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Appropriations are one part of a complex federal budget process that includes budget
resolutions, appropriations (regular, supplemental, and continuing) bills, rescissions, and
budget reconciliation bills. The process begins with the President’ s budget request and is
bounded by the rules of the House and Senate, the Congressional Budget and Impoundment
Control Act of 1974 (as amended), the Budget Enforcement Act of 1990, and current
program authorizations.

Thisreport isaguideto one of the 13 regular appropriationsbillsthat Congress passes each
year. It is designed to supplement the information provided by the House and Senate
Appropriations Subcommitteeson Agriculture. It summarizesthe current legislative status
of thebill, itsscope, major issues, funding levels, and related | egislative activity. Thereport
lists the key CRS staff relevant to the issues covered and related CRS products.

NOTE: A Web version of this document with active linksis
available to congressional staff at:
[http://www.cr s.gov/pr oducts/appr opriations/apppage.shtml].



Appropriations for FY2004: U.S. Department of
Agriculture and Related Agencies

Summary

The full House approved its version of the FY 2004 appropriations bill (H.R.
2673) for the U.S. Department of Agriculture (USDA) and related agencies on July
14, 2003. The Senate Appropriations Committee reported itsversion of the measure
(S. 1427) on July 17. Senate floor action on S. 1427 is pending.

H.R. 2673, as passed by the House, and S. 1427, as reported, contain a nearly
identical total FY 2004 appropriation of $77.493 billion, whichis$2.91 billion above
the FY 2003 enacted level of $74.582 hillion (including supplementals), and $136
million below the Administration’s FY 2004 request of $77.629 hillion. Of this
amount, just over three-fourths ($60.5 billion) of the spending in both bills is
classified as mandatory spending, the samelevel asrequested by the Administration.

The balance of spending in the two bills ($17.005 billion) is for discretionary
programs, which is $136 million below the Administration’s FY 2004 request and
$872 million below the FY 2003 enacted level including supplementals (or $393
million below FY 2003, excluding supplementals). To help achievethe$872 million
reduction in spending, both bills provide an FY 2004 appropriation for foreign food
aid that is more than $600 million below the FY 2003 level (which was bolstered by
supplemental spending). Also, both bills contain provisions that limit or prohibit
spending on certain mandatory conservation, rural development, and research
programs, whichintotal reduced spendinginthese accounts by approximately $550
million from authorized levels.

Although thetwo measuresprovideanearly identical total appropriation, there
are anumber of differences in spending priorities within the various mission areas
of USDA. The House-passed bill provides $71 million more than the Senate for
discretionary conservation programs and $36 million more than the Senate for
foreign assistance. The Senate-reported bill exceedsthe House level by $60 million
for rural development programs and by $37 million for domestic food programs.

TheHouse bill contains acontroversial general provision that prohibits USDA
from promulgating regulations that implement country-of-origin labeling
requirements for meat and meat products. It aso prohibits the Food and Drug
Administration from spending funds to stop the reimportation of FDA-approved
drugs sold in Canada and overseas. The Senate bill is silent on these issues, but
containsaprovisiontorelax thelicensing requirement for traveling to Cubato pursue
opportunities to sell agricultural and medical products.

Neither bill concurs with the Administration request to create a new
discretionary account of $432 million for funding technical assistancefor mandatory
conservation programs, nor does it concur with an Administration proposal to limit
the amount of federal subsidy accruing to the private insurance companies
participating in the federal crop insurance program. Both bills also retain nearly all
funding for earmarked special research grants, while the Administration had
recommended the elimination of virtually all such funding.
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Appropriations for FY2004: U.S. Department
of Agriculture and Related Agencies

Most Recent Developments

Anamended version of the FY 2004 appropriationshbill for the U.S. Department
of Agriculture (USDA) and Related Agencies (H.R. 2673, H.Rept. 108-193) was
passed by the full House on July 14, 2004. The Senate Agriculture Committee
reported its version of the FY 2004 measure (S. 1427, S.Rept. 108-107) on July 17,
2003. Bothmeasurescontain $60.5 billion for mandatory programsand $17.0billion
for discretionary spending. Senate floor action is pending.

USDA Spending at a Glance

The U.S. Department of Agriculture (USDA) carries out its widely varied
responsibilities through approximately 30 separate internal agencies and offices
staffed by some 100,000 employees. USDA is responsible for many activities
outside of the agriculture budget function. Hence, spending for USDA is not
synonymous with spending for farm programs.

USDA grossoutlaysfor FY 2002 (the most recently completed fiscal year) were
$79.95 hillion, including regular spending and supplemental spending for homeland
security following the September 11, 2001 terrorist attacks. The mission areawith
the largest gross outlays ($37.5 billion or 50% of spending) was for food and
nutrition programs — primarily the food stamp program (the costliest single USDA
program), various child nutrition programs, and the Supplemental Nutrition Program
for Women, Infants and Children (WIC). The second largest mission areain terms
of total spending is for farm and foreign agricultural services, which totaled $22.9
billion, or 31% of all USDA spending in FY2002. Withinthisareaarethe programs
funded through the Commaodity Credit Corporation (e.g., the farm commodity price
and income support programs and certain mandatory conservation and trade
programs), crop insurance, farm loans, and foreign food aid programs.

Total USDA spending in FY 2002 also included $7.0 billion (9%) for an array
of natural resourceand environment programs, approximately three-fourthsof which
was for the activities of the Forest Service, and the balance for a number of
discretionary conservation programs for farm producers. (USDA’s Forest Service
is funded through the Interior appropriations bill; it is the only USDA agency not
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Figure 1
U.S. Department of Agriculture Actual Gross Outlays, FY2002

--- Billion $ ---
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Source: USDA Office Of Budget and Program Analysis

funded through theannual agricultureappropriationsbill.) USDA programsfor rural
development ($2.72 billion in gross outlays for FY 2002); research and education
($2.2 hillion); marketing and regulatory activities ($1.5 billion); meat and poultry
inspection ($717 million); and departmental administrative offices and other
activities ($454 million) account for the balance of USDA spending.

Mandatory vs. Discretionary Spending

Approximately three-fourths of total spending within the U.S. Department of
Agricultureisclassified asmandatory, which by definition occurs outsidethe control
of annual appropriations. Currently accounting for the vast mgjority of USDA
mandatory spending are: the farm commaodity price and income support programs
(including ongoing programs authorized by the 2002 farm bill and emergency
programs authorized by various appropriations acts); the food stamp program and
child nutrition programs; thefederal crop insuranceprogram; and variousagricultural
conservation and trade programs.

Although these programs have mandatory status, many of these accounts
ultimately receive funds in the annual agriculture appropriations act. For example,
the food stamp and child nutrition programs are funded by an annual appropriation
based on proj ected spending needs. Supplemental appropriationsgenerally aremade
if and when these estimatesfall short of required spending. Anannual appropriation
also is made to reimburse the Commodity Credit Corporation for lossesit incursin
financing the commodity support programs and the various other programs it
finances.
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The other 25% of the USDA budget is for discretionary programs, which are
determined by fundinginannual appropriationsacts. Amongthemajor discretionary
programswithin USDA are Forest Service programs; certain conservation programs,
most of its rural development programs, and research and education programs,
agricultural credit programs; the supplemental nutrition program for women, infants,
and children (WIC); the Public Law (P.L.) 480 international food aid program; meat
and poultry inspection; and food marketing and regul atory programs. Fundingfor all
USDA discretionary programs (except for the Forest Service) is provided by the
annua agriculture appropriations act. Funding for Forest Service programs is
included in the annual Interior appropriations act.

Table 1. USDA and Related Agencies Appropriations, FY1995 to FY2003
(budget authority in billions of dollars)

FY95 | FY9% | FY97 | FY98 | FY99 [ FYO0O | FYO1 | FYO2 FYO03

Discretionary | $13.29 | $13.31 | $13.05 | $13.75 | $13.69 [ $13.95 [ $15.07 | $16.02 | $17.46

Mandatory | $54.61 | $49.78 | $40.08 [ $35.80 | $42.25 | $61.95 | $58.34 | $56.91 | $56.70

Total Budget

Authority $67.90 | $63.09 | $53.12 | $49.55 | $55.94 | $75.90 | $73.41 | $72.93 | $74.16

Note: Includes regular annual appropriations for all of USDA (except the Forest Service), the Food and Drug Administration, and
the Commodity Futures Trading Commission. Excludes all mandatory emergency supplemental appropriations. The FY 2003 level
reflects the 0.65% across-the-board rescission applied to all discretionary programs funded in the FY2003 Consolidated
Appropriations Act (P.L. 108-7), except for the WIC program which was specifically exempted.

Sour ce: House Appropriations Committee.

A key distinction between mandatory and discretionary spending involves how
these two categories of spending are treated in the budget process. Congress
generally controls spending on mandatory programs by setting rules for eigibility,
benefit formulas, and other parametersrather than approving specific dollar amounts
for these programs each year. Eligibility for mandatory programsis usually written
into authorizing law, and any individual or entity that meets the eligibility
requirements is entitled to the benefits authorized by the law. Spending for
discretionary programs is controlled by annual appropriations acts. The 13
subcommittees of the House and Senate A ppropriations Committees originate bills
each year which decide how much funding to devote to continuing current activities
aswell as any new discretionary programs.
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FY2004 Agriculture Appropriations Action

Administration Request. OnFebruary 3, 2003, the Administrationreleased
itsbudget request for FY 2004, including an estimated appropriation of $77.63billion
fortheU.S. Department of Agriculture(USDA) and rel ated agencies (Food and Drug
Administration and the Commodity Futures Trading Commission). The total
requested appropriation for FY 2004 is$3.0 billion abovethe$74.58 billion provided
intotal for FY 2003 in theregular annual appropriation (P.L. 108-7) and asubsequent
supplemental measure(P.L. 108-11). Almost all of theincreased requested spending
for FY 2004 isaccounted for within USDA mandatory programs, particularly for food
and nutrition programs (up $2.3 billion) and the reimbursement to the Commodity
Credit Corporation (CCC) for the net realized losses associated with its farm price
and income support spending (up $990 million). Total estimated mandatory USDA
spending under therequest (for food stamps, child nutrition, CCC spending, and crop
insurance) is$60.49 billion, up $3.8 billion from the enacted FY 2003 level of $56.70
billion. For mandatory rural development spending, however, the Administration is
requesting that it either be canceled or converted to discretionary funding.

For discretionary spending on programswithin USDA and rel ated agencies, the
Administration requests an appropriation of $17.14 billion, an amount that is $736
million below the FY 2003 enacted appropriation of $17.88 billion, including the
supplemental. Among therequested reductionsin USDA spendingare: $424 million
less for rural general assistance programs (athough the lower level of spending
would support aprogram level closeto FY 2003); $333 million lessfor international
food aid from the FY 2003 level that was bolstered by supplementals; and a $150
million reduction for agricultural research activities.

The FY 2004 request presents several funding and policy issues that may be
addressedin appropriationsor authorizing legislation, including proposal sto: restrict
or eliminate mandatory funding for certain rural development, conservation and
research programs, resolve a funding dispute for technical assistance for certain
conservation programs; providefood aid resourcesin response to global food crises,
provideadditional international food aid resourcesif food crises continue or reoccur;
redirect or eliminate congressionally earmarked research projects; increase funding
for meat and poultry inspection; and limit thereimbursement rateto privateinsurance
companies participating in the federal crop insurance program.

Congressional Action. The agriculture subcommittee of the House
Appropriations Committeeand theful| House A ppropriations Committee compl eted
markup of the FY 2004 appropriations bill for USDA and related agencies on June
17, 2003 and June 25, 2003, respectively. The FY 2004 House measure (H.R. 2673,
H.Rept. 108-193) was officially reported on July 9, 2003, and approved by the full
House on July 14, 2003. Following the House action, the agriculture subcommittee
of the Senate Appropriations Committee completed markup of its version of the

L All enacted FY 2003 appropriation figures cited in this report are adjusted for a 0.65%
across-the-board rescission on al discretionary accounts (except for the WIC program,
which was specifically exempted), as required by a provision in the FY 2003 Consolidated
Appropriations Act (P.L. 108-7) to offset the total cost of the omnibus measure.
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FY 2004 agricultural appropriations bill on July 15 and July 17, 2003, respectively,
and reported the measure (S. 1427, S.Rept. 108-107) on July 17. Senatefloor action
is pending.

Table 2. Congressional Action on FY2004 Appropriations for
the U.S. Department of Agriculture and Related Agencies

Subcommittee Conference Report
Markup Completed House | House | Senate | Senate [Conference Approval
House | Senate | Report |Passage| Report | Passage | Report House | Senate | Public Law
H.R.
2673,
H.Rept. S. 1427,
108- S.Rept.
6/17/03 193 108-193
*x 7/9/03 |7/14/03| 7/17/03 *x *x *x *x *x

** = Pending

H.R. 2673, as passed by the House, and S. 1427, as reported, contain a nearly
identical total FY2004 appropriation of $77.493 billion for USDA and related
agencies, which is $2.91 billion above the FY 2003 enacted level of $74.582 billion
(including supplementals) and $136 million below the Administration request of
$77.629 hillion. Of this amount, just over three-fourths ($60.5 hillion) of the
spending in both bills is classified as mandatory spending, the same level as
requested by the Administration.

The balance of spending in the two bills ($17.005 billion) is for discretionary
programs, a level exactly equal to the alocations given to the House and Senate
agriculture appropriations subcommittees by their respective full committees. The
$17.0 billion in discretionary spending in H.R. 2673 and S. 1427 is $136 million
below the Administration’s FY 2004 request and $872 million below the FY 2003
enacted level including supplementals (or $393 million below FY 2003, excluding
supplementals). To help achieve the $872 million reduction in spending, both bills
provide an FY 2004 appropriation for foreign food aid that is more than $600 million
below the FY 2003 level (which was bolstered by supplemental spending).

Although thetwo measuresprovideanearly identical total appropriation, there
are anumber of differences in spending priorities within the various mission areas
of USDA. The House-passed bill provides $71 million more than the Senate for
discretionary conservation programs and $36 million more than the Senate for
foreign assistance. The Senate-reported bill exceeds the House level for rural
development programs by $60 million and domestic food programs by $37 million.

Both bills aso contain provisions that limit or prohibit spending on certain
mandatory conservation, rural devel opment, and research programs. However, there
is some difference between the two measures in the mix of programs that would be
de-funded to effect these savings. The House bill also contains a controversial
general provisionthat prohibitsUSDA from promul gating regul ationsthat implement
country-of-origin labeling requirementsfor meat and meat products. The Senate bill
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issilent on thisissue, but contains a provision to relax the licensing requirement for
traveling to Cubato pursue opportunities to sell agricultural and medical products.

FY2004 Agriculture Appropriations: Proposed
Spending Levels and Current Issues

The following sections compare the House-passed version of the FY 2004
agricultureappropriationshill (H.R. 2673), the Senate-reported version (S. 1427), the
FY2004 Administration request, and the enacted conference agreement on the
FY 2003 omnibus appropriations bill (P.L. 108-7) for various mission areas and
agencies within USDA, and for the Food and Drug Administration and the
Commodity Futures Trading Commission. Also seethetableat theend of thereport
for atabular summary. This report will continue to track congressional action on
FY 2004 agriculture appropriations as the process continues.

Commodity Credit Corporation

Most spending for USDA’ s mandatory agriculture and conservation programs
was authorized by the 2002 farm bill (P.L. 107-171), and isfunded through USDA’s
Commodity Credit Corporation (CCC). The CCC is awholly owned government
corporation. It has the legal authority to borrow up to $30 billion at any one time
from the U.S. Treasury. These borrowed funds are used to finance spending for
ongoing programs such as farm commodity price and income support activities and
variousconservation, trade, and rural devel opment programs. The CCC hasalso been
the funding source for alarge portion of emergency supplemental spending over the
years, particularly for ad-hoc farm disaster payments, and direct market loss
payments to growers of various commodities which have been provided in response
to low farm commaodity prices.

The CCC must eventually repay the funds it borrows from the Treasury.
Because the CCC never earns more than it spends, its losses must be replenished
periodically through a congressional appropriation so that its $30 billion borrowing
authority (debt limit) is not depleted, which would render the corporation unableto
function. Congress generally provides this infusion through the regular annual
USDA appropriation law. Because of the degree of difficulty in estimating its
funding needs, which is complicated by crop and weather conditions and other
uncontrollable variables, the CCC in recent years has received a“current indefinite
appropriation,” which in effect allows the CCC to receive “such sums as are
necessary” during thefiscal year for previousyears lossesand current year’ slosses.

Asinpast years, the Administration requested anindefinite appropriationfor the
CCC for FY 2004, which the Administration estimates at $17.275 hillion, compared
with an estimated indefinite appropriation of $16.285 billion provided in FY 2003.
The House-passed FY 2004 agriculture appropriations bill (H.R. 2673) and the
Senate-reported FY 2004 bill (S. 1427) both concur with this request.
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Crop Insurance

The federal crop insurance program is administered by USDA’s Risk
Management Agency (RMA). It offers basically free catastrophic insurance to
producers who grow an insurable crop. Producers who opt for this coverage have
the opportunity to purchase additional insurance coverage at asubsidized rate. M ost
policies are sold and completely serviced through approved private insurance
companies that have their program losses reinsured by USDA. The annual
agricultureappropriationshbill makestwo separate appropriationsfor thefederal crop
insurance program. It provides discretionary funding for the salaries and expenses
of the RMA. It aso provides “such sums as are necessary” for the Federal Crop
Insurance Fund, which funds all other expenses of the program, including premium
subsidies, indemnity payments, and reimbursements to the private insurance
companies. Annual spending on the crop insurance program isdifficult to predictin
advance and is dependent on weather and crop growing conditions and farmer
participation rates.

The Administration estimatesthat the mandatory funded Federal Crop Insurance
Fund will require an FY 2004 appropriation of $3.368 hillion, compared with an
estimated FY 2003 appropriation of $2.886 billion. Asiscustomary, both the House-
passed agriculture appropriations bill (H.R. 2673) and the Senate-reported bill (S.
1427) provide “such sums as may be necessary” for the fund. Legidative
enhancements (P.L. 106-224) made to the crop insurance program in 2000 greatly
increased thefederal subsidy of insurance premiums. Theincreased subsidy coupled
with large program losses associated with the extended drought in various parts of
the country have contributed to increased program costs in recent years.

For thediscretionary component of the crop insurance program, the salariesand
expensesof USDA’sRisk Management Agency (RMA), H.R. 2673, as passed by the
House provides$71.51 millionfor RMA, up $1.26 million from the FY 2003 enacted
level of $70.25 million, but $6.98 million below the Administration’s request of
$78.49 million. The Senate-reported bill (S. 1427) provides $71.42 million, which
isjust $81,000 below the House level, but $7 million below the Administration’s
FY 2004 request. The Administration requested anearly 12% increase for FY 2004,
mainly to cover proposed information technology initiatives within RMA.

The Administration request also contains a legislative proposal to limit the
amount of subsidy that accrues to the private insurance companies participating in
the program. The Administration maintains that the increased farmer participation
inthe program following the 2000 | egi sl ative enhancements hasresulted in windfall
profits for the private insurance companies. Hence, the FY 2004 budget request
containsaproposal to cap thereimbursement that the private companiesreceivefrom
the federal government for their delivery expenses at 20% of premium for FY 2004
and subsequent years, instead of the current cap of 24.5%. According to
Congressional Budget Office estimates, enactment of this proposal would save $81
millionin FY2004. H.R. 2673, as passed by the House, and S. 1427, asreported by
the Senate, do not concur with this request. In report language, the Senate
Appropriations Committee states that the proposed reimbursement limitation would
forcesome private companiesout of business, and that the reimbursement rate should
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be negotiated in the standard reinsurance agreement between the private companies
and the federal government, rather than through a legislative mandate.

Farm Service Agency

Whilethe Commodity Credit Corporation serves as the funding mechanism for
thefarmincomesupport and disaster assi stance programs, the administration of these
and other farmer programs is charged to USDA’s Farm Service Agency (FSA). In
addition to the commodity support programs and most of the emergency assistance
provided in recent supplemental spendingbills, FSA also administersUSDA’ sdirect
and guaranteed farm|oan programs, certain conservation programsand domestic and
international food assistance and international export credit programs.

FSA Salaries and Expenses. Thisaccount fundstheexpensesfor program
administration and other functions assigned to the FSA. These funds consist of
appropriationsand transfersfrom CCC export credit guarantees, fromP.L. 4801 0ans,
and from the various direct and guaranteed farm loan programs. All administrative
funds used by FSA are consolidated into one account. For FY 2004, the House-
passed appropriationshill (H.R. 2673) providesatotal appropriation of $1.02 billion
for FSA salaries and expenses, as requested by the Administration. The Senate-
reported hill (S. 1427) provides $988.8 million, which is $28 million less than the
House bill and the request. Both the House and the Senate levels are above the
regular annual appropriation of $970.4 million for FY2003. However, both are
below thetotal FY 2003 level that includes supplemental authority for FSA to tap the
CCCfor $70 million to cover the administrative costs associated with implementing
ad hoc disaster assistance authorized in the emergency provisions of P.L. 108-7.
Report language accompanying H.R. 2673 instructs USDA not to shut down or
consolidate any local FSA offices unless rigorous analysis proves such action to be
cost-effective. The Senate committee al o expresses concern about FSA downsizing
and directsthe Secretary to consider theimpact further reductionswill have on farm
services before considering closing additional offices.

FSA Farm Loan Programs. Through FSA farm loan programs, USDA
serves as a lender of last resort for family farmers unable to obtain credit from a
commercia lender. USDA providesdirect farmloansand al so guaranteesthetimely
repayment of principal and interest on qualified loans to farmers from commercial
lenders. FSA farm loans are used to finance the purchase of farm real estate, help
producers meet their operating expenses, and help farmers financially recover from
natural disasters. Some of the loans are made at a subsidized interest rate. An
appropriationismadeto FSA each year to cover thefederal cost of making direct and
guaranteed loans, referred to as aloan subsidy. Loan subsidy is directly related to
any interest rate subsidy provided by the government, as well as a projection of
anticipated loan losses caused by farmer non-repayment of the loans.

The Administration requests an appropriation of $210.7 million for FY 2004 to
subsidize the cost of making $3.52 billion in direct and guaranteed FSA loans. The
enacted FY 2003 | oan subsidy was $226.8 millionto support FSA loanstotaling $3.94
billion. Most of the proposed $420 million decline in requested loan authority is
accounted for in aproposed $300 million reduction in unsubsidized guaranteed farm
operating loans (from $1.7 billion authorized in FY 2003 to an estimated $1.4 billion
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inFY 2004). The Administration contendsthat the proposed reduction in funding for
this program, which finances farmers' purchases of feed, seed, fertilizer, livestock
and machinery, is consistent with historical demand.

Both the House-passed FY 2004 agriculture appropriationsbill (H.R. 2673) and
the Senate-reported bill (S. 1427) provide cuts in FSA farm loans beyond those
reguested by the Administration. The House bill contains aloan subsidy of $200.2
million for FSA farm loans and the Senate bill recommends $194.3 million,
compared with the Administration request of $210.7 million and the FY 2003 enacted
level of $226.8 million. The funding in H.R. 2673 would subsidize the cost of
making $3.385 hillion in direct and guaranteed loans in FY 2004, which is $132
million below the Administration request and $551 million below the FY 2003
enacted level. Theloan subsidy in S. 1427 would support atotal loan level of $3.25
billion, which is $137 million below the House level, $270 million below the
Administration request, and $664 million below the estimated level for FY 2003. In
both bills, as in the Administration request, most of the reduction in loan authority
is within the unsubsidized guaranteed operating |oan program.

Natural Resources and Environment

The natural resources and environment mission area within USDA is
implemented through the programs of the Natural Resources Conservation Service
(NRCS), the Farm Service Agency (FSA), and the Forest Service. (Funding for the
Forest Serviceis provided in the annual Interior appropriations bill.) Conservation
spending combines discretionary spending, which has totaled more then $1 billion
annualy in recent years, and mandatory funding, which is funded through the
Commodity Credit Corporation and is estimated to total just under $3 billion in
budget authority in FY 2004, according to the March 2003 Congressional Budget
Officebasdline. TheNRCSadministersall the discretionary conservation programs.

Discretionary Programs. In total, the House-passed FY 2004 agriculture
appropriations bill (H.R. 2673) provides $1.045 billion for all discretionary
conservation programs, while the Senate bill reported by the Senate Appropriations
Committee (S. 1427) provides$973.2 million. TheHousebill isanincreaseof $23.5
million from the FY 2003 enacted level of $1.021 billion, while the Senate bill isa
decrease of $48.1 million from that amount. The Administration had requested
$1.241 hillion.

The Administration total is difficult to directly compare with congressional
amounts because the request included the creation of anew discretionary line item
of $432 million to pay for technical assistance in support of the mandatory
conservation programs. Both H.R. 2673 and S. 1427 reject thisrequest. The House
bill had contained a provision prohibiting the spending of fundsin the Conservation
Operations account for this purpose. This provision was removed in a floor
amendment sponsored by the agriculture appropriations subcommittee chairman.
The Senate bill contains provisions that would prohibit using these fundsin support
of the mandatory conservation programs not only in Conservation Operations, but
also in the Watershed Surveys and Planning, Watershed and Flood Preventions
Operations, and Watershed Rehabilitation accounts.
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The House and the Senate bills both differ from the request and from FY 2003
funding levelsfor all other programs. H.R. 2673, as passed by the House, provides
$850.0 million for Conservation Operations, while S. 1427, as reported, provides
$826.6 million. (The FY2003 appropriation was $819.6 million, and the
Administration requested $703.6 million for FY 2004). For Watershed Surveys and
Planning, the House-passed bill provides $11.1 million while the Senate-reported
bill provides 10.0 million, compared with $11.1 million provided in FY 2003 and
$5.0millionrequestedfor FY 2004. For Watershed and Flood Prevention Operations,
the House bill provides $90 million and the Senate bill provides $55 million. (The
FY 2003 appropriation was $109.3 million and the Administration request for
FY 2004 was $40 million). For Watershed Rehabilitation, the House provides $40.0
million and the Senate provides $29.8 million (the FY 2003 appropriation was $29.8
million and the Administration regquested $10.0 million). For the Resource
Conservation and Development Program, the House bill provides $52.9 million and
the Senate bill provides $51.0 million. (The FY 2003 appropriation was $50.7
million and the Administration request was $49.9 million.) Both billsinclude many
earmarks, especially for Conservation Operations, and retain many of the same
funding limits that had been included in appropriations acts in past years.

The use of earmarks within the discretionary conservation program accounts
continues to be substantial. The FY 2004 committee reports (H.Rept. 108-193 and
S.Rept. 108-107) contain as many or more earmarks than in earlier years in the
Conservation Operations and Watershed and Flood Prevention Operations accounts.
The FY 2003 appropriation included 214 congressional earmarks with atotal value
of morethan $200 million, according to acompilation prepared by the NRCS budget
office. Both the number and total value of earmarks have been growing in recent
years, and for some conservation programs, the growth in earmarks has exceeded the
growth in overall program funding some years. Some conservation supporters have
expressed concern that the increased use of earmarks means that less money is
available for those pressing conservation priorities that do not coincide with the
earmarked projects and activities.

Mandatory Programs. Annua funding levels for each of the mandatory
conservation programs was set in the 2002 farm bill. (For two of the programs, the
Conservation Reserve and the Wetlands Reserve, limits are set in enrolled acres
rather than dollars, so savings are made by limiting the number of acresthat can be
enrolled.) The Conservation Reserve Program will remain the largest conservation
program, with a budget authority of $1.92 billion, according to the Congressional
Budget Office’'s March 2003 estimates. The next largest program will be EQIP,
which was funded at $700 millionin FY 2003. Thetotal budget authority would rise
from $533 million in FY2003 to $785 million under the House bill and to $859
million under the Senate bill, but to only $729 million under the Administration
request in FY 2004.

The House-passed bill limits funding for four of these programs to atotal of
$229 million below authorized level s, whilethe Senate-reported bill limitsfundsfor
five programsfor an estimated reduction of $204 million. IntheHousebill, spending
would be reduced for the Wetlands Reserve Program by $56 million (limiting
enrollment to 200,000 acresinstead of the authorized level of 250,000 acres); for the
Environmental Quality Incentives Program (EQIP) by $25 million (to $975 million);
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for the Conservation Security Program (CSP) by $53 million (to $0); and for the Dam
Rehabilitation Program by $95 million (to $0). Under the Senate-reported bill,
spending for the Dam Rehabilitation Program al so would be reduced by $95 million
(to $0), and the Wetland Reserve Program would be limited more than in the House
bill — to 190,680 acres, for estimated savings of $69 million). The Senate bill also
limits spending for the Ground and Surface Water Conservation Program (down $9
million from the authorized level), the Wildlife Habitat Incentive Program (a $60
million reduction), and the Farmland Protection Program (a $13 million reduction).
The Administration’s budget submission included a different mix of proposals to
limit total funding to $285 million bel ow theauthorized levels. Inthe Administration
request, the reduction would offset part of the cost of establishing a proposed new
lineitem to fund technical assistance in support of mandatory programs, a proposal
both chambers rejected (see discussion above). Proposed reductions included $150
million from the EQIP; no funding for the CSP; $95 million from the Dam
Rehabilitation Program; $9 million from the Ground and Surface Water Conservation
Program; $18 million from the Wildlife Habitat Incentives Program; and $13 million
from the Farmland Protection Program.

Technical Assistance Funding. The rapid expansion in funding for
conservation programs and activities hasincreased requests for technical assistance.
Technical assistance had been funded in part through the Commodity Credit
Corporation (CCC), in part by reprogramming carry-over funds, and in part by using
funds from Conservation Operations, a discretionary program, to pay for this
assistance. A statutory cap on the use of CCC funds to provide such assistance for
mandatory conservation programs, combined with limitsfrom the other sources and
rapid growth in these programs, has created afunding shortfall. Congress attempted
to addressthese funding concernsin the 2002 farm bill (P.L. 107-171). However, in
late 2002, the Office of Management and Budget, supported by a Department of
Justice opinion, ruled that the farm bill did not remove the CCC cap and the
Administration would have to continue to limit mandatory technical assistance
funding through the CCC.

The Administration sought to address this problem in a supplement to the
FY 2003 budget proposal by creating a new farm bill technical assistance line item,
funded at $333 million. Thiswould have provided thetechnical assistancefor all the
mandatory conservation programs (authorized at a total of $1.2 billion), plus the
Conservation Reserve Program, amandatory program authorized in acresrather than
dollars. Congress rejected this proposal, and specifically prohibited the use of
discretionary funds (funds from Conservation Operations) to implement any
mandatory conservation programs. This prohibition, combined with a retention of
the cap on CCC funds, meansthat some of the mandatory programs will haveto be
significant “donor programs’ by funding technical assistance for other programs,
thereby leaving lessmoney availableto implement their activities. USDA estimates
that four programs will be donor programs, with the largest donations being made
from the EQIP ($107.9 million) and the Farmland Protection Program ($27.6
million). The Administration has again proposed a new discretionary technical
assistance line item for FY2004 and both chambers have again rejected it, as
discussed above.
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As an dternative approach for addressing this issue, the chairman of the
subcommittee of the House Agriculture Committee that is responsible for
conservation has proposed legidation (H.R. 1907) that would prohibit fundsin three
of the mandatory programs (EQIP, the Grasslands Reserve Program, and FPP) from
being used for technical assistance for any of the other mandatory programs. His
subcommittee reported this bill to the full committee on June 17, 2003.

Agricultural Trade and Food Aid

USDA's international activities include both discretionary and mandatory
programs with the former funded by appropriations and the latter funded with
borrowing from USDA’s Commodity Credit Corporation. Aspassed by the House,
the FY 2004 agriculture appropriations bill (H.R. 2673) provides an appropriation of
$1.523 billion for discretionary programs, whichinclude primarily P.L. 480 food aid
programs. The Senate-reported bill (S. 1427) provides an appropriation of $1.487
billion for discretionary programs. Most of the difference between the two billsis
accounted for by a Senate recommendation of $25 million for the new McGovern-
Dole international food for education program, in contrast to the House
recommended appropriation of $56.9 million. For the mandatory programs, which
include both agricultural export and other food aid programs, the Administration
estimates a program level of around $4.7 billion. Both the discretionary and
mandatory international programs are authorized in the 2002 farm bill (P.L. 107-
171). Neither appropriations bill places any new funding limits on the mandatory
agricultural trade and food aid programs.

Foreign Agricultural Service. In both the House-passed and Senate-
reported measures, the Foreign Agricultural Service (FAS), which administers
USDA'’sinternational activities, receives considerably less than the $145.2 million
requested by the Administration — $133.9 million in the House bill and $131.6
millioninthe Senatebill. Neither measureincludesthe Administration’ srequest for
a $5 million USDA contribution to the Montreal Protocol Fund. The Montrea
Protocol isan internationa agreement on limiting substances that deplete the ozone
layer. The House measure includes $2 million to support a number of trade-related
biotechnology activities.

Food Aid. Aspassed by the House, H.R. 2673 provides an appropriation of
$1.328 hillion for P.L. 480 commodity sales and humanitarian donations and $56.9
million for a new program, the McGovern-Dole International Food for Education
Program (IFEP), authorized in the 2002 farm bill (P.L. 107-171). The Senate-
reported bill provides $1.326 hillion for P.L. 480, but only $25 million for IFEP.
IFEP will provide commodity donations and associated finance and technical
assistance to carry out school and child feeding programsin foreign countries. The
2002 farm bill authorized $100 million of CCC funding for IFEP in FY2003.
Beginningin FY 2004, however, IFEP must be funded by appropriations. The Senate
Committeereport suggeststhat the Secretary investigatethe use of Food for Progress
resources for IFEP to supplement appropriated funds. USDA administers P.L. 480
commodity sales and IFEP, while the U.S. Agency for International Devel opment
(USAID) administers humanitarian donations under P.L. 480 Title .
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In both the House-passed and Senate-reported bills, the appropriation levelsfor
food aid ismore than $600 million lessthan what was appropriated for FY 2003. The
regular FY 2003 appropriation for food aid was bolstered by congressionally initiated
responses to humanitarian food needs of $248 million for additional emergency food
relief, and $369 million for P.L. 480 Title Il programs in the Emergency
Supplemental Wartime AppropriationsAct (P.L. 108-11). P.L.108-11 included $69
millionfor partial replenishment of the Bill Emerson Humanitarian Trust commodity
reserve. Funding for theseinitiativeswas not included in the President’ s request nor
do the House and Senate FY2004 appropriations measures include any new
emergency funding. The Senate report indicates that the funding for P.L. 480 Title
Il should be used for its intended purposes, i.e., addressing underlying causes of
hunger, and not for ad hoc emergency assistance. In the event of additional
emergency needs, the report says, “the Committee reminds the Department of the
availability of the Bill Emerson Trust.”

The President’s budget provides no estimate of the value or volume of
commodities that could be released from the Emerson Trust, which has been used
extensively in FY 2003 to respond to food emergenciesin Africaand Irag. Sofarin
FY 2003, the Secretary of Agriculture has announced availability from the Emerson
Trust of 200,000 tons of wheat for emergency relief inthe Horn of Africa (Ethiopia
and Eritrea) and 600,000 tons of wheat for emergency relief in Irag. If used, about
1 million metric tons of wheat would remaininthe Trust, whichisauthorized to hold
up to 4 million metric tons of wheat, corn, sorghum, and rice. Neither appropriations
measure provides additional funding for replenishment of the Emerson Trust.

Other food aid programs include Food for Progress (FFP) which provides
commoditiesto countries that are introducing and expanding free enterprisein their
agricultural economiesand Section 416(b) commodity donations. The President’s
budget envisions $151 million of CCC funding for FFP; some funding for FFP also
will comefrom appropriationsfor P.L. 480 Title I, for which both the House-passed
and Senate-reported bills recommend a direct loan authorization of $132 million.
USDA estimates that about $119 million of surplus nonfat dry milk will be made
available under Section 416(b) in FY 2004.

Export Programs. Mandatory (CCC-funded) programs to promote exports
includethe Export Enhancement Program (EEP), the Dairy Export Incentive Program
(DEIP), CCC Export Credit Guarantee Programs, the Market Access Program
(MAP), and the Foreign Market Development Program (FMDP). None of these
mandatory programs require an annual appropriation. In the EEP and DEIP
programs, USDA makes cash bonus payments to exporters of U.S. agricultural
commodities to enable them to be price competitive when U.S. prices are above
world market prices. EEP hasbeenlittle usedin recent years. No EEP bonuseswere
provided in FY 2002 and none has yet been provided in FY2003. Reflecting this
program experience, the President’ s budget assumes aprogram level of $28 million
in both FY 2003 and FY 2004, compared with $478 million authorized by the 2002
farm bill. Consequently, USDA would retain some flexibility to increase the level
of EEP subsidies. For DEIP, the budget expects a program level of $57 million for
FY 2004.
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The President’s budget projects an overall program level of $4.2 billion in
FY2004 for CCC export credit guarantee programs, which provide payment
guarantees for the commercial financing of U.S. agricultural exports. While this
projection is virtually the same as for FY 2003, the actual level of guarantees will
depend on demand for credit, market conditions, and other factors. Of the amount
of guarantees expected to be issued in FY 2004, $4 billion would be made available
for GSM (General Sales Manager)-102 short-term guarantees of up to 3 years, while
GSM-103 intermediate-term guarantees (3 to 10 years) would be allocated $18
million.

For export market development, the budget proposes $125 million for the
Market Access Program and $34.5 million for the Foreign Market Development
Program, asrequired by the 2002 farm bill. Both programs support the devel opment
and maintenance of export marketsfor U.S. agricultural products. However, MAP
mainly promotes high val ue products, including brand-name products, while FMDP
promotes generic commodities.

Funding for U.S. agricultural export and food aid programs could be affected
by ongoing WTO agricultural trade negotiations. The United States has proposed
that agricultural export subsidies be eliminated, while the European Union, which
opposes complete elimination of such subsidies, has conditioned its willingness to
negotiate reductions in export subsidies on the inclusion of export credit programs
(such as CCC export credit guarantees) and food aid based on surpluses (such as
section 416(b)) on the WTO agriculture negotiating agenda. The EU and other
trading partners chargethat the U.S. credit program has a subsidy element (although
it is much less than the subsidy represented by the EU’s own export subsidy
program) and gives the United States an unfair competitive advantage in exporting
certain agricultura commaodities.

TheEU and other U.S. trading partners, such asAustralia, Brazil, and anumber
of agricultural exporting developing countries, also have raised the issue of large
U.S. food aid shipments in ongoing WTO agriculture negotiations. They have
suggested that the United States is using food aid to get around its export subsidy
reduction commitments made in the 1994 Uruguay Round Agriculture Agreement.
The United States has countered that its food aid shipments, though large, are made
in conformity with WTO rules, and are being made available to countries with food
needs or used for development programs.

Cuba Trade. Current U.S. policy is to exempt commercial sales of
agricultural and medical productsfrom U.S. unilateral sanctionsimposed onforeign
countries, subject to specified conditionsand prohibitions. Debate continues, though,
among policymakers on the scope of the statutory restrictions that should apply on
agricultural sales to Cuba. Members of Congress opposed to the Cuba-specific
prohibitions have introduced bills in the 108th Congress proposing to effectively
repeal them. The Senate-reported version of the FY 2004 agriculture appropriations
bill (S. 1427) includes language to relax the licensing requirement for traveling to
Cubato pursue opportunitiesto sell agricultural and medical products. Thiseffortis
reportedly in responseto a Treasury Department decision in Juneto deny thelicense
application of a firm seeking to organize a food and agribusiness exhibition in
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Havana next January. For more information on this issue, see the CRS Electronic
Briefing Book, Trade, page on Economic Sanctions and Agricultural Exports.

Agricultural Research, Extension, and Economics

Four agencies carry out USDA'’s research, education, and economics (REE)
function. The Department’ sintramural science agency isthe Agricultural Research
Service (ARS), which performsresearchin support of USDA’ saction and regulatory
agencies, and conducts long term, high risk, basic and applied research on subjects
of national and regional importance. The Cooperative State Research, Education,
and Extension Service (CSREES) isthe agency through which USDA sends federal
funds to land grant Colleges of Agriculture for state-level research, education and
extension programs. The Economic Research Service (ERS) provides economic
analysis of agriculture issues using its databases as well as data collected by the
National Agricultural Statistics Service (NASS).

With the exception of recent years in which USDA research agencies have
received supplementa funds for antiterrorism activities, the agricultural research
budget, when adjusted for inflation, has remained flat for amost 30 years.
Furthermore, current financial difficulties at the state level are causing some states
to reduce the amounts they appropriate to match the USDA formula funds (block
grants) for research, extension, and education (100% matching isrequired, but most
states have regularly appropriated two to three times that amount). A combination
of cuts at the state and federal levels can result in program cuts as far down as the
county level. In 1998 and 2002 legislation authorizing agricultural research
programs, the House and Senate A griculture Committeestapped sources of available
funds from the mandatory side of USDA’s budget and elsewhere (e.g., the U.S.
Treasury) to find new money to boost the availability of competitive grants in the
REE mission area. From FY 1999 through FY 2003, the A ppropriations Committees
have blocked the use of those mandatory funds for the purposes the Agriculture
Committees intended; however, from FY 1999 through FY 2002, the appropriations
conference committees haveall ocated more funding for ongoing REE programsthan
were contained in the House and Senate appropriations bills. Nonetheless,
agricultural scientists, stakeholders, and others currently are concerned that higher
military spending and lower tax revenues may return the REE mission area to a
period of static or shrinking appropriations.

Agricultural Research Service. The Senate-reported agriculture
appropriationsbill (S. 1427) provides $1.092 billionfor ARS, an amount $4 million
lower than theregular FY 2003 appropriation,? but $42 million higher thanthe $1.050
contained in the FY 2004 House-passed agriculture appropriations bill (H.R. 2673).

Of the total Senate appropriation for ARS, $1.046 billion would support the
agency’ sresearch programs, an amount $9 million higher than the FY 2003 level, and

21f oneincludesthe $110 million ARS received in the FY 2003 supplemental appropriation
act (P.L. 108-11) for construction at the National Animal Disease L aboratory in Ames, lowa,
the Senate committee bill is $174 million less, and the House committee bill $214 million
less, than the FY 2003 appropriation.
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$32 million above the House-passed bill ($1.014 billion). S. 1427 would allocate
$46 million to support the modernization and construction of ARS facilities, an
amount higher than inthe House bill ($35.9 million), but $73 million lower than the
FY 2003 appropriation.® S. 1427 agrees to $14.1 million in project terminations
proposed in the Administration’s budget, and directs the savings to increases in
funding for committee research priorities in such areas as plant genomics,
horticulture, biomedical materials in plants, child nutrition, livestock forages,
invasive species biocontrol, poisonous plants, and animal diseases that are
transmissible to humans.

S. 1427 would fund building and facility projects at ninelocations (H.R. 2673
would fund sevenlocations) for whichthe Administration had not requested funding.
For lab security upgrades, the bill provides a little more than one-haf of the
requested funding ($11.7 million rather than $22 million). The bill also deletesthe
Administration’ sproposed funding for renovating the National Agricultural Library.
TheHousebill provideshalf the proposed funding for both lab security upgrades and
the National Agricultura Library.

Asin past years, the Administration’ s request assumed the discontinuation of
severa congressionally earmarked research and construction projectsand directed the
savings to other research priority areas. Although the Senate bill agrees to some
project terminations, the House bill restores funding for the projectsin full. Infact,
the report language for the House bill says that if such proposals are made for
FY 2005, the Administration will be expected to defend and explain at congressional
hearings why each research program should be terminated.

The House-passed bill reflects the assumption in the Administration’ s request
that aportion of funding that normally would be appropriated under USDA for ARS
scienceand facilitieswork at the Foreign Animal Disease Laboratory on PlumIsland,
New York, will be appropriated under the authority of the new Department of
Homeland Security, now that this laboratory has been transferred to the new
Department. The Senate bill is silent on this subject.

Cooperative State Research, Education, and Extension Service. The
Senate-reported FY 2004 agricultural appropriationshbill would provide$1.118billion
intotal for CSREES. Thisamount is close to the same as FY 2003 funding ($1.117
billion). H.R. 2673, the House-passed measure, provides $1.103 billion in total for
CSREES ($14 million less than the FY 2003 appropriation).

Within the agency’s budget, S. 1427 alocates $618 million for research and
education funding for the states, essentially level with $617 millionin FY 2003. H.R.
2673 provides $597 million, $19 million less than FY 2003. For federal funds for
state extension programs, the Senate-reported bill provides $450.1 million (slightly
lessthan in FY 2003, but $10 million more than the House bill, which is $12 million
lessthan the current year). For thefairly new category (1998) of multi-stateresearch

% Counting the $110 million FY 2003 supplemental appropriation, the Senate committee bill
for FY2004is$183 million less, and the House bill $193 millionless, thanthe FY 2003 level
for ARS building and facilities.
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projects that have both research and extension components, the Senate-reported bill
continues funding essentially at the FY 2003 level ($46.7 million), whereas the
House-passed bill funds the Administration’ s request of $63 million, an increase of
$16.4 million from FY 2003. The Senate-reported bill rejects the Administration’s
request to increase an outreach program for socially disadvantaged farmers to $4
million, and continues it at the FY2003 level of $3.5 million. Through an
amendment adopted on the House floor, H.R. 2673 contains $8.5 million for this
program. The additional $5 million would come from a reduction in funding for
integrating USDA’ s computer systems.

As in past years, the Administration proposed to eliminate all but about $3
million in earmarked research and extension grants to specified land grant schools.
In past years, Congress has never adopted such proposals. For FY 2004, the House
and Senate billswould award roughly 160 such grantstotaling $101 million and $100
million, respectively. In FY 2003 there are 203 grants totaling $112 million. For
USDA’s major competitive, peer-reviewed grant program, the National Research
Initiative (NRI), the Senate-reported bill provides$180 million (up $14 millionfrom
FY 2003), whereasthe Housebill would appropriate $149 million ($16.8 million less
than FY 2003). The annual budget authority for this program is $500 million. The
$166 million FY 2003 appropriation for the NRI is the highest in the program’s
history.

Both S. 1427 and H.R. 2673 follow the Administration’ s request and continue
to deny funding to carry out the Initiative for Future Agriculture and Food Systems
competitivegrantsprogram that was authorized in 1998 and reauthorized in the 2002
farm bill (P.L. 107-171). This program (which is not subject to annual
appropriations) was authorized in FY2004 to use $120 million in government
mandatory funds. The Senate bill report (S.Rept. 108-107) contains language
designating 20% of NRI funds as available for use under the terms and conditions of
the Initiative. The House hill is silent on this subject.

Economic Research Service (ERS) and National Agricultural
Statistics Service (NASS). The Senate-reported bill contains $70 million for
ERS, a$1.2 million increase from FY 2003. The House-passed bill makes available
$71.4 million, a $2.7 million increase over the current year. For NASS, S. 1427
would provide $129 million, and H.R. 2673 would provide $129.8 million. This
would constitute about a $9 million decrease in the NASS budget.

Food Safety

USDA'’s Food Safety and Inspection Service (FSIS) conducts mandatory
inspection of meat, poultry, and processed egg products to insure their safety and
proper labeling. The Senate-reported bill (S. 1427) provides$783.8 millionfor FSIS
in FY2004 ($29 million more than FY2003, but $13.4 million less than the
Administration’ srequest). The House-passed bill provides $785.3 million for FSIS
($30 million more than FY 2003, but $12 million less than the Administration’s
reguest). The Senate bill specifiesthat theincreasein fundingisto support hiring 80
additional FSISinspectorsfor domestic inspections, and seven additional inspectors
to audit the meat and poultry inspection systems of foreign countries exporting, or
seeking to export, products to the United States. Bill language also directs FSIS to
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(1) increasethe number of overseastripsinspectors maketo determinethat exporting
countries inspection systems are equivalent to the U.S. system; and (2) continueto
use a $5 million increase provided in the FY 2003 appropriation to build a 50-
inspector unit solely for the purpose of enforcing the Humane Methods of Slaughter
Act. Language in H.R. 2673 directs that FSIS use $25.6 million of the increase
contained in the bill to hire additional inspectors and to increase |aboratory capacity
for analyzing food samples for possible acts of bioterrorism, among other things.

In addition to annual appropriations, FSIS traditionally has had access to user
feescollected fromindustry for laboratory accreditation and for overtimeand holiday
inspection. Approximately $101 million is made available annually from this
account to support theinspection program. The President’ sbudget request contained
aproposal to changethedefinition of “overtime” to mean any hoursthat afirm might
be operating beyond one 8-hour daytime shift. This would significantly raise the
amount of feescollected fromindustry and diminish the proportion of inspection paid
for by tax dollars. Congress has never agreed to similar proposalsin the past, saying
that assuring the safety of the food supply is an appropriate function of the federal
government. Both S. 1427 and H.R. 2673 disregard the Administration’ srequest for
additional user fees.

Marketing and Regulatory Programs

Animal and Plant Health Inspection Service (APHIS). APHIS, the
USDA agency that protects U.S. agriculture from domestic and foreign pests and
diseases, would receive $710.5 million under the Senate-reported appropriations bill
($18 million above FY 2003, and $11 million above the Administration’ s request).*
Of this, S. 1427 allocates $705.5 million for APHIS programs, and $5 million for
repairing, remodeling, and maintaining buildings and facilities ($682.8 million and
$10 million, respectively, in FY2003). The House-passed bill also contains $5
million for buildings and facilities, but increases funding for APHIS programs to
$725.5 million, for atotal appropriation of $730.5 million. Languagein the Senate-
reported bill encourages the Secretary to use Commaodity Credit Corporation (CCC)
funds for emergency situations and for indemnifying producers for losses due to
APHIS' s plant and animal disease eradication programs. The agency used $364
million in CCC funds for such purposes in FY 2002.

S. 1427 provides a $5 million increase for surveillance and control of chronic
wasting disease in deer and ek (a disease similar to mad cow disease that is
transmissible to domestic livestock); an $11.6 million increase to fight emerging
plant pests; a $1.4 million increase for grasshopper control in the West; and a $1.3
million increasefor an oral vaccination program that reduces the incidence of rabies
in wild animal populations, among other programs.

* The actual FY 2003 appropriation for APHIS was $730.7 million. However, $38 million
of the appropriation was transferred to the Department of Homeland Security, as APHIS
border security and its foreign animal disease laboratory were transferred to the new
Department.
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Among the directives in the report accompanying the House-passed bill
(H.Rept. 108-193) is an increase of $4 million for cross-cutting trade negotiations
and biotechnology resources in the trade issues resolution management program.
Increases above the Administration’ s request are provided by the House committee
report for therelatively new Biotechnol ogy Regulatory Servicesunit at APHIS (from
an Administration-requested $3.9 million to $6.9 million); and aso for animal
guarantine inspection, for boll weevil eradication, for work on chronic wasting
disease and on Johne's Disease, for wildlife services, and for animal welfare
activities, among others.

Agricultural Marketing Service. AMS s responsible for promoting the
marketing and distribution of U.S. agricultural productsin domestic andinternational
markets. The House-passed appropriations bill (H.R. 2673) provides budget
authority of $92.7 million for AMS in FY 2004, which is above the Administration
request of $91.8 million and the $91.5 million provided in FY2003. The Senate
committeeversion (S. 1427) provideshigher FY 2004 budget authority, at nearly $94
million. The AMSIlevelsinclude annual appropriations for marketing services and
for paymentsto statesand territories, aswell asfundstransferred from the permanent
Section 32 account, which fundsgovernment purchases of surplusfarm commodities
that are not supported by ongoing farm price support programs. Not included in the
AMS levels are approximately $195 million in various user fees that also fund
numerous agency activities.

ThePresident’ sFY 2004 request for AM S contained no new initiatives or shifts
in current program emphases. However, the House-passed bill includes a general
provision prohibiting the use of FY 2004 funds to implement country-of-origin
labeling (COOL) for meat or meat products. The 2002 farm bill (P.L. 107-171)
contains arequirement that many retailers provide, starting on September 30, 2004,
COOL for fresh fruitsand vegetabl es, red mesats, seafood, and peanuts. Theprogram
is voluntary until then. A House floor amendment to strike this provision was
defeated, 208-193. The Senate committee version does not include such a
prohibition on COOL implementation. If, as expected, the full Senate concurswith
its committee, House-Senate conferees likely will have to resolve the issue. (For
background, see CRS Report 97-508 ENR, Country-of-Origin Labeling for Foods.)

The Senate committee report encourages USDA to use all existing Section 32
authorities to continue the $6 million Fruit and Vegetable Pilot Program (providing
freefresh fruits and vegetabl es to students in 25 schools), authorized under Section
4305 of the 2002 farm bill (P.L. 107-171). On a separate but related matter, the
report also notes that Section 10603 of the farm bill requires USDA to purchase at
least $200 million annually of fruits, vegetables, and other specialty crops, and
reminds the Department that farm bill report language expected that the purchases
were to be in addition to any existing purchases. So far, USDA has interpreted the
farmbill |anguage by counting exi sting purchasestoward the $200 million minimum.
In another area, the Senate report notes that it was including, in the committee's
recommended increasefor AMS, an additional $477,000 (for atotal of $1.5 million)
for the National Organic Program, which, the report stated, should be used to hirean
executive director for the National Organic Standards Board, create a peer review
panel to oversee USDA'’s accreditation process for organic certifiers, and pay
expenses for volunteer technical advisers to the program.
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Grain Inspection, Packers, and Stockyards Administration. GIPSA
establishes the official U.S. standards, inspection and grading for grain and other
commodities, and ensures fair-trading practices, including in livestock and meat
products. GIPSA has been working to improve its understanding and oversight of
livestock markets, where increasing concentration and other changes in business
relationships have raised concerns among some producers about the impacts of
competition on farm prices. As approved by the House, H.R. 2673 provides an
FY 2004 appropriation of $39.7 million for GIPSA salaries and expenses, the same
level asin FY 2003 and $2 million below the Administration request. However, the
Senate committee bill would cut the GIPSA appropriation to $35.6 million in
FY 2004, approximately $4 million below FY2003 and $6 million below the
Administration request.

In addition to the annual appropriation, another $42.5 million is expected to be
collected through existing APHIS user fees. Neither the House-passed nor Senate
committee bill assumes adoption of the Administration’ s proposal for new user fees
in FY 2004 to replace $28.8 million in appropriations. Approximately $5 million of
the proposed new fees would have come from charges for the costs of developing,
reviewing, and maintaining official U.S. grain standards; the other $24 millionwould
have come from new license fees imposed on packers, live poultry dealers, poultry
processors, stockyard owners, market agencies, deders and swine contractors
covered by the Packers and Stockyards Act (PSA).

Report language accompanying the House committee bill (H.Rept. 108-193)
notesthat no resourcesare provided for packer audits. The Administration requested
$1 million in FY 2004 GIPSA funds to implement anew pilot program to audit the
four largest beef packers, intended for “better financial protection to the regulated
industries through heightened financial scrutiny of the Top Four.” Also, $500,000
was proposed to conduct acomprehensive, industry-wide review of the PSA and its
regulations. TheAct hasnot undergone acomprehensivereview sinceits enactment
in 1921 despite “dramatic structural changes’ in the industry since then, USDA
observed. After receiving industry participant input, “ GIPSA will clarify its views
on competition in the industries it regulates. These activities may result in future
increases in the number and complexity of investigations conducted by GIPSA and
the moniesrecovered or returned to theregulated industries,” the Department added
inits proposal.

TheHouse AppropriationsCommitteestatedinits report (H.Rept.108-193) that
it “continuesto be concerned about the economic impacts of packer control, feeding,
or ownership [of livestock] on local communities.” Observing that it had provided
FY 2003 funding “for a comprehensive, objective study of the issues surrounding a
ban on packer ownership,” the committee states that it expects the Department to
provide regular updates on its progress.

The Administration’s budget summary also noted that some of the new funds
proposed for the Secretary’s office for “crosscutting” trade and biotechnology
activitiesmay be provided to GIPSA for its expanded biotechnology activities. The
House committee earmarks $600,000 to GIPSA for these purposes.
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USDA'’s rura development mission is to enhance rural communities by
targeting financial and technical resourcesin areas of greatest need. Three agencies
established by the Agricultura Reorganization Act of 1994 (P.L.103-354) are
responsible for this mission area: the Rural Housing Service (RHS), the Rural
Business-Cooperative Service (RBS), and the Rural Utilities Service (RUS). An
Office of Community Development provides community development support
through Rural Development’s field offices. The mission area also administers the
rural portion of the Empowerment Zones and Enterprise Communities Initiative, the
Rura Economic Partnership Zones, and the National Rural Devel opment Partnership.

The Senate committee-reported agriculture appropriations bill (S. 1427)
recommends a total FY2004 appropriation of $2.588 hillion for USDA rura
development programs, which in part supports a $10.822 billion loan authorization
level for rura economic and community development programs. The Senate-
reported measure recommends about $60 million more in budget authority and $1.1
billion moreinloan authorization level than recommended by the House-passed bill
(H.R. 2673). Thetwo billsare above the Administration’srequested appropriation
of $2.293 billion to support $7.895 billion in rural development loans. The FY 2003
enacted appropriation was $2.777 billion which is expected to subsidize $10.331
billion in loans.

Mandatory Offsets and General Provisions. In general provisions, both
the Senate-reported and House-passed billssupport the budget request by prohibiting
the expenditure of any funds to carry out provisions of severa mandatory rural
development programs authorized by the 2002 farm bill (P.L.107-171). All of these
programsarefunded through the borrowing authority of USDA’s Commaodity Credit
Corporation, and do not require an annual appropriation. However, provisonsinthe
appropriationsbillsprohibit the expenditure of appropriated fundsfor thesalariesand
expenses associ ated with these programs, which effectively blocks funding for these
programs. In total, the House bill prohibits $191 million in mandatory rural
devel opment spending, whilethe Senatebill recommends$231 millioninreductions.

Both bills prohibit funds for: The Rural Strategic Investment Program (CBO-
estimated savings of $100 million); the Rural Firefighters and Emergency Personnel
Program ($10 million); Enhancement of Rura Access to Broadband Services ($20
million); and the Renewable Energy Systems and Energy Efficiency Improvements
Program ($23 million). Althoughthe House-passed bill al so recommendsprohibiting
mandatory funding for the Vaue-Added Agricultural Product Market Development
Grantsprogram ($40 million), the Senatebill did not oppose mandatory fundsfor this
program. The Senate-reported bill further recommends that no funds be spent to
carry out provisions of the Rural Business Investment Program ($80 million). The
House bill does not contain this provision.

A floor amendment to the House bill provided an additional $20 million to the
Renewable Energy Systemsand Energy Efficiency Improvements Program, bringing
budget authority to the level authorized in the 2002 farm bill, but doing so through
discretionary appropriation. The Senate hill also recommends $23 million in
discretionary fundsfor the program, and urgesthe Secretary to establish an integrated
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program “from farm gate to fuel pump” to take advantage of the renewable and
sustainable energy industry.

Separately, in other general provisions, the Senate bill provides $3 million for
theNorthern Great PlainsRegional Authority. TheAuthority wascreated inthe 2002
farm bill and authorized at $30 million each fiscal year, FY 2002-FY 2007. Thisisthe
first year that funding has been recommended for the program. The Senate bill also
provides $2 million to the Denali Commission for improving solid waste disposal
sites that currently threaten rural drinking water suppliesin Alaska.

Rural Community Advancement Program (RCAP). The RCAP,
authorized by the 1996 farm bill (P.L.104-127), consolidates funding for 13 rural
development loan and grant programs into three accounts: Community Facilities,
Rural Utilities, and Business and Cooperative Services. RCAP was designed to
providegreater flexibility in targeting financial assistanceto local needsand permits
a portion of the various accounts funds to be shifted from one funding stream to
another. S. 1427, asreported, recommends $769.5 millionin budget authority for the
three RCAP accounts, $291.6 million more than requested and approximately $63
million more than the House bill.

Within the various streams of RCAP funding, S.1427 recommends funding of
nearly $80 million for the Community Facilities account. Thisis nearly threetimes
the amount recommended by the Housebill, and approximately $16 million lessthan
enacted for FY2003. Within the Community Facilities account, the Senate hill
recommends $30 millionfor High Energy Cost Grantsand $25 million for Economic
Impact Initiative Grants, for which the House bill made no recommendations. Both
measures direct that $6 million of the funding for rural community programs be
designated for aRural Community Devel opment Initiativetargetinglow-incomerural
areasand Native American Tribes. The Senate Appropriations Committeeal so notes
that demand for the Community Facilities Program far exceeds available funding.
Moreover, the program has, for the first time since itsinception in 1974, a negative
subsidy rate for FY 2004. In report language, the Senate committee encourages the
Department to consider establishing aprogram level of $500,000,000 to meet these
demands.

For the Rural Utilities account, the Senate bill recommends $610.6 million,
approximately $5 million more than the House bill and $226 million more than
requested. The account supports water and waste-water loans and grants and solid
waste grants and is, by far, the largest of the three RCAP accounts. As with the
House-passed bill, Senate bill language further earmarks RCAP water/waste-water
funding for Native American Tribes, providing $24 million, $11 million more than
provided by the House bill. Both Senate and House Committee bills a'so similarly
earmark $25 million for water/waste-water systems for the colonias along the U.S.-
Mexico border. The Senatebill, unlike the House bill, al so earmarks $30 millionin
water/waste-water funding for rural communities and Native villages in Alaska.

Finaly, S. 1427 recommends $79 million for the Rural Business Services
account, $5 million more than the House recommendation and $3 million more than
the budget request. 1n both bills, recommended subsidiesfor Business and Industry
Guaranteed Loansare $27 million. The Senate measure recommends $4 million and
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$1 million moreto Rural Business Enterprise Grantsand Rural Business Opportunity
Grants respectively than the House Committee-reported bill.

Rural Housing Service. FortheRHS, S. 1427 recommendsa$1.506 billion
appropriation, which in part supports a total rural housing loan authorization of
$4.353 hillion. The Senate-reported appropriation is $18 million lessin total budget
authority than recommended by the House measure and about $40 million less than
requested. This reduced budget authority, however, supports a loan authorization
level of $198.5 million more than enacted in FY2003. The Senate recommends a
loan authorization level of $4.084 billion for Section 502 single family guaranteed
loans, the largest account of the Rural Housing Insurance Fund portfolio. The loan
authorization level for this account is dightly less than requested and is
approximately $201 million more than enacted for FY 2003.

The Senate bill recommends $231.7 million in housing loan subsidies with
Section 502 single family loans also accounting for most of the direct subsidies
($165.9 million). Thisis $18.9 million morein total subsidies than requested, and
only dlightly less than the House recommendation. The Senate committee-reported
bill recommends $49.5 million for Section 515 rental housing subsidies, amost the
same as recommended by the House hill.

For the Rural Rental Assistance program, the Senate-reported bill recommends
$721.3 million, about $10 million less than recommended by the House-passed bill.
The Senate Committee’ srecommendationsfor therural housing assistancegrantsand
thefarm labor account are $46 million and $33 million, respectively. The Househill
recommends $3 million more than the Senate for the farm labor program and $4
million more for the rural housing assistance grants. Both Senate and House
measures recommend approximately $34 million for the mutual and self-help grants.

Rural Utilities Service. Asreported by the Senate, S. 1427 recommends a
total appropriation of $100.4 million in budget authority for rural utility programs,
which supports, in part, aloan authorization level of $6.414 hillion. Thisis $16.7
million more in budget authority than recommended by the House bill and $2.893
billion more in loan authorization than requested. Budget authority for the Rural
Electrification and Telecommunications Loan account would decrease by about $4
million from FY 2003, but would still provide slightly more the $43 million morein
loan level authorization. As with the House bill and as requested by the
Administration, S. 1427 would effectively terminate el ectric and telecommunication
loan subsidies, down from $12.4 million in FY 2003.

For the Rural Telephone Bank (RTB), the Senate bill provides $173.5 million
in loan authorization, the same as enacted for FY 2003, but no loan subsidies. The
House bill provides neither |oan authorization nor direct loan subsidiesfor RTB, the
same as requested by the Administration. In furtherance of the privatization of the
RTB, the Senate hill, as with the House bill, also includes the same provision from
FY 2003 limiting the retirement of Class A stock.

In other RUS programs, the Senate-reported bill recommends a loan
authorization level of $300 million for the Distance Learning and Telemedicine
program, $250 million more than requested and the same as recommended by the
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House hill. The Senate measure also recommends a loan authorization level of
nearly $336 million for rural broadband telecommunications, the same as
recommended by the House and requested by the Administration. The Senate hill
also recommends $40 million in grants for this program, $15 million more than the
House recommendation. The Senate Committee recommends $9.1 million for
broadband direct 0an subsidies, the same as the House measure, and $10 million for
grants, $2 million more than the House bill and $8 million more than requested. No
funding was provided for broadband direct |oan subsidiesin FY 2003.

By transfer, the Senate bill recommends $30 million for the High Energy Costs
Grants program. The House measure recommends no funding for the program and
none was requested by the Administration.

Rural Business-Cooperative Service. S. 1427, asreported, recommends
an appropriation of $70.7 million for the RBS accounts to support rural business
development and expansion. Thisisclosetothe samelevel asrecommended by H.R.
2673, and $31.7 million more than requested. Recommended loan authorization
levelsfor the Rural Development Loan Fund are the same as the House measure and
the same asrequested. Recommended |oan subsidies for the program are also the
same as the House-passed bill and the same as requested by the Administration
($27.3 million), down slightly from FY 2003. The Senate bill also recommends $15.
million in loan authorization for the Rural Economic Development Loan account,
approximately $1 million less than the House measure and the same as requested.
Loan subsidies for the program are the same as requested by the Administration.

Within the RBS appropriation, the Senate bill recommends an appropriation of
$14.4 millionfor the Empowerment Zone/Enterprise Community Initiative (EZ/EC),
approximately $3 million less than the House measure and the same as enacted in
FY 2003. The Administration madeno funding request for theprogram. Severa loan
and grant programs administered by RBS, however, earmark funds for the EZ/EC
program. Funding for Rural Cooperative Development Grants in the Senate-
reported bill is $8.9 million, $4 million less than in the House-passed bill and the
same as requested. As noted above, both bills provide $23 million in discretionary
funding for the Renewable Energy Systems and Energy Efficiency Improvements
Program while prohibiting $23 million in mandatory funding for the program.

For more information on USDA rural development programs, see the CRS
Electronic Briefing Book, Agriculture Policy, page on “Rural Development,” at
[ http://www.congress.gov/brbk/html/ebagr22.html].

Food and Nutrition Programs

The Administration hasrequested atotal appropriation of $44.245 billionfor
USDA food and nutrition programs in FY 2004. These programs include the food
stamp program, child nutrition programs(e.g., school lunch, breakfast, summer food,
child care, special milk, etc.), thespecial supplemental nutrition program for women,
infants and children (WIC), and various commodity donation programs for low
incomepersons. TheHouse-passed version of the FY 2004 agriculture appropriations
bill (H.R. 2673) recommends a total of $44.06 billion, which is $2.2 billion more
than the FY 2003 level, but $185 million less than the Administration’s FY 2004
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request. The Senate- reported bill (S. 1427) proposestotal funding of $44.09 billion
for the nutrition programs, slightly more than the House hill, with the difference
attributable to higher proposed funding for the WIC program.

The food stamp program, the largest of the federal nutrition programs, is
expected to serve an average of 20.7 million personsin FY2003. For FY 2004, the
Administration requestsatotal of $27.7 billion for food stamp and related programs,
most of which ($24.2 billion) is for food stamp program expenses. Thisfunding is
expected to provide food stamp program benefits to an average of 21.6 million
persons in FY2004. The House and Senate bills would provide the same total
amount for these programs and activitiesasthe Administration request. Each of the
proposalsrecommends $24.2 billion for food stamp expenses, which includethe cost
of food benefits and administration, and the Food Distribution Program on Indian
Reservations (FDPIR), an alternative to food stamps for those living on or near
Indian Reservations. Each of the proposals also recommends $1.403 billion for
Nutrition Assistance for Puerto Rico and Samoa, areserve fund of $2 billion, and
$140 million (the same as in FY 2003) to buy commodities for distribution to the
needy under the emergency food assistance program (EFAP).

Child Nutrition programs would receive a total budget authority of $11.4
billion (not counting commodity donations of $400 million) under the
Administration’s FY 2004 budget and the House-passed and Senate-reported hills,
although both bills would transfer $100 million more than the Administration from
the Section 32 account in order to accomplish thistotal. Child nutrition funding is
used to assist with the costs of meal service programsin schools, child and adult care,
and summer and after-school programs, milk programs, and related nutrition and
administrative support. Thelargest program, the school lunch program, is expected
to serve subsidized mealsto some 28.7 million children in FY2003. For FY 2004 it
would receive an estimated $6.7 billion and serve 29.1 million children, according
to USDA estimates. No major program changes are outlined in any of the budget
proposals, athough new funding is requested to tighten free and reduced price meal
eligibility determinations, and proposal sfor changesto theauthorizinglegidationare
expected during the 108™ Congress. ®

TheAdministration’ sFY 2004 proposal for theWIC program, which provides
monthly food packagesto | ow-income pregnant and postpartum mothersand children
under age 5, totals $4.77 billion, $73.2 million more than the FY 2003 amount. The
Administration request reflects a$25 million contingency fund, rather than the $125
million reserve approved for FY2003. H.R. 2673, as passed by the House, proposes
to fund WIC at atotal of $4.588 billionin FY2004. Thisis$9.3 millionlessthanthe
funding availablefor FY 2003 and $181,000 | essthan the Admini stration request, and
it includes a contingency reserve fund of $150 million. The Senate Committee
proposa would fund WIC at $4.64 billion in FY 2004, slightly more than the House,
and dlightly less than the Administration. The Senate Committee report (S.Rept.

® Several child nutrition programs and WIC are due to expire at the end of FY2004;
legislation reauthorizing these programs and revising some of the permanently authorized
programs (e.g., the school lunch, school breakfast, child and adult care food, special milk)
is expected in the 108" Congress.
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108-107) justifiesthislevel of funding by asserting that updated budget estimatesin
February showed lower than originally projected WIC participation ratesin FY 2003,
and a dight decrease in the food package costs. According to the Administration,
there will be $125 million in unexpended reserve funds from FY 2003 that can be
used in FY 2004, which may explain why it proposed to reduce the contingency
reserve to $25 million. The level requested by the President is projected by the
Administration to serveamonthly average of about 7.8 million women and children
in FY 2004. The Senate contendsthat it’sfunding level will be adequate to maintain
the 7.8 million monthly average. The Administration also proposes to remove the
use of WIC funds for the Farmers Market Nutrition Program (FMNP), which
provides coupons to WIC participants to buy fresh foods at farmers markets by
including funding for this program under the Commaodity A ssistance Program (CAP;
see below). The House proposal concurs with this change, but the Senate does not.
The Senate bill would keep funding of $25 million for the FMNP as part of the WIC
appropriation. It aso would provide that $5 million of WIC funds be used to fight
childhood obesity.

The Commodity Assistance Program (CAP) isa category of funding created
by appropriatorsto combinefunding for a variety of commodity donation programs
authorized by several agriculture laws. Both the Administration and House
committee bill proposeto fund CAP at atotal of $166.1 million in FY 2004 — $2.6
million more than the FY 2003 level. Thiswould include an estimated $95 million
for the commodity supplemental food program (CSFP), which provides monthly
food packages to some 488,000 low income mothers, children age 5 and under, and
elderly persons in projects located in 28 states, two Indian reservations, and the
Digtrict of Columbia. It also includes $20 million for the FMNP, formerly funded
under the WIC account, and $50 million in administrative funds for the emergency
food assistance program, the sameasin FY 2003. No funding would be provided for
the Senior Farmers Market Program under the CAP category; it would be funded
with CCC funds, asdirected by the 2002 farm bill (P.L. 107-171). Funding of $1.07
million is proposed to be included under the CAP account for food donations for
disasters and the nuclear affected islands. This currently is funded under the Food
Donations Program. TheHouse proposal concurswith all of the Administration CAP
proposals, except for transfer of food donations, which would continue to be funded
separately at $1.07 millionin FY2004. Asreported, S. 1427 proposesto fund CAP
at atotal of $145.7 million, rejecting both the Administration and House proposals
that would have added to CAP funding with FMNP funds normally provided as part
of WIC.

Food and Drug Administration (FDA)

The Food and Drug Administration (FDA), an agency of the Department of
Health and Human Services (DHHYS), is responsible for regulating the safety of
foods, drugs, biologics (e.g., vaccines), and medical devices. The agency isfunded
by a combination of congressional appropriations and various user fee revenues,
assessed primarily for the pre-market review of drug and medical deviceapplications.
The total amount of user fees to be collected each year is set in FDA’s annual
appropriations act. For FY 2004 the House-passed agriculture appropriations bill
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(H.R. 2673) gives FDA an appropriation of $1.395 hillion, an increase of $14.1
million over the $1.381 billion appropriated for FY 2003, but $10.9 million lessthan
the Administration request of $1.406 billion. The Senate-reported version of the
measure (S. 1427) provides an appropriation of $1.392 billion, $3 million less than
theHouse. Theappropriationscover two accounts: salariesand expenses (over 99%
of the total) as well as buildings and facilities.

User Fees

In addition to the appropriations, both the House and Senate bills allow for
$302.2 million in total FY 2004 user fees as requested by the Administration, which
is 12% higher than the $270.5 million in user fees set for FY 2003. Total user fee
revenues, which have risen steadily over the past 10 years, account for nearly 18%
of FDA'’stotal budget.

The Prescription Drug User Fee Act (PDUFA), reauthorized as part of the
2002 Public Health Security and Bioterrorism Preparedness and Response Act (P.L.
107-188), dlows FDA to collect user fees for the review of drug and biologic
applications. The President’s FY 2004 budget, and the House and Senate bills set
these feesat $249.8 million, an increase of $26.9 million over the $222.9 million for
FY2003. In addition, the new Medical Device User Fee and Modernization Act
(MDUFMA) of 2002 (P.L. 107-250) authorizes the agency to charge user fees for
medical device applicationsaswell. The President’s FY 2004 request and both bills
recommend $29.2 million in medical device user fee assessments, an increase over
the $25.1 million for FY 2003. User fee revenues a'so come from mammaography
clinics and export certificates; both the House and the Senate committee
recommendation set their total at $23.2 million.

The FY 2004 budget request aso calls for $5 million in proposed new user
feesfor animal drugs, but the House bill refusesto accept thisamount, noting that the
user fees are not currently authorized by law. Moreover, the House committee said
it does not recommend establishing fees in appropriations acts, but would consider
such fees should they receive authorization. Legislation (H.R. 1260) authorizing
animal drug user feeswasintroduced on March 13, 2003. The Senate bill and report
aresilent on thisissue.

Counterterrorism

Both the House-passed and Senate-reported appropriations bills consolidate
most of FDA’ sFY 2004 counterterrorism activities under the category of food safety
as part of the overall DHHS strategy to protect the nation’s food supply. A $20.5
million increase, the same asthe request, isprovided for counterterrorism activities,
including $5 million for grants to states, $5 million for laboratory protection, and
another $10.5 million to support FDA’s new food facility registration system. The
facility registration requirement, mandated by the Bioterrorism Act of 2002, requires
al food facilities, both domestic and foreign, to register with the FDA before
December 12, 2003.
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Food

Both committee reports continue to support research at the New Mexico
University Laboratory to develop rapid test methods for microbiological pathogens
found in fruits and vegetables and to develop models and data analysis to facilitate
implementation of FDA'’ sruleson food safety, homeland security, bioterrorism, and
other initiatives. In addition, the House committee asked to be kept aware of the
status of several pending food-related issues including: the National Advisory
Committee on Microbiological Criteria for Food's advice on how to set *use-by”
dates for refrigerated ready-to-eat foods to help reduce foodborne listeriosis, the
agency’ s new standard of identity for yogurt after the public comment period for its
proposed rulemaking closes; and the status of anindustry petitionto useultra-filtered
milk, casein, or milk protein concentrates in cheese manufacturing. The Senate
committee urges FDA to continue support for the National Center for Food Safety
and Technology in lllinois, and continue food plant inspectionsin Alaska.

Seafood

In report language, the House and Senate appropriators said they expect FDA
to devote no less than $200,000 to continuing work with the Interstate Shellfish
Sanitation Commission (ISSC) and at |east $250,000 to promoting educational and
research activities related to shellfish safety in general and Vibrio vulnificus in
particular. On other seafood safety issues, the House requires FDA to produce a
report by January 1, 2004, describing its current efforts for controlling temperature
requirements for imported seafood, while the Senate committee urges FDA to
promote new cost-effective technologies that control the temperature. The House
report asked for a report on the sampling frequency and violation rates for
chloramphenicol contamination in farm-raised imported shrimp, while the Senate
committee encourages FDA to increase the frequency of inspections. The Senate
committee also urges FDA to consider Hawaii’ s special fishing history in approving
itsHACCP plans, monitor the safety of the use of additives and dyesin seafood, and
track levels of mercury in frequently consumed seafood.

Drug Issues

Congress continues to acknowledge that the timely FDA approval of generic
drugs plays an important role in addressing the high cost of prescription drugs. For
FY 2004, the House-passed bill makes available $53.8 million for the agency’s
generic drug program, an $8 million increase over the FY 2003 level but $5 million
less than the $13 million increase called for in the budget request. The Senate-
reported bill provides $52.8 million for the same program. Nonetheless, both the
House and Senate committeereports say that thisfunding, coupled with the pay cost
increases for the program, will allow FDA to hire 28 more reviewers and inspectors
to review at least 85 percent of generic drug applications within 6 months of
submission. Separately, on June 19, 2003, the Senate agreed to an amendment onthe
Medicare prescription drug and reform bill (S. 1) that would modify the Hatch-
Waxman Act, and, in so doing, facilitate quicker accessto less costly generic drugs
for consumers; the House Medicare reform bill (H.R. 1) has asimilar provision.
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In other areas related to the cost of pharmaceuticals, the House adopted an
amendment that would block FDA from preventing individuals from importing
cheaper FDA -approved prescription drugsfromforeign suppliers. A separateHouse-
adopted amendment expects FDA to report to the committee onthe benefitsand costs
of running an educational campaign (aimed at physiciansand medical students) about
the efficacy and cost differential between generic and brand-namedrugs. The Senate
was silent on both of these issues. Congress is currently considering other
legiglation, including provisionsin the Medicare reform bills, to address the issue of
prescription drug imports.

TheHouse-passed appropriationshill providesa$700,000increasefor FDA’s
over-the-counter (OTC) drug program, instead of the $1,000,000 increase requested
in the President’s budget. Noting the important role that OTC drugs play in the
nation’ s healthcare system, the House stipul ated that the additional funds be used to
hire and train five additional FTEs to improve the OTC drug review process and
work towardsfinalizing OT C drug monographs. The Senate-reported appropriations
bill recommendsa$600,000 increasefor the program. For grantsand contractsunder
the Orphan Products Grants Program, the House bill appropriates $13.4 million and
the Senate bill makes available $13.3 million, the same as the FY 2003 level.

Both committee reports acknowledge possible interest in establishing a
monograph system for prescription drug productsthat have been marketed for along
period of time without a premarket approval and without any apparent safety
problems, similar to the present monograph system for OTC drugs. They direct FDA
to prepare areport for the House and Senate Appropriations Committees (and the
Senate Health, Education, Labor, and Pensions Committee, asdirected by the Senate
report) regarding thefeasibility and cost of anew monograph system for prescription
drugs.

Commodity Futures Trading Commission (CFTC)

The Commodity Futures Trading Commission (CFTC) is the independent
regulatory agency charged with oversight of derivatives markets. The CFTC's
functions include oversight of trading on the futures exchanges, registration and
supervision of futuresindustry personnel, prevention of fraud and pricemanipulation,
and investor protection. Although most futures trading is now related to financial
variables(interest rates, currency prices, and stock indexes), Congressional oversight
isvested in the Agricultural Committees because of the market’s historical origins
as an adjunct to agricultural trade. For FY 2004, the House-passed agriculture
appropriations bill (H.R. 2673) concurs with the Administration request for an
appropriation of $88.435 million for the operations of CFTC, an increase of $3
million, or 3.5 %, from the FY 2003 appropriation of $85.426 million. The Senate-
reported version of thebill (S. 1427) provides $90.4 million, or $2 million morethan
the House level and the Administration request.
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Table 3. USDA and Related Agencies Appropriations,
FY2004 House Bill, Senate Bill, and Budget Request vs. FY2003

Enacted
(Budget Authority, in millions of $)
FY 2003 FY 2004 FY2004 | FY 2004
Agency or Major Program Enacted Adm!nl- House- | Senate- | FY2004
(1) stration | Passed |Reported| Enacted
Request Bill Bill

Titlel — Agricultural Programs
Agric. Research Service (ARS)

Regular Appropriation 1,155,5| 1,011.3| 1,049.9 1,091.5 e

Supplemental (P.L. 108-11) 110.0 0 0 0
Coop. State Research Education and
Extension Service (CSREES) 1,117.2| 1,003.4| 1,1085 1,117.8 *hx
Economic Research Service (ERS) 68.7 76.7 714 69.9 *xk
National Agric. Statistics Serv.(NASS) 138.4 136.2 129.8 128.9 *xk
Animal and Plant Health Inspection
Service (APHIS) 692.7 699.9 730.5 710.5 *kx
Agric. Marketing Service (AMS) 91.5 91.8 92.7 94.0 *rE
Grain Inspection , Packers and
Stockyards Admin. (GIPSA) 39.7 41.7 39.7 35.6 *rx
Food Safety & Inspection Serv. (FSIS) 754.8 797.1 785.3 783.8 *kx
Farm Service Agency (FSA) Salaries
and Expenses 970.4| 1,016.8| 1,016.8 088.8 *hx
FSA Farm Loans - Subsidy Level 226.8 210.7 200.2 194.3 *xk
*Farm Loan Authorization 3912.1| 35184| 33856 3,2485 *hx
FSA Farm Loans- Salaries and
Administrative Expenses 285.3 298.1 298.1 291.0 *xk
Risk Management Agency (RMA)
Salaries and Expenses 70.2 78.5 715 714 *kk
Federal Crop Insurance Corp. Fund (2) 2,886.0 3,368.0 3,368.0 3,368.0 *x%*
Commaodity Credit Corp. (CCC) (2) 16,285.0( 17,275.0| 17,275.0| 17,275.0 *kk
Other Agencies and Programs 564.5 665.6 501.8 556.2 *xk
Total, Agricultural Programs

Regular Appropriation 25,346.7| 26,770.8| 26,739.2| 26,776.7 i

Supplemental Appropriations 110.0 —- —- —-
Titlell — Conservation Programs
Conservation Operations 819.6 703.6 850.0 826.6 *xk
Watershed Surveys and Planning 11.1 5.0 111 10.0 *xk
Watershed & Flood Prevention 109.3 40.0 90.0 55.0 *xk
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EY2003 FY 2004 FY2004 | FY 2004
Agency or Major Program Enacted Adm!nl- House- | Senate- | FY 2004
(1) stration Pasged Repqrted Enacted
Request Bill Bill

Watershed Rehabilitation Program 29.8 10.0 40.0 29.8 *xk
Resource Conservation & 50.7 49.9 52.9 51.0| ***
Development
Farm Bill Technical Assistance 0 432.2 0 0 e
Total, Conservation 1,021.3| 1,241.6| 1,044.8 973.2 *kx
Titlel1l — Rural Development
Rural Community Advancement
Program (RCAP) 901.8 477.9 701.0 769.5 *kx
Salaries and Expenses 144.8 147.5 146.5 140.9 *kk
Rural Housing Service (RHS) 15674 1546.1| 1,523.9 1,505.7 *kk
* RHS Loan Authority 4,154.3| 4,319.0( 4,364.7| 4,352.8 *kx
Rural Business-Cooperative Service 50.3 39.0 71.6 70.7 *xk
* RBCS Loan Authority 54.6 55.0 56.1 55.0 *kx
Rural Utilities Service (RUS) 112.0 81.3 83.6 100.4 *kk
* RUS Loan Authority 6,035.1| 3,521.0 5,291.0( 64145 *kx
Total, Rural Development 2,777.0( 22926| 25272 25878 *rx
* Rural Development, Total Loan *xk
Authority 10,244.1| 7,895.01 9,711.8( 10,822.3
TitlelV — Domestic Food Programs
Child Nutrition Programs 10,580.1| 11,4184 11,4184| 11,4184 *kx
WIC Program 4,696.0| 4,769.2( 45883| 4,639.2 *kk
Food Stamp Program 26,313.7 27,746.0| 27,746.0| 27,746.0 *ok*
Commodity Assistance Program 163.4 166.1 166.1 145.7 *xk
Food Donation Programs 11 0 0 0 *xk
Nutrition Programs Administration 135.7 144.8 140.5 138.3 *xk
Total, Food Programs 41,890.6| 44,245.4| 44,060.0| 44,088.3 *xk
TitleV — Foreign Assistance
Foreign Agric. Service (FAS) 129.1 140.8 133.9 131.6 *xk
Public Law (P.L.) 480

Regular Appropriation 13347 1,3209| 1,3279 1,326.0 *xk

Supplemental (P.L. 108-11) 369.0 0 0 0
McGovern-Dole International Food for
Education Program 0 50.0 56.9 25.0
CCC Export Loan Salaries 40 4.3 43 4.15 *xk
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FY 2003 FY2004 | FY2004 | FY 2004

Agency or Maior Proaram Enacted Admini- | House- | Senate- | FY 2004

gency J g (1) stration | Passed |Reported| Enacted

Request Bill Bill
Total, Foreign Assistance
Regular Appropriation 1,467.8| 1516.0f 1,523.0 1,486.8 FrE
Supplemental 369.0 0 0

TitleVI — FDA & Related Agencies
Food and Drug Administration 1,381.1| 1,406.1 1,395.2 1,392.2 *ok
Commodity Futures Trading
Commission (CFTC) 85.4 88.4 88.4 90.4 *xk
Total, FDA & CFTC 1,466.5( 1,494.6| 1,483.7 1,482.6 *rx
TitleVII — General Provisions (3 273.7 0 8.5 8.5 *kk
Total, before adjustments:
Regular Appropriations 74,2453 77561.1( 77,386.3| 77,403.9 e
Supplemental Appropriations 479.0 0 0 0

Grand Total 74,724.3| 77,561.1| 77,386.3 77,403.9 *rx
CBO Scorekeeping Adjustments (4) -141.2 68.0 106.0 89.0 *xk
Grand Total, Including CBO
Scor ekeeping Adjustments and 74,582.0( 77,629.1| 77,492.3| 77,492.9 *xk
Emergency Spending
Addendum:
Division N, Titlell (P.L. 108-7)
Disaster Assistance Provisions (s 3,084.0 0 0 0 *xk

Sour ce: Based on spreadsheets provided by the House and Senate Appropriations Committees

Anitemwith asingle asterisk (*) representsthe total amount of direct and guaranteed loans that can
be made given the requested or appropriated loan subsidy level. Only the subsidy level isincludedin
the total appropriation.

*** = Action Pending

(1) FY2003 enacted levels include amounts appropriated for USDA and related agencies in the
Consolidated AppropriationsAct, 2003 (P.L. 108-7) adjusted for the 0.65% across-the-board rescission
inall discretionary programs (with the exception of theWIC programwhich wasspecifically exempted
from the rescission), and the $479 million in supplemental FY 2003 agriculture appropriations
provided by the Wartime Supplemental Appropriations Act, 2003.

(2) Under current law, the Commodity Credit Corporation and the Federal Crop Insurance Fund each
receiveannually anindefiniteappropriation (* such sums, asmay benecessary”). Theamountsshown
for both FY 2003 and FY 2004 are USDA estimates of the necessary appropriations.

(3) Among the enacted FY 2003 “general provisions’ are $284.4 million in emergency foreign food
assistance through P.L. 480 Title Il (in addition to what was provided in the regular annual
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appropriation to P.L. 480 in Title V); $21.9 million for the Child and Adult Care Feeding program,;
$2.98 million for Hunger Fellowships; and $496,000 for the National Sheep Industry Improvement
Center. The House version of the FY 2004 bill contains $5 million for the Tree Assistance Program,
$3millionfor Hunger Fellowships, and $499,000for the National Sheep Industry Improvement Center.
The Senate version has $3 million for Hunger Fellowships, $3 million for the Northern Great Plains
Regional Authority, $2 million for the Denali Commission, and $499,000 for the National Sheep
Industry Improvement Center

(4) Scorekeeping adjustmentsreflect the savingsor cost of provisionsthat affect mandatory programs,
plus the permanent annual appropriation made to USDA’s Section 32 program.

(5) P.L. 108-7 includes $3.1 billioninfarm disaster assistancefor 2000 and 2001 crop livestock | osses.
The cost of this assistance in the final law was offset by a limitation placed on mandatory spending
for the Conservation Security Program over a ten-year period (FY2004-2013). This additiona
spending does not appear in the grand total listed above.



