portfolio into a "liquidating" 
account (loans obligated prior to FY 1992) and a "financing" account (loans obligated 
after FY 1991). A l l new loans, post FY 1991, were financed through subsidy appropriations 
and borrowings from Treasury. Since FY 1992, the RTB has not been able (or needed) to 
access the eamings from the liquidating account (roughly $70 million in FY 1994) and i s 
no longer a portfolio lender. These eamings, however, have been accruing in a separate 
"equity fund" to be used to retire the Class A stock (FY 1994 balance i s roughly $200 
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m i l l i o n ) . By FY 1996, a s u f f i c i e n t balance w i l l accrue i n the equity fund t o r e t i r e 51 
percent of the Class A stock. 

Credit reform and a 1987 l e g i s l a t i v e change that t i e d the RTB borrower i n t e r e s t t o a 
lagged, moving average Treasury rate, are e f f e c t i v e l y r e s u l t i n g i n the slow disappearance 
of RTB equity as the older, higher i n t e r e s t rate, loans are paid o f f and replaced by new 
loans financed by new Treasury borrowing. USDA estimates t h a t i f t h i s process continues, 
i n 10-15 years the RTB w i l l have i n s u f f i c i e n t earnings t o redeem the Class A stock and 
make new loans as a priv a t e e n t i t y . 

PERFORMANCE INFORMATION: RTB loans are made i n conjunction with other REA telephone loans 
and the REA does not have performance indicators soley f o r the RTB. The following 
describes a l l REA telephone loan programs. 

To date, REA has made almost $11 b i l l i o n i n loans t o over 1,000 r u r a l l o c a l exchange 
c a r r i e r s across the United States. On average, f o r every d o l l a r borrowed from REA and 
invested i n telecommunications plant, borrowers also invested $4.5 of t h e i r own funds. 
These c a r r i e r s have produced a r u r a l telephone network of 1 m i l l i o n miles of telephone 
l i n e t o 6.1 m i l l i o n subscribers, of which 98% now have one-party service as opposed t o 
p a r t y - l i n e service. 

FY 1992 FY 1993 FY 1994 FY 1995 FY 1996 
Request 

Number of subscribers t o 

receive improved service 92,892 66,702 70,046 72,023 105,678 

Ntimber of new subscribers 32,187 8,488 6,204 5,964 9,847 

Loans t o start-up 
companies 9 8 3 2 3 
ANALYSISt The f i n a n c i a l accounting structure dictated by c r e d i t reform w i l l r e s u l t i n the 
l i q u i d a t i o n of e x i s t i n g RTB eamings and equity. Without access t o i t s eamings, the RTB 
cannot become a viable private e n t i t y . The Administration has, t o some degree, 
successfully redirected federal subsidies associated wi1:h REA lending programs t o target 
borrowers based on need, rather than a "first-come-first-served" basis. Graduation of the 
RTB from a Federally subsidized program t o a private bank would continue t h i s policy of 
only subsidizing those most i n need of assistance. However, as time erodes the RTB's 
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equity and eaming capacity, p r i v a t i z a t i o n would become a more expensive option. The 
c r e d i t reform law states t h a t i t i s intended t o be a budgeting and accounting change, not 
an a l t e r a t i o n a basic program operations. I f c r e d i t reform guidelines were interpreted t o 
permit the RTB t o access i t s earnings, as presumed i n the RTB statute, the eventual f u l l 
p r i v a t i z a t i o n of the RTB could be greatly accelerated. 

RECOMMENDATION: Option 1. 

Currently, the RTB i s s u f f i c i e n t l y healthy enough t o r e t i r e 51 percent of the Class A 
stock and use i t s earnings t o become a viable, private e n t i t y . This could occur as early 
as FY 1996. 
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DISCRETIONARY ISSUE PAPER « 2 
DEPARTMENT OF AGRICULTURE 

ISSUE: How should FTE be allocated to USDA for providing major administrative support 
services, such as T h r i f t Savings Plan employee loan processing, to other agencies. 

PREPARER: Frank Stidman/ext 5689 

OPTION 1: Create a central "bank" of FTE to assign to USDA for uncontrollable growth i n 
service demands by ex i s t i n g c l i e n t s due to l e g i s l a t i o n or regulation. The "bank" would be 
created by "taxing" each major agency during the budget formulation process. However, USDA 
must negotiate with new c l i e n t s for FTE transfers from the serviced agency to USDA, when 
new services are requested. 

OPTION 2: Require USDA to renegotiate FTE allocations annually with serviced e n t i t i e s to 
support FTE growth related to service demands for any reason. 

OPTION 3: Require USDA to absorb increases i n service requirements through e f f i c i e n c i e s 
and allow FTE transfers from serviced e n t i t i e s only for new services. 

OPTION 4 (PAD Re c ) : Allocate 120 FTE to USDA over four years for the TSP issue at t h i s 
time; address the broader "bank" issue at a la t e r time i n a government-wide context. 

DESCRIPTION OF ISSUE: The current process of assigning FTE targets to comply with the 
Workforce Restructuring Act i s unfavorable to agencies, such as USDA, that provide 
administrative support services to other agencies. For example, USDA services the T h r i f t 
Savings Program (TSP) government-wide. Since the law allows employees to borrow funds from 
t h e i r TSP's, service demands are r i s i n g every year and more FTEs are needed to provide 
these services. The current process requires that USDA absorb increases i n service levels. 
USDA expects TSP workload demands to ri s e by 120 FTEs over the next 5 years ( 255 FTE were 
used f o r TSP a c t i v i t i e s i n FY 1994.) I t has suggested that another agency may have to take 
over the TSP i f they are not granted FTE r e l i e f . This development would discourage other 
cross servicers, such as the Department of the I n t e r i o r , that are contemplating major 
expansions of cross servicing a c t i v i t i e s . USDA currently provides payroll services to 
almost 500,000 c i v i l i a n employees. The government has enjoyed major savings from USDA's 
cross servicing a c t i v i t i e s . 
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PERFORMANCE INFORMATION; USDA has consistently reduced the cost of pa y r o l l services, both 
i n constant d o l l a r s and nominal d o l l a r s . In 1987, the annual u n i t cost to payro l l an 
employee was $115. In 1995, USDA's annual charge per employee w i l l be $97. I f USDA had 
simply kept pace with i n f l a t i o n since 1987, the u n i t charge would have been $150 per 
employee. We need to encourage and reward t h i s type of performance. 

ANALYSIS: 
Option 1- Create a central FTE bank: 

Pro- A central bank would provide OMB with a potent mechanism to encourage and 
reward s p e c i f i c behaviors such as providing e f f i c i e n t or v i t a l cross 
servicing a c t i v i t i e s . I t also avoids annual struggles between USDA and the 
serviced agencies due to uncontrollable service increases, while s t i l l 
placing r e s p o n s i b i l i t y on the serviced agency for expanded or new service 
requests. 

Con- OMB would be responsible f o r administering an annual "FTE tax" on each 
agency to "fund" the central FTE bank. This could become another area of 
c o n f l i c t among the agencies, i n terms of allowable growth exempt from basic FTE 
l i m i t a t i o n s . 

Option 2- USDA negotiates FTE allocation with agencies served: 

Pro- OMB would not be d i r e c t l y involved i n negotiations among agencies for 
growth. Serviced agencies would examine the legitimacy of USDA growth. 

Con- This process could lead to annual acrimony between USDA and the 
serviced agencies for factors beyond the control of USDA. Ultimately, 
i t could erode the cross servicing program by discouraging new service 
providers from entering the market or USDA expanding i t s range of services. 
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Option 3- USDA absorbs increases in workload: 

Pro- Would encourage USDA to continually find ways to become more 
e f f i c i e n t while s t i l l allowing new service growth. 

Con- May punish USDA i f law or regulation requires an unusually high workload 
growth which cannot be offset i n one year. This could lead to poor quality 
service and discourage expansion of service. 

Option 4- Allocate 120 FTE at this time; review government-wide issue later. 

Pro- Would provide immediate r e l i e f to USDA without the need to administer a bank. Allows 
broader analysis at a later time since this issue also affects other cross servicers such 
as Department of the Interior. 

Con- Allocation relies on u n f i l l e d FTE in other agencies or ac t i v i t i e s to stay within the 
l i m i t s of the Workforce Restructuring Act. 

RECOMMENDATION: Option 4. The issue of allocating FTE to cross servicers needs to be 
reviewed and decided within a government-wide context. The government-wide size of the 
problem i s not currently known either i n the context of current needs or i n the context of 
increasing cross servicing trends over the next few years. We need to encourage cross 
servicers with thoughtful and effective resource allocation policies. We do not expect 
that 30 FTE allocated i n FY 1995 w i l l be a major problem toward overall limitations. 

A-4 8 



INFORMATION PAPER 

Meeting the Administration's GATT Commitments for USDA spending on U.S. Agriculture 

I n the September 30th Sec. Espy/Director R i v l i n l e t t e r , the Administration committed 
t o propose $600 m i l l i o n additional funding f o r USDA GATT-permissible ("greenbox") 
ag r i c u l t u r e programs over "the next f i v e years". The increase i n program level i s t o 
consist of d i r e c t and discretionary spending, d i r e c t c r e d i t s , and c r e d i t guarantees. 
The e f f o r t can include USDA's Market Promotion Program (MPP), and i s designed t o 
benefit a wide range of commodities including dairy, oilseed products, and high-value 
products, and support development of a l t e m a t i v e uses f o r farm products domestically 
and overseas. 

For t h i s greenbox spending, OMB determined that the savings of $166 m i l l i o n generated 
by recently enacted crop insurance reform and designated as an o f f s e t f o r t h i s 
increased program l e v e l , w i l l be credited t o the USDA's Commodity Credit Corporation 
(CCC) i n FY 1995, but i s "no-year" funding that need not be spent only on FY 1995 
program a c t i v i t y . 

The Administration also agreed on September 30th to maintain t o t a l discretionary 
spending on USDA " a g r i c u l t u r a l programs" at or above the FY 1995 l e v e l i n the FY 1996 
and FY 1997 Budget requests to Congress. A g r i c u l t u r a l programs were defined as a l l 
discretionary USDA programs except the domestic feeding programs. 

The chart below shows tha t the NRES PAD Recommendation f o r USDA i n FY 1996 proposes a 
progr2an t h a t meets the t o t a l program l e v e l target of the September 30th commitment. 

The attached table shows options f o r f u l f i l l i n g the Administration's greenbox 
commitment. The te03le includes informal suggestions by USDA policy-makers. 

Further spending needed to completely f u l f i l l the commitment i s increased funding f o r 
the MPP and CCC d i r e c t c r e d i t s . However, t h i s need not be proposed f o r FY 1996. Any 
change might be supported i n the 1995 farm b i l l deliberations. Moreover, performance 
measures should be linked t o new funding f o r MPP, as discussed i n the TPCC crosscut. 

Increased funding f o r the Export Enhancement Program (EEP) i n FY 1995 i s regarded by 
some as an i m p l i c i t part of the Administration's commitment. NRD i s exploring 
possible use of the crop insurance savings f o r t h i s purpose. 
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A f u r t h e r a l l o c a t i o n t h a t would be popular w i t h commodity groups i s f o r expanded use 
of the Food f o r Progress (FFP) program . This a u t h o r i z a t i o n change might be 
supported i n the 1995 farm b i l l . 

USDA D i s c r e t i o n a r y Spending 
( d o l l a r s i n m i l l i o n s ) 

FY 1995 
Enacted 

FY 1996 
PAD Rec. 

FY 1997 
PAD Rec. 

USDA domestic BA $9,640 
d i s c r e t . except OL 10,013 
domestic feeding 

$10,506 
10,213 

$10,329 
10,311 

P.L. 480 
(guidance 
l e v e l s FY 
'96 & '97) 

BA 
OL 

1,246 
1.362 

1,200 
1.300 

1,200 
1.200 

TOTAL BA 
OL 

10,886 
11,375 

11,706 
11,513 

11,529 
11,511 

Increase over 
FY 1995 Enacted: BA 

OL 
820 
138 

643 
136 

This c h a r t shows t h a t t h e commitment w i l l be met as long as P.L. 480 i s not reduced 
more than $820 and $643 m i l l i o n i n BA, r e s p e c t i v e l y , f o r t h e FY 1996 and 1997 request. 
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Greenbox Options 
(Incrementsto the base, in millions of dollars) 

FY 95 Base FY 1995 FY 1996 FY 1997 FY 1998 FY 1999 FY 95-99 

PAD Rec. 

AARC loan program (LL) 1/ 0 0 25 25 25 25 100 
Cooperator 2/ 20 0 1 1 1 1 4 
FAS Tech. Assist. 3/ 98 0 5 5 5 5 20 
GSM Suppliers Credits (LL) 4/ 0 100 100 100 100 100 500 
GSM Facilities Credits (LL) 5/ 0 100 100 100 100 100 500 

Total Program Level: 118 200 231 231 231 231 1124 

(LL =LOAN LEVEL) 

Additional Options 

EEP 6/ 
MPP 7/ 
Food for Progress (LL)8/ 
State MPP grants 9/ 

800 
85 
90 

0 

153 0 0 0 0 153 
0 25 25 25 25 125 
0 75 75 75 75 375 
0 30 30 30 30 150 

1/ Altemative Agricultural Research and Commercialization, direct loans. 
2/ USDA cost-share grants to comrrKxjity groups for overseas activities. 
3/ USDA direct support for U.S. exporters needing guidance. 
4/ CCC short-term credit guarantees for foreign importers. 
5/ CCC credit guarantees for capital goods, such as port facilities. 
6/ Export Enhancement Program, subsidies. Authorized level is $1 billion. 
7/ Market Promotion Program, grants to commodity groups. Authorized level is $110 million. 
8/ Humanitarian donations overseas. 
9/ Grants to individual States to promote fann exports. 
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SUMMARY OF PAD LEVEL DECISIONS NOT COVERED IN ISSUE PAPERS 
DEPARTMENT OF AGRICULTURE 

(in millions of dollars) 

FY 1993 FY 1994 FY 1995 

Water & Wastewater Loans 
& Grants/Rural Housing Loans 

Dired loan level: 

BA 
OL 
LL 

Actual 
750 
503 

2,145 

Actual 
937 
687 

2.645 

FY 1996 
President's 
Request 

(FY 95Bud) 
827 
649 

2.576 

Enaded 
854 
696 

2,106 

President's 
Request 

(FY 95Bud) 
827 
764 

2,576 

Agency 
Request 

1.400 
734 

2.000 

PAD 
Recom. 

1.100 
789 

2.125 

Recom. 
less 

Request 
-300 

55 
125 

PAD recommendation reduces request for water and wastewater loans and grants 2% and 25% above the FY 1995 
enacted level, respectively, and restores single-family direct loans to the FY 1995 enacted level. 

Conservation Programs BA 
OL 

1,221 
1.132 

1.097 
1.267 

788 
977 

841 
1,024 

816 
964 

973 
1.025 

825 
953 

-148 
-72 

PAD recommendation reduces Agricultural Conservation Program by $50 million (-50%), and eliminates the Water 
Bank Program (same as FY 1995 enacted), Colorado River Salinity Control Program (-$8 million) and snow sun/ey 
water forecasting (-$6 million). Increases over FY 1995 enacted levels, but less than the agency request include: 
Conservation Technical Assistance (+$32 million) and Watershed and Flood Prevention Operations (+$40 million). 

Forest Servlce/Firefighting/ 
Land Acquisition 

BA 
OL 

423 
449 

439 
438 

447 
452 

450 
454 

448 
447 

398 
391 

463 
463 

65 
72 

PAD recommendation increases funding for the emergency firefighting program to the 10-year adjusted average (without the FY 1994 
catastrophe) of $239 million. Fire presuppression funding is lowered to the FY 1995 enacted level of $159 million. LWCF land acquisition 
is increased to the FY 1995 enacted level of $65 million from the USDA request of $16 million. Reduces FTEs by 1,000 to be within 
guidance levels (-$45 million - base funding not shown). 

Marketing and Inspection BA 
OL 

1,034 
1.070 

1,049 
1,024 

936 
933 

1,044 
1,042 

936 
931 

991 
980 

1,022 
1.012 

31 
32 

PAD recommendation provides base level funding (same as FY 1995 enacted level) for meat and poultry 
inspection. The recommendation makes funding for additional inspectors contingent upon enactment of 
authorization ofovertime user fees (estimated fee receipts are $61 million in FY 1996). The PAD recommendation 
proposes a decrease of the U.S. screwworm eradication cost-share with intemational partners. 
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SUMMARY OF PAD LEVEL DECISIONS NOT COVERED IN ISSUE PAPERS 
DEPARTMENT OF AGRICULTURE 

(in millions of dollars) 

FY 1993 FY 1994 FY 1995 

Actual Actual 

FY 1996 

Intemational Affairs and 
Commodity Programs 

BA 
OL 

849 
831 

804 
819 

President's 
Request 

(FY 95Bud) 
786 
786 

Enacted 
803 
805 

President's 
Request 

(FY 95Bud) 
821 
834 

Agency 
Request 

850 
848 

PAD 
Recom. 

779 
778 

Recom. 
less 

Request 
-71 
-70 

PAD recommendation increases Foreign Agricultural Service ($5 million) and restores agency request cut in the Maritet 
Promotion Program. Holds salaries and expenses of Agricultural Stabilization and Conservation Service to FY 1995 enacted 
level (-$21 million from request) and eliminates the portion of the mandatory Livestock Feeding Program that would be 
duplicative with enacted crop insurance refonn. 

Agricultural Research Programs BA 
OL 

1.519 
1,479 

1.572 
1,547 

1,550 
1.552 

1,569 
1,561 

1,513 
1,519 

1,642 
1,606 

1.572 
1,595 

Hold fomnula grants to States and unversities to FY 1995 enacted levels. Reduce low priority Federal research and propose 
additional laboratory closures as part of USDA streamlining. Make selected reductions in funding to States for pesticide 
research and for higher education grants (still funded at above FY 1995 budget and enacted levels). 

Infoshare Computer Initiative 

Mandatory (CCC) Funding: 

BA 
OL 

BA 
OL 

11 
11 

29 
29 

90 
81 

18 
17 

27 
27 

89 
89 

59 
51 

150 
129 

59 
51 

100 
86 

Maintain discretionary funding at request level but reduce maximum amount that can be funded from mandatory funds of the 
Commodity Credit Corporation. While Infoshare is an important component of USDA field office streamlining and improved 
customer service, its planning and development have been criticized by GAO and OMB, and only recently have involved 
top agency officials. 

-70 
-11 

-50 
-43 

Total, Discretionary., .BA 
OL 

5,807 
5,475 

5.927 
5,811 

5,424 
5,430 

5,579 
5,599 

5.450 
5,548 

6,313 
5.635 

5,820 
5.641 

-493 
6 
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ASSESSMENT OF FINANCIAL MANAGEMENT ACTIVITIES 
U.S. DEPARTMENT OF AGRICULTURE 

This assessment i s based on the OFFM guidance for reviewing an agency's Financial 
Management Status Report and 5-Year Plan, with p a r t i c u l a r attention to areas of concern at 
USDA. 

Summary 

USDA's CFO for the f i r s t time since the passage of the CFO's Act has prepared a plan that 
deals with long-standing problems i n customer service and fi n a n c i a l management systems. 
OMB's challenge i s to help maintain the current momentum i n the Department and among the 
bureaus. 

Vision Statement 

USDA's v i s i o n statement emphasized four basic improvement approaches: 

— Financial management should be customer oriented and involve a f u l l partnership 
w i t h program managers. The fi n a n c i a l management culture must be adapted to customer 
needs using performance measures and customer feedback to improve program delivery. 

— Strong emphasis was placed on creation of an effe c t i v e f i n a n c i a l management 
community (which, considering i t s fractious history within USDA, i s a c r i t i c a l 
ingredient to success.) The community i s being created by using Financial Interest 
Groups to focus on problems common to the Department and the bureaus. Six separate 
groups are dealing with hiiman resource issues, coordinating consolidated f i n a n c i a l 
statements, design of the central primary accounting system, f i n a n c i a l performance 
measures, modernizing f i n a n c i a l processes, and Government performance and results 
reporting. 

— Managerial accountability should be supported by providing timely, accurate 
f i n a n c i a l information i n concert with performance information to allow managers to: 
measure t h e i r and others' performance. 

— A single integrated f i n a n c i a l system, supported by state-of-the a r t technology, i s 
the key to supporting ove r a l l improvement i n the Department's f i n a n c i a l management. 
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Goals and Strategies 
The 5-Year plan adopts the four improvement approaches stated above as basic goals. The 
strategies for achieving a cohesive financial management community and a single system are 
specific, and reasonable in terms of the intended accomplishment. However, strategies 
related to customer service and accountability are somewhat indefinite (e.g. the strategy 
for "accountability" is to create timely, accurate financial information, without any 
notion as to how timeliness or accuracy would be improved.) Nevertheless, community 
creation and systems development are the appropriate short term priorities. USDA is making 
significant strides to improve these two areas. 

The plan does NOT deal with streamlining in any specific way. However FmHA recently 
received approval for a streamlined approach to management control reviews and the 
"community" lays important groundwork for encouraging and achieving future streamlining 
efforts, throughout USDA's agencies. 

Financial Systems 
USDA's financial systems have been on OMB's high risk l i s t for two years (and are expected 
to remain on the l i s t until FY 1997), although the basic problems existed for a decade or 
more. Aged systems originally built in a stovepipe environment (systems don't talk to each 
other) produce untimely and unreliable data. Some major systems are almost 30 years old, 
such as CCC's primary accounting system. The National Finance Center declared a moratorium 
on new customers because of aged(70's) software and processes. USDA agencies can not and 
do not rely on the central administrative system for fund control information. Corrective 
action has been slow, pending development of an effective management structure. The CFO 
now supervises a relatively narrow range of activities in the Department and has not been 
empowered. Nevertheless, some systems progress has occurred. 

USDA maintains one primary accounting system for administrative activities (payroll, 
travel, procurement) and six "program" accounting systems for its agency specific 
activities including: FmHA loans, FNS benefit payments. Forest Service timber sales, FCIC 
insurance activities, ASCS conservation payments and CCC activities. Work on the central 
administrative system is proceeding well, pending a vendor protest, and is leading the way 
in modernizing the CCC and Forest Service systems by providing a way to buy common 
accounting software. Conversely, FmHA and REA continue to lag in their modernization 
efforts. The new reorganization b i l l may change this situation, in the long term, since 
accounting responsibility for certain loan programs will eventually be transferred to the 
new Farm Service agency and several other new agencies. 
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We estimate that the USDA systems will remain on the high risk l i s t at least until the end 
of fiscal year 1997, when the new primary central system will have been in operation for 
one year and substantial modernization will have been completed at the National Finance 
Center. The exact effect of a major IT modernization project—INFOSHARE— is not known 
since INFOSHARE is s t i l l trying to define its direction. However we anticipate that the 
hardware platform will be common to accounting and general processing needs and that 
information needs outside or not existing in the finance systems will increasingly be 
linked to a general data management mechanism within USDA. Since accounting requirements 
definitions are well ahead of INFOSHARE, they are likely to drive short term hardware 
decisions. 

Audited Financial Statements 
USDA submitted i t s audited FY 1993 financial statements to OMB on October 21,1994. All 
program systems financial statements received clean audit opinions except the Forest 
Service, which received a qualified opinion due to "pervasive" errors in fixed asset 
balances and inability to validate accounts receivable. The Department's consolidated 
financial statements also received a qualified opinion because of continuing control and 
system documentation problems as well as sizable unsubstantiated balances. The audit 
results were an improvement since both Forest Service and the Department received adverse 
opinions last year. The Inspector General's office is pleased with USDA's overall progress 
in improving financial statements since last year. The Department characterizes the 
auditors as significantly improved in terms of a cooperative attitude to mutually solve— 
not create— problems. 

Other Issues 
The National Finance Center(NFC) in New Orleans is a major cross-servicer of other 
domestic federal agencies, particularly for payroll activities. They handle payroll for 
about 400,000 non-USDA employees each pay period. NFC also services the Thrift Savings 
Plan(TSP) for ALL agencies. Streamlining has presented some difficult challenges, since 
TSP loan servicing activity is requiring increasing FTE resources without a govemmentwide 
method to alioeate these resources. This problem will increasingly vex a l l cross-servicing 
entities until a govemmentwide solution is formulated. 

USDA is a leader among the departments in design and management of financial information. 
They have published a financial data dictionary and secured agreement from a l l bureaus to 
abide by the dictionary. A departmental mechanism has also been established to control 
future changes to the information repository, so that bureaus will not stray from the 
established information conventions. This is a very important step in achieving the goal 
of reliable departmentwide information and designing systems which can talk to each other. 
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MAJOR SYSTEMS INITIATIVES FY 1995-96 
U.S.DEPARTMENT OF AGRICULTURE 

Department/National Finance Center: 

o Selection, t e s t i n g , customizing and implementation of the new central administrative 
accounting system. (FY 96—$3.9M) 

o Design and implement new software and streamlined operating processes for p a y r o l l , 
t r a v e l and procurement payment systems. (FY 96—$4.5M) 

Comnodity Credit Corporation: 

o Selection, t e s t i n g , customizing and implementation of a new corporate accounting 
system. (FY 96~$5.7M) 

o Testing three d i f f e r e n t t r a v e l manager commercial software packages to determine best 
software f o r corporate and l i k e l y USDA needs. (FY 96—$.3M) 

Federal Crop Insurance Corporation: 

o Design and implement a cost accounting system to support proper premium sett i n g . (FY 96-
-$.3M) 

o Improve the u t i l i t y of the corporate general ledger by reengineering i t s software to use 
modern information structures. (FY 96—$1.2M) 

Farmers Home Administration: 

o Purchase and i n s t a l l an escrow management system to allow FmHA to c o l l e c t and account 
f o r escrow funds. (FY 96~$12.9M) 

o Redesign the Guaranteed Loan Accounting System to provide for f i e l d o f f i c e terminal 
entry and inq u i r y . This improvement w i l l eliminate many processing delays.(FY 96—$2.3M) 
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SUMMARY OF BUDGET AUTHORITY AND FTE ALLOCATIONS 
TO FINANCIAL MANAGEMENT ACTIVITIES 

U.S. DEPARTMENT OF AGRICULTURE 
FISCAL YEARS 1995 AND 1996 

Functional Area 
Fiscal Year 1995 Fiscal Year 1996 

Functional Area BA FTE BA FTE 

Credit Management 39,550 544 38,257 535 

Asset Management 612,548 10,483 724,992 10,372 

Accounting and Reporting 101,151 1,639 103,689 1,680 

Financial Systems 60,384 423 71,564 486 

Budget and other 24,674 489 23,599 447 

Adjustments 1/ -35,232 -386 -36,593 -371 

Total 803,075 13,192 925,508 13,009 

1/ adjustments allow for c l e r i c a l functions that are i n i t i a l l y counted in the asset 
management function, but perform program duties outside of asset management. 
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Department of Agriculture 
Management Scorecard 

PERFORMANCE MEASUREMENT 

GPRA Pilots 
Status of Strategic Plan 
Performance Measures 

STREAMLINING 
Restructuring/Reengineering 
Overall FTE Goals 
Targeted Populations 

HIGH RISK/FMFIA 
Central Accounting System 
FmHA Loan Systems 

NPR REINVENTION LABS 
Status of Lab Activities 

ELECTRONIC COMMERCE 
Status of Implementation 

INFORMATION 
Infoshare/Reengineering 
Overall Status 

® 1 

Key 

© Significant Progress toward 
Achieving Goals 

© Active Efforts Underway to 
Achieve Goals 

® Reservations About Adequacy 
of Progress and/or Plans for 
Achieving Goals 
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Department of Agriculture 
l\/lanagement Scorecard (cont'd) 

FINANCIAL MANAGEMENT ORGANIZATION 
Implement CFO Organization 
Quality of Status Report/Five-Year Plan 

FINANCIAL PERSONNEL MANAGEMENT 
Career Development Program 
Personnel Recruiting Program 

FINANCIAL SYSTEMS 
Single Integrated System 
Standard Infomiation Architecture 
Timely Useful Management Reports 

MANAGEMENT CONTROLS 
Active Control Program 
Assurance That Controls in Place 
Corrective Action Timely 

ASSET MANAGEMENT 
Delinquency Prevention 
Effective Collection of Debt 
Modem Cash Handling 

AUDITED FINANCIAL REPORTS 
Ability to Issue Accurate Reports 
Quality of Audit Opinion 
Quality of CFO Report 

INSPECTOR GENERAL 
Status of Recommendations 
Financial Audit Program 

© 

© 

© 

© 

© 

Kev 

© Significant Progress toward 
Achieving Goals 

© Active Efforts Underway to 
Achieve Goals 

© Reservations About Adequacy 
of Progress and/or Plans for 
Achieving Goals 
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II 
I I sss REPORT HIGH RISK AREAS 

C PAR IT OF A6Rictn.Txnu: 

High Riek Area 

Faraerm Home Admiiiistration 
(FmHA)t Housing and Farm 
Loans prograins lack 
adequate oversight and 
Internal controls!. High 
total delinquencies ($9B) 
and high delinquency rates 
(17%) in 1993. 
Single-faally Honsliigi 
- Interest credit formula 

provides an incentive to 
the borro«#er to overbuy. 
- No automated delinquency 
system in place.Borrower's 
accounts are not uniformly 
and consistently serviced 
and follow-up not timely. 
- No escrow system i s in 
place. FmHA advances funds 
to pay delinquent taxes and 
insurance, often creating a 
delinquent account as a 
result of the servicing 
action. 
- Wage matching i s 
sporadic, resulting in 
interest credit 
overpayment s. 
Multi-family Housing: 
- Fraud, waste and abuse 
by developers at a l l 
construction phases due to 
a lack of oversight. 
- Lack of prepayment 
ab i l i t y in conjunction with 
Loiir-income housing tax 
credit result in a 
disincentive for project 
managers to maintain the 
project. 
- Project operating 
expenses are overstated in 
some projects resulting in 
tenant and the government 
paying unnecessary rent. 

A joint OMB/USDA task force was fonned to identify FmHA/RDA 
management and budget vulnerabilities and recommend ways to 
improve loan management. A draft task force report was issued 
in August 1994 and recommendations in the report %fere 
included in the FY 1996 Budget submission from the 
Department. 

Next steps: Many of the task force recommendations w i l l be 
included in the PAD recommendation and incorporated into the 
FY 1996 Budget. Some of the recommendations w i l l require 
legislative and regulatory changes while others imply 
specific funding requirements for FY 1996. 

The Task Force w i l l now begin to focus on vulnerabilities and 
tieaknesses within the FmHA accounting and computer systems. 
The report i s scheduled to be finished in spring 1995. 
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PROORESS REPORT H] I AREAS 
DEPARTMENT OF AGRICOLTURE 

High Risk Area 

Assessment^ 

i'ood mnd Nutrition Service 
(FHS)f Food Stamp i l l e g a l 
trafficking for cash, 
drugs, and weapons; and 
fraudulent retailer 
activity. 

1994 budget includes $25B 
for Food Stamp Program. At 
ri«*i ability to detect 
both food stamp traffickino 
by individuals and 
fraudulent retailer 
activity, with an estimate 
of over $100M in benefits 
diverted annually. 

Frndmrml Crop Znuursncm 
Corporation (FCIC)t 
overpayment of claiaw. 

FCIC has a $1B annual 
level. At rimkt 

$100M in losses paid to 
reinsurance companies. 

.«cc«.f„uy „ss.JSJ i.Ji'̂ " S'î isi;-
< l « l « i o n of t h i . l t « t r a . the hlgl, t l . l t l l J T ^ snding 

Dl 
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PROORESS REPORT HIGH RISK AREAS 
t PARTMENT OF AGRICULTURE 

High Risk Area 

r Department-vldB f inancial 
systemst Aged and outmoded 
systeais, inadequate 
financial system controls, 
ineffective central system 
planning and installation, 
and inaccurate financial 
reports. 

USDA administers programs 
which had authorized budget 
authority of $68.18 in 1993 
and direct loan authority 
of $118. At rislci loss or 
misapplication of budget 
resources due to unreliable 
nanagaaent information. 

Progress to Date and Next Steps 

During the past 12 months, the quality of audited financial 
statements improved measurably. No bureau received an adverse 
opinion. Only the Forest Service and Departmental statements 
received qualified opinions. The Department i s sponsoring 
inter-bureau focus groups to concentrate on solving specific 
problems such as producing financial statements. The CFO also 
successfully completed operations capability testing on 
commercial off-the-shelf systems software to be used as the 
foundation for the new departmental accounting system. 
Projects to in s t a l l new accounting systesw in Forest Service 
and ASCS are tied to this software. 

However intemal disputes over which functions should accrue 
*»^«*t»n long term progress. Also, failures in the 

INFOSHARE project affect the technical platform for the new 
system aa well as the future quality of financial management 
information that w i l l be generated in fiel d offices. 

Next stepst The department needs to select a fouiulation 
system and begin implementation over the next year. 
Cooperative %#ork needs to continue with the Inspector General 
to remove the causes of qualified opinions on financial 
statements. The new systems architecture required by the 
reorganization needs to be defined and tied conceptually to 
the foundation system as a cooperative venture between the 
CFO and the program bureaus. INFOSHARE needs to provide early 
focus on information integration needed to support the 
foundation system. OMB has allocated additional resources to 
support these improvements. 
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PROGRESS 1 
'AR 

»KT H R] 
IT OF AGRICULTURE 

Oepartaentwide ADP 
managmmmnt(IMFOSHAKS)t 
Departmental planning for 
Mnaging information 
integration projects, 
process reengineering 
projecte, ADP procursBent 
to support 08DA 
reorganisation in field 
offices and beadquarters i s 
aot effeotiTe. 

At rimktVSDh'm ZMTOSHARI 
I laanagera estimate that 
'.'procurement costs for 
contracts, software and 
hardware will exceed $2.6 
billion over the l i f e of 
the project. These 
procursmsnts could be 
wasted or marginally 
effeetiv* i f they do not 
Met the ultimate needs of 
D80A for information * 
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£'i2r'tjsr"cr:î rt;:k?s** iioSS.ation 
o f f l e l . w?^«.r^^K f^^*^? program content in new combined 

« » » ^ i n « role of s taf f , technology, and 
•upportlng systems (5) identify short t ^ hardlaS aid 
S f 2 ' ! [ T i " ; ; S r * K ° J £ : * ^ * dismption of s e i S S T T n T T e ) 
t ^ i ^ JL i * hardware and software procurements unt i l 
J f t j r ^ l n e e s process and require-entranalysi. baTiLi 

A-64 



PHOTOCOPY 
PRESERVATION 



USDA 
FOOD AND CONSUMER SERVICES 

Fiscal Year 1996 Budget 

Office of Management & Budget 
Director's Review 

Human Resources Division 
Income Maintenance Branch 

November 2, 1994 



FOOD AND CONSUMER SERVICES 
FY 1996 DIRECTOR'S REVIEW 

TABLE OF CONTENTS 

Director's Review for Discretionary Spending: 
November 2,1994 

1. DISCRETIONARY PROGRAMS 

A. SUMMARY OF DISCRETIONARY PROGRAMS HR-1 
B. POTENTIAL INCREASES TO DISCRETIONARY PROGRAMS HR-6 
C. POTENTIAL REDUCTIONS TO DISCRETIONARY PROGRAMS HR-7 
D. MAJOR OUTYEAR CHANGES FROM A HARD FREEZE HR-8 
E. ISSUE PAPER - Funding for the WIC Program HR-9 

2. HIGH RISK AREA HR-19 



SUMMARY OF DISCRETIONARY PROGRAMS 
DEPARTMENT OF AGRICULTURE/FOOD AND CONSUMER SERVICES 

(in millions of doUars) 

FY 1993 FY 1994 

Actual Estimated 

FY 1995 FY 1996 

EXHIBIT 6 
31-Oct-94 
12:28:21 PM 
IMB/HRD 

President's President's Recom. 
Request Request Agency PAD less 

(FY95 BUD Enacted (FY95 BUD Request Recom. Request 

Special Supplemental Food 
Program for Women, Infants 
and Children (WIC) 
(Issue Paper #1) 

Explanation/Comments: 

BA 
OL 

2,860 
2,846 

3,210 
3,222 

3,564 
3,538 

3,470 
3,451 

3,914 
3,896 

3,914 
3,938 

3,820 
3,851 

(94) 
(87) 

PAD recommends a % 350 million increase over FY95 enacted. This is a $ 94 million rMinction from 
the agency request. 

WIC provides Federal grants to States for supplemental foods, health care referrals and nutrition education for low-income 
pregnant, post-partum women, and to infants and children who are found to be at nutritional risk. The Clinton Administration 
has pledged to achieve full funding for WIC by the end of FY96, allowing the program to serve all eligibles who apply for 
the program. Fully funding WIC by the end of FY96 is unlikely at the agency request level because of an increase in 
eligible populations and expansion constraints. The PAD recommendation reestablishes the end of FY97 as the goal for 
fiill funding in light of these new considerations. This recommendation is covered in Director's Review Paper #1 (Exhibit 10). 

Commodity Supplemental 
Food Program (CSFP) 
(Issue Paper #1) 

Explanation/Comments: 

BA 
OL 

95 
77 

105 
109 

95 
95 

85 
90 

94 
94 

41 
63 

86 
100 

45 
37 

PAD recommends a $ 6 million reduction from FY95 enacted. This Ls a $ IS million inrrpase over the agency 
request. 

CSFP is a commodity food program for both the elderly and a WIC-like caseload (pregnant women, infants and 
children). The agency request is based on the unlikely assumption that the WIC-like caseload served by CSFP will 
decline rapidly. These assumptions are questionable and therefore the PAD recommends increasing fiinds for this 
program. This recommendation is covered in Director's Review Paper #1 (Exhibit 10). 



SUMMARY OF DISCRETIONARY PROGRAMS 
DEPARTMENT OF AGRICULTURE/FOOD AND CONSUMER SERVICES 

(in millions of doUars) 

EXHIBIT 6 

31-Oct-94 

12:28:21 PM 

IMB/HRD 

FY 1993 FY 1994 FY 1995 FY 1996 
President's President's Recom. 

Request Request Agency PAD less 
Actual Estimated rFY95 BUD Enacted (FY95 BUD Request Reconk Request 

Food Donations for BA 422 379 270 288 311 310 310 
Selected Groups OL 430 362 297 325 309 308 308 — 

Food Donations on Indian Reservations BA 74 69 38 33 80 79 79 — 

Nutrition Program for the Elderly BA 151 150 141 150 141 151 151 — 

Soup Kitchens BA 32 40 50 40 50 40 40 — 

The Emergency Food Assistance Program BA 165 120 40 65 40 40 40 — 

Explanation/Comments: PAD recommends adopting the agency request which is consistent with guidance anri $ 22 million owr FV9^ 
enacted. 

The Food Donations Programs provides commodities and prepared meals directly to eligible low-income individuals. The 
PAD recommends (1) fiinding low cost nutritious meals for the Nutrition Program for the Elderly and Soup Kitchens at the 
FY95 enacted level and the agency request; (2) concurring with the agency request to increase BA by $ 47 million over 
FY95 for Food Donations on Indian Reservations in order to maintain level spending on this entitlement program. Finally, 
the PAD recommends adopting the agency request for The Emergency Food Assistance Program (TEFAP) which is $ 25 
million below the FY95 enacted level but consistent with the President's FY95 request. This $ 40 million will provide 
administrative fiinding to local food banks which helps them distribute donated foods. 

Food Program Admimstration BA 
OL 

Explanation/Comments: 

104 
109 

108 
110 

107 
106 

106 
107 

107 
106 

117 
117 

117 
117 

Food Program Administration (FPA) represents about two thirds the cost of administering the Food and Consumer 
Service (FCS) programs. 

Thc PAD concurs with the agency rwommpndation which would provide for a $ S million ADP investment and 
a $6 million increase for ariminisfrativp costs for a total increase of $11 million. 

FPA has not made ADP purchases in over five years. They have developed a sound long range strategic plan for 
their ADP purchases and deployment. The increase for administration is due to a recent salary upgrade in FCS field 
personnel which would be difficult to absorb within FPA. 

lie I 



SUMMARY OF DISCRETIONARY PROGRAMS 
DEPARTMENT OF AGRICULTURE/FOOD AND CONSUMER SERVICES 

(in millions of doUars) 

FY 1993 FY 1994 

Actual Estimated 

FY 1995 FY 1996 
President's 

Request 
rFY95 BUD Enacted 

EXHIBIT 6 
31-0ct-94 
12:28:21 PM 
IMB/HRD 

President's Recom. 
Request Agency PAD less 

(FY95 BUD Request Recom. Request 

Nutrition Promotion Program BA 
OL 

Explanation/Comments: 

15 
15 

2 
2 

(13) 
(13) 

The PAD recommendation reduces the agency request hy $13 million but provides $ 2 million in fiew speeding 
for FY96. 

The agency request proposes a new Nutrition Promotion program to be authorized in the Farm Bill which would 
expand the current nutrition education and research programs within the FCS and consolidate responsibilities for those 
activities within the new Nutrition Program. The new program would be charged with delivering and promoting 
nutrition education through means more effective than the current pamphlets distributed in welfare offices. These 
means include using popular animated characters in television spots on nutrition, incorporating cultural and age 
differences into nutrition messages and pulling together much of the federal, state and local laiowledge and research in 
these areas. 

While the agency's ideas about revamping and modemizing nutrition education has merit, USDA has been unable to 
provide sufficient information on the need and potential retum for this sizable new spending. In addition, the Farm 
Bill proposal has not been vetted and it may be premature to fully fiind a new proposal at this time. The PAD 
recommendation provides fiinding for a modest beginning towards their new efforts conditioned upon their ability to 
develop sound plans with rigorous goals and measures built in. 

ChUd Nutrition Discretionary 

Explanation/Comments: 

BA 
OL 

21 
20 

21 
20 

28 
24 

32 
32 

28 
28 

(4) 
(4) 

This account covers administration, research and nutrition education activities in the Child Nutrition program. OMB 
scores this spending as discretionary. The agency requests an $ 11 million increase over FY95 enacted to increase 
their Dietary Guidelines project by 50%. This initiative provides training and technical assistance to States and 
schools in their implementation of the recent changes to meal requirements in school programs (funded by Child 
Nutrition) since 1946. USDA had planned to require schools to comply with the dietary guidelines by 1998. The 
1994 Child Nutrition reauthorization requires USDA to develop additional ways for schools to determine if their 
meals comply and accelerate this schedule by two years. 

The PAD recommends providing a $ 7 million increa.se in Dietary Guidelines for technical assistance. 

OMB staff analysis indicates that an additional $7 million in fiinds for technical assistance is sufficient to help States 
meet the accelerated schedule. 

//7f 3 



SUMMARY OF DISCRETIONARY PROGRAMS 
DEPARTMENT OF AGRICULTURE/FOOD AND CONSUMER SERVICES 

(in millions of doUars) 

FY 1993 FY 1994 

Actual Estimated 

FY 1995 FY 1996 
President's President's Recom. 

Request Request Agency PAD less 
(FY95 BUD Enacted (FY95 BUD Request Recom. Request 

EXHIBIT 6 
31-Oa-94 
12:28:21 PM 
IMB/HRD 

Food Stamps Discretionary 

Explanation/Comments: 

BA 
OL 

11 
4 

13 
5 

19 
10 

13 
13 

22 
17 

7 
11 

(15) 
(6) 

This account covers administration, research, program support, electronic benefit transfer efforts, and nutrition 
education activities in the Food Stamp program. OMB scores this spending as discretionary and the FY95 base is $ 
19 million. The agency proposes a decrease in base spending of $ 12 million and a one-time expenditure of $ 15 
million on a Nutrition Communication Initiative (NCI) for a total request of $ 22 million, an increase of $ 3 million 
over FY95. 

The PAD recommendation does not fund this initiative and is therefore $ 15 million below the agency request 
and $ 12 million below FY95 enacted. 

NCI would be limited to the Food Stamp program. It would develop nutrition information materials in print, 
video and audio medium to be made available to State and local groups who work with the Food Stamp 
population. The PAD supports the Department's desire to coordinate nutrition promotion within FCS. Such 
coordination, consistent with the agency's Nutrition Promotion Program, described above, should target nutrition 
education messages at individuals according to their demographics rather than their participation in any one food 
assistance program. Limiting NCI to Food Stamps appears inconsistent with that broader and more efficient 
approach. Since the new approach to nutrition education will be developed during process of developing the 
Farm Bill, the PAD recommends that this initiative not be considered at this time. 

Section 32 

Explanation/Comments: 

BA 
OL 

50 
50 

50 
50 

26 
26 

50 
50 

(50) 
(50) 

The FY95 Agriculture Appropriations bill provides for an FY96 advance appropriation to purchase $ 50 million 
worth of export subsidies. This action scores as discretionary. NRD has advised HRD that the pre-GATT spending 
level on this subsidy is $ 26 million. If we must continue this export subsidy on its merits or due to farm 
commitments, the HRD PAD recommends fiinding it through the Farm Bill with mandatory monies instead of 
discretionary. 

PAD recommends rescind 



SUMMARY OF DISCRETIONARY PROGRAMS 
DEPARTMENT OF AGRICULTURE/FOOD AND CONSUMER SERVICES 

(in milUons of doUars) 

FY 1993 FY 1994 

Actual Estimated 

FY 1995 FY 1996 
President's President's Recom. 

Request Request Agency PAD less 
(FY95 BUD Enacted rFY95 BUD Request Recom. Request 

EXHIBIT 6 
31-Oct-94 
12:28:21 PM 
IMB/HRD 

Total 

Discretionary Planning 
Guidance 

BA 
OL 

BA 
OL 

3,544 
3,523 

3,888 
3,882 

4,082 
4,073 

4,039 
4,053 

4,467 
4,442 

4,513 
4,552 

4,370 
4,417 

3,955 
3,970 

(143) 
(135) 

Difference Between PAD 
Recommendation and BA 
Guidance OL 

(415) 
(447) 



POTENTIAL INCREASES 
TO DISCRETIONARY PROGRAM RECOMMENDATIONS 

DEPARTMENT OF GOVERNMENT 
(in millions of dollars) 

EXHIBIT 7 
31-Oct-94 
12:29:04 PM 
IMB/HRD 

FY 1993 FY 1994 

Actual Actual 

FY 1995 
President's 
Request 

(FY 95Bud) Enacted 

FY 1996 
President's 
Request Agency PAD 

(FY 95Bud) Request Recom. 

Potential 
Potential Increas. less 
Increases Pad Recom. 

WIC 

(Issue Paper # I) 

Rationale: 

BA 
OL 

2,860 
2,846 

3,210 
3,222 

3,564 
3,538 

3,470 
3,451 

3,914 
3,896 

3,914 
3,938 

3,820 
3,851 

3,914 
3,880 

94 
29 

This increase represents the agency request and would increase WIC $ 444 over FY95 enacted or $ 94 million over the PAD 
mark. This increase far exceeds the largest previously granted increase of $ 350 million and given the increased estimates of 
participation at full funding, the partcipation goal may be difficult to achieve even with this fiinding level. However, this dollar 
level would permit the Administration to stay with its original fiill fiinding goal. 

TEFAP BA 
OL 

165 
165 

120 
120 

40 
40 

65 
65 

40 
40 

40 
40 

40 
40 

65 
65 

25 
25 

Rationale: The FY95 President's budget proposed eliminating $ 80 million in TEFAP commodities and leaving $40 million in 
administrative funds for local food distribution agencies. Congress provided $ 65 million, $25 million in commodities and $40 
million in administration. This option would maintain that $ 65 million level which would keep TEFAP consistent with FY95 
enacted as are the rest of the Food Donations Programs. 



POTENTIAL REDUCnONS 
TO DISCRE'nONARY PROGRAM RECOMMENDATIONS 

DEPARTMENT OF AGRICULTURE/FOOD AND CONSUMER SERVICE 
(in miUions of doUars) 

EXHtBITS 
10/31/94 
12:29:41 PM 
IMB/HRD 

FY 1993 

Actual 

FY 1994 

Actual 

FY 1995 FY 1996 

President's 
Request 

(FY 95Bud̂  Enacted 

President's Potential 
Request Agency PAD Potential Reduc . less 

(FY 95Bud) Request RKom. Reductions Pad Recom. 

Reduce Discretionary Spending in 
ChUd Nutrition 

Rationale: 

BA 
OL 

21 
20 

21 
20 

28 
24 

32 
32 

28 
28 

22 
22 

(6) 
(6) 

Child Nutrition discretionary spending received a large increase in FY95, mainly to develop dietary guidelines for the child 
nutrition programs. The agency is requesting an additional $ 11 million for dietary guidelines in FY96 for a total of $ 32 
million. The PAD recommendation provides an additional $ 7 million for technical assistance to help States meet the 
accelerated federal deadline for developing guidelines for federally subsidized school 'meals. This proposal would 
eliminate all other spending on dietary guidelines, i.e. grants to States, federal staffing, menu planning and fimd the $ 7 
million from within the base. 

EUminate TEFAP BA 
OL 

165 
165 

120 
120 

40 
40 

65 
65 

40 
40 

40 
40 

40 
40 

(40) 
(40) 

Rationale: FY95 appropriations provides $ 40 million in administrative ftinds and $ 25 million in commodities to local organizations 
who distribute commodities. The agency request and the PAD recommendation would provide just $ 40 million in 
administrative support for food banks which helps them distribute donated foods. This option would eliminate the $ 40 
million in administrative fiinds because there is already extensive federal food assistance available, especially Food 
Stamps. (An argument against the cut would be that TEFAP helps deliver food to individuals in emergency situations or 
while they are waiting for their Food Stamp application to go through.) 

Hold WIC Caseload Constant 

Rationale: 

BA 
OL 

2,860 
2,846 

3,210 
3,222 

3,564 
3,538 

3,470 
3,451 

3,914 
3,883 

3,914 
3,938 

3,820 
3,851 

3,768 
3,755 

(52) 
(96) 

While WIC is a Presidential Investment and commitments have been made to "fiilly fund" the program by the end of 
FY96, one option would be to hold the end of FY95 caseload constant into FY96 and delay full fiinding. Simply 
maintaining current caseload would require a $ 298 million increase over FY95 enacted. 



MAJOR OUTYEAR CHANGES FROM A HARD FREEZE 
DEPARTMENT OF AGRICULTURE/FOOD AND CONSUMER SERVICE 

EXHIBIT 9 
31-Oct-94 

12:31:37 PM 
(in millions of dollars) IMB/HRD 

Proposal FY 1996 FY 1997 FY 1998 FY 1999 FY 2000 

Planning Guidance BA 3,955 4,061 4,171 4,283 4,399 
OL 3,970 4,049 4,158 4,270 4,385 

Agency Request BA 4,513 4,753 4,829 4,979 5,122 
OL 4,552 4,800 4,831 4,969 5,133 

PAD Recommended Level BA 4,370 4,734 4,934 5,074 5,224 
OL 4,417 4,723 4,922 5,066 5,215 

WIC. BA 
OL 

Rationale: 

415 
447 

673 
674 

763 
764 

791 
796 

825 
830 

The difference is due to the PAD recommended level for WIC and CSFP which represents fiill fiinding by the end of FY97 
and the necessary outyear increases. 



ISSUE: 

Exhibit 10 
DISCRETIONARY ISSUE PAPER #1 
DEPARTMENT OF AGRICULTURE 
FOOD AND CONSUMER SERVICES 

(in millions of dollars) 

Funding for the Special Supplemental Nutrition Program for Women, Infants and Children 
(WIC) And Related Issues In The WIC Portion Of The Commodity Supplemental Food Program 

PREPARER/EXT: Lester Cash; x5-4686 

FY 1993 FY 1994 

BA 
OL 

Actual 
. . 2,860 
. . 2,846 

Actual 
3,210 
3,222 

FY 1995 FY 1996 
Pres Pres 
Request Request Agency 
(FY95BUD) Enacted (FY95BUD) Request 

3,564 3,470 3,914 3,914 
3,538 3,519 3,896 3,938 

Recom. 
PAD less 

Recom. Request 
3,820 -94 
3,851 -87 

OPTION 1: (PAD Recommendation) Propose $350 million increases for FY96 and FY97. Establish the end of FY97 
as the full funding goal in light of increased estimates of participation at full funding. 

OPTION 2: (Agency Request) Propose a $444 million increase for FY96, which might enable WIC to reach 
full funding by the end of FY96 if States can expand their programs that fast. 

OPTION 3: Propose a $300 million increase to maintain likely end-of-FY95 caseload and propose mandatory 
funding for increases above that level, similar to the proposal that was in Senator Mitchell's health care reform bill . 

BA 
OL 

3,770 
3,765 

-144 
-133 



The Recommended Funding Level Should Allow Steady Caseload Growth Until Full 
Funding Is Reached At The End Of FY97. 

8,000,000 - r 

7,500,000 - -

c 7,000,000 

(9 

^ 6^00,000 

6,000,000 - -

5,500,000 

i t : v •Possible effect of 
external factors'*"*; 

Projected Participation, FAD Recommendation: 

Oct 92 Apr 93 Oct 93 Apr 94 Oct 94 Apr 95 Oct 95 Apr % Oct % Apr 97 Oct 97 Apr 

'*'*SIightIy different inflation or State activity in FY95 could defer much of the post-FY95 growth until FY97 
under the PAD reconmiendation. Low inflation in FY96 could result in faster than anticipated growth. 
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DESCRIPTION OF ISSUE: 

(1) Full funding for WIC has been one of the President's top priorities. Should the Administration maintain the 
full funding commitment and the current schedule for meeting it? (While it may be possible that States could 
reach full funding by the end of FY96, appropriations needed to reach that level would exceed any previously 
appropriated increases and recent increases in the eligible population may make it difficult administratively.) 

(2) How should WIC be coordinated with the Commodity Supplemental Food Program (CSFP)? The FY94/5 
Budget estimates for fully funding WIC assumed that CSFP would continue to serve the number of WIC 
eligibles assisted in FY93. 

BACKGROUND: 

WIC serves two purposes. It's primary purpose is to improve the health of participants through better nutrition. It 
also increases the disposable income of low income families. To be eligible for WIC, pregnant/postpartimi women, 
infants, and children ages 1-4 must: 

- be below 185% of poverty or receiving Medicaid and 
- be at nutritional risk, as defined by the State. 

WIC provides Federal grants to States for supplemental foods, nutritional risk assessments, health care referrals and 
nutrition education for low-income pregnant, breastfeeding and post-partum women, and to infants and children 
who are found to be nutrition risk. Most State WIC programs provide vouchers that partidpants use at 46,000 
authorized food stores. 

The Commodity Supplemental Feeding Program (CSFP) operates in a limited number of cities, serving a population 
similar to that served by WICi. (CSFP also serves elderly people with gross income at or below 130% of poverty.) 
Individuals cannot partidpate in both programs, and WIC services are often limited in areas where CSFP is 
concentrated. CSFP provides food packages rather than the vouchers that most WIC participants receive. In 
addition CSFP does not provide the same nutritional screening, health referrals and nutrition education that the 
WIC clinics provide. (CSFP does, however, connect families with community based organizations that may help 

1 CSFP also serves some five-year olds and post-partum women who are not eligible for WIC. 

WlC: page 3 
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them access a wide variety of services when needed.) 

W/C ASSISTANCE IN THE CONTEXT OF OTHER LOW INCOME PROGRAMS 

The maximum WIC package provides up to 1 /3 the food a pregnant woman needs, 80% of the food an infant needs, 
and 60% of the food children need. WIC both complements and overlaps mandatory Child Nutrition Programs. 
Some WIC recipients may also receive free or subsidized meals in Head Start or day care. Older children may receive 
up to 40% of their food needs through school breakfasts and lunches. (Unlike WIC, families between 130% and 185% 
of poverty have to pay part of the cost of the school meals and day care center meals.) No information is available on 
the extent of the WIC/Child Nutrition overlap. 

In 1992, 40% of WIC redpients also received Food Stamps, 33% received AFDC, and 50% received Medicaid. There 
are several reasons people may receive WIC but not Food Stamps. They may be between 130% and 185% of poverty 
and be ineligible for Food Stamps. They may be asset ineligible, whether due to liquid assets, retirement funds, or 
automobiles. Some may avoid Food Stamps due to "welfare stigma" while they perceive WIC to be a health 
program. 

PERFORMANCE : HEALTH AND NUTRITION EFFECTS 

Linkages with preventative health 

Women, infants, and children must receive a nutritional risk screening in order to receive WIC benefits. This 
screening helps identify health needs, and WIC workers often help arrange any needed health care appointments. 
Some clinics offer immunizations on-site, or in co-located health clinics. WIC is generally believed to increase 
utilization of preventative health services. 

Prenatal WIC. 

The improvement in birth outcomes from prenatal WIC participation is well documented. The maximum food 
package for pregnant women provides 33% of the RDA for calories, and at least 69% of the RDA for all other major 
nutrients.2 A 1982 study foimd that a significantly higher percentage of pregnant women partidpating in WIC had 

2Some States do not provide the maximum fbod package to all participants. 
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adequate consumption of calories, caldum, magnesium, phosphorous, thiamin, riboflavin, vitamin B12 and 
vitamin C.3 Subsequent studies indicate that for each dollar currently spent on the pre-natal portion of the WIC 
program, State/Federal Medicaid costs are reduced by between $1.77 and $3.13 during the first 60 days after birth.4 

Pregnant women receive first priority for WIC services. Since less than 15% of current WIC appropriations are 
needed to fund benefits to pregnant women, they will continue to receive assistance regardless of the fimding level. 
As a result, this research summarized above may not directly apply to marginal funding requests which this paper 
addresses. 

Infants and children. 

Infants and children receiving WIC eat healthier foods, but not more food than non-recipients. In particular, WIC 
children are more likely to consume adequate levels of iron which is linked to long-term cognitive development. 
The benefits are most pronounced for infants as WIC substantially increases the likelihood lower income infants do 
not switch from formula to milk earlier than pediatridans recommend. 

Infants. Almost all eligible infants (about 40% of all infants) participate in WIC. The maximum food package for 
infants provides 81% of the RDA for calories and at least 80% of the RDA for other major nutrients. Pediatricians 
normally recommend that infants remain on breast milk or formula until they are 12 months old. However, infant 
formula is expensive, since it is marketed and priced somewhat like a drug, rather than a food. As a result, many 
families start whole cow's milk when their children are significantly less 
than 12 months old. WIC enables lower income families to afford formula. 
As a result (see table), the National WIC Evaluation, conducted in 1982/3 5, 
found that WIC improves intake of iron and vitamins A and C for infants. 
(The table is based on 77% of the RDA since that is the level considered 
adequate for long-term intake for half the population). WIC's impact on 
iron defidency is the most important since some effects of anemia that may 

Infants consuming more than 77% of RDA 

Controls WIC infants 
Calcium 90% 79% 
Iron 46% 74% 
Vitamin A 79% 90% 
Vitamin B6 85% 75% 
Vitamin C 80% 81% 

^Data is from The National WIC Evaluation, prepared for USDA by the Research Triangle Institute and the New York State Research Foundation fbr 
Mental Hygiene. David Rush, prindpal investigator. 

4Devaney, Barbara, Linda Bilhdmer, Jennifer Schore. "Medicaid Costs and Birth Outcomes: The Effects of Prenatal WIC Partidpation and the Use of 
Prenatal Care," Joumal of PoUcy Analysis and Management, Vol. 11, No. 4, 573-592 (1992). 

7̂7% of the RDA is the level considered adequate for long-term intake for half the population. Data is from The National VilC Evaluation,. 
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result from such a deficiency are irreversible. While WIC was found to reduce infant intake of calcium and vitamin 
B6, these nutrients are not as important as iron. 

Children. The maximum food package for children provides 60% of the RDA for calories, 41% for zinc, and at least 
87% of the RDA for all other major nutrients. Foods included in the package indude milk, cereal, eggs, orange juice, 
cheese, peanut butter, etc. 

The National WIC Evaluation (see table) found that WIC improves intake of iron, vitamin A, B6, and Riboflavin, 
without reducing intake of any nutrients. The tables shows the increase in adequate RDA intake among WIC 
children. The study also suggested improved cognitive ability among WIC children, which would be consistent with 
their lower iron deficiency rate. 

Children consuming more than 77% of RDA 

Controls WIC children 
Iron 27% 38% 
Vitamin A 73% 79% 
Vitamin B6 66% 71% 
Riboflavin 88% 92% 

While WIC modestly improves iron intake, over half of WIC recipients in 
the study consumed too little iron. This suggests adding children's 
vitamin/mineral supplements to the WIC package could have the potential 
of significantly improving children's nutrition and possibly long-term 
cognitive development. 

PERFORMANCE: PROGRESS TOWARD THE FULL FUNDING GOAL 

WIC is on track to exceed the original end-of-FY96 participation goal of 7.5 million participants (see chart on page 2). 
Since 1990, WIC participation has increased by about 500,000 per year. (While FY94 and FY95 appropriations have 
been less than requested, lower food price inflation enabled WIC to continue growing rapidly.) 

The current staff estimate of full funding participation is about 8 million. Preliminary staff review of data 
underlying the most recent poverty estimates indicates a fully funded WIC/CSFP program would serve about 8 
million partidpants. The chart on page 2 shows how this compares to the January 1993 CBO estimates that underlay 
the funding levels in the FY94 and FY95 Budgets. CSFP should meet about .1 million of this need, so WIC would 
need to grow to about 7.9 million. (More discussion of this reestimate can be found below). 

Most of the increase in participation would be children. While there is limited information on WIC's effects on 
children, there is improvement in micronutrient intake. WIC has seven priority categories. Pregnant women, 
infants, and some children are in the higher priority categories. Children at nutritional, but not medical, risk are in 
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lower categories, and receive assistance only when funds are available. Most of the increase in participation will be 
among the lower priority children. Inadequate micronutrient intake during childhood ~ especially iron ~ can have 
long-term negative effects on cognitive development. WIC also enables families with pre-school children to receive 
as much income assistance as the Federal government provides to those with school-age children. 

ANALYSIS: 

Fully funding WIC is attainable. Full funding for WIC is a Presidential goal that has broad support and can be 
reached. While the higher estimate of participation under full funding suggests States might have difficulty 
reaching the goal by the end of FY96, they should need only a few more months if appropriations are available. 

The definition of full funding should incorporate the latest demographic estimates. For the last two years, "fully 
funding WIC" has meant providing the funds CBO estimated in January 1993 would be needed. CBO's estimates 
were based on demographic surveys taken in 1990. Data from 1994 is now available. Also, CBO assumed a constant 
percentage of infants and young children being income eligible for WIC, so their full funding estimates declined 
over time due to the declining number of births Census projects. Food and Consumer Services analysis suggests 
declining caseloads should not be assumed after FY97 as increasing percentages of births are among groups more 
likely to be low income. 

While the President's goal of full funding of WIC has been understood to represent $3.9 billion in appropriations in 
FY95 and $4.2 billion in FY97, the FY94 Budget based those figures (and the end-of-FY96 goal) on the then-estimated 
7.6 million partidpating eligibles (including the .1 million in CSFP). The best current full participation estimate is 
about 8 million. 

Other assumptions used to estimate participation should remain relatively stable. In estimating the number of 
partidpants under full funding there are three key variables: the number of income eligibles, the definition of 
nutritional risk, and anticipated participation rates. USDA and CBO have used modal (or "normative") definitions 
of nutritional risk to estimate the number of fully eligible women, infants and children, and partidpation rates that 
are consistent with entitlement programs. However, States use varying definitions of nutritional risk which they 
can redefine such that a higher or lower number of applicants are eligible. Estimates should retain the modal 
definitions of nutritional risk and the roughly 80% partidpation rate that underlay previous full funding estimates. 
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Additional factors affect estimates of the cost to fully fund WIC. States can change the value of food packages. A 
related uncertainty is that infant formula companies might reduce the $1 billion in rebates 6 they now pay each year. 
WIC participation and cost projections are also sensitive to inflation assumptions.7 Any of these factors may raise or 
lower the cost to serve a particular number of people.̂  

The growth potential in FY95 and FY96 is uncertain. Participation in State WIC programs would have to grow about 
550,000 per year in FY95 and FY96 (from September to September) to reach full participation by September 1996. 
While WIC grew that fast in FY93 and FY94, it is not dear whether that growth rate can continue as more and more 
States get close to full funding. USDA just issued revised regulations goveming which States receive funding 
increases. The previous allocation formula would have continued to give real increases in funding to States dose to 
(or above) their proportionate share of full funding .̂ Starting in FY95, all increases in real appropriations will be 
targeted to States that are the furthest from full funding. As a result, growth will be more concentrated in a smaller 
number of States. 

Retaining the end-of-FY96 goal requires substantially higher appropriation increases than have been achieved. The 
end-of-FY96 timeframe was set in the FY94 Budget process, and was not part of the Presidents's original 
commitment. An increase of about $450 million, roughly equal to the agency request, (or more if inflation increases) 
would be required to provide adequate funding. The FY94 increase of $350 million is the highest increase ever 
appropriated for WIC. All other increases have been $260 million or less. (States have grown rapidly in some of 
those years due to low food price inflation, and increases in the $1 billion in infant formula rebates that support 

6wiC purchases comprise about 40% of the total U.S. infant formula market. States offer sole source contracts to infant fbrmula manufeicturers who offer 
the best rebates. As a result, the WIC program pays about 40c a can for concentrate in many States, compared with the $1.70 to $2.40 that private individuals pay. 
In 1994, rebates totaled about $1 billion, and supported almost 1 /4 of the caseload. Price containment is easier for infant foods. There are only a few brands of 
formula and infant cereal manufacturers, and not much difference between their products. As a result. States can develop single-source contracts. There is a lot more 
variety in the market fbr adult/child foods such as cereal, juice, milk, and cheese. 

7End-of-year partidpation levels are particularly sensitive to changes in inflation. WIC caseload normally grows fastest the last few months of the fiscal 
year. Since only a few months benefits would be paid fbr these added case5,a one percentage point difference in annual average food price inflation can increase or 
reduce end-of-year caseload by as three or four percent (a couple hundred thousand partiapants). 

SUSDA estimates that in a worst case scenario, up to $7 billion per year could be spent through WIC, compared to the $4.2 billion the FY95 Budget 
estimated for FY97. 

^The proportionate share is based on a State's percentage of the total popnilation of income eligibles below 185% of poverty. 
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about 1 /4 of the WIC caseload̂ o.) Resetting the goal at the end of FY97 would enable the goal to be met with two 
increments equal to the $350 million FY94 increase. 

An increase of about $300 million is needed to maintain the likely end-of-FY95 caseload. WIC caseload growth is 
uneven across the year, cmd depends on a number of variables. As a result, projections of point-in-time caseloads a 
year in advance are inexact. However, it appears that the end-of-FY95 caseload will be about 7.3 million. An increase 
of roughly $300 million would be needed to maintain that caseload under current inflation assumptions. 

Mandatory funds could be sought for WIC, but doing so for the Budget year might reduce the likelihood the full 
funding goal was reached. The Administration could propose mandatory funding similar to that included in the 
Mitchell Health Reform Bill. However, the HCR bills only affected the outyears. All Budget year funding was 
regular discretionary. Proposing a spedal fund that affected FY96 might encourage appropriators to allocate 
discretionary funds for other uses, possibly making it less likely the full funding goail is met. 

As WIC approaches full funding in FY97, it may be desirable to consider legislation that would provide matching 
funds (possibly through Medicaid) to States that want to use more expansive eligibility criteria or increase food 
packages above the levels antidpated in the definition of full funding. For example. States such as Minnesota that 
have Medicaid eligibility thresholds well above 185% of poverty for pregnant women and infants could use matched 
funds to give them WIC benefits as well. Since States would pay part of the cost, they would have incentives to 
maintain reasonable definitions of nutritional risk. 

The Budget should enable participants to migrate between WIC and CSFP. The number of women, infants, and 
children in CSFP dropped noticeable in FY94. It is unclear whether they will continue to migrate from CSFP to WIC. 
Continued migration will increase the cost to fully fund WIC for two reasons. First, CSFP is cheap)er.ii Second, 
States would otherwise reallocate CSFP funds to expand partidpation by elderly caseload, causing WIC to have to pay 
the full cost of serving the added cases. One way to deal with this uncertainty is to propose appropriation language 
that requires CSFP funds to be transferred to WIC if CSFP continues to shrink. 

10Most States have now implemented the more effective strategies for obtaining higher infant formula rebates, so that amount is not expected to grow 
rapidly in the near future. 

11CSFP delivers food packages purchased wholesale. WIC pays retail prices. 
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RECOMMENDATION: Seek a $350 million increase in FY96, and a $350 million increase in FY97, to support a goal 
of obtaining suffident appropriations late in FY96 (or early FY97) to fully fund WIC. Reestimate full partidpation at 
about 8 million, which would be reached at the end of FY97. Propose appropriation language that requires CSFP 
funds to be transferred to WIC if partidpation by WIC-eligibles in CSFP continues to drop. 

Note on WIC and the health care reform allowance. 
Technically, USDA requested that $3,402 million of 
USDA's allowance be allocated to WIC which they 
perceived as "[USDA's] share of the [full] funding 
commitment." This is the FY96 number the FY95 
Budget carried for WIC within the USDA section. The 
FY95 Budget moved the other $512 million in FY96 
discretionary funding for WIC from the USDA outyear 
numbers to the health care allowance. 

WIC Funds In FY95 Budget & FY96 Planning Guidance 
FY95 FY96 FY97 FY98 FY99 

dollars in millions 
USDA 3364 3,402 3,508 3,616 3,728 
Health Care Allowance 512 658 629 666 

Total 3,564 3,914 4,166 4,245 4,394 
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EXHIBIT 11 
October 28, 1994 

PROGRESS REPORT ON HIGH RISK AREAS 
DEPARTMENT OF AGRICULTURE/FOOD AND CONSUMER SERVICE 

High Risk Area Progress to Date and Next Steps Assessment' 
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Food and Consumer Services (FCS): 
Food Stamp illegal trafficking for cash, 
drugs, and weapons; and fraudulent 
retailer activity. 

1994 budget includes $25B for Food 
Stamp Program. At risk: ability to 
detect both food stamp trafficking by 
individuals and fraudulent retailer 
activity, with an estimate of a minimum 
of $100M in benefits diverted annually. 

USDA/FCS developed a corrective action plan with OMB approval. FCS has completed 
all the the steps on the corrective action plan and OMB is waiting for a memorandum 
from the agency which details their progress. They continue to keep trafficking a 
priority item. 

Next steps: Unless strong legislative action is taken to limit the type of retail stores 
participating in the program, trafficking will always be an issue of serious concem and 
an area of risk for the Food Stamp program. With the number of states participating in 
EBT growing, more and more data will become available on the actual size of the 
trafficking problem and there will continue to be attention on this issue. Despite this, we 
recommend removing trafficking from the high risk list once FNS has completed a report 
which details the action they have taken with regards to the corrective action plan. The 
agency has taken the measures available to them to strengthen their managenient of this 
problem. OMB and the agency efforts to track and manage frafficking should be on­
going despite its removal from the high risk list. 

'Assessment Codes: 1 - Significant progress. 2 - Active efforts underway to improve progress. 3 - Reservations about adequacy of progress and/or 
plan; A - Added to the High Risk List. D l - Deleted: has been corrected. D2 ~ Deleted: no longer sufficiently serious to warrant the "high risk" 
designation and receiving appropriate attention at the agency. D3 - Deleted: does not belong on a list of agency operational problems. 


