THE SECRETARY OF AGRICULTURE
WASHINGTON, D.C.
20280-0100

The Honorable John Podesta
Chief of Staff

The White House
Washington, D.C. 20500

Dear John: - o ;

T just warit to let you know that the important Farmland Protection
Program (FPP) called for in the President’s budget submission is gomg :
unfunded in any. of the appropnatmns measures currently bemg

- considered by Congress.

* Specifically, the President requested $65 million for FPP in FY 2001.

So far, no funds have been provided by Agriculture Appropriators. A
Moreover, I understand that the $50 million authorization in the CARA
bill may be in jeopardy (and FPP has not been included in CARA
appropnamcns discussions on the “Lands Legacy Trust” Interior

N Appropnanons) While there is a very small sum ($10 million)
contained in the Risk Management Bill approved earlier this year, this -
amount is inadequate for us to move forward in any substantial fashion.

‘Any assié.tance that you can give in an effort VtQ move forward, on what
you and I both know is an important issue, would be appreciated.

i

Secretary
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" The Honorable John Podesta
* Chief of Staff

The White House
Wastungton D.C. 20500

Dear John

- I'just want to let you know that the important Farmland Protection

. Program (FPP) called for in the President’s budget submission is going
unfunded in any of the appropnatlons measures currently being

" considered by Congress.

Specifically, the President requested $65 million for FPP in FY 2001.
So far, no funds have been provided by Agriculture Appropriators. .
Moreover, I understand that the $50 million authorization in the CARA
bill may be in jeopardy (and FPP has not been included in CARA
appropriations discussions on the “Lands Legacy Trust” Interior
Appropriations). While there is a very small sum ($10 million)
contained in the Risk Management Bill approved earlier this year, this
amount is madequate for us to move forward in any substantial fashion.
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Any assistance that you can give in-an effort to move forward, on what
- you and I both know is an important issue, would be appreciated.

-Secretary
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CHIEF OF STAFF TO THE PRESIDENT
THE WHITE HOUSE .

April 11,2000 /

The Honorable Daniel Glickman
Secretary of Agriculture :
1400 Independence Avenue, S.W. '
Washington, DC 20250

Dear Dan:

_ I wanted to write and congratulate you on your five-year
anniversary as Secretary. I was disappointed that I was riot able to
make it to your celebration. The President is fortunate that you
‘have stayed with him for all of these years. Thank you for your
service.
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The Honorable Daniel Glickman
Secretary of Agriculture |
1400 Independence Avenue, S.W.
Washington, DC 20250

Dear Dan:

, I wanted to write and congratulate you on your five-year
anniversary as Secretary. I was disappointed that I was not able to
make it to your celebration. The President is fortunate that you
have stayed with him for all of these years. Thank you for your
service. - )
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United States Department of Agrlcult.ure

Office of the Secretary
Washington, D.C. 20250

* July 25, 2000

- TO: HURGOOD 1 MARSHALL, JR.

o Assistant to the President and Cabinet Secretary ,
FROM: - DAN GLICKMAN
‘ - Secretary of Agnculture
. RE: PROPOSAL FOR A PRESIDENTIAL MISSION T8 AFRICA ON

HUNGER, FOOD SECURITY, AND AGRICULTURAL TRADE

- Purpose:

First, to provide immediate famine rehef and development assistance for countries suffenng from
hunger and malnutrition (via food aid/surplus commodity stocks and other measures) i in Africa.-
Second, to promote long-term, community-based school nutrition assistance programs and self-
sufficiency, with a particular focus on the international school meals program that the Pre51dent
announced at the (3-8 Summit. Third, to address existing and potential future agriculture and
general trade issues with each of the host governments. And fourth, to highlight the Clinton
~ Administration’s work to assist the African countries combat the HIV/AIDS epidemic. Findings
' from the Mission could also be presented to the United Nations and the Food & Agriculture
. Organization (FA*O) for appropnate addmonal action.

Rationale;

- Hunger and severe malnutrition in Africa have been the subject of a number of recent articles in

- the New York Tiines and Washington Post, as well as by non-governmental organization (NGO)
agency staff and officials from the World Food Program (WFP) and the FAQO. Drought, natural

" disasters, civil strife, AIDS, and inefficient agricultural techniques, coupled with explosive -
populatlon pressures in these countries have resulted in severe food shortages malnutrition, and
starvation in certem reglons of Africa.

" In the United States unprecedented economic growth and soaring levels of wealth and jOb
creation make the time ripe for the U.S. to begin a substantial attack on global hunger and a high
profile U.S. Presidential Mission, led by the Secretary of Agriculture, would be an effective
vehicle to aid these countries by calling attention to the human tragedy and offenng immediate
assistance in the form of food aid and other measures. The WFP has stated, “a wide-spread crisis
can still be averted, with prompt and appropriate action.” The United States, in the spirit of this
'statement, should take action, especially in the current atmosphere which promises substantial
Congressional, NGO, and media interest in the vast and compelling issue of hunger and food
msecunty : ; ,

' An Equal Opporr‘unity}‘imployé
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In addition to short-term aid composed of food donationé; the international school meals pro graim E :

that the President announced at the G8 summit in Okinawa, Japan, could be presented in Africa
in conjunction with USDA, the WFP, and various other NGOs. The pilot project of this -
endeavor, which would combine private sector contributions with donor government support,

- would include a small number of undernourished/food insecure countries that have the capacity
and access to resources necessary to sustam the meals program after its initial development

i We also propose that attention be focused on Iong-term solutions to the problem of food
insecurity, such as technical assistance for farmers, improving infrastructure needs, and
promoting self-sufficiency This could include developing irrigation systems and improving -
existing wells, building agricultural cornmod1ty facﬂmes (mcludmg ports) and providing
techmcal expertise and education. .

With regard to the trade issues component of the trip, the delegat1on will address a wide range of
country specific agriculture and trade issues at each location. Such issues will include rural
development, specifics to the Africa/Caribbean Basin Initiative bill, tariff and other trade barriers
for U.S. exports, self-sufficiency, the World Trade Orgamzatlon (WTO) issues, and contmued

' cooperanon

Last, the deleganon will highlight the U.S. Adm1mstrat10n $ work to assist the Afncan countries .

o -combat the HIV/AIDS epldemlc

Travel Dates

- Saturday, July 29, 2000, through Tuesday, AugustS 2000

Locatlons/ Stops

Lagos and Abuja, Nigena
: Nairobi & the Northern region (Kakuma) Kenya
J ohannesburg/Pretona, South Affica
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Deseripv tion of Deliverables & Announcements for each of the Stops:

1) Lagos and Abuja, Nigeria:
Basic Information:’ ‘
Undernourishment Statistics:
.Potential Immediate Food Aid:

Existing Technical Cooperation:

- Potential Technical Cooperation:

- Existing Scientific Cooperation:

Population growth has declined due primarily to AIDS.
20-25%, with Children 23% underweight & stunted.
School feeding program announcement Africare
monetization agreement.

" Leland, PARTS; REDSO; AELGA; Tuskegee & Louisiana
State University; EAGER/GHALI; Africa Rural

Decentralization; Africa Private Sector Development;
Grade/Standards & Transportatlon FAO Specral Program
on Food Security. , :

JEPC Agreement announcements :

- Institute of International Tropical Agriculture, various

universities proj ects.

2) Nairobi & the NW region gKakuma),'K‘enya'

Basic Information:
Undernourishment Statistics:

Food Aid already piovided:
Potential Immediate Food Aid:

Existing Technical Cooperation;

Potential Technical Cooperation:

Existing Scientific Cooperation:

a Populatlon growth has slowed due to AIDS, btrth eontrol

and starvation.

-41%, with Children 23% underwelght & 34% stunted.

1999: 20MT-2.6 million / 1998: 20MT-2.6 million ‘
Kakuma (850mt from USDA), school feeding program, $10

“million in GSM, and additional tonnage of corn and wheat

through the WFP - announcements.

" Leland, PARTS; REDSO; AELGA; Africa Grades; -

EAGER/GHALI; Africa Rural Decentralization; Africa
Private Sector Development; Grade/Standards &
Transportation; FAO Special Program on Food Security.
JEPC Agreement announcements, and rural development.
Chick mortality evaluation; agro- forestry effects on soil

- orgamc matter.

NI ohannesburg[E etor1a South Afnca

Basic Information:

 Undemourishment.Statistics:

Potential Immediate Food Aid:

Existing Technical Cooperation: -
- Potential Technical Cooperation:

Suffers from the HIV/AIDS epidemic worse than any other
African country in the region. Hunger and food security
are persistent problems, but have been overshadowed by
the AIDS issue/plague. :

20-25%, with Children 55% underwetght & stunted

.School feeding program announcement.

FAO Special Program on Food Security S
DC Teachers, rurai developrnent and VlElage Bank Protect _
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MEMORANDUM FOR J OHN PODESTA C
‘FROM: | SECRETARY GLICKMAN
a SUBJECT:  International Food Assistance

I would like to suggest that thé President send a special mission to Afrlca and Asza thlS summer
to focus on mtcmauona] food assistance and hunger

I think the effort ought to be led by USDA with USA-ID as the sub-lead, and should focus more
broadly on the specific food needs and distribution rcquircments in the areas of Africa and Asia
with the greatest need. Currently, there are significant stocks of bulk food commodities available
for distribution, both in the U.S. and throughout the world. However, the World Food Program -
of the U.N. and various members of the NGO community constantly complain about the lack of
resources to deal with hunger and famine in the Third World, and quite frankly I don’t believe
that all the resources of the U.S. Government have bccrlfully mobilized to deal with the -
staggering needs, particular in East Africa and South Asia, as well as other areas of the world.
I think that a focused mission, perhaps led by me, accompanied by Brady Anderson of USAID,
- would send a clear sxgnal that the Clinton ' Administration intends to highlight and feature
international food assistance in its remaining days and that we will enhance the supply and
delivery of an mfrastmcture of food assistance for the next Admxmstranon and future
Congresses.

I would suggest that in addition to USDA and USAID, we include a representative group

~ comprised of Members of Congress} the NGO community and American business leaders. I
intend to submit to you a more detailed proposed draft agenda (1 €. locatlons) shortly Let me
know if there’s anything I can do to facilitate this effort.
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May 2, 2000

MEMORANDUM FOR JOHN PODESTA, CHIEF OF SYAFF TO THE PRESIDENT
FROM: - SECRETARY GLICKMAN

SUBJECT: International Food Assistance and Hungpr Mission
I would like to suggest that the President send a specid mission to Africa and Asia this summer
to focus on mternatlonal food assistance and hunger ‘ S

I think the effort ou ght to be Jomt]y led by USDA and USAID, and should focus more, broadly on

the specific food needs and distribution requirements irkthe areas of Africa and Asia with the .

greatest need. Currently, there are 31gn1f1cant stocks of Rulk food commodities available for
" distribution, both in the U.S. and throughout the world. Nowever, the World Food Program of -

the U.N. and various members of the NGO community ¢oystantly complain about the lack of
resources to deal with hunger and famine in the Third Word, and quite frankly I don’t believe
that, all the resources of the U.S. Government have been fulJy mobilized to deal with the
. -staggering needs, particular in East. Africa and South Asia,'] think that a focused mission, .
perhaps led by me, accompanied by Brady Anderson of USAID, would send a clear signal that
* the Clinton Administration intends to highlight and feature international food assistance in its’
_remaining days and that we will enhance the supply and delivery of an mfrastructurc of food .
a551stance for the next Admlmstrauan andff&ture Congresses.
I would suggest that in addition to DA and USAID we include a representative grbup
comprised of Members of Congress, NGO community and Amerlcan busmess leaders. Let me
. know if thcre s anything I can do to fac111tate th1s effort ‘ '
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May 2, 2000

MEMORANDUM FOR JOHN PODESTA, CHIEF OF SYAFF TO THE PRESIDENT
FROM: SECRETARY GLICKMAN
'SUBJECT: | Infemational Food Assistance and Hun r Mission - . -

I would like to suggest that the President send a specia mission to Africa and Asia this summer
‘to focus on lntematlonal food assistance and hunger. o

I think the effort ought to be Jomtly led by USDA and SAID and should focus more broadly on
the specific food needs and distribution requirements irkthe areas of Africa and Asia with the
greatest need. Cuirently, there are significant stocks of Nulk food commodities available for
distribution, both in the U.S. and throughout the world. Nowever, the World Food Program of
- the U.N. and various members of the NGO community coystantly complain about the lack of
resources to deal with hunger and famine in the Third Workd, and quite frankly I don’t believe-
that all the resources of the U.S. Government have been fully mobilized to deal with the
staggering needs, particular in East Africa and South Asia, "I think that a focused mission,
perhaps led by me, accompanied by Brady Anderson of USAID, would send a clear signal that
the Clinton Administration intends to highlight and feature international food assistance in its
remaining days and that we will enhance the supply and delivery of an, 1nfrastructure of food
assistance for the next Admmxstratlon anc%rffélre Congresses. '

I would suggest fhat in addition to YSDA and USAID we include a repre’sen‘t'énve group |
comprised of Members of Congress, NGO community and American business leaders. Let me
know 1f there’s amythmg I can do to facilitate this effort. o
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- MEMORANDUM FOR THE PRESIDENT

From:

THE SC’QETAQf CF AGRICULTURE
T OWAS e NGT CN [

QeSS T C10Q

May 5, 1998

Secretary Dan Glickman

| Subject: ~  State of t.he‘}Agric‘ultural Economy and USDA Actions

I. OVERVIEW

_ After a generally strong p‘erforma"nce during 1996 and much of 1997, the U.S.

~agricultural economy is weakening. Agricultural prices, net farm income, and

export sales set records in 1996 but have since fallen, with especially sharp

declines for some commodities and in some ‘geographic regions, such as the .
" Northern Plains -- as reported in a front page article in today’s The Wall Street

Journa| “On the Northern Plains, Free Market Farmmg Yxelds Pain, Upheaval.”

A few key indicators illustrate the magmtude of the adjustment now takmg
place in U.S. agricultural markets. The Asian economic problems combined with
lower U.S. commodity prices have reduced the value of U.S. agricultural exports

from nearly $60 billion in'fiscal year 1996 to $56 billion -- and this, our current -

forecast, is likely to be reduced further in late May. We expect net cash farm

‘income to fall to $51 billion in 1998, down $4 billion from last year, and down

15% from 1996's $60 billion. The drop is pnmanly due to lower crop recenpts
and higher production expenses :

~ The weakest commodity markets are wheat and hogs Wheat prices ‘have hit

their lowest level in 5 years, famng over 25 percent during the last 12 months._

U.S. stocks compared with consumption are the highest since 1991 and, with-

the warm winter, a very large winter wheat crop is likely to be hai'vested S

starting in late May, putting further heavy pressure on prices. The we'ak wheat
market, combined with several years of crop disease, has been especially.
punishing for farmers in the Northern Plains. Hog prices are down 30 percent



Memorandum
The

In other markets, corn and soybean -prices are below year-a
they are still near the 5-year average. Cotton prices have rec
China began the unusual step of exporting cotton into a decl-

farmers, after some initial misgivings following enactment of
have actually seen their prices stabilize and remain fairly st-
have been low, but after 2 years of herd reductions, pric:
strengthen as the year unfolds. Broiler prices have been ave
are earning posmve returns. Milk pnces were record high dur
of 1998 ‘but are now rapidly declining, although prices ar
average alittle higher this year and feed costs lower, comp

Crop conditions around the world are generally favorable

[

“ewretary Glickman

it Farm-Economy

: 32 May 4, 13998

“wels, although
“lyweakened as
“3market.
» 1996 farm bill,

Rice.

1. Cattle prices

- .ire expected to
2 and producers

he first quarter
it expected to

1with 1997,

4 longer term

ng season here -
‘nto the fall and
12U.S. growing’
arices and farm

weather forecasts do not suggest problems for the 1998 gr:
~ or abroad. With limited sales expected to Asia this summer a
tough export competition expected from South America, fave
. conditions could further aggravate the current declme in cre.

financial COﬂdlUOﬂS. : '

In response to these deve!opments and the concerns I am inc ’asrngly hearing
from farmers and ranchers, particularly during the farm forums the Deputy.
- Secretary and | conducted last month, | have initiated several actions to provide
assistance and am proposing additional measures. While these steps will help,
“the prospects for improvement in the state of the farm economy this fall will
depend heavily on the size of this year’s crop har\rests in the U.S. and abroad
and the pace of recovery of Asnan economies., -

Il. ACTIONS TAKEN TO DATE

- International. USDA reacted'quickly. to the Asian financial crises and since late
~.1997 has made available $2 billion worth of export credit guarantees to
countries throughout the region. On April 24, USDA announced afurther $400

mulllon allocatlon to South Korea

USDA has made $4.5 billion in export credit guarantees available worldwide, up_
- 50% from the $3 billion allocated at this time last year. USDA and the Agency
for International Development have also allocated the full amount of ava||ab|e

- funding, $1.1 b:lhon, for exports under PL 480

USDA has aggressuvely awarded export assistance under the Dairy Export
~ Incentive Program (DEIP) to boost dairy exports. In fact, we expect to reach =
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thrs year’'s limit permltted under the Uruguay Round Agreement on Agruculture
well before the agreement year concludes :

'USDA and USTR have successfully concluded farm market access initiatives to
~ open the Brazilian market to U.S. wheat, Taiwan to meats and rice, and which
allow_U.S. pork producers to sell to the Phrllrppmes - :

Domestic. Thus far this fiscal year, USDA has purchased $442 million worth -
.of beef, pork, and poultry for domestic food assistance programs. USDA has

also purchased about $55 million of nonfat dry milk under the dairy price

support program, which is being phased out by the 1996 farm er

The emergency supplemental appropriations bill you signed will provide $105
million in additional farm operating loans and $43 million in additional farm
ownership loans for this fiscal year, actually slightly above the amounts the
Administration requested. Without these funds, USDA would now be running
out of money in some of these accounts. Although the Senate version of the
legislation included the Administration’s proposal to fix the 1996 farm bill's .
provision that denies farmers from receiving additional USDA loans if they
receive a write down, the conference report dropped it from the final bill; | will
-continue working to get Congress to fix this onerous credit provision.

Last month | met with several Northern Plains Senators and Congressmen and
announced a package of reforms we will initiate to revise crop. insurance
regulatuons to provide more. effective assistance to farmers in the Northern
Planns and other regions where successwe disasters have sharply raised
prem:ums and reduced coverage.

lll. FURTHER ACTIONS PROPOSED

International. USDA has 'developed a series of recommendations to simulate
additional exports that are pending final approval before the relevant interagency
groups. These actions include new export credit initiatives, mc!udmg direct
credit for selected countries; limited export subsidy activities for certain
commodities; and proposed legislation to use unexpended export subsrdy
-funding for alternatave programs to strengthen exports and prices.

Domestic SDA will to continue supportmg commodity prices through the use
purchases for domestic feeding programs and price support purchases, where
possuble and will press Congress to enact its legislative agenda to provide me
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more authority to respond to emergency srtuatrons and to strengthen the farm

safety net.

In addition, 1 have begun preparing an initiative designed to bring all of USDA's
resources to bear on helping farmers adjust to and compete in the changed farm
policy and farm economy environment described in the Journal article. While -
your Administration has made profound changes in USDA’s conservation and -
natural resource policies and has had innumerable farm trade successes, we
have not been as successful as | would like in advancing an initiative designed
at traditional production agriculture. Without undoing the premises of the
current farm bill, we can still, nonetheless, play a more active and constructive -
role in helping farmers, rancher, and rural communities adjust to the changes
they face and my initiative will be designed to meet those needs. To do
something meanrngful and to leave a legacy. in this area, we need to develop a
much bolder proposal to stablhze famrly farm agrrculture '

V. CQNCLUSION

In closing, the administrative and legislative items of critical, and immediate,

interest to U.S. agriculture are:

. The appropriate: interagencies . need to support the USDA
’ recommendations for expanding and amendmg American agncultura!
export programs .

. 'Congress must pass the vital agrrcultural research bill shortly, as it
resolves a funding msuffrcrency for crop insurance , strengthens funding
for agricultural research and rural development as well as provrdrng food
stamps for certain legal |mm|grants '

In the longer term, we have proposed a series of Iegrslatrve items to the
Congress that would enable me to provide emergency assistance, within the
confines of the current farm bill. Beyond that, | am developing a longer term
initiative, perhaps for consideration as part of the fiscal year 2000 budget,
designed at better helping farmers adjust to the changing farm economy.

Finally, it is my judgment that most on Capitol Hill believe the Administration
has been responsive to their concerns. While we continue to respond to the
individual and immediate crises in farm country, | remain concerned about the
political and economic ramifications of further market weakness.
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MEMORANDUM FOR THE PRESIDENT
From: o Secretary Dan Glickman

‘Subject:  State of the Agricultural Economy and USDA Actions

I. OVERVIEW

After a generally strong performance during 1996 and much of 1997, the U.S.
‘agricultural' economy is weakening. Agricultural prices, net farm income, ‘and
export sales set records in 1996 but have since fallen, with especially sharp.
declines for some commodities and in some geographic regions, such.as the
Northern Plains -- as reported in a front page article in today s The Wall Street
Journat “On the Northern Plains, Free- Market Farming Ynelds Pain, Upheaval ”

A few key indicators rllustrate the: magmtude of the adjustment now taking
placein Ll S. agricultural markets. The Asian economic problems combined with
lower U.8. commodity prices have reduced the value of U.S. agricultural exports
from nearly $60 billion in fiscal year 1996 to $56 billion -- and this, our current
forecast, is likely to be reduced further in late May. . We expect net cash farm
income to fall to $51 billion in 1998, down $4 billion from last year, and down
15% from 1996's $60 billion. The drop is pri manly due to !ower crop recerpts
- and higher productron expenses. ‘ :

The weakest commodrty markets are wheat and hogs Wheat prlces have hit
their lowest level in 5 years, fa!lmg over 25 percent durmg the last 12 months.
U.S. stocks compared with consumption are the highest since 1991 and, with
the warm winter, a very large winter wheat crop is likely to be harvested
starting in late May, putting further heavy pressure on prices. The weak wheat
market, combined with several years of crop disease, has been especially -
punishing for farmers in the Northern Plams ‘Hog prrces are down 30 percent ‘
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In other markets, corn and soybean prices are below year-a "vels, although

- they are still near the 5-year average. Cotton prices have rec. 'y weakened as
. China began the unusual step of exporting cotton into a decl 3market. Rice
farmers, after some initial misgivings following enactment of 1996 farm bill,
have actually seen their prices stabilize and remain fairly st 3. Cattle prices
have been low, but after 2. years of herd reductions, pric: -2 expected to
strengthen as the year unfolds. Bro:ler prices have been ave ~ 2 and producers
are earning positive returns. Milk prices were record high dur e first quarter
of 1998 but are now rapidly declining, although prices ar .l expected to
average a httle hxgher this year and feed costs lower, comp 1with 1997,
.Crop conditions around the wor!d are generally favorable -d longer term
~weather forecasts do not suggest problems for the 1998 gr: g season here -
~ or abroad. With limited sales expected to Asia this summer a ‘0 the fall and
tough export competition expected from South America, fave 2U.S. growing .
conditions could further aggravate the current dechne in cre. >rices and farm
financial conditions. C '

In response to these developments and the concerns | am wmasmgly hearmg

from farmers and ranchers, particularly during the farm forums the Deputy

Secretary and | conducted last month, | have initiated several actions to provide

assistance and am proposing additional measures. While these steps will help, .

the prospects for improvement in the state of the farm econdmy this fall will

depend heavily on the size of this year’s crop harvests in the u. S and abroad
and the pace of recovery of Asran economies,

I .ACTIONS TAKEN TO DATE

International. USDA reacted quickly to the Asian financial crises and since late
- 1997 has made available $2 billion worth of export credit guarantees to
countries throughout the region. On April 24, USDA announced a further $4OO

mdhon allocation to South Korea

USDA has made $4.5 billion in export credlt guarantees ava;lable worldw;de, up‘
50% from the $3 billion allocated at this time last year. USDA and the Agency
for International Development have also allocated the full’ amount of available
: fundmg, $1.1 b:mon, for exports under PL 480.

USDA has aggressi\kely ‘awarded export assistance under the Dairy Export
Incentive Program (DEIP) to boost dairy exports. In fact, we expect to reach
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this year’s limit permitted under the Uruguay Round Agreement on Agrlculture
well before the agreement year concludes

'USDA and USTR have successfully conciuded‘farm market access initiatives to
open the Brazilian market to U.S. wheat, Taiwan to meats. and rice, and which-
- allow. U S. pork producers to sell to the Phulhppmes

' Domestic. Thus far this fiscal year, USDA has purchased $442 million worth
of beef, pork, and poultry for domestic food assistance programs. USDA has
also purchased about $55 million of nonfat dry milk under the dairy price
support program, which is bemg phased out by the 1996 farm b|||

" The e’mergency supplemental appropriations bill'you signed wiII provide $105 -
million in additional farm operating loans and $43 million in additional farm
ownership loans for this fiscal year, actuai!y shghtly above the amounts the
Administration requested Without these funds, US,DA would now be running
out-of money in some of these accounts. Aithough the Senate version of the
legislation included the Administration’s proposal to fix the 1996 farm bill’s
provision that denies farmers from receiving additional USDA loans if they
" receive a write down, the conference report dropped it from the final bill; | wili
continue working to get Congress to fix this onerous credit provision. '

‘Last month | met with several Northern Plains Senators and Congressmen and
announced a package of reforms we will initiate to revise crop insurance’
regulations to provide more effective assistance to farmers in the Northern
Plains and other regions where successrve dusasters have sharply ‘raised
premrums and reduced coverage : .

ll. FURTHER ACTIONS PROPOSED

International. USDA has developed a series of recommendations to simulate
“additional exports that are pending final approval before the relevant interagency
- groups. These actions include new export credit initiatives, including direct
. credit for selected countries; limited export subsidy activities for certain
commodmes, and proposed legislation to use unexpended export subsrdy
.fundmg for alternatlve programs to strengthen exports and prices.

Domestrc. USDA will to contmue supportrng commodlty prices through the use X
purchases for domestic feeding programs and price support purchases, where
possible and will press Congress to enact its legislative agenda to _provrde me
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more authority to respond to emergency srtuatsons and to strengthen the farm
‘ safety net. : o . .

‘In addition, | have begun preparing an initiative designed to bring all of USDA's
resources to bear on helping farmers adjust to and compete in the changed farm
policy and farm economy environment described in the Journal article. While
your Administration has made profound changes in USDA's conservation and
‘natural resaurce ‘policies and has had. rnnumerable farm trade successes we
have not been as successfu! as | would like in advancmg an initiative desi igned
at traditional productron agriculture, Wcthout undoing the premises of the
current -farm bill, we can still, nonetheless, play a more active and constructive
role in helping farmers, rancher, and rural communities adjust to the changes

- ‘they face and my initiative will be desrgned to meet those needs. To do

| somethrng rmeaningful and to leave a legacy in this area, we need to develoo a
much bolder proposal to stabilize family farm agrrculture

: IV. CONCLUSION

‘In closmg, the admrnzstratwe and !egsslatrve items of crmcal and zmmedlate
interest to U.S. agnculture are: .

- The appropriate , interagencies need to support ‘the USDA |
recornmendations for expanding and amendmg American agncultural ‘
export: programs. ~

. Congress must pass the vital agricultural research - bill shortly, as it
. resolves a funding msuffrc:ency for crop insurance , strengthens funding ‘
- for aqucultural research and rural deve!opment as well as provrdlng food
' :stamps for certain !egal 1mmagrants

In the  longer term, we have proposed a series of legislative items to the
Congress that would enable me to provrde emergency assistance, within the
confines of the current farm bill. Beyond that, | 'am developing a longer term
initiative, perhaps for consideration as part of the fiscal year 2000 budget,
designed at better helping farmers adjust to the changrng farm economy.

Finally, it is my judgment'that most on Capitol Hill beiieve'the Administration

has been responsive to their concerns. While we continue to respond to the

~ individual and immediate crises in farm country, | remain concerned about. the
“political and economic ramifications of further market weakness.
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Commission on 21" Century Production Agriculture
Room 3702 South Building
1400 independence Avenue, SW
Washington, DC 20250-0524

FOR IMMEDIATE RELEASE o o CONTACT: Timothy M. Peters
o v - © . Phone (202) 720-4860
Fax (202) 690-4420

E-mail tpeters@agcommrssron org
‘COMMISSION ISSUES STATEMENT ON CURRENT FARM SITUATION

Washington, DC -July 9, 1999- The Commission on 21% Century Production Agriculture
met today in Washington, DC to continue their study of public policy options for agriculture in
.the next century. Some discussion, however, was devoted to the more immediate problems
facing America’s farmers and ranchers. Farm prices have fallen dramatically and farm income
. continues to weaken as a result of shrinking export demand and bumper crops worldwide. To

address these shoit-term problems, the Commrs;rgg aiLged there is an urgent neCdfOLLORIEss
and the Admrmstr atlon to come toget er an provrde supplemental inancial assistance to -
~ airman Barry Flinchbaugh pomted out that the Commrssron continues to work toward
the long-term task it was assigned by Congress. Defining the role of the Federal Government in
support of produ(‘tlon agriculture beyond the 1996 Farm Bill remains the central focus of the
~ Commission. The Commission’s final report is due January 1, 2001.
To aid them in this effort the Commission is hosting six public listening sessions around
the country to gather ideas from producers and other agricultural interests on future public pollcy
for agriculture. Listening Sessions are scheduled for August 12, 1999 in Fresno, California;
August 14, 1999 in Spokane, Washington; August 16, 1999 in Denver, Colorado; September 21,
1999 in Chicago, Illinois; September 23, 1999 in Montgomery, Alabama; and September 25,
1999 in Scranton, Pennsylvania. For information-on how to register for the public listening

sessions please visit the Commission’s web site, http://www.agcommission.org; or contact Tim -
Peters at 202- 72() 4860.

END
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As More Commodity Prices

Sink, Speculation Grows

Of Another US.B lqgt ,

B

By S(.m'r Kisman

Staff Reporter of THE WALL STREET JOURNAL

. CHICAGO~The farm economy’s prob-
lems are spreadmg. suggesting that rural

America is headmg for a prolonged down-~
- turn and raising speculation that farmers

may seek another federal bailout.

Last year, as the Asian financial crisis
doused that region’s appetite for U.S. farm
goods, prices of wheat, corn and hogs col-
lapsed, reducing incomes for Midwest
farmers. While prices of those commodi-
ties are still depressed, now prices of

. Southern crops such as cotlon, soybeans

and rice are sinking. The reasons range
from global gluts to the devaluation of the

Brazilian real. Even Wisconsin dairy farm- .

ers, who reaped record hxgh prices for raw

milk last year, are seeing their busmessv

sour.
Aot is going wrong all at once,” sald
Steven Elmore, an economist at Ploneer

- Hi-Bred Internatonal Inc., the biggest

U.S. seed company. "“The whole agricul-

ture sector is a lot more stressed than last ‘

- year.’

Robert E. Young, c&director ot the

' Food & Agricultural Policy Fesearch Insti-

- tute at the University of Missourl, said he
 will likely reduce his forecaat of 1999 farm
. profits by $800 million to $44 billion, which

_ would be 8% lower than the $48 billion

earned last year and 18% lower than the
record profits generated by farmers just
three years ago.

Although the agncultural downturn is-
n't taking much steam out of the national

- ecomomy, it is depressing the businesses.

that supply farmers with.ew‘rerything from
tractors to chemicals. Agriculture is also
one of the nation’s biggest eéxporters and a

» drop in farm shipments worsens the U‘S

- . [ S ——

o 375}

- @

yls Darkenmg f

The Farm lProbllem Doepens
Net Farm Incm h Fallmg neundouco on llnclc San is tlp...
_in billions: . - Govesnment payments, m bithons:

$15

trade deficit. :
Mr. Young's institute makes farm-econ-

omy forecasts for Congress, which last

year passed a $5.6 billion bailout package.
His darkening outlook increases the likeli-
hood that some farm groups will approach

* Washington for another bailout this year.
1f that happens, it would ignite a debate.in

Congress over whether to stick to its plan
for gradually weaning farmers from gov-

- ernment subsidies by 2002. Opponents. of

the deregulatory 1996 farm bill would use
such a request as evidence that agriculture
can't go it alone.

Some grain traders think Washington

might even have to bring back planting

controls, a glut-busting tactic it gave up as
part of the 1996 "Freedom to Farm™ bill.
“I'm all for the free market but things are
getting out of control,” said Richard A.
Loewy, president of AgResource Co.. a
Chxcago commodity-research firm. **Soon
we're going to be swimming in gram xf the
government doesn’t do something.”

Without a second bailout, some econo-
mists expect to see a.bigger drop in farm
numbers this year, something for which
many in Congress have littie stomach.

And as farm income and commodity

prices fall, industries that cater to agricul-
_ture are feeling the pain, too. Farm-equip-

_ Please Turn to Page A8, Column 1

- - -
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 both 49 years old, plan to auction off their . year. I normal weather materializes this

- That follows a 13%.cut by Agco in 1998,

" hand, the biggest reserve in 13 years. Asa

“law,” said Mr Hunt. “] suspectlll being

" quit voluntarily over the past several

‘ment makers are cuttingﬁ tractgﬁr‘ produc-
_ tion again this year. Agco Corp., Atlanta,

is reducing its production of tractors and
harvesting combines an additional 13%.

when its annual sales fell 8.8% to $2.94 bil-
lion. New Holland NV, a maker of con-
struction equipment and farm equipment
with headquarters in the Netherlands, ex-
pects industrywide unit tractor sales.
across North America to drop as much as
15% this year. New Holland’s 1998 revenue
declined 5% to $5.7 billion.
+ Meanwhile, farm bankers, hoping to
gvoid the mistakes that saddled them with
ad debts during the agricultural down-
turn of the 1980s, are moving to cull weak-
ned farmers. So may farmers are turning
o the Agriculture Department for loans
that some government credxt programs are
being exhausted.

Cotton-mdustry officials said hundreds
of growers in Texas can't get loans for
spring planting. Cotton prices have fallen
to unprofitable levels for growers, despite
a drought that slashed production last
year. Thanks to a string of big overseas
harvests, the globe is awash in cheap cot-
ton. The world has a six-month supply on

result, the price of the spot cotton-futures
contract at the New York Cotton Exchange
has dropped 21% since October.

. Some lenders are beginning to foreclose
on Noithern Plains wheat growers, who
have been battered by a string of poor har-
vests, in Minngsota. Kittson County Sher-
iff Ray Hunt recently sold off the property
of three farmers who had lost. their mort-
gages “I don’t like ~doing it but it’ s the

deing rnore.”
- About 20 Kittson County farmers have

months, according to local officials, even
though the federal government increased
farm aid to the county by 50% last year.

- Janet Olsonawski and her husband,

‘expect tens of thousands to qmt the busi-

_cheaper to foreign buyers than U.S.. soy-

wheat and sugar-beet farming machinery i

- in Mareh, Discouraged by forecasts forlow '

-Crop prices, their 24-year-old son quit the -

family farm to design log homes in
Wyoming. The pricg of wheat has dropped
29% over the past two years to a national
average of $2.86 a bushel in January.

"All this is a big change from just three
years ago, when U.S. farmers were cash-
ing in on an export boom they thought

would outlast the decade. Then the Asian

economic crisis kiiled the appetite of U.S.
agriculture's single largest customer,
catching everybocly from lowa farmers to
fertilizer companies and grain mxllers in -
the middle of big expansion plans.

Hog farmers, who geared up to sell 10%
more pigs in 1998, are now going through
their biggest shakeout ever. Economists

ness this year. i
U.8. grain farmers. who usually sell

" about one-third of their crops abroad, saw
the value of their corn exports drop 18% |

juring the first 11 months of 1998, com-
gared with the similar 1997 period, accord-
ng to the Agricuiture Department. Wheat
sxports fell 11%. :
Now the shrinking value of Brazil's cur
vency is undermining U.S. soybeans.
8razil, a major soybean exporter, is
preparing for a record harvest nextmonth,
The currency move makes its crop far

beans. As a result, some grain traders ex-
pect the price of U.S. soybeans to sink to
the mid-$4-a-bushel range by summer if
Midwest growing conditions are good.
That price would be the lowest for U.S. soy-
beans since the mid-1980s farm crisis.

The commodity slump is hard to turn
around without a.big jump in foreign de-
mand, which doesn't appear likely any-
time soon. .
* When demand drops, most manufactur-
ers cut production or make something else.
But farming is made up of hundreds of
thousands of small producers. They all
know output is too high, but each sees his
best chance for recouping last year’s losses
by producing more this year.

The upshot: Seed corypany surveys sug-
gest that Midwest farmers are making
lans to plant almost as much of their iand
{ms spring to the same crops they grew last

p—— 3 110

season, the U.S. could easily produce

bumper corn and soybean crops for the |
. fourth year in a row.
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_DEPARTMENT OF AGRICULTURE
QFFICE OF THE SﬁCREYAR\’_
WASHINGTON, D.C. 20250

- December 2, 1998

MEMORANDUM FOR JOHN PO?E@M, CHIEF OF STAFF TO THE PRESIDENT
to Smckman

SUB]ECT Justxﬁcatlon for Sec tary lickman’s Pamapauon in the Pre31dent s Trip to
'. the thdle East

FROM:  Greg Frazier| Chiélof

Because of Secretaxy Glickman'’s relauonshxps with the ]emsh community and Israelx leaders
-and USDAs role in Israel and the Mlddle East, he will be a valuable addition to the
President’s delegat ion.

The Secretary accompamed the President and Vrce Pres1dent to the recent AIPAC meetmgs
in Washington, D.C., and and to former Prime Minister Rabin’s funeral. He frequently

" speaks before natmnal Jewish organizations due to his background, service in the Congress,
his membershxp and chairmanship of the Permanent Select Committee on Intelhgence, and -
USDA’s ties to Israel’s agnculture and forestry programs

In addxtxon to sevéral trips to the regxon as'a Member of Congress while Charrman of the
intelligence comuittee, he led a CODEL to Egypt, Israel, Jordan, and Syria, durmg which he
‘participated in serious discussions about the role of the U.S. intelligence commumty in the
Middle East.

USDA has significant relationships with Egypt and ]ordan In recent years Egypt has been
~ the largest purchaser of U.S. wheat. ]ordan has been a major participant in USDA’s credit’
- guarantee and recipient of P.L. 480 assistance; the Secretary has been personally mvolved in
expedmng and acceleratmg food sales and assxstance to Jordan. :

USDA also has-a major relationship with Israel. The Forest Service and the Jewish National
Fund, Israel’s forest service, cooperate in many areas - in fact, the USDA’s Forest Service will
provide the tree the President will plant in Bethlehem durmg his visit. In addition, the
Binational Agricultural Research Development (BARD), a joint US/Israeli agncultural
research effort, has provxded millions of dollars in agricultural research projects between our
two countries - éspecially in arid land research. These efforts are part of the ( o
U.S./Israel/Egypt peace agreement begun nearly twenty years ago, and have quietly and
significantly provided transfer of agricultural technology to other countries in the reglon as -
well - perhaps somethmg in- ‘which the Palestmxans could partxcxpate

' R : T [Ames ?‘&D"\ J
The Secretary and I appreciate your consxderatlon.- : K —
AN EQUAL OPPORTUNITY EMPLOYER , : g(




USDA

United States Department of Agrlculturo )

" Office of the Secretary
Washington, D.C. 20250

July 16, 1999

MEMORANDUM FOR THE CHIEF OF STAFF
\‘From: - . Secretary Glickman

Subject: Farm Assistance Pa‘ckag_e

The farm economy continues to slump — USDA’s most recent monthly supply-

* demand estimate released last Monday confirms that and projects a soft farm economy -
through the end of next 'year, the Senate will soon turn again to the agricultural
appropriations bill and consideration of another farm aid package, and the President said -
he will be proposing recommendations for assistance, but we seem to be stuck on dead
center, notwithstanding the many discussions and meetrngs we have had the last several
months on this sublect ' :

- | am convine ed Congress will pass some form of emergency farm package this \ year,
thus the longer we wait before proposing one, the more our political vulnerability increases.
| think the Presiderit well be best positioned if asserts leadership and stakes out a position

and proposal, especially before the congressional majority begin to criticize him for falhng

to carry through on that comment and their request for recommendations. While there
develop another bidding war akin to what unfolded last year, and we may find ourselves ,
playing catch up nonetheless, unless we advance something now, or very soon, | think we
lose almost any political advantage we could reahze and our srlence may relegate us to
acqurescence, again. :

Whrle our first task should be proposrng assrstance to mitigate low prlces falling -
income, and, in all likelihood, falling land values that if in fact come about, well set off a
spiral of foreclosures and banking problems like we witnessed in the mid-1980s, we must
also address the supply side, which we can do buy proposing ways to reduce productlon
.and dlspose of the burldmg surpluses Therefore I propose the following: '

. . INCOME ASSISTANCE We shoutd propose a$2 billion program of drrect

P T I T T T T S T T T T R T A R L T S Y
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payments to farmers up. to $15 000 per person, based on dechmng crop
ncome from falling crop prices — this is the proposal USDA has put before
the mteragency group for some time. ‘It is counter cyclrcal unlike the current
- farm bill which has been one of our most effective critiques of that, and
‘ addresses the immediate crisis '

. EXPANS!ON OF THE CRP: Call it what you wrll but we need to do somethmg to
“reduce production and while we may want to consider asking for stand-by
“set-aside authority, which we advocated in'1996 but which this congress

will turn down flatly, we should come out for some form of multi-year but
short-term land retirement program. Farmers would get an annual payment
like CRP, and like CRP too would also have to demonstrate some -
conservation and environmental benefits, in return for idling farm land for 3

- to 5 years. We ought to propose a program of up to 15 million acres -
enough to have some production effect. Also this is another mechamsm to
transfer income to farmers

L. : DlRfcr PURCHASES: The Presrdent should direct me to buy $1-$2 billion of
- surplus commodities off the market, like the wheat purchase and donation
program announced last summer, for forergn donation and domestic uses,
-such as ethanol and blodresel .

« - FARM STORAGE: All these crops &have“togo somewhere, and we are'already
running at 95% plus utilization rates for storage in many parts of the country,

even before taking in another record soybean crop and the largest corn stocks

since 1993. We should advocate an on-farm storage program whereby
, USDA would guarantee ﬁnancing for the construction of such facilities

a We are already on record on crop insurance reform, so we have that base covered,
and need to worry less about it now since it will provrde emergency aid and the two
'commlttees are starting to mark up and we can work through that process. We, USDA,
have also talked about some other items that | think merit consideration to the 4 key points
| noted above, and they are: extension of the darry price support program and more cotton -
export subsrdy funds for the step 2 program _

I understand the budget complexrtres we face and | certa|n|y know the polrtrcal
problems, but overarching everything right now on this. subject is, in.my view, a lack of
leadership — not just from the Administration, but also in Congress, in both parties. ThIS
package provrdes that, as well as oﬁermg a meanrngful and responsible solution.



Damel R. Glickman

Ofﬁce of the Sccretary
- Washmgton D .C. 202500100

The Honorable John Podesta

Chief of Staff - _
Executive Office of the President
The White House - West Wing
Washington, DC 20500.
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MEMORANDUM FOR J OHN PODESTA AND GENE SPERLING

FROM: Sally Katzen
- SUBJECT: - Status of Agficuiture’ Issues

DATE: ~ March 26,1999

The Presndent very much wants to travel to farm country the week after next, and is
- looking for a message to deliver on such a trip. To that end, the NEC has conducted mteragency
‘ ‘mectmgs to review various policy options and the pohtlcal 1mphcat10ns of pursing them

I B'ackgrouhd s

Through the 1994 crop insurance reform b111 and the 1996 farm blll the Adrmmstratlon
and Congress attempted to move away from ad hoc disaster and price-support programs and

" toward market-oriented programs, such as crop insurance. After the 1994 Reform Act, producers

were réqulred to partlclpaté in the crop insurance program in order to remain eligible for other
USDA program benefits. Under this policy, participation soared (from 35 to 80 percent of
insurable acres); it has, however tapered off (to 63 percent) since the 1996 farm bill eliminated
this "link." The 1996 farm bill replaced ad hoc disaster payments with Agricultural Marketmg
Transition Act (AMTA) payments that declined over a seven year period. The amount of -
AMTA payments was based on a slight cut from CBO projections in 1996 on what USDA would
have spent on income support through "deficiency payments.” On signing the 1996 farm bill, the
President expressed concern that the bill did not provide for an adequate safety net in years with
low levels of farm income. :

U.S. agriculture experienced strong growth from 1994 through 1997. Net cash farm
- income reached a record $61 billion in 1997 as export demand grew and world commodity
stocks tightened. In 1998, however, regional weather problems and multi-year production losses, -
as well as nation-wide low prices for many commodities, revealed shortcomings in the safety net.

In response, the Administration negotiated a $6 billion disaster assistance package in the.
FY 1999 Omnibus Appropriations Bill to enharnice farm income, $400 million of which was used
. to increase 1999 crop insurance subsidies. The disaster assistance payments helped to maintain
farm income in 1998 near the record level set.in 1997. Nonetheless, these funds were distributed
based on past participation in USDA programs (AMTA), with the result that roughly six percent
© 22?2-of the largest farms received thirty-six ??? percent of the payments. Once again, in the



‘ course of the discissions about thc ommbus blll the Pre&dent expressed concern that the bill d1d
not adequately protect those at the greatest risk.

" IL.- Recent Developments

. This year, in the face of USDA projections of continued low prices that might persist
through 2001, the Administration sought to seize the initiative and repair the safety net. The
President, in his State of the Union Address, and the FY 2000 Budget, emphasized that the
primary means of fixing the safety net would be through crop insurance reform. Although the
budget did not include funds for crop insurance reform (because of the absence of agreement on -
how to pay for it), Secretary Glickman issued "The Administration’s Principles and Preliminary -
Proposals for Reforming Crop Insurance" on February 1% (the day the Budget was released).
Secretary Glickman stated that it was important to obtain bipartisan agreement on how to fma.nce

‘the changes. To that end, he planned a series of regional meetings to listen to farmers, other
stakeholders and members of Congress. Secretary Glickman tentatively plans to begin these
meetings in early Aprilin _, ___and . (Note: On March 10", the Administrator of the
USDA’s Risk Management Agency, which administers the crop insurance program, testified
before the House Agriculturé Committee and on the outline of the Administration’s crop
insurance reform proposal, stating it would cost between $2 and $2.5 billion per year.)

‘The Chairmhan’s Mark of the Senate Budget Resolution includes a reserve of $6 billion
for "risk management and income assistance for agricultural producers,” meaning that the
Agriculture Committee can report a bill costing $6 billion without identifying offsets. Because,
however, the resolution also states the reserve is only available if crop insurance and other
- legislation would not result in an on-budget deficit (budget totals excluding the Social Security
~ surplus), it would not be available for FY 2000 unless other legislation reduces spending by $12
billion under the Administration's forecast or by $3 billion under the Budget Resolution’s
assumptions. This flaw in the Budget Resolutions has not been identified by the stakeholders or
" the press; instead, the Republicans are getting credit for allocating $6 billion for crop insurance.

. The House Budgel Resolutlon reportedly also contains a similar $6 billion reserve for "crop
insurance."

‘Senators Kerry (NE) and Roberts (KS) have sponsored a bill that Senators Grassley and

- Conrad (and a nurnber of other Senators) have co-sponsored, entitled the "Crop Insurance for the
21 Century Act,” that includes many components of the Administration’s package (e.g.,
increasing premium subsidies, livestock coverage, and multi-year coverage). In the House,
‘Congressman Porieroy (MD) is circulating a draft "Crop Insurance Improvement Act of 1999"

- “that also is sumla.t to the Adrmmstratlon s proposal although it mcludes deeper subsidies.

‘ Overall White House Leglslattve Affairs believes that it is unllkely that crop insurance
reform will pass the House and the Senate this year. Both bodies are having oversight hearings
- and developing proposals, but neither has tackled the difficult question of how to pay for any =~
- reforms. Some Senate Democrats, in particular Senators Harkin, Daschle, Leahy, and Durbin,
have approached the White House about working together on a strategic plan for reforming crop

2 -




. insurance; some remain committed to promoting uncapping the loan rates, expanding antitrust
authority and other proposals that we have not been enthusiastic about supporting. As with most. -
‘agriculture issues, they believe that they can achieve an important objectwe by helping America's
farmers, but they also believe it represents a good pohncal message. In the House, the effort is

- . bipartisan, but it will be slow.

3

lII ,‘ | Proposals to Reform the Safety Net

There is consensus among members of the interagency group that crop insurance reform
is the key to enhancing the safety net. There is somewhat less enthusiasm, but nonetheless
general agreement, that some form of income protection should also be a part of any proposal..
Finally, there is a consensus that the AMTA payments that are currently in effect are the least .
effective means of protection against counter-cyclical downturns and least able to put money in -
the pockets of those who need it the most. Accordingly, the interagency group agreed that if it
were working on a clean slate (and contrary to fact there were no vested interests at stake) we
would recommend shifting funds from AMTA payments to crop insurance and income protection
programs. However, not only are we faced with disappointing farrners ‘reasonable expectatlons ‘
that the AMTA payments (a fundamental benefit of the farm bill) would continue until the
_ expiration of the current farm bill, but as a practical matter, v1rtually all AMTA payments for FY

1999 have already been disbursed. Accordmgly, no reallocatlon of program momes could be -
made effectxve untll FY 2000 at the earhest

. With this background, we looked at two ends of the spectrum. First we examined what
we would do if all proposals had to be paid for out of existing USDA programs. USDA and
‘OMB have been able to identify only the AMTA payments as a source of funds. Because of the.
vested interests in these payments, and the political fallout from disrupting existing expectatlons,‘ .
there are relatively limited resources available. (Note: USDA estimates no more than $1 billion
in FY 2000; possible alittle bit more, but not much in the following years. OMB has observed
" that any AMTA cut could be targeted by farm size or income to those who are in more need of
income assistance, rather than simply reducing payments to all farmers. For example, targeting
AMTA payments to farms with less than $100,000 in gross farm sales would provide payments
to 85 percent of farms while saving an estimated $2 billion annually.) This would support only a
~ relatively modest funding increase for crop insurance and a relatively modest income protectlon
program, along with a complement of no-cost items such as mandatory price reportmg, extension
of loan repayment schedules and . We could spend more money by cutting more
'deeply into AMTA; the polmcal hurdle of domg so, however, is lxkely to be hlgh

At the other end of the spectrum we examined what it would take to fix the safety net
without regard to whether we could identify offsets, or where they might come from. Under this
alternative, we would propose substantial funding increases to reform and enhance crop '
insurance, substantial income protection, and several other components totaling almost $3
billion, along with the no cost items 1dent1fied above.. The two cases are dxscussed in greater

detail below. -




A. Base Case: No Addxtnonal Money {o Agncultur

_ In the absence of new (addxtlonal) funding for agnculture programs, USDA would _
‘substannally scale back its $2.5 billion crop insurance proposal to roughly $500 million. (Recall
that the NEC deputies had generally agreed to a $2.5 billion program consisting of increased

- CAT coverage and "buy-up" premium subsidies ($1.5 billion); multi-year coverage ($0.4

billion); increased non-insured assistance (NAP) coverage and extending NAP to livestock ($0.4

billion); providing incentives to private industry to spur product development ($0.15 billion);

~ and, producer risk management education ($0.05 billion)). From this menu, USDA would plck

up increased premiuin subsidies only, and limit. them to the "buy up por’uon of the p011c1es ata

cost of approxxmately $500 million.

In addition, USDA would propose a $500 million income assistance program The most
~ salient criticism of the 1996 farm bill, is that the bill lacks the counter cyclical protection of past

" programs. In order to address that concern, the Administration considered last year proposing a
one time only payment to farmers equal to 30 percent of the amount by which gross income was
less than the average. of the preceding 5 years; that proposal, which was never formally
advanced???, would have cost approximately $1.8 billion. Such a program could be dialed
down and presented not as a single year plan but as a standing program co’sting'approxima'tely'
$500 million a year. This program has the advantage of beginning to address the counter
cyclical flaw discussed above, but would not attract the same criticism as uncapping the rate on

- marketing loans. : ' ~

The combmed cost of the crop insurance reform and the income assistance program
would be $1 billion. Because AMTA is a $5 b11110n program, it would leave more than 80 -
percent of AMTA funding in place. Moreover, some of the funds redirected from AMTA would
end up in the hands of the same farmers, thereby reducing the adverse reaction. Nonetheless, we -
cannot understate the difficulty of changing the rules midstream. Also, we should be clear that
the proposals would not address the real problems and will likely be viewed as a wholly
inadequate response. If would, however, relieve the Administration of the need to identify larger '
offsets or spendmg the surplus ‘

B. - The Responsible Wish List: Assuming Additional Monies.for Agriculture

If USDA did not have to rely exclusively on reductions to other USDA programs in order
to enhance the safety net, USDA would substantially enhance the crop insurance and income
assistance programs. In addition, USDA advocates a short term conservation program,
continuation of dairy price supports and financing for on- farm storage. This package would aJso
~ include the no-cost items identified above. , ~

Crop Inuufance Reform: As noted above, crop insurance reform would be the -
. centerpiece of any Admlmstratxon plan to restore the farm safety net. Even so, USDA is
prepared to scale back the $2 5 bl]ll()n proposal to approx1matcly $1.5 billion. These fund would

-4




-'be used to increase the buy up subsuiy, increase NAP coverage, develop livestock pilot program
and fund farmer education programs. .(The objective to which all members of the interagency’
group 'subscribe is to increase premium support in a manner that encourages farmers to purchase

- higher levels. of insurance; while additional analysis need to be done, we believe that placing the

emphasis on supporting the buy-up levels achieves this objective.) USDA would offset, in part,

the increased expense of the program by reducing the CAT subsidy, increasing CAT feesora .

combmatlon of both. :

) Farm Income Protection: As noted above, farm income protection presents an

“opportunity to address the concern that current farm programs lack the counter cyclical
protection of past programs. Accordingly, even with a much scaled up venison of crop
insurance, USDA is strongly advocating a significant farm income protection program such as
that described above (which pays a certain percentage of the farm income in a given year if farm
income drops below a five year average income by a specified amount). USDA would dial up
the level of support from he base case to an amount that would cost approxlmately $1.1 bzllzon a
year.

4 Short Term Conservation Reserve: Last year, the Administration developed a proposal -
that ultimately was not included in the omnibus legislation to pay farmers to idle farm land for 3
- to 5 years if they agreed to implement conservation practices on the land during that period. The

proposal grew largely out of our desire to help farmers (including many in the Upper Plains
states) whose land was submerged temporarily or unproductive because of disease. The idea still
resonates for those reasons, and because of the increasing concern about growing surpluses. In
- addition idling more land serves as a supply-control mechanism (thereby constraining -
production) similar to those used during the pre-1996 Farm Bill regime. If USDA were to
establish a program, modeled on the current Conservation Reserve Program, but only requiring
farmers to idle their land for 3 to 5 years, it would cost approximately $200 million per year.

. Dairy Price Supports: Very recently, USDA has raised the prospect of continuing price-

" supports beyond December 31, 1999, at which time they were scheduled to end. USDA is
reacting to recent plummeting prices (after having hit record highs in December, in February,

. dairy prices registered their sharpest one-month drop ever). USDA estimates that if it were to
extend the program for two years at $10 per hundredwelght a slight increase over the current
level of $9.80 per hundredwelght would cost approximately $100 million a year. Announcing
such a proposal is particularly timely because USDA recently announced a new mﬂk marketmg‘
reform plan, that is now pending before Congress. - : -

()n-Farm Storage In the early 1980's, USDA had authonty to finance on- fa.rrn storage
USDA could seek to reinstate the program at.an approximate cost of $50 million a year. This '
would represent sufficient fundmg to finance the constructlon of approxxmately $l bllllon of
farm storage facilities. : ,

Taken together, these proposals would certz»iinlvykbe, viewed as a serious Staterhent,an,d a
real attempt to fix the safety net. At the same time they are very costly. USDA believes thatit
- cannot fund them solely form their own programs, but is willing to donate about $1 billion from



AMTA payments. This ‘mean’s that the Administration would either have to spend a portion of _
the surplus or look for offsets in non-agriculture programs (a challenging task, to say the least).

Iv. Recommendéltion

If the President were to speak to farm communities in the next several weeks h;s flI'St :
emphasis should be on the failure of Congress to pass the supplemental. He could also -- indeed
" should also -- lay out the kinds of things that we think need to be done -- the broad parameters of

crop insurance reform, income assistance programs, the short term conservation reserve, dairy -
price supports, and on-farm storage. But he has to be clear that we need bipartisan bicameral
agreement on how to finance the improved safety net. Where is the money fo come from in the
“short term and over the longer term? He can then say that he has directed Secretary Glickman to
- conduct the listening and learning sessions and challenges the Congress to roll up its sleeves and. ”
think realistically about these problems. He can appeal to blpartlsanshlp, demandmg that
Congress put the financial security of the farmers ahead of pOllthS
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MEMORANDUM FOR THE HONORABLE ERSKINE BOWLES,

From: ~ Secretary Glickman
Subject: Farm Assistance Proposals

l. 'SUPPLEMENTAL CROP INSURANCE BENEFITS
INDIVIDUAL VS. COUNTY TRIGGER -
‘We premised. this proposal on providing assistance to individuals -- not ‘counties -- who
have suffered repeated losses from natural disasters. The proposal measures losses and
delivers benefits through the crop insurance program which as a result of reforms this
Administration has advocated and |mp|emented has likewise become grounded on
individual, not county expenence.‘ , :

A county tmgger would contravene both principles, reversing the reforms we have
made, be less effective and less targeted causing enormous inequities, and dramatlcally
. increase the workload on the already stressed USDA county office workforce

One of the most persustent, and valid, complaints about the old crop. insurance
program was that farmers were not insured based on their own experience; premiums
were based not an mdmdual’s farm, but the average performance of all farms in a
county, thus coverage was limited for the most efficient farmers and capped for the

- ones who suffered larger than county-average losses. In the years since we successfully
pushed the 1994:crop insurance reform bill, we now tailor coverage, and thus provide
mdemnmes, on a specific farm’s experience. Why, especially when losses are so severe,
do we want to reverse this policy and stipulate that farmers can benefit only if they farm
ina county that has been declared a disaster, irrespective of theur own losses’

Triggering: supplemental crop insurance benefits based on Wheth'er a' county is declared

a disaster and not one the individual’s losses will be less targeted, not more, and less
effective in prov:dmg assistance to the farmers the proposal is designed to help. It will
' deny assistance to many farmers who have suﬁ’ered very real and substanttal losses, just
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| am, of course, ready to discuss this with you further.

"natural disaster losses and weak prices - | remain concerned that the pr0posal address *

proposal, USDA will also be releasing on Friday, September | | its next regularly

.One of our blggest crmques of the I996 farm bill has been. and remains that it does not.

Fmally. | expect the majority in Congress to propose a package addressmg farm income fv 3

MEMORANDUM FOR ERSKINE BOWLES
From Secretary Glickman'
- September 4, 1998

because weather conditions in the rest of their county were not as severe.

" Not only would a country trigger be inequitable and undercut our goal of p_roviding aid
. to every farmer who has been hit by successive natural disaster, the appeals that will
- result will swamp USDA field. offices, at'the very time they are under pressure to deliver

the ass:stance in the package, provide farm credit, operate the CRP, and cope with t.he
enormous increase in loan activity we are seelng

In the end, we will pay out the same, or nearly the same, amount of benefits, but will

have created an administrative and bureaucratic nightmare for farmers, and ourselves.

Finally, proposing a county trigger will subject us to crmcxsm and in the end, Congress R

will not endorse it; why propose |t’

INCOME 1.OSS ASSISTANCE PROGRAM

Having for weeks and weeks described the crtets in the farm economy as tv.rofold -
income los.ses, both on the merits and for political reasons.

| described the prices we are now ‘experiencing;‘We do not believe they will improve -
over the rext several months. In fact, next week, just when we may be releasing this

scheduled forecast of farm prices. Those projections will show prices going down,
substanttally If we do not offer a ‘proposal to address this, | believe we are vulnerab1
for not adldressmg a problem we have correctly acknow!edged

provide counter-cyclical assistance, which is primary function of i increasing the cap on
marketing loans. Not only would the income loss assistance proposal we developed
address that concern, it is consistent with our contmua! statements about our mtent to

fix the farm bill's flawed safety net

losses that may look very much like what USDA has suggested, and that | expect we will &
ulumately embrace. As | sald earher | believe thas is an opportunlty to lead, and that we -
ought to seize it : v ,
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~‘DEPARTMENT OF AGRICULTURE j
OFFICE OF THE SECRETARY
| WASHINGTON, D.C. 20280

MEMORANDUM FOR WHITE HOUSE CHI

'FROM Dan Gllckman
'  Secretary

SUBJECT: YourMay 2] Meeting with the Norh Dafota Congreésienal Delegétion

Senators Kent Conrad Byron Dorgan, and Representatwe Earl Pomeroy have requested a
meeting with you to convey their strong concern about low farm commodity prices, declining
farm income, and the need, in their view, for more assertive trade actions on the part of the
_Administration to reverse thé decline in farm exports. Their meeting comes at a time when
farmers in North Dakota and elsewhere in the Northern Great Plains are growing increasingly

vocal about the fallmg pnces and their dissatisfaction w1th some features of the 1996 Farm Bill.

DI‘. I

Commod ity prices have fallen sxgmﬁcantly over the past 18 months Wheat pnces for
example, have declined by more than $1.00 from year-ago levels, to around $3 per bushel. U.S.
agricultural exports will likely fall below the current official estimate of $56 billion for FY98,
which is already down from last year’s $57.3 billion and the FY96 record of $59.8 billion.

_Although total U.S. farm exports declined 4.3 percent for the first six months of FY98, the fall
off has been more dramatic in a number 6f our key Asian markets: Korea (-40 percent), Japan
(-8 percent), Indonesia (-31 percent), and so on. Compounding the problems is record ‘
agricultural production worldwide, especlally among key exporting countries like Argentma,

- Brazil, and Australia, which means that commodity prices are likely to fall still more and remain
low at least through the remainder of thxs year.. : ‘

thle there are early warning signals throughout U.S. agnculture the problem seems to
" be much worse in North Dakota, where there are few alternatives to wheat production and where

* disease and natural disasters have seriously reduced production and farm i income for the past

three seasons. Neighboring states in the Northern Great Plains share this fate to a slightly lesser

degree (see May 5 Wall Street Journal article, attached). Continued large inflows of Canadian

- wheat has heightened the sensitivities of Northern Plains farmers, and recent reports that the

. European Union is sending a shipload (30, 000 tons) of heavily subsidized (360/ton) barley to

- California has fueled a public outcry among farmers in the Northern Plains, and their . '

, Congressronal deleganons, that the Administration is not domg enough to ensure fair trade for ,

: ag;nculture ' :

" . ANEQUAL OPPORTUNITY EMPLOYER -



2

| JI&N.QIIh.E AMM&MSM Recognizing that the rnarkets offer the
only hope for a significant upturn in demand, the Delegation has focused its attention on the
* Export Enhancement Program (EEP). The EEP is our export subsidy program for agricultural
commodities. Under it we calculate and award to the exporter a “bonus payment"” that buys
down the price of U.S. commodities to world price levels, makmg us price competitive. The -
EEP has becomc a mantra for farmers and their representatives in'this part of the country,
remembermg as they do our use of the program to move millions of tons of wheat and lesser
quantities of barley as recently as three years ago. In your meeting with them, the Delegatton '
- will agam rcquest that the prograrn be actwated for wheat and probably barley

EEP’s Eﬁq‘gvegggg, My Department has Tooked carefully at the economic and pohtlcal

“case for EEP in recent weeks. Our analysis shows that reacnvatmg the program for bulk grains
would at best have a modest, tempora.ry effect on farmgate prices under current world market
conditions. This is largely because the EU has been measured in the quantity of submdlzed
“ wheat they have put into world markets -- their wheat exports this year are down about

20 percent from a year ago. Also, reactivating the program for bulk grains could weaken our
credibility in the new trade round. In the just-concluded WTO Ministerial, we took a strong
'posmon in favor of further trade liberalization, and we want to negotiate away expon subsidies,
: not increase them

'I'he case is dxfferent for a processed grain product like flour where the EU has
aggressively subsidized its way to dominance of the world market and basically removed- us as a
player. Here every ton sold under EEP would result in additional exports. This led to my

“proposal to the Trade Policy Review Group three weeks ago that we initiate use of EEP for flour.
This was opposed by economic agencies, largely I believe on philosophical grounds, and in the
interest of a nmelv decision on related proposals I temporanly withdrew the request ’

'_ wlw In my v1ew we must show a more aggresswe response to the
combination of falling farm income and trade policy provocations. The Administration is being

viewed as passive and reacnve and we need to turn this around 1 recommend three spccxﬁc
actions: ‘ '

1) We should reactivate the EEP fot' wheat ﬂouri ,

2) We should immediately constitute a task force comprised of representatives of ‘
U.S.Trade Representative (USTR), U.S. Department of Agriculture (USDA) and -
U.S. Department of Commerce (USDOC) to explore all options available to us to
respond to any further sale of subsidized EU barley into this country. The task force

» vshould bring 1ts report thh options to the Trade Policy Revxew Group within 30 days.

3) The President should write a letter to ane Minister Chrent:n cndorsmg USTR -
" Barshefsky's and my request to the Canadian Wheat Board for a full audit of all their
- wheat and barley sales to.the U.S. and third countries (The Canadian-U.S. Free Trade



' Agreement (,ommns them to an aud\t of durum sales only, but we have requested a .
full audxt) :

If you would convey to the North Dakota Deleganon that we w1ll be taking these
three actions, I believe this would go a long way toward addressing their concerns. T will
‘undertake during the meeting to explain our decision not to proceed with using EEP for
wheat at this time. ,

_ Attachment
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Onthe Northern Plains,
Free-Market Farming
. Yields Pain, Upheaval .

After ,' Deregulatibn'. Drop
- In Wheat Prices Compels -

Many Growers to Quit

(WS —5S/5778

The Effect Spreads South .

o———

~ " By Seart KinMay
Staff Reporter of THE WALL STRERT Jurryay
. 'KENNEDY. Minn. ~ Cheap whest and
" bad weather are doing o Nathan Johnson
what they couldn't do fo three preceding
generations of his farming family, :

They are defeating him. -

Last year. a diu.e called scab wiped
oul half the wheat he planted on the
land around his family's 1887 homesiead
near the Canadian border. And now, u glut
of foreign wheat is pushing down the
grain's price at the local €levator to an

- unprofilable $3 a bushel. These days. Mr,

Johnson is trying to rent out his land and

looking for work in the city.

Ignoring the piate of homemade cookies
on the dining table, the lanky 13-yeur-uld
biond listens (o the spring rain pelt the

“kitchen windows and coniemplates moving
his wife and two daughters nut of the tidy
farmhouse where he grew up. “We caa't
aflord to lose any:more money. and
we know [arming is only going to get

_riskier,” Mr. Juhnson says. "IUS & heck of
a deal.” . ‘

An Ill Wind Blows ,

Across the Northern Plains, the long
migration away from agriculture is turn-
ing inlo a slampede. From Montana to

gMinnesota. thousands who made their
living growing wheat are quilting the daid

~ prarie. A blitzard of barnyard auctions is

sending chills down the Main Streetls of the

towns that live off farmers, '

“We're doing a sale every day.” says
Brad Olstad of Steffes Auctioneers Inc. in
Faryo. N.D. “Wheat is a dying crop.”

Bad years are nothing new around.
here. Wheat prices were lower in 1990,
when a similar coincidence of bumper
harvests around the giobe swamped the
murket. The drought of 1988 destroyed
wheat [lields. But none of thal was as.
deadly to farmers as what is happening’
nuw: deregulation. - o

Two years ago. Uncle Sam began
withdrawing from the decades-old busi-
ness of protecling farmers against the

vagaries of weather and markets. Grain

and cotton farmers no lohger receive
“deficiency” payments when prices ure
below target levels. Shelved, 100, was the
disaster-aid program that pumped 513
million into Kennedy and' the rest of
Kittson County after the 1988 drought.

1.4 million growers are receiving federal
checks to ease their transition tu a free
market - in [ixed amounts, dechning euch
vear until the pavments end in 2002, The
payments will total §5.3 billion this year.

amount to far less.than in bad times past.
They are to get $6.4 million this year. 137
less than in 1996, when wheal prices were
337 higher and harvests were bigger.

The botiom line: Many of Kitlson
County's farmers are suffering (heir big
gest linancial losses ever. "Deregultion s
turning nto a disaster for us.” says Duane
A. Lyberg. president of the Northwestern
State Bank in Hallock. the county seal.

So much land and used farm equipment
are flooding onto the local market that
prices are sinking. The number uf acres
- Kittson County furmers plant this month to,

omy. could fall to the lowest jeve! since
Wworld War {1. Some Tields might go {allow
for the-first time in generations. :
For lack of wheal. one grain elevalor
« was soid. For want of cash, growers arefar

Street merchants. The merchai s worry
“that the 0 or 50 farmers who are quiting’
might be Joined next {all by scores more.
It is a crushing loss for a county already so
“sparsely populated ~ mosily with descen-
dants of Scandinavian immigrants - hat
the county atlas makes room for fam:ly
pictures. .

A Spreading Malaise

_in the towet that state officials got a federal
grant last month to refrain hundreds of

Dakota Commissioner of Agriculture.

In the early stages of deregulation,
‘the Northern Plains were the hole in (he
' doughnut. Most everywhere else. the
changes were a boon for growers. The

growing economies of Asia had lifled crop
prices above Washington's old targels.,
With prices higher and the freedom
to plant without restrictions, growers in
the Midwest and the Mississippi Delta
have been [luriously switching aroong
crops, chasing the hot commodities. Corn

" has stormed the South. Soybean acreage:

has swelled by an area equal to all the’
farms in Michigan. Flush with cash. these
farmers have been on a shopping spree.
Sales of row-crop tractors jumped 2.9%
last year. The average price of Midwest
farm land climbed 9%.
But now, the inevilable is happening.
0.5, stockpiles of grain are balooning just
as the currency crisis in Asia is strangling
demand for American goods. Crop prices
are sinking back [o earth. The prce uf
soybeans is 21% lower than a year ago.

Corn is down 16%. And on top of this, the

transttion checks are beginning to shrink:
Agriculture Department economists are

~ slicing their forecast of this gear's. net

Farming still has its perks. Abaut -

But the federal dollars now comng.
to Kiltson County’s 330 farm operations

" wheat, long the stapie of the iocal econ-

| behind on paying their bills froni Maimn -

in North Dakota, so ma'ny are throwing

growers for other jobs. “['ve never seen it .
| asbad as this,” says Roger Johnson, North

Republican-controlled Congress repealed
‘crop subsidies — along with controls on
what and how much farmers could plant— -
" at a lime when soaring exports to the

i e oae .« xx g Tagw o v -

~ farra income by $2.6 billion to $43 billion.

down 17.6% from the 1996 record. .
Deregulation is facing its first big
political test. Across the Plains, whea: °
grewers are crowding into town halls.
€o-0p meeting rooms and high-school gvm-
nas:ums to listen to sympathetic legisia-
tors. Agriculture Secretary Dan Glickman.
stuiping in Aberdeen. S.D.. in April for a
farrer “safety net.” . .r-sscd a stand-

s ing-room crowd of 1,600 growers, twice

what organizers had expected.

No Fight Left

Sen. Richard Lugar. chairman of the
Senate Agricultyre Commiftee and an
architect of decegulation, is busy swatling
down proposals to roll back the “Freedom
to Farm™ law. But food executives, whose
companies benefit from unrestricted plani-
Ing. are nervous. "we're reaily worried
about a political backjash,” says Mike '
Anderson, president of 2 Maumee, Ohio.
gTain-processing company that bears his
family name. .- ‘ '

The situation in Kittson County sug-
gests that deregulation is staying. and
for a grim reason: Farmers are giving up.
Nobody is organizing the type of protests -
that altracted national attention the fast
time 30 many farmers here were in

“frouble. That was the mid-1980s debt crisis.

when Randy Swenson would travel from

his Kiitson County farm to Farge and
Bismarck to join demonstrators demand- ‘
ing a federal bailout. Now, the i6-year-oid

_grower is just quitling. J

“it’s ‘hard to make it here without
government help,” Mr, Swenson says.
“But I'm tired of farming the government.
I'm washing my hands of il,” he says of
what was a 1,100-acre wheal {arm.

Indeed. farmers. aren’t as attached

"1o their land as they were a decade agv.
" They learned 3 hard lesson {rom neighbors

who hung on 10 their farms too long, losing
their financial security for the troubie. The
survivors of the 1380s are quicker to cut
their losses and protect the family balance
sheel. : , .
After all, farming is becoming more
a business and less a way of life, To keep
up. growers today have 10 understand
evervthing from genetically engineered
crops and satellite mapping of sail types lo

‘hedging on the futures exchanges. The
. typical grain farm has assels of roughly

$300.000, .
Mr. Swenson's math is simple. The

government subsidy that generates about
a quarter of his wheat income IS evaporat-
ing. Growing something more profitable is
difficult this far north. So he.has taken a
job in a neighboring county ata bus-manu-
facturing plant where the starting wageis

$12.80 an hour. o )
~I'm glad we got the chance 10 raise

our Kids in the country.” Mr. S.wenson_sgy‘s
as his teenage sons chatter in the living
room. “But they're aimost grown up. ...
Now {'ve got to protect what we have,

L)
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" \While thal :s bad news
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Ylelds Paln and Upheaval

Luca banxers say ‘he\ have never
seen so many farmers quit on theiwr own.
for the local

economy generallv, it is Jimibng the
fallout. With former farmers flinding other
ways to make 2 ving, bad debts aren’t
snowballing as they did a decade ago: most
farm banks on the \onhem Plains are sull
healthy. '
So Little Time: ‘
“Unless the bankers get worried, noth-
. ing will get changed in Congress.” says
Bob Bergland, Agriculture Secretary dur-
ing the Carter administration, who lives in
nearby Roseau, where his family grows
wheat. "The hourglass is runnmg out fora
~ iot of farmers around here." ‘
Wheat prices will surely rise again.

But the long-term outlook is gloomy [or

places such as Kittson County, which was
built on wheat and now seems handcuffed
{0 it. The short-summers stunt most oxher
crops so farmers hefe can't nawgate the
markets as well as growers in the Midwest

v and the Delta.
And wheat pnce« are only going o

get more volatile under deregulation. It -

grows here because it's so hardy. That also
makes it 8 popular crop in a ot of other

countries, so U.S. wheat faces the most

~foreign competition of any major crop—

competition that many tarmers can no

- longer meet.
* Up the road in hennedy population
337, s0 many farmeis are quitting that
power-boat dealer, farm-chemical dealer

and City Councilman Jay E. Larson has

stopped posting farmi-auction notices on
the walls of his business. “'}t got toe damn
depressing.”’ Mr. Laison says. sealed at
his desk beneath brightly colored fishing
lures that dangle from the ceiling.
Farmers have yet to pay him $330.000
for the fieid chemicals they applied tast
year, So this spring. he is doing business
* on a cash-only basis. "It’s never been this
rough,” says Mr. Larson, 38.

with farmland coming fast onto the

market, real-estate prices in the county
are slipping for the first time in a decade.

" Good-quality (armiand that last year

fetched $1,000 an acriz now goes for $850.

And while many farmers are quitting on

_chippers,”

their own. some are being mrned away by
their banker. .
Difficult Refusals

“I've had to cut off a handlul of
guys. guys |'ve knowr forever, guys who
are my fnends,” says Wayne Gjervold,

manager of the Hallock branch office of

local lender Farm Credit Services. [t
hurts.”

inthe courmouse basement, the redera!
Farm Service Agency office 1s 50 swamped
wnh requests for emergency loans that a

copy-machine room and junk room. were

cleared out for space to take applications.
“A Iot of these farmers were your blug-

director.

Jim Tunheim, the state eglslator here,
" sits at his dining-room. table, pointing

all roung him, in the direction of farmers
he knows who are quitting. “Arnold,
Lamar, Troy."” he says. He stops at eight.

“They should have called it 'Freedom to go
broke.” We're going to disappear at this
rate.” -

While most merchants are tummg

against deregulation, one exceplion is
Steve Holmgren, manager of the Harvest
States elevgtor, which buys farmers’ grain

.and also sells farming supplies such as
fertilizer. Mr. Holmgren expects half his

customers to quit over the next several
years. But he aiso figures that the farmers
who pick up that land will be so big they
probably will want help throughout the

season, applying seed and fertilizer and
pesticides. And they will need Iots of -

advice. -
‘ “Farmmg used lo be 3 nobramer

_ You grew wheat, and if you couldn’t sell it,
* the government bought it.’

* Mr. Holmgren
says, puffing on his pipe as wheat-futures

~_prices flicker on the computer screen on

his desk, *'Deregulation.is going to swallow

"' the farmers who won't change.”

Heis sending employees to marketing
workshops, seiting up a Web site for
customers and experimenting with crops

such as canola. an oilseed popular northof

the border. He is arranging for 35 farmers
to grow a genetically engineered version

under contract with Monsanto Co., the St.

says Kelly 'I‘urgeon. county .

.Louts Molecinology company that e
signed the cop 45 a healthier substitue
for cocos buter. -

Among ttose farms is one owned by
the Rynning brothers, Robert and Time.
thy. [lourth-jeneration wheat growers.

About one-thrd of their 3,000 ‘acre farm-
now grows caiola. -

“1f we phnted evervmmg 10 whea!
like we ysed b we'd surely have lost the

farm by now.” says Robert Rynning, 34.

A Signature jcent

Changing :rops -has been hard. Ii
requires differnt gear and knowledge of
.diflerent disea:es and bugs. The first ime
Robert planted:anola. he left bare spots :n
the field. he hain't properly adjusted the
equipment for ‘he liny seed. Other sur-
prises: The yelow flower sinells like a -
wel diaper. andthe bees altract bears.

"The Rynning made money on canola
last year. Butl they cant plant much
more; fields must be rotated lo prevent.
disease. “We're still prefty much stuck
-with wheat.” says Timothy Rynning, "and
that makes us vulnerable.”

A warm spring is lelting farmers
get tnto their fields earlier than normal.

Standing in their barnyard, the Rynnings
spot sandhill cranes flying toward the
fading sun. They laugh as their biack
Labrador 'teaps at (rogs cmakmg from
inside a pothole.

Eventually the conversation turns to
buddies and neighbors who are leaving
farming. Timothy Rynning worries about
his wife, a teacher. School attendance is
certain to shrink. “Even if we make 1.
Timothy Rynning says in the gathering

darkness, “it's probably never going to be
as much fun.™ - ’

raising hopes for a good growing season. -
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© FY 1993 - 1997 ARD YEAR-TO-DATE CCNPAB.ISONS
_(IM THOUSANDS OF DOLLARS)

EXPORT MARKET: *ALL COUNTRIES®

FISH & FORESTRY PRODUCTS TU ®ALL CGJNTRI’ES'

NOTE:

* DENOTES HIGHEST EYPORT LEVELS SINCE. AT LFAS‘I FY 1970

AT (202) 720-9146 TO DISCUSS 'BICO’ REPORT

FISCAL YEARS (OCT-SEPT) | OCTOBER - MARCH
‘ : o . | COMPARISONS L
PRODUCT - 1993 1994 1955 1996 1997 | 1997 1998 "CHANGE
BULK AGRICULTURAL TOTAL................. 18,913,731 17,966,741 24,452,852 28,792,240 24,143,573 14,490,061 13,154,611  -9.23
123> | S 4,739,535 4,025,716 4,956,250 6,886,695 4,123,679 | 1,887,512 2,023,806 1.22
COARSE GRAINS..........000uun.s e 5,093,583 4,568,545 7,411,379 9,337,941 6,920,673 | 4,190,175 2,786,615 -33.50
1 (oS 768,082 890,875 1,050,286 1,003,899 961,155 | 571,637 641,244 11.01
SOYBEANS. ...\ ei it rrernaenses 4,606,097 - 4,160,933 5,274,426 6,312,093  6,950,019%] 4,961,477 4,972,366  0.22
COTTON. ..ot e it i inenines 1,537,660 ° 2,306,374 3,496,438+ 3,028,083 2,737,264 | 1,546,799 1,516,387 -1.97
TOBACCD......ovvvnnn. e .. . 1,442,763 1,260,181 1,329,050 1,392,705 1,611,617¢| 892,516 = 156,011 -15.29
PULSES........... e et 206,322 255,306 216,600 264,333 261,913 | 142,54 160,570  12.66
PEANUTS............... e eeiererees 219,891 170,365 274,136 215,011 232,986 | 111,536 120,358 © 7.91
OTHER BULK COMMODITIES............0nnt 299,798 328,445 © 384,284 351,485 - 343,661 1 179,823 117,252 -1.43
INTERMEDIATE AGRICULTURAL TOTAL......... 9,141,756 9,569,222 11,458,781 10,954,889 12 323,946%} s §52,215 6,864,396 4.6
WHEAY FLOUR. .%o aiuninnnneerarerennn 214,663 201,921 . 244,508 144,823 138,846 | 71,989 64,614 - -10.24
SOYBEAM MEAL. ......ocovvevnrirernennns 1,146,291 1,013,243 1,079,083 1,304,653 1,746,494%| 1,113,063 1,373,128  23.3
SOYBEAN OIL......... e 321,381 432,830 808,532¢ = 271,785 . 515,575 | .340 118 546,141 60.26
VEGETABLE OILS (EXCL SOYBEAN OIL}..... 495,900 607,929 917,500¢ 836,388 855,817 | 393,osa 513,718 30.70
"FEEDS & FODDERS (m PET FOODS)...... 1,724,045 1,718,881 1,891,213 1,949,734% 1,928,166 | 989,977 877,138 -11.40
LIVE MDALS............ e 482,177~ 588,473 517,995 . 547,865 622,082 | 331,155 410,427 23.94
HIDES € SKINS. ...ovvvirannenrvnninanes 1,271,308 1,422,854 1,719,435 1,649,306 1,672,653 | 851,164 715,905  -15.89
ANTMAL FATS. e it virennrnneneneianeen 509,809 536,795 810,164% 637,366 513,126 | 242,343 298,646  23.23
PLARTIHG SEEDS. . v vvvvvveneerirnsenten 664,124 615,223 619,331 126,674 923,988% 595,610 572,078 -3.95
SUGARS, SWEETENERS, & BEVERAGE BASES 561,573 638,366 667,480 659,740 720,290 | 345,599 327,090 -5.36
OTHER INTERMEDIATE PRODUCTS........... 1,744,485 1,792,707 2,123,539 2,226,556 2,686,307¢( 1,277,487 1,165,511 -8.1
COMSUMER-ORIENTED AGRICULTURAL TOTAL.... 14,747,283 16,320,585 18,717,630 20,047,654 20,793,043%110,199,055 10,456,182 2.52
SNACK .FOODS (EXCL NUTS) .......ov.enn.. 952,801 1,099,766 1,063,196 1,142,970 °1,251,786%] 627,241 . 668,799 6.63
BREAKFAST CEREALS & PANCAKE MIX...... . 256,343 284,999 270,322 . 317,618 341,993%) 166,596 180,561 8.38
RED MEATS, FRESH/CHILLED/FROLEN....... 3,100,335 3,193,569 4,012,862 4,306,998* 3,944,105 { 1,823,009 2,014,586  10.51
RED MEATS, PREPARED/PRESERVED......... 198,702 248,698 276,595 338,369 . 396,594+ 196,958 214,232 8.7
POULYRY MEAT....... e 1,030,729 1,420,335 1,892,070 2,384,234 2,516,107+ 1,310,849 1,192,678 . -9.01
DAIRY PRODUCTS. ..\ vvvieeineiienenennas 870,373 . 183,817 808,064 737,676 . 873,542+ 378,810 493,308 30.36.
EGGS & PRODUCTS. .ot ivieiinnniinrennns 141,590 151,457 165,595 - 208,610 ' 215,385%] 116,254 121,316 4.35
FRESH FRUIT. ..oirrenrveinnnrannonens 1,657,383 1,901,064 1,960,860 1,982,133 2,083,766%] 935,061 887,210 -5.11
FRESE VEGETABLES.........covvvvnnantae 997,305 968,665 1,136,564 979,614 1,068,169 | 524,279 570,407 8.80
PROCESSED FRUIT & VEGETABLES...... so.. 1,619,414 1,665,801 1,902,240 1,918,293  2,054,184*} 1,008,818 1,040,481 3.14
FRUTT & VEGETARLE JUICES.............. 460,611 516,096 631,735 665,145 684,695%] 320,314 - 311,102 -2.88
TREE BUTS......0viveivnnnacnnnes U 919,750 1,124,037 1,108,236 . 1,374,151% 1,282,777 | 775,815 705,698 -9.04
WINB € BEER.......covvenrencnnanennnns 386,793 481,742 623,246 613,569 117,613%] 330,320 356,015 1.80
NURSERY PRODUCTS & CUT FLOWERS........ 210,363 191,861 196,162 201,142 221,346%] 115,978 136,488 17.68
_PET FOODS (DOG & CAT FOOD)..... .. AM,97 558,552 619,712 676,922 744,720%] 372,500 384,545 3.23
OTHER CONSUMER-ORIENTED PRODUCTS...... 1,472,995 1,724,127 2,050,113 2,140,211  2,396,261*| 1,196,192 1,178,036  -1.52
FOREST mowcrs {(EXCL PULP & PAPER}..... 7,297,271 7,054,119 7,419,152 7,097,640  7,484,831*} 3,811,603 3,163,698 -17.00
LOGS AMD CHIPS....vvvvuennrennens Ve... 2,962,175* 2,683,610 2,876,933 2,654,307 2,433,708 | 1,287,436 887,560 -31.06
RARDROOD LUMBER. ......o0vvev-vuvneaa.. 1,061,700 1,101,869 1,196,207 1,185,382 1,418,007*| 666,508 647,685 = -2.82
SOFTWOOD AND TREATED LUMBER........... 1,431,542* 1,333,708 1,311,923 1,144,156 1,208,155 | 666,935 419,657 -37.08
PANEL PRODUCTS (INCL PLYWOOD)......... 895,836 940,886 1,014,050 996,928 1,121,541*| 562,657 575,513 2.30 .
OTHER VALUE-ADDED WOOD PRODUCTS....... 946,019 994,046 1,020,039 1,116,874 1,303,420%| 628,067 633,222 0.82
" FISH & SEAFOOD PRODUCTS, EDIBLE......... 2,927,684 2,912,246 3,172,280 2,867,170 2,686,990 | 1,393,231 1,142,410 -18.00
SALMOM, WHOLE OR msczmm ceree 592,280 526,962 538,337 -410,207 312,033 | 58,413 42,788 -26.82
SATMON, CANNED.......0nvvunvncnns vee.. . 169,296 . 137,828 190,939 158,897 135,380 |~ 72,461 14,628 2.99
_CRAB & CRARMEAT........ e eeereeeeens 423,19 313113 241,587 157,072 141,11 122,01 95,425 -21.83
SURDMI (FISH pnsm...........‘., ..... .0 230,576 309,369 371,893+ 239,337 322,810 | 191,321 193,076 0.92
ROB ‘& URCHIN (FISH EGGS}.............. 400,584 408,600  S01,060* 472,250 - 395,343 | 269,853 174,501 -35.33
OTHER EDIBLE FISH ¢ SEAFOOD........... 1,111,229 1,156,299 1, 328,463 1,369, 408 1,313,653 | 679 045 561 991 -17.24
" AGRICULIURAL PRODUCT TOTAL 42,802,770 43,856,548 54 629, 263 59, ?94 787+ 57,260,562 131 241, 330 30, 415 248 -2.45
AGRICULTURAL, FISH & FORESTRY TOTAL 53,027,725 53,822,913 65,220,695 69,759,597% 67,432,383 |36,446,164 34,781,356 . -4.57
ANALYSIS BY: COMMODITY ARD MARKETING PROGRAMS/FAS/USDA FOR MORE INFORMATION OR QUESTIONS, CALL ANNE PLAYER
SOURCR: U.S. BUREAU OF THE CENSUS TRADE DATA
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1415 LonawoRTH HOWSE OFFICE BUILDING
wasHINGTON, D.C, 20015
(202) 225-2331
Fax: (202! 2260831} - .

To: : The Honorable Erskine Bowl_es ba?e: 7 Fébmary 11, 1998

iFax'#: | (202) 456-1907 i - Pages: 2 includingthiscbver sheef.
_From:  US. Rep. David Minge (MN) | - -
Sﬁbject: Minnésota CREPPr‘oposal

Mr. Bowles,

I am writing as a follow-up to our conversanon of Tuesday, Feb. 10, regarding the
possibility that the Presment or the Vice President might be interested in participating in
the announcement of Minnesota’s Conservation Reserve Enhancement Program (CREP).

: 1 understand that USDA has tentatively selected Feb. 19 as the likely date for the
event, which will take place at the Minnesota Valley National Wildlife Refuge in
Bloomington, Mirinesota, Deputy USDA Secretary Richard Rominger is expected to
attend, as are Minnesota Governor Ame Carlson, U.S. Sen. Paul Wellstone and myself. It
would be a great tonor if President Clmton or Vice Would attend this ‘

. .CREP is a USDA program, administrated through the state’s ReinvestIn
Minnesota (RIM) program, that will set aside up to 190,000 acres of agricultural land in
easments in the Minnesota River Basin. These easements would consist of buffer strips
along the river as well as acreage in flood prone and wetland areas in an effort to reduce
both soil erosion and seepagc of toxins mto thc river. ' »

" The CREP initiative first became a reahty last fall with the approval of Maryland s
proposal in a ceremony attended by Vice President Gore. Both Minnesota and Illinois are
awaiting final approval of the:r proposals: anesota is cxpectmg to receive final
confi rmatzon thls week.
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This excellent program rcﬂects the true dedxcatxon of this White House .
administration toward achieving much-needed environmental improvements through
ecoriomic incentives that benefit communities in a wide range of ways. [ applaud
President Clinton and Vice President Gore, as well as officials at CEQ and USDA, for
their work on behalf of this important project. Their parncxpatlon in this event would -
make th;s event even more:- spectacular : :

: ‘c".

- If you havc any ques’tion‘s regarding the program or the event in Minnesota, please
feel ﬁ'ee to contact me or my Leglslauve Assistant Ross Bennett at 225-2331.

‘ Agam my thanks for your interest in the anesota CREP proposal

" Member of Congress

etk Wekean




Y X PN
A ‘ CHIEF OF STAFF TO THE PRES'DENT o ‘ﬁ"- .

wh_ o C/éef? . ,.
C/ZA éj /ny; -

- w%wﬂ .
&au/_zjé%ﬁﬂu




N e

' 92/11/98 17:03 016 » 94561907 S . nNo.B3@ PBBl

<7 R
o ‘ | S yrewac s
o s
' FAX TRANSMISSION A

U.S.REp. DAVID MINGE ~ . G
1415 LoNGwORTH HOUSE OFFICE Bunoing ' o
WasHINGTON, D.C. 20018
(202) 225-2331
Fax: {202} 226083}

“To: The Honorable Erskine Bowles  Date: - February i1, 1998 |

Fax #: (202) 456-1907 ‘ ‘ Pages: 2, mcludmg this cover sheet

From:  US.Rep. David Minge (MN) -

Subject: Minnesota CREP Proposal

Mr. Bowles,

I am writing as a follow-up to our conversation of Tuesday, Feb, 10, regarding the -
possibility that the President or the Vice President might be interested in participating in
the announcement. of Minnesota’s Conservation Reserve Enhancement Program (CREP).

I understand that USDA has tentatively selected Feb. 19 as the likely date for the .
event, which will take place at the Minnesota Valley National Wildlife Refuge in
Bloomington, Minnesota. Deputy USDA Secretary Richard Rominger is expected to
attend, as are Mirinesota Governor Ame Carlson, U.S. Sen. Paul Wellstone and myself. It
would be a great honor if President Clinton or Vice Would attend this

‘ monumental event . \—-—-—-....__...._—---. :

CREP is a USDA program, adrmmstrated through the state’s Reinvest In

- ‘Minnesota (RIM) program, that will set aside up to 190,000 acres of agricultural land in

easments in the Minnesota River Basin. These easements would consist of buffer strips
along the river as well as acreage in flood prone and wetland areas m an effort to reduce

: both soil erosion and seepage of toxins into the river. .

The CREP initiative first became a reahty last fall with the approval of Maryland’ _
proposal in a ceremony attended by Vice President Gore. Both Minnesota and Illinois are
awaiting final approval of their proposa.ls anesota is cxpectmg to receive ﬁnal
conﬁrmatlon this weck .
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Thxs excellem program reflects the true dcdxcatxon of this White House s
administration towird achieving much-needed environmental improvements through - =
economic incentives that benefit communities in a wide range of ways. I applaud
President Clinton and Vice President Gore, as well as officials at CEQ and USDA, for -
their work on behaif of this important project. Their participation m this event. would

 make this avent even more spectacular ' «

- Ifyou h_avc any questions regarding the program or the event in Minnesota, please
~ feel free to contact me or my Legislative Assistant Ross Bennett at 225-2331.

Again, my thanks for your interest in the Minnesota CREP proposal.

e

Member of Congress
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Notes for AMI Remarks

In general, AMI’s members tend to be the larger companies; the smallest companies belong to '
another trade group. Also, this group has a reputation for being fairly conservative. In
_addition to the USDA-speuf ic topics noted below, they WI|| also be’ mterested in

your observations on Washington i in general.

FOOD SAFETY

* New meat arid poultry inspection system — HACCP for Hazard Analys:s and Cntlcal
Control Points - is entering its 2™ year of operation. The large and medium sized
plants are operatmg under it; the small plants come under it next year. Initial reports -
- are very promising: salmonella rates are way down, for example and consumer groups
are extremely supportlve ~

While very wary before implementation, and even hostile - AMI referred to it as the
~ mega-reg - this group is coming around and begmnmg to be supportive. They know and
are begmnmg to take to heart a simple message: Safe food sells, USDA's latest quarterly -
* report on enforcement shows that, notwithstanding the high- prof" le recalls and plant
closures, comphance is running at 92%. : :

What is coming‘ up?

USDA Budget. Again this year, USDA has proposed user fees for meat and
poultry inspection service. The mdustr).ir hates it, and wﬂl like it has for the Iast
20 years, kill it in Congress

- We have proposed a $35 million dollar increase in USDA spendmg as part of the

President’s Food Safety Initiative — mostly research and help for state inspection

«progmms, AMI WIII be supportwe in general

Slngle Food Agency Last year’s budget included $300 000 for the Nauonal
Academy of Sciences study on whether there should a single food agency —
combining USDA’s Food Safety Inspection Service, FDA, and parts of
Commerce, who has seafood, EPA, and others — and Durbin has re-introduced

_ his. bill to create one. The next step for the Administration is to respond to the

initial phase of the report and to date, the Administration line is that its highest
priority is implementing HACCP and other regulatory 1mprovements before .'

. consndermg orgamzatlonal changes.

Enhamced Recall Authorlty In the wake of the August, l997 Hudson Food recall
| asked Congress to give me mandatory recall authority and the authority to

* impose civil penalties. AMI fought it, bitterly; Harkin re-mtroduced the b;ll and |
. expect this group to fight it again.



CONCENTRATION

_ "Whlle a contmumg concern, the recent drop in hog prices in November and December
greatly heightened the attention that the concentration of the meat packing industry has
received considerable more attention from farm groups and Congress in recent weeks.

“The industry will argue that while it is indeed concentrated, it is not anticompetitive and
that the concentration is not adversely affecting farmers and ranchers. : |

MANDATORY PRICE REPORTING

Several Democratic Senators and Members have for the last couple of years introduced

 bills to require the livestock packers to report to USDA the prices they pay for all
transactions. The argument being that with the growing concentration of the mdustry
and the dramiatic drop in the number of transactions that occur on the spot market — -
more and more they involve private contracts — the market ought to be more
transparent to farmers and ranchers.

AMI fought getting a provision added to the FY99 budget bill to require this - on
paperwork grounds as well as business confi dentlahty - and got Congress to adopt,
‘instead, a very limited pilot program. :

. Senator Daschle re- introduced his bill, which has begun to attract some limited
‘Republican support, and the Administration indicated it will send its own
legislation to Congress this sprmg

+  Meanwhile, I annotnced last week that | am looking into whether | can set up my‘
own system using existing authorities — | made it at the cattlemen’s association
-annual convention last week, and they support it. AMI WIll | expect, continue to

- fight the concept. ~

TRADE

* . EU Hormone Ban: The EU has until May 13 to lift the ban on irnports of beef
~ from the US grown with hormones, but has indicated it is not likely to do so and
is readying another study. Meanwh:le, we are drawing up a retaliatory list - if
this is not resolved, it has the potentual of a major trade war between us.
. Kore.a The industry is 'growing concerned about Korea’s failure to abide by its

Uruguay Round commitment on beef imports, specifically from the US; | have |
: ralsed the issue, but it remains a sore point. ©
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WASHINGTON, D.C.
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‘Honorable Franklm D. Rames
Director

Office of Management and Budget
~ 252 0ld Executive Office Building
Washington, D.C. 20503

Dear Frank:

[ am writing to ask for yourgg_zjgnaljnm[v_egti_o{n to facilitate settlements
of discrimination complaints related to the Department of Agriculture’s (USDA) -
‘programs, one of the most difficult civil rights problems at USDA. I am ‘
committed to settling these complaints in a fair and timely way, so it is crucially
important that USDA have a reliable source of funding that can be used when
needed and without detriment to USDA’s ongoing programs Let me repeat and
emphasize that last point: If the financing mechanism we are forced to use
cannibalizes our credit programs, the settlements we are making may, ironically,
‘undermine our breader civil rights initiatives and the progress we are making

‘In Apnl 1997, USDA proposed to OMB to use the financing and hqmdatmg
accounts established under the Credit Reform Act of 1990 to pay these
settlements. We believed this to be a prudent and reasonable approach to this
problem and still do. In June 1997, your staff requested that we draft a letter to
the Attorney General to request the use of the judgment fund because OMB :
intended that the )udgment fund would be used to cover these settlements. After
further discussion, USDA staff submltted a draft letter to your staff for review in
September ‘

We have now been advised that your staff proposes to use a combmatlon of
the judgment fund and liquidating accounts for settlements of complaints
- regarding loans obligated or guarantees committed prior to the October 1, 1991
effective date of the Credit Reform Act, but that all settlements related to loans
made subsequent to credit reform must be paid from program or salanes and
.» expenses accounts This proposal is not acceptable

Many of the settlements are hkely to apply to. actlons wlnch have occurred =
~ since 1991. Every dollar of new program budget authority used for this purpose
oowill result in a reductlon of $151in new direct farm operating loans or $85 in new



Honorable Frenklin D Raines _ - | a B 2 E

guaranteed leans Thus, every $500,000 settlement whxch is charged to new
program budget authority would have the effect of reducing our direct farm
operating loan program by almost $8 million or our guaranteed farm operating
loan program by over $42 million.  These loans are significantly targeted to the
same audiences we are trying to help with the settlements, thus, accounting for
them in this way will reduce, dramatically, the posmve work we are beglnmng to
do assisting these borrowers. :

Every dollar of the settlements apphed to our salaries and expenses.
~ accounts will aggravate the already serious problem we are having with’

- reductions-in-force and buyouts as we hve w1th1n the amounts appropnated by the _
Congress for these expenses

I am also concerned that we have been workmg on th]s issue for many
months and still have not reached an acceptable solution. Several of these
~ settlements are now due, so I am instructing that they be paid out of program
accounts with the caveat that these accounts will be repaid as quickly as possible-
after better sources of funding are identified. As I said, we continue to assert that
our initial position, that we proposed to OMB seven months ago, to use the
liquidating and financing accounts is the most apprepnate and preferred method
‘to settle these claims. :

Frank I really need your help on this issue. At a very fundamenta] level,
“our credibility, spemﬁcally the credibility we are earning by i 1mprovmg US DA’
civil rights performance, depends on solving this problem
Sincerely,
DAN GLICKMAN
'Secretaryv

. cc: Erskine Bowles Chlef of Staff to the Premdent / .
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'Honorable Franklin D. Raines
Director

Office of Management and Budget
252 0ld Executive Office Building
Washington, D.C. 20503 ‘

Dear Frank:

I am writing to ask for your s_wamwm_rh to.facilitate settlements
of dlscnm.matnon complaints related to the Department of Agriculture’s (USDA)
programs, one of the most difficult civil rights problems at USDA. I am
committed to settling these complaints in a fair and timely way, so it is crucially
important that USDA have a reliable source of funding that can be used when
 needed and without detriment to USDA’s ongoing programs. Let me repeat and
emphasize that last point: If the financing mechanism we are forced to use
cannibalizes our credit programs, the settlements we are making may, irom'cally,
‘ undermine our broader civil rights initiatives and the progress we are making. .

In Aprﬂ 1997, USDA proposed to OMB to use the financing and llqmdatlng
accounts established under the Credit Reform Act of 1990 to pay these |
settlements. We believed this to be a prudent and reasonable approach to this
problem and still do. In June 1997, your staff requested that we draft a letter to
the Attorney General to request the use of the judgment fund because OMB
intended that the judgment fund would be used to cover these settlements. Aﬂ:er
further discussion, USDA staff submitted a draft letter to your staff for revxew in
September..

fWe have now been advised that your staff proposes to use a combination of
the judgment fund and liquidating accounts for settlements of complaints _
regarding loans obligated or guarantees committed prior to the October 1, 1991
effective date of the Credit Reform Act, but that all settlements related to loans
made subsequent to credit reform must be paid from program or salaries and
expenses accounts. This proposal is not acceptable. :

o Many of the settlements are hkely to apply to actlons which have occurred
since 1991. Every dollar of new program budget authority used for this purpose
~will result in a reduction of $15 in new direct farm operating loans or $85 in new
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guaranteed loans. Thus, every $500,000 settlement which is charged to new
program budget authority would have the effect of reducing our direct farm
operating loan program by almost $8 million or our guaranteed farm operating
loan program by over $42 million. These loans are significantly targeted to the
same audiences wé are trying to help with the settlements, thus, accounting for
them in this way will reduce, dramatically, the p051t1ve work we are begmmng to
do assnstmg these borrowers .

Every dollar of the settlements'applied to our salaries and expenses
accounts will aggravate the already serious problem we are having with
‘reductions-in-force and buyouts as we live w1thm the amounts appropnated by the
- Congress for these expenses.

I am also concerned that we have been working on this issue for many -
months and still have not reached an acceptable solution. Several of these -
- settlements are now due, so I am instructing that they be paid out of program
accounts with the caveat that these accounts will be repaid as quickly as possible
after better sources of funding are identified. As I said, we continue to assert that
“our initial position, that we propesed to OMB seven months ago, to use the
‘liquidating and financing accounts is the most appropnate and preferred, method
to settle these claims. :

Frank I really need your help on this issue. At a very ﬁmdamental level
our credibility, specifically the credlbﬂlty we are earning by i 1mprovmg USDA’s -
-civil rights performance, depends on solving this problem

| | Sincerely,
DAN GLICKMAN
Secretary |

cc: Erskme Bowles, Chlef of Staff to the President / o .




