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REVIEW CROP INSURANCE FOR SPECIALTY
CROP PRODUCERS

THURSDAY, JULY 10, 2003

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON GENERAL FARM
COMMODITIES AND RISK MANAGEMENT,

COMMITTEE ON AGRICULTURE,
Washington, DC.

The subcommittee met, pursuant to call, at 10:02 a.m., in room
1301 of the Longworth House Office Building, Hon. Jerry Moran
(chairman of the subcommittee) presiding.

Present: Representatives Smith, Jenkins, Burns, Musgrave, Pe-
terson, Alexander, Pomeroy, Boswell, Etheridge, Marshall, Larsen
and Holden.

Also present: Representative Putnam.

Staff present: Kelli Ludlum, subcommittee staff director; Eliza-
beth Parker, Callista Gingrich, clerk; Kellie Rogers, Elyse Bauer,
John Riley, and Lisa Kelley.

OPENING STATEMENT OF HON. JERRY MORAN, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF KANSAS

Mr. MORAN. Good morning. The hearing of the Subcommittee on
General Farm Commodities and Risk Management to review crop
insurance for specialty crops, will now come to order. I am de-
lighted to begin the process of discussing the topic of crop insur-
ance, particularly as it relates to specialty crops, and I would like
to thank our witnesses for their appearance before our subcommit-
tee.

We will get a few of the administrative things out of the way on
this hearing this morning. It is anticipated we have a 10:15 journal
vote, one vote, so we will recess here momentarily if that occurs
and come back. We have one panel today of these four witnesses,
and I think that despite the journal vote, we can proceed expedi-
tiously. I appreciate the time that these gentlemen are devoting to
appearing before our subcommittee.

This is one in a series of hearings we will have on crop insurance
and especially as it relates to specialty crops. I would readily admit
that there are Members of Congress and members of this sub-
committee who are much more familiar about crop insurance as it
affects specialty crops than I am as a Kansan, but I am very inter-
ested in gaining additional information and addressing issues that
those who participate in this very important segment of agriculture
would like to see us address as it relates to crop insurance. I know
that crop insurance is an increasingly important risk management
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tool for many farmers, including our nurserymen, citrus growers
and fruits and vegetable producers. The Agricultural Risk Produc-
tion Act of 2000 made progress in improving insurance availability
for specialty crop producers. Following the passage of the crop in-
surance reform bill, products were expanded and additional cov-
erage was offered.

Today, the Risk Management Agency offers permanent insurance
programs covering 62 specialty crops. Twenty-five specialty crops
currently have programs in pilot status. Coverage for specialty
crops has doubled since 1998, increasing to approximately $8 bil-
lion last year. And despite significant progress, it is still difficult
for some producers in specific counties to obtain coverage for their
particular crops. The greatest interest I continue to hear from
farmers in my own district as well as members of this subcommit-
tee and Members of Congress is on crop insurance availability in
providing average levels of coverage to meet our producers’ needs.
As we examine options to protect producers from natural disasters
without ad hoc emergency spending, we will seek to address issues
that can make crop insurance a more effective risk management
tool for farmers and ranchers nationwide.

After today’s hearing, I expect this subcommittee to hold addi-
tional hearings to focus on the changes needed to better serve
farmers, both program crop producers and specialty crop growers
and livestock producers. We will look at product availability, deliv-
ery of the programs and other issues that may be discovered
through the testimony of our witnesses today and during future
hearings. Again, I welcome our participants and look forward to
their testimony and I recognize now the gentleman from Min-
nesota, Mr. Peterson.

OPENING STATEMENT OF HON. COLLIN PETERSON, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF MIN-
NESOTA

Mr. PETERSON. Thank you, Mr. Chairman. I want to thank you
for calling this hearing. I, like you, don’t know as much about this
issue as we probably should, so I look forward to the witnesses’ tes-
timony. It is clear that even though we have made tremendous
progress in terms of the numbers of acres insured, last year’s call
for disaster assistance by many producers group tell us that there
are still questions out there regarding producers’ ability to ade-
quately cover their risks. The past few years have been difficult on
the industry as a whole, including the niche market for specialty
crops. It has become clear concerning specialty crops that we must
consider the programs for payouts from natural disaster losses, the
impacts of the slow economy, September 11 and the lower commod-
ity prices being paid to our farmers and ranchers that have made
them even more aware of covering their bottom line. Now, we must
be certain that the companies that remain will be able to deliver
affordable risk management tools to our Nation’s producers of these
perishable crops that will allow them to cover external factors be-
yond their control. Again, I want to thank you, Mr. Chairman, and
I look forward to hearing from our witnesses.

Mr. MORAN. Mr. Peterson, thank you very much. Any other
statements for the record will be accepted.
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[The prepared statement of Mr. Smith follows:]

PREPARED STATEMENT OF HON. NICK SMITH, A REPRESENTATIVE IN CONGRESS FROM
THE STATE OF MICHIGAN

I would first like to thank the chairman, ranking member, and members of the
panel for holding this hearing to review crop insurance issues for specialty crop pro-
ducers.

As a farmer, I know how vital it is to have a sound risk management strategy
in order to be successful. Many ways exist for farmers to manage risk including
storage facilities, forward pricing, off-farm income sources, Federal farm income sup-
port programs, commodity diversification, and the Federal Crop Insurance Program.
Over the years the Risk Management Agency and the crop insurance industry have
been very successful in expanding enrollment in the Federal Crop Insurance Pro-
gram and in increasing the types of products offered and commodities covered. From
1979 to 2002 the number of insured acres has increased from approximately 21 to
215 million acres. Furthermore, in 1981 the Federal Crop Insurance Program of-
fered 5,000 county-commodity-product combinations, and by 2002 the number of
county-commodity-product combinations available was greater than 38,000. Cur-
rently, Federal crop insurance products exist for about 100 agricultural commod-
ities. Clearly, the increasing utilization and demand for crop insurance products in-
dicate that farmers are increasingly using crop insurance as one of their risk man-
agement tools.

Being from Michigan where a wide variety (more than 120 different commodities)
of fruit and vegetable crops as well as traditional field crops are produced, I can
appreciate the fact that specialty crop producers like the typical corn-soybean farm-
er must manage their risk in order to be successful. Michigan’s specialty crop pro-
ducers have been hit especially hard by weather the last several years. Eighty-two
of Michigan’s 83 counties were declared a disaster in 2001 due to extreme weather
conditions. In 2002, all 83 counties received a weather disaster designation. As a
result Michigan’s specialty crop yields suffered tremendously: (2001) dry bean yields
down 87 percent, grape yields down 64 percent, (2002) tart cherry yields down 95
percent, sweet cherry yields down 75 percent, grape yields down 66 percent, peach
yields down 69 percent, apple yields down 41 percent, blueberry yields down 25 per-
cent, asparagus yields down 24 percent, plum yields down 94 percent.

These data clearly demonstrate the need that specialty crop producers have for
risk management tools such as crop insurance.

As we will hear today, however, crop insurance utilization and availability vary
significantly across commodities. Despite the wide range of commodities covered, 74
percent of total crop insurance premiums in 2002 came from corn, soybeans, cotton,
and wheat. For producers of these major commodities there is a wide-range of insur-
ance products available as well as the traditional commodity support programs that
help farmers remain viable. Unfortunately, fewer support and risk management op-
tions are available for our specialty crop producers. With the realization that it is
both unrealistic and impractical for government to provide every option for every
commodity, it is important and timely for this committee to carefully review the
strengths and weaknesses of the current Federal Crop Insurance Program for these
various commodities.

Mr. MoORAN. We will begin our testimony with Mr. Brim. Wel-
come very much. Mr. Brim is the vice president of the Georgia
Fruit and Vegetable Growers Association from Tifton, Georgia. Mr.
Brim, please proceed.

STATEMENT OF BILL BRIM, SECOND VICE PRESIDENT, GEOR-
GIA FRUIT AND VEGETABLE GROWERS ASSOCIATION, AND
PRESIDENT, LEWIS TAYLOR FARMS, TIFTON, GA

Mr. BrRiM. Good morning, Mr. Chairman and the members of the
subcommittee. My name is Bill Brim, and I am the president and
owner of Lewis Taylor Farms in Tifton, Georgia. I have a 750 di-
versified vegetable operation in packing peppers, tomatoes, egg-
plant, cucumber, squash, cabbage, cantaloupes and greens. We also
have a 350,000 square foot greenhouse growing area that we grow
85 million vegetable transplants and 15 million pine tree seedlings.
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Thank you for the invitation to appear here before the commit-
tee. As vice president of the Georgia Fruit and Vegetable Growers
Association, I am here today not only to represent my farm and as-
sociation, but also the growers that make up more than $750 mil-
lion worth of fruit and vegetable industry in Georgia.

I will limit my comments this morning to the items which have
been identified as a concern to all of our commodities. First, crop
insurance availability. In my written testimony, I have cited exam-
ples in our pecan, blueberry and vegetable industry in which some
growers have the benefit of crop insurance and others that do not.

Pecan, blueberries and some vegetable pilots are working quite
well and need to be moved to a permanent status. We ask for your
support in encouraging FCIC to move these pilots into a permanent
program as soon as and as quickly as possible. While we support
and want to see more crop insurance programs become available to
our specialty crop growers, I would encourage that this subcommit-
tee and RMA be cautious when new pilot programs are introduced.
When the pilot program is made available to only one or two coun-
ties in a particular commodity-producing region, the availability of
crop insurance can significantly skew market conditions and pro-
duction competitiveness. Growers in the covered counties may have
the opportunity to secure better loan rates from their bankers and
more attractive purchasing items from their suppliers since they
have, now, a safety net provided by the crop insurance product. As
new product and pilot programs are developed, alternative intro-
duction plans should be considered to keep all growers in a specific
commodity-producing region on an equal footing and a level playing
field.

Another industry concern is the issue of multi-unit field and or-
chards being covered under one farm serial number. Many times,
growers do not receive loss payments on crops failure because of
fields that suffer a loss, is one of several fields under the same
farm serial number. If all other fields on that farm serial number
have sufficient production, it will offset the losses and no payments
are made on the field with a crop failure. Growers compare their
crop insurance to property insurance, and if three houses on a farm
are insured and one burns, the insurance company pays for the loss
of that burned house. That same should be true with the loss of
an insured field. To provide broader crop insurance coverage, con-
sideration should be given to allow growers the options to have
noncontiguous fields or orchard divisions within the same farm se-
rial number. This is a not a new concept. A similar option is pro-
vided for in the walnut and apple crop insurance program.

For the past 2 years, the Georgia Fruit and Vegetable Growers
Association has been fortunate to participate as an educational
partner with RMA. During those 2 years, over 2,500 growers have
received hundreds of hours of training on risk management to help
improve their production, pest, food safety, personnel and market-
ing risks they face daily in their farm operations. In 2003, six dif-
ferent Georgia organizations received risk management education
program funds totaling over $370,000. These organizations range
in interest from organic production to nursery, shrubbery oper-
ations to fruit and vegetable growers. In the fiscal year 2004, regu-
lations were published in the Federal Register on June 13 in order
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to simplify RMA supervision of partnership agreements. The new
regulations allow for only one partner per State, and the allocation
form provides only $89,000 for educational program funds through
the winning Georgia organization. While we understand the need
to streamline the reporting and accountability, it is very difficult
for one organization to represent and oversee commodity programs
as diverse as flowers and shrubs to fruits and vegetables. In the
future, we hope that one partner per State will be reconsidered and
eliminated. I very much appreciate the opportunity to provide this
testimony to the committee and I will be happy to answer any
questions at the appropriate time. Thank you.

[The prepared statement of Mr. Brim appears at the conclusion
of the hearing.]

Mr. MORAN. Mr. Brim, thank you very much. Our next witness
is Mr. Bob Carden, a citrus producer and crop insurance agent,
Carden and Associates, Inc., and he is here on behalf of the Florida
Citrus Mutual and Florida Nurserymen & Growers Association of
Winter Haven, FL. Welcome, Mr. Carden.

STATEMENT OF ROBERT E. CARDEN, JR., CITRUS PRODUCER
AND CROP INSURANCE AGENT, CARDEN AND ASSOCIATES,
INC., WINTER HAVEN, FL, ON BEHALF OF FLORIDA CITRUS
MUTUAL AND FLORIDA NURSERYMEN AND GROWERS ASSO-
CIATION

Mr. CARDEN. Thank you, Mr. Chairman. Mr. Chairman, mem-
bers of the committee, it is an honor for me to appear before you
to discuss the status of the specialty crop insurance industry.

Again, my name is Bob Carden, and I am the president of
Carden and Associates, Inc., which is an insurance agency in Win-
ter Haven, Florida. We specialize mainly in writing specialty crop
insurance there that are grown on the Florida peninsula. Specialty
crop policies currently offer many benefits to growers, but improve-
ments could greatly enhance their value as a risk management
tool. Industry representatives are regularly in touch with the Risk
Management Agency on these issues, and RMA’s regional staff is
always willing to listen to industry suggestions. However, many of
the needs of the specialty crop industry remain unmet, largely due
to an inability to have meaningful policy changes implemented
through the procedural process used by RMA.

One such instance involves the peril of citrus canker. This dis-
ease is devastating to citrus, and when found in a grove, it requires
the immediate destruction of all trees within a 1900 foot radius of
the infected area. RMA correctly realized the need to add this peril
as a covered cause of loss to the citrus tree insurance policy in
1999.

However, citrus canker has yet to be added to the citrus fruit in-
surance policy as a covered cause of loss. This makes very little
sense to us, as any fruit that is hanging on a tree when it is de-
stroyed is obviously lost as well. We have requested that RMA add
this peril for the last 5 years and have worked with their Valdosta
regional service office to see this task accomplished. Every year, we
have expected this addition, but as of the 2004 crop year, the sales
closing date for which just ended, it has not been done, and to us,
it makes no sense to pay a grower for the loss of his trees but not
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the loss of a fruit crop that they are producing at the time. A pre-
mium rating problem also exists in the Florida citrus fruit policy.
In 1996, RMA did a major design change in the structure of this
policy that on the surface reduced rates substantially. However,
when you take a closer look, it reveals otherwise. Prior to the
change, a grower buying a citrus fruit policy had a 10 percent de-
ductible regardless of the level of coverage he purchased. The policy
implemented by RMA now mirrors the row crop deductibles of 15
to 50 percent, but when you do a premium calculation with a 15
percent deductible in the policy now, it is actually higher than the
same coverage was at a 10 percent deductible under the old policy.
The net result is that a grower pays more and he gets less.

Now, specialty crop policies are also very complex. A great deal
of training is required by both company and agency personnel in
order to provide the best information to growers to enable them to
make sound risk management decisions. RMA should approve ma-
terials and training in time to give companies and agents a mini-
mum of four months to work with this material once it is in its
final form. In far too many cases, this does not happen. An insur-
ance company must review all of the material pertinent to any
given crop for any changes to the program that were made from
the prior year. Once they have done this, they must then present
it to their agents, who in turn present it to their growers, who de-
cide on their appropriate levels of coverage for the upcoming year.
All of this must be accomplished by a sales closing date which var-
ies by crop and is defined in the policy. This is an inflexible date
with no exceptions made. In each crop policy, RMA also sets a
deadline for itself by which it must release this material for the up-
coming year. For example, the eligible plant list and other mate-
rials for the 2004 crop year was just released for nurseries this
past July 1. Companies are currently in the process of comparing
the new list to the 2003 list to see what changes were made, and
until this is done, the renewal process cannot begin. Currently, our
agency’s training in these materials is scheduled for July 22. That
will leave us 28 working days to contact our 225 or more nursery
customers and complete the renewal process by the September 1
deadline if no gaps in their coverage is to occur.

Now, all this assumes that the material is correct when it is re-
leased, and sadly, there are times when it is not. Such was the case
of this eligible plant list last year, when some 150 varieties grown
in central Florida were inadvertently left off the list, and by the
time this was corrected, September 1 had come and gone. Now, this
points out what from an agency standpoint we consider to be a
high risk of errors and omissions exposure. In this case, we had
two choices. We either have our growers report their inventories
and choose their coverage levels based on a promise which was not
yet in writing, or report their values on the printed schedule and
then revise it after the corrected list came, but that would leave
the grower underinsured during a 30-day waiting period before the
coverage took effect after the revisions were made.

Now, to be fully fair here, I do believe that RMA tries to release
material to us in what they consider to be a timely manner. How-
ever, when they cannot meet these needs for whatever reason, they
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need to be more flexible in giving us the time we need to ade-
quately complete our tasks.

Finally, we in the specialty crop industry were very pleased with
section 508(h) of the Agricultural Risk Protection Act of 2000 was
included. This section allowed private entities to submit products
that they had designed to the FCI Board. We felt that we could
now move forward not only with some long-sought policy revisions,
but also would finally be able to offer coverage on commodities for
which no program currently exists. However, the procedure RMA
has written for filing a policy with the Board is so onerous that it
cannot be taken seriously and is an avenue that we can use. Ex-
hibit 2, which is attached to my testimony, shows this very clearly.
This is a procedure that must be streamlined.

Thank you for your invitation. I hope I have provided you with
an informative snapshot of the challenges the industry faces, and
I am happy to respond to your questions.

[The prepared statement of Mr. Carden appears at the conclusion
of the hearing.]

Mr. MoRAN. Thank you very much, Mr. Carden. Our next wit-
ness is Mr. John Watkins, legislative chairman of the American
Nursery and Landscape Association of Virginia. Welcome, Senator,
thank you.

STATEMENT OF JOHN C. WATKINS, PRESIDENT, WATKINS
NURSERIES AND LEGISLATIVE CHAIRMAN, AMERICAN
NURSERY & LANDSCAPE ASSOCIATION, MIDLOTHIAN, VA, ON
BEHALF OF THE AMERICAN NURSERY & LANDSCAPE ASSO-
CIATION

Mr. WATKINS. Thank you, Mr. Chairman. Chairman Moran and
Ranking Member Peterson and members of the subcommittee, I am
grateful for this opportunity to present testimony today, to talk
with you with relation to the Crop Insurance Program in the
United States, and particularly as it relates to the nursery indus-
try. My testimony represents both my views, my own personal
views, and experiences as a nurseryman, and also the views of the
American Nursery & Landscape Association. The American Nurs-
ery & Landscape Association is the national trade association for
the nursery and landscape industry. ANLA represents 2,500 pro-
duction nurseries, landscape firms, retail garden centers and horti-
cultural distribution centers, and the 16,000 additional family farm
and small business members of the State, regional nursery and
landscape associations. The association’s grower members are esti-
mated to produce 75 percent of the nursery crops moving in domes-
tic commerce in the United States that are destined for landscape
use. I currently serve as the Chairman of this association’s legisla-
tive policy committee.

According to the USDA’s National Agricultural Statistics Service,
the nursery and greenhouse industry remains the fastest growing
sector of agriculture in terms of cash receipts. The 1997 Census of
Agriculture shows that nursery and greenhouse floriculture crop
sales totaled $10.9 billion in 1997, up $7.6 billion from 1992. This
represents a 43 percent increase. In crop value, nursery and green-
house crops have surpassed wheat, cotton and tobacco and are now
the third largest crop, falling only behind corn and soybeans.
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The nursery industry very much desires an efficient and afford-
able and sustainable Crop Insurance Program. At present, the Crop
Insurance Program falls short on adequately addressing the ex-
treme diversity and unique situations presented by a free market
segment of agriculture that grows literally thousands of varieties
in every State using an array of production systems and tech-
nologies. We offer the following thoughts and recommendations on
the current program and some of the suggestions for improvement.

Nursery participation in the program is not as high as it should
be. A broader participation will help to establish a program that
can more reliably be sustained. There needs to be strong, sustained
educational outreach for the program, and we are open to working
in close partnership with Risk Management Agency on grower out-
reach.

Second, under catastrophic disaster coverage, the 50 percent loss
requirement should be calculated based on losses of individual crop
types rather than across the array of crops in a nursery, and I have
some personal anecdotal evidence to that particular fact. Different
crops have varied susceptibility to potential perils, unlike typical
experiences in traditional row crops.

Third, in our own operation, I have production fields in three ad-
jacent counties in Virginia. Under the current program, I must pur-
chase three separate policies to cover these fields. There should be
some reasonable way to insure that an entire operation can fit
under one policy.

The structure of commissions paid to the agent encourages con-
centration on serving the needs of the largest 9 or 10 clients, but
there is insufficient incentive for agents to reach out and target a
lot of the smaller operations, which typically family operations and
particularly nursery operations wind up being.

We strongly suggest using the grower’s wholesale price list as the
basis for coverage valuation based upon proof of market. As a re-
sult, it would become much clearer to the grower, the agent and
the RMA exactly what the RMA is insuring.

Insure the container size of any plant as such is noted in the
grower’s wholesale price list without regard to the actual soil vol-
ume the container that it is capable of holding.

Include coverage of plants grown in smaller than 3-inch contain-
ers.

Treat field grown crops and containerized plants as separate
crops.

Allow year-round sales of crop insurance policies, subject to a 30-
day waiting period for coverage commencement.

The issue of injury accumulated over just one year has become
a factor in the green industry. Flood, drought and disease that we
have seen a lot of in the past couple of years is of particular note
here.

Implement crop insurance for Christmas tree growers as well.

For growers in tropical regions, restrict the peril of excess rain
to damage incurred in conjunction with a tropical cyclone or an
event that causes an area to be declared a disaster by the Presi-
dent or the USDA.
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Seriously explore coverage of trees and plants that fall within
quarantine zones that are regulated by the USDA here in the
United States.

In closing, I wish to emphasize that USDA’s Risk Management
Agency has reached out to our industry, and we are confident that
a strong commitment exists on all sides to resolve many of these
problems that are inhibiting the use and long-term validity of crop
insurance for the nursery industry. We are equally grateful for the
interest and support of Congress in this matter and look forward
to your support of the Agency in making the changes necessary to
accommodate our industry. Thank you, Mr. Chairman, and mem-
bers of the subcommittee, for your attention and interest in ensur-
ing a viable Crop Insurance Program in America. Thank you.

[The prepared statement of Mr. Watkins appears at the conclu-
sion of the hearing.]

Mr. MoRAN. Mr. Watkins, thank you very much. I apologize to
the Secretary, but I think we will recess our meeting momentarily
while we cast a vote. We will be right back. There is, as I under-
stand it, just one vote. So we will be back in about 10 minutes. The
subcommittee will stand in recess.

[Recess]

Mr. MORAN. The subcommittee will come to order, and I would
invite the gentleman from Michigan to join us. We are joined in our
subcommittee today by the gentleman from Pennsylvania, Mr.
Holden, who is the ranking member of the Conversation, Credit,
Rural Development, and Research Subcommittee. He is not a mem-
ber of this subcommittee and I would ask the subcommittee’s unan-
imous consent to allow Mr. Holden to join us at the dais and to
participate in questioning the witnesses. Without objection, so or-
dered. Welcome, Mr. Holden.

Mr. HOLDEN. Thank you, Mr. Chairman.

Mr. MORAN. And I would like to give you the opportunity to in-
troduce our next witness, a witness from Pennsylvania. Mr.
Holden.

Mr. HOLDEN. Thank you, Mr. Chairman, and thank you for al-
lowing me to participate in this very important hearing today, and
I thank you for inviting the executive deputy secretary of agri-
culture from Pennsylvania, Russell Redding, to be with us today.
Russell is almost a fixture at the Pennsylvania Department of Agri-
culture, and before that, he worked for Senator Wofford handling
his agriculture issues.

Mr. Chairman, as you and Mr. Peterson mentioned in your open-
ing statements, certain parts of the country, particularly where you
come from, you are not as familiar with the problems and chal-
lenges that we face because of our diverse agriculture in Pennsyl-
vania and throughout the Northeast, so again, I want to thank you
for having this hearing and I particularly want to thank you for al-
lowing Deputy Secretary Redding to testify today, because we do
face many serious challenges trying to get our level of participation
up to what you all have in the Midwest and the upper Midwest,
and Russell has worked tirelessly throughout his tenure at the
Pennsylvania Department of Agriculture to try to get that partici-
pation level to moved forward. So again, I want to thank you and
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appreciate the opportunity to introduce my friend, the Deputy Ex-
ecutive Secretary of Agriculture from Pennsylvania.

Mr. MORAN. Mr. Holden, thank you for joining us, and we now
recognize Mr. Redding. Please proceed.

STATEMENT OF RUSSELL C. REDDING, EXECUTIVE DEPUTY
SECRETARY, PENNSYLVANIA DEPARTMENT OF AGRI-
CULTURE, HARRISBURG, PA

Mr. REDDING. It is good to be here. Thank you, Mr. Chairman
and members of the subcommittee. I want to thank you for the op-
portunity to testify, and thank Congressman Holden for his leader-
ship, both currently in the Agriculture Committee, and his work to
promote agriculture in Pennsylvania in the past. I am pleased to
be here. A critical issue for Pennsylvania is crop insurance. We
have followed it for the last couple of years. You have the testi-
mony before you, the official record, and I will try to frame this a
little bit just in the interest of time, but it is interesting how the
Department of Agriculture came to crop insurance. It actually took
a disaster in 1999. For those of you in the eastern part of the coun-
try understood well, we had a very serious drought in that year,
realized the importance of disaster assistance, both at the State
level and the Federal. Our State legislature and Governor at the
time provided $60 million of State revenue to underwrite the crop
losses, which was in addition to the Federal assistance, but it also
underscored the need for crop insurance.

Clearly, the State was not going to be in a position financially
to continue that. It was a unique point in history where we had the
revenues to do it. If that were to happen today, it would be a very
different discussion, but at the time, the State provided $60 million
as part of that. They provided $5.6 million for crop insurance as-
sistance that allowed the Department of Agriculture to cover the
fees associated with producer policies and also cover 10 percent of
the premium.

In 1998, the year just prior to the disaster that sort of framed
our crop insurance initiative, we had about 20 percent of the eligi-
ble acres in the State that were covered under crop insurance. The
perception of crop insurance at the time was in general that it just
didn’t work. I mean, it was too cumbersome. Growers had concerns
about specialty crops and the diversification just didn’t fit well with
the current program availability.

The Department of Agriculture recognized the value of improving
farm level risk management at both the micro and macro levels.
The goal, of course, was to really increase participation statewide
in crop insurance, and we have tried to do that. We wanted to
make it affordable. Thanks to the work of Congress and the USDA
and the State, we believe it is affordable at this point, but there
are significant issues to deal with.

As part of the disaster legislation in 1999, the State gave the De-
partment of Agriculture the authority to work in partnership with
the USDA on the Federal program as well as with the private car-
riers.

Along came the 2000 ARPA legislation, which I give a lot of cred-
it to this subcommittee and the committee for making some signifi-
cant changes to crop insurance, which made it both more affordable
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but also user-friendly in Pennsylvania. It took us to a whole new
level in the State, and I appreciate the work of this subcommittee
in doing that.

In 2002, the Department of Agriculture developed an improved
adjusted gross revenue product called AGR-Lite as a working title.
Are you familiar with the Adjusted Gross Revenue Program? We
had it in Pennsylvania, had it expanded in Pennsylvania to 14
counties, and then the concept is you basically insure the oper-
ation. It is a whole farm approach versus a very specific crop. We
believe that this was the right approach. It has some limitations,
but under the authority of the 508(h) provision, which allows the
private sector to develop new products where they see need, the
Department of Agriculture took the leadership, we developed a new
product called AGR-Lite. We believe that it has tremendous poten-
tial both for the Department of Agriculture, Pennsylvania produc-
ers, but also all small producers across the country. It is one of the
areas that I would ask for additional consideration by the sub-
committee to focus on and also by the USDA because it holds real
potential in addressing the needs of producers who are diversified,
who have specialty type products, but at this point in Pennsyl-
vania, at least, you cannot buy certain policies in certain counties.
And that is a huge limitation, because what we are trying to do is
protect the producers against lost income to basically guarantee
them a payday, and that is what crop insurance does, but unfortu-
nately as it stands now, it is not available to all producers in all
counties.

So we took the leadership, developed a new product. It is work-
ing well. We are back to the USDA, the Federal Crop Insurance
Corporation again, asking for their consideration on some modifica-
tions, which we hope will be addressed very soon. And I give a lot
of credit to Ross Davidson, the team at RMA for considering that,
and the Federal Crop Insurance Board.

The other point I would make is last year, for the 2003 crop in-
surance year, the USDA made the American Management Associa-
tion funds available to the underserved States and the additional
premium available. That was a huge benefit. I mean, with rel-
atively little notice, about three week notice at the peak of the
signup, Pennsylvania producers responded, and they responded
very strongly. About 60 percent of the producers using crop insur-
ance bought coverage of 75 percent or greater of their historical
yields in 2003. That was an increase of 20 percent over 2002. It is
estimated that the resulting buy-up coverage will yield an increase
anywhere from $80 to $100 million in protection for Pennsylvania
producers, and that cost about $6.5 million in USDA-authorized
AMA moneys.

Furthermore, just to put it in perspective, for the 15 low-partici-
pating States, it is estimated that producers purchased about $200
to $250 million in increased protection, and again, that is about a
25 percent increase over 2002. The Department’s opinion is that
the positive producer response to this USDA initiative may well
have been the most significant one year change of producer risk
management preparedness of all time.

A couple of critical needs that we have, one in the specialty crops
we have mentioned, the tree, vine and bush, our friend from Flor-
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ida mentioned the citrus canker. We have a plum pox virus issue
very similar to the citrus canker.

The fruit program, again, some issues there to deal with, but
overall, I want to applaud the work of the subcommittee and the
Agriculture Committee for taking the leadership, and the USDA. It
has been a very rewarding partnership between the Federal Gov-
ernment, State government, producers and those in the private sec-
tor.

There are three keys to crop insurance for us. One is afford-
ability, education, and I think we are making progress in that re-
gard, but we need new products, and those three stools are critical
to making this stand. I think we have taken steps to make it af-
fordable. Education has been great, working with RMA and the
State partnership, but we do need new products.

I will leave it there. You have the official testimony. I appreciate
very much the opportunity.

[The prepared statement of Mr. Redding appears at the conclu-
sion of the hearing.]

Mr. HOLDEN. Thank you.

Mr. MORAN. Mr. Secretary, thank you for joining us. I want to
pick up on your final comment in my line of questioning, but let
me first acknowledge that Administrator Davidson is here, and we
are very grateful for that. I appreciate your interest in hearing the
witnesses’ testimony, and almost without exception, they have been
complimentary of RMA and particularly you, Mr. Davidson, and I
join in that compliment and thank you for your extra effort to join
us today for this testimony. Thank you. Need new policies, need
new product lines. That really is the crux, at least from my per-
spective, of this hearing, which is why is it so difficult to accom-
plish that? What do we need to do as a subcommittee or as a Com-
mittee on Agriculture to ensure that that occurs? Is it the nature
of the specialty crops that make it so difficult that create the hur-
dles? Is it just the kind of agriculture that you are involved in? Are
the impediments statutory or are they administrative? Are there
specific things that we as Members of Congress need to do in order
to change the law to give RMA additional authority, or do we just
need to work with RMA to allow them to better utilize the author-
ity they have? And I would offer that kind of line of questioning
or series of questions to any of the panelists who would like to re-
spond. Mr. Brim.

Mr. BRiM. Mr. Chairman, I appreciate the opportunity. I think
one of the problems with specialty crops in my particular instance
is I have so many different varieties of specialty crops, and with
RMA and the insurance industry, I don’t think they have the right
amount of people available to be able to ensure that you are going
to be able to collect on that insurance, and in some of our areas,
we don’t even have the insurance. We have some pilot programs,
and I mentioned in my testimony about the difference in pilot pro-
grams and, highly unfortunately, some of the pilot programs have
been abused, and it has hurt the growers that are in it full-time
like I am. It skews the market and it also takes away from the
market demand, so it decreases the prices that we have on our
product.
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I think RMA does a good job with what they have, but I think
there are some areas of the specialty crop areas that they could,
on the field of identities and different varieties and different com-
modities, to be able to give us a better insurance program and not
do the pilot programs at such a significant area. If you are going
to do it, do it in a wider county area than, like for instance, I have
a cabbage pilot program in the county next to me. Well, everybody
in that county planted cabbage. Well, I have grown cabbage for 15
years, and all it did was reduce the price of the market down so
it made me suffer, so I think there is a lot of areas there that we
need really some work on, so that it won’t skew the market so way
out of proportion.

Mr. MORAN. Other comments? Mr. Secretary.

Mr. REDDING. Yes, several thoughts. Looking at specialty crops,
in Pennsylvania’s case, at least, you know, we have a lot of folks
who are producing for a fresh market or a metropolitan market,
and the availability of good baseline data from Agricultural Statis-
tics or the county, as Mr. Brim had mentioned, becomes a real
issue. What we have tried to do is to say we have got those trends.
I mean, they are not going to change. You are going to have spe-
cialty crop producers. If they see a market opportunity to produce
for a direct market or metropolitan market in some way, they are
going to do that, but they are doing that at this point in a fairly
high-risk market because there is no protection.

That was part of what drove us to look at the AGR-Lite and to
step back and say, you know, in our case, we've got 67 counties in
the State. There are very few commodities that are covered state-
wide. If you look at winter squash, as an example, there is one
county you can buy that policy in. There is one county for cabbage.
There is 10 for processing beans. By the time we get to the point
of developing new products for those counties or developing the
baseline data to support or assure the underwriters that that is
going to be a reasonable investment, too much risk has already
been by and you run the opportunity, I guess, to lose some produc-
ers. We stepped into it and said, why don’t we just put a wrap-
around policy on the operation? Because at the end of the day,
what you are trying to protect is income. You really don’t care
about the crop. You are really trying to protect income, and to
guarantee the producer a payday, make sure they have something
in the terms of a crop if the weather and conditions are right, or
if they are not, some type of protection.

And that was the approach that the Adjusted Gross Revenue pol-
icy set out. In principle, it is a great approach. There are some sys-
temic problems with AGR that drove us to an AGR-Lite arrange-
ment, but we think long-term, that is probably the better way to
go. Step away from individual commodities and look really at pro-
tecting farm income at the farm level, and the way to do that is
to use income tax records to base, actually get a handle on gross
and net farm income, and then write a policy around the income
and protect that income stream, and stay out of the discussion as
to whether the beans are covered, strawberries are in, pumpkins
are out, whatever it may be. Because at the end of the day, it is
very difficult to get either private products written for those or to
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have the USDA, with all of their demands, to prioritize those for
a particular State or a particular region.

Mr. MORAN. I discovered—we discovered in organizing this hear-
ing and seeking witnesses that specialty crops is not a generic
term. That there is a long list of agriculturally-produced products
that I guess fit under an umbrella of specialty crops. But kind of
every time we tried to bring a general discussion about specialty
crops, another producer organization or set of producers came to us
with well, we would like to tell you our story, which is different
than the story told by somebody who produces another crop. We
are going to pursue those, but I guess it lends itself to a question,
are all the specialty crops, are they produced in a volume that is
sufficient to adequately spread risks through crop insurance, or are
there just specialty crops, are there crops that we produce in this
country that insufficient number of farmers and acres planted and
volume of production that would be very difficult to create a prod-
uct to spread risks among?

Mr. WATKINS. Mr. Chairman, I will try to respond to that. I am
not certain that the answer is adequately in the affirmative to your
question, because there are a lot of people growing very, very spe-
cialized crops, and to have enough of that crop to make it worth-
while probably is very difficult. But I think what we are going to
have to do is set up categories of specialty crops that some of these
items can fit under, and try to see if there is some way to insure
them or give them at least some support in that direction.

Another point that I think I would like to bring back up is deal-
ing with RMA. We have—the nursery industry has worked with
them and we have had a good working relationship, but they don’t
feel that their policies, as they are seeing them right now, give
them the breadth to change some of say, the pricing structure of
using wholesale prices of nursery stock, for example. And I am not
certain that we don’t need to at least direct them through Congress
to address that issue and try to find out how to adequately com-
pensate some of these specialty crop areas by using and looking at
and doing studies on that pricing structure.

If you are not meeting that payday for that particular crop, you
are really not benefiting the industry, and you are not supporting
it.

Mr. MORAN. Thank you. My time has expired. I would only re-
spond with two thoughts. One, the suggestion by the Secretary
about income coverage may address the issue of all the variety of
specialty crops, if we are looking at income rather than crop pro-
duction, and then the point that you make, Mr. Watkins, you used
the word policies, which means something to me different than the
law. We may need to encourage, direct RMA to do some things, but
the use of the word policy suggests to me that RMA would have
the ability to change the policies that you believe are impediments
to them addressing the issues you think are important as a nurs-
eryman.

Mr. WATKINS. Yes, sir.

Mr. MoraN. OK. I recognize the gentleman from Minnesota, Mr.
Peterson.

Mr. PETERSON. Thank you, Mr. Chairman. I think it was in 1991
when I introduced an amendment to one of our bills to have a
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whole farm coverage in the program crop area. We really haven’t
made that happen. To this day, there has been some attempts, but
it seems like we always get back to the crop by crop situation. I
am curious about how this pilot project system works. How do you
get into—do you have to—does the local area have to petition in
or does RMA go out and select things, or how does that work?
Could anybody explain that to me?

Mr. BRIM. I believe that RMA selects the counties that they are
going to put the pilot programs in. Mr. Davis—or the Board of Di-
rectors, he said, select the counties that——

Mr. PETERSON. Do you growers have any input into that?

Mr. BrRiM. No, sir.

Mr. PETERSON. Mr. Davidson is saying that you do.

Mr. BRiM. Well, we didn’t in our county, because I have never
been selected, so the counties they have selected may have been in-
volved in it.

Mr. PETERSON. Well, I keep hearing that part of the problem is
that these pilots are not big enough.

Mr. BriM. Right. Yes, sir.

Mr. PETERSON. And you've relayed that, I assume, to the Depart-
ment.

Mr. BriMm. Well, it is like in the cabbage, for instance that I
talked about, the cabbage counties. There is about 10 or 12 coun-
ties right in that area that all grow a certain amount of cabbage,
and we singled out one county right there, right close to me.

There are four counties altogether, I think, in the whole State of
Georgia that were selected, but it just needs to be in a wider range
of area so that it doesn’t skew the market for all the rest of us.

I think it is a great thing that they are trying to do, but I mean,
I think it just defeats the purpose——

Mr. PETERSON. I understand your situation, but it seems to me
if you covered all cabbage, you may get more production of cabbage
than you could sell.

Mr. BRiM. Exactly.

Mr. PETERSON. You could collapse the price anyway. That has
been one of the issues with having a whole farm situation, other
people have been concerned that we are going to give too much pro-
tection to people. We have had, up in our area, navy beans and
these kinds of things that have been

Mr. BriM. Well, if RMA could go in and reduce the amount of
acreage that each farmer could grow in those particular pilot pro-
grams, or whatever amount of funding that they want to spend on
that pilot program, then reduce it down and let everyone have an
opportunity to grow that X amount that they could have dollars
available, then that might stop some of the skewing of the market.

Mr. PETERSON. But another way to get away from it is if you just
have this whole farm option, then people could grow whatever they
want and you wouldn’t get into that situation so much, I would
guess.

Mr. BRIM. Yes.

Mr. PETERSON. Is that where you would like to see this thing
head?
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Mr. BriM. I think that AGR is a good way to go, I think there’s
some things that they need to tweak in it to make it work better,
but it definitely has a great potential for us.

Mr. PETERSON. The problems now are what, it costs too much for
what coverage you get, or what are the problems?

Mr. BRIM. Yes, sir. The cost of the insurance program.

Mr. PETERSON. Do you all agree with that?

Mr. CARDEN. In our area, we really can’t say. There are some
pilot counties that have the AGR in them in Florida, but they're
not really the counties that are producing large amounts of agricul-
tural volume in terms of dollars or crops or anything else. There-
fore, we really don’t have that experience. Again, we are in the
same boat where we would like to see that expanded into some of
what I call the more meaningful counties, so then we could get a
better evaluation of it.

And at the same time, in some of our vegetable policies, we had
the same concern when we designed those 20 odd years ago, and
what we finally came up with was a limitation in order to keep the
market from being flooded with a crop, in that no grower for crop
insurance purposes could increase his acreage by more than I be-
lieve it is 20 percent from one year to the next without certifying
why that was happening. In other words, he bought out an existing
farming operation or something like that, but the whole idea was
to prevent them from throwing a big flood of that commodity on the
market.

Mr. PETERSON. Yes, Mr. Redding.

Mr. REDDING. Just on the AGR product, I had mentioned this
sort of in—it is the right concept, I mean at least from our perspec-
tive in the Department of Agriculture in Pennsylvania. But the
limitation on AGR for us, at least, in a State that has 40 percent
of its gross farm income is from the dairy industry, from livestock,
is that there is a cap on the percent of income that could be count-
ed towards a gross farm income. And it is currently at 35 percent
of the income, or no more than that can be from livestock-gen-
erated income, to include milk receipts.

Mr. PETERSON. Gross income?

Mr. REDDING. Yes. And that is a real limitation. So a lot of pro-
ducers like the concept, but when you start talking about what is
eligible and crossing the 35 percent threshold, that is a problem.
The other issue simply is paperwork. I will tell you that when you
get into adjusted gross revenue and you put 5 years of historical
tax records on the table, one, there is always sort of a reluctance
of producers to share tax information and to share the Schedule F
with a crop insurance agent. They normally give that to the bank-
er, they give it to somebody else to help on the farm management
sidle, but historically not to a crop insurance company or an individ-
ual.

But that is one of the trade-offs. I mean, if producers want to
protect their income, you now have to bring people into the con-
versation maybe that previously were not part of that. That has
taken both a tremendous amount of education at the producer
level, but also the agent level, and both for cooperative extension
in this State and also the insurance agents in the State to educate
them about the value of the product, but also handling some of
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those sensitivities and reassuring producers that the information
being requested is for purposes of establishing that baseline that
is critical before you can have somebody actually write a policy on
the operation. So it is really an income cap for livestock income and
a paperwork issue.

Mr. MORAN. Thank you. The gentleman from Michigan.

Mr. SMITH. Mr. Chairman, thank you very much for holding this
hearing. I am somewhat embarrassed, being from Michigan, we
have a lot of diversification. We have 120 different commodities
grown in Michigan. We rank second only to California, and we
have some dramatic losses in 2002. In fact, dry bean yields were
down 87 percent; grape yields down 64 percent; tart cherries, 95
percent; sweet cherries, down 75 percent; grapes, 66 percent;
peach, 69 percent; apple yields down 41 percent; blueberries, down
25; asparagus, 24; plum yields were down 94 percent. So a system
in this country where we—and the crop insurance is subsidized,
that I am assuming it is subsidized at the same—about the same
level. And I don’t know if I can ask Mr. Davidson a question, but
I am assuming that crop insurance is subsidized for the specialty
crops at about the same level as it is for the major field crops.

But we distort the marketplace a little bit by saying that we are
going to have all this crop insurance available for wheat, soybeans,
cotton, rice, and yet on the specialty crops, we are way behind, just
starting out, starting to move ahead. So we tend, I suspect, to dis-
advantage those specialty crop farmers, which in the long range
probably isn’t the right way to go. How many—is there a limita-
tion—so I am just going to ask some questions to better understand
it. Is there a limitation on the number of acres that you have to
have or the amount of income that comes from your specialty crop
production to be eligible to do insurance, if it is available in your
particular area?

Mr. BRIM. No, sir, it is not. There is not a limitation on that.

Mr. SMITH. So a person that grows a quarter of an acre of pump-
kins is as eligible to buy that crop insurance as somebody that has
20 acres of pumpkins?

Mr. BRIM. Instead of like a quarter of an acre, I mean, there may
be like a 20-acre limit or a 25-acre limit on crops

Mr. CARDEN. In a lot of cases—excuse me, In a lot of cases, that
is true in terms of some of the specialty crop programs we have is
that the limitation comes in the form of a grower had to have pro-
duced a minimum amount of a crop the previous year in order to
qualify to enter into the insurance program. But generally, it is
enough to make sure that he is professionally growing, that it is
not something that he is just growing in his backyard to sell off the
front of his house.

Mr. SMmITH. Is the availability of insurance for certain crops in
certain areas make financing for the farm operation and that spe-
cialty crop more available in those areas, so if you are not in an
area that can’t buy the insurance and can’t guarantee through in-
surance that you are going to have some income to pay back your
loans, if you borrow money to do your operation, is the importance
of having crop insurance available somewhat important, very im-
portant, extremely important, in terms of getting a loan if a farmer
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is borrowing money to do their farm specialty crop operation?
Maybe just go down the line. I don’t know how to——

Mr. BriMm. I think it makes a lot easier to go into your banker
to ask to borrow money if you have got something to back it up
with, and I have talked with my banker right before to left to ask
him, you know, what kind of situation he felt like, and he thought
the gross revenue product was a good idea.

Mr. SMITH. Mr. Carden.

Mr. CARDEN. It has become more important over the years, very
definitely, and I don’t know that it in any case that it is the critical
decision right now, but I do know that it is a big part of it in the
case of our growers.

Mr. SMITH. And Mr. Watkins.

Mr. WATKINS. I have seen it in the nursery industries becoming
more and more important to find out if in fact the product can be
insured, or if in fact the crop can be insured. Up until the past 5
or 6 years ago, they never even asked. They probably didn’t assume
it was there.

Mr. SMITH. Help me understand a little better. The insurance
coverage in terms of quality reduction as opposed to yield reduc-
tion, whoever wants to get that.

Mr. BriM. I think it would basically all be included in the Gross
Revenue product if that is what we could come up with.

Mr. SMITH. No, but right now, how does it work?

Mr. BrRIM. I am not sure. I am not in that program, so I really
can’t answer.

Mr. CARDEN. It really varies on a crop by crop basis, and it var-
ies even within some crops in a State by State basis. I know we
have got—for example, I have got farmers that insure tomatoes in
several different States. They will have one policy that is based on
a dollar type amount of protection in Florida, where up in the Vir-
ginia area or in California, they are dealing with a yield policy that
is based strictly on their historical yields, just like a row crop pol-
icy.
So it really does vary a lot within the policy and, you know, so
many things go into the designing of those policies; the type of
market that you are trying to approach and whether or not you can
store it, whether it is fresh market production, or it is canned or
processed or something else, all of those factors have to weighed
when you are deciding what kind of a program to put together.

Mr. SMITH. Mr. Chairman, the other question that I have some
time for somebody is what percent of the specialty crops have reve-
nue assurance insurance available? So maybe some time Mr. Da-
vidson or somebody could

Mr. MORAN. Having asked the question, if anyone has an answer
on the panel, I would be glad to have you answer the question. The
gentleman from Pennsylvania, Mr. Holden.

Mr. HOLDEN. Thank you, Mr. Chairman. Mr. Chairman, I have
several questions for Mr. Redding that he has already addressed,
but I am just trying to analyze what Pennsylvania’s noninsured ex-
posure is. Mr. Redding, I guess since 1998, we went from 7,000
policies to 15,000, but that is still less than 50 percent participa-
tion, am I right?

Mr. REDDING. It is going to be in the ballpark of 50 percent.
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Mr. HOLDEN. And would that be about the same in New York
and New England and the mid-Atlantic States? If anyone can an-
swer that.

Mr. REDDING. My understanding on the other sort of New Eng-
land States, Northeastern States, it is going to be probably closer
to 25 percent than 50.

Mr. HOLDEN. And is that because of the AGR-Lite program?

Mr. REDDING. It is part of the interest or at least what has
spawned some of the interest in the neighbors to our north of
Pennsylvania to participate in AGR-Lite. They recognize to bring a
lot of these folks in, you are going to have to have a product, and
currently that product is not there. Either it doesn’t address the
needs, or isn’t available for one reason or another, so the way to
address that is to try to reach out and bring in the revenue side
of the operation.

Mr. HOLDEN. So the AGR-Lite program has enrolled 14 of Penn-
sylvania’s 67 counties, correct?

Mr. REDDING. That is correct. We started with six, we added
eight additional counties in a pilot basis. We have 14 out of 67.

Mr. HOLDEN. And out of the 67, we probably have significant pro-
duction in 55, 57 counties?

Mr. REDDING. Sixty-six. If you take Philadelphia County out,
then you are left with some production

Mr. HOLDEN. What do they grow in Allegheny County?

Mr. REDDING. Oh, they have some nice farms in Allegheny Coun-
ty. The southern part of the county towards the airport, if you fly
into Pittsburgh Airport, you see Allegheny County.

Mr. HOLDEN. OK. So the negotiations with RMA you said are
going along in a positive manner. I am just curious what are the
main sticking points in the negotiations. Is it the subsidy price if
you try to enroll the 66 counties, or where in the negotiations are
you having trouble?

Mr. REDDING. Well, I think there are a couple of issues. Clearly
we are into new territory, and part of the 508(h), which is the new
product development provision, part of this is you need to have
somebody take the leadership in that farm community, in the in-
surance community, in the State Government community some-
where. In Pennsylvania, we have done that, but part of the issue
is trying to work through that process, but also sort of reassure
those who have to make some decision about the fiscal health of
those types of policies. There just aren’t enough of them to sort of
provide that, first of all.

Two, there are issues of trying to verify income, and when you
start down this road of looking at a whole farm approach, there are
issues you immediately run into that are very separate from crop-
specific income, and we spent a lot of time working with RMA, and
to their credit have looked at it, but that is a challenge. And I
would say part three is sort of getting the private companies who
are going to write the insurance, to get them to buy into it and get
them comfortable with the idea of now they have got a field staff
who has to understand both crops and revenue, and that has taken
some time.

Specifically to the proposal we have pending, we have a proposal
before the Federal Crop Insurance Corporation that looks at a 12-




20

State AGR-Lite proposal. We have brought in all of the New Eng-
land States, and we are trying to work through that. I would say
the most important provision for us is going to be raising the gross
income level from where it is today at about $100,000 in liability
to $500,000. That $500,000 cap will allow a lot more producers to
come in, and particularly, specialty crop and livestock producers.

Mr. HOLDEN. Well, thank you, and I also want to thank Mr. Da-
vidson for being here today and also for your continuing coopera-
tion in these negotiations so we can try to get that exposure re-
duced. Thank you, Mr. Chairman.

Mr. MorAN. Thank you, Mr. Holden. The gentleman from Flor-
ida, Mr. Putnam, although a member of the full Agriculture Com-
mittee, is not a member of this subcommittee, and I would ask
unanimous consent that he join us at the dais and be able to ask
the panel questions.

Mr. SMITH. I am reserving the right to object.

Mr. MoRAN. Without objection:

Mr. SMITH. I relinquish that right.

Mr. MORAN. So ordered. Mr. Putnam, I appreciate you joining us.
In fact, your input to me is part of what sparked my interest in
this hearing, and I appreciate your accommodating us with the
suggestion that Mr. Carden be one of the witnesses. So we are de-
lighted to have you and recognize you for any questions you may
have for the panel.

Mr. PUTNAM. Thank you, Mr. Chairman, and thank you so much
for your interest in this issue and particularly for indulging us in
having a local expertise on the panel. When ARPA passed, the
nursery industry, the fruit and vegetable industry generally, I
think, was pretty excited about the opportunities that it presented,
and perhaps we were guilty of unrealistic expectations, because at
least in my part of the world, we have been fairly disappointed that
a lot of what we hoped would occur has not come to pass, particu-
larly, and Mr. Carden mentioned this in his testimony, that the
procedures that were set up to encourage outside innovation of
policies—in Mr. Carden’s words, he said the procedure they have
written for filing a policy with the Board is so onerous it cannot
be taken seriously as an avenue we can use. And that while RMA
has contracted out a large number of studies and programs as
mandated by ARPA, few have seen the light of day and none have
been to the benefit of specialty crop growers.

My first question, probably to Mr. Watkins, would be do you
share that same concern? Has it not been effective as you had
hoped?

Mr. WATKINS. Thank you, Mr. Putnam. In response, I would say
my concern is I don’t think that we have done a good enough job,
number one, educating the growers, particularly the specialty
growers, a lot of citrus growers, a lot of nursery growers, of the
availability of the product. And second, as I pointed out in my testi-
mony, there are several changes that need to be made to make the
insurance applicable or properly applicable to that kind of crop.
And again, I point at the pricing, and the RMA has just said, you
know, we can’t do that. That is not how we do that now, so we are
not going to look at it. And I think that with the appropriate direc-
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tion from this subcommittee that we could at least get that part
of it studied and looked at.

I think also the looking at container crops versus crops that are
field growing, you know, there are differences and there are dif-
ferences of exposure that exist there, and none of these are recog-
nized right now. So I think there are a lot of needs to make the
program work better for the nursery industry in particular, as well
as some other specialty crops, and I thank you for the question.

Mr. PutNaM. Mr. Carden, do you wish to further develop your
thoughts on ways that some obstacles could be removed to get new
policies into the system and yield greater participation by growers?

Mr. CARDEN. Well, I think one of the biggest problems that we
have seen, a lot of the problems that we are talking about here are
what I call time-tested problems or time-tested issues. These are
things that the industry has been bringing forward to RMA year
after year after year, asking for these changes to be put in place.
And we just—basically, in most cases, they seem to be thrown out
kind of out of hand, and that is what we had hoped we would see
here is—with the 508(h) submissions, was an avenue to make those
submissions maybe through a different route or to a different body,
and not have to have the same people telling us the same answer
over and over again, and see if we could get some relief in that
area.

Mr. PurNAM. Mr. Brim, do you wish to comment on any of those
concerns?

Mr. BriMm. Yes. RMA has tried to do a very good job of what they
are doing. Their technology and all has changed so much in agri-
culture and forestry and the floral industry and the citrus industry
and all that we have there—the types of avenues that they go
about appraising what the value of the product is, particularly like
in my case, I have drip irrigation. Well, it costs a lot more money
to do drip irrigation than it does to grow a bare ground crop of
vegetables, and I think there needs to be some work done on the
political side of it to see if, with their policies, that they would be
able change some of their policies without having to go back
through the legislature to do it.

Mr. PurNaM. Mr. Carden, you have asked for 5 years. You have
been working with RMA to try to implement a citrus canker peril
and fruit policy. Do you have any idea why there has been such re-
sistance to that?

Mr. CARDEN. Absolutely no idea. In fact, we are generally told—
every year we bring it up with our committee at the Florida Citrus
Mutual and ask for it, and we are told that it looks fine. It should
be fine. It should be there, and then, lo and behold, when the pro-
gram rolls out, it is not there. And, you know, again, we don’t know
why. We contact back with the same people, and they seem as mys-
tified as we are. But it simply isn’t there, so I can’t tell you why.
We have never gotten what I would call a great explanation for it.
It just never shows up.

Mr. PuTNAM. The Federal and State governments have spent a
fortune both in eradication and compensation programs to growers
that certainly could be offset to a great degree through a thoughtful
risk management program. So hopefully, we will be able to either
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get a good reason why it hasn’t occurred, or bring it about. So
thank you very much. Thank you, Mr. Chairman.

Mr. CARDEN. I certainly hope so.

Mr. PurNAM. I see my time has expired.

Mr. MORAN. Mr. Putnam, thank you. The gentleman from North
Carolina, Mr. Etheridge.

Mr. ETHERIDGE. Thank you, Mr. Chairman, and thank you for
holding this hearing. Let me thank our witnesses for being here
this morning. Being from North Carolina, you may or may not
know, we are probably the third or fourth most diverse agricultural
State in the Nation, growing a lot of specialty crops out of necessity
in recent years, because we are trying to diversify our base more
and more. So we have a large number of specialty crops, as you can
appreciate, and I would tell you I am particularly interested in this
area because it is an area that not only is it difficult sometimes to
get bank loans, the insurance is critically important as farmers
start to diversify. Today, with a farmer diversifying with a small
plot, it is becoming fewer and fewer diversifying with larger and
larger acreage, and of course the exposure is tremendous. And if
you can’t get some insurance, I know you understand the problem
they face. They could be out of business very quickly in a very bad
year without some help.

Mr. Brim, I especially noted in your testimony about your dif-
ficulty in expanding pilot programs for commodities to other parts
of the State and beyond. I had in my office just in the last 10 days
a group from the sweet potato group that would affect not only
North Carolina, but Georgia and one or two other States, I think.
But by and large, large numbers are grown in eastern North Caro-
lina, and they have been experiencing the same difficulty, so I
know what you are talking about. But my question is, and I am
very curious, what has been RMA’s answer to your complaints or
your problems or your prodding and your concerns, and is the
cause of the delay, in your opinion, a systemic problem within what
we are dealing with, a legislative problem, or is it related to a spe-
cific crop?

Mr. BRIM. No, sir. I appreciate the opportunity to respond. I
think that the problem—and I am familiar with the sweet potatoes
in North Carolina, because I have some friends, growers up there,
that they really complained about the way that the pilot programs
up there worked because it skewed their markets as well. But I
think that RMA has tried to do a good job. I think things get
bogged down out in Kansas City for some reason or another, and
I am not sure why, but we have, not in my particular area, but the
pecan area, we have had some permanent policies put in for pecans
that it has just—and it should have already been instituted in
2003. And I think it is sitting there now out in Kansas City and
they are not doing anything with it, and we just don’t know why
they continue to sit on it out there.

I think there are some areas that the pilot programs really do
work, but like I said a while ago, I think they need to be expanded
so that the acreage is a wider area of coverage so it won’t skew the
markets out of proportion.

Mr. ETHERIDGE. Mr. Chairman, I would hope in the future we
can invite someone from Kansas City and get some answers, be-
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cause I know a little bit about this, and what really happens is if
I am covered and you are not, and you happen to have—you are
right across the county line from me or in the next community, and
you are covered and I am not, you have an advantage over me be-
cause your insurance is covered. Mine is not. If we have a loss, the
bankers are going to look at us, and you can literally rent land and
pay more for the land than I can, so we are putting farmers at a
disadvantage, and then the marketplace pays the difference in that
price, and I think that is unfortunate in our policies. Wherever the
bottleneck is, we need to open up that neck.

Mr. BriM. Might I respond again? I think in North Carolina in
several counties, they had a pepper pilot project as well, and I have
some good friends that are in the pepper business up there, and
it almost put them out of business because it skewed the market
so bad that acreage went up to 3 or 4,000 plus more than they nor-
mally have, and it almost put them out of business.

Mr. ETHERIDGE. And I think the pilots are great, but the problem
is, we keep having pilots and don’t expand them when we have got
good data, and I think, Mr. Chairman, that is important. Mr.
Chairman, if I may, I have a letter from the North Carolina Straw-
berry Association to the Risk Management Agency, and they have
got some of the same problems and I would appreciate your posi-
tion to insert this letter as part of the record, if I may.

Mr. MoORAN. Without objection, so ordered.

[The letter appears at the conclusion of the hearing.]

Mr. ETHERIDGE. Thank you. I yield back.

Mr. MORAN. The gentlewoman from Colorado.

Ms. MUSGRAVE. Thank you, Mr. Chairman. You know, a lot of
this doesn’t pertain to where I live and where my producers are in
the State of Colorado, but I do have one county specifically that has
some of the best agricultural land in the United States, Weld Coun-
ty in Colorado, and a number of specialty crops are grown. So I am
trying to just listen and figure out how this all works, but of pri-
mary concern to me is how agents are educated and how producers
are educated and kind of some of the complicated issues that might
be found with some of the crops in Colorado, where a particular
kind of squash is grown for the Japanese people. And you have one
little minor storm where they may be a blemish on the squash from
some very soft hail or whatever, and that crop suddenly becomes
worthless. And, you know, it is given to homeless shelters, and it
still—even getting it out of the field is expensive even if much of
it is done by volunteers, so the whole issue of crop insurance for
specialty crops is of great interest to me.

I don’t know if anyone on the panel can address the education
issue of agents and producers, so people, whether they are in the
east or whether they are in Colorado, they know what is available
to them and the peculiar situations that arise with some kind of
weather issue that might make the crop unsalable to anybody even
though it is still perfectly edible and good, but it is worthless to the
farmer then.

Mr. CARDEN. Yes, I will try to answer that, Ms. Musgrave. The
education issue as—and I am a crop insurance agent as well. It is
a huge issue for us. I addressed some of that in my testimony in
that because of this, every single one of these crops is different.
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The policies and the idiosyncrasies of them make each one com-
pletely different. It requires a completely different set of knowledge
for each one of them. We need time to digest everything that comes
in there.

There are also fairly dynamic. There are things within these pro-
grams that change every single year. We need time, the companies
that have to service the policies need time to know what they are
going to be doing, educate their own people, and then pass that
knowledge down to me as an agent. I need the time to digest it and
then go out and present it to the producers in the field so that they
can know what exactly they are or are not buying when they make
that decision, and know how the policy works.

I can remember when things were expanding so much back in
the early and mid-1990’s with this program. We went from in the
citrus industry participation of probably 10, 12 percent of the acre-
age out there to somewhere around 80 percent in a matter of 2
years. Growers were taking losses that they didn’t even know that
they could claim an insurance indemnity on, and we were finding
out about it almost after the fact and going back and trying to help
them figure out how to prove what they lost, and you know, I think
it is critical.

This is a big issue with me personally. I know it has been a big
issue with the crop insurance industry in general, is getting this
information from RMA in a timely enough manner for us to be able
to get it out there properly so that everybody understands what is
going on, from the grower to the banker that is lending him the
money to the insurance companies that service it, everyone.

Mr. MUSGRAVE. Thank you, Mr. Chairman.

Mr. MORAN. Thank you very much, Ms. Musgrave. Just a couple
of followup questions, if I could. Mr. Brim, in your testimony, a
couple of things stood out to me about production records and your
concern about the price effect when people in a pilot county begin
growing cabbages, in your case. It seemed to me that your testi-
mony, you have had that answered by RMA who says we have got
to have 3 years of production records before we will provide insur-
ance coverage. And yet my impression was that you don’t think
that is the way it is working.

Mr. Brim. Well, up until this point, and in my earlier testimony,
I didn’t realize that they had a 3-year—they had changed the law
to where it was three years, which would work. But back in 1999,
we had a watermelon issue where they had a pilot project for Geor-
gia and Alabama, and some of the agents called and asked me
what I thought about it. I told them that they had better not do
it, because, I said, you need some history behind the growers, and
don’t insure somebody that is not growing already, and they went
ahead and did the pilot project.

And I think Mr. Davidson can tell you what it cost them to do
that pilot project. It was a disaster, and I hate to see our Govern-
ment be abused as well as us trying to abuse the Government, so
I think it is just an opportunity for us to rewrite some regulations
with these pilot projects to keep them from abusing the govern-
ment as well as abusing our taxes.
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Mr. MORAN. Do you believe that that is continuing, the practice
that you are complaining about, it is still a problem today, or it has
been corrected?

1\/{11'. BriM. Well, we don’t have enough pilot projects now to speak
to that.

Mr. MORAN. And then I just would agree with you about this
issue of unit, which you described as field or orchard, that is a
problem for all of us in crop insurance as to what unit of the farm-
ing operation is covered, a loss on a particular field and production
that is successful on another. And we need to continue to work, I
think, on that issue, and I share Mr. Putnam’s question or frustra-
tion.

If there is an example of why there is frustration with govern-
ment, the canker story, 5 years of effort is an awfully good example
or a bad example about how things should or shouldn’t work, and
again, would—hopefully, RMA listening to the testimony, maybe
they have an explanation for why this shouldn’t happen. But just
reading your testimony, Mr. Carden, it doesn’t appear to be a good
explanation, and would encourage RMA to finally resolve this
issue, as compared to what has happened in the past.

Mr. Watkins, Christmas trees, that is one I can relate to as a
Kansan. We have a few folks who raise Christmas trees. Are
Christmas trees not covered at all under crop insurance? When you
asked for a program for Christmas trees, there is no program
today?

Mr. WATKINS. I do not think that they are covered as it currently
exists.

Mr. MORAN. And any inherent problems in Christmas tree pro-
duction that would make it difficult to insure?

Mr. WATKINS. I would think in terms of specialty crops, it would
probably be one of the easier ones to insure.

Mr. MORAN. That is the way my reaction would be to that. It is
a crop that you can easily define. The value is there.

Mr. WATKINS. It is pretty easy to define the value, and pretty
easy to define the market.

Mr. MORAN. One of you, and I couldn’t find it while I was sitting
here, but in reading your testimony, I remember one of you talking
about greenhouses and the inability to insure greenhouse-grown
products or crops. Would you expand upon that? I mean, I had not
thought about that, but it seems to me there is an obvious issue
about a farmer who utilizes a greenhouse as compared to one grow-
ing more fully with nature, a different kind of risks, I assume, and
I would like to know a little bit more about that.

Mr. CARDEN. Sure. Yes, and that was in my testimony, Mr.
Chairman. What you are dealing with there is, within the eligible
plant list that comes out in conjunction with the nursery policy eli-
gibility material, they define whether or not a plant is insurable in
a given physical or geographical location. They define that by har-
diness zone, and they give each county a particular zone number.
If the plant in question is not listed as hardy to that zone number,
it is not insurable on that geographical spot.

Now, it makes sense if you are leaving it outside, but again, if
you are putting a controlled structure over it, controlling the water,
controlling the temperature, hot or cold, and doing the things that



26

you need to do to ensure that it, in fact, is in an artificial environ-
ment now that is conducive to raising that plant, it doesn’t make
sense to us not to insure it.

Mr. MORAN. Are greenhouse-grown plants insurable? Today,
there is a program that exists for

Mr. CARDEN. They are insurable, and there are different things
within a hardiness zone that will tell you in those given plants
what you have to do to protect them. In some cases, they are re-
quired to be in a greenhouse. But again, there are a large number
of plants that are not insurable in that zone. They are just not
rated for it. And that is true, as far as I know, across the whole
spectrum in the United States.

Mr. MORAN. The insurance policy is directed toward greenhouse-
grown, environmentally-controlled growing conditions and the pol-
icy is different and the premium is different than if you were grow-
ing it outside?

Mr. CARDEN. No, there is a difference. The only difference that
is there from an insurability standpoint, they break it into two cat-
egories. One is field-grown and one is containerized stock. It can
be inside or outside depending on the variety. Now, if you have got
a variety of, say, some type of a specimen indoor plant. That has
to be insured in a greenhouse. I mean, that has to be covered and
protected by a greenhouse so that you can’t leave it out there, so
that if you get a freeze in the area, it won’t die.

Mr. MORAN. Let me try it this way. We can grow tomatoes out-
side, we can grow tomatoes inside. Is the insurance policy different
for greenhouse-grown tomatoes than field-grown tomatoes?

Mr. CARDEN. No, it is not.

Mr. MORAN. Really? What is the explanation for that?

Mr. CARDEN. No explanation.

Mr. BriM. I have a greenhouse operation and we grow pine tree
seedlings, and we can’t insure the pine tree seedlings that we grow
inside the greenhouse. We can insure them outside the greenhouse,
but we can’t insure them inside the greenhouse.

Mr. MORAN. Would you say that again? I am sorry.

Mr. BrIM. Yes, sir. I will grow pine tree seedlings, and we grow
them outside under irrigation, and we also grow them in the green-
house. We can insure them outside, but they will not allow us to
insure them inside the greenhouse. I am not sure why, but that is
just the way it is.

Mr. MORAN. Are the risks for an insurable event less for green-
house-grown plants?

Mr. BriM. Yes, sir. I mean, it is easier for us to grow them in
the greenhouse. They are more protected in the greenhouses than
they are outside, so I don’t know why they won’t let us insure
them, but that is just the way the law reads it.

Mr. MoRAN. OK. Let me see if anyone else has questions. Mr.
Putnam.

Mr. PurtNAM. Just very briefly, and again, I don’t want to abuse
the privilege of being allowed to speak, but notwithstanding Mr.
Smith’s objection.

Mr. MoORAN. You are a Member of Congress, which would suggest
that it is abused regularly.

Mr. PutNAM. Well, then I will move forward.
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Mr. MORAN. Please do.

Mr. PurNAM. I just would leave with this comment. It is not a
question, it is that the sense that I get is that nobody really wants
to mess with specialty crops because they are hard. Because it is
difficult. You hear Mr. Smith talk about asparagus and plums and
grapes and apples and cherries and we have got strawberries and
all the winter vegetables and it is just not easy to do, but I would
remind everybody on the committee, because sometimes I feel like
that is sort of my role as the redheaded stepchild of specialty crops,
which is that this is all specialty crops have. There isn’t a program,
there isn’t a target price, there aren’t any AMTA payments for
these specialty crops.

They count on some type of thoughtful risk management tool, oc-
casionally a disaster assistance tool, which can be mitigated by a
thoughtful risk management tool, and if you approach the perils
correctly, then you can avoid the problems that OMB is about to
create by setting a 50/50 payment limit on eradication of pests and
diseases. So all of these things that we get hit by, whether it is
opening up particular markets that have infestations, whether it is
the lack of AFIS protection at the borders, whether it is the lack
of OMPB’s willingness to pay the tab to clean up the mess that AFIS
allows in here, or whether it is the simple threats that have faced
agriculture since the dawn of time that are weather-related.

This is really the only opportunity that these crops have to get
a limited form of assistance or protection from the Federal Govern-
ment, unlike the grains, and so while I know that it is difficult for
RMA to go about designing these policies, they need to do it, and
they need to work with the industry and develop the innovation
necessary to have a workable, worthwhile system. We take a lot of
votes in the Congress that are naming Post Offices and recognizing
heroes, and we take some votes that are balancing the budget or
working with tax policy or dealing with Medicare. Some days are
easier than others, but you still get paid for the hard votes, and
I think that RMA really needs to adjust their approach to this and
understand that they just need to move forward and work with it.

When we were trying to devise a canker policy statewide for
Florida, it took legislative action to do it in 1999, and hopefully, it
won’t require further legislative action to bring about a workable
program for the rest of the specialty crops.

I appreciate the input of the panel, Mr. Chairman.

Mr. MORAN. Mr. Putnam, thank you for those comments. Only,
perhaps, to prove that I listen to you regularly, I have heard that
argument, but I have also heard you make that argument during
discussions about funding of research, that it is the only oppor-
tunity that your farmers have for assistance for the government. So
there is at least two, crop insurance and research.

Mr. PurNAM. I apologize for leaving that one out in this particu-
lar tirade.

Mr. MORAN. Yes, sir.

I appreciate very much the witnesses’ participation today, the
knowledge that I have gained and I hope other members of our
subcommittee have gained. My staff was telling me, Mr. Brim,
when you were answering my question, I apologize for my inatten-
tion, but they were telling me that Christmas trees now have a fea-
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sibility study underway in 2003, so I have a number of issues that

I am interested in pursuing, and the information that I have

}glained today is very useful to me, and again, thank you for being
ere.

Without objection, the record of today’s hearing will remain open
for 10 days to receive any additional material or supplementary
written responses from the witnesses to any questions posed by a
Member.

This hearing of the subcommittee is now adjourned. Thank you.

[Whereupon, at 11:46 a.m., the subcommittee was adjourned.]

[Material submitted for inclusion in the record follows:]

STATEMENT OF RUSSELL C. REDDING

Mr. Chairman and members of the subcommittee, thank you for the opportunity
to be here today. My name is Russell Redding, Executive Deputy Secretary of the
Pennsylvania Department of Agriculture. I am pleased to participate on this panel
and explain how the Department has worked over the past several years to address
the crop insurance needs of our specialty crop producers.

The drought of 1999 served as a wake-up call for Pennsylvania producers. They
realized that crop disasters do happen in Pennsylvania. The State provided a $60
million disaster assistance program to producers to strengthen agriculture. This was
in addition to the USDA’s disaster program. Participation in crop insurance was low
at the time but did pay producers $22.5 million for crop losses.

In 1998, producer participation in crop insurance programs included about 20 per-
cent of the eligible acres in Pennsylvania. The perception of crop insurance and risk
management in general was that such programs did not work well at the farm level,
unless the grower mirrored the typical mid-west operation. Producers spoke of a
lack of effective crop programs and crop quality protection that was out of sync with
eastern markets. Producers also had difficulty with the requirement that they must
have third party verifiable records (which were available only for commercial grain
producers) to qualify for actual production history coverage.

The Pennsylvania Department of Agriculture recognized the value of improving
farm level risk management at both the micro and macro levels. A producer task
force was established to formulate recommendations to improve the Crop Insurance
Program so that it would work as well for Pennsylvania farms as it did in the Mid-
west and Great Plains states. The goal was for the program to be available state-
wide to all producers and at an affordable price.

As part of the 1999 State disaster legislation, some funding was provided for crop
insurance grants as an incentive for producers to buy meaningful crop insurance
protection in future years. From a public policy standpoint, increasing producer par-
ticipation in crop insurance programs would increase the financial security of pro-
ducers at the farm level and reduce the need for future, costly State disaster assist-
ance.

The 2000 ARPA crop insurance reform was a boost to the process, as it provided
additional cost share, making higher levels of coverage more meaningful and afford-
able, and provided authority for outside development of new or improved products
and seed money for more aggressive educational efforts in low-participation states.

In 2002, the Pennsylvania Department of Agriculture developed an improved and
streamlined version of the Adjusted Gross Revenue (AGR) program called AGR-Lite.
Although the policy size was quite limited ($100,000 of liability per policy), it pro-
vided more streamlined, whole-farm coverage that provided protection for almost all
commodities, including the production of animals and by-products such as milk. It
was based on readily-available income tax records and guaranteed a combination of
production, quality, and price, based on the producer’s actual history. About 60
AGR-Lite policies were written in the first year alone versus only seven AGR poli-
cies written after 5 years of marketing efforts.

The Pennsylvania Department of Agriculture, in cooperation with Penn State Uni-
versity and RMA/USDA, launched an annual, intensive producer education program
to encourage producers to make broader use of federally-sponsored risk management
programs. By 2002, producer enrollment doubled to about 14,000 policyholders with
insurance protection of $222 million for a producer paid premium of $5.7 million.
Because of the devastating drought, producers received $63.6 million in crop loss
payments. So, with about $1.5 million annually of State provided producer cost
share and considerable producer educational efforts, annual protection at the farm
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level increased about $100 million and the State avoided the need for a another
costly disaster aid program.

USDA Secretary Venneman, in 2003, authorized the use of funds from the Amer-
ican Management Assistance Program (AMA) of the farm bill as an additional pro-
ducer premium cost share on spring planted crops in order to make the higher, more
meaningful crop insurance coverages more affordable. With only a three-week en-
rollment period, Pennsylvania producer response was outstanding. About 60 percent
of the producers using crop insurance bought coverage of 75 percent or greater of
their historical yields in 2003, an increase from 20 percent of producers in 2002. It
is estimated that the resulting buy-up coverage will yield an increase from $80 to
$100 million in protection for Pennsylvania producers, from about $6.5 million of
}IS(ll)Abiauthorized AMA mandatory cost share funds, because policies are more af-
ordable.

Furthermore, in the 15 low- participation states, it is estimated that producers
purchased about $200 to $250 million in increased protection (a 25 percent increase
from 2002) because of the increased USDA cost share of about $15 million. The posi-
tive producer response to this USDA initiative may well have been the most signifi-
cant one year change of producer risk management preparedness of all time.

PENNSYLVANIA PRODUCER NEEDS

Specialty crops. These crops are taking on increased importance as more growers
are producing for local and metropolitan markets in order to survive. Most of these
crops are either currently uninsurable or coverage is limited to a few counties. Much
remains to be done in this area.

Forages—There are 2 million acres of forage crops produced without a meaningful
Crop Insurance Program in place. The program currently available does not recog-
nize quality which is of paramount importance to Pennsylvania producers.

Tree, Vine and Bush—Pennsylvania had an outbreak of Plum Pox several years
ago. Grower losses have been partially covered by indemnification programs. It is
critical that a meaningful crop insurance coverage be provided for these producers.

Fruit Programs—While there is reasonably good participation in the apple, peach
and grape programs, there is a deficiency in the quality protection of the policies
and in the case of grapes, coverage needs to be expanded to additional counties.

AGR/AGR-Lite—These whole-farm coverage programs currently make crop insur-
ance available on many of the otherwise uninsured commodities. However, consider-
able work remains to make these programs work as well as they should for produc-
ers. The twelve-state AGR-Lite proposal for 2004 currently before the FCIC Board
of Directors is a must-have proposal in order to provide meaningful protection to the
small to mid-sized producers of animals and by-products such as milk. Higher levels
of coverage in these plans also need to be explored to be consistent with the pro-
ducer needs and the authorization of the 2000 ARPA. AGR should be expanded
statewide and streamlined to fit the needs of larger producers.

SUMMARY

Promoting improved farm-level risk management has been a good public policy for
the Pennsylvania Department of Agriculture and has added financial strength on
thousands of Pennsylvania farms. With repeated disasters within the last several
¥ears, crop insurance has been the cornerstone for the survival of Pennsylvania
arms.

At the functional level, there is still much that can be done to improve crop insur-
ance so that it better fits the needs of Pennsylvania producers. We pledge to con-
tinue this effort as evidenced through the submission of three 508h risk manage-
ment proposals submitted to the USDA/RMA on behalf of 12 northeastern states.

We also ask Congress to commend the USDA for the additional premium cost
share from farm bill AMA funds for 2004 crops. The $15 million in estimated cost
share dollars that generated an estimated $200 million in farm level protection was
a public policy bargain that should be repeated.

Pennsylvania Producers— Benefit From Additional Crop Insurance Cost Share

Spring Enrollment Highlight: USDA/RMA made additional crop insurance pre-
mium cost share money available that provided up to an additional 50 percent dis-
count to the producers’ cost of 75 percent and higher levels of coverage. Producer
response was outstanding. For 2003, many of the producers chose to use the dis-
counts to purchase protection at 75 percent or greater levels of coverage. The chart
shows the impact of the additional cost share on Buy-Up coverage. The actions by
producers when increased protection became more affordable are a testament to
their desire for improved protection to the extent that it is affordable.
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Pennsylvania producers enjoy $80 to $100 million of additional protection in 2003
because of the added USDA cost share.

STATEMENT OF THE U.S. APPLE ASSOCIATION

The U.S. Apple Association (USApple) appreciates this opportunity to provide the
committee with information regarding the adequacy of risk management options for
our Nation’s apple growers.

USApple is the national trade association representing all segments of the apple
industry. Members include 40 State and regional apple associations representing
growers the country, as well as individual companies. USApple’s mission is to pro-
vide the means for all industry segments to join in appropriate collective efforts to
profitably produce and market apples and apple products.

Over the past 8 months, apple growers have been working directly with the U.S.
Department of Agriculture’s Risk Management Agency (RMA) in an effort to im-
prove the apple crop insurance policy. This joint effort is expected to generate sig-
nificant policy improvements for apple growers nationwide. We are hopeful the com-
mittee’s interest in this effort will help ensure its prompt implementation and suc-
cess will depend on growers using it.

At the height of apple bloom in the spring of 2002, temperatures plummeted in
Midwest and Eastern apple growing regions causing devastating apple production
and quality losses. This single event highlighted the dismal inadequacies of the
apple crop insurance policy and drove the apple industry to seek disaster relief from
Congress. In an effort to reduce the need for future disaster assistance payments,
apple growers have since partnered with RMA in a determined effort to improve the
apple crop insurance policy.

A task force of regional grower representatives was assembled under the leader-
ship of USApple to work with RMA’s Product Development Division to identify prob-
lems and solutions that could be incorporated into a new apple crop insurance pol-
icy. This collaborative process has resulted in a proposed apple crop insurance policy
that will soon enter the rule-making process.

USApple recommends implementation of this proposed apple policy as soon as
possible, so growers will have an improved risk management tool.

APPLE CROP INSURANCE PROBLEMS

I. The current apple crop insurance policy does not cover some common weather-
related perils that reduce grower profitability and threaten the long-term economic
viability of apple growers.

Solution: The proposed policy will cover all common weather-related damage that
growers are unable to prevent through accepted horticultural practices or common
sense management. Some damages in the current or proposed policy include hail,
frost, freezing damage and limb rubs.

Comments: The inclusion of additional weather-related perils is a significant im-
provement in the apple crop insurance policy. USApple is confident this improve-
ment will be incorporated in the final apple crop insurance policy.

II. The present apple crop insurance policy stipulates that damaged apples are not
covered by the base policy as long as the damaged apples were as good or better
than juice-grade apples. Juice-grade apples are a low grade apple, and under cur-
rent economic conditions have little or no market value. This feature was a disincen-
tive for participation because apples would have to sustain tremendous damage to
grade lower than juice-grade, and they would still have little economic value.

Solution: The proposed policy establishes U.S. No. 1 Processing grade as the
standard damaged apples should meet to allow grower claims. The proposed policy
also gives growers producing apples designated for the fresh market the option to
purchase coverage for U.S. Fancy grade, which is a higher specification grade.

Comments: USApple’s Task Force recommended growers should have options to
purchase the other fresh market grades of U.S. No. 1 Fresh grade and U.S. Extra
Fancy grade. The U.S. Fancy grade falls in between the U.S. No. 1 Fresh grade and
U.S. Extra Fancy grade. RMA agreed but indicated it did not have the necessary
data to immediately provide these options. RMA has agreed to collect this data to
incorporate these options in the apple policy. We urge these additional options be
available to apple growers as soon as possible, so they can better manage weather-
related risk.

II1. The coverage period for some apple varieties ends before they are harvested.
These varieties then can become vulnerable to late season weather problems, but
are ineligible for claims because the coverage is not in effect. Under the current pol-
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icy, the insurance coverage period ends November 5, while some varieties are not
mature enough for harvest until after November 5.

Solution: The proposed policy includes provisions to expand the coverage period
for late season varieties.

Comments: RMA plans to work with its regional offices to identify apple varieties
that would qualify for a policy date extension, and then set the final coverage date
based on that variety. This effort should be a high priority for implementation in
the proposed apple crop policy.

IV. The USDA-collected State averages designating fresh and processing apple
production are a disservice for the grower and discourage grower participation.
Apple production averages used to calculate coverage should be based on county
data instead of State data because county data is more representative of actual pro-
duction for growers that have not developed a production history for specific or-
chards.

Solution: RMA recognizes the problem and the need for revising data to be more
accurate at the State level, and revising production history by county instead of
state.

Comments: RMA indicated this data may be too expensive to revise given USDA’s
current budget. Apple growers are concerned they will not receive fair apple crop
insurance policies because of continued use of inaccurate government data. Use of
accurate county data is important to encourage and expand grower participation.

V. Average production history (APH) records are used to determine the amount
of insurable apple production when apple policies are sold. Under the current policy,
production loss years are included when constructing the APH. These weather-relat-
ed loss years lower the total amount of insurable acreage even though the acreage
has a greater production potential. Apple growers need an APH calculation that
does not penalize growers for weather-related losses in such a way that discourages
future participation in the apple crop insurance program.

Solution: RMA has agreed to reduce the APH by no more than 10 percent each
year even if the five-year apple production average calculation causes the APH to
decrease by more than 10 percent.

Comments: USApple’s Task Force recommended RMA remove the lowest produc-
tion year from the five-year average APH calculation to help keep APH levels more
in-line with normal production. Since removal of the lowest year would require a
change in current law, USApple recommends adoption of legislation to implement
this APH change.

VI. Under the current apple crop insurance policy, growers break acreage into
units to more accurately insure orchards, which may be distinct because of varietal
differences or its destination in fresh or processing markets. Smaller units are more
advantageous to growers because growers are more likely to meet claim thresholds
if the units are smaller. However, growers are unable to define the size of their or-
chard units unless they can be defined as non-contiguous. RMA’s definition of non-
contiguous is “any two or more tracts of land whose boundaries do not touch at any
point, except that land separated only by a public or private right-of-way, waterway,
or an irrigation canal will be considered as contiguous”. Growers should be able to
use right-of-ways and other obvious boundaries to break orchards into smaller units.

Solution: RMA recognizes this problem, and is considering allowing public right-
of-ways to define non-contiguous units in the forth-coming policy.

Comments: USApple is concerned that RMA may not incorporate this definition
into the new apple crop insurance policy because RMA claims this change will also
have to be allowed for all other crops.

VII. RMA’s actuarial estimates indicate the proposed apple crop insurance policy
may be as much as 33 percent more expensive than the current policy. If the im-
proved policy is too expensive, USApple is concerned that grower participation in
crop insurance programs will decrease, and apple growers will face continuing risk
management challenges.

Solution: If grower participation in crop insurance decreases, greater Federal in-
centives to help offset premium costs should be established for apple crop insurance
policies to make them more reasonably priced.

Comments: USDA’s annual crop insurance incentive payments are not structured
to benefit apple growers or other tree fruit growers. Although the program is in-
tended to provide financial incentives to all growers, apple growers must sign up
for crop insurance by Nov. 20, several months before knowing how the Federal fi-
nancial incentives would impact the cost of the apple policy. USApple recommends
restructuring the annual crop insurance incentive program so that apple growers
can equitably participate as intended by USDA when the program was established.
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VIII. There is widespread lack of knowledge concerning crop insurance among
growers and within the insurance industry. This is an impediment to greater par-
ticipation in apple risk management programs.

Solution: RMA should place a greater emphasis on educating apple growers and
insurance agencies selling to apple growers. This could be accomplished through re-
gional education meetings, World Wide Web education modules and policy informa-
tion sites. Once a new apple crop insurance policy that is supported by USApple,
is finalized and implemented by RMA, we hope to partner with RMA and the crop
insurance industry to inform and educate growers about the benefits of participating
in the improved program.

USApple appreciates this opportunity to provide input on the apple industry’s risk
management challenges and opportunities to improve risk management options for
all apple growers.

STATEMENT OF BOB CARDEN

Mr. Chairman, members ofthe committee, it is an honor for me to appear before
you to discuss the status of the specialty crop insurance industry. My name is Bob
Carden. I am the president of Carden and Associates, Inc., an insurance agency in
Winter Haven, FL. I am also a member of Florida Citrus Mutual, and the Florida
Nurserymen & Growers Association. My agency specializes in writing crop insur-
ance for the specialty crops grown on the Florida peninsula. Currently, we have over
125,000 acres of citrus and $700,000,000 in nursery inventory insured under the
Federal Crop Insurance program, as well as more than 40,000 acres of other fruit
and vegetable crops. This morning I would like to talk about the Federal Crop In-
suranciz program as it relates to these crops specifically, and to specialty crops in
general.

1. The Crop Insurance Program for Specialty Crops Not Perfect. Because of their
perishable nature and lack of Federal price support programs, specialty crops do not
neatly fit into the standard yield/price structure used to insure traditional row
crops. As such, specialty crop policies have been developed over the years to address
crop-specific issues. While these policies do offer many benefits and protections to
growers, improvements could greatly enhance their value as a risk protection tool.
Industry representatives are regularly in touch with the Risk Management Agency
(RMA) on these issues and RMA’s regional staff is always willing to listen to indus-
try suggestions. However, the needs of the specialty crop industry remain unmet
largely due to an inability to have meaningful policy changes implemented through
the procedural process used by RMA .

Citrus Canker. One such instance involves the Citrus Canker. This disease is dev-
astating to citrus, and when found in a grove it requires the immediate destruction
all citrus trees within a 1900-foot radius of the infected area. RMA correctly recog-
nized the need to add this peril as a covered cause of loss to the Citrus Tree insur-
ance policy in 1999, and growers are now paid for trees destroyed as a result of this
disease. However, Citrus Canker has yet to be added to the Citrus Fruit insurance
policy as a covered cause of loss. This makes little sense to us, as any fruit hanging
on a tree when it is destroyed is obviously lost as well. We have requested that
RMA add this peril to the Citrus Fruit policy for the last 5 years, and have worked
with RMA’s Valdosta Regional Service Office to accomplish this task. Every year we
have expected this addition, but as of the 2004 crop year, for which the Sales Clos-
ing Date was April 30 of this year, it has not been done. The logic in this is non-
existent, as it makes no sense to pay a grower for the loss of his trees but not the
loss of the fruit crop they are producing at the time of destruction.

Nursery Stock. Coverage for Nursery Stock is another area of concern. This policy
came into existence in the mid-1980’s, and has been of great assistance to our grow-
ers through the disasters that have occurred over the years. However, the diversity
of this industry, not just in Florida but nationwide, makes it such that gaps in cov-
erage exist under this policy. Again, in 1999, RMA revised the policy and made
many needed changes; however, it did not go far enough. Additionally, it added
some new guidelines and restrictions that have, in many ways, made the policy less
useful as a meaningful risk management tool for growers.

For example, only plants for which RMA has established an average price in an
area are insurable. In the opinion of industry, price should not be a factor in wheth-
er or not coverage is offered, as price risk is not a covered cause of loss. Industry
believes that, if a plant can be established as hearty to a given area under a specific
set of growing conditions; it should be insurable whether or not RMA has estab-
lished a value for it up front.
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Along those same lines, RMA requires that inventory be valued at the lower of
the grower’s actual selling price or the price listed in RMA’s Eligible Plant Guide.
This sounds good up front, but is a nightmare in practice, as most growers have
multiple varieties of plants in their inventory, in many different container sizes. The
container size issue here is a problem its own, as RMA prints a guide as to entire
how a container’s size is determined. While the guide is taken from an industry pub-
lication, in practice it has very little to do with how growers and buyers of plants
perceive these sizes.

As such, in order to know how much insurance they have, growers must utilize
an RMA-provided computer program that they must input each variety they grow;
in each container size it is grown (after adjusting these to meet RMA standards),
just to establish the value RMA considers their plants to have. They must then com-
pare this list to the prices they charge for their plants, take whichever figure is
lower, and multiply their inventory numbers, on a size-by-size, variety-by-variety
basis, and then total them. All this just to know what their inventory value is for
insurance purposes.

Just from the description above, you can see the problem. Add to it the fact that
the computer program is not user-friendly for growers, to the point that in my agen-
cy we carry out this task for our growers, as they simply cannot do it themselves
in any kind of timely or accurate manner. While I consider this a huge risk to my
agency from an errors and omissions standpoint, I feel it is one that I must take
in order to see that my growers are adequately and accurately protected.

All of that being said, there is a simpler way to do this: simply use the growers’
price list as the basis of value. At the time of loss, a loss adjuster can verify that
the prices used by the grower in establishing his value are indeed what he sells his
plants for, and the inventory value can be revised at that point if in fact the grow-
ers’ prices were inflated. The potential savings from this simplification in terms of
time wasted in re-calculating inventories alone is huge and would be a benefit to
all. This has been and continues to be the nursery industry’s recommendation to
RMA for 15 years, but to date they have expressed no interest in implementing it.

The nursery industry has offered many other suggestions to RMA as well. Several
of these have been on the table for over 10 years, but never acted upon. The entire
list is attached as Exhibit 1, but I would like to touch on two of them specifically.

First, RMA currently allows growers to insure plants only if they are grown with-
in a given Hardiness Zone. This makes perfect sense when the plants are grown out-
doors, as a palm tree could not reasonably be expected to survive in Maine. How-
ever, this requirement becomes meaningless when the plants are grown in a con-
trolled environment such as a greenhouse. In this instance, the grower has mini-
mized if not entirely removed the risk of loss to those plants. Under current guide-
lines, though, the stock not listed as hardy to the area is uninsurable whether or
not it is grown in a controlled environment.

There is also a major issue in Florida with rating. Currently, a nursery grower
in my hometown of Winter Haven, which is centrally located and 90 miles from each
coast, pays the same rate for insurance coverage as a grower in Miami, almost 200
miles away. However, in our area, nurseries rarely take losses, while the Miami-
Dade area experiences regular and disastrous events, primarily from hurricanes and
heavy rainfall. This cannot be justified actuarially and has been pointed out to RMA
many times. We are often told that the policy will be re-rated, and while this has
been done in some instances, it has yet to take on a meaningful form. As such,
growers in the Miami-Dade area are able to purchase high levels of coverage to pro-
tect their risk, yet growers in Central Florida by and large only purchase CAT cov-
erage since they consider the cost to be excessive when compared to their risks.

The rating problem exists in the Citrus Fruit policy as well. No meaningful reduc-
tion in rates has been implemented during my 23 years of involvement with this
crop insurance policy, although it has a very low loss ratio over that time. In 1996
RMA did a major design change in the structure of this policy that on the surface
reduced rates substantially. However, a closer look reveals otherwise.

Prior to the change, a grower buying a Citrus Fruit policy had a 10 percent de-
ductible regardless of the level of coverage he purchased. The policy change imple-
mented by RMA mirrored the row crop deductibles of 15-50 percent. When a pre-
mium calculation was done, the cost of a 15 percent deductible was actually higher
than the same amount of coverage available under the old policy. The net result of
all of this was that growers now had a larger deductible, and had to pay more to
{naintain the lowest deductible available. In other words, they paid more and got
ess.

Situations like these exist in most if not all specialty crops. While I applaud all
of the effort of RMA has made to meet the needs of our growers, and their willing-
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ness to listen to our needs, more needs to be done to make these policies all that
they could and should be.

2. Inadequate Time Between Release of Information by RMA and the Sales Clos-
ing Date. As you can see from the examples I have given above, these policies are
by their very nature complex. A great deal of training is required of both company
and agency personnel. It also requires a great deal of grower education in order for
them to make the most informed risk management decisions possible. Materials and
training must be provided early enough in the process to allow all of these functions
to take place. We should be given a minimum of four months, and longer if possible,
to work with this material once it is in its final form. In far too many instances
this does not happen.

The insurance company must review all of the material pertinent to any given
crop to know whether or not there have in fact been any changes to the program.
This includes a review of the Crop Insurance Handbook for that year, both the gen-
eral and crop-specific policy provisions involved, and the actuarial documents,
among others. Once they have done this, they must then present it to their agents,
who, in turn present it to their growers, who decide on their appropriate levels of
coverage for the upcoming year. All of this must be accomplished by the Sales Clos-
ing Date, which varies by crop and is defined in the policy. It is also an inflexible
date, with no exceptions made. If a grower hasn’t made his risk management deci-
sions by a certain date, he’s out of luck for a year.

In each crop policy RMA has also set a deadline for itself by which it must release
this material for the upcoming year. However, in many cases this deadline does not
allow sufficient time for all of the activities described above to take place. In the
case of nursery stock, for example, the deadline for release of the material is June
30, and the Inventory Filing deadline for renewal policies is October 1. 90 days is
an insufficient amount of time from the perspective of private industry. In reality,
if the grower is renewing his policy, he must report any changes to his inventory
value by September 1, if he wants the changes in effect on his policy by October
1. This is true because there is a 30-day waiting period for any changes to take ef-
fect. As such, private industry actually only has a 60-day window in which to review
the material for the upcoming year, prepare the necessary inventory schedules, in-
form our growers, and the growers make their insurance decisions for the upcoming
year and report their inventories.

This task is virtually impossible to carry out professionally within this time
frame, yet this is exactly what we are faced with this year. The Eligible Plant List
for the 2004 crop year was released July 1. Companies are currently in the process
of comparing the new list to 2003’s to determine if there were any changes, and if
so, what they are. Once I know that, I can begin the renewal process, but I cannot
begin until that time. Currently, our training is scheduled for the 22nd of July. This
will leave 28 working days my two agents and I to contact our 225-plus+ customers
and complete the renewal process.

All this assumes that the material is correct when it is released, sadly there are
times when it is not. Such was the case of the Eligible Plant List last year, when
some 150 varieties grown in Central Florida were inadvertently left off the list. By
the time RMA was able to make the correction and release the final version, Sep-
tember 1 had come and gone. We as agents were thus put in the position of asking
our growers to report their inventories and make their risk management decisions
as though they were based on the corrected price list, even though the corrected list
had not yet been released. This points out our high risk of errors and omissions ex-
posure. In this case, I had two choices: either have my growers report their inven-
tories and choose their coverage levels based on a promise which was not yet in
writing, or report the value based on the printed but soon to be revised schedule
and revise it after the corrected list came out, thus leaving them underinsured dur-
ing the 30 day waiting period after the revisions were made.

To be fully fair here, I do believe that RMA does make every effort to release ma-
terial to us in what they consider to be a timely manner. I also believe they under-
stand the time requirements of the private sector. However, when they cannot meet
these needs, for whatever reason, they must be more flexible in giving us the time
we need to adequately and professionally complete our tasks. In a nutshell, and I
don’t mean to be overly harsh here, but RMA’s release dates are written in sand
for themselves, but in concrete for the private sector. This is a situation that should
be addressed.

3. Regulations under section 508h of ARPA for Submissions of Private Designed
Insurance Products Must Be Streamlined. Section 508h of the Agricultural Risk Pro-
tection Act of 2000 (ARPA) allows for private entities to submit private products,
which they have designed to the FCIC Board of Directors. The Board then has the
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option of approving the program presented, with the submitting group then entitled
to reimbursement for the cost of developing the program.

We in the specialty crop industry were very pleased when this provision was a
part of the final bill. We felt that we could now move forward not only with some
long sought policy revisions, but also would finally be able to offer coverage on a
large number of commodities for which no program currently exists. However, the
procedure RMA has written for filing a policy with the Board is so onerous that it
cannot be taken seriously as an avenue we can use. Exhibit 2, which is attached
to this testimony, shows this very clearly. If Congress’ goal under this section of
ARPA was to allow for a simplified procedure for the improvement and addition of
specialty crop policies, this procedure must be revised.

Additionally, while RMA has contracted out a large number of studies and pro-
grams as mandated by ARPA, few of these have seen the light of day, and none
have benefited specialty crop growers. This combined with RMA’s slow pace of mak-
ing changes recommended by private industry has left us in the same place we were
in before the passage of ARPA frustrated. This is a major stumbling block for us,
and we would urge that the necessary changes be made to implement the intent
of Congress in allowing us freer access to the Board with our programs.

I would like to thank RMA for its efforts in offering coverage to the specialty crop
industry in America to date. I would also like to thank in particular the Adminis-
trator of RMA, Ross Davidson, who has been extremely open and available to listen
to our needs and requests. I would also be remiss if I did not mention the ongoing
assistance of the staff of the Valdosta RSO, as well as Bob Vollmert and his team
at RMA’s Research and Development office in Kansas City. We are all working to-
ward the same goal, to offer a sound protection to America’s specialty crop produc-
ers. The specialty crop industry is willing and available to work with Congress and
RMA to make changes to improve the program.

Thank you again for your invitation, I hope I have provided you with an inform-
ative snapshot of the challenges the industry faces and I will be happy to respond
to your questions.

STATEMENT OF JEROME STEHLY

Mr. Chairman and members of the committee:

This statement is presented on behalf of California’s 6,000 avocado growers and
the California Avocado Commission. We appreciate this opportunity to comment on
the effectiveness of the current crop insurance program for avocados and to share
our ideas on how the program can be approved to better serve the needs of the Na-
tion’s avocado growers.

Avocado growers in California produce about 89 percent of the total U.S. avocado
crop and the other 11 percent of production is in the State of Florida. In total, U.S.
avocado growers produce about 240,000 tons of avocados on 65,000 acres annually,
with a value of approximately $350 million.

AvocAaDO PRODUCTION PERIOD DIFFERS FROM OTHER CROPS

The production cycle for avocados is much longer than other crops. In some areas,
avocado trees produce fruit for as long as 11 months, with the trees bearing fruit
in various stages—from bloom to ripen multiple times during the harvest period.
Therefore, growers are more at risk to the vagaries of the weather, since the period
in which losses may occur extends throughout most of the year.

The crop year for avocados is defined by the Risk Management Agency (RMA) as
“the period beginning December 1 of the calendar year prior to the year in which
the avocado trees normally bloom, extending through November of the year follow-
ing such bloom, and will be designated by the calendar year following the year in
which the avocado trees normally bloom.”

AvoCcADO CROP INSURANCE PILOT PROGRAM

Avocado growers are very appreciative of the Avocado Revenue Insurance Pilot
Program, which was initiated in Ventura County, California in 1996, and extended
to five additional counties in 1999.

This pilot program insures commercially grown Hass avocados that have reached
the sixth growing season after being transplanted into the grove. The program pro-
vides coverage for a decline in prices or loss production due to a number of condi-
tions including adverse weather, fire, wildlife and earthquakes. However, it does not
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provide coverage for damage or loss dues to disease or insect infestation or the in-
ability to market the crop for any reason (e.g., quarantines).

The Avocado Pilot Program differs from the traditional multi-peril crop insurance
policy in that the standard actual production history (APH) rules do not apply. For
avocado coverage the grower’s yields are multiplied by the standardized season av-
erage prices and the sum of these results divided by the number of years of yields
determine the grower’s average farm revenue per acre. The standardized season av-
erage price is the average price per pound determined by dividing the value of all
Hass avocados in the State by the pounds of Hass avocados produced in the State
for the marketing year, as reported by the California Avocado Commission and an-
nounced by FCIC. The price may be adjusted by FCIC to represent prices based on
current dollar values, as defined by Federal Crop Insurance Corporation avocado
policy provisions. Therefore, the season average price is not announced by FCIC
until many months after the crop is harvested.

CONCERNS WITH THE EXISTING AVOCADO PILOT PROGRAM

Unfortunately, these differences and the length of time involved in this process
leads to unnecessary confusion and frustration among many avocado growers.

The Avocado Pilot Program is excessively complicated and should be streamlined.
Additionally, growers are often frustrated because they receive conflicting informa-
tion from their insurance agents and RMA personnel. This confusion has the effect
of discouraging grower participation in the program. Many growers are so exas-
perated by the unnecessary complexity of the program that they only carry the cata-
strophic level of coverage.

RECOMMENDED IMPROVEMENTS IN CROP INSURANCE FOR AVOCADO GROWERS

We recommend the following changes to enhance the program to make it more
attractive to avocado growers:

e Revise the method of compensation so growers receive compensation for losses
when the crop year is completed. Currently, loss compensation is based on the avo-
cado industry season ending price, which is not available until assessments are
paid. This is not until mid-January of the following year. Consequently, avocado
growers may have to wait 13 to 14 months before having their claims finalized.
Therefore, we recommend the adoption of a program similar to the crop insurance
revenue program for cherries in which a preset flat rate is established, so there is
a guaranteed price at the beginning of the year. At the end of the harvest, when
a grower has sold all of their production for the year, they would submit their re-
ceipts and be paid for any loss below the guaranteed price. This way, the avocado
growers’ claims could be settled in a matter of weeks, not months.

e Expand coverage to other Hass-like varieties (most importantly Lamb-Hass) and
also to all counties in California with commercial avocado production;

e Provide quality loss adjustments where wind or cold damage results in post-har-
vest price reduction and loss of fruit (for example, losses occur when there is a retail
call-back); and

Establish a crop insurance rider provision as an optional coverage feature for avo-
cado growers who suffer revenue loss due to government-imposed quarantines and
for growers with losses due to insect pests when no quarantine has been declared.
Avocado growers would pay an additional premium to obtain this optional coverage.

Relief Needed from Huge Losses Caused by Pest Infestations

Currently, there is no Federal crop insurance product that covers economic dam-
age due to government-imposed quarantines. Over the past 10 years, domestic quar-
antines on avocados have been imposed due to outbreaks of a number of different
insects most notably the Mexican fruit fly, the Mediterranean fruit fly and the Ori-
ental fruit fly. Since quarantines are becoming increasingly common, with declara-
tions almost on a yearly basis, avocado growers have become increasingly concerned
about the financial impact of quarantines on their ability to market avocados. Pest
infestations in California avocado groves have caused huge losses to avocado grow-
ers, and with USDA pushing to expand Mexican avocado imports, this situation will
only get worse.

CROP INSURANCE RIDER OPTION FOR QUARANTINE L0OSS COVERAGE

Therefore, we strongly support the efforts of Congress to direct RMA to develop
and implement a rider option to the current Crop Insurance Program for avocados
to cover losses due to quarantines, and to do so in close cooperation with the Califor-
nia avocado industry. We also believe RMA can be of assistance in reporting on the
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economic impacts of recent domestic quarantines and analyzing the options for pro-
tecting avocado growers against future losses due to such regulatory actions.

In fact, we have asked our California Congressional representatives to work with
the Appropriations Committee to direct RMA to report within six months on its
progress in developing a program for a rider option for avocado crop insurance that
will address quarantines imposed due to any injurious pest or disease, including
fruit fly infestation.

MEXICAN FRUIT FLY INFESTATION QUARANTINE IN SAN DIEGO COUNTY WAS COSTLY

Avocado growers are particularly supportive of a new quarantine crop insurance
rider option in the aftermath of the recent quarantine in the Valley Center area of
San Diego County, California. Until just recently, avocado growers in this area were
the victims of the longest government-imposed quarantine for Mexican fruit fly in-
festation ever experienced in the State of California.

Growers in this area were notified by the State of California that no avocados
could be moved from the Valley Center area beginning on November 21, 2002. This
action adversely affected 10,533 acres of avocados that were subjected to preventa-
tive bait treatments that were required to be applied every ten days. These man-
dated bait treatments that were necessary for growers to be in compliance with the
quarantine regulations amount to an unforeseen out-of-pocket cost to avocado grow-
ers estimated at $8.3 million.

Additionally, avocado growers in the quarantined area incurred market losses of
$7.4 million as a result of not being allowed to sell 10 million pounds of windfall
fruit during the quarantine period. There were four windfall events on November
25, 2002; January 6, 2003; February 2, 2003; and February 20, 2003 in the quar-
antine area. Losses due to windfall under these circumstances were not covered by
crop insurance because the fruit could not be marketed because of the quarantine.

This particular quarantine, which cost California avocado growers an estimated
$15.7 million, followed other costly quarantines in the last few years. In fact, the
last quarantine covered 15 million pounds of avocados in Fallbrook area of Califor-
nia in 1999/2000. Therefore, based on the financial cost to growers due to these
losses, we urge the committee and RMA to seriously consider offering a crop insur-
ance option to provide avocado growers the opportunity to purchased coverage for
losses due to quarantines.

We commend the committee for this review of the crop insurance available for
avocado growers. We look forward to working with you to ensure that the crop in-
surance products available through RMA provide sufficient coverage and flexibility
to meet the needs of a dynamic U.S. avocado industry.

STATEMENT OF JOHN C. WATKINS

Chairman Moran, Ranking Member Peterson, and members of this subcommittee,
I am grateful for the opportunity to present testimony today on the state of the Crop
Insurance Program in the U.S. as it relates to the nursery industry. My testimony
represents both my own views and experiences as a nurseryman in the Common-
wealth of Virginia, and as well the views of the American Nursery & Landscape As-
sociation.

The American Nursery & Landscape Association (ANLA) is the national trade as-
sociation for the nursery and landscape industry. ANLA represents 2,500 production
nurseries, landscape firms, retail garden centers and horticultural distribution cen-
ters, and the 16,000 additional family farm and small business members of the
State and regional nursery and landscape associations. The Association’s grower
members are estimated to produce about 75 percent of the nursery crops moving in
domestic commerce in the U.S. that are destined for landscape use. I currently serve
as Chairman of the Association’s legislative policy committee.

According to the USDA’s National Agricultural Statistics Service (NASS), the
nursery and greenhouse industry remains the fastest growing agricultural sector in
cash receipts. The 1997 Census of Agriculture shows that nursery, greenhouse and
floriculture crop sales totaled $10.9 billion in 1997, up from $7.6 billion in 1992.
This represents a 43 percent increase in sales over the previous 1992 Census. More
recent USDA analyses show that the industry is now valued at over $13 billion at
farmgate. Together these crops make up 11 percent of total U.S. farmgate receipts.
An estimated 33,935 farms produce nursery plants as their principal crop.

In crop value, nursery and greenhouse crops have surpassed wheat, cotton, and
tobacco and are now the third largest plant crop behind only corn and soybeans.
Nursery and greenhouse crop production now ranks among the top five agricultural
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commodities in 24 States, and among the top 10 in 40 States. Growers produce
thousands of varieties of cultivated nursery, bedding, foliage and potted flowering
plants in a wide array of forms and sizes in the open ground and under the protec-
tive cover of permanent or temporary greenhouses.

The nursery industry very much desires an efficient, affordable and sustainable
Crop Insurance Program. At present, the Crop Insurance Program falls short of ade-
quately addressing the extreme diversity and unique situations presented by a free-
market segment of agriculture that grows thousands of varieties in every State
using an array of production systems and technologies. We offer the following
thoughts and recommendations on the current program, and some suggestions for
improvement:

e Nursery participation in the program is not as high as it should be. Broader
participation will help to establish a program that can be more reliably sustained.
There needs to be strong and sustained educational outreach. We are open to work-
ing in close partnership with the Risk Management Agency on grower outreach.

e Under the catastrophic disaster coverage, the 50 percent loss requirement
should be calculated based on losses of individual crop types rather than across the
array of crops in a nursery. Different crops have varied susceptibility to potential
perils, unlike typical experiences in traditional row crops. In my own operation, I
have production fields in three adjacent counties. Under the current program, I
must purchase three separate policies to cover these fields. There should be some
reasonable way to ensure an entire operation on one policy.

The structure for commissions paid to the agent encourages concentration on serv-
ing the needs of the largest nine or 10 clients, but there is insufficient incentive for
agents to reach out and target smaller operations.

We strongly suggest using the grower’s wholesale price list as the basis for cov-
erage valuation based upon proof of market. As a result, it would become much
clearer to the grower, the agent and the RMA exactly what the RMA is insuring.
The use of the current arbitrary Federal Crop Insurance Corporation (FCIC)-printed
wholesale price eligibility list for valuation purposes could be eliminated, although
such a list could continue to be used for plant eligibility purposes.

e Ensure the container size of any plant as such is noted in the grower’s wholesale
price list without regard to the actual soil volume the container is capable of hold-
ing.

e Include coverage for plants grown in smaller than three-inch containers.

o Treat field grown and containerized plants as separate crops.

e Allow for year-round sales of the crop insurance policy subject to a 30-day wait-
ing period for coverage commencement.

o Pursue continuity on how insurance rates are calculated. For example, Georgia’s
rates are .039 with a zero loss ratio while North Carolina’s rates are .033 with a
loss ratio of 7.4. Florida’s rates are substantially higher than Georgia’s.

e The issue of injury accumulated over just one year has become a factor in the
green industry. Flood, drought, disease or winter injury may occur in one year and
the loss can occur that same year and/or the following year or years. There is little
if any continuity on how adjustors process and handle these types of situations. Can
this be regimented within the program?

e Implement crop insurance coverage for Christmas trees. Historically, Christmas
trees were not intensively managed; many were harvested from the wild. However,
production practices in nurseries and Christmas tree farms are now often indistin-
guishable. Christmas trees as a commodity should be covered under RMA policies
and be treated like similar nursery crops.

e For growers in tropical regions, restrict the peril of excess rain to damage in-
curred in conjunction with a tropical cyclone or an event that causes an area to be
declared a disaster by the United States President or the USDA.

e There seems to be a great degree of variation as to how well the program is
managed across the country. There should be an agent certification program coupled
with a fraud elimination aspect.

e Seriously explore coverage for trees and plants that fall within a quarantine
zone especially if those green goods are rendered un-salable due to infestation by
a quarantine pest, or ordered destroyed. Quarantines are sometimes imposed while
study and assessment of extent of the infestation and risk of harm are being com-
pleted. Coupled with the short shelf life of our products and our condensed selling
seasons, quarantine restrictions with or without mandated crop destruction pose un-
anticipated hardships and losses for growers. Currently, ANLA members under cur-
rent or expected Federal quarantine actions with Federal crop insurance are yet
without recourse in many parts of the country. A few examples include:

e Emerald ash borer; impacting growers in southeast Michigan;
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o Ralstonia, a bacterial disease of geraniums and other crops, affecting growers
nationwide;

e Sudden Oak Death; affecting many counties in central and northern California,
and limited areas in Oregon;

e Plum Pox in central Pennsylvania;

o Citrus canker in Florida.

In closing, I wish to emphasize that USDA’s Risk Management Agency has
reached out to our industry, and we are confident that a strong commitment exists
on all sides to resolve such problems that are inhibiting the use and long-term via-
bility of crop insurance in the nursery industry. We are equally grateful for the in-
terest and support of Congress in this matter. Thank you, Mr. Chairman and mem-
bers of the subcommittee, for your attention and interest in ensuring a viable Crop
Insurance Program for the American nursery industry. I would be happy to respond
to any questions you may have.

STATEMENT OF BILL BRIM

Mr. Chairman, members of the subcommittee, fellow panel members and other
distinguished guests, my name is Bill Brim, president of Lewis Taylor Farms in
Tifton, GA. Our farm is a 750-A diversified vegetable operation growing and packing
peppers, tomatoes, eggplant, cucumbers, squash, cabbage, greens and cantaloupes.
We also operate over 350,000 square feet of greenhouse space growing more than
85 million vegetable transplants and over 15 million pine seedlings each year.

I serve as vice president of the Georgia Fruit and Vegetable Growers Association.
I am here today not only representing my farm and association but also Georgia’s
gl‘l,ﬁt and vegetable industry that had a farm gate value in 2002 of over $750 million

ollars.

Thank you for the opportunity to appear before this subcommittee to discuss the
Federal crop insurance products designed for our specialty crop growers. I bring
these comments to you in the spirit of cooperation and improvement. FCIC can be
a very important farm management tool for specialty crop growers if the products
are developed in which growers can utilize them and understand their intended pur-
pose. Georgia growers look forward to working with the Risk Management Agency
to continue to improve the methods by which growers manage their crop risks. My
comments specifically address issues and concerns with the Crop Insurance Program
for pecans, blueberries, peaches, vegetables and RMA educational programs.

Pecans. In 1998, three counties in Georgia (Mitchell, Lee and Dougherty) were ap-
proved for a pilot pecan crop insurance program. The pilot was scheduled to go to
permanent status as a nationwide program three years later in 2000. It is now
2003, five years later, and the pilot is still not permanent.

For crop year 2003 the three county pilot programs was expanded to include 79
additional counties in Georgia. At the September 19, 2002 RMA Board of Directors
meeting the Board voted to convert the pecan pilot program to a permanent status
for the 2004 crop year. The proper paper work and reports were submitted to Kan-
sas City. However, our pecan growers are now told this cannot be accomplished
until the 2005 crop year due to the regulatory process of policy conversion required
by the Office of General Counsel. Georgia growers in non-covered counties and grow-
ers throughout the U.S. desperately need the availability of this Crop Insurance
Program. Southeastern pecan growers solicit this committee’s support and encour-
agement for the FCIC to put this pilot program on a fast track and move it to per-
manent status as soon as possible.

Attached to this testimony is a letter from Hilton Segler, Crop Insurance Commit-
tee Chair for the Georgia Pecan Growers Association outlining six changes south-
eastern growers have requested of RMA and FCIC which would improve the current
coverage levels and better meet grower/producer needs. In March 2003 12 items of
concern or improvement to the pecan crop insurance pilot program were submitted
to the Kansas City office for review. Several of those suggestions were approved and
included in the 2003 program. We hope the additional suggestions and improve-
ments outlined in Mr. Segler’s letter will be approved and included in the 2004 pro-
gram.

One of the most critical items included in the letter is an industry concern that
crosses all crop boundaries and is not specific to any one commodity. This is the
issue of multiple units (fields or orchards) being covered under one Farm Serial
Number. Many growers have not received payments on crop losses because the field
which suffered the loss was one of several fields in the farm and all the other fields
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produced sufficiently to generate an average yield/income for the farm above the re-
quired crop lost level.

It is Georgia growers contention if production records are maintained for each
unit (field or orchard) and the crop is insured by the unit, then claim payments
should be made whether other units (field or orchard) on the farm produced higher
yields/income or not that year.

Growers compare their crop insurance to homeowners insurance. if three houses
on a farm are insured and one burns, the insurance company pays for the burned
house. The same should be true for an insured field. If that field is insured and has
a loss, then crop insurance should cover the loss, regardless of the other field’s pro-
duction or yield.

In order to provide broader product coverage, consideration should be given to
allow growers the option for unit (field or orchard) division within a Farm Serial
Number, or by noncontiguous tracts. A similar option is provided to growers in the
walnut and apple crop insurance programs.

Fruit Crops. At this time the only fruit crops in Georgia with crop insurance pro-
tection are apples, blueberries and peaches. As with any new program each of these
pilots required some time to resolve all of the details and uniqueness of the different
commodities.

Blueberries. Initially the blueberry insurance program experienced pricing and
yield projection problems with Georgia’s high bush variety versus the traditional
rabbit eye variety. It appears most of those issues have been resolved; however, rev-
enue estimates continue to be of some contention. Several members of our associa-
tion recently provided yield and pricing information to the Valdosta regional office,
which we hope, will clarify some of the pricing and yield questions.

Our primary concern with the blueberry program is the lack of availability of the
crop insurance product to all Georgia and southeastern growers. The pilot program
is available in only three counties whereas we have commercial production of blue-
berries in 12 counties. In 2002, Georgia had over 6000 acres of commercial blueberry
production; however, less than 28 percent of Georgia’s commercial acres have crop
insurance available to the growers. The 2003 RMA crop insurance records show
1684 Georgia acres in the program, or 72 percent of the Georgia acreage that was
eligible for crop insurance protection utilized the program. This represents a very
high grower participation in the program.

For Georgia’s blueberry growers, the program needs to be expanded to cover all
12 counties with commercial production. Georgia now ranks fifth in the Nation in
blueberry production with a 5-year average in excess of 17 million pounds of blue-
berries grown annually.

Peaches. Product delivery, availability and grower knowledge of the product ap-
pear to be satisfactory for Georgia’s peach growers. We estimate over 80 percent of
the peach acreage in Georgia is covered under the Federal Crop Insurance Program.

Georgia and SE peach growers primary concerns have been in the area of estab-
lishing price elections. In some southeastern states, the 2002 price election de-
creased while the current fresh market price received by growers increased over
2001. The FCIC price decrease occurred in Georgia, South Carolina and Alabama.
It appears this decrease is due to the averaging of historical price data to create
the yield/price standard at which losses are paid. Both South Carolina and Alabama
have suffered multi-year losses in the past 5 —10 years. This has caused some grow-
er’s insurance guarantee to be significantly lower than the market price. South
Carolina and Georgia growers currently pack peaches in half-bushel cartons while
the price election is in bushels based on NASS data. FOB prices are issued daily
by the Thomasville market on a half-bushel basis for the Southeast and reflect the
true price received by growers at the pack house door. The Thomasville market
price is also used in adjusting quality losses on peaches in the event of a loss. Prices
are also available through the Thomasville market avenue for prior years, which
would establish a more accurate average price received by growers. The prices set
by NASS is based on random surveys rather than true market conditions. The
southeastern peach growers encourage FCIC, RMA and this committee to evaluate
the use of the Thomasville market pricing mechanism instead of NASS. It appears
to be a more accurate pricing method.

The issue of allowing for optional orchard (unit) division by noncontiguous tracts
is also a major concern among peach growers. Many times a peach farm may have
3—4 orchards separately over a two-mile area. Other commodity programs, such as
walnuts and apples, allow for this division if production and income records are
maintained for each unit. Allowing for this option in the peach program would im-
prove the quality of the FCIC product and help it to better meet the needs of the
individual growers based on their specific situation.
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Vegetables. Crop insurance coverage for most vegetable crops in Georgia is avail-
able only on a limited basis. Currently over 85 percent of the Vidalia onion acreage
is covered by crop insurance. At this time crop insurance for cabbage is available
on a pilot basis only in certain counties. Insurance for tomatoes and sweet corn is
available as a permanent program in a few counties but may be insured by written
agreement in other non-program counties. Peppers are insured only by written
agreement in Georgia.

We appreciate Congress and USDA’s efforts to increase the number of vegetable
crops for which coverage is offered. The volatility of the price returns due to weather
considerations and high cost of production makes the need for developing a safety
net for vegetable growers even more critical. The fruit and vegetable industry recog-
nizes development of new products require time and experience to refine. Listed
below are our observations concerning the current status of crop insurance product
availability and delivery for vegetables in Georgia.

e Many Federal crop insurance agents do not inform growers of the possibility of
obtaining insurance coverage by written agreement for vegetable crops. It has been
my experience that agents generally are not well informed on many issues concern-
ing the insurance program for vegetable crops and consequently producers are not
provided the coverage they need. In preparation for this testimony I found out my
farm was eligible for pepper crop insurance under a written agreement. I am one
of the largest pepper growers in our county but no agent has ever informed me that
this coverage was available.

e With some crops the yield/production cost records are not current. Many Georgia
growers now use plastic mulch that generate a much higher yield than the tradi-
tional bare ground production methods. When claims are made, some vegetable
growers have experienced inadequate payments for the high cost of input and antici-
pated yield. Basing claim payments on inaccurate yield models and selling prices,
{nia)ny times does not reimburse the grower for even his cost of input (materials and
abor).

o When new pilot programs are offered in an area, growers should not be eligible
for the program without two to three years of production records establishing their
cost and yield history for the crop. There have been pilot programs (i.e. watermelons
in 1999 and others) in which dishonest growers planted a commodity because crop
insurance was available with little or no intention of harvesting the crop. Due to
the anticipated over-production of the commodity, prices plummeted and the legiti-
mate growers lost due to low market prices.

This was mentioned during a recent listening session with RMA Administrator
Davidson in Valdosta, GA. We were informed the current guidelines require a grow-
er to have three years of production records before they can apply for crop insurance
for the commodity. We hope this policy will continue and be vigorously enforced.

e As outlined above in the pecan and fruit sections, the issue of the unit (field)
division by Farm Serial Number is also a concern to Georgia’s vegetable industry.
If production records are maintained for the field and the crop is insured by the
field, claim payments should be made whether other fields under the same Farm
Serial Number produced higher yields/income to cover total farm revenue or not.

e When pilot programs are introduced in selected counties in a particular com-
modity producing area, product availability can significantly affect market prices
and production practices.

For example the cabbage pilot is offered in three or four counties in Georgia. One
of those counties, Colquitt, is a neighboring county to my farm in Tift County. How-
ever, the program is not available to our farm. When my neighbors go to the bank
to borrow money for their production, they have a definite competitive advantage
from an economic risk management standpoint. The bank is much more inclined to
offer a production loan, possibly at a better interest rate, to someone who has crop
insurance available to them.

We realize a pilot program is just that, an opportunity to see if a program will
work and if enough interest is present to generate permanent program status. How-
ever, the pilot very often skews market conditions and production competitiveness.
In Georgia many times the bulk of a commodity’s production is going to be in a 5-
15 county area (i.e. sweet corn is in a 6-7 county area in southwest Georgia; cab-
bage is in a 10-12 county area in south central Georgia, etc.) Possibly allowing all
growers in a commodity region to make application when a pilot crop insurance pro-
gram is offered should be considered. If the demand for the pilot is too large for the
funds that are available, then only allowing a certain percentage of the applying
grower’s crop acreage to be insured could be an alternative.

With regard to product availability vegetable growers and shippers quite possibly
present the most challenging opportunity for FCIC with the diversity of commod-
ities, production and yield/price models. Based on conversations and interviews, we
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believe the Adjusted Gross Revenue (AGR) program, now offered as a pilot program
in Florida would be utilized by many of our specialty crop growers in Georgia. We
understand the participation in the pilot program has been limited. The Georgia
Fruit and Vegetable Growers Association would certainly be happy to assist RMA
with educating growers on the program and the advantages of AGR over the tradi-
tional FCIC programs if the pilot was also offered in Georgia at a later date.

With the diversity of the vegetable crops in Georgia, having the ability to insure
the complete farm revenue should have some interest in Georgia.

RMA EDUCATIONAL PROGRAM ACTIVITIES

For the past 2 years (2002-03), the Georgia Fruit and Vegetable Growers Associa-
tion has been fortunate to participate in Partnership Agreements with RMA to pro-
vide educational programs to specialty crop growers. During those two years, over
2500 growers have received hundreds of hours of training to learn to better manage
the production, pest, food safety, personnel and marketing risks they face daily in
their farm operations. This has been an excellent program and extremely beneficial
to Georgia and southeastern growers. We encourage the continuation of educational
partnerships and offer the following comments to improve this program,

The 2002 and the 2003 RMA Partnership regulations allowed for any commodity
association, educational institution or other organization to submit a funding pro-
posal for educational programming. In 2003 six different Georgia commodity/ edu-
cational organizations received risk management education program funds totaling
over $370,000. These organizations ranged in interest from organic farmers to nurs-
ery/shrub growers to fruit and vegetable producers.

The fiscal year 2004 regulations were published in the Federal Register on June
13, 2003. In order to simplify RMA supervision of partnership agreements the new
regulations allow for only ONE partner per State and the allocation formula pro-
vides only $89,000 to a Georgia organization for educational programming funds.
While we understand the need to streamline the reporting and accountability, it will
be very difficult for one organization to represent and oversee commodity programs
as diverse as flowers and shrubs to fruit and vegetables. Our fruit and vegetable
association does have a good working relationship with other RMA partners in Geor-
gia and we are developing a joint master application from the Georgia Fruit and
Vegetable Growers Association for all the organizations in Georgia. In the future we
hope the one partner per state will be reconsidered.

The Federal register regulations did not appear until June 13 and the RFP dead-
line is July 28 with the project beginning date on October 1. We would ask for ear-
lier publication of the RFP guidelines and earlier award announcements. It is very
difficult to plan for FY04 projects when the RFP guidelines, proposal deadline and
award decisions/announcements are not made until the fourth quarter of 2003.

I very much appreciate the opportunity to provide this testimony to the commit-
tee. I hope the committee and the Risk Management Agency will accept these com-
ments in the spirit in which they are offered as suggestions for improvement to a
very important and critical program for our fruit and vegetable growers. I look for-
waird to continuing our work with RMA in the future for the betterment of agri-
culture.

David Hatch

Associate Administrator

USDA Risk Management Agency
1400 Independence Ave. S.W.
WASHINGTON, DC 20250—0801

Dear Mr. Hatch:

Thank you for taking time to address issues discussed per our telephone conversa-
tion on 6/25/03. It is my understanding that the Board of Directors approved conver-
sion of the pecan pilot program to permanent status for the 2004 crop year on Sep-
tember 19, 2002. As of this date, I am informed that this will not be possible due
to the regulatory process of policy conversion to a permanent program in view of
this; I would hope we could at least implement program changes for the interim.

The Valdosta Regional Office submitted several recommendations to Kansas City
in March of this year. Some have been implemented such as the insurability of all
varieties, not just improved varieties, for the 2004 crop year. Other recommenda-
tions I respectfully request for the 2004 crop year are:

Expansion of the pilot pecan program in Alabama, Florida and South Carolina for
the 2004 crop year. Valdosta is now in the process of forwarding production data,
where available, to Kansas City. Due to limited numbers of growers in these areas,
disclosure becomes a sensitive issue.
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Add a provision for optional unit division by Farm Serial Number or by noncontig-
uous tracts, as do walnuts and apples. Currently all acreage in a county is one unit.

Revision/correction of program dates. Sales closing (11/20) is entirely too early, the
billing date is September 15, before pecans are even harvested, cancellation and ter-
mination dates are August 31, and should coincide closer with sales closing.

Elimination of the 30 percent reduction in insurance guarantee if an orchard is
sequentially thinned. Pecan experts from Auburn University, Byron, Georgia and
Tifton, Georgia have provided documentation to Kansas City that discredited this
theory. No other tree policy to my knowledge (almonds/walnuts) has this ludicrous
approach.

Added land provisions for row crops are initiated at a 50 percent increase in acre-
age while pecans acreage begins at 12.5 percent. Pecan growers feel a threshold of
a 40 percent or 200 acres would be equitable.

The Pecan Revenue Pilot Program does not allow for Direct Marketing, this
should be corrected so that Direct Marketing will be allowed provided that the
guidelines in section 10(2) are met.

Thank you again for you prompt attention to this matter. Implementation of these
changes would greatly improve the pecan program and expedite the regulatory proc-
ess for the 2005 crop year.

Sincerely,
Hilton R. Segler
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CONGRESS OF THE UNITED STATES

July 9, 2003

Dr. Keith Collins, Chairman

Federal Crop Insurance Corporation Board of Directors
1400 Independence Avenue, S.W.

Washington, DC. 20250

Dear Dr. Collins:

We are writing to urge the serious consideration by the Federal Crop Insurance
Corporation Board of Directors to expand the pecan revenue coverage insurance pro-
gram to include the top pecan producing counties. in Alabama. It is our understand-
ing that this issue will be before the Board at its meeting August 1.

In 2001, Alabama ranked seventh nationally in pecan production, with 15 million
pounds valued at $7.6 million. The leading pecan producing counties in Alabama are
Baldwin, Bullock, Covington, Lowndes, and Mobile. While we would like to see cov-
erage provided for all counties in the State with production, we recognize the uncer-
tainty introduced by the lack of production and price information available for many
of the counties with small production levels.

These producers desperately need this risk management tool, especially since
there is no Federal crop program available for pecans and currently no insurance
coverage available for these producers. Specifically, we encourage the Board to ap-
prove as many of the pecan producing counties in the State as possible, particularly
the higher production counties, for inclusion in the pecan revenue coverage insur-
ance program administered by the Risk Management Agency.

Thank you for your attention and consideration to this important matter for Ala-
bama pecan growers. Please let us know if we need to provide further information
or if you have any questions.

Sincerely,

Terry Everett, M.C.
Jo Bonner, M.C.
Mike Rogers, M.C.

NORTH CAROLINA STRAWBERRY ASSOCIATION

June 25, 2003

William Rafferty

USDA Risk Management Agency
4407 Bland Rd., Suite 160
Raleigh, NC 27607

Dear Bill:

The North Carolina Strawberry Association, speaking for all strawberry growers
in the North Carolina, strongly requests that the strawberry crop insurance pro-
gram, now operating as a pilot program in only 13 counties, be extended throughout
the State. This has been a difficult year for many growers, with multiple incidents
of devastating hail damage and widespread losses due to wet, cold weather. Many
growers who could not take advantage of the program because of the county limita-
tions would have benefited from it.

We urge that the prohibition on “written agreements” that currently exists for the
pilot program be removed so that growers in North Carolina’s 87 other counties may
participate immediately. This will not only-expand the number of growers who bene-
fit, but also greatly improve the actuarial basis of the program. Production methods
and expected yields in these counties do not differ substantially from those in near-
by pilot counties, so writing the insurance would not be a difficult extrapolation.
Yet, in the North Carolina climate, conditions and circumstances vary so much from
year to year and farm to farm that expanding the sample base will allow much more
accurate information to be gathered quickly.

We also urge that the review process for the pilot program be expedited with a
goal of expanding the program state-wide as soon as possible.

If our organization can in any way help with this process, please let me know.

Sincerely,

John Vollmer
President, NCSA



REVIEW OF CROP INSURANCE AND
COMMODITY PROGRAMS

TUESDAY, AUGUST 19, 2003

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON GENERAL FARM
COMMODITIES AND RISK MANAGEMENT,

COMMITTEE ON AGRICULTURE,
Washington, DC.

The subcommittee met, pursuant to call, at 8:40 a.m., at the Ada/
Borup High School, Ada, MN, Hon. Jerry Moran (chairman of the
subcommittee) presiding.

Present: Representatives Peterson and Larsen.

Also present: Representative Kennedy of Minnesota.

Staff present: Kelli Ludlum, subcommittee staff director; Anne
Simmons, minority professional staff; and Chandler Goule, legisla-
tive assistant to Representative Peterson.

STATEMENT OF DONALD VELLENGA, VICE MAYOR, ADA, MN

Mr. VELLENGA. I'm Don Vellenga, and as vice mayor of the city
of Ada, I welcome the congressional representatives, their staff and
the public to Ada, MN, and the Subcommittee on General Farm
Commodities and Risk Management. Mayor Jim Ellefson asked me
to extend his personal greetings. He’s away on a fun family trip.

Ada is located in northwestern Minnesota, and is in the Wild
Rice Watershed District. Our community and region have been
p}iagued by spring and summer floods during the past three dec-
ades.

During the spring of 1997, Ada was totally evacuated for 11
days; had several homes and businesses destroyed. Members of the
National Guard patrolled our community for 14 days. The city op-
erated on temporary electrical power for 14 days. The spring flood
ruined the high school, the hospital, the nursing home, and the
clinic. The Ada/Borup school operated out of temporary facilities,
church basements, fairgrounds, for over a year and a half.

Our community is extremely grateful to FEMA, the State of Min-
nesota, Republican Representative Collin Peterson, the late Sen-
ator Paul Wellstone, and Senator Rod Grams, for their efforts and
their assistance to rebuild our community.

Also, regional floods have been disastrous to area farmers in
2000 and 2002. The city is grateful to the farmers, business own-
ers, residents and organizations that have rebuilt, remodeled, and
have the vision for promoting progress in our city and our region.

Our region also recognizes the fact that Federal crop insurance
has played a beneficial factor in the majority of the area farm own-

(45)
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ers and landowners. The Federal Crop Insurance Program allows
farmers to continue working in agricultural activities even though,
through no fault of their own, a national disaster at the local or
regional level wipes out if not all of the farm income.The risks of
farming taken by individuals who have the will and the desire to
farm provide the majority of economic stimulus in most rural com-
munities. The United States needs area farmers protected from fi-
nancial disasters in order to have prosperous rural cities, counties
and States.

The national commitment to cheap food in the United States
must also take into consideration the fact that farmers must not
take all of the agricultural risks themselves in order to properly
nourish the strongest Nation on Earth.

I'd like to remind people, if you have not signed the registration
paper, please do so this morning. And now I would like to turn this
over to Representative Collin Peterson.

OPENING STATEMENT OF HON. COLLIN C. PETERSON, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF MIN-
NESOTA

Mr. PETERSON. Thank you, Don, and thank you and everyone
else in the Norman County/Ada area for your leadership in helping
us put this area back together.

I want to welcome Chairman Moran to the seventh district. We
appreciate him coming up here and listening to some of our prob-
lems. You should know that Jerry has been one of the people that’s
really worked with us on getting the disaster assistance through.
He was a leader, sometimes to the chagrin of his party, on pushing
this, and one of my big allies in getting this done, so he’s been a
very good friend to this area, even though he hasn’t been here be-
fore. He also is a leader in the rural healthcare area. He’s co-chair-
man of the rural healthcare caucus in the House, along with Earl
Pomeroy from North Dakota. Earl couldn’t be here today, wanted
to be, but he’s got other commitments, but Jerry’s really worked
with us, and in the Medicare bill this year, in the House we’ve got-
ten just about everything we’ve asked for in rural healthcare, and
we're hoping that we’re going to be able to get that through when
we go back after Labor Day.

Also want to welcome Representative Mark Kennedy, who is
from the sixth district. He’s got part of my old district, and I've got
part of his old district, in the switch that happened in the reappor-
tionment last year, but Mark has been a leader on farm policy, and
has worked with us as well on the disaster and the other issues
that are important to not only this area, but all of Minnesota.

We also have Representative Rick Larsen from the State of
Washington. We appreciate him being here today. Rick has got a
little bit different agriculture, he serves on the House Agriculture
Committee, and I believe on the subcommittee as well, and he’s
also a property owner here in the seventh district. He’s been up
here vacationing for a week with his family over at Bass Lake by
Nay-Tah-Waush, so we appreciate him taking his time to be with
us today.

And you can listen to me all the time, so I'm going to turn this
over to Chairman Moran and the other members, and we very
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much appreciate them coming here. And what we’re trying to do
here, we’re looking at the possibility of making some additional
changes to crop insurance, especially folks that have multiple-year
losses that can’t get the kind of coverage that they need at a price
that they can afford. I think Jerry has similar problems in his dis-
trict, and we’re going to see if there’s some possibility that we can
make some changes to improve that, so Chairman Moran, welcome
to the seventh district. I appreciate you being here.

OPENING STATEMENT OF HON. JERRY MORAN, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF KANSAS

Mr. MORAN. Mr. Peterson, thank you very much. I'll formally call
this subcommittee meeting to order, and I'm delighted to be in this
part of Minnesota. It is my first visit to your State. It was great
to see the rich, dark soil, and green. We are in the fourth year of
a drought at home in Kansas. I represent the western three-fourths
of the State, 69 counties. It takes a lot of geography to get one
fourth of our State’s population. We have four Members of Con-
gress.

And I am pleased to be here. This is our first field hearing of our
subcommittee. We’'ve had a number of hearings on the farm bill
and disaster payments in Washington, DC, along with crop insur-
ance issues, and we will have a series of hearings across the coun-
try in various regions, and this is our initial visit here in the upper
Midwest, the High Plains, and I'm delighted to be in Mr. Peterson’s
district. I consider him a good friend, and a very honorable Member
of Congress, someone who is a great colleague to work with on
issues that affect rural America, and so in his home district, I am
pleased to be able to say that he’s a Congressman that works very
hard on your behalf in our nation’s capital.

I'm also glad that Mr. Larsen and Mr. Kennedy can join us. This
hearing will give us the opportunity to take back to Washington
the input that you provide us today.

I have a formal opening statement that I would like to place on
the record to kind of set the stage of where we are and what we're
doing, and then we’ll begin immediately with our witnesses.

I am thankful that our witnesses are appearing before our com-
mittee today. I think we have a lot to learn from them. And I
thank Mr. Peterson, and as well as the vice mayor, the former su-
geflintlendent of this school district, and the staff of Ada/Borup High

chool.

I can tell you, when I drove into Ada this morning, and I saw
the high school, I come from a town population 1,900, very similar
to Ada, and it was like, “Wow, what a school.” I'm sorry that you
had to go through the weather problems in order to get a school
facility like this. I've also questioned people, “Why are we in Ada?”
And out of every place I've been, they say, “That’s the flood.” Any
time the word “Ada” is mentioned, they know that’s where the
flood was. And so I know you’ve had some unique problems that
crop insurance and farm programs we hope can better address, al-
though we hope those problems do not return. But we’ve had great
cooperation from Mr. Peterson and his staff, as well as the folks
here in this community, and agriculture within the State of Min-
nesota, and we’re grateful for that.
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I welcome the opportunity to hear from State and local agricul-
tural leaders in Minnesota and North Dakota as the subcommittee
holds its initial field hearing. We’re glad to be in west central Min-
nesota, hearing firsthand from producers about how the results of
the crop insurance reforms approved 3 years ago, along with the
new farm bill, have benefitted or not benefitted their operations.
Crop insurance is an increasingly important risk management tool
for farmers in almost all growing regions of the country, and this
area is no exception. Both Minnesota and North Dakota are among
the top 10 States with the highest dollar amount of crop insurance
protection. With 97 percent of eligible acres insured, North Dakota
has the highest percentage participation of any State in the coun-
try. Similarly, both the acres and level of coverage in Minnesota
have increased over the past 10 years, from 54 percent of acres in-
sured in 1994, to 81 percent acres enrolled last year.

In addition to hearing what is working well, we’re here also to
learn what might be improved to better serve the farmers in this
region, as well as their lenders and insurance agents. We know
that despite increased crop insurance incentives, expanded guaran-
teed support in the farm bill, and most recently ad hoc disaster as-
sistance, some needs remain unmet.

In the upper Midwest, as in my own district in Kansas, multi-
year losses continue be a problem which crop insurance does not
fully address. The story of premiums going up while coverage goes
down is one that I've heard frequently from my own constituents
as a result of four consecutive years of drought. Despite significant
progress, it’s still difficult for some producers in specific counties to
obtain coverage for their particular crops.

The greatest interest I continue to hear from farmers in my own
district, as well as members of this committee and Members of
Congress, is crop insurance’s availability, and providing adequate
levels of coverage to meet the producers’ needs.

After today’s hearing, I expect this subcommittee to hold addi-
tional field hearings to focus on the interests of farmers in different
regions. As we examine options to protect producers from national
disasters without ad hoc emergency spending, we will seek to ad-
dress the issues that can make the combination of crop insurance
and other farm programs a more effective risk management tool for
farmers and ranchers nationwide.

We will also hold hearings in Washington and across the country
to look at other issues of concern that may be discovered through
the testimony of our witnesses today, and during these future hear-
ings.

I welcome today’s participants, and look forward to their testi-
mony.

Mr. Larsen, any comments of an opening nature?

OPENING STATEMENT OF HON. RICK LARSEN, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF WASHINGTON

Mr. LARSEN. Just very briefly, Mr. Chairman. First, I want to
thank you for holding the hearing. I want to thank Collin Peterson
as well for hosting this, and for an opportunity to come to Ada.

And we did just finish our vacation. I spent 7 days in the back-
woods, no electricity, no running water, and I didn’t bring a suit
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with me on that trip, so I want to just address that today, and I
hope people appreciate that.

But I do want to just point out, my district is very different. We
have 180 different crops in Washington State, 120 of those are
grown in my district. Very diverse and very different from this
area, but it’s important to me to be here to learn how I can help
farmers all over the country as a member of this committee, and
that’s why I'm here today, and certainly do appreciate the oppor-
tunity to be.

Mr. MORAN. Mr. Larsen, we are grateful for you joining us, and
Mr. Larsen is a member of this subcommittee, and I think his
backwoods, wilderness approach is appropriate, and I would sug-
gest that those who have coats on, take them off.

We're also delighted to have Mr. Kennedy, a Congressman from
Minnesota, join our panel. He is not a member of this subcommit-
tee, and I'd ask unanimous consent that he be allowed to join us
at the table and question the witnesses. If there’s no objection, he
has some friends at the table, you're welcome to join us. And Mr.
Kennedy, I ask you for an opening comment.

OPENING STATEMENT OF HON. MARK KENNEDY A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF MIN-
NESOTA

Mr. KENNEDY. Well, I'd like to thank you, Mr. Chairman, for
being here, and also Collin Peterson for inviting us. I think there’s
probably no better place for us to better understand crop insurance
than right here in Ada. I've appreciated the opportunity to write
the farm bill with the two of you, and with the four of us, but as
we are in between farm bill years, it’s important for us to look at
the important programs like crop insurance.

I will say that I'm very near the home of my in-laws, as Collin
well knows, with my in-laws, parents, Stanley and Ellen Miller,
right near here in Hawley, MN; my brother-in-law’s a crop consult-
ant down in Elbow Lake; and another brother-in-law in Park Rap-
ids; so when I go home for Christmas, it’s the agriculture in this
area that I always hear about, so I'm very interested in getting a
broader perspective, understanding the needs that we have in crop
insurance.

It’s important that we have this broad regional representation
here, because one of the main things that people don’t really under-
stand, the challenge we have in Washington, is we need 218 votes
in order to get anything passed, whether crop insurance adjust-
ments or anything else, and having a broad regional representation
is critical for us to accomplish that.

I thank you, Rick Larsen, and thank you, Chairman Moran, for
joining us here in Minnesota, better representing our issues.

Mr. MORAN. Great to be with you. This is my first visit to your
State, and it’s a real delight. If nothing else, we're going to help
the economy, because my family’s also with me, and we’re going to
spend 3 days vacationing in your State.

Mr. KENNEDY. Spend lots of money.

Mr. MORAN. My family actually wanted to go to Disney World in
Florida, and I insisted that we go someplace north where the
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weather would be cool. And we’re in Minnesota, and it’s 100 de-
grees just like it is at home.

We have 12 witnesses joining us today. Our witnesses will be tes-
tifying in four panels. The first witness we will hear from today is
Commissioner Gene Hugoson, the agriculture commissioner for the
State of Minnesota. Gene, if you could come up.

Our second panel will be representing the second major commod-
ity produced in Minnesota and the Dakotas.

Our third panel consists of producers who represent general farm
interests.

And to complete our hearing this morning, we’ll focus on crop in-
surance, and we’ll hear from the respective companies and agents
who sell (inaudible) contracts. We welcome all of today’s witnesses,
and we look forward to their testimony.

Commissioner Hugoson, please begin when you’re ready. Wel-
come to our subcommittee.

STATEMENT OF GENE HUGOSON, AGRICULTURE
COMMISSIONER, STATE OF MINNESOTA

Mr. HuGosoN. Thank you, Mr. Chairman, members of the sub-
committee. It is a pleasure to be here today, and on behalf of Gov-
ernor Tim Pawlenty and the people of Minnesota, we want to wel-
come you that are from out of Minnesota to our State. Appreciate
your being here.

Chairman Moran, this isn’t, to paraphrase Dorothy, this isn’t
Kansas, but on the other hand, there’s a lot of similarities between
us besides the heat. We’ve had a good working relationship with
my counterparts in Kansas, Allie Devine, Jamie Clover-Adams, on
Karnal bunt, and issues like that. Certainly the weak economy that
is typical of your State and in this part of northern Minnesota has
resulted in us working together on a number of occasions on issues
that are certainly important, but we do appreciate your being here
to look at what’s going on. And in fact, it’s appropriate, I guess,
that you be in Ada, as you've mentioned, because I was here in 97
as well, and then you had to either come by boat or come by air.
This time at least you can drive, so that part is good.

This area has suffered a lot because of what’s gone on in the
weather, so the crop insurance issue is extremely important. Agri-
culture certainly is the lifeblood of the rural economy here in Min-
nesota. If you look at what goes on in our area, if the agricultural
economy is good, so is the economy of the whole area. 17 percent
of this State’s total economic activity comes from agriculture, and
in the rural areas, one out of every three jobs really is directly tied
to what goes on in agriculture.

And some of the challenges that we’ve had in weather, particu-
larly in this area, with rising production costs, low commodity
prices, the extremes in the weather, the crop diseases that have re-
sulted from that, have certainly presented some challenges that
have tested people’s perseverance and their ability to survive in
this kind of situation.

We have seen a lot of benefits coming from the Federal Govern-
ment, and certainly Congressman Peterson has been a champion in
terms of what needs to be done in terms of making sure that our
people are able to survive the situations that they’ve been through.
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We look at 2003, what we've received from Federal payments be-
cause of the crop disasters from the previous years, and we've re-
ceived $27.6 million into the State of Minnesota just from those
disaster payments alone. And certainly the flooding, the excessive
rainfall that’s gone on, has resulted in a lot of hardships for people
in this particular area.

The Federal Crop Insurance Program, as you've referenced, Mr.
Chairman, has been important to this area, and participation has
been high. In 2002, Minnesota farmers purchased 127,563 crop in-
surance policies from USDA’s program. We've seen 16.3 million
acres covered. We're looking at 85 percent of Minnesota’s corn acre-
age covered, 90 percent of the soybeans and wheat acreage that’s
covered, and in sugarbeets that percentage rises to 99 percent, so
it certainly is a program that we've utilized a lot, but certainly
there’s some problems that still remain.

And as has been referenced, the whole issue of multiple-year dis-
asters creates some problems for our farmers as it relates to rates,
availability, and the types of things that are important in terms of
that program staying in place. As you address this issue, we would
strongly encourage you to do whatever you can to make sure that
this type of program can be still kept in place.

You look at the issue of the disaster payments that have been
paid, and certainly the Federal Government has invested a lot of
money into disaster programs, and really, I think we need to be
looking at this idea, do we look at having both multiple disaster
payments and crop insurance, or do we, in fact, put the effort into
the crop insurance such that we put the emphasis there to encour-
age people to be using that, which they already are, but certainly
to be able to take care of those areas such as we’re in right now
where the multiple-year problems certainly have created some
problems.

It should be pointed out that the affordable Crop Insurance Pro-
gram, with adequate coverage and high participation rates, could
reduce that need for emergency disaster payments, and one of the
options that we would encourage you to look at would be the idea
of a whole-farm policy that gives producers options in addition to
the commodity-specific Crop Insurance Program.

We have been involved with the Department of Agriculture to
help in this area, too. One of the things that we’ve been involved
with is what can we do to provide risk managers training through-
out this State? And at this point we've trained 85 risk managers
that—sort of after the Certified Financial Planner Program, to be
able to be certified and provide that kind of counseling to people
throughout the State. It’s been a very successful program, we'’re
planning on continuing it, but certainly that’s something that we
can be doing at the State level.

Beyond that, though, certainly as it relates to some of the spe-
cialty crops, some of the livestock areas, we would like to see some
coverage developed in those areas as well. Let me use an example
from the dairy industry. It’s probably the oldest and most impor-
tant overall economic benefit to the whole State, and the agricul-
tural area, and the economy as a whole. It’s an $11 billion eco-
nomic engine to this State when you look at not only the produc-
tion, but also the processing, the manufacturing, all of that goes
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along with the whole industry, but because of the financial prob-
lems that dairy farmers have gone through with the fluctuating
prices, many of them have been forced out of business.

If, in fact, we can use some of the effective tools that are poten-
tially available through some kind of a risk management effort,
certainly that can help smooth out the price fluctuations and help
them manage their risk.

We are aware of a couple programs, Adjusted Gross Revenue, the
AGR Program, also the AGR-Lite, that has been tried in certain
parts of the country. We believe that these offer some opportunities
for some of the specialty crops, also for the livestock industry. We
have talked with those people that are involved with this. RMA Ad-
ministrator Ross Davidson was in the State earlier this summer.
I visited with him, and as a result of some of our discussions, Min-
nesota and Wisconsin have jointly put together an application ask-
ing to be included in their program. We're awaiting a decision on
that. We hope to be in a position to see that program offered in the
State for the 2004 crop year, and we see that as a possibility that
certainly should be used.

One other thing I would just touch on that Congress has done
that has been an enormous help for our producers in this State has
to do with the growing of specialty crops, and that was the Block
Grant Program that was put together last year. And these became
an effective delivery vehicle that have allowed each State to tailor
some of our efforts because of some of the specialty crops that exist,
and Washington was a big participant in this program, and was
able to utilize it a lot, but we were able to fund 23 various projects
in marketing, research and education, many of which took place
right here in the valley, in helping people do some things that they
wouldn’t have been able to do otherwise. And as a result, we really
strongly encourage Congress to consider repeating that program, or
continuing that program, because it’s not always an easy thing to
do when budgets are tight, but it’s been an opportunity for us to
address some of the specialty crop needs that certainly do exist.

Mr. Chairman, I just made some general comments. You're going
to hear more specifics from some of the groups that are represented
on your panels here today.

Again, we strongly thank you for your interest and your willing-
ness to be here; Congressman Peterson for his leadership in en-
couraging the hearing in this area; and I'm happy to answer any
questions you might have, or certainly as we look forward to hear-
ing from the other participants as well.

[The prepared statement of Mr. Hugoson appears at the conclu-
sion of the hearing.]

Mr. MoORAN. Commissioner, thank you very much for your testi-
mony.

Let me pose this question, and it may become a theme of mine:
Is there a way to make crop insurance work well, be an effective
tool for farmers under the circumstances of multiyear disasters, or
is ad hoc disaster the only real route to addressing the financial
needs of farmers in those circumstances? Is there a way to make
crop insurance work?

Mr. HUGOSON. Mr. Chairman, members of the subcommittee, I
think there is, but to be very frank, it may mean investing addi-
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tional funds for that to happen. But I would also submit that using
funds for disaster payments is very costly as well; and perhaps
even more difficult, it’s unpredictable. I think if in fact the Federal
Government and certainly Congress needs to be applauded for
what you did in 2000 in terms of the changes that were made to
the Federal Crop Insurance Program to help in some of the sub-
sidies that were provided for farmers to purchase the program.
Those sorts of things may be needed to extend to some of the mul-
tiple-year disaster ideas as well, so that in fact the program does
remain affordable to those folks that have suffered multiple-year
problems, and that have seen their rates increase. I think it makes
a lot more sense to put money into that portion than it does not
have that uncertainty, and people have to wonder if in fact there’s
going to be a disaster payment.

When you look at what goes on in this area, many of the lending
institutions are very nervous in terms of what’s going to be a farm-
er’s situation because of the risk that has been involved. I think it
would make it much more doable and beneficial for everyone.

Mr. MORAN. I think that’s a good point.

Predictability certainly is awfully important, and if you look at
our accomplishment this year on disaster assistance, it came way
late and less money than what one may have anticipated based
upon past experience.

I want to give you just a moment to expand upon your concept
of whole-farm policies. Do you want to tell us a little bit about
what you envision there, how that would work?

Mr. HUGOSON. Mr. Chairman, members, as Mr. Lewis mentioned
about the diversity that goes on in his district, this particular part
of the State has seen a lot of that as well, so we have a lot of farm-
ers that are very diverse in the crops that theyre growing.

When you look at what’s going on in areas of some of these spe-
cialty crops, it’s very difficult to structure a Crop Insurance Pro-
gram for a small number of people that might be growing a par-
ticular specialty crop. By having a whole-farm approach, and in the
sense that farmers are, in a sense, lumping all of their commodities
together, sharing the risk, a program developed around the idea
that a whole-farm income is being looked at as opposed to just spe-
cialty crop by specialty crop, would, in fact, I think, be more fea-
sible. It would enable some of the people that are very small in
terms of the numbers that are in the specialty crops to have some
coverage, and in that way offer some certainty for them as well. So
it’s, in essence, lumping everything together from a particular farm
operation, as opposed to doing it crop by crop.

Mr. MoORAN. Commissioner, thank you very much.

Mr. Peterson?

Mr. PETERSON. Thank you, Mr. Chairman.

I'll try to not ask too many questions, the people here hear me
all the time, and give you guys more of a chance, and I forgot dur-
ing my opening, we have State Representative Kennedy who rep-
resents this area, with us today, and I'd like to recognize him. He’s
a new member of the State legislature; doing a good job.

And commissioner, we welcome you. The commissioner has been
an outstanding advocate for agriculture, and he’s, I think, survived
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three administrations in this job now, so he’s obviously doing a
good job.

I'm just kind of following up on your question. I think the thing
that’s a problem here is that, we put in a 75 percent flood for the
disaster years when we overhauled crop insurance in 2000, but it
just is not adequate, and I know it’s going to cost more money, but
if we’re going to get away from ad hoc disaster payments, I think
we're going to have to look at that provision, and try to figure out
how to improve that. If we could get enough money to up that, I
think a lot of the pressure for the ad hoc disaster would go away.
I don’t know if we’ll ever get away from it.

In the 2000 conference committee, I was on the conference com-
mittee, we did the crop insurance, and everybody in there said
we’re not going to have any more disaster payments, and I think
we’ve had two since then. That’s been the case since I've been in
Congress, people have been talking about improving crop insurance
and not having ad hoc disasters, but it seems like we always end
up having to do something, and obviously it’s been a big benefit to
this area, so I hope that we can figure out some way to try to get
at that. I think you hit the nail on the head, that that’s the big
problem that we have.

And try to develop products with specialty crops. Since 1991 I
think I authored the first amendment to one of the agriculture bills
that went through to try to get the Risk Management Agency to
offer whole-farm policies, I think three different times I put lan-
guage in the bills, and we just haven’t really been able to get them
to move ahead on that, but I think it makes the most sense, be-
cause you spread the risk around, but the folks in the industry
seem to want to keep going back to individual crops, and I don’t
know how we can get by that, but I think it would be a good thing
if we could get whole-farm policies.

So commissioner, again, thank you for your leadership and being
here today.

Mr. MORAN. Mr. Peterson, thank you.

Mr. Larsen?

Mr. LARSEN. Commissioner, thanks for your comments. I have a
question about the whole-farm policy, because we’re, in Washington
State, looking at that, too, and we want to hear what your experi-
ence so far has been with RMA and trying to demonstrate the
value of that, so that’s sort of the first question.

The second is: In your opinion, or perhaps you have some data
on this, what does moving to whole-farm policies for some farms do
to the entire Crop Insurance Program? Does it help alleviate the
risk throughout the entire program, or is it just going to be for
those farmers that are participating in a whole-farm policy?

Mr. HUGOSON. Mr. Chairman, Mr. Lewis, I can’t answer you spe-
cifically as to that question that you've raised. Dr. David Bullock
is here from the Department, and he’s a risk management special-
ist, and he perhaps could give some information on that.

My observation would be, though, is that it’s really going to
make a difference whether a program is offered or not, because I
think if we’re going to wait for the program to be developed for
each specialty crop, it may never happen, or certainly it’s going to
be many, many years down the road. We may have a situation
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where we have only 25 to 50 producers producing a specialty crop
in the whole country, and in Minnesota there’s the turf grass in-
dustry, not a real large industry, but for certainly the northern
part of Minnesota, it’s a very important industry. Now, for a pro-
gram to be developed specifically for turf grass, it’s probably going
to be a long ways down the road in order for that to happen, and
certainly as it relates to spreading the risk out, it’s very difficult
to do. I think it’s just a matter of the whole-farm approach offers
the difference between having it or not having it, and that alone,
for me, makes it something that needs to be considered.

Mr. LARSEN. The first part of the question was your experience
so far with RMA and the reception to your proposal.

Mr. HuGOSON. Mr. Chairman, Mr. Lewis, we have had some very
good experience with RMA in the last couple years. We've had, I
think, some new receptivability from us in terms of the types of
things that we’ve had numerous meetings with our office and the
folks in St. Paul. Mr. Gleason has been out here, as well as other
folks from RMA, so I think there’s a new awareness of the need on
behalf of RMA to be involved with what’s going on in the local
areas.

I'll withhold my final answer until I see what happens on AGR
and AGR-Lite this fall, but certainly they’ve been very cooperative
and very responsive in terms of the questions we’ve had so far.

Mr. MORAN. Mr. Larsen, thank you very much.

Mr. Kennedy?

Mr. KENNEDY. Yes. Thank you, Commissioner Hugoson, for your
long service, and for your testimony here today, and all that you've
done for agriculture. And I really appreciate you bringing up AGR,
and talking about the need to really extend the benefits of crop in-
surance also to livestock, because you've been a strong advocate at
keeping livestock strong here in Minnesota, it’s ultimately the first
forum of value-added agriculture; consumes a lot of the corn and
beans and other commodities that we produce, and risk insurance
really hasn’t been extended to the same degree.

As you mentioned, AGR, the Adjusted Gross Revenue, policies
have been experimented with in several States, and you're applying
for Minnesota to be one of those that can use those policies. Has
there been anything that you’ve learned from talking with your fel-
low commissioners in other States about AGR policies that would
require them to be modified to make them useful to livestock, like
the strong dairy industry, which I lost a lot of my corn and my
beans in my new district, but I have certainly as many cows. Is
there anything that you've learned that should be modified, or that
the chairman and committee should consider to be modified, to
make it even stronger?

Mr. HUuGOSON. Mr. Chairman, Mr. Kennedy. Mr. Kennedy was
my Congressman, too, until redistricting, and now he’s moved, but
Mr. Kennedy, I think the one notable exception that we would have
to the current provision that Pennsylvania has been using is the
cap level, and it’s perhaps too low for the provision for most of our
farmers to benefit the