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M E M O R A N D U M 

 

 

May 10, 2013 

 

 

To: OFW Clients 

 

Re: Senate Agriculture Appropriations Subcommittee Hearing – Secretary of Agriculture Tom 

Vilsack, the Office of Inspector General and their FY 2014 USDA Budget Requests 

 

 

The Subcommittee on Agriculture, Rural Development, Food and Drug Administration, 

and Related Agencies (the Subcommittee) of the Senate Appropriations Committee, held a 

hearing with Secretary of Agriculture Tom Vilsack on May 9, 2013 to review the Fiscal Year 

(FY) 2014 budget request of the U.S. Department of Agriculture (USDA).
1
  A second panel 

included representatives from the Office of Inspector General (OIG).  

 

Following is a brief summary of statements made at the hearing, and a digest of questions 

raised during this hearing arranged on a topical basis for your convenience.  Secretary Vilsack’s 

and Inspector General Fong’s prepared opening statements were included for the record, and are 

attached with this memorandum.    The discussion below is broken into the two panels as they 

appeared before the Subcommittee. 

 

 

 

 

                                                 
1 See our memo of April 17, 2013 for the similar House Agriculture Appropriations Subcommittee Hearing – Secretary of 

Agriculture Tom Vilsack and the FY 2014 Budget Request. 
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Senators Attending the Hearing: 

 

Majority Minority 

Mark Pryor (D-AR), Chairman Roy Blunt (R-MO), Ranking Member 

Tim Johnson (D-SD) Thad Cochran (R-MS) 

Jon Tester (D-MT) Jerry Moran (R-KS) 

Tom Udall (D-NM) John Hoeven (R-ND) 

Jeff Merkley (D-OR)  

 

Panel 1: 

 

Witnesses at this hearing included: 

 The Honorable Thomas Vilsack, Secretary, USDA; and 

 Mr. Michael Young, Budget Officer, USDA. 

 

The hearing served as a general overview of USDA’s budget request, focusing on various 

choices made by USDA given the need to have lower spending levels than those in place in 

recent years.  Issues raised most frequently included changes in rural development programs, the 

adequacy of crop insurance going forward and the need for reinstating livestock disaster 

assistance, the importance of agricultural research, when USDA may make an announcement 

regarding the permanent elimination of weekly maximum limits on grains and meat/meat 

alternates served as part of the National School Lunch Program (NSLP), and disagreement with 

the Administration’s proposal to move PL 480 Food for Peace Funding from USDA to the 

United States Agency for International Development (USAID). 

 

Opening Statements - 

 

Chairman Pryor – 

 Chairman Pryor opened the hearing speaking about the importance of America’s farmers 

feeing people around the world.  He noted that when USDA was established in 1862, more than 

half of Americans lived on farms.  Today that number is only 2%.  The world-wide demand for 

food is expected to double by 2050, and farmers will have to do even more with fewer farmers in 

the years to come.  He suggested that net farm income in 2013 is expected to be the highest since 

1973. He said that agriculture is the number one industry in Arkansas, which produces 50% of all 

rice grown in the United States, and is the second leading state for poultry and egg production.  

He provided a quick overview of the USDA FY 2014 budget request, including the observation 

that it is less than the amount provided in FY 2013.  There are some increases in certain rural 

development programs and in the Special Supplemental Nutrition Program for Women, Infants,  
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and Children (WIC).  But there is a proposed reduction for water and sewer grants, and the PL 

480 program is “dismantled”.  He concluded by saying that the cuts made by sequestration were 

“imprecise” and that there is a need to be smarter in the future. 

 

Ranking Member Blunt – 

 Ranking Member Blunt also identified agriculture as the number one industry for his 

home state of Missouri.  He spoke about the challenges being faced in agriculture including last 

year’s drought that affected 80% of the nation and all counties in Missouri.  He said the drought 

was hard on the livestock industry, particularly due to the expiration of the livestock disaster 

assistance program in 2011.  Many herds have been liquidated.   He hoped to get the Secretary’s 

support for legislation he has introduced to reinstate this program.   While he agreed that the 

USDA budget appears to be lower than 2013, it is largely due to the proposed moving of PL 480 

from USDA to USAID.  He said that the Food for Peace program has been the cornerstone of US 

international food assistance, and is the most popular of all foreign assistance programs.  He 

believes the proposed changes are shortsighted.  He concluded with his observation that if the PL 

480 funds are retained in the USDA budget, then the total FY 2014 USDA request would be 

higher than the amount provided in 2013. 

  

Secretary Vilsack – 

 Secretary Vilsack said that developing a budget is difficult in the current environment.  

USDA’s discretionary budget today is $1 billion less than it was in 2009 when he became 

Secretary, and there are 8,000 fewer workers at USDA.   During his brief comments he offered 

highlights regarding credit with a focus on beginning farmers and ranchers, the need for risk 

assistance to producers including livestock, promoting trade and reducing non-science based 

sanitary and phytosanitary standards, modernizing the poultry research facility in Georgia, and 

supporting innovation through greater support for research which has been flat lined for too long.  

He went on to mention efforts to simplify conservation programs, and provide $1 billion in small 

business development support.  He briefly spoke about nutrition assistance, including developing 

dietary guidelines for newborn infants through two years of age.  He said that the USAID food 

aid proposal is intended to help four million more people and get food to them eleven to fourteen 

weeks sooner.  In responding to the points made about the importance of agriculture, Secretary 

Vilsack said that 32,000 farm families are responsible for 50% of all food production.  He is 

concerned about the decline in rural populations, and the need for encouraging young people to 

remain – or move to – rural areas. 
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Questioning – 

 

Catfish Inspection – 

 Senator Cochran called attention to provisions in the last Farm Bill regarding the 

inspection of imported catfish, saying that the law has not been aggressively 

implemented.  Secretary Vilsack said he appreciates the Senator’s frustration.  USDA 

continues to grapple with the definition of “catfish”, finding that there are 39 varieties so 

it is a difficult task to meet the law’s requirements.  Fish continue to be inspected by FDA 

as the matter is resolved. 

 

Country of Origin Labeling (COOL) Rule – 

 Senator Johnson asked about the status of the pending COOL rule.  Secretary Vilsack 

said he expects the rule to be finalized and published by May 23. 

 

Crop Insurance Reductions – 

 Senator Hoeven asked why a $12 billion reduction in crop insurance is being proposed as 

part of the budget, given that crop insurance, in his view, is the number one priority for 

farmers.  Secretary Vilsack responded that given the constrained budget, they needed to 

what Return on Investment (ROI) could be supported.  A 12% ROI is believed to be 

sufficient, compared to the current 14%-15% ROI.  Premium subsidies are currently as 

high as 60%, and USDA believes that some adjustments can be made without hurting the 

availability of crop insurance. 

 

Definition of “Rural” – 

 Senator Johnson expressed concerns about USDA proposals to redefine “rural” as a 

community of 50,000 people or less.  He believes that there are many smaller 

communities who need assistance more than larger communities, and may not be able to 

get it if the pool of eligible communities is increased and with the proposed 40% 

reduction in the water and sewer program.  Secretary Vilsack said that there are eleven 

different definitions of “rural” right now.  Results from the 2010 census now disqualify 

some communities that were eligible prior to the census.  There is a need for a consistent 

definition across programs. If the population of rural communities continues to shrink it 

will be harder to get services into rural areas.  Secretary Vilsack referred to the USDA 

"StrikeForce" initiative, which works with state, local and community officials to 

increase awareness of USDA programs in areas with over 20 percent poverty, including 

efforts underway in South Dakota.  Changing the definition of “rural” does not preclude 

USDA from establishing priorities among which communities should be assisted.  With  
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respect to the funding reduction, the reduction occurs in grant funds, while loan funds 

remain strong.  It was a reduction made necessary by budget limitations. USDA is also 

looking to identify creative partnerships with nonprofits, industries, and banks to increase 

funding resources in rural areas. 

 

Elimination of Grain and Meat/Meat Alternate Maximums in the School Lunch Program – 

 Ranking Member Blunt said that he has been hearing from school food officials about the 

difficulty of complying with the weekly maximum limits imposed on the serving of 

grains and meat/meat alternates in the NSLP.  While USDA has provided a waiver of 

these maximums for the current and coming school year, he asked if USDA is willing to 

make the elimination permanent.  Secretary Vilsack said that USDA has provided the 

requested flexibility, and that he expects the decision about making the elimination 

permanent to be made soon if it has not been made already.  

 Senator Hoeven also spoke about S. 427, the “Sensible School Lunch Act”, which he 

introduced along with Chairman Pryor, to make the elimination of these maximum limits 

permanent.  He noted the bill’s endorsement by the School Nutrition Association.  He 

asked for the Secretary’s support.  The Secretary said that the bill is consistent with what 

USDA is doing, and that they are in agreement. 

 

Federal Communication Commission’s (FCC’s) Universal Service Fund – 

 Senator Moran expressed concerns about the FCC’s universal service fund actions, its 

impact on the availability of broadband in some areas, and the retroactivity of some FCC 

orders.  Secretary Vilsack said that USDA has not seen a serious concern come about as a 

consequence, but said that SUDA has been working with FCC authorities to get waivers 

when needed.  He also spoke about looking for ways to connect the programs to increase 

usage, including speaking with AT&T and Verizon to increase their interest in providing 

service in rural areas. 

 

Food for Peace, PL 480 –  

 Chairman Pryor described the importance of the Food for Peace program, saying that 

President Eisenhower in signing the program said this program would be the basis for 

increasing agricultural exports.  Chairman Pryor said he opposes the move, but is open to 

finding ways to improve the program’s operation.  He displayed a USAID bag used for 

providing milled rice, saying that it was a gift from the United States.  Secretary Vilsack 

said the world is different today than it was when PL 480 came into existence.  We had 

serious surpluses then, whereas today we have export market opportunities.  He said they  
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project the change in the program would save $500 million over ten years, and is needed 

because of current budget limits.  The US flag bags will still be used, with the Secretary 

saying that at least 50% of the food would originate in the United States. 

 

Food Safety and Inspection Service (FSIS) Activity – 

 Ranking Member Blunt thanked Chairman Pryor for working with him to resolve the 

anticipated consequences of sequestration on the ability of FSIS to provide meat 

inspection services.    Senator Moran also joined in the recognition of this effort. 

 

Forest Service Budget – 

 Recognizing that the budget for the Forest Service is not before the Agriculture 

Subcommittee, Senator Tester expressed his concern that the budget for timber sales has 

been cut by 15%.  He sees forests in a crisis, and a need to increase timber harvests for 

good management.  He asked the Secretary how USDA could boost timber supplies even 

with a tough budget.  Secretary Vilsack said that the 15% cut was due to a combination of 

sequestration with the additional across-the-board reduction included in the final FY 

2013 appropriations measure.   He said that the Forest Service had been on track to 

increase timber sales from 2.4 billion board feet to 3.0 billion board feet.  The Forest 

Service is looking at wood energy opportunities. They are trying to link universities 

looking for clean energy with partnerships with wood suppliers.  They are also working 

with utility companies that have an interest in cleaning forests so that the risk of fires to 

their services is reduced.  The Secretary said that less money in the line item does not 

mean less work will be done. 

 Senator Udall expressed thanks for the Secretary’s support in New Mexico last year in 

response to forest fires.  He said they expect another severe drought season, and are 

concerned that, as a consequence, there will be a number of fires this year as well. 

 

Genetically Modified Organism Provisions in Final FY 2013 Bill – 

 Senator Merkley said he disagreed with what became known as the “Monsanto Protection 

Act” provision included in the Final FY 2013 bill.  He said his producers in Oregon are 

concerned about cross contamination from genetically modified crops, and asked for the 

Secretary’s view.   Secretary Vilsack said that USDA did not ask for the provision, and 

they do have some concerns about it.  In fact, he does not believe that the provision gave 

him any more authority than he already had.  USDA’s position has been to support 

coexistence between genetically modified crops and organic production.  They want a 

solid germplasm store, potential assistance for any adversely impacted producers, and 

more research regarding the issue.   
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 Ranking Member Blunt said that the provision was in the House bill, and given that the 

language was effectively having USDA do what it was already doing in 2010 with sugar 

beets, he did not have a reason to believe that the language was a problem.  Secretary 

Vilsack again said that he did not think that the language was necessary, and that it hurt 

the delicate conversation that USDA has been trying to have with opposing camps. 

 Senator Tester expressed his support for public plant breeding projects because farmers 

will otherwise lose control of what they are planting.  He asked if the Advisory 

Committee on Biotechnology and 21st Century Agriculture (AC21) had examined the 

comingling issue.  There are some concerns that, for example, varieties of corn used for 

chips could be mixed with varieties of corn containing amylase which would destroy the 

chips.  Secretary Vilsack said that he was unsure as to whether or not AC21 had spoken 

of comingling.  They would like to identify standards of responsibility with a focus to 

reduce the risk of comingling.   

 

Housing –  

 Ranking Member Blunt asked Secretary Vilsack to explain the $40 million reduction in 

rural housing programs.  Secretary Vilsack said that in part because of the budget 

situation and in part because of credit availability, they are moving from direct loans to 

guaranteed loans.  The guaranteed loan program has a lower cost than the direct loan 

program.  He expects that funds will still provide substantial assistance for people buying 

homes in rural areas. 

 

Livestock Disaster Assistance – 

 Senator Udall said that there has been a 50-60% decline in cattle populations in New 

Mexico due to the drought.  He said that a renewal of the livestock disaster assistance 

program is needed.  He asked if the program is renewed, with retroactive authority to 

provide assistance for losses since 2011, could USDA carry it out.  Secretary Vilsack 

agreed with the need for the program, and supports its restoration.  He said that it helps 

bankers to know that there is a safety net for these producers so that they will remain 

willing to extend credit to the producers.  

 

Modernize and Innovate the Delivery of Agricultural Systems (MIDAS)- 

 Ranking Member Blunt asked Secretary Vilsack to describe what he expects will be 

accomplished with the Farm Service Agency’s (FSA) implementation of MIDAS.  

Secretary Vilsack said that 7,000 of a projected 10,000 servers are already on line, and 

that different data sets are being added into the system.  They expect 80% of the servers 

to be on line by the end of this year, and that the full system will be operational in two  
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years.  The expectation is that all farmers will be able to check their FSA accounts on line 

at their leisure instead of having to submit applications or make other related visits to 

FSA offices. 

 

Research – 

 Chairman Pryor asked Secretary Vilsack to expand upon his beliefs regarding the 

importance of agricultural research programs.   Secretary Vilsack noted a recent visit to 

the dairy research center in Wisconsin where he recalled that cows produced 5,500 

pounds of milk when he was born, but today cows now produce 22,000 pounds of milk as 

a result of research and innovation.  The challenge is to increase food production over the 

next 40 years to match the accomplishments of the past 10,000 years.   USDA’s Capital 

Improvement process followed by the Agricultural Research Service (ARS) is 

specifically designed to help USDA identify priority needs within the context of limited 

budgets. 

 Ranking Member Blunt said he also supports the emphasis on research, and the need for 

research is why the Land Grant College system was created in the first place.  Secretary 

Vilsack repeated his comment about the need for innovation and research over the next 

40 years, given that world food demand is expected to double in this time. 

 

School Food Equipment Grants – 

 Senator Cochran said that he has been told that Mississippi has previously used school 

food equipment grants to replace deep fryers with combination ovens to improve the 

healthfulness of food preparations.  He asked if this experience can be duplicated 

elsewhere.  Secretary Vilsack said that the FY 2014 budget request includes $35 million 

for these grants, as had the FY 2013 request.  However, the 2013 funding had been 

reduced to $10 million in the final bill.  Secretary Vilsack agreed that other school food 

authorities could make similar efforts to improve food quality through access to new food 

equipment. 

 

Vision for Agriculture – 

 Senator Tester said that 40 years ago the then-Secretary of Agriculture told farmers to 

“get big or get out”.  The Senator said he did not believe that comment represented this 

Secretary’s vision, and asked how this budget request enhances agricultural opportunities 

for young people.  Secretary Vilsack said that the budget request includes several items 

that work to identify new opportunities.  He spoke about funding for beginning farmers 

and ranchers, buy local programs, farm to school programs, the increased access to 

Farmers Markets provided to SNAP and WIC recipients, and biobased activities.  He also 

said that there is a need to keep tax paying institutions in rural areas, not tax supported 

entities.  That is why USDA has tried to reassess how it uses rural development funds. 
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Panel 2: 

 

Witnesses at this hearing included: 

 Phyllis Fong, Inspector General; 

 Gil Harden, Assistant Inspector General for Audit; and  

 Karen Ellis, Assistant Inspector General for Investigations. 

 

Opening Statements - 

 

Neither Chairman Pryor nor Ranking Member Blunt offered opening statements, other 

than Chairman Pryor noting that this is the first time that Inspector General Fong has appeared 

before this Subcommittee.  Inspector General Fong offered a very brief statement referencing the 

budget request and the priorities assigned to food safety, the biggest programs like the 

Supplemental Nutrition Assistance Program (SNAP), and information technology security. 

 

Questioning – 

 

Civil Rights at USDA – 

 Chairman Pryor asked about recent New York Times reports that have been critical of 

USDA actions with respect to civil rights.  The reports claim that USDA action may have 

maximized the chances of employees collecting on these claims.  IG Fong said that she 

believed the reports were about the Pigford II claims, involving women and minority 

farmers that were denied USDA assistance.  She said that any allegations of fraud in the 

claims have, by agreement with the Justice Department, turned over to the Federal 

Bureau of Investigation for action.  She also said that OIG is finishing up a 

Congressionally-mandated audit on these claims, and expects to issue a report in the near 

future. 

 

Impact of Personnel Reductions on Agencies –  

 Chairman Pryor asked about the impact of personnel reductions on agencies, and how 

those reductions might contribute to fraud and waste problems.  IG Fong said it is a very 

difficult issue because some of the people lost are those with great program experience.  

Those people that replace them need to develop their understanding of the programs they  
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now administer, so there is a succession planning challenge. It is hard to answer if waste 

and fraud go up because agencies have a good estimate of improper payments, but not of 

fraud. 

 

Improper Payments Elimination and Recovery Act – 

 Ranking Member Blunt asked about OIG findings that USDA does not comply with the 

Improper Payments Elimination and Recovery Act, which is intended to cut waste, fraud 

and abuse due to improper payments by federal government agencies.  IG Fong said that 

the Act’s requirement is to identify issues and to report on them each year.  It is a fairly 

new requirement, and that USDA has made progress in complying.  She did say that there 

are issues at both the departmental and agency level. 

 

National School Lunch Program –  

 Chairman Pryor asked what efforts OIG is making in reviewing operations in the 

National School Lunch Program.  IG Fong said that they are looking at improper 

payments, where the rates tend to be very high.  She also spoke about audits done 

involving Food Service Management Companies (FSMCs) and the proper return of 

rebates and discounts to school food authorities. 

 

SNAP Program – 

 Chairman Pryor asked what work is being done to combat fraud and abuse in the SNAP 

program.  IG Fong said that this is a focus for OIG.  Over the last five to six years they 

have tried to pinpoint areas for fraud, and looking at other actions between retailers and 

recipients.  She said that FNS has been working collaboratively with OIG on the issue. 

 

WIC Program – 

 Ranking Member Blunt raised concerns about trafficking abuses in the WIC program in 

Georgia, and the possibly legal but questionable actions in California regarding stores 

specializing in marketing to WIC and SNAP recipients, and charging the government 

high prices for the WIC food items.  IG Fong responded that they do need to spend more 

time working on the WIC program.  She did say that they have not done work on the 

issue of vendors taking advantage of the program, and would want to see if the California 

practice was unique to California, or if it might be more nationwide. 

 

We hope this information is helpful to you.  If you have any questions or need additional 

information, please contact Roger Szemraj at rszemraj@ofwlaw.com or (202) 789-1212. 

 

mailto:rszemraj@ofwlaw.com

