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NOMINATION HEARING OF THE
HON. EDWARD T. SCHAFER, TO BE
SECRETARY, U.S. DEPARTMENT OF

AGRICULTURE

Thursday, January 24, 2008

U.S. SENATE,
COMMITTEE ON AGRICULTURE,
NUTRITION, AND FORESTRY,
Washington, DC.

The committee met, pursuant to notice, at 3:36 p.m., in room
328—A, Russell Senate Office Building, Hon. Tom Harkin, Chair-
man of the committee, presiding.

Present or submitting a statement: Senators Harkin, Conrad,
Baucus, Lincoln, Brown, Nelson, Salazar, Casey, Klobuchar,
Chambliss, Lugar, Roberts, Cochran, Coleman, and Thune.

STATEMENT OF HON. TOM HARKIN, A U.S. SENATOR FROM
IOWA, CHAIRMAN, COMMITTEE ON AGRICULTURE, NUTRI-
TION AND FORESTRY

Chairman HARKIN. Good afternoon. The Senate Committee on
Agriculture, Nutrition and Forestry will come to order.

This afternoon, we meet for a hearing on the nomination of Ed-
ward T. Schafer, former Governor of North Dakota, for Secretary
of Agriculture. I welcome to the Committee Governor Schafer. I
also want to recognize and welcome your wife, Nancy, and your
daughter, Kari, as well as a good number of North Dakotans who
are here with us this afternoon. Of course, you are flanked by our
distinguished colleagues, Senator Conrad, Senator Dorgan, and
Congressman Pomeroy.

It is a fact too seldom fully appreciated, I think, that the respon-
sibilities of the Secretary of Agriculture touch the lives of all Amer-
icans and millions of others around the world on a daily basis.
Each and every one of us depends on our food and agricultural sys-
tem and have a vital interest in the wide range of activities at the
Department of Agriculture.

In my State of Iowa, strong, forward-looking leadership at the
Department of Agriculture is critically important. Agriculture is
the cornerstone of our economy. We treasure our way of life in our
small towns and rural communities. We understand the true value
of soil and water and other natural resources. We are committed
to conserving them and improving them and saving them for future
generations. We are optimistic about our growing role in producing
energy and bio-based products for the future.
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So it is encouraging, Governor Schafer, that you also come from
a State with similar deep connection and appreciation for agri-
culture and rural communities. I commend you for the pride you
take and the inspiration you draw from your family’s heritage in
agriculture and rural communities. Your experience as Governor of
North Dakota should serve you well as Secretary of Agriculture.

Among your key responsibilities is faithfully carrying out the
laws that Congress writes and the President signs. Currently, we
face a big challenge in completing a new farm bill for you to imple-
ment. The Senate and House of Representatives have each passed
their versions of the farm bill. Both bills have significant improve-
ments and reforms to benefit agriculture, rural communities, and
our nation as a whole.

In our Senate bill, we continue and improve a solid farm income
protection system. We make critical new investments to preserve
our resources, promote rural energy initiatives, alleviate hunger
and malnutrition, and boost the economy and quality of life in
rural communities. Unfortunately, we do not yet have the support
of the President for funding the critical forward-looking invest-
ments crafted by the Agriculture Committees and approved by both
the House and the Senate. We have a good deal of hard work and
negotiation with the White House ahead of us on the new farm bill.
Yet with my colleagues and with my Ranking Member, Senator
Chambliss, with our two counterparts on the House side, we have
begun to work together. I believe that we will reach agreements
and we will have a bill for the President in short order.

For Governor Schafer, we look forward to working with you. We
are counting on your help in working out differences in order to
enact a new, sound farm bill for our nation.

Again, we welcome you to the Committee. We look forward to
your testimony.

I will now turn to our Ranking Member, Senator Chambliss.

STATEMENT OF HON. SAXBY CHAMBLISS, A U.S. SENATOR
FROM THE STATE OF GEORGIA

Senator CHAMBLISS. Thank you very much, Mr. Chairman, and
Governor Schafer, welcome to the Agriculture Committee. I am
very pleased to see that you are surrounded by three folks who
know and understand agriculture. Senator Dorgan and Senator
Conrad, obviously I have had the pleasure of serving with over
here, and my good friend, Earl Pomeroy, I had the pleasure of serv-
ing with for 8 years in the House and working very closely with
all three of these gentlemen for what we know to be the best agri-
cultural products produced in the world today. I am pleased that
they are here to show their support to you.

First of all, I want to show you something. This is a bag of Geor-
gia peanuts, Governor, and——

[Laughter.]

Senator CHAMBLISS [continuing]. You all don’t grow many of
these in North Dakota. I hope you don’t start growing any, because
we certainly can’t grow wheat, soybeans, and corn the way you do
in North Dakota, but we grow a darn good peanut and I want to
make sure you get plenty of them at your office to start you off
right.



[Laughter.]

Senator CHAMBLISS. And we will even throw in some Diet Cokes.

[Laughter.]

Senator CHAMBLISS. Mr. Chairman, I do thank you for holding
this important hearing to consider the nomination of Governor Ed-
ward Schafer for the position of Secretary of the United States De-
partment of Agriculture. It is a credit to you and your staff in the
middle of farm bill negotiations that you have taken the time to at-
tend to this important business, and I look forward to reporting the
nomination favorably out of committee and quickly approving the
nomination on the Senate floor. A swift confirmation will ensure
that the Department of Agriculture has the necessary leadership to
fulfill its mission on behalf of the American people.

Governor Schafer, I congratulate you on the nomination by the
President. I would also like to welcome your wife, Nancy, and your
daughter, Kari, to the hearing today. I understand and regret that
your children Tom, Ellie, and Eric couldn’t be here, but certainly
they are all justly proud of you and I commend them for their great
support of you. I hope your visit today will be a short yet produc-
tive one, and I am certain it will. I know it is a proud day for you
and your family and for the entire State of North Dakota.

The Senate is pleased that the President has extended his con-
fidence in you and provided us with an opportunity to fill this crit-
ical position in timely fashion. Your predecessor, Secretary
Johanns, established a high standard for the position of Secretary,
and certainly Chuck Conner has served admirably as Acting Sec-
retary in his absence.

As every member of the Senate Committee on Agriculture well
knows, the position of Secretary is critically important not only to
America’s agricultural producers, but to every U.S. citizen that con-
sumes products that our farmers produce. Arguably, no member of
the President’s cabinet has a greater or broader responsibility than
the Secretary of Agriculture. From overseeing the major commodity
and conservation programs to administering the food and nutrition
programs, the Secretary of Agriculture touches almost every sector
of our society today.

Our most basic strength as a nation resides in our ability to
produce a safe and affordable food supply. We are blessed that we
can share this bounty not only with our citizens, but with other na-
tions, as well. American agriculture is at a critical intersection and
you are coming in at a very critical time, with the promise of a new
farm bill in one direction and the uncertainty of government inac-
tion on the other. Unless Congress and the administration can
work collaboratively to pass a farm bill, our farmers and ranchers,
despite the high prices they currently enjoy, will be forced to go to
their lenders without the strong backing of the Federal Govern-
ment. In today’s uncertain economic climate, it would be irrespon-
sible to abdicate our responsibilities to rural America in the pursuit
of legislative options that do not enjoy broad Congressional sup-
port.

As you know, the U.S. Senate overwhelmingly passed the Senate
version of the farm bill in a strong bipartisan way under the lead-
ership of Senator Harkin. Such broad support of farm policy is un-
precedented in the Senate’s long history. It is our hope to pass a
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farm bill and have it signed into law in the short term so that we
can then turn toward the important business with the Department
of Agriculture of implementing that farm bill.

The fact that the President nominated you speaks to your high
level of qualification to assist us in the final stages of the farm bill
process and furthermore represent our farmers and ranchers
around the world in critical trade negotiations.

So Governor, I will submit the rest of my statement for the
record, but I just want you to know that we really do look forward
to moving this nomination, to working very closely with you as we
complete the conference process on the farm bill, and look forward
to working with you on the implementation of that farm bill.

Thank you, Mr. Chairman.

Chairman HARKIN. Thank you, Senator Chambliss.

Normally, the Chair would recognize the Senators in the order
that they come, but I think today, since this is a nomination hear-
ing, I would go back and forth, one side to the other, and I know
Senator Baucus has a scheduling problem anyway. Any comments,
if you keep them relatively short, I am sure would be appreciated
by our nominee and all, so I would recognize Senator Baucus.

STATEMENT OF HON. MAX BAUCUS, A U.S. SENATOR FROM
THE STATE OF MONTANA

Senator BAucus. I thank you, Mr. Chairman. I thank the indul-
gence of my colleagues and I will be quite brief.

Governor, I very much welcome you to Washington to your new
job and I especially compliment you on the choice of Nancy——

[Laughter.]

Senator BAUCUS [continuing]. A Turner, Montana, lady, next to
North Dakota—mnot too far from North Dakota, a little closer to
Canada, but a little closer to North Dakota, and so you are flanked
not just by two great Senators and a great House member, but also
by your wife, who very much understands agriculture and I know
will be a very strong advocate for agriculture in your household, so
I thank you very, very much.

You in your prepared statement said that Abraham Lincoln
called the Department of Agriculture “The People’s Department.” I
just might say that sometimes we wonder here if the Department
really is still the People’s Department based upon what your prede-
cessor sometimes said. It seems to many of us that the Department
has been a little more concerned with Washington Post and Wall
Street Journal editorials than it is with real folks, the farmers and
ranchers in our States. So if the Department really is the People’s
Department, and I think that is an apt quote, we clearly want it
to remain the People’s Department, and that is farmers and ranch-
ers, not East Coast editorial writers.

I am also a little concerned, frankly, that when the Secretary,
your predecessor said that there was no need for an agriculture
disaster assistance title that is in this farm bill, there clearly is be-
cause you never know when disaster is going to strike. If the title
is already in place in there, I think it just helps our farmers and
ranchers have a sense that they can continue to farm and that
their livelihood, that they can stick with it.
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I am also a little concerned when your predecessor wanted to
close a lot of Farm Service Agency offices. The number of offices to
be closed—announced to be closed in Montana—is about 1.2 per-
cent of the State FSA budget, but it would close about 14 percent
of our State’s offices. As you know, in the farm bill we have said,
no, no, we are not going to close most of these FSA offices. We put
a little limit on it so that the closures are more related to efficiency
and not as widespread as is in the bill.

Further, we are a little concerned when the President says he is
not going to sign a farm bill that is one penny over baseline, yet
his own budget baseline is $8 billion over. It just seems to us
that—and we urge you when you are confirmed to go back and re-
view that position so that when you are standing up for farmers
and ranchers, that maybe you modify that statement along the
lines that make more sense for agriculture.

Finally, I just wanted to thank you very much and remind you,
and I know Nancy is going to remind you, that agriculture is our
most important industry in Montana. I am sure she has deep roots
still in Turner. Welcome, and I just tell you to fight for agriculture
and work very closely with this Committee. The farm bill, as you
know, passed by 80 votes—79 votes. We put all politics aside to-
tally. This is a totally nonpartisan bill. We want to do what is right
for agriculture, and I very much know that you will approach your
job in very much the same fair mind.

So thank you very much and I wish you good luck.

Mr. SCHAFER. Thank you, Senator.

Chairman HARKIN. Thank you, Senator.

Senator Lugar?

STATEMENT OF HON. RICHARD G. LUGAR, A U.S. SENATOR
FROM THE STATE OF INDIANA

Senator LUGAR. Thank you very much, Mr. Chairman, and wel-
come, Governor Schafer. Congratulations on your nomination. I
would just encourage you to work with the President, to work with
the cabinet. We are in difficult times economically in our country
and job creation in agriculture is as important as job creation ev-
erywhere else. Stability of rural banks and our countryside is going
to require teamwork with the Secretary of the Treasury, Com-
merce, as well a the administration. So you come in at a time of
crisis, but it is very important that you be confirmed quickly so
that we have a seat at the table and we look forward to working
with you.

Mr. SCHAFER. Thank you, Senator.

Chairman HARKIN. Thank you very much.

Senator Nelson?

STATEMENT OF HON. E. BENJAMIN NELSON, A U.S. SENATOR
FROM THE STATE OF NEBRASKA

Senator NELSON. Thank you, Mr. Chairman. I, too, want to ex-
press my congratulations and appreciation for your willingness to
take on a very difficult responsibility at a difficult time. You are
stepping into the middle of a process because of the departure of
your predecessor and I am hopeful that as you step into this, as
we have discussed, that you will find that you can be a partner



6

with the Chairman and the Ranking Member of this Committee as
well as with the House committees and work together with us as
committees to bring together a farm bill or a Food and Energy Se-
curity Act for 2007 so that we can move forward in so many dif-
ferent areas.

I know that there is a lot of frustration with the closure of the
ten FSA offices in Nebraska. We didn’t feel that that was done in
an appropriate fashion any more than we think it was in other
States. It was not well thought through. I hope that because of the
inclusion of that in the farm bill, that you will look at that very
carefully when you get into the office to work with us, given that
legislation.

I have expressed to you my concern about how we can work to-
gether to put more pressure on certain Asian countries with respect
to the exporting of our beef. We run into challenges, continuing
challenges in Japan to get to the level of exports that we were be-
fore the BSE scare, and the same thing is true in the Republic of
Korea. I have worked very closely with their Ambassadors. 1 felt
that I did not have adequate support from the USDA in that effort.
I would have to describe the effort that I saw as anemic, at best.
I think if you can help us in a robust fashion, we can make the
difference not only with respect to beef, but with other areas of
trade that involve agricultural products.

There have been improper payments. I think you have probably
followed that. A person doesn’t have to know much about Lexis or
Nexis to find out if somebody is alive or dead, certainly with re-
spect to the payments. Now, we have put that language into the
bill even though it was not necessary to be in the bill, but it was
almost like saying, and this time we mean it. Get it right. So you
are going to have us looking over your shoulder from time to time
saying, now are you getting it right?

But I think you can see that there is a great deal of comity—
sometimes comedy as well—but comity within this Committee, dif-
ferent ideas about how to go about things, but a generally positive
atmosphere with which to work.

So what I would like to say is you don’t have to be caught in a
vise. You can escape the vise by becoming a partner with this Com-
mittee and I hope you that you will find a friendly partnership
with us. We intend for that to be the case, and from our years to-
gether as Governors and neighbors, you know exactly how to do
that and I am looking forward to working with you. My congratula-
tions again to Nancy and to your daughter and to the North Dako-
tans for this nomination. I hope we can get it done quickly.

Mr. SCHAFER. Thank you.

Chairman HARKIN. Thank you very much, Senator Nelson.

Senator Roberts?

STATEMENT OF HON. PAT ROBERTS, A U.S. SENATOR FROM
THE STATE OF KANSAS

Senator ROBERTS. Yes, thank you, Mr. Chairman, for scheduling
this hearing so quickly upon our return, and hopefully Congress as
a whole will move as expeditiously this year, not only on the stim-
ulus package but the farm bill, as well, and the whole series of
issues where we have to move.
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I am really pleased to be here today on behalf and to lend my
support for our nominee. I know that we have met on many occa-
sions and discussed agriculture program policy, and so I simply as-
sociate myself with the very good remarks of my colleagues.

Being from North Dakota, I think we have to underscore that he
has a solid understanding of the importance of agriculture, and in
particular the importance of production agriculture. I am always
amazed lately that, I don’t know, for some reason, about the lack
of understanding over the value and the contribution of production
agriculture to our society today. This is something that has to be
worked on over time.

We really need somebody, as has been referred to, with a healthy
dose of common sense to be the lead spokesman for U.S. agri-
culture, standing up to attacks on our farm programs from those
who either don’t appreciate it or don’t understand that America’s
farmers and ranchers still produce the safest and most abundant
and affordable food supply in the world. They produce not only for
our country, but for a very troubled and hungry world.

You are riding with the Conrad, Dorgan, and Pomeroy posse, and
they know that and they have been outstanding spokesmen and
champions for production agriculture. They have been singing that
anthem ever since the Sons of the Pioneers sang for Roy and Dale.

[Laughter.]

y Senator ROBERTS. That may date Earl a little bit, but I don’t
now.

And so I hope you are up for it, Governor. I have a question over
direct payments, but I will yield at this time on behalf of other
members and we will wait for the questions. Welcome aboard.

Mr. SCHAFER. Thank you.

Chairman HARKIN. Thank you, Senator Roberts.

Senator Casey?

STATEMENT OF HON. ROBERT P. CASEY JR., A U.S. SENATOR
FROM THE STATE OF PENNSYLVANIA

Senator CASEY. Mr. Chairman, thank you very much. Governor,
thank you for your willingness to put yourself forth as a nominee
for this office. We appreciate that and we appreciate your service
as Governor of your State. It is a commitment that I know that
your family makes, as well. We are grateful for that. And as Sen-
ator Roberts and others have said, you have got quite a team
around you, two distinguished Senators and a member of the
House with you. It is quite a line-up. You have got a good team
around you.

I want to thank you, also, for taking the time to sit in my office
back in early November to talk about some of the challenges that
Pennsylvania faces. It is a major, really, the No. 1 industry in our
State. We talked at that time about dairy, and people on this Com-
mittee know that I have talked a lot about this, but the cost of pro-
duction for dairy farmers is a huge concern and you know as well
as I do, these people, these families lead lives of struggle, very dif-
ficult lives when the cost of everything in their life that is relevant
to their cost of production is going through the roof, feed and fuel
and other costs, as well. I will have a number of questions probably
for the record to submit to you to answer.
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I guess one thing that is looming over this hearing today, and I
think any of our discussions about the country, about our economy,
even in the context of short-term economic challenges, is the farm
bill. We are very concerned about it, and I am not just concerned,
we are disturbed by the President’s veto threat. I know you will be
asked about that today and we would ask you to talk about that
in terms of responding to your sense of that, why you think he is
headed in that direction. If he is, I hope he changes course.

But we are very concerned about that and very concerned about,
after all the work that got done in this Committee by our Chair-
man and Ranking Member and everyone at this table, and some
did a lot more than others. So many people worked very hard. The
staff worked month after month at times when it seemed the thing
was doomed and it would come back to life and it got done in a
bipartisan way. So we are very concerned about the unraveling of
thla{lt bipartisan consensus by an action that the President would
take.

So we would ask you to speak to that, but we are just grateful
that you would put yourself forward as a nominee and we look for-
ward to hearing your responses to questions. Thank you very
much.

Chairman HARKIN. Thank you, Senator Casey.

Senator Cochran?

STATEMENT OF HON. THAD COCHRAN, A U.S. SENATOR FROM
THE STATE OF MISSISSIPPI

Senator COCHRAN. Mr. Chairman, thank you. We appreciate your
holding this nomination hearing in such a timely manner. It is im-
portant, as we all realize, for the position of Secretary of the De-
partment of Agriculture to be filled as we negotiate a conference
agreement with the House on the farm bill. I hope the Committee
and the Senate will take prompt action to approve this well-quali-
fied nominee as the new Secretary.

Mr. Chairman, I ask unanimous consent that the balance of my
remarks be printed in the record

[The prepared statement of Hon. Thad Cochran can be found on
page 42 in the appendix.]

Chairman HARKIN. Thank you very much, Senator Cochran.

Senator Salazar?

STATEMENT OF HON. KEN SALAZAR, A U.S. SENATOR FROM
THE STATE OF COLORADO

Senator SALAZAR. Thank you very much, Chairman Harkin. Let
me first congratulate Governor Schafer and let you know that you
are surrounded by three people who I consider to be champions for
rural America and champions for agriculture. /Senator Dorgan,
Senator Conrad, and Congressman Pomeroy bring that voice to
what I sometimes call the forgotten America in a way that is un-
equal here to the U.S. Senate and to the U.S. House of Representa-
tives. So you have surrounded yourself with some supporters.

Therefore, I think that your nomination here is not in question,
but you do have, I know, some challenges ahead, I think especially
when you look at the fact that you will have a very short time,
frankly, to be in the position of Secretary of Agriculture, and so I
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want to say just two or three things and I will submit my formal
statement for the record.

The first is, like with all of us, your Department affects my State
in a very significant way. We have 31 million acres of farmland
and ranchland. In addition, we have 31,000 farmers and ranchers.
In addition to that, there are about 14 million acres which are
under the jurisdiction of USDA which are either Forest Service,
U.S. National Forests, or grasslands. So you affect a huge percent-
age of the lands in my State and there will be a host of issues that
we want to work with you on.

Two priorities for me, just off the box, I join the rest of this Com-
mittee in saying we need to get that farm bill done and we need
to get it done very soon and we need the administration to be help-
ful to us as we get that across the finish line. I think that coming
in when you have 1 year left, it would be a great thing if what you
can do is to help us implement the bill. You know, it is one thing
to pass a bill. It is another thing to make sure that it gets imple-
mented in the right way, and hopefully you can join the rest of us
in being Ambassadors for what I consider to be one of the best
farm bills that I think this country has ever seen.

Finally, in my State, with respect to Forest Service lands, we are
getting eaten up by a beetle called the bark beetle, which has at-
tacked about 1.5 million acres of lodgepole pine. It is having a dra-
matic effect throughout the Western slope. It has spread out into
Wyoming and into Utah and even up into Idaho, and so it is an
issue that I have worked on for several years and I will look for-
ward to working with you on that, as well.

Thank you, Mr. Chairman.

[The prepared statement of Hon. Ken Salazar can be found on
page 46 in the appendix.]

Chairman HARKIN. Thank you very much, Senator Salazar.

Senator Coleman?

STATEMENT OF HON. NORM COLEMAN, A U.S. SENATOR FROM
THE STATE OF MINNESOTA

Senator COLEMAN. Thank you, Mr. Chairman. Mr. Chairman,
thank you for holding this hearing and your efforts to move this
nomination along. I am thrilled that our neighbor, my neighbor and
friend has been nominated by the President to be Secretary of Agri-
culture. I wholeheartedly support this nomination and I look for-
ward to us moving it quickly. We need you now.

It is great to have somebody from our neighborhood who under-
stands the concerns and needs of certainly our folks in the Red
River Valley, some of the special needs they have when natural dis-
aster strikes, but just across the border. As former Mayor of St.
Paul, I think history shows that it was actually North Dakotans
who may have founded my city, so there is a long-term tie there.

It has been mentioned about the bipartisan nature of this Com-
mittee. With all the bickering that goes on in Washington, with all
this kind of negative partisan divide, this Committee has been a
haven, a safe haven from that. Senator Conrad’s leadership on the
farm bill, working with those of us on the other side of the aisle,
and that was never an issue was what is right for farmers, what
is right for American agriculture. That relationship goes across the
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board with Senator Dorgan and Congressman Pomeroy. So it is a
special place and I think you bring special qualities to that.

I have often found that a key to negotiation is two things, humil-
ity and a capacity to listen. I have a friend of mine, Ward Braham,
who told me a story one time that he was on a flight coming back
to Washington. He sat down next to this guy. They had this tre-
mendous conversation the whole flight and they kind of became
good buddies, and at the end of the flight, he got up and said, well,
what do you do, and the response was, “I am Ed Schafer. I am the
Governor of North Dakota.” He never bothered—didn’t start his
conversation with his position. He sat there and listened with a
sense of humility and created a relationship.

We are going to be in the midst of some negotiations of a farm
bill and I think it requires a good listener. It requires a sense of
humility. The administration doesn’t always get it right, and per-
haps we don’t, either. But I think you bring those qualities, and
then perhaps most important, where I started, as someone who
cares deeply about American agriculture, and certainly from this
Senator’s perspective has a unique understanding of the needs that
we have.

So I think we have found an individual, Mr. Chairman, who has
all these qualifications and I hope we move this nomination along
very quickly. Thank you, Mr. Chairman.

Chairman HARKIN. Thank you, Senator Coleman.

Senator Klobuchar?

STATEMENT OF HON. AMY KLOBUCHAR, A U.S. SENATOR
FROM THE STATE OF MINNESOTA

Senator KLOBUCHAR. Thank you, Chairman, for holding this
hearing. Congratulations, Governor. I noticed that the Chairman
has made sure that all of your neighbors are here at the end of the
table, with Minnesota and South Dakota. It may have had some-
thing to do with seniority, but we are here for you.

[Laughter.]

Senator KLOBUCHAR. I actually was thinking about our common
border in North Dakota and seeing all these fine Senators and Con-
gressman Pomeroy up here, a story that I think I told Senator
Conrad, and that was when I first started running for the U.S.
Senate. I called Collin Peterson. I didn’t know him very well and
I said, if I drive 4 hours to Detroit Lakes, will you meet with me
for 15 minutes? He said, OK. I said, we will talk agriculture policy.
I said, OK. I drive there. I met with him for about an hour and
I had this chart that I had put together of all the direct payments
and countercyclical payments and I was trying to figure out how
it all worked and he finally said, “You know what? The farmers
just want a fair deal. No one understands this stuff except ten peo-
ple in the country and nine of them live in North Dakota.”

[Laughter.]

Senator KLOBUCHAR. So I decided that four of them are right
here up at this table.

[Laughter.]

Senator KLOBUCHAR. As you know, Governor, Minnesota is the
sixth-largest agricultural producing State in the Nation and the
fourth-largest represented on this Committee. We care a lot about
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this farm bill. So my message to you is that we have to get this
farm bill done.

I have heard it not just from farmers in our State. I went to 47
counties over the recess, from Southern Minnesota way up to—I
am going to attend Senator Conrad’s marketplace event up in
Grand Forks, and I heard it again and again. But I also heard it
from people who were in non-agriculture jobs, in smaller towns
who are seeing this revolution that the 2002 farm bill produced.
And I also heard it from hunters at the National Pheasants For-
ever event, who really want to get this done.

And I would add one thing. I know we talked and you pledged
to continue to work with us on some of the subsidy reforms, espe-
cially the amendment that I had for the AGI reform, as we go for-
ward and I hope that will be part of the conference discussions and
discussions with the White House. I think the money should be
going to family farmers, so thank you very much.

Mr. SCHAFER. Thank you, Senator.

Chairman HARKIN. Thank you, Senator Klobuchar.

Senator Thune?

STATEMENT OF HON. JOHN THUNE, A U.S. SENATOR FROM
THE STATE OF SOUTH DAKOTA

Senator THUNE. Thank you, Mr. Chairman, and Governor, wel-
come to the Senate

Mr. SCHAFER. Thank you.

Senator THUNE. And to the Senate Agriculture Committee, where
you find out that even though you are the star of this hearing, you
have to listen to all of us talk before you get your chance.

[Laughter.]

Senator THUNE. And to be accompanied with fully one-half of the
Dakota Caucus in the Congress, and Earl and I were—I wish I
could say 2 percent of the House when we were the Dakota Caucus
over there, but we could have had our meetings in a very small
room.

I do think that when you represent our area of the country, you
have a great appreciation for the importance of agriculture. I think
in South Dakota today, the wind chills were 30 below and the ac-
tual temperature was about seven below and I suspect it is even
colder than that in North Dakota, but people in our——

Senator CONRAD. No, no, it is not.

[Laughter.]

Senator THUNE. Once again, Conrad is trying to manipulate the
numbers, but——

[Laughter.]

Senator CONRAD. South Dakota payments just went down.

[Laughter.]

Senator THUNE. But in any event, I think you have to be a tough
breed to live in the Upper Midwest and this farm bill is really im-
portant. It is important that we get it done, and I think you know
that. I know the administration has not been happy with some of
the provisions in either the House or the Senate bill or how it is
paid for, for that matter. But I know one thing is certain and that
is that we need to get a bill through. Our farmers and ranchers
need it, not just in the Dakotas but all across this country and I




12

think we have struck a very good balance in a strong bipartisan
bill here that addresses those needs.

One of the issues, of course, that I visited with you with when
you were in my office was the importance of renewable energy in
that whole equation now and how that has dramatically impacted
prosperity in agriculture in places like the Dakotas and it impor-
tance. Senator Nelson and I worked closely on some provisions in
the energy title of the farm bill that I think will help move for-
ward, advance biofuel, cellulosic ethanol, and I think that there are
some great opportunities there, and so that is why moving this bill
is important not just from the food and fiber standpoint, but also
from the fuel standpoint. I know that we are going to count heavily
on your negotiating abilities because they will be tested based on
some of the differences that exist between us and the White House
on the bill.

The other thing I will mention just briefly, because it is an im-
portant part of this farm bill, as well, is the conservation title and
the sustainability of agriculture is—that title is so critical to sus-
tainability of agriculture. I believe that farmers and ranchers are
great stewards of the land. I also think that they are being asked
to do more and more to maximize their production and we have got
to give them the tools that they need so that they can manage and
care for those lands. It is really important in our State from a wild-
life habitat standpoint, as well. So many of the provisions in this
farm bill are very good for conservation and I hope we can keep
those in the final bill.

I would just conclude by saying again that we welcome your will-
ingness to take on this position and look forward to moving very
quickly to get you confirmed. Mr. Chairman, we hope that that will
happen soon and we will be able to move the nomination to the
floor of the Senate and get you up and going on the job, and hope-
fully you can work with us to get a farm bill passed. Thank you.

Chairman HARKIN. Thank you, Senator Thune.

Senator Brown?

STATEMENT OF HON. SHERROD BROWN, A U.S. SENATOR
FROM THE STATE OF OHIO

Senator BROWN. Thank you, Mr. Chairman. Governor, nice to see
you again. Thank you for joining us. My only real advice would be
to listen to one of the best delegations here, your two Senators and
your Congressman, who have been great advocates for North Da-
kota and for family farmers around our country.

Just a couple of things briefly. I held a series of roundtables with
farmers in all parts of my State last year and one of the ideas that
came out of that is something that Senator Roberts and many of
us worked on and the Chairman did, on the whole issue of average
crop revenue, to build the kind of revenue protection that we need,
as you and I spoke about. That is part of the farm bill. We reached
a compromise that I think will work and I am hopeful that we can
continue to work together on that as the farm bill is signed into
law.

Second, I would add the importance of the nutrition title. Senator
Lugar and Senator Lincoln and I have worked on both food bank
and food stamp provisions. We are trying to get just some only $40
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million into the stimulus package or something soon to help sort
of bridge the gap, with food banks under more duress, they will tell
you around the country, than at any time in the last 20 years, to
help them in the time between now and the time the farm bill is
signed into law. So your support—I talked to the Secretary of the
Treasury about that—your support there would be helpful.

I welcome you and look forward to working with you in the year
ahead. Thanks.

Mr. SCHAFER. Thank you, Senator.

Chairman HARKIN. Thank you, Senator Brown.

Senator Lincoln?

STATEMENT OF HON. BLANCHE L. LINCOLN, A U.S. SENATOR
FROM THE STATE OF ARKANSAS

Senator LINCOLN. Thank you, Mr. Chairman, and a special
thanks to you. Glad to be back. I enjoyed our visit yesterday, Gov-
ernor. Thank you so much for coming by. I am pleased to welcome
you to the Committee today and congratulate you on your nomina-
tion and look forward to working with you and certainly gaining a
better understanding of your approaches and how you intend to
tackle this job. Coming from a seventh-generation Arkansas farm
family, it is near and dear to my heart, as you saw yesterday, and
I look forward to seeing how you will approach so many of the
issues that we face in this country.

I certainly want to thank our colleagues there, Senators Conrad
and Dorgan and Congressman Pomeroy, who I came into the House
with, for their introductory statements. Senator Conrad, in par-
ticular, has been a great colleague to work with in crafting this
year’s farm bill. He has made a great effort to craft a bill, I think,
that really meets the diversity of our country, our farmers, and we
appreciate that and look forward to continuing that work in what
comes through the conference.

Governor Schafer, just one quick thing. I tried to make this point
yesterday and you were enormously patient and listened to what
I had to say. You are going to be entering this position at a critical
time. We work a lot on the Agricultural Committee throughout the
5 years or 6 years of a farm bill, but critically bringing a farm bill
to the floor and getting a bill to the President is enormously impor-
tant. It is a time when we come together to try to create a final
farm bill, and as the country approaches what I think is somewhat
of a worrisome milestone in our history, because projections are
showing us that in the next couple of years, more than likely, we
are going to see for the first time in the history of our country a
trade deficit in agriculture. We are seeing ourselves in the cir-
cumstances of an unbelievably competitive marketplace globally
and our hope is that we can certainly provide the kind of support
that growers need.

I believe one of the most important goals that we have in striving
to bring together a farm bill that is worthy of the people that we
serve here in this country is ensuring a safe and domestic supply
of food, and to achieve that goal, we really worked to provide our
domestic growers with a basic safety net that all of those growers
can work with so that they are able to compete in an already very
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heavily distorted world market, and there are lots of charts that
show us that.

We are excited about what we can do and hope that you will take
every effort to engage yourself in this. I think maybe at some point,
you can fill in for us what that engagement is going to be in terms
of the farm bill, so we look forward to it. Thank you.

Mr. SCHAFER. Thank you, Senator.

Chairman HARKIN. Now, I get to recognize a senior member of
this Committee, also Chairman of the Budget Committee, and I
might say, Governor, one of the real architects of the farm bill that
we have before us now, and of course past farm bills, but especially
this one. I can say without any fear of contradiction that without
his help, we wouldn’t have had the kind of budget that we needed
and the money that we needed and working on helping us get all
the numbers lined up and getting everything put together so that
we had that great 79 to 14 vote on the Senate floor. Of course, I
refer to our great friend and our great colleague, Senator Kent
Conrad.

STATEMENT OF HON. KENT CONRAD, A U.S. SENATOR FROM
THE STATE OF NORTH DAKOTA

Senator CONRAD. Thank you, Mr. Chairman, and special thanks
to you for your gracious willingness to move this hearing up. We
would very much like to have the nominee, Governor Schafer, be
able to enter the chamber for the President’s State of the Union
with the rest of the cabinet. I deeply appreciate, Mr. Chairman,
what you have done to make that a possibility.

I also want to thank our Ranking Member, Senator Chambliss,
for his accommodations and his support of the nomination. We cer-
tainly appreciate that. It is really my privilege to present our Gov-
ernor, our former Governor of North Dakota, Ed Schafer, the first
North Dakotan ever nominated for the position of Secretary of Ag-
riculture. That is a great honor for our State and the people of
North Dakota are enthusiastic and excited at the prospect.

I should, as part of full disclosure, indicate that the Governor
and I for many years were brothers-in-law, so I consider him fam-
ily, and I would ask my colleagues not to hold that against him.

[Laughter.]

Senator CONRAD. The circumstance that we face here is a very
important one because all of you know, who have labored so hard
to produce a farm bill that came out of this Committee without a
single dissenting vote—I don’t remember that ever happening be-
fore, and I have been through four farm bills here—and then to go
to the floor and get a vote of 79 to 14 with four Senators who were
absent announced in favor of the bill, that would have given us 83
votes. You have to go back a very long time in the history of this
country to find a bipartisan support of that magnitude for any farm
bill. T think it is a testimony to the work of this Committee and
really the extraordinary work of every member of this Committee.

If there was ever a team effort, it was this farm bill, and the peo-
ple in this room, I would say to you, Governor, each and every one
of them played a key role in the deliberations of this bill. So often,
you have a few people that are really active. Not on this Com-
mittee. Every single member really contributed to this bill.
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This is a critical time, because we have passed the House, we
have passed the Senate, we are in Conference Committee. We face
the Presidential veto threat. It is very much my hope that Gov-
ernor Schafer will help bridge the divide, because this is critically
important legislation for the country.

Our economy is in trouble. We are in the midst of writing a stim-
ulus package. There is, I would submit, no more important piece
of legislation in terms of stimulus for this economy than this farm
and energy legislation that is before the Congress now. And so we
are going to need your help, and I am confident that working with
Governor Schafer as Secretary of Agriculture and with the White
House that we can come to an accommodation that is a responsible
and principled compromise.

With that, again, my colleagues, I want to commend Governor
Schafer to you. And again, I want to thank Chairman Harkin for
your very rapid and again gracious response of my request to move
this hearing up so that he would at least have the possibility of
going into that chamber with the rest of the President’s cabinet.

Chairman HARKIN. Thank you very much, Senator Conrad.

And now our other colleague, the esteemed Senator from Con-
gress, Senator Dorgan, Chairman of Indian Affairs, also a colleague
of mine on the Appropriations Committee, where he chairs the En-
ergy and Water Appropriations Subcommittee. But I can also tell
you he is an individual who constantly keeps tabs on agriculture
on our committee and is always involved on the floor and in all our
deliberations when it comes to agriculture. So again, we again wel-
come our colleague, Senator Dorgan, to the Committee.

STATEMENT OF HON. BYRON L. DORGAN, A U.S. SENATOR
FROM THE STATE OF NORTH DAKOTA

Senator DORGAN. Mr. Chairman, thank you very much and
thanks to the Committee members for hearing us. It is obvious to
all of you, I hope, that we North Dakotans are very proud that
President Bush has nominated one of our own to be Secretary of
Agriculture and I am here to offer very strong support for the nom-
ination of Ed Schafer to be the new Secretary.

Governor Schafer, as you know, has served two terms as North
Dakota’s chief executive. He, I think, has firsthand experience on
many of the issues that confront us at the USDA. Rural develop-
ment, trade, energy, conservation, farm policy, all of these are
issues that he has dealt with. So he brings, I think, a lot of experi-
ence to the job. Governing a farm State like North Dakota has pre-
pared him well for this job.

I might say that in all the years that we have worked together
and I have observed Ed Schafer, only on one occasion did I observe
him actually shrinking from a challenge and that was because he
served as Governor in a neighborhood where our neighboring State,
Minnesota, decided to elect a professional wrestler as Governor——

[Laughter.]

Senator DORGAN.—dJesse Ventura—and then Minnesota residents
decided to begin wearing T-shirts that said, “Our Governor can
beat up on your Governor.” North Dakotas in response began to
wear T-shirts saying, “Our Governor says, prove it.”

[Laughter.]
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Senator DORGAN. Governor Schafer seemed sensibly uninterested
and nervous about that.

[Laughter.]

Senator DORGAN. But we have worked together. The three of us
have worked with Governor Schafer and we are here to say this is
an important job. But even more important than that, this is an
important time. We have got to get a farm bill done. And you
know, this is not about a bunch of us with blue suits and bright
lights. It is about a family that gets up this morning at 5:30 to do
chores and living out there under a yard light and wonders wheth-
er there is going to be a decent safety net when trouble comes.
That is what this is all about.

So this is so important. I hope you will move immediately to ap-
prove Governor Schafer’s nomination. To his wife, Nancy, and Kari,
I think it is important to say, thanks for being willing to serve your
country. It is not just the nominee, but the family. I think it is im-
portant to say, as well, that public service honors the commitment
we make to our country’s future. I think when people come to this
table as a cabinet nominee and present themselves and say, “I am
willing to serve,” I think it inspires this democracy of ours.

So the Committee can advance that cause of inspiring democracy
today by moving quickly to approve this nomination of Governor
Schafer to the post of Secretary of Agriculture.

Chairman HARKIN. Thank you very much, Senator Dorgan.

We welcome to this side of the Capitol our colleague, Congress-
man Pomeroy, again a member of the Agriculture Committee in the
House, but also a member of the very powerful Ways and Means
Committee.

STATEMENT OF HON. EARL POMEROY, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF NORTH DAKOTA

Mr. POMEROY. Mr. Chairman, it is a great pleasure to be at the
Senate Agriculture Committee. I feel very at home here. I have got
Senator Nelson, with whom I worked on State insurance regula-
tion, and Senator Lincoln, Senator Roberts, Senator Chambliss,
Senator Thune, and Senator Brown, all of whom we worked with
in the House. I wondered what happened to you all. I see you are
doing well.

[Laughter.]

Mr. POMEROY. You seem to have found one another. I——

Senator ROBERTS. It is assisted living.

[Laughter.]

Mr. POMEROY. Well, let me get to the point of the hearing. I
think that it is a deep honor for North Dakota to have one of its
own, Governor Schafer, nominated to be Secretary of Agriculture.
You know, North Dakota is agriculture. Agriculture is North Da-
kota. It is the biggest part of our economy, always has been, and
I think it always will be.

So it is impossible to serve as Governor of North Dakota without
being thoroughly familiar with agriculture, family farming, the core
of production agriculture in our country, how these rural economies
depend on the family farmer, how the family farmer stakes all at
the beginning of a crop year to vagaries of weather or markets, and
how the Federal Government has to play a role in helping these
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farmers navigate those unavoidable risks in order to keep family
farming as the centerpiece of U.S. agriculture production.

You know, as I think about the years where we served as a Con-
gressional delegation with Governor Schafer, those were some wild
times. You could call him the Disaster Governor, not because he
was a disaster but because North Dakota seemed to have nothing
but during those 8 years. We had drought. We had flood. We had
fire. We had eight Statewide disasters. It is very appropriate that
Mayors of Grand Forks and Fargo are with us in this hearing
today because of the critical leadership the Governor provided,
working with the delegation during those years on the deep prob-
lems faced by each of those major cities. Senator Thune was cer-
tainly an important part of our effort in the House and North Da-
kota will always be grateful to you, Senator, for the role you played
in those critical days.

Well, Governor Schafer also saw during the 1990’s not just nat-
ural disasters, but markets that were really something and the
trouble we had when we had a farm bill that didn’t respond, a
price support safety net during years of market collapse.

So I think that the Governor is going to bring a wealth of real
practical agricultural experience into this position, in addition, the
management experience of having run a State, a $4.2 billion budg-
et, 12,000 employees. I note that during his time, he had a pilot
initiative to revitalize rural communities, led a trade missions to
China. These are all wonderful points of prior experience to bring
to the position of Secretary. I know that he will bring common
sense real priorities into that job and I hope that he is given
enough of an operating margin so he can bring his own leadership
to bear.

Like Senator Conrad said, at this hour when we need to find
some common ground, I think that Governor Schafer, hopefully
soon to be Secretary Schafer, can help us find it. I am going to be
a conferee on the farm bill representing Ways and Means, so I look
forward to working very directly with you as we get this farm bill
done.

I apologize for needing to leave early. The last plane to North
Dakota leaves in a few minutes, and I need to be on it. But I ap-
preciate very much you listening to me. It is great to see you all
again. Thank you.

Senator CONRAD. Mr. Chairman, might I just say that on that
plane with Congressman Pomeroy, after agreement with Governor
Schafer, will be roughly 80 percent of the farm program benefits.

[Laughter.]

Senator CONRAD. We look for some fair distribution, but——

[Laughter.]

Chairman HARKIN. Thank you all very much. Senator Dorgan,
Senator Conrad, Congressman Pomeroy, I know you all have busy
schedules. We thank you for being here. You are welcome to join
us if you like, but you will be excused to continue your work at
other places.

Governor Schafer, required of all nominees, would you please
stand and raise your right hand.
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Do you swear or affirm that the testimony you are about to pro-
vide is the truth, the whole truth, and nothing but the truth, so
help you, God?

Mr. SCHAFER. I do, so help me, God.

Chairman HARKIN. Thank you. And one last question, manda-
tory. Do you agree, Governor, that if confirmed, you will appear be-
fore any duly constituted committee of Congress if asked to appear?

Mr. SCHAFER. I do, Mr. Chairman.

Chairman HARKIN. Thank you very much. Governor, thank you
very much again for listening to all this. You can see that there
is obviously an intense interest in this position by this Committee
and a willingness and a hope to work with you to get our farm bill
through and signed by the President and to get it timely imple-
mented.

So with that, again, I welcome you to the Committee. We have
your statement that will be made a part of the record in its en-
tirety and you may please proceed as you so desire.

STATEMENT OF HON. EDWARD T. SCHAFER, NOMINEE TO BE
SECRETARY, U.S. DEPARTMENT OF AGRICULTURE

Mr. SCHAFER. Thank you, Mr. Chairman. I am pleased to be
here. It is an honor to appear before your committee today. I espe-
cially want to thank Senators Conrad and Dorgan and Representa-
tive Pomeroy for your very kind words. It is gratifying that while
we have differed politically at times, we have been able to work to-
gether for the good of the great State of North Dakota. Over the
years, to all of you, I have appreciated your advice and counsel and
friendship, and it is indeed an honor to have Team North Dakota
introducing me here to the Committee this afternoon.

I am extremely thankful that my wonderful spouse, Nancy, is
here with me today. I love you, dear. Among her many roles in my
life, she remains an important connection to farm issues, having
been raised on a small grain and livestock farm in North Central
Montana. Her example of growing up with no running water, sleep-
ing on the living room couch as her bed, and swimming in the stock
tank, to becoming the First Lady of North Dakota is inspiring and
it is a great example of the values and the character that are in-
stilled by a rural lifestyle.

Our youngest daughter is here with us, also. Thanks for being
with us, Kari. We really appreciate her being here. Our other chil-
dren, Tom and Ellie and Eric, couldn’t join us, but they are gath-
ered around their televisions. Hi kids.

[Laughter.]

Mr. SCHAFER. I would also like to take this opportunity to per-
sonally thank the 640,000 citizens of North Dakota, as they are my
supporters, the shapers and encouragers in my life. Since this
hearing room is a bit small to invite them all here today, I have
to settle for thanking them from afar.

Mr. Chairman and esteemed members of the Committee, you
have all seen my resume, so I won’t use the Committee’s time to
discuss at length my life’s professional experience, which I believe
well qualifies me for this position. However, I would like to speak
briefly about the question most of you asked me when we met face-
to-face prior to this hearing. Why do you want to be Secretary of
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Agriculture? Answering this question is a good way to start this
hearing. How I arrived here today and the path I took through life
will, I believe, explain why I want to lead the United States De-
partment of Agriculture.

The first part of my answer comes from Senator Dave Duren-
berger and a saying that he was given at his swearing-in ceremony
here in the Capitol. It reads, the sign of God is that we will be led
where we do not expect to go. I believe God prepared me for this
assignment and led me here, and for that, I am grateful.

The second part of my answer starts with a shipbuilder. I bet
you didn’t expect that in front of the Agriculture Committee hear-
ing here, but my maternal grandfather arrived on our shores in
1901 from Denmark with seven cents in his pocket, the clothes on
his back, and this very ring that I wear today. He eventually ar-
rived in Western North Dakota, not to build ships, but to home-
stead a quarter section of land. His shipbuilding skills did come in
handy when he needed to put up a barn that looked an awful lot
like an upside down boat.

But he was committed to making a better life for himself and his
family and he became a good farmer and with my grandmother, Jo-
hanna, raised seven children there. He had no idea of the influence
he would have on generations to come, and unfortunately, he didn’t
live to see me elected as the 30th Governor of the great State of
North Dakota or nominated to be Secretary of Agriculture. He
probably wouldn’t have believed it, either, but I do believe he
would be proud.

On the other hand, my paternal grandfather died when my fa-
ther was 16 years old. Dad decided then to move off the farm and
staked out a life in town. As a traveling salesman, he discovered
a better way to clean and shine linoleum and started selling Gold
Seal floor Wax door to door. Harold Schafer’s customers were peo-
ple living in farmhouses that dotted the land. When business built
up, the first store accounts were small rural hardware stores,
lumberyards, and grocery stores. His business success was based
on the economy generated by agriculture.

From both sides of my family, I am a product steeped in agri-
culture tradition and economy. In my work as Governor, I devel-
oped a passion for the rural community because I saw the value
that people living there bring to our republic. There is no doubt in
my mind that the agrarian community produces people with the
virtues of courage, hard work, justice, honor, truth, and hardiness,
the cornerstones that hold up the United States of America.

By the grace of God, I have grown up in this free country, the
progeny of a homesteader and a businessman. I have had the privi-
lege of carrying the opportunities of my education, experience, and
heritage to a long and successful career in both the public and pri-
vate sectors of our society.

When President Abraham Lincoln founded the USDA in 1862, he
called it “The People’s Department” because of its ability to im-
prove the lives of so many Americans in so many different ways.

I arrive here today with my heart in agriculture and my founda-
tion in business, a combination that I hope you will agree is a per-
fect fit for the rigors of administrating and managing the USDA.
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I want to express my appreciation to President Bush for nomi-
nating me to lead this important agency, and if I am so honored
to be confirmed by the U.S. Senate for this job, I pledge to work
with each of you and this Committee during these exciting times
for agriculture.

If confirmed, I look forward to having the opportunity to stand
beside what I know already to be the great employees of the USDA,
to help enhance our country’s vibrant agriculture economy, advance
renewable energy, and protect America’s safe and low-cost food
supply. I will devote myself to improving the nutrition and health,
enhancing rural infrastructure, promoting good stewardship of our
National Forests, and conserving our natural resources. And fi-
nally, if confirmed, I pledge to work tirelessly to ensure that the
USDA programs are administered efficiently and effectively, and
most important, with fairness and equality. The American people
deserve no less from the People’s Department.

Mr. Chairman and members of the Committee, to start this jour-
ney, I humbly ask you for your support for confirmation and I look
forward to serving the people of the United States of America. If
in some small way I can contribute to the preservation and protec-
tion of our foundational strength through agriculture, then in the
end, I believe I will have done my job well.

Mr. Chairman, I submit my comments for the record. Thank you
again for the opportunity to appear before you today and I look for-
ward to answering your and the Committee’s questions.

[The prepared statement of Hon. Edward T. Schafer can be found
on page 51 in the appendix.]

Chairman HARKIN. Thank you very much, Governor.

We will now start a round of 5—minute questions. I will, after my
questioning and the Ranking Member’s, I will recognize Senators
in order of appearance, and it would be as follows: Senator Conrad,
Senator Roberts, Senator Lugar, Senator Salazar, Senator Thune,
Senator Coleman, Senator Klobuchar, and Senator Lincoln, in
order of appearance that came to the Committee.

Governor Schafer, again, we are not expecting you to answer in
great detail program and policy questions that you will have to
delve into as Secretary. You will have to take more time to get up
to speed on that. We understand all of that. But it does, I think,
seem reasonable to ask you some of your views on the Federal Gov-
ernment’s proper role in our food and agriculture system and in
rural communities.

For example, just a broad opening question, what do you believe
should be the role of the Federal Government in providing financial
assistance to farmers and ranchers?

Mr. SCHAFER. Thank you, Mr. Chairman. I appreciate the ques-
tion because it is really why I am here today and so pleased to
have been nominated for the Secretarial position. I believe that the
USDA is a strong advocate for agriculture. They have delivered the
safety net programs responsibly and efficiently to the farmers,
ranchers, and land owners of this country.

You know, as always when I speak to farmers around, they say,
well, I am not so sure I like government in my business and I
would like to be able to operate more on my own, and also they
talk about the importance that the agriculture programs bring to
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them. I think it is important to note that the government and
through the taxpayers of the United States of America provide good
support programs, not only for farmers and ranchers, but provide
nutrition, nutrition assistance, inspections, providing a safe and
clean and constant food supply. The government, through the
USDA in this case, certainly operates well and efficiently in that
arena.

So I believe that the role of the USDA is to bridge that gap be-
tween the government programs that are put forward by the policy-
making branch of government to the people who are actually work-
ing the land, who are depending on the safety net programs and
support programs, and those people of the United States who are
often forced to partake in the support programs out there for their
everyday lives. If we can at the USDA bridge the gap between the
government and the people who depend and rely on the programs,
I think we will have done our job well.

Chairman HARKIN. Thank you. Governor, in 1997, you wrote a
letter as Governor of North Dakota to President Clinton urging
him to sign a bill providing agriculture disaster relief to farmers
from North Dakota and other States affected by long-term droughts
and other weather problems. The cost of that bill was $8.4 billion.
I}fwas designated emergency spending. It did not require a budget
offset.

Over the last several years, President Bush has consistently de-
manded cuts in other farm programs in order to pay for agriculture
disaster assistance. On two occasions, farm bill funding was taken
away to pay for disaster assistance. As everyone heard me say any
times, $3.9 billion was taken from the conservation program for
disaster payments and was never replaced.

Given this history, could you enlighten us as to what your cur-
rent view is on the need for budget offsets for disaster assistance
programs.

Mr. SCHAFER. Thank you, Mr. Chairman. I appreciate the ques-
tion involving my writing a letter to the agency, because as Gov-
ernor of North Dakota, I interacted with the programs often and
I did write a letter to President Clinton not once but many times.
As noted, we had several disasters in North Dakota during my ten-
ure. I also wrote letters to the agency encouraging the delivery of
programs in special ways in disaster conditions.

As Governor of the State of North Dakota, you know, it was easy
to be a champion for my State and to talk to the leaders of the
farm and ranch groups, to talk to individual farmers and ranchers,
and to understand the need for this disaster assistance, and I was
glad so to write that letter.

Now, if I am confirmed, I move into the national arena and no
longer would champion any State-specific needs but look at the
overall policy and the needs of this nation. Importantly, disaster
safety net programs are a part of past farm bills and need to be
a part of future farm bills. I understand that through the negotia-
tions and conversations and debates that have taken place between
the legislative branch and the executive branch that there are some
differences of opinion about disaster, and as I stated, you know,
there are the different views that I have been catching up on and
briefed on and certainly seen in the news.
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But importantly, I believe that a good farm program needs to
have a safety net for the risk of doing business as farmers. I will
look forward, if I am confirmed, to working with you to help bridge
the gap or narrow the differences between the executive and legis-
lative branch, to come to a conclusion, to sign a farm bill that is
appropriately paid for by the citizens and takes care of farmers and
ranchers and land owners in this country in an appropriate man-
ner that includes a safety net that allows them to operate and to
do business well.

Chairman HARKIN. Thank you. I see my 5 minutes is up. Senator
Chambliss?

Senator CHAMBLISS. Thank you, Mr. Chairman.

Governor, the farm bill that we passed out of the Senate has a
provision in there for disaster which is a very unique approach, a
very different approach. It is funded by not raising taxes on the
American people and I urge you to take a quick look at it as soon
as you occupy the office so that as we go through the conference
process that you will be very familiar with that and can render the
good advice that I know you are prepared to give to the White
House.

Speaking of that, we originally dealt with Under Secretary
Keenam as a part of writing of the Senate farm bill. Now that we
are into conference, as expected, Acting Secretary Conner has been
our main contact at the White House. Now you are going to be the
third voice of reason injected into the process and we certainly look
forward to that.

As you might can imagine, cotton is a very important crop to my
home State. Cotton production has changed over the years, as has
the market and destination for cotton, but it still remains just a
critical crop from the standpoint of growth as well as economic pro-
duction in the United States.

Ten years ago, Europe accounted for a significant share of world
trade and now consumption to the region accounts for relatively lit-
tle with respect to cotton. By contrast, Asia now accounts for more
than half of the world’s cotton mill use. Because the market con-
tinues to evolve, Cotton Outlook, the leading commercial provider
of international cotton market information and analysis, will dis-
continue the North European A Index values beginning August 1,
2008. This will require a change in how the Department deter-
mines the adjusted world price for the Upland Cotton Marketing
Loan Program.

The Department has the authority to make appropriate adjust-
ments for determining and calculating AWP and my question to
you is will the Department and you as the head of the Department
ensure that an accurate world price is discovered in the absence of
a North European index and base the determination on publicly
available price information? And can you give us the assurance
that this transition will be made seamlessly, in a manner that will
maintain the confidence of my producers as well as the entire cot-
ton industry that they have in USDA’s administration of the cotton
program?

Mr. SCHAFER. Thank you, Senator. I appreciate your confidence
in me, and I would note that earlier today, I was admiring myself
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in the mirror and have the nice white cotton shirt on. That made
the image pretty good.

[Laughter.]

Mr. SCHAFER. But I appreciate the question and it is something
that I am anxious for, because if I am confirmed, I really am look-
ing forward to getting to the agency. There are many people over
there who are steeped in agriculture policy and direction and I
really look forward to getting fully briefed on the issues, especially
with cotton. As you know, being from a Northern State, I don’t
have as much background and experience in cotton and some other
Southern crops, but I look forward to the opportunity of working
with you and checking out those peanuts and getting up to speed
on the issues. So I would look forward to getting to the agency,
finding out the intricacies of the details and working with you to
move forward.

Importantly, I believe that the role of the USDA is to deliver the
policies, programs, and directions from this body as best as pos-
sible. If I am confirmed, I will lead an agency that is responsive
to you, that has built a partnership with this Committee so that
we can look at those issues and difficulties.

I would also note that when speaking with the President, he
asked me to get involved in trade issues. As these trade issues
come to the forefront, I look forward to working with the White
House on international trade, how they affect crops and cropping
patterns in the United States as well as internationally, and would
seek your advice and counsel as we move forward.

Senator CHAMBLISS. And when you get home tonight, check that
label to make sure that is U.S. cotton that your shirt was made
from.

[Laughter.]

Senator CHAMBLISS. Over the last several years, I have come to
have a passion in something Republicans—you might be sur-
prised—have a significant interest in. Part of it is due to my friend,
Senator Lugar, but we have a great network of food banks in my
State that serve such a critical function. As a part of the work that
our food banks do all around the country, USDA, in particular this
Committee, has been involved in the Emergency Food Assistance
Program and providing excess agricultural products to those food
banks. There have been some years when we haven’t been able to
provide as much as we would want to. Now, as we are in the midst
of a slow-down in the economy of this country, I think this is the
kind of issue that strikes at the heart of what USDA should be in-
volved in and what the Senate Agriculture Committee should be in-
volved in, and as a result of the efforts of this Committee, we are
with our farm bill.

But I would just simply ask you to commit to working with the
relevant agencies at USDA to continue to look at innovative ways
to help provide excess agricultural products that are available to
these food banks around the country.

Thank you very much, and we look forward to moving your nomi-
nation.

Mr. SCHAFER. Thank you, Senator.

Senator CHAMBLISS. Thank you.

Chairman HARKIN. Senator Conrad?
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Senator CONRAD. Thank you, Mr. Chairman. One thing I would
like my colleagues to know is a little bit more about the back-
ground of the Governor. We grew up together, just blocks apart.
His father was the most successful businessman in our State as I
was growing up. I had Mr. Bubble bubble bath and Snowy bleach.
Those are names that I think most everybody recognizes. But more
than that, his father——

Senator CHAMBLISS. Were they taking neighborhood bubble
baths? Is that what——

[Laughter.]

Senator CONRAD. These Georgia peanut guys—we are always
having trouble with them.

His father was also the most generous philanthropist in our
State, and never for publicity’s sake. I can remember when I was
of college age, Harold Schafer invited me to his office and asked me
if I needed help going through college. It turned out in my case we
did not, but I know that he did that for dozens of young people in
my hometown, outside of our hometown, helped people go through
school. When people had a problem in their families or tragedy,
often the first person on the doorstep was Harold Schafer to help
out quietly. It says something about the quality and the character
o}fl the family that he comes from, so I think people should know
that.

On a specific note, we are working right now as we move through
the Conference Committee with the special challenge of the ques-
tion of new revenue. Our bill is over the so-called baseline. The ad-
ministration’s own bill is $8 billion over the baseline, not sur-
prising, because we have written this farm bill with $17 billion less
in the baseline than we wrote the last bill. So if we are going to
have, for example, a strong energy provision, we are going to need
revenue to do that. If we are going to deal with the other demands
in terms of nutrition and safety net, there is going to have to be
some new revenue.

I just say, the bill and the revenue provisions that are in the
Senate version passed the Senate Finance Committee 17 to four,
totally bipartisan, totally noncontroversial, but we have heard
White House objection. We are working in the Finance Committee
now on a new package that the Finance Committee has identified
as provisions that have passed previously, not gone through the
whole process, but passed one body or the other with White House
support, with support from the House of Representatives, but have
never been implemented, so that we can come forward with a new
package of revenue that should be totally noncontroversial.

I am not going to ask you, and I don’t think it is appropriate at
this point for you to have this put to you, because this is going to
have to deal with the White House, but I think it is very important
that you know there is a very serious effort underway at the direc-
tion of the Chairman of the Committee, working with the Chair-
man of the Finance Committee and working with the Ranking
Member, to identify new revenue sources for this bill that would
be totally noncontroversial. But I just want you to know, I think
in the judgment of this Committee, there is no way to write this
bill and pay for it without some revenue source given the cir-
cumstances we confront.
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Again, I want to congratulate you on your nomination.

Mr. SCHAFER. Thank you, Senator.

Chairman HARKIN. Thank you very much. Senator Lugar, I
guess—I am sorry, Senator Roberts. I apologize. Senator Roberts?

Senator ROBERTS. No need to apologize, Mr. Chairman. I always
knew that Kent Conrad was squeaky clean, but I didn’t know it
was because of the bubble baths of Ed’s dad.

[Laughter.]

Senator ROBERTS. Did you do that every Saturday night, or——

Senator CONRAD. Pretty much.

Senator ROBERTS. Pretty much, whether you needed it or not.

[Laughter.]

Senator ROBERTS. Governor Schafer, you have my vote and best
wishes. Return with me now to the not-so-thrilling days of yester-
year, when just last year we faced the budget challenge that Sen-
ator Conrad has talked about. Much of that challenge, as he has
indicated, was over funding and finding offsets, which is the new
game in town, for new programs or to increase any program. It was
embarrassing. As a matter of fact, it was a little ugly to see Kent
and myself crawling around on our hands and knees, looking under
every chair, every cushion for any change that we could find. But
that is what we had to do and we did come up with a bipartisan
approach in the Finance Committee and I hope we can do that
again.

But after all that was decided, despite this challenge, there was
an effort to keep the direct payment rates at their current levels.
I truly appreciated your list of priorities. I would only add one in
and that i1s to preserve farm income, which I think is the biggest
rural development program of all.

In their own proposal released almost a year ago, the Depart-
ment actually offered a slight increase in the direct payment,
roughly $5.5 billion worth, if I recall, and this is the most trade-
friendly program in the commodity title. As Frank Sinatra and
Kermit the Frog can tell you, it isn’t easy being green. If you use
the Direct Payment Program and you believe in Doha and the
trade rounds, it is the greenest program.

It is also the only program, along with crop insurance, that actu-
ally assists farmers and their lenders during times of loss. When
prices are high, the countercyclical program does not help pro-
ducers when they have lost the crop. And you have just gone
through, or as Kent has pointed out, eight times you went through
that when you were Governor—eight times. We have gone through
it four of the last five years in Kansas, four. You had eight charts.
I only had four. But we just went through a terrible time in Kan-
sas. We had a blizzard and we had tornadoes sweeping entire
towns away, and then we had all of Southeast Kansas underwater.
Then we got into an ice storm. I don’t know what is next, maybe
a plague of locusts. I certainly hope not.

But at any rate, we figured it up, and under the countercyclical
program, despite the best efforts of this Committee and others and
the administration and everybody concerned and the farm organi-
zations, all the commodity groups, if you lose a crop, you are really
in trouble because all you have is that direct payment and crop in-
surance, which, by the way, Bob Kerrey and I worked on for an aw-
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fully long time and that is what we have to rely on. And if you
have a good crop insurance program, it makes the disaster pay-
ment less—you have to rely less on a disaster payment.

I have a little bit different view. I think if you set up the fund,
you spend it, as opposed to disaster by disaster. There are two
views to that. We only seem to have the disaster especially during
an even-numbered year.

At any rate, we now have the administration, both the House
and the Senate, on record supporting the Direct Payments Program
at the current level. There are some that may want to reopen that
debate, use the Direct Payment Program to offset increases. How
do you view the Direct Payment Program? Will the administration
continue to vigorously support the program as they did in their
farm bill proposal?

Mr. SCHAFER. Thank you, Senator. I can tell you, as Governor of
an agriculture State, in visiting with the farmers and ranchers
across our State, I know that direct payments are an important
part of the program. I understand that there are some issues here,
and today in the exciting times of agriculture, when prices are as
high as anybody can remember

Senator ROBERTS. I am going to interrupt you for just a minute,
and I apologize for this—we do this all the time, so don’t worry
about it

[Laughter.]

Senator ROBERTS [continuing]. These prices, just ask at any
North Dakota coffee shop or any Kansas coffee shop, do you think
these prices will continue? This situation is similar to the Russian
grain sale. We can all go back to the times when the prices have
been up and down. These are astounding prices, due in part to re-
newable fuels and demand in regards to worldwide crops, India,
China, so on and so forth. I know that. But I also know that it can
go down the other way. And again, it is for the farmer who doesn’t
have a crop. The farm program should be aimed at the farmer
when he needs it the most, and these are the two things that you
can do. One is crop insurance. One is direct payments. I apologize
for interrupting you.

Mr. SCHAFER. I am glad you did, Senator. I appreciate the clari-
fication and I agree with you. These are important safety net
issues. As I mentioned earlier, I believe that a farm bill has to in-
clude those issues. I hear from farmers and ranchers all across
North Dakota that rely on those direct payments and crop insur-
ance payouts in time of disaster. As Governor, I have been through
over and over and over again, as you mentioned, disaster situa-
tions, whether it was floods or that dealt with prevented and even
late planting. Things are difficult out there if you don’t get a crop,
as you mentioned.

So I understand the good parts of the farm bill. I have listened
to farmers complain about the bad parts of the farm bill. I just look
forward to, if I am confirmed, to working with you to understand
those issues strongly and be an advocate for them.

I grew up with farmers as neighbors and I want to make sure
that those farmers and ranchers understand that the Federal Gov-
ernment, the taxpayers, and this Committee and the Senate is be-
hind them. I believe that we all want to deliver programs that help
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our country’s farmers manage the farm economy during times of
problems and distress. I believe that the USDA has delivered pro-
grams well in the past, and if I am confirmed, I look forward to
thk?l opportunity of helping deliver those programs as best as pos-
sible.

Senator ROBERTS. Thank you for your response and thank you,
Mr. Chairman. I apologize for going over my time.

Chairman HARKIN. Thank you very much. And now, Senator
Lugar.

Senator LUGAR. Thank you very much, Mr. Chairman.

Governor, we have been reading, at least those of us who are in-
terested in agriculture newsletters, words from Collin Peterson, the
Chairman on the House side, with regard to the farm bill and these
suggest that the administration has two large objections. There
may be smaller ones. One, Senator Conrad has touched upon, and
that is the means of financing the farm bill as found in the House
and the Senate, and the other, the lack of limits on payments to
farmers who receive very large amounts from the farm bill. There
were amendments offered on the floor. The Senator from Minnesota
offered one, as I recall. Others offered some capping at $1 million,
$750,000, what have you.

One of the intriguing facts of the hearing we had with Secretary
Johanns was the number of committee members who seemed pre-
occupied with the thought that Secretary Johanns was in favor of
limiting the payments to $200,000 or some such amount, which
would lead one to believe that a good number of our colleagues are
tremendously interested in having higher payments, and very
clearly the amendments to limit any of these failed. So this is one
objection the administration, as I see it, has to the farm bill.

The financing parts, and I am intrigued by what our colleague,
Senator Conrad, has said, that he has worked on trying to think
of some other way to pay for this, and maybe that will turn out
to be more successful. But for the moment, Collin Peterson says to
some agriculture newsletters, we are going to finish the conference
on this bill, it will be vetoed, then we will try again and somehow
get to conclusion before the March recess with a bill that the Presi-
dent can sign.

Now, you come into the picture in the middle of all of this, and
obviously you can certainly reserve judgment as to what the ad-
ministration is saying to anybody, but what sort of road map do
you foresee for the conclusion of a farm bill, or do you foresee ex-
tension of the current bill for a period of time? Some of the pro-
grams at some point come to an end. At least some farmers are
concerned about jeopardy of some programs if the Senate and the
House are not able to act and the President sign it, so that we will
be coming back to look at emergencies of that sort fairly early in
your tenure. Do you have any comment about all of this?

Mr. SCHAFER. Thank you, Senator. I share the same enthusiasm
and excitement in the agriculture community today, and I want to
congratulate this Committee and the work that was done to put the
farm bill together. I applaud the tremendous support from both
sides of the aisle to put forth a good new farm policy and farm bill.

As was mentioned, I am the new kid on the block and I am look-
ing forward to getting to the agency and getting fully briefed. I
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have read the elements of the farm bill; however I must admit that
I haven’t read word-for-word the full 1,000 pages, but I do look for-
ward to getting over to the agency. I want to commend Acting Sec-
retary Chuck Conner, who has been the lead point person in driv-
ing the Administration’s policy and interacting with the Senate and
the Senate Agriculture Committee regarding the issues.

I really look forward to, if I am confirmed, getting over there,
standing side-by-side with Chuck Conner and the other great mem-
bers of the employee base at USDA and working with you to help
craft that difference. You know, there is a gap between the legisla-
tive and executive branches here and I hope that as the new kid
on the block, I can come in with a fresh perspective, a different out-
look, and be able to narrow that gap, because I know that the
President wants to sign a new farm bill this year, and I think all
of us working together hopefully can accomplish that.

Senator LUGAR. Thank you very much, and good luck.

Mr. SCHAFER. Thank you.

Senator LUGAR. Good luck.

[Laughter.]

Chairman HARKIN. This would be Senator Thune.

Senator THUNE. Thank you, Mr. Chairman.

Governor, I have got a concern over the amount of time that
USDA has taken to implement two recent programs. One is the Ad
Hoc Disaster Program that we passed, the Congress passed last
May. It took USDA 5 months before beginning sign-up and 7
months before payments were made. The State Areas for Wildlife
Enhancement, or the SAFE program, was announced in March of
2007 and still no sign-up date has been announced nearly 10
months later.

Of course, the farm bill will be much more complex under the
programs under the farm bill, and I guess my question is what
steps will you take as the Secretary of Agriculture to ensure the
timely delivery of farm bill programs based upon the sort of just
lack of any sort of timely progress in terms of implementing these
other programs that I just mentioned.

Mr. SCHAFER. Thank you, Senator. Certainly, as Governor, I had
the chance to interact with farm programs and the delivery of farm
programs and heard from farmers, ranchers and land owners
across my State when there were problems, slowdowns, or when
things didn’t get delivered.

One of the things that I believe I was successful with as Gov-
ernor was the delivery of programs that were put forth by the legis-
lative branch. Often, I found myself finding out where the barriers
are, getting rid of them so that the good employees can get their
jobs done as best as they can.

There are a wide variety of reasons why these barriers or delays
occur. I am not aware of the current situation, but if confirmed, I
look forward to getting to the agency and getting briefed on this
issue. I bring a management style that is open, transparent, and
willing to address problems. If there is a slowdown, a barrier, or
something in the way of delivering a program, I believe it is my
strongest mission to deliver programs as fast, as best, and as effi-
ciently as possible. So I will hear the complaints, I will find out
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where the slowness is, and I will try to break down those barriers
and move them faster.

Senator THUNE. And I would just say that the State Areas for
Wildlife Enhancement Program, the SAFE program, is something
that my State of South Dakota is uniquely positioned and qualified
for. We have probably the best pheasant numbers of any State in
the country and had some extraordinary success the last couple of
years. USDA announced just recently which States were going to
be eligible for that program and South Dakota wasn’t one of them,
and it seemed to me at least that would have been one of the first
States that they would move to implement the program. Again,
they have now started to make some announcement about it, but
they still haven’t had any sign-up, and that is going to be—like I
said, that is an announcement that came out 10 months ago.

And the disaster payments, the bill that was passed in May of
last year by the Congress, took 7 months for payments to go out.
And so I just would urge you, as you get over there, to really home
in on this and bear down on the agency’s ability to respond in
terms of getting some of these important programs implemented.

Another question I would like to ask has to do with conservation,
but I guess, would you favor language in the farm bill that would
grant you the authority to allow CRP contracts to be terminated
early without penalty. Think about that question, and if so, under
what circumstances would you exercise the authority to allow early
termination of CRP contracts? There is a real concern out there
that a lot of ground is going to be coming out of CRP and being
put into production and there is already a lot—the contracts that
are expiring that aren’t being renewed and so we have got, at least
in my State, about a half-a-million acres coming out of CRP in the
next 3 years.

So the question has to do with whether or not you would have
the authority or would like to have the authority to allow those
contracts to be terminated earlier.

Mr. ScHAFER. Well, thank you. I have to say I am looking for-
ward to, if confirmed, getting to the agency and learning more
about this. You ask what on the outside, seems to be a relatively
easy question. On the other hand, I also know from working with
people that are enrolled in CRP, that this is a very complex issue.
I know there are many people at the agency that are tuned up on
this issue and I look forward to get in there myself.

But there are complex issues as far as farmers signing the con-
tract, agreeing to a time period, agreeing to a penalty if they re-
move that time period fast, or faster than the full length of the con-
tract. Those things are at issue. The initial CRP program was for
land that wasn’t the best farming property in the history of the
world. I mean, it was meant to provide that acreage that isn’t till-
able or isn’t great productive land into the program to provide not
only the idling of the land, but also great wildlife habitat, as we
have found out through the life of the program.

So the way I would answer the question is I believe that it is a
complex issue. There are legal aspects involved. There are not only
cropping patterns, but wildlife preservation and conservation
issues, and I think there are lots of opportunities to make sure that
the needs of the farmers are met, the needs of the wildlife commu-
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nity are met, but also to deliver the programs that were meant and
put forth by this Committee hopefully in the new farm bill.

Senator THUNE. I appreciate your answer to that. I guess I just
think it is really important that as we look at this, that we do
strike the right balance between these competing priorities. There
is a real demand for more production and for cropping a lot of these
lands that have been in CRP, and certainly economic incentive to
get out for a lot of farmers based on current market prices. But I
think it is really important that we have a good, strong, robust
CRP program and that there are rules that were put in place for
people who enter into those contracts and I hope that as you get
over there to the agency, that you will try to strike and achieve
that balance, strike that balance and hopefully make sure that
those contracts and programs are continued in a way that promotes
good environmental stewardship coupled with the need for produc-
tion, as well. So thank you.

I can see my time is out, Mr. Chairman.

Chairman HARKIN. Thank you. Senator Coleman?

Senator COLEMAN. Thank you, Mr. Chairman.

Governor, I was traveling last week in Mankato and Windom
and farmers there are trying to figure out what sort of safety net
they can have in 2008. I think the bankers want to know that, too.
There has been a lot of discussion, and in my opening statement
I talked about my belief that you would be a good negotiator. You
bring the right qualities to the table. There has been a lot of talk
about prospects of the President vetoing a bill. I know Senator
Conrad has been working on some alternative offsets.

We have all tried to be very, very constructive internally
amongst ourselves. There are many points at which this bill could
have pulled apart, and even with there being some disagreements,
regionally, whatever, and my concern is that as we work with the
administration, that the attitude is—and I understand negotiation,
which is we are going to be tough here and you are going to be
tough here, but this is a process that I think demands a positive
approach. I think you have got to send a message to the people in
Windom and Mankato and other places in Minnesota and through-
out this country that we want a farm bill and that we are going
to try to figure a way, where there are concerns about offsets. So
we are working on it. But I would just hope that I would get a little
more constructive message as you move into this position, which I
hope we do very, very quickly.

Let me just raise one other issue, one that I know you know well.
We often say that Washington is a town of a thousand issues and
a few priorities. In the Red River Valley, sugar is a priority. It is
a major concern. It is part of the economic bedrock, the foundation
of the communities there. I know that the U.S. and Mexico recently
agreed to trade terms on tomatoes, and then I believe some time
ago 1there was a similar arrangement with regard to chicken in par-
ticular.

U.S. and Mexican industries—sugar—have come together and of-
fered some recommendations about how we can implement NAFTA
without affecting any other single industry, again, similar to, I be-
lieve, what was done with tomatoes and chicken. It is not reopen-
ing NAFTA, and as I have noted in regard to other commodities,
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I certainly don’t think it is a precedent. USDA and USTR are al-
ready engaged with my office. I have had some discussion, looking
to get people together. My hope was that the approach to this
would be one of folks listening, sitting down with the industries.
There are going to be some changes with the NAFTA, again, a con-
structive approach.

My question is, I want a sense from you about your commitment
to continue the discussion to at least approach this with an open
mind until you hear, until the administration sits down and hears
from the industry to see if, in fact, we can do what I believe we—
in the other areas, we had a problem and then we addressed it.
Here you have folks saying, before you have a problem, is it pos-
sible to address it? So I am looking for a commitment to being a
good listener before the Department articulates a position.

Mr. SCHAFER. You have that, Senator. I will be a good listener.
As you mentioned, our neighboring States deal with sugar issues
all the time. I understand the long-term aspects. Years ago, we
were fighting about trying to export our high-fructose corn syrup
into Mexico. Now that is displacing sugar down there and they
want the sugar to come up this way. Those are trade nuances and
balances that go back and forth and we are seeing the long-term
effects of what our trade policy and directions do. So I really look
forward to working with you and listening to you with the inten-
tion of figuring out what is the best public policy direction for these
issues.

I would note, I was very pleased to have already received several
letters from the Mexican Consulate congratulating me for coming,
but also looking forward to opening the door to working on these
issues together. If I am confirmed, I will have the ability to get the
sides together and understand the differences and make some
progress.

Senator COLEMAN. I think that would be very helpful. I for 4
years was the Chairman of the Western Hemisphere Subcommittee
on Foreign Relations. I am on the Foreign Relations Committee. I
recently met with the Mexican ambassador and raised this issue.
All too often on trade, we look at, well, if we open this up, it is
going to open another door here and there is going to be a problem.
This is one where, because this would be good for American sugar
but bad for Mexican, so the Mexicans are going to want something
else when it comes to pork, this is a little unique here in that you
have folks on both sides saying, we want to work out something not
impacting other industries, not calling for tradeoffs, and perhaps
avoiding a problem before it begins.

So I am pleased with, one, what I know to be your style is to be
a listener and to be fair, and bringing the clear understanding and
sensitivity you have to the importance of the industry as it impacts
both my neighborhood and your neighborhood, in essence, and all
of us. So I appreciate your response, Governor.

Mr. SCHAFER. Thank you.

Senator COLEMAN. Thank you.

Senator CONRAD. Mr. Chairman, might I ask our colleagues for
a moment of indulgence to just introduce two mayors who are here
with us?

Chairman HARKIN. Absolutely.
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Senator CONRAD. From two of the major cities in North Dakota,
Mayor Walaker of Fargo, if you would stand, and Mayor Brown of
Grand Forks. And also here, Phil Harmeson representing the Uni-
versity of North Dakota, which is the Governor’s alma mater. So
we have got not only the North Dakota Congressional delegation,
but other important figures in North Dakota who are here sup-
porting the Governor’s nomination.

Chairman HARKIN. Thank you very much, Senator Conrad, and
we certainly welcome you to the Agriculture Committee here today.
You will all notice there is one thing different about this room than
all other committee rooms in the entire U.S. Senate. We don’t sit
on a dais and look down on people. We all sit around a table. It
is very collegial, sort of in keeping with the collegiality of this Com-
mittee going back for years. I have to say that this is—I always
feel, this is my seventh farm bill, I think, something like that—
farm bills are by their nature never partisan. Regional, yes.

[Laughter.]

Chairman HARKIN. Oh, we can get into regional disputes and
stuff, but never partisan. I think the way we sit around this table,
I think is very indicative of that. There have been suggestions in
the past about changing this, but I am sitting here with, let me
see, one, two, three, at least three or four former Chairmen of the
Committee and every one of them have all deigned to keep this the
same and I think it makes for a good atmosphere here. So I just
wanted you all to know that you won’t see this in any other hear-
ing room anywhere in the Senate. I think we kind of like it that
way.

Thank you very much, Senator Conrad.

Senator Klobuchar?

Senator KLOBUCHAR. Thank you, Mr. Chairman. I welcome our
visitors from North Dakota. I note that in Chairman Harkin’s spirit
of friendliness, I appreciate that you not bring up the embarrassing
loss of my State to the North Dakota football team.

[Laughter.]

Senator KLOBUCHAR. But I did want to talk a little bit about sort
of following up on what Senator Conrad was talking about, which
is the need to get this farm bill through and find this revenue, the
fact that the last farm bill came in $17 billion under budget, and
really the revitalizing effect it had on so many of our rural commu-
nities.

I was thinking about this as I thought about the stimulus pack-
age that we are talking about. While you were testifying, I was
looking at some papers about that and I think that is important,
but we really also have to look to the long-term, and what I saw
in my State in this past month was just this enormous potential,
of course, with wind and solar and all of these things, and make
sure that we have policies in place also to keep promoting really
the next generation of ethanol, the cellulosic ethanol, which is what
I wanted to focus on here.

The corn-based ethanol, the biodiesel, soybean-based biodiesel,
very important to our State. I think it is going to get more and
more efficient as we go forward. I have talked to President Bush
about this. I know he supports it. But I also want you to note to
him and to the administration the important energy policies in this
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farm bill with the incentives for cellulosic ethanol and the Biomass
Crop Transition Assistance Program. There is a similar one on the
House side.

I just see this, if we are going to truly break the shackles and
the dependence on foreign oil, that we are going to have to look to
other forms of biomass, as well, and I wondered if you would com-
ment about this and about looking at this farm bill also as jobs and
stimulus for our rural economy.

Mr. SCHAFER. Thank you, Senator. I really appreciate the ques-
tion because this is an issue that I have been heavily involved in
both as a Governor and as an individual for many, many years. I
especially liked your comment about the ability to move the energy
arena into a more self-sufficient—I am paraphrasing, but a more
self-sufficient arena, because in 1996, I was Chairman of the Inter-
state Oil and Gas Compact Commission, which are all of the oil
and gas producing States in the country.

As Chairman, I helped author a pamphlet that was titled,
“America: A Dependent Nation.” At that time, we predicted when
oil imports were a little over 50 percent that there will come a time
about now that oil imports will be over 65 percent. As we put to-
gether that forecast, we put together ways that we can lessen our
dependence on foreign energy sources.

I firmly believe that merging the energy and agriculture arenas
is a way to do that. We have seen the ethanol, and I have sup-
ported value-added agriculture in our State, both in fuels and other
energy sources. But importantly, as we have seen the bioenergy in-
creases, we have seen pressures on other areas—food prices, feed
prices as people have moved their cropping patterns from wheat to
corn and those prices have gone up. Wheat prices have gone up. We
are seeing the effects.

I believe one of the most important things that we can do to
move forward is to continue the effort, the research, the resources
to make sure that we move energy efficiency into the next level or
the next area by finding feedstocks that don’t affect prices, that
don’t affect food price, et cetera. So switchgrass and the other feed-
stocks that go into bioenergy, I think are one of the most important
issues that we can do as we move from—keeping the focus on re-
newable energy, but moving from feedstocks that affect food prices
and other feed prices and things into crops that don’t do that, and
certainly the cellulosic ethanol research and effort that is in place
is going to move us in a big direction to do that.

Senator KLOBUCHAR. Thank you, and I note I was listening to
Senator Roberts talk about the green part of the bill, that this is
also a green part of the bill as we look at putting carbon back into
the soil and expanding on the successful ethanol biodiesel we have.

Just the last thing I wanted to mention was in the USDA’s farm
bill proposals, is on our reform issue, and I spoke earlier about the
need to keep considering some of the adjusted gross income issues.
But in the proposal, the USDA talked about new rules that
strengthen the now difficult-to-measure requirements for the active
management contribution to the operation that enables individuals
or entities to qualify for commodity program payments without con-
tributing labor to the operation. I believe that the vast—the com-
modity payments are only 15 percent of the farm bill. The vast
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amount of them go to the people who deserve them. But, of course,
we have these Beverly Hills 90210, almost 100 people getting farm
payments.

I am just wondering, in addition to some of the work we have
done here with the three-entity rule and the potential work we can
do with the income limits, if there is movement afoot in the USDA
to do some rulemaking or move with that or if you would be inter-
ested in doing that to make sure that the money is going to the
farmers that deserve it.

Mr. SCHAFER. I appreciate you bringing that up, Senator, be-
cause I think the response is what the people are asking for. The
people want to make sure that their tax dollars are spent wisely,
efficiently, and that they go to the people that need them. And as
you have worked with the Committee and on the floor championing
some of those issues, others have, as well, and there has been, I
think, good listening to the people across this country to say, we
need to channel these dollars in where they need to go. We need
to get them to the people that need the help and we maybe don’t
have to give them to the people that don’t need the help.

Importantly, I believe that as we—I can’t tell you right now
where I think the actual line is or what that cutoff level should be.
I note that both the House and the Senate have made progress to-
ward moving that area. They have made some reforms in the
three-entity rule, as you mentioned, but also in lowering the sub-
sidy caps, maybe not as far as some wanted to go, maybe farther
than others wanted to go, but I look forward to, if I am confirmed,
to getting involved in that debate because I think what it really is,
is shepherding the people’s money properly and performing to what
they want to do. I know you have some strong issues on that and
I would look forward to working with you to try to do so.

Senator KLOBUCHAR. Thank you.

Chairman HARKIN. Thank you, Senator.

Senator Lincoln?

Senator LINCOLN. Thank you, Mr. Chairman.

Well, Governor, when you are the last on the list, almost every-
thing has been said or asked. You just have to kind of reiterate it
again, so I will try to piggyback on some of what my colleagues
have said. I would like to echo what Senator Coleman mentioned.
I have been home in Arkansas an awful lot and I have been meet-
ing with a lot of farmers who have been also meeting with their
bankers and I think there needs to be a clear voice in terms of
what they can expect for the 2008 crop year, and so I hope that
as we move forward working on the farm bill, that at some point,
there is a clear message of what they can expect and what they are
going to be expected to adhere to in that 2008 crop year, because
they are going to have to file their plans with you by April 1, I be-
lieve, and being able to go to their bankers and make those plans
is critical.

I also hope that you will take a look at all that we have done
already. I know Senator Klobuchar mentions the need for reform,
and we have done a good deal in this bill. We have got more reform
in the bills that we have passed up here than really in the history
of the farm bill, a 70 percent cut in some of those caps, or certainly
the means testing that is being asked. It is important, because
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quite frankly, from the GAO studies that we have had, it indicates
to us that before, at least I would hope before we would take fur-
ther steps than that 70 percent cut, not knowing what the con-
sequences are, that we would have a better idea, and their studies
indicate to us that USDA has not been implementing a lot of the
underlying law. So it would be hard to figure where we are really
going and what those consequences would be.

So I hope under your leadership you can take a look at that, as
well, in terms of what is being implemented and what is not so
that we don’t take unintended consequences from making much
deeper cuts than the 70 percent we have already gone. So I think
that is going to be critical to look at.

I think it is also important to remember what the farm bill does.
Senator Klobuchar mentioned the commodity programs and the
commodity title are less than 15 percent of the whole bill. There
are so many other things that provide us unbelievable stimulus in
our rural communities, rural development, nutrition programs, nu-
trition assistance, conservation, all of those are critical and we look
forward to making sure that they are something that is
implementable.

I know you have mentioned that you are looking forward to get-
ting over there when we visited, taking charge with the implemen-
tation of new authorities that might be included in this legislation
and some that already exist. I would also like to encourage you—
in the 2002 farm bill, we brought about a new office at USDA,
which was the Assistant Secretary for Civil Rights. We have asked
time and time again to see action out of that office and I hope to
encourage you to seize that opportunity. There is much more that
could be done there at a much more rapid pace that I think would
bring about a great deal of justice to some farmers across our coun-
try.

I also hope that you will take into consideration—I don’t know
what your opinions are, but when payments follow production, it is
much like I imagine what your father faced as he grew his busi-
ness, that oftentimes when you are faced with growing crops that
you are suited to grow that have much stricter trade parameters
and trade restrictions than perhaps sugar or other things might
have, that you have to farm an economy of scale. If your father
hadn’t branched out and started building an economy of scale in
that business, it might have been more difficult to be successful or
to even grow his business.

So I think those are certainly important things that I hope that
you will pay attention to. The role that you have to play, I hope
you are excited about embracing that, particularly at this delicate
time that we find ourselves in crafting a farm bill. I know that the
Under Secretary has been very diligent. He has to be. He is a
former staffer from Senator Lugar’s staff. And he does a great job
in working and being in contact with us. But we hope that you will
embrace that opportunity to take a role of leadership in there.

The last thing, when you talk about implementing, one of the
other things we hear a tremendous amount about in our farm
States from our growers and from our farm families is the dead-
lines, the regulations, all of which they have to meet. They are not
capable of doing it online just yet. I know that all of us want to
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move into the technological age. They do require a lot of assistance
from FSA and we hope that you will work to strengthen both your
field offices with the Farm Services, but also USDA.

I know we have great USDA workers in our great State of Ar-
kansas and we encourage that from the top down, you will encour-
age that engagement and support to those workers because they,
in turn, are the ones—they can'’t file their plans—our farmers can’t
file their plans if they don’t have the information that comes from
your agency. And so that connection and that working relationship
is absolutely critical and I hope that you will engage in a one-on-
one opportunity to really work with the staff that you have in all
of these States to really be the useful and helpful agency that
USDA can and should be and is oftentimes when they have the re-
sources and when they have the equipment.

We look forward to working with you, as I said. I think many of
us take a great sense of pride that we have sat around the table
as we do here to come up with a very good, balanced, bipartisan
bill focused on reform, but also putting added resources into things
that are very important, whether it is the hunger issue we deal
with and the nutrition assistance that is there, the conservation
programs and others, they are all very important to us.

So I hope that we can continue that work together. I know you
are going to get to the agency and get into all kinds of things, so
I just thought I would point out to you the things that I look to
you for in terms of your leadership roles and the things that I hope
you will embrace and engage in quickly.

Mr. SCHAFER. Thank you, Senator.

Senator LINCOLN. Thank you.

Chairman HARKIN. Thank you, Senator.

Governor, we are more than willing to expedite this process, and
we will to the extent possible that we can, but now I am going to
ask you to expedite something. In 2006, Congress reauthorized and
the President signed into law the Livestock Mandatory Reporting
Act. The program is critical to providing much-needed transparency
in livestock markets. Senator Grassley was one of the big pro-
ponents of this. The reported prices and other information by
USDA has become an important part of fair prices paid for live-
stock in the United States.

Two years later, unfortunately, the USDA has still not published
a final rule for this important program. As a result, it is still func-
tioning as a voluntary program, leaving the door open for less than
completely accurate reporting. And I have got to tell you, this is
during a time when I know all the prices, wheat prices are good,
bean prices are good, corn are all great prices out there, but all of
the prices are in the tank and our pork producers need this vital
information.

So as Secretary, will you make implementation of the final rule
for this program a priority and publish the final rule without fur-
ther delay?

Mr. SCHAFER. I will do my best, Mr. Chairman.

Chairman HARKIN. Well, I hope you will do your best.

[Laughter.]

Chairman HARKIN. Two other questions. During his confirmation
3 years ago, Secretary Mike Johanns was asked more than once
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about what he would do with regard to reopening U.S. beef trade
with Japan. He stated that reopening Japan was his priority No.
1 and that he would be taking a personal leadership role on that
issue. Well, although we have resumed the beef trade somewhat,
it is still on a limited basis. Problems continue in fully reopening
trade for U.S. beef and our producers are frustrated.

As Secretary, what will you do differently at the Department to
reopen our Asian markets for U.S. beef? What do you think is the
problem? And how soon can you address this?

Mr. ScHAFER. Thank you, Mr. Chairman. I am looking forward
to that effort and start addressing it upon confirmation. I under-
stand the issues of trade. As was mentioned earlier, I have led a
trade delegation to China from North Dakota. I also represented
President Clinton in China on an effort when this body was work-
ing on the Most Favored Nation status and moving China into the
WTO. I am anxious to get involved in these negotiations and the
President has asked me directly to be involved in working with the
trade negotiators and the other agencies to deal with this issue.

I know—you asked, Mr. Chairman, what is the basis of it, what
are the problems out there, and I think importantly to note that
there are science-based standards for our agriculture exports and
imports that are accepted by the International Export Society or
international governments. The OIE standards are agreed to be
met, and Japan does it and South Korea does it and the United
States does it and others agree to those standards. Sometimes
things get a little off whack and they move away from those stand-
ards, but I know for a fact that those OIS standards have declared
the United States—the ability for our beef meets the standards,
they meet the OIS direction. Other countries have agreed to follow
those, and if I am confirmed, I am looking forward to getting over
there and pushing as hard as I can to make sure that these coun-
tries that have agreed to the science-based standards will actually
do so.

Chairman HARKIN. Well, I hope so, and we have got to make it
very clear. I mean, I have talked to our Korean friends, and they
are our friends. They are good allies, a great nation. We want—I
know the President wants a Free Trade Agreement with Korea. I
am not opposed to that, but not as long as they keep up their ac-
tions on beef. Every time they do something like that, the further
away that Free Trade Agreement goes, and I hope you take that
message loud and clear to the President.

I have told my Korean friends that, that unless and until they
get serious and do the right thing on our beef trade with them,
they can forget about the Free Trade Agreement. But we have got
a real problem with the Koreans on it, and Japan, too, I might add.

Mr. SCHAFER. Yes.

Chairman HARKIN. One last question. Governor Schafer, the bio-
graphical information you submitted to the Committee said that
you served as President of a company called Fish 'N Dakota from
1991 to 1997, most of the time that you were also serving as Gov-
ernor of North Dakota. Now, I looked at some of this stuff, I don’t
know that much about it and things like that, but there were some
problems about taxes and some things like that. Like I said, I don’t
mean to get into all of that, but there were a lot of press reports
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about loans and obligations incurred during your tenure that
maybe were not paid in a timely manner. I don’t know. There were
some lawsuits and delinquencies.

My only question is this, for the record. Can you assure this
Committee that all obligations for this business venture have been
paid in full, and second, that any obligations were not paid through
government guarantees or write-offs drawing upon government
funds?

Mr. SCHAFER. Thank you for the opportunity to clarify that. That
issue, Mr. Chairman, is one that I have talked about before, and
as you mentioned, has been in the news and reports of those
things. I appreciated receiving a letter from the Committee on that
issue last Friday. I have responded in writing——

Chairman HARKIN. We have that.

Mr. SCHAFER. And noting that, I don’t know how many million
forms I filled out during this process, but a lot of them were to do
with financial disclosure and whether I owed any money or if there
were any loans and outstanding balances, et cetera. I have filled
all those forms out honestly and correctly, and as I did in writing,
I want to assure you that any obligation for Fish 'N Dakota as a
company while I owned that company has been satisfied, and any
personal obligation that I have in place for any loans, taxes,
amounts due for Fish ‘N Dakota, I have paid in full.

Chairman HARKIN. Were any paid through government guaran-
tees or write-offs drawing upon government funds, that you know
of?

Mr. SCHAFER. Not that I am aware of, sir. I believe that several
of the loans were a Community Block Grant loan from a county,
were from a cooperative or a county, and an electric cooperative
that lent money to the company. Those have all been paid.

Chairman HARKIN. Very good. Thank you very much. I have no
further questions. Does anybody have any follow-up questions at
all?

We had asked committee members for any written questions they
had to be submitted by 6 p.m. Maybe that is not feasible now, I
don’t know. But let me just say for all the staff that is here, if any
of your Senators may not have been here or if they have a follow-
up question, if we could have those in writing tonight by, well, how
about by 8 or so tonight. Fair enough? So if you have those, get
them in tonight. If we don’t have any, then we don’t have any, but
I want to give an opportunity for Senators that may not have been
able, I mean, if they could not be here, if they had a question or
two, to get that in writing which we will then submit to you for
your response, Governor.

Yes?

Senator CONRAD. Mr. Chairman, might I inquire if there is a pos-
sibility that the Committee could take early action? This is an un-
usual situation. I would not normally ask this, but it may be a
once-in-a-lifetime opportunity for Governor Schafer to be able to
enter the chamber for the President’s State of the Union with the
rest of the cabinet. Is there any possibility that we could have an
early vote out of the Committee so that confirmation could be con-
sidered on the floor?
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Chairman HARKIN. Well, I don’t know. We were just discussing
that at the beginning of the hearing here.

Senator CHAMBLISS. Mr. Chairman, I didn’t realize you had indi-
cated to folks they need to get their questions in by 6. I mean, this
is as big a crowd as we have had for any confirmation hearing, I
think in the last several years, and it looks like everybody has had
a full chance to be here. If you have told others to have their ques-
tions in by 6, maybe we could move this earlier tonight. I have got-
ten an indication from all of my members who have been here that
they will be ready to come back on a moment’s notice to try to get
a quorum together. Let us get this nomination passed out early
this evening.

Chairman HARKIN. Well, I don’t know how late we are going to
be in, but I had, because of another committee meeting, Appropria-
tions, I had to delay this until 2:30, so I thought, well, we can give
them an extra hour. But if we don’t hear something back from
other Senators by—how about 7, give them another hour to do
that.

The problem is, the Senate rules wouldn’t allow us to—we don’t
have a quorum, so we can’t report it out, so——

Senator CHAMBLISS. I believe we only need 11, though, to have
a quorum, isn’t that right? We can’t do it now, but if we could do
it at 7, try to get 11 of us together

Chairman HARKIN. We will examine what we can do. I under-
stand that. I appreciate that. I have no problems with that. Some-
times bureaucracy is a terrible thing around here, to try to get
things working and get it done, but we will try our best. That is
all I can tell you. We will try our best.

Senator CONRAD. I would just say, Mr. Chairman, I would cer-
tainly appreciate it personally if we could find a way, and I think
this Committee under your leadership has been already so gra-
cious. I again want to just say how much I appreciate what you
have already done.

Chairman HARKIN. Well, thank you very much, Senator Conrad,
and we will do everything we can to expedite this. Sometimes these
wheels turn very slowly for some things, but we will try our best.
That is all T can tell you. I give you my word on that. We will try
our best to get it done before Monday evening. That is all I can tell
you.

Senator CONRAD. I appreciate that.

Chairman HARKIN. Anything else, Governor?

Mr. SCHAFER. Thank you, sir. I appreciate your time.

Chairman HARKIN. Thank you very much, Governor. Thank you
all for being here.

The committee will stand adjourned. Now, I don’t know when we
are going to try to get this together to report this out, but we will
try to work something out. That is all I can tell you. I will work
with Senator Chambliss on that. Thank you.

[Whereupon, at 5:44 p.m., the Committee was adjourned.]
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Gl Gk —

Senator Thad Cochran
Senate Committee on Agriculture, Nutrition, and Forestry

January 24, 2008

Mr. Chairman, we appreciate your holding this nomination
hearing in such a timely manner. It is important for the position of
Secretary of the Department of Agriculture to be filled as we
negotiate a conference agreement on the farm bill. [ hope this
Committee and the Senate will take prompt action to approve this

well qualified nominee.

Governor Schafer, welcome to the Senate Agriculture
Committee. | am very pleased that the President has chosen a

nominee with your knowledge and experience.
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Your experience in public service and private business will
be very helpful to you as the Secretary of Agriculture. Rural
development assistance is an important part of the Department of
Agriculture’s work. Your knowledge of rural telecommunications
will be invaluable in directing the Department to assist rural
communities in gaining access to communication and broadband
technologies that provide valuable educational and economic

benefits.

Many farmers across the country are fortunate to be reaping
the benefits of high commodity prices. However, it is important ta
understand that these higher prices have negative consequences to
the livestock industry, especially cattle, poultry, and catfish

farming in Mississippi. | look forward to working with
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Governor Schafer to ensure the necessary resources are available

to assist these producers during these difficult times.

I look forward to supporting your nomination during its

consideration by the Senate.
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Statement of Senator Mike Crapo
Senate Agriculture Committee
January 24, 2008

Thark you Chairman Harkin and Ranking Member Chambliss for holding this
confirmation hearing. Thank you, Governor Schafer, for your willingness 1o serve as
Secretary of Agriculture.

| would also like to take this opportunity to thank Acting Secretary Chuck Conner for the
incredible work he has done to lead the Department of Agriculture in the past months.
Acting Secretary Conner's substantial knowledge and agricultural background has been
invaluable. Acting Secretary Conner has demonstrated strong service to this nation at a
time of many agricultural challenges, including foreign trade efforts and reauthorization
of the Farm Bill. | appreciate his steadfast work on behalf of farm families across the
nation.

Govermnor Schafer, | do not have to tell you that upon confirmation you will be entering
the role as Secretary of Agriculture at a very important time. Congress will likely be
putting the finishing touches on the 2007 Farm Bill in the coming weeks, and the
Department will have the essential and important role of administering the programs. |
understand this is no easy lask, but | am confident that you have the strength and
background necessary to meet this and other challenges you will face as Secretary of
Agricullure.

Agriculture has many opportunities ahead including the expansion of domestic and
foreign markets, renewable fuels developments, conservation innovations and more.
Additionally, while the outlook for U5, agriculture is strong, there are also substantial
challenges in responding to plant and animal diseases, recovering from natural
disasters and other challenges. Your background and work in these areas and others
will be of substantial benefit as you lead the Deparment.

Again, thank you, Governor Schafer, for being here before us today. | support your
nomination and look forward to working with you to ensure the long-term viability of our
mation’s farm families.

Thank you, Mr. Chairman,
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United States Senator Ken Salazar
Statement for Record
Confirmation Hearing for Secretary of Agriculture Nominee Ed Schafer
1/24/08

I would like to thank Chairman Harkin and Ranking Member Chambliss for

scheduling this hearing.

[ would also like to thank Senator Conrad, Senator Dorgan, and
Congressman Pomeroy for introducing Governor Schafer. Governor, you
could not ask for three better members of Congress to introduce you to the

Agriculture Commitiee.

Serving as the Secretary of the Department of Agriculture is an opportunity
to oversee a department whose important work touches the lives of millions.
of Americans. And, it is an opportunity to improve the lives and
communifies in rural areas that have, for too long, been the “Forgotten

America.”

It is critical that the Secretary of Agriculture have a real connection to rural
America and a true commitment to making the most of this opportunity. 1

take my duty as a member of the Senate Agriculture Committee seriously



47
and [ look forward to hearing more from you regarding the opportunity that

lies before you.

Perhaps it is helpful to give you an idea of the Department’s reach in the
State of Colorado. Over 46 percent — 31 million acres — of Colorado's land
is used for agricultural purposes, and, as of 2006, there were some 31,000
Coloradans operating that land. Another 20 percent — 14.5 million acres — is
home to the |1 National Forests and two National Grasslands managed by
the United States Forest Service. In total, the actions of the Department of’

Agriculture have a direct impact on nearly two-thirds of the land in my state,

For certain, the Secretary has the duty of both implementing the agricultural,
forestry and rural-related programs that Congress authorizes and spending
the funds Congress appropriates. However, the importance of this
opportunity demands that the Secretary must go beyond administering and
actively seek to improve the Department and its services to the people of
rural America. This is especially true in these times of tight federal budgets.
The Department must find a way to do more with less, but not at the expense

of the very people and communities the Department is expected to assist.
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In short, we need a Department who will fight FOR our rural producers, not

a Department who fights our communities in an effort to cut costs.

Today, I suspect you will be asked what is important to you in the
Department, what you expect to accomplish, and what your opinions are on
a range of programs and policies. These are impaortant questions, and 1 hope

you will candidly address them.

Briefly, in advance of my questions, let me tell what is important to me. 1
believe that the Department must have the revitalization of rural America as

its overarching goal.

The primary vehicle for this ambitious goal is the continued development of
rural America’s potential to help fuel our country, Iam a vocal proponent of
the effort to see 25% of our country’s energy needs come from renewable
energy sources by the year 2025. Such an effort will spur unprecedented
investment in rural America and make large strides towards addressing the

challenges rural areas are facing.
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In the short term, we must sustain the incremental progress that is being
made in rural America by continuing to provide a safety net to our producers
and investing in their efforts to conserve the land, water, and way of life that
are 50 important to our national heritage. It is entirely appropriate that
Congress has sought to provide assistance to producers hit by natural
disasters such as hurricanes, drought, and blizzards and it is troubling to me

that the Department of Agriculture has fought these efforts in the past.

Finally, I want to underscore the importance of USDA’s U5, Forest Service
{USFS) lands to Colorado’s identity, quality of life, and our economy.
These lands are facing tremendous forest health challenges. For example,
the drought 1 referred to earlier has created conditions in which the
indigenous bark beetle is able to chew its way through 1.5 million USFS
acres. This threatens to wipe out the vast majority of Colorado’s mature

lodgepole pines in the next few years,

Colorado’s local communities, state government, and Congressional
delegation have been diligently working to mitigate the effects of this
infestation and progress has been made. However, it will take a sustained

effort between the federal, state and private lands to make meaningful
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progress toward that goal, and we will need USDA and USFS to remain

engaged on this important issue in order to be successful.
Governor Shafer, | look forward to hearing your thoughts on these and other
matters as yvou lay out your vision for the Department of Agriculture and the

rural communities it exisis (o serve.

Thank you again, Mr, Chairman.
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Opening Statement of the Honorable Edward T. Schafer
Nominee to be Secretary of the United States Department of Agriculture
Senate Committee on Agriculture, Nutrition and Forestry
January 24, 2008
As prepared for delivery

Thank you Mr, Chairman.

1 am honored to appear before your committee today. I want to thank
Senators Conrad and Dorgan and Representative Pomeroy for your very kind
words, It is gratifying that while we have differed paolitically at times we
have been able to work together for the good of our great state, North
Dakota. Over the years, | have appreciated your advice, counsel and
friendship, and it is an honor to have Team North Dakota introducing me to
the committee this afternoon.

And 1 am extremely thankful my wonderful spouse Nancy is here with
me today. Among her many roles in my life, she remains an important
connection to farm issues, having been raised on a small grain and livestock
farm in north central Montana.

Her example of growing up with no running water, the living room couch her
bed and swimming in the stock tank, to becoming the First Lady of North
Dakota is inspiring and a great example of the values and character that are
instilled by a rural lifestyle.

Our youngest daughter is here with us also. Thanks for being with us
today Kari. Our ather children, Tom and Ellie and Eric couldn’t join us, but
are gathered around their televisions.

1 would also like to take this opportunity to personally thank the
&640,000 citizens of North Dakota as they are the supporters, the shapers
and the encouragers in my life. Since this hearing room Is a bit too small to
invite them all here today, I'll have to settle for thanking them from afar.

Mr, Chairman and esteemed members of the committes; you have all
seen my resume’ so [ won't use the Committee’s time to discuss at great
length my life's professional experience, which 1 believe well qualifies me for
this position. However, I would like to speak briefly about the question most
of you asked me when we met face-to-face prior to this hearing: "Why do
you want to be the Secretary of Agriculture?”
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Answering that question is a good way to start this hearing. How I
arrived here today and the path I took through life will, I believe, explain
why [ want to lead the United States Department of Agriculture.

The first part of my answer comes from former Senator Dave
Durenberger and a saying he was given at his swearing in ceremony here in
the Capitol. It reads:

"The sign of God is that we will be led where we do not expect to go."
I believe God prepared me for this assignment and led me here and for that
1 am grateful.

The second part of my answer starts with a ship builder. I bet you
didn't expect that in an Ag Committee hearing, but my maternal grandfather
arrived on our shores in 1901 from Denmark with 7 cents in his pocket, the
clothes on his back and this very ring I wear today. He eventually arrived in
western North Dakota, not to build ships, but to homestead a gquarter sectior
of land. His shipbuilding skills did come in handy when he needed to put up
a barn---it looked quite a bit like an upside down boat.

But he was committed to making a better life for himself and his
family. He became a good farmer and with his wife Johanna raised seven
children.

He had no idea of the influence he would have on generations to come
and unfortunately he didn't live to see me elected as the 30th Governor of
MNorth Dakota, or be nominated to be Secretary of Agriculture. I believe he
would be proud.

On the other hand, my paternal grandfather died when my father was
sixtean. Dad decided then to move off the farm and staked out a life in
town. As a traveling salesman he discovered a better way to clean and
shine linoleum and started selling Gold Seal Floor Wax door to door. Harold
Schafer’s customers were people living in the farm houses that dotted the
land, and gradually, when business built up, the first store accounts were
the small rural hardware stores, lumberyards and grocery stores. His
business success was based on the economy generated by agriculture.

From bath sides of my family, I am a product steeped in agriculture
tradition and economy. In my work as Governor, I developed a passion for
the rural community, because I saw the value the people living and working
there bring to our Republic. There is no doubt in my mind that the agrarian
community produces people with the virtues of courage, hard work, justice,
honor, truth and hardiness--- the cornerstones that hold up the United
States of America,
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By the grace of God I have grown up in this free country, the progeny
of a homesteader and a businessman. [ have had the privilege of carrying
the opportunities of my education, experience and heritage to a long and
successful career in both the public and private sectors of our society.

When President Abraham Lincaln founded the USDA in 1862, he called
it "The People's Department” because of its ability to improve the lives of so
many Americans in s0 many different ways. I arrive here today with my
heart in agriculture and my foundation in business; a combination I hope
you will agree is a perfect fit for the rigors of administrating and managing
the USDA.

I want to express my appreciation to President Bush for nominating
me to lead this important agency. And, if I am s0 honored to be confirmed
by the United States Senate for this job, I pledge to work with each of you
and this committee during these exciting times for agriculture.

If confirmed, 1 look forward to having the opportunity to stand along
side what I know already to be the great employees of the USDA to heip
enhance our country’s vibrant agricultural economy, advance renewable
energy, and protect America’s safe and low cost food supply. I will devote
myself to improving nutrition and health, enhancing rural infrastructure,
promoting good stewardship of our national forests and conserving our
natural resources, And finally, if confirmed, [ pledge to work tirelessly to
ensure USDA programs are administered efficiently and effectively, and most
importantly, with fairness and equality. The American people deserve no
less from "The People’s Department.”

Mr. Chairman and members of the committee, to start this journey, 1

humbly ask you for your support for confirmation. 1 look forward to serving
the people of the United States of America.

And if, in some small way, I can contribute to the preservation and
protection of our foundational strength through agriculture, then in the end,
I believe T will have done my job well.

Mr. Chairman, 1 submit my comments for the record. Thank you again
for the opportunity to appear before you today. I look forward to answering
your and the Committee’s questions.
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BIOGRAPHICAL INFORMATION (PUBLIC)

Full name (include any former names used).
Edward Thomas Schafer

Date and place of birth,

August 8, 1046, Bismarck, North Dakota

Marital Status (inchede maiden name of wife or husband's name). List spousa's
employer's name and business address(es).

Marmied to Mancy (Kegel) Schafer, self employed public speaker, 4426 Carrie Rose
Lane, Fargo, ND 58014

Education: List each college and graduate or professional school you have attended,
including dates of attendance, degrees received, and dates degrees warne granied.

University of North Dakota, BSBA, 1969
University of Denver, MBA, 1970

Employment Record: List (by year) all business or professional corporations, companies,
firms, or other enterprises, partnerships, institutions and organizations, nonprofit or
otherwise, including fanms, with which you were connecled as an officer, director, pariner,
proprietor, or employee since graduation from college; include a tile and brief job
description.

Praitie Consylting Group, 2007 to 1172007, Partner. Prairie Consulting Group is 3 broad
based consulting partnership focusing on businesses in North and South Dakota.

Self Employed Consultant, 2006-2007. Consulted on various business issues in ND.
Investors Real Estate Trust, 2006 to present. Board of Trustees. Investors Real Estate
Trust s a public company investing in commercial office and apartment buildings in the
Midwest.

Foum Communications, 2008-2007. Substihte Talk Show Host.

Bullyl PAC, 2002-Present. President, Political Action Commities,

Extend America, 2001-2008. Chief Executive Officer. Extend America was a
tetecommunication (wireless phone and broadband) company focused on rural areas in 5
states in the Midwest. it was sold to Sprint in 2005 with a 90 day transition period moving
into 2006, NOTE: Extend America received a low interest loan from the Rural Utilities
Service (USDA) to build out broadband services in 87 communities.

State of North Dakota, 1992-2000, Governor.

Fish N’ Dakota, 1991-1997, President. Fish Farming Operation.
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Unempioyed, 1987-1992. Had income from various business interests,
TRIESCO, 1986 to present. President, Real Estate Investment Firm,

Gold Seal Company, 1971-1986. Various positions leading up to President. Gold Seal
was a household cleaning and personal cane products company. It was sold to Reckitt
and Colman (UK) in 1986

Gold Seal Company, 1960-1871. Various part time positions during school.

ice: Have you had any mifitary service? If so, give particulars, including the
dates, branch of service, rank or rate, seral number and type of discharge recaived.

Mone (two years Air Force ROTC during college)

Govemment Service: State (chronologically) your government service or public offices
you have held, including the terms of service grade levels and whether such positions
were elected or appointed.

Two terms as Govemor of Morth Dakota. 1992-1996, 1996-2000. Elected.

Heonors and Awards: List any scholarships, fellowships, honorary degrees, and honorary
society memberships that you received and believe would be of interest to the
Committes.

MNone

r ips: List all organizations to which you belong, excluding refigious
arganizations.

Boy Scouts of America

Sigma Mu Fratemity

Morth Dakota Republican Party
Professional Association of Diving Instructors
Divers Alert Network
University of Morth Dakota Alumni Association
We the People of the United States Foundation
Horth Dakola Wheelchair Foundation
American Automobile Association

Morth Dakota Street Rod Association

Published Writings: List the titles, publishers, and dates of books, articles, reports, or
other published materials (including published speeches) you have written. Please
include on this kst published materials on which you are listed as the principal editor. It
would be helpful to the Committee if you could provide one copy of all published material
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that may not be readily available. Also, to the maximum extent practicable, please supply
a copy of all unpublished speeches you made during the past five years on ssues
involving agriculture, nutrition, forestry or commodity futures policy or related matters,

Many letters-lo-the-editor covering a wide range of subjects including tax policy,
workforce safety, government structure and various public policy issues.

“A Dependent Mation” 1996, Interstate Oil and Gas Compact Commission as Chair

Back Cover articles covering various vehicles for “The Dakota Beacon™ a monthly journal
of politics, economics, science and culture, 2006-10/2007

Heaith: What is the present state of your health?
Excellent

FINANCIAL DATA AND CONFLICT OF INTEREST (PUBLIC)

Have you saverad all connections with your immediate past private seclor employers,
business firms, assocations, andfor organizations?

Yes, except that upon confirmation | will resign from Investors Real Estate Trust,
TRIESCO, and Bulty! PAC.

List sources, amounts and dates of all anticipated receipts from deferred income
arrangements, stock options, uncompleted contracts and other future benafits which you
expect to derive from previous business relationships, professional services, firm
memberships, former employers, clients, or customers,

MNorth Dakota Public Employees Retirement System, Defined Contribution Plan,

Do you, or does any partnership or closaly held corporation in which you have an
interest, own or operate a farm or ranch? (If yes, please give a brief description including
location, size and type of operation. )

Mo

Have you, or any partnership or closely held corporation in which you have an interest,
ever participated in Federal commodity price support programs? (If yes, provide all
details incleding amounts of direct government payments and loans received or forfeited
by crop and farm, ete. during the past five years.)

Mo
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Have you, or any parinership or closely held corporation in which you have an
interest, aver received a direct or guaranteed loan from or cosigned a nole to the
Rural Business-Cooperative Service, Rural Housing Service, the Rural Utilites
Service or thelr predecessor agencies, the Farmers Home Administration, the

Denvelopment

details of any such lean activity during the past 5 years.)

Yes. Extend America, a corporation for which | was Chief Executive Officar
received a low interest loan ($11.2m) to build cut broadband services in 87
communities in the Midwest. The company was subsequently sold and the new

owners did not fulfill the requirements of the Rural Utilities Service and the loan
commitment was withdrawn. No money was ever dranan on the loan,

Have you, of any partnership or closely held corporation in which you have an interest,
ever received payments for crop losses from the Federal Crop Insurance program? (If
yes, give details.)

Mo

I confirrned, do you have any plans, commitments, or agreements to pursue outside
employment or engage in any business or vocation, with or without compansation, during
your service with the government? (If so, explain.)

Mo

Do you have any plans to resume employment, affiliation, or practica with your previous
employers, business firms, associations, or organizations after completing government
service? (If yes, give detalls.)

Mo

Has amyone made a commitment to employ you of retain your Services in any capacity
after you leave government service? (If yes, please specify.)

No

Identify all investments, obligations, liabilites, or other retationships which involve
potential conflicts of interest in the position lo which you have been nominated.

See my Elhics Agreement, dated December 7, 2007, which iz attached.
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Have you aver received a government guaranteed student loan? If 20, has it been
repaid?

Mever recaived such a loan.

If confirmed, explain how you will resobve any potential conflict of interest, including any
that may be disclosed by your responses to the above tems.

| will abide by the terms of my Ethics Agreement, dated December 7, 2007, which was
submitted with my Public Financial Disclosure Report (SF 278). A copy of that
agreement is attached. If any other conflict or potential conflict is brought to my attention,
| will immediatety consult with the Office of Ethics or the Office of the General Counsel,



61

W"hf United Seanes .
z Office of Government Ethics

1201 Mew York Avenue, MW, Suite 500
o Washingron, DC 20005-3917

December 12, 2007

The Honorable Toa Harkin

Chairman

Committee on Agriculture,
Kutrition, and Forestry

Onited States Senate

Washington, DC 20510-&000

Dear Mr. Chalrman:

In accordance with the Ethica in Government Act of 1378, 1
enclose a copy of the financial disclosure report filed by
Edward T. Schafer, who has been nominated by Presidant Bush for the
position of Secretary, Department of Agriculture,

We have reviewsd the report and have also ocbtained advice from
the Department of Agriculture concerning any possible conflict in
light of its functions and the nominee's proposed duties. Also
enclosed Is a letver dated December 7, 2007, from Mr. Schafer ta
the Department’s ethica official, outlining the steps that
Me. Schafer will take to aveld conflicta of interest. Unless a
specific date has been agreed to, the nominee must fully comply
within three months of his confirmacion date with the actions he
agreed to take in his ethlcs agreesent.

Based thereon, we belisve that Mr. Schafer is Ln compliance
with applicabie laws and regulations gowverning conflicts of
interest.

51 T .

Roberet I. Cusick
birector

Enclosures
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December 7, 2007

Mr. Rnymond J. Shechan
Designated Agency Ethics Official
1.5, Department of Agriculiure
Washington, DC 20250-0122

Dear Mr. Sheehan:

The purpose of this letter is to deseribe the steps that 1 will take to avoid any actunl or
apparent confliet of interest in the event that T am confirmed fior the position of Secretary,
LS. Department of Agriculture,

As required by 18 U.S.C. § 208(a), [ will not participate perzonally and substaniially in any
particular matter that has a direct and predictable effect on my financial interests or those of any
other person whose interests are impuated to me, unless 1 first obtain o written waiver, pursuant to
section 208(bKT), or qualify for a regulatory exemption, pursuant 1o section 208(bWZ). 1
undersiand that the interests of the following persons are impoted 10 me: my spouse, minor
children, or any general pariner;, any organization in which | serve as officer, director, trustee,
geneml partner or employes; and any person or organization with which 1 am negotiating or
have an arrangement conceming prospective employment.

1 understand that the following stock holdings present a potenfial conflict of interest under
section 208(a), alibough it has been determined that it is not necessary at this time for me to
divest these interests: XCEL Energy and Piper Jaffray. [ will not participate personally wnd
substentinlly in any particular matter that will have a direct and prediciable effect on the
financial intercats of these entities, unless | first obiain a written waiver or qualify for a
repulatory exemption.

Upon confirmation, | will resign frorm my position as Director with Investors Real Extate
Trust. For a peried of one year after my resignation, 1 will not participate personally and
substentially in any paricular matter involving specific parties in which Investors Real Estate
Trust iz a party OF represents 8 party, unless [ am first authorized (o participate pursuant to 5
C.FR. § 2635.502(d).

1 recently resigned from my position as substitute Talk Show Hast with Farum
Communications. For a peried of one year, based upon my resignation date, [ will not
participate personally and substantially in any particular matter involving specific parties in
which Forum Communications is a party or represents a perty, unless [ am ficst suthorized o
parlicipate pursuant to 5 C.F.R. § 2635.502(d).
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Upon confirmation, | will resign from my positions with TRIESCO and Bully! PAC. Fora
period of ane year afler my resignation, 1 will pot participate personally and substantially in any
particular matter involving apecific parties in which either TRIERCO or Bully! PAC is a party o
represcnts a party, unbess I am first authorized to participate pursuant o 5 C.F.R. part 2635,
subpart E.

I recently resigned from my pesition as a Board Member with the Theodore Roosevelt
Medorm Foundation and as a Consultant with Prairie Consulting, LLP. For a perod of one year,
based upon oy resignation date, 1 will not participate personally and substantiolly in any
particular maner involving specific parties in which either Theodore Roosevelt Medora
Foundation or Prairie Consulting, LLP [z a party or represents a party, unless | am first
authorized to panicipate purseant to 5 C.F. R part 2635, subpart E.

My spouse is employed as a Director for Noridien Administative Services and the
Community Advisory Board for US Bank. Pursuant to 5 C.F.R. § 2635.502, T will not participate
in any particular matter involving specific parties in which either Mordian Administrative
Serviees or US Bank is or represents a party, unless | am authorized o participate pursuant to 5
C.F.R. § 2635.502(d).

Frausrd T Sehafine
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December 7, 2007

The Honorable Robert 1. Cusick

Director

11.8. Office of Government Ethics

1201 New York Averue, N.W. - Suite 500

Washington, D.C. 20005-3917

Dear Mr. Cusick:

Enclosed is a copy of the SF-278, Public Financial Disclogure Report,
submiitted by Mr. Edward T. Schafer, the individual that Président Biush
nominated to serve as Secretary of Agriculture. [ have reviewed and
signed Mr. Schafer’s form as this agency’s Designated Agency Ethics
Official. Also enclosed is a copy of Mr. Schafer’s ethics agreemeit.
Based upon the infirmiation contained in Mr. Schifer's Public Finsheial
Disclosure Report, and with the pledges made by Mr. Schafer in his
ecthics agresment, Imsumlhinglh&'tmuldgiw:isﬁmamﬁf!imuf
interest or appeardnce theteof with the positidn for which he was

nothinated.
Sincerely,
‘Raymond J. Sheehan
Director
Enclosures
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December 28, 2007

Honorable Tom Harkin

Chairman

Committee on Agriculture, Nutrition, and Forestry
United States Senate

Washington, D.C. 20250-6000

Dear Mr. Chairman:

Pursuant to an agreement with Senate Agriculture Committee staff on
December 20, 2007, 1 have agreed to provide a letter to amend my Public
Finandial Disclosure Report (SF 278) and portlons of the Senate
Questionnaire. Amendments and corrections are as follows:

SF 278

Schedule A, Page 4, Line 4 is amended by Inserting the fallowing:
Block A: Dakota Classics (Antique Automobiles)
Block B: “$100,001-%$250,000"

Block C [Amount]: "Mone (or less than $200)"

NOTE: Schedule D, Part IT requires no amendments or corrections.
All sources of reportable Income under that schedule, for the reporting
nerind of 1/1/2005 throuah oresent. are currently listed.
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ilﬁlll Associated Milk Producers Inc.

315 N. Broadway, P.O. Box 455, New Ulm, MN 58073
Phone: (S07) 354-8295 Fax: {507) 359-8651

January 22, 2008

The Honorable Tom Harkin
United Siares Sennie
Washington, DO 20510
From: Mark Furth

Re: Schafer Momination
Dear Senmor Harkin:

On behalf of the board of directors of Asseciated Milk Producers Inc. (AMPT), | want to suppont the
nomination of former North Dakota Governor Ed Schaler to be the next U.S. Secretary of Agriculiune.

He is uniquely qualified to be the 1op USDA official. As a former governor of a state with an
agriculturally based economy. his insight will be valuable on Capitoel Hill

Agriculture and its people are a1 the heant of an ever-growing necd for food, fiber and fuel. We need
a respected leader to help guide the agricultere policy-making and implementation process.

As the conlirmation hearing begins this week, dont hesitate to comact me if | can be of any assistance

Wark Sushn

Mark Furth
CEO/Presidem
Associated Milk Producers Inc
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” p National Association
e | of Manufacturers
Jelr Engier
Py nstir pad 510
Jamuary 22, 2008
The Honorable Tom Harkin The Honorable Saxby Chambliss
Chairman Ranking Member
Senate Committes on Agricublure, Senate Committee on Agriculiure,
Nutrition and Forestry Mutrition and Forestry
Washington, DC 20510 ‘Washington, DC 20510

Dear Chairman Harkin and Senator Chambliss:

As president of the National Association of Manufacturers (NAM) and as a longtime
personal acquaintance of Governor Ed Schafer, | strongly encourage your favorable consideration of
his nomination 1o be the next Secretary of Agriculture. | am confident that Governor Schafer will
serve farmers, agribusiness, consumers and taxpavers alike with skill, integrity and enthusiasm.

Agriculture and manufecturing are more closely imertwined today than anytime in the past,
and Govemnor Schafer is well-prepared to lead. He has been a manufacturer — as president of the
Gold Seal Company, a major household products company — and his experience ranges from the
world of finance and marketing in New York City to the daily operations in Bismarck, North Dakota
NAM members heartily welcome a nominee who brings this kind of business background to the
President’s Cabinet.

Governor Schafer's tenure as a successful, two-term governor of one of America’s most rural
states is also outstanding. relevant experience for leading the LS. Depantment of Agriculture, Not
only has the Govemnor led a state’s executive branch of government, he has a unique understanding
of federal policies and their impact on the states and citizens. During his governorship, Governor
Schafer also proved to be an effective advocate of expanding expons and diversifying Nornth
Dakota's encrgy economy. The next Secretary of Agriculture is clearly prepared 1o comtinue his
predecessors” strong commitment 1o trade and energy. two of the manufacturing’s sector’s prionitics.

On both a personal and professional note, | had the pleasure of getting to know Governor
Schafer during my years as Governor of Michigan; we worked closely together on issues of critical
importance to our states. He is a dedicated public servant, an effective advocate for what he believes
and a good friend. He will be a great Secretary of Agriculture.

Sincercly.

; John Engﬁ
JEAnp

ce: Members of the Committee on Agriculiure, Mutrition and Foresiry

Marrfacruring Maekes America Siroag
13131 Pessvy bvania Avense, NW = Wishingion, [ DO004- {790 = (2025 6373106 = Fax {202) A3T-J46{0 = waw nam oy
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—State of ———
North Dakota

Office of the Gowvernor

John Hoeven
Govermer
Januaary 22, 2004

The Honorable 'L'om Harkan The Henorsble Saxby Chambliss
Chaieman Ranlking Member
Unsted Stutes Senate Agnculture Commitioe United States Senate Agncubure Communes
731 Hate Sentate Office Duikding 416 Ruseell Senate Office Building
Washingron, D 20510-1502 Washinguon, DC 20510-1005

Drear Chaieman Harkin and Senator Chasbliss:

1 am wnting to recommend and endome Ndwsrd T, Schafer as 2 particubuely warthy
nocousies o be the next Linived Staes Secserary of Apseulmire

| have been privileged 1o know Governor Schaler for more than 15 years, He
recogizes the tremendows impuatance of agmoulnee 1 our napon's hiswary, is present
econumy and mx cxatng future, | know fainpers and mnchers sconss Noeth Dakots
appreciated Schafer’s service on farm policy, rede, reseasch and mussportanon dussg b
term in exffice. Merth Dukoans coiitinne 1o reeogaize him as a srong sdvacste of the
apticulmze industey and we are excited about bis nemmation oo this inpomans ol

Governor Schafer's consderanon for Secrelary is particularly fitting as the Congreas
moves itward eompleton of the pext farm bill His sdeminstrative experience as governaor
will be an ungeortant asset as be leads the Unined States Departmenr of Aggicaltuze m
smplementing the new furm bl | usge you 1o consider his knowdedge, tlents and
management slalls in your consideration of him a3 the next Secrenry of Agriculoure,

[ suppact for the ennfemanon as the next United Sates Secremry of Apgcolire,
Edward 1'. Schaler; and | urge the Agriculturs Commuzes and the Senate concurning therem,
o approve has fuminatun,

C: Senator Kent Coned

Senator Byron Dorgan
Ed Schafer
38:47:56
L B Hoiskevand dve.
Wiseannck, N SHEIS-ALOL
Phose 700328 2300
Fus: 700 128306
wmew i oy

01/23/72008 4:02PH (GMT-05:007
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SENATOR HARKIN

Organic Pasture

Currently, USDA's National Organic Program regulations require access to pasture for
all ruminant animals [§205.237, §205,239). However, in recent years, il has become clear that
some organic dairies have been permitted to sell milk as "organic” even though their cows have
not had access 1o pasture, leading many 1o believe the program regulations should be clarified to
ensure integrity of the organic standards,

To address this growing concern, LISDA in 2006 issued an Advanced Notice of Proposed
Rulemaking to solicit input from the public about the pasture issue. Afler receiving input from
certifiers, farmers, consumers and industry regarding the pasture standards, USDA indicated its
intention to issue a proposed rule in 2006 1o update the rule. Unfortunately, after two years, a
proposed rule has not been published.

QUESTION

As Secretary, will you work to expeditiously publish the rules regarding access to
pasture for organic ruminanis?



85

Questions for Governor Schafer from Senator Baucus
January 24, 2008

1. The Administration has said they oppose the AGI limit
in the Senate and House Farm Bill's as well as the tax
provisions included in both Bills. What specific
concessions will you recommend the Administration
make to help Congress get the Farm Bill across the
finish line and get it signed by the President?

2. Will you come out to Montana in the next six months
to visit with farmers and ranchers?

3. If you could write a disaster program would you base
payments on whole-farm losses or losses to individual
farm units?

4. Should farmers be required to purchase crop
insurance to qualify for disaster assistance?

5. In the most recent disaster bill farmers only receive
payments for one out of every three years.
Unfortunately, this rewards farmers who only suffered a
loss one year, but provides little assistance for those
who suffer multi-year disasters. Do you support a
program that would provide disaster assistance
annually?
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Statement
Senator Sherrod Brown

United States Senate
Committee on Agriculture, Nutrition and Forestry
Confirmation Hearing for Edward T. Schafer Nominee to be Secretary of the United States
Department of Agriculture
Janvary, 14 2008

Thank you Mr. Chairman.

Congratulations to you Governor Shafer on vour nomination as Secretary of Agriculture, I would
also like w thank Acting Secretary Chuck Connor for his service and for his leadership. 1 look
forward 1o working with you on many of the imponam issues facing farmers and low-income
Americans. Your activities as Secretary will towch the lives of many Ohioans and | cannot
overstate the importance of what you do. As you know, agriculture and farming are critical to the
economy of the state of Ohio—not only corn and sovbeans but also our specialty crop, dairy, and
livestock industries which provide good jobs even in these difficult economic times.

Prior to our consideration of the farm bill last year, | held a weeklong series of agricultural
roundtables throughout the state of Chio. These roundtables enabled me o meet face-to-face
with the farmers who will be affected by the farm policy and the actions of the Department of
Agriculwre. By listening to the personal stories of family farmers, | gained a greater
understanding of the challenges and opportunities we face as an agrniculiural state—and what
Ohio agriculture needs to remain strong.

The roundtables renewed my appreciation for the innovation and diversity of Ohio farmers.
Today's farmers are participating in a global market with countless competitors, and not only are
they expected to feed the world, but also to satisfy its growing demand for energy. [ met with a
corn and soybean farmer in Henry County who will be supplying com to the first ethanol plant in
Ohio, and a Montgomery County hog farmer who invested in wind turbines to provide on-farm
CNEIgy,

1 discussed labor issues with nursery and greenhouse owners in Lake County; | met with fruit
and vegetable growers in Ross County who spoke about the opportunities 1o provide fresh fruits
and vegetables to children and senior citizens; and | spoke with dairy farmers in Wayne County
about the importance of livestock 10 our rural communities. Agriculture in Ohio has experienced
unprecedented change, but the values of Ohio’s farmers — hard work and stewardship of the land
- have remained steadfast. If confirmed, | look forward to working with you and the Department
of Agriculture 1o maintain and grow Chio’s agricultural prosperity.

Obwviously, USDA also plays a critical role in administrating our nation’s Food and Mutrition
Programs. | have been very concerned about shortages in at food banks across Ohio. In Hocking
County, 7 pereent of the entire county population went to a church pantry on a single day in
December to receive food. This crisis deserves immediate attention and [ look forward 1o
working with you and the USDA on this important issue and many others important 1o Ohio.
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Questions

Farmers in Ohio and across the country are facing tremendous opportunities and challenges
resulting from the transformative effect of biofuels on the agricultural economy. Currently, crop
prices are high but volatile. And ["ve heard from many farmers that input costs are rising as well
as their overall risk, Current farm programs protect against chronic low prices. However, these
programs do little to help farmers when prices are high but vields are low—resulting in a revenue
shortfall. The Senate passed the Average Crop Revenue program to address these concemns. In
your opinion, what role can revenue protection programs, similar to the Average Crop Revenue
program, play in helping farmers manage the risk inherent in farming?

Food banks in Ohio and every other state are trying to deal with empty commodity shelves and
increased need from working Americans as the economy slows down. The pending House and
Senate Farm Bills would help alleviate this need by providing increases in the amount of TEFAP
funding each year from $140 million 1o $250 million. Delays in reaching agreement on the Farm
Bill have meant continued shortfalls at food banks and other food rescue organizations. In an
effort to provide short term emergency funding, 1 have introduced 5. 2431, which would provide
540 million in anticipated TEFAP funding increases so that USDA can purchase and distnbute
these commodities prior to passage of the Farm Bill. | would appreciate any support from USDA
on this measure. Are there opportunities for USDA to provide short term emergency food
assistance prior to passage of the Farm Bill?
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Questions for Governor Schafer from Senator Bob Casey
January 24, 2008

. As a former Governor of a major agricultural state and a CED of Extend America,

which worked on broadband access for rural communities, what is your opinion
of the veto threat against the Farm Bill? [f the veto were to be used, how do vou
propose that we keep critically important programs like Food Stamps and counter-
cyclical payments operating?

In light of the numerous outbreaks of foodborne illness in the past few years, as
well as the number of recent large recalls of food products, such as ground beef,
the issue of ensuring the safety of our food supply has taken on a greater urgency.
There are currently a number of proposals in Congress to improve the safety of
food, including one to create a single Food Safety Administration. What is your
opinion of the need to create a single, cohesive agency dedicated to food safety?

. Senator Grassley and [ recently introduced the EAT SAFE Act (5.2418), which

addresses the problems of smuggled food and agriculture products which pose
serious risks to our plants, animals, and food. Among the various sections of this
bill is a provision authorizing $10 million for the USDAs Food Safety and
Inspection Service to increase the number of full-time field investigatlors, import
surveillance officers, and other related staff by 100 employees in order to provide
additional detection of food defense threats and detect, track, and remove
smuggled human food products from commerce. What is your opinion on the
need for additional personnel to carry out such responsibilities?

Other proposals currently in Congress to deal with the issue of food safety,
including one Senator Brown and [ introduced (5.2081), propose giving both the
FDA and USDA mandatory recall authority for food products. Recently, the
Administration’s Import Safety Action Plan recommend that FDA be authorized
to pursue the mandatory recall of food products. Do you feel that USDA should
also be given mandatory recall authority? And, why or why not?

As we discussed during our meeting in November, dairy farmers have been hit
hard by rising feed and fuel prices. 1 have spent the past vear working on a
number of initiatives to help provide some relief, some of which were included in
the Senate-passed Farm Bill. Unlike crops like wheat and corn, dairy prices arc
set by the federal government so we have an obligation to make sure that we are
not preventing dairy farmers from getting a fair price for milk. Do you have any
suggestions on ways to improve the federal dairy pricing system (i.e. the Federal
Marketing Order system) to help milk prices keep pace with the actual cost of
producing that milk in a more timely manner?

Another factor in the hard times that dairy farmers have experienced was the milk
power price reporting error that was discovered last summer. Dairy farmers in the
Mortheast, including Pennsylvania, lost tens of millions of dollars as a result of
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this price reporting error. Part of the problem was firms using the wrong data
when disclosing their prices, but the other problem was a lack of oversight and
proper auditing by USDA. What will you do to prevent this from happening
again? What will you do to help farmers recoup their loses due to the error?

7. Senator Specter and | have been working on clarification of a provision in the
Agriculture Marketing Act of 1937 that seems to give the Secretary of Agriculture
the authority to change milk prices based on cost-of-production. Section 608(c)18
reads,

“The Secretary Of Agriculture, prior to prescribing any term in any marketing
agreement or order, or amendment thereto, relaring to milk or irs producis, if
such term is to fix minimum prices to be paid to producers or associations af
producers, or prior to modifying the price fixed in any such term, shall ascertain
the parity prices of such commodities” .. if the Secretary “finds that the parity
prices of such commodities are not reasonable in view of the price of feeds, the
available supply of feeds, and ather economic conditions which affect market
supply and demand. . he shall fix such prices as he finds will reflect such factors,
insure a sufficient quantity of pure and wholesome milk:: and be in the public
interest.”

With the projected decrease in milk prices paid to farmers in the next year and
increased input costs of fuel, feed, and fertilizer, does USDA plan on utilizing
authority under Section 608{(c)18 of the Agricultural Marketing Assistance Act of
1937 to adjust for the change of price of feeds and other economic conditions that
dairy farmers across the United States are facing?

8. What is your position on food labeling, specifically labeling of dairy products and
labeling for no antibiotics/pesticides/growth hormone? What can USDA be doing,
to provide more oversight over mislabeled or falsely labeled food products?

9. Senator Brown and | included an important amendment in the Dairy Subtitle of
the Senate-passed Farm Bill that requires mandatory daily price reporting for
dairy products. Our amendment helps solve the serious problem of outdated dairy
pricing. The current system is extremely complex and there is not enough
transparency for dairy farmers. Mandatory daily reporting, similar to what is used
in livestock markets, would give farmers real-time reporting and data publication
on a daily basis. Our amendment is also supported both by dairy farmers and
dairy processors. Whal is your position on the program proposed in our
amendment?

10. The Commaodity Supplemental Food Program (CSFP) provides monthly nutritious
food boxes to low-income seniors, women, infants and children in 32 states, 2
Indian Tribal organizations and the District of Columbia. 91% of the more than
500,000 recipients of this program are low-income seniors, many of whom are not
eligible for food stamps or other types of Federal nutrition assistance. Yet, last
year the President once again proposed climination of this program, arguing that it
duplicated other Federal nutrition assistance programs. What are vour thoughts on
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the value of and need for this program? Would you be in favor of expanding
senior-eligibility and/or expanding the caseload numbers for this program?

11. What is your position on mandatory animal identification? Do you believe USDA
will be able to successfully implement a national animal [D program on a
voluntary basis?

12. What is your position on Country of Origin Labeling and do you feel it should be
mandatory for all agriculture and food segments?
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Questions
Senator Mike Crapo
Senate Agriculture Committee
January 24, 2008

Governor Edward T. Schafer

1. A major portion of U.S. Department of Agriculture (USDA) Rural Development
assistance is composed of funds for rural housing under the USDA Rural
Housing Servica. In ldaho, approximately 50 percent of USDA Rural
Development loans are housing loans. |t takes competent and well-trained staff
to assist rural communities in the process of understanding and navigating the
matrix of federal rural housing assistance. ldaho's USDA Rural Development
staff has performed well, providing support and assistance despite an 8.7 percenl
cut to its salaries and expenses budget in January 2007, which resulted in the
elimination of approximately 6.5 employees and the closure of two USDA Rural
Development offices. Although Congress has not cut the Rural Development
salaries and expenses budget, there has been word of another possible three to
3.5 percent cul to the salaries and expenses budget for 2008. These culs come
at a time when Rural Development operations in Rocky Mountain States are
already understaffed. These salary culs are predicted to place the greatest
burden on the housing loan staff. To date, no explanation has been given as to
the reason for the cuts,

Why is the salaries and expenses budget being cut even though Congress has
not cut that budget?

As the Secretary of Agriculture, how supportive would you be of the USDA Rural
Housing Service and how committed would you be to ensuring that states like
Idaho have the funds necessary to provide for staff to service rural housing
naeds?
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Prepared Statement of Senator Chuck Grassley
MNomination of Edward Schafer to be
Secretary of Agriculture

Mr. Chairman, [ just want to say a few words on this nomination. Governor Schafler has
the experience necessary 1o run this challenging and extensive department because of his
time as Governor of North Dakota. While his tenure may be short at USDA and with the
wrap up of the farm bill, 1 still believe that he will make a significant impact on
agricultural policy. He's an honest and dedicated man. He appears to make independent
decisions, which is essential when at the helm of an agency as large as USDA,

Even though the farm bill debate and process will be wrapping up soon, USDA will have
a critical role vet to play in implementing the bill and writing the regulations to enforee it
The new Secretary of Agriculture will have to lead that charge,

I am hopeful that we'll have a strong livestock and competition tile in the final version of
the farm bill, but not-withstanding that, USDA still has challenges in managing the
Packers and Stockyards Program. Recent O1G and GAO reports have highlighted the
mismanagement of the program and the lack of competition investigations, 1 would fully
expect a commitment from the new Secrelary 1o take seriously those laws already on the
books and to enforce them. [ also challenge the new Secretary 1o engage in conversation
with the Department of Justice to strengthen enforcement in the increasingly vertically
integrated livestock industry.

In addition, [ will continue to push and work for stricter payment limits in the farm bill
conference. We have to reform the actively engaged rules. Both the USDA payment
limits commission and the GAO report said it needed to be done. 1 hope you will suppon
this idea and if we pass reform on this issue in the farm bill | hope you will agree to make
sure it is rigorously enforced, 1've asked the Department themselves on more than one
occasion 1o lighten up actively engaged in farming rules and they haven't done it.

In conclusion, 1 believe Governor Schafer is an excellent nomines - It appears he will be
a good steward of the US Department of Agriculture during a most challenging time.

Governor Schafer Nomination Questions for the Record

1y The Mandatory Price Reporting law was passed in 2006. However, it's now
January 200% and UDSA still doesn’t have the rulemaking completed. What has
been the holdup and how soon will it be finished? What percentage of each
species has been reporied voluntarily, that would normally be required to report if
the law was mandatory?

2} With the rising prices of com and soybeans, 1 know that USDA is feeling pressure
to release CRP acres. Regardless of whether this happens or not, the nature of the
markets tends 1o indicate that prices will fall. What will USDA do to make sure
that CRP acres are targeted 1o the most highly erodible and sensitive lands?
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The Government Accountability Office (GAD) sent a letter to Acting Secretary
Chuck Connor on January 18", requesting documents and data from the Assistant
Secretary of Civil Rights for their review of the office’s performance. From what
GAO 1ells me, they have made these requests over the last series of months and
have not at this point received all necessary documentation to conduct a full
review, With the USDA's history of discrimination against both farmer’s and
employees, can you assure me that all requested documents will be provided in a
timely manner? And if so, by when can GAO expect them?

Ower the past decade ["ve put considerable effort into opening the Mexican
market to U5, exports of high fructose comn syrup. With the full implementation
of NAFTA on January 1, 2008, Mexico is now finally providing unfettered duty-
free access to our exports of high fructose corn syrup. 1'm concerned; however,
that a proposed agreement 1o manage U.S.-Mexican sugar trade could threaten
U.S. exports of high fructese comn syrup to Mexico. That would harm U.S. com
farmers and downstream producers in the United States. Are you aware of this
proposed agreement? [f confirmed as Secretary of Agriculture, would vou oppose
this proposed agreement? Are there any circumstances in which you would
suppaort a proposal for managed trade in sugar between the United States and
Mexico?

How do you anticipate handling the large amount of rulemaking that will be
necessary after passage of the farm bill and in particular, making sure that dead
farmers and those who aren’t really engaged in farming aren’t receiving program
payments?

What will be the first thing yvou will do to ensure that the Packer's and Stockyards
Program enforces the law that is currently in place, and takes seriously any new
laws that we pass in the Farm Bill? Also, do you believe that the Packers and
Stockyards Program has adequate resources and if not, what do you need to make
sure that effective competition investigations are being done?

How many open competition investigations does Packers and Stoekyards
currently have? What timetable do you have for each of these respective
investigations to be completed?
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Written Questions of Senator Leahy to Edward Schafer
Mominee for Sceretary of Agriculture
January 24, 2008

Nuftrition Programs

Food banks in my state and across the country depend upon commodities distributed by the
Department of Agriculture through The Emergency Food Assistance Program (TEFAF).
Historically, this has come both through TEFAP funding and through bonus commodities
that USDA purchases as the market warrants, Since passage of the 2002 farm bill, bonus
commodities have declined significantly and left food banks with dangerous shortfalls of
[ood. The Farm Bill passed in December by the Senate would provide $250 million a vear
for TEFAP.

As 'm sure vou are aware there is a great deal of discussion on the need for an economic
stimulus package. 1 believe we cannot afford o ignore the warning signs that our economy is
in trouble any longer. Congress and the Administration must act to provide a prompt,
sensible and effective plan that will complement the emergency rate cuts announced Tuesday
by the Federal Reserve.

We must focus on sound steps that will give us the biggest bang for the buck and will flow
into the economy rapidly, so that we stimulate the economy where and when it is most
needed. One of the proven ways 1o stimulate the cconomy for those in need is through the
Food Stamp program which you will oversee if confirmed. Today [ sent a letter today
supporting an across the board twenty percent increase of benefits for a six month period.

1.1. Question: Do vou agree that Food Stamp benefits have a positive measurable impact on
the US economy?

1.2, Question: Do vou feel this Senate level of funding for The Emergency Food Assistance
Program is enough to address the continued shortfalls in bonus commodities?

1.3, Question; Once the Farm Bill is signed by President Bush and funds are allocated, how
can USDA help expedite the purchase, allocation, and transportation of commodities to
people who depend on The Emergency Food Aszsistance Program?

1.4, Question: Are there innovative ways yvou can help tide food banks over until the Farm
Bill is enacted?

. Dairy Programs

As vou know dairy production is extremely important to the State of Vermont, | am sure
you are aware of the rising cost of inputs for dairy farmer across the nation, but especially in
Vermont. Despite milk prices being at all time high; we are expecting significant declines in
farm income during 2008 due to the excessive increase in fuel and feed prices. The Senate
Farm Bill take a strong step forward in restoring a safety net for dairy producers with the
expansion of the MILC program. Nevertheless, [ think we must look at all wolls available,

2.1, Question: Would vou consider using any tool available to the department o alleviate
any significant distress within the dairy producer community such as Federal Milk
Marketing Order updates or the Dairy Export Incentive program?
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3. Disaster Programs
| am deeply concerned by the agencies’ poor interpretation of disaster regulations,
specifically the implementation of the Livestock Compensation Program (LCF).
Unfortunately, USIXA has interpreted the program regulations in o way that restricts losses
and any extra feed costs incurred to the actual calendar vear of the disaster. This is a huge
problem in Vermont because many Verment dairy producers first used their inventory
reserves and did not purchase supplemental feed until 2007, and will not qualify for this
program. With our feeding season in the Northeast extending through spring, until feed is
available from the next crop vear, the majority of producers did not make their purchases
until after December 31, 2007, The producers | am speaking about all had eligible losses of
feed in the same calendar year as the disaster, but will be penalized simply due o the timing
of their feed purchases to replace what had been lost due in the natural disasters.

3.1, Question: Governor Schafer are vou aware of this situation in Vermont and possibly
elsewhere? | hope that as your nomination moves out of this comminee and on to the
Senate floor that we can come to a resolution on this issue so that the needy and eligible
producers both in Vermont and across the country who suffered losses can receive the
federal assistance that they so greatly deserve.

Fire is increasingly a dominant and destructive natural resource problem for the Forest
Service. Seven of the worst ten fire seasons sinee the 1950°s have occurred in just the last 11
years, Communities and livelihoods are put o1 greater and greater risk from these
uncharacteristic fires that bring with them sky-rocketing suppression costs. In 2006, more
than %.87 million acres of public and private land was bumed by wildland fire. The Forest
Service was forced to spend more than $1.5 billion for wildland fire suppression in just 2006,
These expensive fires means agencies cannot fund their other important programs. In fiscal
year 2008, the Forest Service will spend 45% of its budget on wildfire suppression and other
fire-related activities, compared to just 13% in 1991,

Yet, the Forest Service has not committed the necessary fund to get abead of this growing
problem. By USDA’s own calculations, the hazardous fuels in our forests are accumulating
at three times the rate than they are currently being treated, Better Forest Service
management and immediate action are needed to improve the deteriorating health of the
National Forests and 1o reduce the cost of fighting fires.

4.1. Question: How vou will work with Congress 1o assure that funding for essential Forest
Service programs is not diverted to fire, and how you will keep the Forest Service from
becoming the Fire Service?

4.2, Question: How will you work with Congress to provide funding for Hazardows Fuel
Reduction which is currently the only budget line item for active land management to
reduce fire risks on overgrown forest lands?

5. Animal Plant Health Inspection Service
In recent years, several damaging forest pests have been introduced to America, including the

Asian longhorned beetle and emerald ash borer, putting forests across this country al serious
risk. The Animal and Plant Health Inspection Service (APHIS) has the principle
responsibility defending America’s animal and plam resources from invasive pests and
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diseases. However, according to the Government Accountability Office, programs to
eradicate or contain these damaging pests have failed due to inadequate funding in recent
years. Congress has repeatedly asked the Secretary of Agriculture to wtilize emergency funds
from the Commeodity Credit Corporation to sustain effective eradication programs, Despite
this direction from Congress, such funds have proved difficult (o attain for these
emergencies. As a result, these pest programs have been reduced severely and eradication
efforts have suffered.

1 am particularly concerned about the Asian longhomed beetle {ALB) - now located in New
York City and neighboring Wew Jersey and threatening more than 48 million acres of forest
from Maine to Minnesota. At risk are wildlife habitat, water and timber supplies, the maple
syrup industry, and fall foliage tourism. There is widespread agreement among scientists thai
this pest can be cradicated — but only with sufficient effort. Funding shortfalls have stretched
the projected eradication date out from 2009 to 2032 or later. This delay almost guarantees
that the ALB will spread to new areas - including to Vermont and our maple syrup industry.

3.1, Question: What will you do as Secretary 1o ensure that adequate funds are provided to
these programs?

5.2 Question: What will you do as Secretary to ensure that adequate funds are provided to
ensure the earliest possible eradication of the Asian longhomed beetle?
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Senator Ben Nelson
Questions for the Record
Nomination of Ed Shafer to Secretary of Agriculture
January 24, 2008

(1

i2)

(3

()

(3)

Have you begun formulating any plans to make progress towards more fair
and equitable trade in U.S. beef, particularly with nations such as Japan and
South Korea? [f so, can you provide some of your thoughts on how 1o get
them to comply with the OIE guidelines and to cease unfairly blocking U.S.
beel impors?

Similarly, how do you intend 1o clean up some of the internal problems at
USDA with regard to proper oversight of the shipments to Korea and Japan in
order to make sure they comply with current export agreements? How do vou
view USDA’s role in this matter?

Are you willing to revisit the Administration’s position on disaster assistance
— especially the standing disaster program that we included in the Food and
Energy Security Act — and are you willing to work with Congress on how best
to provide this assistance to producers suffering from natural disasters? What
are your views on the matter and how do propose we proceed?

As we've seen with things like the Cowboy Starter Kits where payments go 1o
people that don't farm, and the instences where payments go o deceased
farmers long after Regulations require them to stop, USDA has a track record
of ineffective or improperly administering programs. These examples indicate
the existence of numerous problematic loopholes. 1'd request that vou work
closely with members of this Committee 1o elean up these problems and to
review current program administration to help find and close loopholes that
undermine the political support for safety net programs as well as
undermining the effectiveness of the programs. What are your thoughts on
fixing these problems and have vou been able to look into these matters?

You mention in your testimony the importance of renewable energy and |
could not agree more; biofuels and renewable energy are absolutely vital to
improving our national energy security and they are important for rural
economics and farmers. | think one of the biggest issues facing us when it
comes to renewable fuels and biofuels is how we diversify our domestic
production.  Somehow we've got to help farmers transition to producing
biomass crops and other cellulosic feedstocks, while also diversifying all our
renewable energy production so that we take advantage of things like biogas
produced from animal wastes. 1'm interested in your perspectives on this and
how vou see USDA's role, particularly in how USDA works with the
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Department of Energy. In the past, it has seemed that the two agencies have
been more interesied in battling over the “wrf” than on administering the
programs effectively. Can yvou assure us that one of your top priorities will be
o get better cooperation between USDA and DOE on renewable energy and
biofuels?

I menticned the concerns | had with the closing of FSA offices in Nebraska
and other states. Are you willing to revisit that matter and make certain that
FSA resources are properly disiributed nationwide so that they are getting to
the areas where the workloads indicate real needs? Do you have any further
thoughts on how FSA can better serve producers and more effectively
administer the programs without unnecessarily closing county offices?

Payment limits for commedity program paymenis continues to be one of the
most challenging and contentious issues for the farm bill. Have vou had the
opportunity 1o review the various positions and proposals on payment limits
and, if s0, what are your thoughts? The Administration favors a strong AGI
limitation, while some of us here favor strict caps on the payments going to
producers, do vou have an opinion one way or the other?

Furthermore, what other reforms do you think need o be made in our farm
programs? Coming at the farm bill and farm programs from an “outsider’s”
perspective, what thoughts do you have on these matiers and how do you
propose reforming our farm programs in the future?

Governor Schafer, 1 have long fought to ensure that Sorghum is treated on an
equitable basis with comn by USDA and our farm safety net programs. As vou
know, sorghum is becoming an increasingly important crop because it uses
much less water than corn and can be a complete substitute for corn starch in
ethanol production and other processes. Considering the long-running
problems we in Nebraska face with drought and with water quantity, it would
seem to me that the federal government ought not be creating disincentives to
grow sorghum in water-stressed regions of the country. Unfortunately, that
seems to have been what USDA has done time and again. In 2002 and this
year, | worked to make sure that sorghum was treated equally with comn.
Mow, however, it seems that the Risk Management Agency inexplicably
continues to provide disincentives to sorghum production and 1 have not been
able to get a good answer to why that is. 1 am concemed with how RMA
determines price elections for crops like sorghum. RMA price elections for
sorghum are set at 93% of com even though the USDA World Agricultural
Supply and Demand Estimates have sorghum trading nationally at 108% the
value of com. Will you then, pledge to work with myself and others
interested in this issue o make sure that our federal farm policies — including
RMA price elections - equally treat com and sorghum where that equal
treatment is justified?
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Senator Pat Roberts

Questions for Governor Schafer

Senate Committee on Agriculture, Nutrition and Forestry
January 24, 2008

1. Governor Schafer, after the House and the Senate looked under each chair and every
cushion for offsets, both decided to keep the Direct Payments rates at their current levels.
In their own proposal released almost a year ago, USDA actually offered a slight increase
in the Direct Payment program.

We all know that this program is the most trade friendly program in the commaodity title.
But more importantly, this is the only program that assists producers and their lenders
during times of loss when prices are high due to low supply caused by Maother Nature,

We now have the administration and both chambers of Congress on record supporting the
Direct Payments program at the current level, Governor Schaler, how do you view the
Direct Payment program and will the administration continue to vigorously support the
program as they did in their farm bill proposal?

2. Governor Schafer, the United States has three pending free trade agreements — the
most imminent being the trade agreement with Colombia. After negotiating an agreement
last May with my colleagues on the other side to include enhanced labor and
environmental protections, so far only the Peru FTA has seen action. What is your view
in regard to the benefits of these pending trade agreements? What role will you play in
moving the trade agenda forward?

Specifically, in regard to the Korea FTA, | and many of my colleagues have voiced our
concerns regarding the obstruction to full beef trade. What is your view on the situation
and how will you work to resolve the impasse before the trade agreement comes before
Congress?

3, In Kansas, cattle outnumber people more than 2 to | and more cattle are processed
there than any other state nationwide. So resuming beef trade with our former trade
partners and tapping into new markets is critical to Kansas livestock producers and
processors and our overall state economy.

Resuming trade with former markets has been a grudgingly slow and frustrating exercise.
Last May, the OIE (International Animal Health Organization) classified the U.5. asa
“controlled risk™ for BSE and that our food safety system ensures that U5, beef products
from any animal of any age can be safely traded.
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Do you view this “controlled risk™ determination, which is based on science and not fear.
to be a tool in expanding access to importam foreign markets? What priority will you
give 1o resuming trade based on sound science in your agenda?



101

United States Senator Ken Salazar
Questions for Record
Confirmation Hearing for Secretary of Agriculture Nominee Ed Schafer
1/24/08

Specific Goals

If confirmed, you will most likely have one year as Secretary. Are there any specifie

goals that vou have in mind in addition to your lestimony?

hallenges Rural America is Facing?

Governor, in your view what are some of the most serious challenges facing rural

America and what do you believe the Department should do to address those challenges?

07 Farm Bill

Giovernor, in your testimony you talked about your desire to enhance our agricultural
economy, advance renewable energy. protect America’s safe and low cost food supply,
nutrition, rural infrastructure, and resource conservation. In my view, it is going to be

very difficult to do that without a Farm Bill re-authorization.

What do you specifically plan to work on with the President to get a Farm Bill

reauthorization signed into law?

2007 F: 1] mentati

In my view, one of the most important issues you will deal with as Secretary will be

beginning the implementation of the Farm Bill.

Will vou commit to working with the Members of this Committee so that we can be sure
that Congress’ intent is reflected in the implementation of the bill"s different programs

and provisions?
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Disaster Assistance

Do you support the efforts that Congress has made in the past to provide assistance to
agricultural producers in the midst of natural disasters such as floods, drought, and
blizzards in the form of ad hoc agricultural disaster assistance packages?

Renewable Energy

I. Do you agree that the Department has a role to play in the development of

renewable energy in rural America? What role should that be or not be?

2, Will vou be an advocate for the direction of increased resources to renewable

energy development in rural areas?

3. What role do you believe rural cooperatives should play in the development of

rural America’s renewable energy potential?

LS. Potatoes and ra

Last November | wrote the USDA to emphasize the importance of market access for U.S
potatoes to Mexico’s border region. [ am encouraged that USDA raised this issue during
the U.S.-Mexico Consultative Committee on Agriculture meeting last week.

I would like to ask you to keep me apprised of progress on this issue and personally
emphasize 10 you the importance of expanded market opportunities for U.S. Potatoes in

Mexico. Will you continue this effort?
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Enforcement of Packers & Stockvards

In 2006 the USDA Office of Inspector General testified before this committee regarding
the results of its audit the Grin Inspection, Packers, and Stockyards Administration’s
{GIPSA) management of the Packers & Stockyards Programs. These programs are

responsible for maintaining fair trade practices in livestock marketing and transactions.

The audit concluded that that GIPSA had not established an adequate environment or
controls for investigative activities, specifically for competition cases. Since then,
GIPSA has taken some corrective actions in response to the Inspector General's audit. |
am convingced that USDA must continue to be vigilant in investigating violations and
enforcing the law in these areas.

As a former governor, what type of approaches have you used in the past to ensure that
departments and agencies are doing their job?

In addition, when you found that a department or agency was falling short in its duties,

what actions did you 1ake 1o rectify the situation?

What will you do to ensure full and effective enforcement of the Packers and Stockyards
Act by USDA and its agencies?

Section 5403 of the Senate passed Farm Bill expresses the Sense of Congress that the
Seeretary of Agriculture should act to resolve all claims and class actions brought against

Department in an expeditious and just manner.

Under your leadership, what actions will the Department take to address this Sense of

Congress?
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National Organic Program

Governor, last year USDA's National Organic Program (NOP) took enforcement
action against the Colorado Department of Agriculture and a large organic dairy
located in Colorado. The action alleged "willful” violations of the Mational

Organic Program.

USDA took this action without consulting with the Colorado Department of
Agnculture, an accredited National Organic Program delegated enforcement and

certification agency.

USDA has since withdrawn its allegations against the Colerado Depariment of
Agriculture and has reached a settlement with the dairy.

In the recent past, the Colorade Department of Agriculture has not hesitated to
propose revoking the organic centification of producers who were found to be in
violation of the Program, regardless of size. In all cases, USDA’s National
Organic Program disagreed with the Colorado Department of Agriculture and

upheld these certifications.

In Colorado there is a concern that the USDA may be having difficulty achieving
a "size-neutral” enforcement posture in regards to National Organic Program

regulations,
How do you, as Secretary, intend to address this concern?

| understand that the NOP is a small, recently established program that is
altempting o manage a rapidly growing organic sector that is valued at $20
billion/year. As Secretary would you be willing to look at NOP as a program that
may require additional resources and further development in the coming year?
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MNational Animal Identification

As you are well aware, many individuals and organizations are concerned about the
implementation of the National Animal Identification Svstem (WAIS). It has been
reported that USDA is providing states and organizations grants to support
implementation of NAIS. Some states are using them to implement voluntary programs
and maintaining all information gathered at the state level, while some states are using

the funds for other purposes.

Will vou provide to the Committee a detailed report on these grants and identify the
where in USDA's budget these funds are being derived from?

Dairy

In 2007 the USDA investigated the price reporting process for non-fat dry milk
{NFDM). Upon completing the 52-week review, the National Agricultural Statistics
Service (NASS) discovered that errors in reporting had occurred in both non-fat dry milk
and whey prices which resulted in a significant loss of income for dairy producers.

As Secretary, will you provide the Committee with a detailed report of the actions that
LUSDA has taken to address these reporting errors?
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RESPONSE TO QUESTIONS SUBMITTED TO SECRETARY DESIGNATE
ED SCHAFER BY SENATOR TOM HARKIN

Organic Pasture

Currently, USDA's National Organic Program regulations réquire access to pasture for all
ruminant animals [§205.237, §205.239]. However, in recent years, it has become clear that
some organic dairies have been permitted 1o sell milk as “organic” even though their cows have
not had access to pasture, leading many 1o believe the program regulations should be clarified 1o
ensure imegrity of the organic standards.

To address this growing concern, USDA in 2006 issued an Advanced Notice of Proposed
Rulemaking to solicit inpul from the public about the pasture issue, After receiving input from
certifiers, farmers, consumers and industry regarding the pasture standards, USDA indicated its
intention 1o issue a proposed rule in 2006 to update the rule. Unforiunately, after two years, a
proposed rule has not been published.

1. As Secretary, will you work to expeditiously publish the rules regarding access to pasture for
organic ruminants?

Response: [t is my understanding that USDA is working on rulemaking to address the pasture
requirements for organic ruminants, which is currently in clearance in the Department. [
confirmed, I will expeditiously ask for a briefing on the issue to understand what is needed 10
bring the process to a conclusion,
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RESPONSE TO QUESTIONS SUBMITTED TO SECRETARY DESIGNATE
EI) SCHAFER BY SENATOR MAX BAUCUS

1. The Administration has said they oppose the AGI limit in the Senate and House Farm Bill's
as well as the tax provisions included in both Bills. What specific concessions will you
recommend the Administration make 1o help Congress get the Farm Bill across the finish line
and get it signed by the President?

Response: Successful completion of a new Farm Bill this vear would be one of my highest
prioritics. | understand that the AGI limit and tax provisions are among the more widely debated
izsues, If confirmed, | look forward to working with Congress to develop a Farm Bill that the
President can sign.

2. Will you come out to Montana in the next six months to visit with farmers and ranchers?

As yvou may know, my wife grew up on a farm in Turner, Montana, so | have a great appreciation
for your state and its farmers and ranchers. [ appreciate the invitation, and if confirmed look
forward 1o visiting Momana az soon as my schedule will permit.

3. 1f you could write a disaster program would you base payments on whale-farm losses or losses
1o individual farm units?

Response: While | believe the primary vehicle to address production losses should be the crop
insurance program combined with a revenue based countereyelical payment, [ am anxious, if
confirmed, o have the Department’s experts briel me in detail on this importanit issue. My
understanding is that crop insurance and (o a certain extent the countercyclical payment program
bath utilize the unit structure o deliver assistance.

4. Should farmers be required to purchase crop insurance to qualify for disaster assistance?

Response: [ believe that crop insurance should be the primary ool available through the Federal
government for fanmers o manage their production risks. Crop insurance provides farmers with
effective risk management protection in a cost-effective and timely framewaork., Crop insurance
also provides farmers a greater degree of individual control of their risk management program as
compared 1o what can be provided through a disaster assistance program. 11 is my understanding
that the Administration has proposed requiring the purchase of crop insurance as a condition for
receiving farm program benefits. | would note that [ also believe that the availability of disaster
assistance provides a disincentive for at least some farmers to participate in the Federal crop
insurance program.

3. In the most recent disaster bill farmers only receive payments for one out of every three vears.
Unfortunately, this rewards farmers who only suffered a loss one vear, but provides little
assistance for those who suffer multi-vear dizasters. Do you support a program that would
provide disaster assistance annually?

Response: [ agree that we should take a very hard look at the current disaster payment system,
and understand that there are several proposals to address the vanious perceived shoncomings, |
believe the primary vehicle 1o address production losses should be the crop insurance program
combined with a revenue-based countercyclical pavment. Combined, these programs would
provide a dependable mechanism to address multi-vear disasters.



108

RESPONSE TO QUESTIONS SUBMITTED TO SECRETARY DESIGNATE
ED SCHAFER BY SENATOR SHERROD BROWN

1. Farmers in Ohio and across the country are facing tremendous opportunities and challenges
resulting from the transformative effect of biofuels on the agricultural economy. Currently, crop
prices are high but volatile, And 1"ve heard from many farmers that input costs are rising as well
as their overall risk. Current farm programs protect against chronic low prices. However, these
programs do fintle 1o help farmers when prices are high but yields are low—resulting in a revenue
shortfall. The Senate passed the Average Crop Revenue program to address these concemns. In
your opinion, what role can revenue protection programs, similar to the Average Crop Revenue
program, play in helping farmers manage the risk inherent in farming?

Response: [ support the ereation of a revenue-based counter-cyvelical payment program similar
to that contained in the United States Department of Agriculture’s 2007 Farm Bill Proposals.
Should | be confirmed as Secretary, [ look forward to working with Congress 1o craft a revenue-
based counter-cyclical payment programs to provide farmers with this critically important risk
management tool.

2. Food banks in Ohio and every other state are trying to deal with empty commaodity shelves
and increased need from working Americans as the economy slows down, The pending House
and Senate Farm Bills would help alleviate this need by providing increases in the amount of
TEFAP funding each vear from 5140 million to $250 million. Delays in reaching agreement on
the Farm Bill have meant continued shortfalls at food banks and other food rescue organizations.
In an effort 1o provide short term emergency funding, [ have introduced 5. 2431, which would
provide $40 million in anticipated TEFAP funding increases so that USDA can purchase and
distribute these commodities prior to passage of the Farm Bill. | would appreciate any support
from UUSDA on this measure. Are there opportunities for USDA 1o provide short term emergency
food assistance prior to passage of the Farm Bill?

Response: Food banks are a eritical link in providing nutrition assistance to those in need. [ am
commilted to continuing our parinership with them and encouraging other key partners — state
and local governments, charitable organizations, and industry - to do their part as well,

It is my understanding that USDA recently started an innovative program to barter stocks of
CCC raw commodities for foods w be provided to the TEFAP program. | understand that these
foods are reaching food banks now and will provide some short-term assistance. If confirmed, 1
would encourage more of these creative approaches so we can quickly leverage our available
resources 1o help those in need,
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RESPONSE TO QUESTIONS SUBMITTED TO SECRETARY DESIGNATE
ED SCHAFER BY SENATOR ROBERT CASEY

I. As a former Governor of a major agricultural state and a CEQ of Extend America, which
worked on broadband access for rural communities, what is your opinion of the velo threat
against the Farm Bill? If the veto were 1o be used, how do you propose that we keep eritically
important programs like Food Stamps and countercyclical payments operating?

Response: | am optimistic that the Congress can deliver a bill 1o the President that he will sign. 1
am commilted to working with the committee 1o achieve the necessary reform for a Farm Bill.

2. In light of the numerous outbreaks of foodborne iliness in the past few years, as well as the
number of recent large recalls of food products, such as ground beef, the issue of ensuring the
safety of our food supply has taken on a greater urgency. There are currently a number of
proposals in Congress to improve the safety of food, including one to create a single Food Safety
Administration. What is your opinion of the need 1o create a single, cohesive agency dedicated (o
food safery?

Response: Food safety is an important topic and certainly one that deserves attention. As you
mention, there has been a broad discussion in the past year about food safety and whether our
current system is the appropriate appraach for protecting public health. You reference the
numerous proposals that have been introduced in Congress and specifically legislation to create a
single food agency. If confirmed, | will take a close look at this as well as the other
Congressional proposals. | plan to work closely with Congress and our food safety experts at
USDA about the approach that best protects public health.

3. Senator Grassley and 1 recently introduced the EAT SAFE Act (5.2418), which addresses the
problems of smuggled food and agriculture products which pose serious risks to our plants,
animals, and foed. Among the various sections of this bill is a provision authorizing $10 million
for the USDA's Food Safety and Inspection Service 1o increase the number of full-time field
investigators, import surveillance officers, and other related stall by 100 employees in order to
provide additional detection of food defense threats and detect, track, and remove smuggled
human food products from commerce, What is your opinion on the need for additional personnel
to carry out such responsibilities?

Response: | share your concerns about the threat of illegal imports to our food supply and US
agriculture. IT 1 am confirmed, | will be sure to look at the needs of the agency to prevent illegal
imports and work closely with other agencies involved in these efforts. As the governor of a
border state, 1 understand how important it is to protect against smuggled food and agricullure
products which could pose serious risks to our plants, animals, and food.

4. Other proposals currently in Congress o deal with the issue of food safety, including one
Senator Brown and | introduced (5.2081), propose giving both the FDA and USDA mandatory
recall authority for food products. Recently, the Administration’s Import Safety Action Plan
recommend that FDA be authorized to pursue the mandatory recall of food products. Do vou feel
that USDA should also be given mandatory recall authority? And, why or why not?
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Response: [f confirmed, T plan to meet with food safety experts about the additional steps that
wie can take to improve food safety. Specifically, | will ask about the agency’s ability to conduct
elfective recalls and the implications of the current voluntary recall authority versus a mandatory
recall.

5. As we discussed during our meeting in November, dairy farmers have been hit hard by rising
feed and fuel prices. | have spent the past vear working on a number of initiatives o help provide
some relief, some of which were included in the Senate-passed Farm Bill. Unlike crops like
wheat and corn. dairy prices are set by the federal government so we have an obligation 1o make
sure that we are not preventing dairy farmers from getting a fair price for milk. Do you have any
suggestions on ways to improve the federal dairy pricing system (i.e. the Federal Marketing
Order system) 1o help milk prices keep pace with the actual cost of producing that milk in a more
timely manner?

Response: While T am not fully aware of all of the details, [ do know that USDA has a number
of programs that address the issues and challenges facing the dairy industry. [f confirmed, |
commit to being fully bricfed on these programs to ensure you and | can sit down and discuss the
interactions of these and how they assist the dairy producers in your state.

6. Another factor in the hard times that dairy farmers have experienced was the milk power price
reporting error that was discovered last summer. Dairy farmers in the Northeast, including
Pennsylvania, lost tens of millions of dollars as a result of this price reporting error. Part of the
problem was firms using the wrong data when disclosing their prices. but the other problem was
a lack of oversight and proper auditing by USDA. What will vou do to prevent this from
happening again? What will vou do to help farmers recoup their loses due 1o the error?

Response: As | understand this situation, in Julv 2007, USDA published a rule authorizing the
verification of prices reported by plants selling the four manufactured dairy products reported 1o
USDA for use in FMMO pricing formulas. The rule was effective on August 2, and USDA
auditors were in plants verifying reported prices on August 6. To date, USDA has visited every
reporting plant at least once and will continue this oversight as budgets allow. Frequency of
visits in the future will depend upon the availability of funds, As noted abave, these reported
dairy product prices are used to establish minimum FMMO prices on a monthly basis. After
handlers have made their payments to the FMMO pools and these funds have been dispersed to
dmiry farmers, there is no way to obtain additional dollars from the marketplace to compensate
dairy farmers. Handlers set their prices to their customers and sell their products on the basis of
the prices announced. [f confirmed, | commit that [ will work within the Department to ensure
all appropriate steps are being taken to ensure accurate reporting.

7. Senator Specter and | have been working on clarification of a provision in the Agriculture
Marketing Act of 1937 that scems to give the Secretary of Agriculture the authority to change
milk prices based on cost-of-production. Section 608(c) 18 reads,

"The Secretary OF Agriculture, prior fo prescribing any lerm in any markeling agreement or
arder, or amendment herela, relating to mulk or ity products, If such term is to fix mininm
prices to be pald to producers or associations of producers, ar prior to modifving the price fived
in any such term, shall ascertain the pavity prices of such commodities ... if the Secretary " finds
that the parity prices of such commodities are nol reasenable in view of the price of feeds, the
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available supply of feeds, and ather economic conditions which affect market supply and
demand. . e shall fix such prices as he finds will reflect such factors. insure a sufficiens guantin.
of pure amd wholesome milk: - and be in the public interest ™

With the projected decrease in milk prices paid to farmers in the next year and increased input
costs of fuel, feed. and fertilizer, does USDA plan on ulilizing swthority under Section 608(c)1
of the Agricultural Marketing Assistance Aet of 1937 to adjust for the change of price of feeds
and other economic conditions that dairy farmers across the United States are facing?

Response: 11is my understand that USDA has been using Section 608(c)18 as the standard
authority for setting class prices under the FMMO program. Changes in economic conditions,
both on the production and the consumption sides, are reflected in the wholesale prices of
manufactured dairy products. By using the wholesale prices of butter, cheese, nonfat dry milk
and dry whey in our minimum price formulas, both the costs of farmers 1o produce milk and the
ability and willingness of consumers to purchase these products are recognized. If confirmed, |
will review this policy,

8. What is your position on food labeling, specifically labeling of dairy products and labeling for
no antibioticspesticides/growth hormone? What can USDA be doing 1o provide more oversight
over mislabeled or falsely labeled food products?

Response: | believe that product labels should be truthful and not misleading. My
understanding is that the labeling of dairy products falls under the jurisdiction of the Food and
Drug Administration (FDA). If confirmed, 1 look forward 1o working with FDA and other
federal agencies to ensure products are properly labeled where required, and in the case of
marketing claims, work to ensure those ¢laims are accurate,

9, Senator Brown and | included an important amendment in the Dairy Subtitle of the Senate-
passed Farm Bill that requires mandatory daily price reporting for dairy products. Our
amendment helps solve the serious problem of outdated dairy pricing. The current system is
extremely complex and there is not enough transparency for dairy farmers. Mandatory daily
reporting, similar to what is used in livestock markets, would give farmers real-time reporting
and data publication on a daily basis. Our amendment is also supported both by dairy farmers
and dairy processors. What is vour position on the program proposed in our amendment?

Response: As | understand, USDA currenily provides weekly reports of basie dairy product
prices and volumes which meet the needs of the Federal milk marketing order program. IT
confirmed, [ will look into the details of your proposed enhanced data collection activities and
how it would affect the current marketing system.

10. The Commodity Supplemental Food Program (CSFP) provides monthly nutritious food
boxes to low-income seniors, women, infants and children in 32 states, 2 Indian Tribal
organizations and the District of Columbia. 91% of the more than 500,000 recipients of this
program are low-income seniors, many of whom are not eligible for food stamps or other types
of Federal nutrition assistance. Yel, last vear the President once again proposed elimination of
this program. arguing that it duplicated other Federal nutrition assistance programs. What are
your thoughts on the value of and need for this program? Would you be in favor of expanding
senior-cligibility and/or expanding the caseload numbers for this program?
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Response: [f confirmed [ commit to reviewing this program and look forward to working with
vou after | am briefed.

11, What is your position on mandatory animal identification? Do vou believe USDA will be
able to successfully implement a national animal 1D program on a voluntary basis?

Response: | do not believe that it is appropriate for USDA to mandate producer participation in
the National Animal [dentification System (NAIS). | do however believe that NAIS is needed in
our country o give State and Federal animal health officials the tools they need to respond
swiftly and thoroughly to seriows animal discase events. This can be accomplished through a
voluntary program that works cooperatively with the livestock producers. | believe it is critical
that producers understand NAIS, its benefits to them and their industries, and then make
informed decisions regarding their participation,

12, What is your position on Country of Origin Labeling and do you feel it should be mandatory
for all agriculture and food segments?

Response: UUSDA has until September 30, 2008 to implement current law, which [ understand
Congress has amended at various times since the 2002 farm bill. 1 also note thar Congress is
considering further amendments to the eriginal mandatory COOL provisions. 1§ confirmed, |
will work to implement the laws Congress has enacted,
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RESPONSE TO QUESTIONS SUBMITTED TO SECRETARY DESIGNATE
ED SCHAFER BY SENATOR MICHAEL CRAPO

1. A major portion of U.S, Department of Agriculre (USDA) Rural Development assistance is
composed of funds for rural housing under the USDA Rural Housing Service. In Idaho,
approximately 50 percent of USDA Rural Development loans are housing loans. It takes
competent and well-rained stafl 1o assist rural communities in the process of understanding and
navigating the matrix of federal rural housing assistance. Idaho’s USDA Rural Development
stafl has performed well, providing support and assistance despite an 8.7 percent cut 1o its
salaries and expenses budget in January 2007, which resulted in the elimination of approximately
6.5 employees and the closure of two USDA Rural Development offices, Although Congress
has not cut the Rural Development salaries and expenses budget, there has been word of another
possible three 10 3.5 percent cut to the salaries and expenses budget for 2008, These cuts come
at a time when Rural Development operations in Rocky Mountain States are already
understaifed. These salary cuts are predicted 1 place the greatest burden on the housing loan
staff. To date, no explanation has been given as to the reason for the cuts.

Why is the salaries and expenses budget being cut even though Congress has not cut that budget?

As the Secretary of Agriculture, how supportive would vou be of the USDA Rural Housing
Service and how committed would you be 1o ensuring that states like Idaho have the funds
necessary lo provide for staff to service rural housing needs?

Response: [tis my understanding that USDA Rural Development is in the process of updating
the way it conducts business nationwide. While | do not know the details, [ have been briefed
that updated business plans are being implemented in each state that realigns offices 1o ensure
that all USDA Rural Development offices have the stafl and expertise needed to deliver all
programs, If confirmed, | will make sure [ am fully briefed on these plans.

While | am unfamiliar with the details of the FY0R budget, | am supportive of Rural
Development and recognize the imponance of home ownership in rural areas, As a former
governor and business owner, | recognize the need to respond to market, budget and program
demands in a changing environment. [ believe improving efficiencies through new business
plans and available technology will better position USDA 1o respond to future demands. 17
confirmed, 1 will work 10 ensure that all USDA agencies have the necessary resources they need
tor accomplish their priority missions during these times of tight budget constraints.
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RESPONSE TO QUESTIONS SUBMITTED TO SECRETARY DESIGNATE
ED SCHAFER BY SENATOR CHARLES GRASSLEY

1. The Mandatory Price Reporting law was passed in 2006, However, it"s now January 2008 and
USDA still doesn't have the nilemaking completed. What has been the holdup and how soon will
it be finished? What percentage of each species has been reporied voluntarily, that would
normally be required to report if the law was mandatory?

Response: Although Congress resuthorized the Livestock Mandatory Reporting Act of 1999 in
2006, unforiunately it was not signed into law until afier the authority for 1999 legislation had
lapsed. As aresull. USDA was required to stant the rulemaking process from scratch through a
notice and comment process. Accordingly, a proposed rule pertaining to the reimplementation of
the program was published in August 2007 and the final regulations that would re-implement the
program are in Departmental clearance now.

If confirmed, 1 will quickly work to obtain the information vou have requested regarding the
specific data related 1o the percentage of each species that has been reported voluntarily, that
would normally be required to repart if the law was mandatory,

2. With the rising prices of com and soybeans, | know that USDA is feeling pressure to releass
CRP acres. Regardless of whether this happens or not, the nature of the markets tends to indicate
that prices will fall. What will USDA do to make sure that CRP acres are targeted to the most
highly erodible and sensitive lands?

Response: Coming from North Dakota, | am keenly aware of the benefits of the Conservation
Reserve Program (CRP). 1 believe the program is an important one to the general conservation
goals of our nation. If confirmed, [ will work to ensure that this program protects our most
highly erodible and sensitive lands. Should discussions take place to consider releasing CRP
acres, | will not make that decision lightly, My goal, first and foremost, is to protect the
conservation of sensitive lands.

3. The Government Accountability Office (GAD) sent a letter to Acting Secretary Chuck Connoer
on January 18w, requesting documents and data from the Assistant Secretary of Civil Righis for
their review of the office’s performance. From what GAO tells me, they have made these
requests over the last series of months and have not at this point received all necessary
documentation to conduct a full review. With the USDA’s history of discrimination against both
farmer’s and employees, can you assure me that all requested documents will be provided in a
timely manner? And il 5o, by when can GAD expect them?

Response: If confirmed, [ will immediately look into this request and get fully briefed our
USDA's efforts to provide appropriste responses to GAQ's requests.

4. Ower the past decade 1"ve put considerable effort into opening the Mexican market to UL,
exports of high fructose com syrup. With the full implementation of NAFTA on January 1, 2008,
Mexico is now finally providing unfenered duty free access to our exports of high frectose com
svrup. I'm concerncd; however, that a proposed agreement to manage U.S.-Mexican sugar trade
could threaten U5, expons of high fructose com syrup 1o Mexico. That would harm U.S. com
farmers and downstream producers in the United States. Are vou aware of this proposed
agreement? If confirmed as Secretary of Agriculture, would you oppose this proposed
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agreement? Are there any circumstances in which you would support a proposal for managed
trade in sugar between the United States and Mexico?

Response: [ believe that NAFTA has been a remarkable success story for all three partners. It
has contributed 1o significant increases in agricultural trade and invesiment between the United
States, Canada and Mexico and has benefited farmers, ranchers and consumers throughout Morth
America. | know that both countries are some of our best customers when it comes 1o
agriculture.

I am aware that on January 1, 2008 the last few trade restrictions on agricultural products were
removed, and U5, farmers and ranchers are prepared 1o take advantage of the full potential of
NAFTA to expand trade. As Secretary, | will continue the efforts of my predecessors to ensure
that rules for all agricultural products traded with Mexico are fair, ransparent, and comply with
the terms of our mutual agreements.

While | have heard reponts of a proposal to manage sugar trade with Mexico, [ am not familiar
with the details. If confirmed, [ will look closely at this and any other issues impacting
agricultural trade,

5. How do you anticipate handling the large amount of rulemaking that will be necessary after
passage of the farm bill and in particular, making sure that dead farmers and those who aren’t
really engaged in farming aren’t receiving program payments?

Response: As a former Governor, | understand that rulemaking after passage of a significant
piece of legislation like the Farm Bill 15 a significant challenge that the Department of
Agriculture will face. It is vitally important, however, that rules and regulations are drafted in
such a way that they maintain the integrity of congressional intent and provide fair and equitable
distribution of benefits. Regarding payments to deceased individuals, T will make it a priority 1o
protect taxpaver dollars by working to ensure that these funds are distributed only to appropriate
recipients.

6. What will be the first thing you will do 1o ensure that the Packer's and Stockyards Program
enforces the law that is currently in place, and takes seriously any new laws that we pass in the
Farm Bill? Also, do vou believe that the Packers and Stockyards Program has adequate resources
and if not, what do vou need 10 make sure that effective competition investigations are being
done?

Response: | understand that USDA has taken an aggressive approach to enforeing the existing
provigsions of the Packers and Stockyvards Act and worked 1o building a sirong regulatory
program to protect producers and ensure competitive markets for livestock and poultry. They
have successfully addressed the issues identified by O1G in their 2006 audit report: removing
internal readblocks, increasing morale and targeting resources o increase industry compliance
with the Act and regulations. My first steps as Secretary will be to ensure these positive changes
in the program continue and results from their program activities continue to improve,

7. How many open competition investigations does Packers and Stockyards currently have?
What timetable do you have for each of these respective investigations o be completed?

Response: While | am not aware of the details, 1 have been briefed that the Packers and
Stockyards Program has two competition cases under investigation in the field and expects the



116

field work to be completed this spring. P&SP also has additional competition cases that are
under review or in the formal admimstrative process.
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RESPONSE TO QUESTIONS SUBMITTED TO SECRETARY DESIGNATE
ElN SCHAFER BY SENATOR PATRICK LEAHY

1. Nutrition Programs

Food banks in my state and across the country depend upon commodities distributed by the
Depantment of Agriculture through The Emergency Food Assistance Program (TEFAF).
Historically, this has come both through TEFAFP funding and through bonus commaodities that
USDA purchases as the market warrants. Since passage of the 2002 farm bill, bonus
commodities have declined significantly and left food banks with dangerous shortfalls of food,
The Farm Bill passed in December by the Senate would provide 3250 million a year for TEFAP

As I'm sure you are aware there is a greal deal of discussion on the need for an economic
stimulus package. [ believe we cannot afford to ignore the warning signs that our economy is
in rowhle any longer. Congress and the Administration must act to provide a prompt, sensible
and effective plan that will complement the emergency rate cuts anpounced Tuesday by the
Federal Reserve,

We must focus on sound steps that will give us the biggest bang for the buck and will flow into
the economy rapidly, so that we stimulate the economy where and when it is most needed. One
of the proven ways to stimulate the economy for those in need is through the Food Stamp
program which vou will oversee if confirmed. Today [ sent a letter today supponting an across
the board twenty percent increase of benefits for a six month period.

1.1. Question: Do vou agree that Food Stamp benefits have a positive measurable impact on the
US economy?

Response: The Food Stamp Program is one of the government’s “first responder™ programs in
times of ecconomic difficulty. Simply by virtue of its design, the program expands lo meet
imgreased need when the economy experienses a downturn and contracts when the cconomy is
strong. Food stamp benefits flow o communities, States, and regions of the country that face
rising unemployment or poverty, providing a boost for local economies. Conversely, when the
economy strengthens, program participation declines.

Even more fundamental to its mission, the Food Stamp Program, along with the other domestic
nutrition assistance programs, form a nutritional safety net designed 1o serve low-income
individuals, children and families in need. As a former Governor, 1 am very familiar with the
positive impact food stamp benefits have on the lives of those in need.

Food stamps are the centerpiece of our nation’s nutrition assistance system. | am committed, if
confirmed, o continuing USDA efforts 10 ensure access to the Program and encourage
participation by those who are eligible.

1.2, Question: Do vou feel this Senate level of funding for The Emergency Food Assistance
Program is enough to address the continued shortfalls in bonus commodities?

Response: Clearly, it is in everyone™s interest to ensure that food banks and other emergency
food providers are able w respond effectively to the needs of those that rely on them. [t is my
understanding that the Administration proposed $2.75 billion in additional funding for fruit and
vegelable commodity purchases over the next 10 vears as part of its Farm Bill proposal, and tha
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part of this increase would be directed to TEFAP, providing a more stable flow of commaodity
foods than bonus purchases, by their nature, can provide.

If confirmed, 1 will direct my staff to make recommendations as to what ¢lse can be done within
U'SDA's resources 1o help offset recent declines in the availability of bonus commodities 1hat
have resulted from the current strength of the ULS. agriculture market. [ would also encourage
other key partners in emergency feeding efforts, such as state and local governments, charitable
organizations, and industry 10 find additional resources and creative solutions to address this
issue,

1.3. Question: Once the Farm Bill is signed by President Bush and funds are allocated, how can
USDA help expedite the purchase, allocation, and transportation of commoditics to people who
depend on The Emergency Food Assistance Program?

Response: [T confirmed, | will direct the Department 1o brief me on processes for the purchase,
allocation, and distribution of USDA commodities to TEFAP outlets and the Depariment’s other
commaodity distribution programs, Because TEFAP provides critical assistance to food banks
and other emergency food providers serving those in need, working with our partners at the Stale
and local level to ensure the prompt delivery of commaodities will be a prionity.

1.4 Question: Are there innovative ways you can help tide food banks over until the Farm Bill is
enaeted?

Response: By their nature, food banks and other emergency feeding organizations are grounded
in partnerships. All those involved in their longstanding success — USDA, state and [ocal
governments, charitable organizations, industry, and individuals that donate and help distribute
food 1o the needy — need to do what they can to address these shortfalls.

1 was pleased to leam that USDA recently started an innovative program to barter stocks of CCC
raw commaodities [or {oods to be provided to the TEFAP program. These foods are being
delivered now and are providing some immediate relief. 1 hope that our partners in these efforts
will also do their part to find short-term relief. 1§ confirmed, [ will continue 1o encourage
creative approaches in both the public and private sectors so we can leverage our limited
resources 10 help those in need,

1. Dairy Programs
As you know dairy production is extremely important 1o the State of Vermont | am sure vou are

aware of the rising cost of inputs for dairy farmer across the nation, but especially in Vermont.
Diespite milk prices being at all time high; we are expecting significant declines in farm income
during 2008 due 1o excessive increase in fuel and feed prices. The Senate Farm Bill take a
strong step forward in restoring a safety net for dairy producers with the expansion of the MILC
Program. Nevertheless, | think we must look at all 10lls available,

2.1 Question: Would you consider using any tool available 1o the departiment to alleviate any
significant distress within the dairy producer community such as Federal Milk Marketing Order
updates or the Dairy Export Incentive program?

Response: | am very aware that dairy is a vitally important issue in the Northeast and in the
State of Vermont. | look forward to becoming more familiar with dairy programs on a national
level, and examining issues surrounding Federal Milk Marketing Order updates and the Dairy
Expont Incentive Program,
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3. Disaster Programs

| am deeply concerned by the agencies' poor interpretation of disaster regulations, specifically
the implementation of the Livestock Compensation Program (LCP). Unfortunately, USDA has
interpreted the program regulations in a way that restricts losses and any extra feed costs
incurred to the actual calendar year of the disaster. This is a huge problem in Vermont because
many Vermont dairy producers first used their inventory reserves and did not purchase
supplemental feed until 2007, and will not qualify for this program. With our feeding season in
the Northeast extending through spring. until feed is available from the next crop vear, the
majority of producers did not make their purchases umil after December 31, 2007, The producers
I am speaking about all had eligible losses of feed in the same calendar vear as the disaster, but
will be penalized simply due to the timing of their feed purchases to replace what had been lost
due in the natural disasters.

3.1, Question: Governor Schafer are you aware of this situation in Vermont and possibly
¢lsewhere? | hope that as your nomination moves out of this committee and on 1o the Senate
floor that we can come 10 a resolution on this issue so that the needy and eligible producers both
in Vermont and across the country who suffered losses can receive the federal assistance tha
they so greatly deserve.

Response: [ believe that it is important to implement programs based on the law that is passed
by Congress. 1 promise that if confirmed, 1 will ke a close, hard look at this issue in order to
ensure that the Department is administering the program, in accordance with the statutory
mandate,

4. Forest Service

Fire is increasingly a dominant and destructive natural resource problem for the Forest Service,
Seven of the worst ten fire seasons since the 1950°s have ocourred in just the last 11 years.
Communitics and livelihoods are put al greater and greater nisk from these uncharacteristic fires
that bring with them sky-rocketing suppression costs. In 2006, more than 9.87 million acres of
public and private land was bumed by wildland fire. The Forest Service was forced 1o spend
mare than £1.5 billion for wildland fire suppression in just 2006, These expensive fires means
agencics cannot fund their other important programs, In fiscal vear 2008, the Forest Service will
spend 45% of its budget on wildfire suppression and other fire-related activities, compared 1o
just 13% in 1991,

Yet, the Forest Service has not committed the necessary fund to get ahead of this growing
problem. By USDA’s own calculations, the hazardous fuels in our forests are accumulating at
three times the rate than they are currently being treated. Better Forest Service management and
immediate action are needed 1o improve the deteriorating health of the National Forests and to
reduce the cost of fighting fires.

4.1 Question: How vou will work with Congress to assure that funding for essential Forest
Service programs is not diverted to fire, and how you will keep the Forest Service from
becoming the Fire Service?

Response: | share vour concern that the use of Forest Service program funding to pay for
extranrdinary fire events has the potential to delay important agency work, The agency should
not become a fine assistance agency alone: the Forest Service should focus on the management of
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forests for the benefit of people. If | am confirmed as Secretary of Agriculture, [ look forward 1o
discussing funding options with vou in order to accomplish this important work in the future

4.2 Question: How will you work with Congress to provide funding for Hazardous Fuel
Reduction which is currently the only budget ling item for active land management to reduce fire
risks on overgrown forest lands?

Response: 11 am confirmed as Secrctary of Agriculture, [ look forward to working with the
Under Secretary for Natural Resources and Environment, the Chief of the Forest Service and
Members of Congress in a collaborative manner to address funding issues, improve forest health
and reduce fire hazards.

5. Animal Plant Health In tion Service

In recent years, several damaging forest pests have been introduced 1o America, including the
Asian longhomed beetle and emerald ash borer, putting forests across this country at serious risk.
The Animal and Plant Health Inspection Service (APHIS) has the principle responsibility
defending America’s animal and plant resources from invasive pests and discases. However,
according to the Government Accountability Office, programs to eradicate or contain these
damaging pests have failed due to inadequate funding in recent vears. Congress has repeatedly
asked the Secretary of Agriculiure 1o wilize emergency funds from the Commodity Credit
Corporation to sustain effective eradication programs, Despite this direction from Congress, such
furds have proved difficult to attain for these emergencies. As a result, these pest programs have
been reduced severely and eradication efforis have suffered.

I am particularly concerned about the Asian longhomed beetle (ALB) - now located in New
York City and neighboring New Jersey and threatening more than 48 million acres of forest from
Maine to Minnesota. At risk are wildlife habitat, water and timber supplies, the maple syrup
industry, and fall folinge wourism. There is widespread agreement among scientists that this pest
can be eradicated - but only with sufficient effort. Funding shortfalls have siretched the
projected eradication date out from 2009 10 2032 or later. This delay almost puaranices that the
ALB will spread to new areas - including to Vermoat and our maple syrup industry.

5.1. Question: What will you do as Secretary to ensure that adequate funds are provided 1o
these programs”

Response: Protecting America’s forest resources is a critical responsibility that requires
significant coordination with affected states as well as those states thar might be at risk, As
Secretary, | would take a hard look at our resource needs each vear and focus our funding on
activities which will have the greatest impact on eradicating or stopping the spread of forest
pesis, As new forest pest situations arise, USDA must also be prepared to react swiftly and make
emergency funding available, when appropriate,

It is important to ensure that the science behind USDA s response programs is sound, so that we
are using our limited resources most efficiently. 1 think that with a strong, well-thought out
response plan, scientific tools 1o fight these pests, and cooperation with the states, USDA will be
able to eradicate or stop the spread of these pests while making the most of axpayer dollars,

5.2. Question: What will you do as Secretary 1o ensure that adequate funds are provided to
ensure the earliest possible eradication of the Asian longhomed beetle?
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Response: | would work closely with USDA’s agencies charged with combating forest pests 1z
prioritize funding to those activities that will have the greatest effect on eradicating the Asian
longhomed beetle. 1t is my understanding that USDA is close to declaring eradication of Asian
longhomed beetle in the Chicago area, and 1'd like to examine that situation to see what lessons:
we can apply to other affected areas of the country,
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RESPONSE TO QUESTIONS SUBMITTED TO SECRETARY DESIGNATE
ED SCHAFER BY SENATOR BENJAMIN NELSON

Duestinns:

1. Have you begun formulating any plans o make progress towards more fair and equitable
trade in U5, beef, particularly with nations such as Japan and South Korea? If so0, can you
provide some of your thoughts on how to get them to comply with the DIE guidelines and to
cease unfairly blocking U.S. beef impons?

Response: Coming from North Dakota, 1 am well-aware of the importance of achieving fair and
equitable trade for U5, beef. Trade in agricultural products should be based on sound science,
Cleatly, Korea needs to abide by international, science-based standards and allow US, beefl into
the country. You have my commitment that T will diligently work with South Korea, Japan, and
all our trading partners to open their markets o safe 1.5, beef,

2. Similarly, how do you intend to clean up some of the internal problems at USDA with regard
to proper oversight of the shipments to Korea and Japan in order to make sure they comply with
current export agreements? How do you view USDA’s role in this maner?

Response: The best solution is a comprehensive agreement that reselts in Korea and Japan
recognizing full OIE constituency on beef trade. If confirmed, 1 look forward to being fully
briefed on all of USDA's efforts, as well as those of other federal agencies. to restore our beefl
trade with these countries and others following recognized, sound science.

3. Are vou willing to revisit the Administration’s position on disaster assistance — especially the
standing disaster program that we included in the Food and Energy Security Act — and are yvou
willing to work with Congress on how best to provide this assistance to producers sufering from
natural disasters? What are vour views on the matter and how do propose we proceed?

Response: | am cemainly willing to engage in discussions with Congress on this important
issue. As a former Governor from Morth Dakota, | have first-hand experience in dealing with
natural disasters. As a result, | recognize the need for a prediciable safety net to provide
assigtance o producers when they need it most. [ believe that combining crop insurance with a
revenue based countercyvelical payment would provide such a safery net.

4. As we've seen with things like the Cowboy Starter Kits where payments go to people that
don’t farm, and the instances where paviments go 1o deceased farmers long afler Regulations
require them to stop, USDA has a track record of ineffective or improperly administering
programs. These examples indicate the existence of numerous problematic loopholes. 1'd request
that vou work closely with members of this Committee 1o clean up these problems and 1o review
current program administration to help find and close loopholes that undermine the political
support for safety net programs as well as undermining the effectiveness of the programs. What
are your thoughts on fixing these problems and have you been able to look into these matters?

Response: | agree that USDA must be diligent and detail oriented in administering farm
programs. With any government program of this size, there are many complex issues involved
in the processing of payments. 1§ confirmed, my background as a former Governor and in
business will serve me well as [ closely examing these issues to ensure that taxpayer dollars are
managed responsibly.
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5. You mention in your testimony the importance of renewable energy and [ could not agree
more: biofuels and rencwable energy are absolutely vital to improving our national energy
security and they are important for rural economies and [armers. 1 think one of the biggest issues
facing us when it comes to renewable fuels and biofuels is how we diversify our domestic
production. Somehow we've got to help farmers transition to producing biomass crops and other
cellulosic feedstocks, while also diversifying all our renewable energy production so that we take
advantage of things like biogas produced from animal wastes. ['m interested in your perspectives
on this and how you see USDA's role, particularly in how USDA works with the Department of
Energv. In the past, it has seemed thal the two agencies have been more interested in battling
aver the “turf™ than on administering the programs effectively. Can you assure us that one of
your top prioritics will be to get better cooperation between USDA and DOE on renewahle
energy and biofuels?

Response: Yes. [ can assure vou that one of my top priorities will be 1o work closely with
Energy Secretary Bodman and his department, as well as other federal agencies, 1o maximize the
impact of renewable encrgy programs, USDA has made great strides in promoting renewable
energy. A vear ago, the President, Secretary Bodman, EPA Administrator Johnson and Secretary
Iohanns hosted a major renewable conference. Additionally, it is my understanding that the
Depantments of Energy and Agriculture co-chair the federal Biomass Research and Development
Board, which has responsibility for coordinating federal R&D activities related 10 bioenergy.

I believe there is active collaboration ongoing at many levels, especially bioenergy issues across
the Administration and with the private sector. If confirmed | will seek 1o deepen those ties 1o
maintain the momentum initiated by the President.

6. 1 mentioned the concerns [ had with the closing of FSA offices in Nebraska and other states,
Are you willing 1o revisit that matter and make certain that FSA resources are properly
distributed nationwide so that they are getting to the areas where the workloads indicate real
needs? Do vou have any further thoughts on how FSA can better serve producers and more
effectively administer the programs without unnecessarily closing county offices?

Response: [If confirmed, T will strive to provide outstanding service to all farmers and ranchers,
Tao achieve this goal, F5A must [airly distribute staffing levels to states based upon workload
modets, FSA should continually review the allocation of its limited resources to ensure that the
agency is providing the best service possible to ils eustomers.

7. Payment limits for commadity program payments continues to be one of the most challenging
and contentious issues for the farm bill. Have you had the opporiunity to review the various
positions and proposals on payment limits and, if so, what are your thoughts? The
Administration favors a strong AGI limitation, while some of us here favor strict caps on the
payments going to producers, do vou have an opinion one way or the other?

Response: [ am aware that payment limits and adjusted gross income (AGI) have been major
issues during the farm bill debate. 1 believe that it is impenant that farm program payments go
1o these who need them most and support strengthening the AGI limitation. 1 bave not had the
opportunity to examing all of the various proposals. If confirmed, 1 will commit to looking very
closely at these proposals.



124

§. Furthermore, what other reforms do vou think need to be made in our farm programs?
Coming at the farm bill and farm programs from an “outsider’s”™ perspective, what thoughts do
you have on these matters and how do you propose reforming our farm programs in the future?

Response: As a former Governor and businessman, | have seen the benefits of reform at various
levels. If confirmed as Secretary, | look forward to working closely with Congress on the
passage of o Farm Bill that best meets the needs of America’s farmers and ranchers. 1 believe
that my previous experience will be an asset as | work with Congress and others to shape fulure
agriculture policy.

9. Governor Schafer, | have long fought to ensure that Sorghum is treated on an equitable basis
with corn by USDA and our farm safety net programs. As you know, sorghum is becoming an
increasingly important crop because it uses much less water than comn and can be a complete
substitute for comn starch in ethanol production and other processes. Considering the long-
running problems we in Mebruska face with drought and with water quantity, it would seem to
me that the federal government ought not be creating disincentives 1o grow sorghum in water-
stressed regions of the country. Unfartunately, that seems 1o have been what USDA has done
time and again. In 2002 and this vear, | worked to make sure that sorghum was treated equally
with com. Now, however, it seems that the Risk Management Agency inexplicably continues to
provide disincentives o sorghum production and | have not been able to get a good answer o
why that 15, | am concerned with how RMA determings price elections for crops like sorghum.
RMA price elections for sorghwm are sel al 93% of com even though the USDA World
Agriculiural Supply and Demand Estimates have sorghum trading nationally a1 108% the

value of corn, Will you then, pledge 1o work with myself and others interested in this issue to
make sure that our federal farm policies - including RMA price elections = equally treat corn and
sorghum where that equal reatment is justified?

Response: This is a very complex issue that | have not yet had an opportunity to completely
explore. If confirmed, | commit that 1 will do my homework to fully understand this issue and
would be happy to discuss this issue further with you to ensure that your concemns are heard by
USDA.
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RESPONSE TO QUESTIONS SUBMITTED TO SECRETARY DESIGNATE
ED SCHAFER BY SENATOR PAT ROBERTS

I. Governor Schafer, after the House and the Senate looked under each chair and every cushion
for offsets, both decided 1o keep the Direct Paymenis rates at their current levels. In their own
proposal released alimost a year ago, USDA actually offered a slight increase in the Direct
Payment program. We all know that this program is the most trade friendly program in the
commodity title. But mare importantly, this is the only program that assists producers and their
lenders during times of loss when prices are high due 1o low supply caused by Mother Nature,
We now have the administration and bath chambers of Congress on record supporting the Direct
Payments program at the current level. Governor Schafer, how do you view the Direct Payment
program and will the administration continue to vigorously support the program as they did in
their farm bill proposal?

Response: | have heard from farmers in Morth Dakota and understand the importance of direct
payments. Direct Payments are also the most defensible type of payment and are viewed as non-
trade distorting payments in world trade negotiations. If confirmed 1 will continue 1o support
direct payments as an important component of the farm safety net.

2. Governor Schafer. the United States has three pending free trade agreements - the most
imminent being the trade agreement with Colombia. After negotioting an agreement last May
with my colleagues on the other side to include enhanced labor and environmental protections,
so far only the Peru FTA has seen action. What is vour view in repard to the benefits of these
pending trade agreements? What role will vou play in moving the trade agenda forward?

Specifically, in regard 1o the Korea FTA, [ and many of my colleapues have voiced our concerns
regarding the obstruction to full beef trade. What is your view on the situation and how will you
work to resolve the impasse before the trade agreement comes before Congress?

Response: Trade and exports are vital to the long-term success of LS, agriculture, and anything
that we can do 10 reduce barriers 1o U5, products and increase our competitiveness in foreign
markets is to the benefit of all U5, farmers, ranchers, and every day consumers, The bipartisan
approval of the Peru agreement in both the House of Representatives and Senalte certainly was a
positive sign.

| believe in the value of trade, and | am committed 1o working with Congress to approve the
trade promotion agreements with Colombia, Panama, and South Korea. Like the agreement with
Peru, the trade agreements that the Administration negotiated with Colombia, and Panama would
reduce many of the tariffs on U.S. products to zero while allowing these countries to maintain the
access to the ULS. market that they already have.

The potential for LS. exports to South Korea under the Trade Promotion Agreement are
enormous. Clearly, Korca needs to abide by international, science-based standards and allow
LIS, beef into the country. You have my commitment that [ will diligently work with South
Karea, Japan, and all our trading partners to open their markets to safe U.S, beef,

4, In Kansas, caltle outnumber people more than 2 to | and more cartle are processed there than
any other state nationwide. So resuming beef trade with our former trade partners and tapping
into new markets is critical to Kansas livestock producers and processors and our overall state
econemy. Resuming trade with former markets has been a grudgingly slow and frustrating
exercise. Last May, the OIE (International Animal Health Organization) classified the U.S. as a
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“controlled risk™ for BSE and that our food safety system ensures that ULS. beef products

from any animal of any age can be safely traded. Do you view this “controlled risk"
determination, which is based on science and not fear, to be a wol in expanding access to
important foreign markets? What priority will you give to resuming trade based on sound science
in vour agenda?

Response: | believe strongly that the OIE"s recognition of the United States as a controlled risk
country for BSE is a tool we can use o reopen markets closed following the detection of BSE.
The OIE"s classification recognizes that the United States has taken all the actions necessary 1o
address the disease and prevent it from threatening the health of the ULS. canle herd. Under my
leadership, USDA will continue 1o press countries to accept ULS, cattle and beel products,
consistent with OIE guidelines.
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RESPONSE TO QUESTIONS SUBMITTED TO SECRETARY DESIGNATE
ED SCHAFER BY SENATOR KEN SALAZAR

1. If confirmed, you will most likely have one vear as Secretary. Are there any specific goals
that you have in mind in addition to your testimony?

Response: [f confirmed, | would do my best to make the most of my time as Sceretary, Getting
a Farm Bill passed and effectively implemented will be one of my top goals. Other prominent
goals include expanding trade opportunitics overseas, promating economic development in rural
America, strengthening food safety, promoting nutrition and conserving our natural resources.

2. Governor, in your view what are some of the most serious challenges facing rural America
and what do you believe the Department should do 1o address those challenges?

Response: The challenges | saw as Governor of North Dakota are reflective of those that all of
mural America face, Proper infrastructure is important for rural America 1o compete in a global
ecanomy. Increased broadband connectivity as well as good water and waste systems are vital 1
any growing area. Quality healthcare must be available for rural Americans to live, work and
prosper, In addition, utilization of our natural resource base while being good stewards is the
core of a successful rural America. 11 confirmed as Secretary. 1 will work to ensure rural
America is prepared not only to meet the challenges of today, but challenges that will come in
the future.

3. Governor, in your testimony you talked about your desire to enhance our agricultural
cconomy, advance renewable energy, protect America’s safe and low cost food supply, nutrition,
rural infrastructure, and resource conservation. In my view, it is going to be very difficult 1o do
that without a Farm Bill re-authorization. What do you specifically plan to work on with the
President to get a Farm Bill reauthorization signed into law?

Response: [ agree that Farm Bill reauthorization s very imponant, and know that the President
shares that belief. I confirmed, [ commit to work very diligently with all interested Members of
Congress, as well as with other Administration officials, to attempt to find common ground.

4. In my view, one of the most important issues vou will deal with as Secretary will be beginning
the implementation of the Farm Bill. Will vou commit to working with the Members of this
Committee so that we can be sure that Congress” intent is reflected in the implementation of the
bill’s different programs and provisions?

Response: Yes. [T confirmed as Secretary, | commit to working with Congress 1o ensure tha
regulations are crafied to conform to the letter and intent of the law.

5. Do vou support the efforts that Congress has made in the past to provide assistance 1o
agricultural producers in the midst of natural disasters such as floods, drought, and blizzards in
the form of ad hoc agricultural disaster assistance packages?

Response: As a former Governor from North Dakota, 1 have first-hand experience in dealing
with natural disasters. As a result, [ recognize the need for a predictable safety net to provide
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assistance to producers when they need it most. [ believe that combining crop insurance with a
revenue based countercyelical payment would provide such a safety net.

f-A. Do you agree that the Department has a role to play in the development of renewahle
energy in rural America? What role should that be or not be?

Response: The Department currently 15 a leader in assisting with the development of renewable
energy in rural America, and this role should continue. USDA programs help farmers, ranchers,
and rural businesses and cooperatives finance and develop all aspects of the renewable energy
industry, from biofuels plants to wind turbines to anscrobic digesters. The result is significant
added value for fanmers and ranchers, and greater economic development for rural communities.
The Administration proposed to strengthen its role in renewable energy development in rural
areas through its farm bill proposal, which included $1.6 billion in new funding for renewable
energy research, development, and production, paricularly as it relates to cellulosic ethanol. The
tarm bill pending before Congress includes provisions similar to those suggested by the
Administration.

If confirmed as Secretary [ would strive to keep USDA at the forefront of leading our Nation's
efforts to develop increased production of rencwable energy.

[ am excited about the possibility of leading USDA during this time when renewable energy is sa
vital 1o our Nation.

6-B. Will vou be an advocate for the direction of increased resources to renewable
energy development in rural areas?

Response: 1 am committed to ensuring that USDA not only continues its strong position in the
renewable energy field, but to also increasing our efforts (o ensure that all Americans benefit
from the development of renewable energy resources. [ understand that the Administration's
farm il proposal recommended $1.6 billion in new funding for renewable energy research,
development, and production, including $500 million for bicenergy and biobased product
research, 500 million for renewable energy systems and energy efficiency grants, and funds to
support $2.1 billion in guaranteed loans for cellulosic projects. These types of increased
resources are necessary for the continued development of renewable energy in rural areas.

6-C. What role do you believe rural cooperatives should play in the development of
rural America’s renewable enerpy potential?

Response: Rural cooperatives should continue to play a key role in the development of
renewable energy in rural areas. For example, many of the ethanol and biodiese]l plants scattered
across rural America are farmer-owned cooperatives. Through rural cooperatives, agricultural
producers have the opportunity to increase the value-added potential of their commodities,
strengthen their local economy, and help lead the nation towards energy independence. USDA's
continued partnerships with cooperatives will be enhanced as a result of new opportunities
related 1o renewable energy.

7. Last November | wrote the USDA to emphasize the importance of market access for U5,
potatoes 1o Mexico's border region. | am encouraged that USDA raised this issue during the
U.8.-Mexico Consultative Committes on Agriculture meeting last week. [ would like to ask you
to keep me apprised of progress on this issue and personally emphasize to you the importance of
expanded market opponunities for LS. Polatoes in Mexico, Will vou continue this effort?
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Response; | look forward to working on expanding market opportunities for all U5, agriculisral
products, including U5, potatoes to Mexico. | will continue this effort and keep vou apprised of
progress on this issue,

8-A. In 2006 the USDA Office of Inspector General testified before this committee regarding
the resulis of its awdit the Grain Inspection, Packers, and Stockyards Administration’s (GIPSA)
management of the Packers & Stockyards Programs. These programs are responsible for
maintaining fair trade practices in livestock marketing and transactions. The audit concluded that
that GIPSA had not established an adequate environment or controls for investigative activities,
specifically for competition cases. Since then, GIPSA has aken some corrective actions in
response 1o the Inspector General’s audit. [ am convinced that USDA must continue 10 be
vigilant in investigating violations and enforcing the law in these areas. As a former governor,
what tyvpe of approaches have you used in the past to ensure that departments and agencics are
doing their job?

Response: As Governor, effective communications, both internally and extemally were eritical
to ensure agencies were effectively delivering programs. Internally, | worked closely with the
agency head and sct an overall strategy tor each department. 1 held meetings with agency
leaders through various levels of management Lo communicate mission goals. [ alse filmed
videos to explain the mission. goals and desired interaction with the front line employees and
customers. | regularly interacred with citizens using State programs. | also held Cabinet session
briefings on problems in agencies and regularly held bipartisan meetings with legisiative leaders.

8-B. In addition, when you found that a departiment or agency was falling short in its duties,
what actions did you take to rectifv the situation?

Response: As Governor, | would receive briefings from agency heads regarding problems and
would also meet with front line emplovees and user groups to hear their views on the siteation. |
would then develop a sirategy and communications plan 1o address identified barriers,

8-C. What will you do 1o ensure full and effective enforcement of the Packers and Stockyards
Act by USDA and its agencies?

Response: [f confirmed, | will closely monitor the progress of the Packers & Stockvards
program. [n addition, [ understand that GIPSA has asked OIG o come back this year and
conduct a follow up audit. [ look forward 1o reviewing the resulis of that audit.

9. Section 5403 of the Senate passed Farm Bill expresses the Sense of Congress that the
Secretary of Agriculture should act to resolve all claims and class actions brought against
Department in an expeditious and just manner. Under vour leadership, what actions will the
Department take to address this Sense of Congress?

Response: | firmly believe that all of USDA's emplovees and customers must be treated fairly
and with dignity. This principle applies to the administration of programs and 1o the conduct of
litigation. If confirmed, I will ensure that USDA works closely with the Department of Justice 1o
cxamine outstanding claims and class actions to ensure that every effort is made to resolve
disputes in the most expeditious and just manner,
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10-A, Governor, last year USDA s National Organic Program (NOP) took enforcement action
against the Colorade Department of Agriculture and a large organic dairy located in Colorado,
The action alleged "willful” violations of the National Organic Program. USDA took this action
without consulting with the Colorado Department of Agriculiure, an sccredited National Organic
Program delegated enforcement and certification agency. USDA has since withdrawn its
allegations against the Colorado Depariment of Agriculture and has reached a settlement with the
dairy. In the recent past, the Colorado Department of Agriculture has not hesitated to Propose
revoking the organic certification of producers who were found to be in violation of the Program,
regardiess of size. In all cases, USDA's National Organic Program disagreed with the Colorado
Department of Agriculture and upheld these certifications. In Colorado there is a concemn that the
USDA may be having difficulty achicving a “size-neutral” enforcement posture in regards to
Mational Organic Program regulations. How do you, as Secretary, intend to address this concern?

Response: If confirmed., | will ask the NOP 1o work with all of our aceredited centifying agents,
including Colorado, to ensure that any statement issued by the NOP with respeet to the
regulations — whether related to enforcement, clarification of the regulations, procedures, or
general information provided 1o the public - is consistent across end-users or recipients.

If confirmed, I would be pleased to brief vou fully on the recent enforcement actions on the
organic program in Colorado.

10-B. | understand that the NOP is a small, recently established program that is attempting 1o
manage a rapidly growing organic sector that is valued at $20 billion/year. As Secretary would
you be willing to look at NOP as a program that may require additional resources and further
development in the coming vear?

Response: [ understand the importance of the National Organic Program and its development as
the foundation for encouraging stable growth in this new industry. 1 will review their resources
needs during the budget process to make every effont to ensure that USDA appropriately

supports this eritically important program.

11, As vou are well aware, many individuals and organizations are concerned abowt the
implementation of the National Animal ldentification Svstem (MAIS), It has been reported that
USDA is providing states and organizations grants to support implementation of NAIS, Some
states are using them to implement voluntary programs and maintaining all information gathered
at the state level, while some states are using the funds for other purposes. Will you provide to
the Committee a detailed report on these grants and identify the where in USDA’s budget these
funds are being derived from?

Response: [ will be happy to provide the Committee with a report regarding the cooperative
agreements the Animal and Plant Health Inspection Service (APHIS) has entered into with
nonprofit organizations o advance premises registration under the voluntary Mational Animal
Identification System. If confirmed, [ look forward 1o reviewing such a report myself and would
note that [ believe these types of partnerships with the industry are critical 1o the progress and
success of USDA’s voluntary animal identification program.

12, In 2007 the USDA investigated the price reporting process for non-fat dry milk (NFDM).
Upon completing the 52-week review, the National Agnicultural Statistics Service (NASS)
discovered that errors in reporting had occurred in both non-fat dry milk and whey prices which
resulted in a significant loss of income for dairy producers.
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As Secretary, will you provide the Committee with a detailed report of the actions that USDA
has aken to address these reporting errors?

Response: As | understand, a request for a detailed report is included in the Farm Bill. [ will
work with USDA officials to provide the information that is requested.

O



