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. Introduction

Madam Chairwoman and Members of the Committee, I am pleased to share with
you the accomplishments of the Grain Inspection, Packers and Stockyards Administration
(GIPSA), and to discuss the Agency's FY 2009 budget proposal.

GIPSA is a small Agency that plays a big role in supporting a competitive global
" marketplace for U.S. agricultural products. Our mission is to facilitate the marketing of
livestock, poultry, meat, cereals, oilseeds, and related agricultural products, and fo
promote fair and competitive trading practices for the overall benefit of consumers and
American agriculture.

Our two programs are the Packers and Stockyards Program (P&SP) and the
Federal Grain Inspection Service (FGIS). P&SP promotes a fair, open, and competitive
marketing environment for the livestock, meat, and poultry industries. FGIS facilitates
the marketing of U.S. grains and oilseeds by providing the market with terms and
methods for quality assessments, maintaining the integrity of the marketing system, and
providing for the national grain inspection and weighing system.

GIPSA is comprised of approximately 678 full-time, part-time, and intermittent
employees. The P&SP is comprised of a headquarters unit, three front-line regional

offices, and a cadre of resident agents that provide our eyes, ears, and regulatory arm on




the ground. The grain inspection program has Federal.employees stationed in a
headquarters unit in Washington, DC; a technical center in Kansas City, Missouri; and
8 field offices and 1 Federal/State office across the country. FGIS delivers official
inspectién and weighing services via the national inspection system, a unique public-
private partnership comprised of Federal, State, and private inspection personnel. Our
partners include 55 State apd private agencies authorized by GIPSA to provide official
inspection and weighing services on our behalf,

GIPSA’s two program areas have beén serving American agriculture for many
years. Our name and our mission — and our long-earned reputation for credibility and
integrity — are familiar to and trusted by the industries we serve. We have successfully
gained the trust and confidence of American agriculture in large part due to our |
commitment to continuoﬁs improvement. |

In recent ye;m, perhaps nothing characterizes GIPSA better than éhange. A
confluence of improvements, enhéncem'ents, and modemizations are converging to create
a stronger, more effective, more customer#oﬂented, and more markét—responsive GIPSA.

Packers and Stockyards Program

Over the past year, P&SP has implen_lented précedliral, 'policy,' and operational .
.imprc'wements that are strengthening our ability to enforce the Packers and Stockyards
Act (P&S Act). The P&S Act was promulgated m 1921 to promote fair and dompetitivé
marketing in Hvestéc;k, nﬁéat, and poultry for the benefit of consumers and American
| agriculture. It is intended to protect producers, other market participants, and consumers
from unfair, discﬁminatéry., fraudulent, or deceptive practices. We are increasing the

level of Qompliance with the P&S Act th;ough preventive regulatory actions;




investigation and enforcement; provision of relevant guidance and analyses; and dramatic
improvements to our organizational efficiency and effectiveness.

To increase the level of compliance through preventative actions, GIPSA is
implementing new procedures to ensure that entities operating subject to the P&S Act are
properly registered and bonded, and meet reporting requirements. The Agency is also
conducting more targeted audits to prote-ct the indﬁsn'y’s financial interests, and
implement new procedures to improve the current protections afforded by bonding
requirements. To protect fair business practices, GIPSA is inspecting scales and carcass
evaluation devices, monitoring weighing practices, and increasing monitoring of fed
cattle. and hog markets, and packers’ procurement practices.

GIPSA is improving compliance through invesﬁgations and enforcement actions,
and developing new standardized and streamlined investigative procedures to ensure
timely completion of investigaﬁoﬁs. During 2007, all personnel with investigati\_re and
regulatory responsibilities participated in formal training at the Federal Law Enforcement
Training Center in Glynco, Georgia. The Agency has vested P&SP Regional Directors
w_ith greater ai:thority to pursue investigations, rather than controlling investigations
completely from headquarters.

GIPSA is bringing its regulations current with industry practices based on the
results of a regulation review conducted in 2006. The Agency is revising its P&SP
Employee Manual to provide improved standardized operating procedures, and has
conducted reviews of all offices to ensure compliance with established procedures and
policies. GIPSA’s P&SP is also improving its internal auditing and data validation

procedures, as well as its processes for enforcing reporting requirements to improve the




.timeiiness, comprehensiveness, and quality of annual reports that are submitted to the
Agency by regulated entities. The program will also revise and enhance the content of
the various public reports and summary data that are released by the Agency. |

GIPSA’s P&SP recently completed a Business Process Re-engineering (BPR)
initiative, which has resulted in improved, standardized operating procedures designed to
improve organizational efficiency and effectiveness.- The BPR initiative is being
complemented. by an ongoing initiative to develop a new, integratéd automated
management infonnaﬁon system that will replace aging, stove-piped computer databases.
The new system will ﬁutomate workflow processing and improve work process reporting _
capabilities and analysis of industry conditions. The management information syétems
upgrade is comprised of two concurrent activities: (1) replacing existing software with
_ an integrated system, which is being carried out by a third party, and (2) expanding
existing capabilities by identify]’ng future modernization ﬁeeds. For example, in 2007,
GIPSA’s P&SP .d.eveloped neW'databases'f.‘or-thé eﬁtry and prelinﬁnary aﬁalysis of data
received fom the industry in annual report flings. This activity will be integrated into
the new management information sjzstem to eventually-achieve automated industry ﬁlingé
and preliminary processing.

In addition to these technological ilnprovementé, GIPSA has enhanced its
workfbrce environment by conducting_ an organizational climate assessment, improvin_g
| its awards program, and widely disselxﬁnéﬁng the results of internal civil rights reviews |
and developing strategies to address any concerns rgVealed by these reviews. The
program 1s increasing and improving P&SP émployee input into pro gra@ planning. For

example, all emijloyecs wefe involved in the BPR init_iétivc noted above. P&SP




appointed a team of employee change agents, who are helping ensure that both the BPR
process and the information system upgrade reflect input from all employees about
system requirements, with results in turn fully communicated back to the employees:
Finally, GIPSA is working to improve the public’s perception of the P&SP by meeting
: ﬁ'équently with stakeholders and other regulatory agencies, and releasing timely and
relevant information to targeted agricultural media outlets. As part of this outreach
effort, GIPSA held Uaﬁﬁng conferences on carcass evaluétion, providing training to State
and industry personnel on proper weighing procedures for monorail scales.

Last ﬁscal year, GIPSA’s P&SP conducted over 2,300 regulatory actions and
investigations. These activities included 1,269 regulatory activities such as financial
audits and scale check weighs and 1,071 investigations of alleged violations of the P&S
Act. As aresult of these investigations, GIPSA helped recover over $1 million for |
producers and enforced the restoration of nearly $2 million to custodial accounts and
business balance sheets to protect producers from ﬁnancial harm. Employees from the
P&SP’s Midwestern Regional Office in Des Moines, lowa, received a USDA 2007
Secretary's Honor Award for their work in correcting illicit weighing practices in
28 livestock markets in 11 states.

We continue to work with firms to achieve voluntary compliance, and to initiate
appropriate corrective action when we uncover evidence that the P&S Act has been
violated. In FY 2007, with assistance from USDA’s Office of General Counsel, P&SP
filed 49 complaints alleging violations of the P&S Act. These formal disciplinary
complaints resulted in 30 decisions ordering the payment of $440,650 in civil penalties.

Also in 2007, GIPSA implemented a stipulation enforcement action imposing fines




directly when the alleged violator elects to forego formal hearing process. The new
enforcement action has resulted in three stipulation agreements with fines totaling $9,750
and is expected to be a major tool in ensuring compliance with the P&S Act in upcoming
years.

We regulérly collaborate with the Department of usﬁce, Commodity Futures
Trading Commission, and other State and local law enforcement agencies with their
investi gationé, some of which involve overl_appingjuﬁsdiction. In addition, we -
communicate and work cdoperatively with our sister Agencies w1th1n the U.S.
Department of Agriculture, and particularly with the Economic Rcsearch Service,
National Agricultural Statistics Service, Agricultural Marketmg Service, and Food Safety
and Inspection Service. |

GIPSA maintains a toli-free hotline (800-998-3447) to receive complaints and
other communications from Iivestock producers, poultry growers, and other members of
the industry or general public. The hotline allows callérs to voice their concerns or file a
complaint anonymously without fear of retaliation. In FY 2007, GIPSA received and
responded to 29 hotline complaints resulting in the following outcomes: 16 cases where
no violation was found; 2 cases beyond the Agency’s jurisdiction; 7 cases where informal

compliance was achieved; and 4 pending investigations.




Federal Grain Inspection Service

GIPSA’s commitment to improvement is evidenced in many aspects of FGIS
operations, from service delivery to information technology systems. GIPSA’s FGIS,
with more than 30 years of proud service to American agriculture, is a dynamic program
that is resp.onding to the evolutionary, and sometimes revolutionary, markets it serves.

The FGIS program facilitates the marketing of US. grain, oil seeds, and related
agricultural products by providing the market with the official U.S. standards for grain,
oil seeds, and related products, as well as methodé to assess product quaiity; maintaining
the integrity of the marketing system by enforcing the U.S. Grain Standards Act
(USGSA); and provi&ing for America’s national inspection system, a network of third-
party Federal, State, and private providers that provide impartial, user-fee funded ofﬁbial
inspection and weighing services under the authority of the USGSA and the Agricultural
Marketing Act of 1946.

The grain industry uses our terms, methods, and seﬁces to buy and sell
$65 billion of commodities annually. Our work allows the U.S. grain marketing system
to serve increasingly sophisticated customers around the world by ensuring that they
 receive the quality and quantity of U.S. grain they need to meet an incredible array of
end-usé needs.

We often speak of markets as evolving, and the grain market is evolviilg in many
ways. We continue to meet the needs of this dynamic mgrket by providing the terms and
methods that the market needs to effectively trade grain. In FY 2007, GIPSA amended
the soybean standards to remove test weight as a grade determining factor. GIPSA also

improved the quality descriptors in the sorghum standards. Also last fiscal year, GIPSA




initiated a comprehensive review of the U.S. Standards for Soybeans and found little
market consensus and data on needed standards changes. To better identify ﬁnarket
needs, GIPSA will, over the next several years, déveloP robust data about soybean ciuality '
through the marketing chain to build market consenéUs and effectively refine the soybean
. standards to better facilitate U.S. soybezin marketing.

GIPSA also is pursuing initiatives to help meet the market’s growing need for test
methods that -'accurately differentiate the ability of wheat to meet specific end-use needé
in order to enhance the marketability of U.S. wheat. GIPSA’s work in this. area will

| enhance the value and marketability of U.S. wheat by providing value transparency from
the producer to the processor. GIPSA, in collaboration with the wheat industry, is
pursuing two major avenues to address the need for improvéd wheat ftmctionaﬁty
measurements. First, GIPSA is Wérking tb standardize Fan'nograﬁh testing, the most
popular method for measuﬁng how flour doﬁgh Will behave during processing. GIPSA
also is working to provide a rapid test of gluten viscoelastic properties to predict how
wheat will function as flour in baking or other ﬁnal processing. GIPSA is seeﬁng
appropriations .to fund this critibally important wo_rk. :

Service delivery is the heart of our program. We continue to deliver world-class,
cost—éffectife énd efficient inSpe.ction. and Weighing services td the evolving gram

|  market. In fiscal year 2007, the gational inspection system provided more than 3 million
mspecﬁbns on more than 295 million metric tons of grain valued at $25 billion, A
sharply increased demand for U.S. wheat in global ma;kcts due to declines in key |
competitérs’ ' wheét production resulted in a com:ﬁensmate surge m demand for official

expdrt inspection and weighing services. Overall, exports have increased 15 percent over




last year’s levels, \&ith some GIPSA offices seeing increases of more than 80 percent in
billable metric tons. GIPSA inspection and weighing personnel, who provide services
24/7/365, are working extremely long hours and contiguous days to fulfill our customers’
service requests. -

We are continuously seeking to improve the efficiency z_md effectiveness of our
services while maintaining the globally recognized credibility of the national inspection
system. We are now realizing the most sweeping initiative we have ever undertaken to
improve operations and information management. Aﬁplications comprising FGISonline,
a multi-year projecf to improve program operations and service delivery by modernizing -
our informétion management systems and businéss functions, ére now online and |
improving customer service and Federal grain inspection operations. Complete
information on this initiative appears in the eGovernment section below.

As we continue to improve our operations, processes, and information systems,

we also are exploring how best to deliver service. GIPSA currently is evaluating the
implications,l including the impacts on costs and service delivery, of using private entities
instead of Federal personnel to provide mandatory export inspection services in a manner
that improves competitiveness of the U.S. grain industry, maintains the integrity of the
Federal grain inspection system, and benefits employees who may be impacted. The
pilot is running at 12 export facilities in 7 States/markets. GIPSA will collect data
through two full shipping seasons, which culminate in December 2008, and issue a
report, in 2009, on the impact of contracting with private service providers at export. As
we complete our pilot and related analyses, and proceed Wﬁh farther action, we will

remain committed to providing the best, most cost-effective inspection and weighing



services, while maintaining the integrity and credibﬂity of America’s official inspection
and weighing system. |
Whiie some market changes aré evo]utioﬁary, others are more revolutionary, and

require our agile response to ensure unimpeded grain marketing. Traditionally, tons of
grain are loaded aboard a single ship bound'fbr ports around the world. In recent &ears, |
there has been exponential growth in the use of containers to ship grain. Containerized
cargoes havé increased more than 9,000 percent from 0.04 millién metric tons (MMT), or
0.02 percent of total US. grain exports in 2002, to 4.4 MMT, or 3.2 pei'cent of éﬁports; in
2007. In FY 2002, there were a total of eight container loading facilities in the United
States, all located in.the Pacific Northwest (PNW). Most of these facilities shipped less
than the 15,000-metric-ton inspection threshold é.nd reqﬁired little in the way of official
services. Today, there are moré than 130 container loading facilities stretching across the
country from the PNW to Aﬁerica’s new .container hub in Chicago, most of which
| .require our services. We are responding to_ﬂn's radical marketing shift by providing

corresponding 'ofﬁcial service increases: ‘sampling grain as it moves from bin to

container at loading facilities; certifying scales used to weigh containerized grain; and

ensuring that emerging facilitieé a&here'to the requirements of the USGSA and properly

register with us. In FY 2002, GI_P‘S_A provided 2,100 inspections of containers compared

to more than 192,000 container inspectioﬁs in FY 2007. in_zooz, GIPSA there was only
" eight scales in operation requiring GIPSA ceftiﬁcation. Today we test scales at 123
loading container loading facilities. | -
In the end, GIPSA’s F GIS is all about servicé. Our standards, methods, a:nci

inspection and weighing services are focused on one goal — helping American agriculture
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effectively market U.S. grain in today’s highly-competitive global marketplace. Are we
succeeding? Our customers think so. In FY 2007, GIPSA surveyed the customers of the
official inspection system to determine their satisfaction with our services. The results of
the 2007 survey indicate that customer satisfaction increased from 83 percent in 1996 to
91 percent in 2007, with gains in all areas including timeliness, accuracy, consistency,
relevance, and cost of service, as well as the professionalisﬁa and courtesy of official
personnel.

Performancé indicators show that our international customers are similarly
satisfied with our services. GIPSA administers a program to address any quality or
weight discrepancies raised by our international customers. In fiscal year 2007, GIPSA
received only 6 quality and 3 weight comﬁlaints from our international customers. These
complaints involvedh188,072 metric tons, or only about 0.2 percent by weight, of the total
amount of grain exported during the year.

Our many successes are directly attributable to oui' exceptionally skilled,
experienced, and dedicated staff. While our workforce is our greatest asset, today it is
also our greatest challenge. GIPSA’s FGIS is facing an unusually high level of attrition
over the next 5 to 6 years, as 70 percent of our mission critical grain graders were hired
shortly after the creation of FGIS, and are now eligible for retirement. It takes 2 to
3 years to develop a competent grain grader. These competencies are not available from
a college or vocational school. They must be developed within FGIS through internal
development programs and partnerships with various agricultural institutions.

In FY 2007, FGIS instituted a number of internal development programs to ensure

adequate future staffing in our mission critical series, in addition to ongoing recruiting at
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colleges and um'versitieé. We established a Leadership Development Program to
cultivate a new generation of managers; an agricultural commodity grader development
program to provide needed technical expertise to this mission-critical series; and
instituted an agricultural commodity technician career development program to train and
&ansition high-performing technicians into grader positions. The Agency will continue
to be seriously challenged to provide needed large-scale development programs to meet
future staffing needs with limited resources. |

eGovernment Solu.tions'

Perhaps nowhere is our commitment to continuous improvement more evident

than in our multi-year project to improve program operations and service delivery by
modernizing our information management systems and business functions. The initiative
is improving the efficiency and effectiveness of service delivery by streamlining business
practices and improving customer service, as well as meeting Federal eGov requirements
and USDA initiatives.

GIPSA’s grain inspection program is in the midst of a multi-year project to
modemnize its core business functions. GIPSA is deploying FGISonline, a suite of online
business services that are improving internal business operations and better serving
customers of the official grain inspection and weighing. system. These integrated | _ 2
information systems will share information with each other and with our customers. - | |

Using the Delegation, Designation and Export Registration program, State and
private enﬁﬁes are applying online to become official service providers, and grain firms

are using it to register online with GIPSA as grain exporters. These web-based programs .,
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replace repetitive, paper-intensive processes with an electronic approach that are saving
GIPSA and our customers’ time and reducing paperwork burdens.

A set of applications that is streamlining certification and creating a national
database of inspection results was initially deployed in 2007, and will be fully
implemented throughout the official inspection and weighing system in 2008. These
applications allow GIPSA and official service providers to electronically enter inspection
and weighing results, and produce electronic or paper official inspection and weighing
certificates. The certification program feeds data into an Inspection Data Warehouse, a
national database of inspection results. Customers of the official inspection system can
use the warehouse to see individual service records, or arrange for daily data
ﬁansmissions of inspection and weighing records. The database contains the inspection
and weighing records for services officially performed under the USGSA and the
Agricultural .Marketing Act 0f 1946. In FY 2008, GIPSA will continue to develop its
core applications, including programs to capture inspection, weighing, and equipment
checktesting data; capture and manage technical testing information; automate the
liéensing process; and expand our quality assurance and control capabilities.

Likewise, as mentioned above, GIPSA’s P&SP is developing a new integrated
automated management information system that will replace multiple standalone
databases and spreadsheets with an integrated database. The system, which is being
developed with assistance from USDA’s Rural Development, will also incorporate
automated workflow processiﬁg. It will provide improved activities management,

performance tracking, and work process reporting capabilities. It also will improve
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analysis of industry conditions and ultimately improve availability of compliance data to
the industry and to public.
These computer and information modernization effects will create SYnergy across

GIPSA programs and data sources, and will improve internal GIPSA program

efficiencies and effectiveness and deliver improved performance and program efficiency.

Protecting the Homeland

_ GIPSA has dedicated resources to homaland security efforts. We continue to
work closely with the USDA Continuity of Operations Pl:mﬁing Division, Office of
Secretary Services fo refine the Department’s and the Agency’s Continuity of Operations
Plan (COOP) and to support and staff the Department’s Crisis Action Team (CAT). In |
FY 2007, GIPSA’s COOP and CAT representatives participated in critical disaster-

related exercise and training sessions, including 2 major government-wide exercise.

7 2009 Budget Request
To fund impoﬁant initiatives and‘ address the Agency's responsibilities, GIPSA's

budget request for FY- 2009 is $44 million for salaries and expeﬁses and $42 million for
our Iﬁspe_ction and Weighing Services. The budget includes additional funding for pay
costs; addiﬁonal P&SP ﬁeld staffing; e-govémment initiatives; grain testiﬁg measures;
an& an enhanced presence in i(ey international markets. ‘In addition, we will submit a

legisiative proposal for new user fees to recover the costs of grain standardization and

P&SP activiﬁes.

14




The increase for pay costs will enable GIPSA to meet its objectives consistent
with the priorities established by the Secretary of Agriculture. This critically important
increase is needed to support and maintain current staffing levels to meet projected
increased demand for our programs and services.

We are requesting additional funding to further bolster market protections for
buyers and sellers of livestock, poultry and meat through greater compliance,
investigative, and enforcement activities in the field. This increase will allow the Agency
to hire‘ 18 ﬁdditional employees to expand compliance reviews and investigations into

new territories and enhance investigations of complex competition issues. This staffing -

level will support dozens of audits of packers, livestock markets and dealers, allow us to
increasé our check weighing activity, and respond to complaints of unfair and deceptive
practices. In addition, GIPSA would be able to conduct a solvency audit of a large
packer if the need arose and significantly increase routine financial audits — solvency,
custodial accounts, .and prompt pay — of all regulated entities inclﬁding packers. In
addition, an eﬁpanded, more visibie P&SP workforce will help promote greater voluntary
compliance.

- We are requesting additional funding for our e-Government modernization
initiative. This multi-year proj ect will comp]eté our efforts to upgrade information
management systems and modernize our business functions. The request includes
funding to continue the development of eGov solutions, including a web-based
application that will enable regulated entities to submit annual reports required under the

P&S Act online, and for recurring costs associated with the maintenance of these

applications.
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We are also requesting additional funds to establish an ongoing presence in Asia
allowing GIPSA to expaﬁd upon our successful intemational services and trade activities
carrently provided on a temporary basis. -G[PSA’S hands-on approach of assigning a |
temporéry duty officer in Asia to facilitate trade of U.S. grain has provided a posifive
impact on existing and potentiai buyers. These buyers say their concerns related to grain
quality are addressed effectively. While successfiul, the program is limited in scope and
m§re difficult to sustain because it is conducted on a part-time, temporary basis.
Estab]ishing a permanent pi'ogram would allow GIPSA .to brdaden the territories serviced -
abroad, further decrease market disruptions due to technical differences in analytical
methods and standards, and enhance customer satisfaction aﬁd loyalty. The U.S. trade
dollars saved upon the resolution of just one grain shipment complaint, or eamed from
one new satisfied forei gn buyér can far outweigh the costs associated with maiﬁtaining a
GIPSA presence in Asia.

We also are seeking additional ﬁlﬁding for new grain testing méasures for
ethanol, wheat quality, and soybeans quality. Advancements in GIPSA’s testing methods
will provide U.S. producers with tools they neéd to realize the full value of their producfs‘
within the market chain, and to increas¢ U.S. share in global inarkets._

GIPSA will submit a legislative proposal to collect fees for the development of
grain standards and to amend the P&S Act to provide authority to coilect license fees to |
cover the cost of the program. This proposal is consistent with the overalrl effort to shift

funding for programs with identifiable beneficiaries to ﬁser fees.
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Conclusion
- Madam Chairwoman, Members of the Committee, thank you for the opportunity
to share some of the accomplishments made by our dedicated staff and highlight our
future plans to facilitate the marketing of U.S. agricultural producté and to promote fair
and competitive trading practices for the overall benefit of consumers and American
agriculture.
1 would be pleased to address any issues or answer any questions that you may

have.
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Mr. Chairman and Members of the Committee, I am pleased to share with you the
acqompIishments of the Grain Inspection, Packers and Stockyards Administration
(GIPSA), and to discuss the Agency's FY 2009 budget proposal.

GIPSA is a small Agency that plays a big role in supporting a competitive global
marketplace for U.S. agricultural products. Our mission is to facilitate the marketing of '
livestock, poultry, meat, cereals, oilseeds, and related agricultural products, and to
promote fair and competitive trading practices for the overall benefit of consumers and
American agriculture.

Our two programs are the Packers and Stockyards Program (P&SP) and the

- Federal Grain Inspection Service {(FGIS). P&SP promotes a fair, open, and competitive
marketing environment for the livestock, meat, and Vpoultry industries. FGIS facilitates
the marketing of U.S. grains and oilseeds by providing the market with terms and
methods for quality assessments, maintaining the integrity of the marketing system, and

‘providing for the national grain inspection and weighing system.

GIPSA is comprised of approximately 678 full-time, part-time, and intermittent
employees. The P&SP is comprised of a headquarters unit, three front-line regional

offices, and a cadre of resident agents that provide our eyes, ears, and regulatory arm on




the ground. The grain inspection program has rFederaI employees stationed in a
headquarters unit in Washington, DC; a technical center in Kansas City, Missouri; and
8 field offices and 1 Federal/State office across the coﬁntry. FGIS delivers official
inspection and weighing services via the national inspection system, a unique public—
private partnership comprised of Federal, S-tate, and priyate inspection personnel. Our
partners include 55 State and private agencies authorized by GIPSA to provide official
inspection and weighing services on our behalf. |
GIPSA’s two program areas have been serving American agriculture for many
years. Our name and our mission ~ and our long-earned reputation for cfedibﬂify and |
integrity - are familiar to and trusted by the industries we serve. We have successﬁ.llly-

gained the trust and confidence of American agriculture in large part due to our

commitment to continuous improvement.

In recent years, pethaps nothing characterizes GIP SA better than change. A
confluence of improvements, enhancements, and modernizations are converging to create
a stronger, more effective, more customer-oriented, and more market-responsive GIPSA.

Packers and Stockvar&s Program

Over the past year, P&SP h;':ls impler_nentéd prdcedurai, policy, and operational |
improvements-that are strengthening our ability to enforce the Packers and Stockyards |
Act (P&S Act). The P&S Act was promﬁlgated in 1921 to promote fail; and competitive
'marketing in livestock, .meat, and poultry fqr the beneﬁf of consumers and Alﬁex'ican
ég}iculture. I.t.'is intended to protect producers, other markef; pa;’ticipants, and consﬁmers
from unfa;r; discriminatory,_ﬁ‘audulent, or deceptive practices. We. are increasingrthe

" level of compliance with the P&S Act through preventive regulatory actions;




investigation and enforcement; provision of relevant guidance and analyses; and dramatic
improvements to our organizational efficiency and effectiveness.

To increase the level of compliance through preventative actions, GIPSA is
implementing new procedures to ensure that entities operating subject to the P&S Act are
properly registered and bonded, and meet reporﬁng requirements. The Agency is also
conducting more targeted audits to protect the industry’s financial interests, and
implement new procedures to improve fhe current protections afforded by blonding
requirements. To protect fair business practices, GIPSA is inspecting scales and carcass
evaluation devices, monitoring weighing practices, and increasing monitoring of fed
cattle and hog markets, and packers’ procurement préctices.

GIPSA is improving compliance thrc_)ugh investigations and enforcement actions,
and developing new standardized and streamlined investigative procedures to ensure
timely completion of investigations. During 2007, all personnel with investigative and
regulatory responsibilities participated in formal training ét the Federal Law Enforcement
Training Center in Glynco, Georgia. The Agency has vested P&SP Regional Directors
with greater authority to pursue investigations, .rather than controlling investigations
completely from headquarters.

GIPSA is bringing its regulations current with industry practices based oﬁ the
results of a regulation review conducted in 2006. The Agency is revising its P&SP
Employee Manual to ﬁrovide improved standardized operating procedures, and has
‘conducted reviews of all offices to ensure compliance with established procedures and
policies. GIPSA’s P&SP is also improving its internal auditing and data validation

procedures, as well as its processes for enforcing reporting requirements to improve the-




timeliness, comprehensivéness, and quality qf annual-reports that are submitted to the
Agency by regulated entities. The program will also revise and enhance the content of
the various public reports and summary data that are released by the Agency.

GIPSA’s P&SP receﬁtiy completed a Business Process Re-engineering (BPR)
initiative, whi'éh has resulted in improved, standardized operating procedures designed td
improve érganjzational efficiency and efféctiveness. ‘The BPR initiative is being
comﬁlemented by an ongoing initiative to develop a new, integrated automated
management information systefn that will replace aging, stove'-_piped computer databases.
The new system will automate workflow processing and improve work process reporting
'caéabilities and analysis of indu;stry conditions. The managemént information systems |
upgrade is comprised of two concurrent activities: (1) replacingrexist.ing software Wlth
an integrated syétem, which is being carried out by a third party, and (2) expanding
;:xisﬁng capabilities by identifying future modermization needs.- For example, in 2007,
GIPSA’s P&SP developed new databases fof the entry and preliminary a:nalysis of data

received from the industry in annual report filings. This activity will be integrated into

the newimanagement information system to eventually achieve automated industry ﬁiings '

and preliminary processing.

In addition to these technological improvements, GIPSA has enhanced its -
workforce environment by_ conducting an organizational climate Iassessfne:nt, improving
its awal;ds program, and widely disseminating the results of internél civil rights reviews
and developing strategieé to address any concemns révealed by thése revieWs. 'fhe '
pro gram is increasing and improving P&SP employee input into program planning. For

example, all employees were involved in the BPR initiative noted above. P&SP
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appointed a team of employee change agents, who are helping ensure that both the BPR
process and the information system up grade reflect input from all employees about
system requirements, with results in turn fully communicated back to the employees.
Finally, GIPSA is working to imprové the public’s perception of the P&SP by meeting
frequently with stakeholders and other regulatory agencies, and releasing timely and
relevant information to targeted agricultqral media outlets. As part of this outreach |
effort, GIPSA held training conferences on carcass evaluaﬁon, providing training to St.a.te
and industry personnel on proper weighing procedures for monorail scales.

Last fiscal year, GIPSA’s P&SP conducted over 2,300 regulatory actions and
investigations. These activities included 1,269 regulatory activities such as financial
audits and scale check weighs and 1,07 1_ investigations of alleged violations of the P&S
Act. As aresult of these investigation§, GIPSA helped recover over $1 million for
producers and enforced the restoration of neariy $2 million to custodial accounts and
business balaﬁce sheets to protect producers from financial harm. Employees from the
P&SP’s Midwestern Regional Office in Des Moines, Iowa, received a USDA 2007
Secretary's Honor Award for their work in correcting illicit weighing practices in
28 livestock markets in 11 states.

We continue to work with firms to achieve voluntary compliance, and to irﬁtiate
appropriate corrective action when we uncover evidence that the P&S Act has 1t=>ea311
violated. In FY 2007, with assistance from USDA’s Office of General Counsel, P&SP
filed 49 complaints alleging violations of the P&S Act. These formal disciplinary
complaints resulted in 30 decisions ordering the payment of $440,650 in civil penalties.

Also in 2007, GIPSA implemented a stipulation enforcement action imposing fines




directly when the alleged violator.elects to fore’gb formal hearing process. The new
enforcement action has resulted in three stipulation agreements with fines totaling $9,750
and is expected to be a major tool in ensuring compliance with the P&S Act in upcoming
years.

We regularly collaborate with the Department of Justice, Commodity Futures -
Trading Commission, and other State and Iq cal law enforcerhent agcnciés with their
investigations, some of which involve overlapping jurisdigtion. In addition, we
communicate and work cooperatively with our sister Agencies within the U.S.
Department of Agriculture, and particulaﬂy with the Economic Research Service,
National Agricultural Statistics Service, Agricultural Marketing Service, and Food Safety
and Inspection Service. | _ _ .

GIPSA majntains a toll-free hotline (800-998-3447) to receive complaints and {
other communications from livestock prdducers, poultry growers, and pther members of
the inc_iustry or general public. The hotline allows callei‘s 0 voice their concerns or file a
complaint anonymously without fear of retaliation; In FY 2007, GIPSA received and
responded to 29 hotline complaints resulting in the following outcomes: 16 cases where

no violation was found; 2 cases beyond the Agency’s jurisdiction; 7 cases where informal

compliance was achieved; and 4 pending investi gations.




Federal Grain Ingpection Service

GIPSA’s commitment to improvement is evidenced in many aspects of FGIS
operations, from service delivery to information technology systems. GIPSA’s FGIS,
with more than 30 years of proud service to American agriculture, is a dynamic program
that is responding to the evolutionary, and sometimes revolutionary, markets it serves.

The FGIS program facilitates the markeﬁng of U.8. grain, oil seeds, and related
agricultural products. by providing the market with the official U.S. standards.for grain,
oil seeds, and related products, as well as methods to assess product quz;ﬁty; maintaining

the integrity of the marketing system by enforcing the U.S. Grain Standards Act

(USGSA); and providing for America’s national inspection system, a network of third-
party Feder;cll, State, and private providers that provide impartial, user-fee funded official
inspection and weighing services under the authority of the USGSA and the Agricultural
Marketing Act of 1946.

The grain industry uses our térms, methods, and services to buy and sell
$65 billion of commodities annually. Our work allows the' U.S. grain marketing system
to serve increasingly sophisticated customers around the world by ensuriﬁg that they
receive the quality and quantity of U.S. grain they need to meet an incredible array of -
end-use needs.

We often speak of markets as evolving, and the grain market is evolving in many
ways. We continue to meet the needs of this dynamic market by providing the terms and
methods that the market needs to effectiv¢1y trade grain. In FY 2007, GIPSA amended
the soybean standards to remove test weight as a grade determining factor. GIPSA also

improved the quality descriptors in the sorghum standards. Also last fiscal year, GIPSA



initiated a comprehensive review of the U.S. Standards for Soybeans and found little
market consensus and data on needed standards changes. To better identify market
needs, GIPSA will, over the next several years, develop robust data about soybean quality

through the marketing chain to build market consensus and effectively refine the soybean ~
_ s

standards to better facilitate U.S. soybean marketing.

GIPSA also is pursuing initiatives to help meet the market’s growing need for test
methods that accurately differentiate the ability of wheat to meet specific end-use needs
in order to enhance the marketability of U.S. wheat. GIPSA’s work in this area will

enharice the value and marketability of U.S. wheat by providing value transparency from
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the producer to the processor. GIPSA, in collaboration with the wheat industry, is

pursuihg two major avenues to address the need for improved wheat fimctionality

- measurements. First, GIPSA is working to standardize Farinograph testing, the most
popular method for measuring how flour dough will behave during processing. GIPSA- :
also is 'Work‘ing to provide a rapid test of gluten viscoelastic properties to predict how ;

wheat will function as flour in baking or other ﬁrial processing. GIPSA is seeking

appropriations to fund this criticélly important work.

Service delivery is the heart of our program. We continue to deliver world-class,
cost-effective and efficient inspection and weighing services to the evolving gfailn'
mari(ef, In fiscal year 2007, the natiorial inspection system provided more than 3 million
inspections on fnore than 295 million metric tons of grain vaiued at 325 billion. A

sharply increased demand for U.S. wheat in global markets due to declines in key

competitors’ wheat production resulted in a commensurate surge in demand for official

export inspeétion-and weighing services. Overall, exports have increased 15 percent over




last year’s levels, with some GIPSA offices secing increases of more than 80 percent in
billable metric tons. GIPSA inspection and weighing personnel, who provide services
24/7/365, are working extremely long hours and contiguous days to fulfill our customers’
service requests.

We are continuously secking to improve the efficiency and effectiveness of our
services while maintaining the globally recognized credibility of the national inspection
system. We are néw realizing the most sweeping initiative we have ever undertaken to
improve operations and information management. Applications comprising FGISonline,
a mulﬁ-year project to improve program operations and service delivery by modernizing
our information management systems and business functions, are now online and

-improving customer service and Federal grain inspection operations. Complete
information on this initiative appears in the eGovernment éection below.

As we continue to improve our operations, processes, and information systems,
we also are exploring how best to deliver service. GIPSA currently is evaluating the
implications, including the impacts on costs and service delivery, of using private entitics
instead of Federal persomiel to provide mandatory e){port inspection services in a manner
that improves competitiveness of the U.S. grain industry, maintains the integrity of the
Federal grain inspection system, and benefits employees who may be impacted. The
pilot is running at 12 expoﬁ facilities in 7 States/markets. GIPSA will collect data
through two full shipping seasons, which culminate in December 2008, and issue a
report, in 2009, on the impact of contracting with private service providers at export. As
we complete our pilot and related analyses, and proceed with further action, we will

remain committed to providing the best, most cost-effective inspection and weighing




services, while maintainir_lg t.he.integr‘it'y and credibility of America’s official inspection
and weighing system.

While some market changes are evolutionary, others are more revolutionary, and
require our agile response to ensure unimpeded grain mﬁketing. Traditionally, tons of
grain are loaded aboard a single ship bound for ports around the.w'orld. In recent years,

there has been exponential growth in the use' of containers to ship grain. Containerized

cargoes have increased more than 9,000 percent from 0.04 million metric tons (MMT), or

.0.02 perceﬁt of total U.S. grain exports in 2002, to 4.4 MMT, or 3.2 percent of exports, in
2007. In FY 2002, there were a total of eight container loading facilitiés in the United
States, all located in the Pacific Northwest (PNW). Most of these facilities shipped less .
than the 15,000-fnétﬁc—ton inspection threshold and required little in the way of official
services. Today, there are more than 130 contai’nér loading facilities stretching across the
country from the PMW to America’s new container hub in Chicago, most of which
require ouf services. We are responding to this'radical_' marketing shift b’j providiné
co_r’respoﬁding official service increases: Sérnpling grain as it moves from bin to
container at loading faéilities; certifying scales used to weigh containerized grain; and.
ensuring that emerging facilities adhere to the requirezﬁents of the USGSA and properly
register with us.  In FY 2002, GI_PSA providéd 2,100 inspect_iqns- of containers compared
to more than 192,000 container in_spectii)ns in FY'2007.- In 2002, GIPSA there was only
eight scales in operation requiring GI_PSA certification. Today we test scales at 123
loading container loading faciiities. | '

In the end, GIPSA’s FGIS is all about service. | Oui‘ standards, methods, and

inspection and weighing services are focuséd on one goal — helping American agriculture
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effectively market U.S. grain in today’s highly—compeﬁtive global marketplace. Are we
succeeding? Our customers think so. In FY 2007, GIPSA surveyed the customers of the
official inspection system to determine their satisfaction with our services. The results of
the 2007 survey indicate that customer satisfaction increased from 83 percent in 1996 to
91 percent in 2007, with gains in all areas including timeliness, accuracy, consistency,
relevance, and cost of service, as well as the professionalism and courtesy of official
personnel. -

Performance indicators show that our international customers are similarly
satisfied .with our services. GIPSA administers a program to address any quality or
weight discrepaﬁcies raised by our international customers. In fiscal year 2007, GIPSA’
received only 6 quality and 3 weight complaints from our international customers. These
complaints involved 188,072 metric tons, or only about 0.2 percent by weight, of the total
amount of grain exported during the year. |

Our many successes are directly attributable to our exceptionally skilled,
experienced, and dedicated staff. Whﬂe our workforce is our greatest asset, today it is
also our greatest challenge. GIPSA’s FGIS is facing an unusually high level of attrition
over the next 5 to 6 years, as 70 percent of our mission critical grain graders were hired
shortly after the creation of FGIS, and are now eligible for retirement. It takes 2 to
3 years to develop a competent grain grader. These competencies are not available from
a college or vocational school. They must be developed within F GIS through internal
development programs and partnerships with various agricultural institutions.

In FY 2007, FGIS instituted a number of internal developmént programs to ensure

adequate future staffing in our mission critical series, in addition to ongoing recruiting at
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colleges and universities. We establiéhed a Leadership Development Program to
cultivate a nevsg generation of managers; an agricultural commodity grader development
program to provide needed technical expertise to -this mission-critical seties; and
institutéd an agricultural commodity technician career dévelopment program to train and
transition i}igh-performing technicians into grader positions. The Agency will coﬁtinﬁe
to be seriously challengéd to provide needed large-scale development programs to meet
future staffing ﬁeeds-w_ith limited resourt;es..
eGovernment Solutions
Perhaps nowhere is our commitment to continuous improvement more evident
~ than in our multi-year project to improve program operations and service délivery by
modémizing our information management systetns and business functions. The initiative -
is improx}ing the efficiency and effectiVenesé of service delivery by streamlining buéiness
practices and improving custofner service, as well as meeting Federal eGov requirements
and USDA initiatives.
GIPSA’S grain inspection pfogram is in the midst of a multi-year project to
-modernize its core business ﬁ.m.ctions. GIPSA is deploying F GISonline, a suite of online
business services that a?e improving internal business operations and better serving
customers of the official grain inspection and weighing system. These integrated -
information systems will share information with éach other and with our customers.
Using the belegation, f)'esignation and Export Régistration program, State and
private entities are applying online to become official service providers, and grain firms

are using it to registei* online with GIPSA as grain exporters. These web-based programs
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replace repetitive, paper-intensive processes with an electronic approach that are saving
GIPSA and our customers’ time and reducing paperwork burdens.

A set of applications that is streamlining certification and creating a national
database of inspection results was iﬁitially deployed in 2007, and will be fully
implemented throughout the official inspection and weighing system in 2008. These
applications allow GIPSA and official service providers to electronically enter inspection
and weighing resuits,- and p_rqduce electronic or paper official inspection énd weighing
certificates. The certification program feeds data into an Inspection Data Warchouse, a
national database of inspection results. Custorners of the official inspection system can
use the warehouse to see individual service records, or arrange for daily data
transmissions of inspection and weighing records. The database contains the inspection
and weighing records for services officially performed under the USGSA and the
Agricultural Marketing Act of 1946. In FY 2008, GIPSA will continue to develop its
core applications,'inc'luding programs to capture inspection, weighing, and equipment
checktesting data; capture and manage technical testing information; automate the
Iicénsing process; and expand our quality assurance and control capabilitieé.

Likewise, as mentioned above, GIPSA’s P&SP is developing a new integrated
automated management information system that will replace multiple standélone
databases and spreadsheets with an integrated database. The system, which is being
developed with assistance from USDA’s Rural Development, will also incorporate
automated workflow processing. It will provide improved activities management,

performance tracking, and work process reporting capabilities. It also will improve
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analysis of industry conditions and ultimately improve availability of compliance data to

the industry and to public.

These computer and information modernization effects will create synergy across

GIPSA programs and data sources, and will improve internal GIP SA program -

efficiencies and effectiveness and deliver improved performance and program efficiency. .

Protecting the Homeland

' GIPSA has dedicated resources to homeland security efforts. - We continue to
work closely with the USDA Continuity of Operations Planning Division, Office of
Secretary Services to refine the Department’s and the Agency’s Continuity of Operations
Plan (COOP) and to support and staff the Departmen’-c’s-Crisis Action Teém (CAT). In
F Y 2007, GIPSA’s COOP and CAT représenfati‘\}es participated m critical disaster-

related exercise and training sessions, including a major government-wide exercise.

2009 Budget Request

To ﬁmd important initiatives and address the Agency's responsibilities, GIPSA's |
budget request for FY 2009 is $44 million for salaries and expenses and $42 miilion for
our Inspection an& Weighing Services. The budget includes additional funding for pay
| costs; additional P&SP field staffing; e-government initiatives; grain testing measures;
and an enhanced presence in key international markets. In addition, we will submita

legislative proposal for new user fees to recover the costs of grain standardization and

P&SP activities.
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The increase for pay costs will enable GIPSA to meet its objectives consistent
with the priorities established by the Secretary of Agriculture. This critically important

increase is needed to support and maintain current staffing levels to meet projected

increased demand for our programs and services.

We are requesting additional funding to further bolster market protections for
buyers and sellers of livestock, pouifry and meat through greater compliance,
investigative, and enforcement activities in the field. This increase will allow the Agency

to hire 18 additional employees to expand compliance reviews and investigations into

new territories and enhance investigations of complex competition issues. This staffing
level will support dozens of audits of packers, livestock markets and dealérs, allow us to
increase our check weighing activity, and respond to complaints of unfair and deceptive
practices. In addition, GIPSA would be able to conduct a solvency audit of a large
| packer if the need arose and significantly increase routine financial audits — solvency, |
custodial accounts, and prompt pay — of all regulated entities including packers.. In
addition, an expanded,.more visible P&SP qukforce will help promote greater voluntary
compli@ce.

We are requesting additional funding for our e-Government modernization

initiative. This multi-year project will complete our efforts to upgrade information

management systems and modernize our business functions. The request includes
funding to continue the development of eGov solutions, including a web-based
application that will enable regulated entities to submit annual reports required under the

P&S Act online, and for recurring costs associated with the maintenance of these

applications.
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We are also requesting additional funds to es‘tablish an ongoing presence in Asia
allowing GIPSA to expand upon our successful intemational services and tradé activities
currently provided on a tempor@ basis. GIPSA’s hands-on approa’cﬁ of assigning a
temporary duty officer in Asia to facilitate trade of U.S. grain has provided a positive
impact‘ on existing and potential buyers. These buyers say their 7c.6ncerns related to grain
quality are addressed effectively. While successful, the program is limited in scope and
more difficult to sustain because it is conducted on a part-time, temporary basis.
Establishing a permanent program would allow GIPSA to broaden the territories sei'viced
abroad, further decrease market disruptions due to technical differences in analytical
meth’ods and standards, and enhance customér satisfaction and loyalty. The U.S. ﬁade :
dollars saved upon the resolution of just one grain shipment compléint,‘ or earned from
one new satisfied foreign buyér can far outweigh the costs asso_ciated with maiﬁtaining a
GIPSA presence in Asia.

‘We also are seeking additional funding for new grain testing measures for
cthanol, wheat quality, and soybeans quality. Advancements in GIPSA’s testing methods
will provide U.S. producers with tools they need to realize the full value of their products
within the market chain, and to increas:e U.S. share in global 'marketsr.

GIPSA will submit a legislative proposal to collect fees for the development of
arain standards é.nd to ame_:nd.the P&S Act to provide authority to collect Iicenée fees to

- cover the cost of the program. This prdposa.l is consistent with the overall effort to shift

funding for programs with identifiable beneficiaries to user fees.
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Conclusion
Mr. Chairman, Members of the Committee, thank you for the opportunity to share
some of the accomplishments made by our dedicated staff and highlight our future plans
to facilitate the marketing of U.S. agricultural products and td'promote fair and

competitive trading practices for the overall benefit of consumers and American

agriculture.

I would be pleased to address any issues or answer any questions that you may

have.
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