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Good morning, Mr. Chairman and members of the committee. I appreciate the opportunity to testify on behalf of the farm, ranch and rural members of National Farmers Union (NFU). NFU was founded in 1902 in Point, Texas, to help the family farmer address profitability issues and monopolistic practices while America was courting the Industrial Revolution. Today, NFU continues its original mission to protect and enhance the economic well-being and quality of life for family farmers, ranchers and their rural communities. 
The mission of the U.S. Department of Agriculture’s (USDA) Risk Management Agency (RMA) is to promote, support and regulate sound risk management solutions to preserve and strengthen the economic stability of America’s agricultural producers. As with many federal programs, the federal crop insurance program has room for improvements to better serve its mission. NFU members believe crop insurance and revenue coverage should never be considered a replacement for fair market prices and an adequate price support program; yet the continuation and improvement of risk management tools is necessary for producers to be successful in today’s farming environment. 

In 2008, the federal crop insurance program covered nearly $90 billion in value for more than 100 crops over 272 million farm and ranch land acres nationwide. The year’s rollercoaster weather conditions and commodity price bubble led to record amounts in claims paid to producers for the year. While there is always room for improvement, the increasing levels of participation and upward shift in coverage levels demonstrates the efficacy of the Agricultural Risk Protection Act of 2000 (ARPA).
The goal of federal crop insurance should be to provide affordable risk management coverage to farmers and ranchers to allow the continuation of reliable food production. While America’s farmers and ranchers are the best in the world, they cannot control two significant factors that impact their ability to stay in business, the weather and market prices.

Since 1989, Congress has approved 34 ad hoc disaster programs totaling more than $59 billion. Without this assistance tens of thousands of family farmers and ranchers would have gone out of business. The ad hoc disaster programs of the past provided a lifeline to many producers, but often came too late and were not tailored to meet all disaster-related losses. The 2008 Farm Bill presented an opportunity to establish a predictable and timely program for future disasters.
For many years, NFU had been calling for the inclusion of a permanent disaster program to cover the shallow losses caused by weather-related disasters, but left uncovered by existing crop insurance. The Supplemental Agricultural Disaster Assistance (SURE) program established in the 2008 Farm Bill will allow USDA to write implementation rules to prevent abuses that are too often associated with the rush to gain necessary political support for an ad hoc disaster program. As changes are contemplated to existing crop insurance programs, it will be very important for Congress to be mindful of how those changes might interact with the SURE program.
Critics of a permanent disaster program mistakenly argue that the weather-related disaster assistance will only help a small percentage of producers in a handful of disaster prone states. Nothing could be further from reality. Within the past few years it was common for more than 50-60 percent of the nation’s counties to have been declared emergency disaster areas. From cranberry producers in Massachusetts, to specialty crop growers and dairy producers in California and everywhere in between, adverse weather does not discriminate. 
To address criticism that producers sometimes rely solely on disaster assistance instead of protecting themselves from losses, the SURE program requires crop producers to carry crop insurance, purchase or enroll in catastrophic crop insurance or the Noninsured Assistance Program in order to be eligible for disaster payments. The USDA Secretary is provided the discretion to waive the crop insurance purchase requirement for limited resource, minority and/or beginning farmers. NFU is very appreciative to this committee for its support in establishing the SURE program and we look forward to working with USDA as the rules and regulations are released to ensure the program works as Congress intended. 
While some have already called for changes to the SURE program before it is even implemented, we believe that it is more prudent to first pay close attention to the rulemaking process. If any changes are contemplated, I would encourage Congress to first look at funding the program at a level closer to that contemplated when the proposal was initially introduced. As you know, during the farm bill deliberations, substantial cuts were needed in order to meet budget realities.
Crop insurance, even for those crops with the broadest coverage options, remains inadequate to address major production disasters of a multi-year nature. This is due to a combination of problems associated with the premium cost, amount of coverage, level of deductible and insurable yield. A common crop insurance complaint among farmers is the failure of coverage to account for skyrocketing production costs. As with unpredictable weather and market prices, farmers have no control over their input costs. While much attention was placed on higher commodity prices during the first half of 2008, virtually no awareness was made of similarly high input costs. Producers have suggested improvements to revenue risk management products that would account for some degree of costs of production. An option could include having policies account for regional average cost of production for the insured commodity by utilizing data collected by the National Agricultural Statistics Service, which publishes the average costs of inputs purchased by producers on a monthly basis. 

The availability and affordability of insurance coverage for all commodities, including specialty crops and livestock, remains a work in progress from a geographic, quality loss and commodity perspective. Specific issues such as prevented planting, market-based quality loss indemnities, dry-land production on irrigated fields, setting of established prices and multi-year yield declines as a result of long-term weather disasters continue to be inadequately addressed. Our members have long advocated for the development of new products that allow for protection of income during periods of low prices and/or quality losses. Producers face significant consequences to their income as a result of quality related yield and price losses. Current quality loss discounts are often inaccurate and inadequate in reflecting the marketplace. They often show no correlation to the same discounts levied by local grain elevators. RMA should be directed to rectify the quality loss adjustments, mitigate the costly delays producers face when commodities are sampled for quality and better incorporate the impact of quality losses into crop insurance products.
Declining yields as a result of consecutive years of inadequate growing conditions continues to be a major concern of producers.  With no ability to prevent yields from declining year after year, producers believe coverage is inadequate and cost prohibitive, which leads to reduced participation.  It has been three years since RMA issued separate contracts to develop solutions to this seemingly solvable problem yet no solution has been brought forward.  I urge the subcommittee to ask RMA the reason for their lack of action, and to develop a strategy to solve the problem. 
The financial capacity, stability and competitiveness of the private crop insurance sector should be reviewed and considered as future budget, policy development, program delivery and oversight and audit responsibilities are negotiated in the forthcoming Standard Reinsurance Agreement. Any review should consider the impact of changes on underwriters, agents, private re-insurers and the Federal Crop Insurance Corporation and Risk Management Agency, particularly as they relate to the issues of administration and operations expense reimbursements and underwriting gains.

Currently, not all crop insurance companies are required or incentivized to offer insurance products in all states. As a result, many producers have limited access to risk management tools that could benefit their operations. This practice is viewed by many as cherry-picking low loss ratio areas and needs to be rectified. For the few companies that do choose to operate in all states, their profitability is jeopardized or impacted negatively. To remedy this inequitable distribution of product delivery, a financial incentive could be offered to companies which provide crop insurance in all states, rather than only in states with low loss ratios.  To counter the disincentive to operate in high loss ratio states, underwriting gains could be rebalanced or a mechanism established to stabilize underwriting results in underserved/high loss states. 

The administration of a federal program such as crop insurance is difficult, complex and often mired in bureaucratic red tape. Producers have long had concerns with the lack of coordination between RMA and the Farm Service Agency (FSA). Improvements in reporting requirements, information technologies and harmonization of definitions would help alleviate red tape. Our members have further suggested the creation of a regional advisory committee, composed of producers, insurance agents and private insurance company officials, to work with RMA regional staff to establish appropriate policies, procedures and educational activities. 
In addition, more producer representation should be provided on the Federal Crop Insurance Corporation (FCIC) board of directors. Clarifying the RMA-FCIC relationship and establishing a local appeals process including conflict resolution could aid in strengthening cooperation among producers and the agency. Enhanced outreach and communication with all entities in the region and system would help improve working relationships.
In June 2007 the Government Accountability Office (GAO) offered suggestions on ways to reduce waste, fraud and abuse within federal crop insurance programs to this subcommittee. Suggestions included: 1) reducing premium subsidies to producers that repeatedly file questionable claims; 2) improving FSA field inspections; 3) recovering payments from operations that do not disclose farmers’ ownership structures; 4) strengthening oversight of insurers’ use of quality controls; and 5) issuing regulations for expanded sanction authority. With many critics of the federal crop insurance program, and farm programs in general, due diligence must be done to protect the integrity of this program and others. In achieving this goal, it is important to use common-sense solutions. 
Under RMA’s Standard Reinsurance Agreement Quality Control provisions, there is a requirement that producers who receive a claim indemnity exceeding $100,000 must provide the three most recent years of APH records for automatic review.   This process is extraordinarily time consuming, burdensome and duplicative for producers in high loss ratio areas who experience multiyear losses; indemnity payments are often delayed due to a resulting backlog of audits.  To streamline and expedite this oversight exercise, RMA should implement a records certification process for each year of audited crop records.  As such, the Approved Insurance Providers (AIP) could avoid duplicative reviews of records if a producer files a claim the following production year.  

As I mentioned at the beginning of this testimony, our members do not see crop insurance as a replacement for fair market prices. As production practices change, weather patterns remain unpredictable and market prices fluctuate, adequate risk management tools will be vital to the sustainability of family farmers and ranchers across the country. I applaud the subcommittee for its efforts to improve upon the program.
NFU looks forward to working with this subcommittee and Congress to develop viable mechanisms to enhance producer’s ability to manage the broadest possible spectrum of production risks in an affordable and prudent manner. I appreciate the opportunity to testify today and look forward to responding to any questions committee members may have.
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Biography


Roger Johnson

National Farmers Union President
Roger Johnson was elected National Farmers Union’s 14th president during the organization’s 107th anniversary convention in 2009. 
Prior to leading the family farm organization, Johnson, a third-generation family farmer from Turtle Lake, N.D., served as North Dakota Agriculture Commissioner, a position he was first elected to in 1996. While Agriculture Commissioner, Johnson served on the State Industrial Commission, the North Dakota Trade Office Advisory Board, and the State Board of Agricultural Research and Education, among many other boards and commissions.
From 2007-2008, Johnson served as president of the National Association of State Departments of Agriculture (NASDA). As NASDA president, he played a key role in crafting the 2008 Farm Bill, pressing for provisions that benefit agricultural producers, such as a permanent disaster program, ending the ban on interstate shipment of state-inspected meat, the re-balancing of loan rates for program crops and farm-based renewable energy. Johnson was chairman of NASDA’s Rural Development and Financial Security Committee from 2000 to 2007.
Johnson is a past president of the Midwestern Association of State Departments of Agriculture (MASDA), past president of the Food Export Association of the Midwest and a former chairman of the Interstate Pest Control Compact.
Johnson grew up in Farmers Union, participating in the organization’s youth programs, serving as a county president and chairman of the board of a local Farmers Union cooperative. Johnson graduated from North Dakota State University with a degree in agricultural economics.
Johnson and his wife, Anita, are the proud parents of a daughter and two sons.

