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Mr. Chairman, we appreciate your efforts to review the crop insurance program.  Crop insurance is a difficult issue for a farm organization representing producers of program crops, fruits, vegetables, aquaculture and livestock from all 50 states and Puerto Rico.  Producers from different regions of the country and those producing different commodities have vastly differing views on the viability and benefits of the program.  That is borne out by our policy which is one of the longest and most varied policies contained in our policy book.  Policies include (a) support for insurance for dark tobacco in barns; (b) support for distinguishing between dry land and irrigated land; (c) opposition to reducing a producer’s Actual Production History (APH) in areas under disaster declaration; (d) opposition to the restriction on crop insurance related to livestock grazing; and (e) transitioning the sweet potato pilot program to a nationwide program.  
One of the few things all producers can agree on is the desire to have a viable risk management tool that would allow them to make sound economic decisions to protect their operation.  

In your invitation to participate in this hearing, you posed the question about the effectiveness of the program.  In general, it is working well.  Participation in the program hovers at about 80 percent of eligible acres.  In addition, about 85 percent of the insured acreage is now covered by a buy-up policy rather than simply a catastrophic policy.  Our farmers and ranchers are annually provided more than $90 billion in risk management protection -- up from $31 billion in protection just ten years ago.  Another important change worth mentioning is revenue products.  They are quite popular with our members.  In 2008, revenue products were responsible for 80 percent of the total premium, 78 percent of total subsidies and 85 percent of indemnity payments.
The crop insurance program has changed fairly significantly since it was reformed in 2000.  Prior to that time, much of our efforts centered on (1) increasing the number of commodities eligible for the program; (2) increasing farmer premium subsidies so more producers could afford the coverage; (3) moving towards additional revenue insurance programs; (4) providing for “good experience” premium discounts; (5) increasing subsidy levels at the higher coverage levels to ensure those suffering from shallow losses on a fairly regular basis can still afford the premiums; and (6) making alterations to the program so that it could better respond to multi-year disasters.
In the past eight years, significant progress has been made on the first of those priorities.  That is not to say we don’t still desire coverage for more commodities in more localities – especially for fruit and vegetable producers or that we wouldn’t like a higher premium subsidy, but significant progress has been made on several fronts.
The issue of shallow losses continues to be troublesome.  The safety net works fairly well if you have almost a total crop loss.  In that event, a producer doesn’t have harvest expenses and crop insurance covers the majority of the loss.  In some instances, ad hoc disaster assistance kicks in to make up much of the rest of the loss.  However, it doesn’t work as well for those producers who lose 25 to 30 percent of their yields for three or four years in a row.  Most growers purchase coverage at the 65 percent to 75 percent coverage levels.  This means they must lose about a third of their yield before they receive crop insurance indemnities.  If you recoup a five percent loss, you have probably only paid off the crop insurance premium.  To add insult to injury, the grower’s APH will be reduced during this time and the premium often increases even though the farmer receives less coverage.  

In late 2005, USDA published the “Combo Rule” which would combine the existing APH, Crop Revenue Coverage (CRC), Income Protection (IP), Indexed Income Protection (IIP) and Revenue Assurance (RA) plans of insurance into one consolidated plan of insurance.  The final rule was to be effective for the 2008 crop year, but is now scheduled for 2011.  It still is not in place and should be kept on the front burner at the department for implementation as soon as possible.  The crop insurance program is indeed complex.  The products named have very similar features.  If combined, the nearly duplicate policies would reduce producer confusion.  

In 2006, USDA developed programs for pasture, rangeland, forage and hay to provide a safety net for farmers who face drought conditions.   There are two programs -- the Rainfall Index program and the Vegetation Index program.  Both use indexes and grids that are smaller than counties to determine expected losses. The Rainfall Index program is based on accumulated rainfall and the Vegetation Index program relies on satellite images to measure departures from expected losses in a given grid area. 

While the programs were expanded in January so the rainfall index is available in 10 states and the vegetation index in 13 states, we are encouraging the Department to prioritize the program’s expansion to more areas around the country.  The development of a livestock program will help expand the viability of the crop insurance program since more than half of all farms are livestock farms.

Lastly, we urge Congress to continue to push the department to complete the Comprehensive Information Management System (CIMS) project.  CIMS is a system of computer programs and databases to be used in administering the Federal Crop Insurance Corporation, (FCIC) and the Farm Service Agency (FSA) programs. CIMS contains producer, program, and land information collected by FSA, RMA and approved insurance providers from participating customers. CIMS acts as a repository of data and also combines and reconciles data in such a manner so it can be used by FCIC and FSA.

There are several reasons why producers are interested in seeing various governmental agencies reconcile commonly used data.  First, it would reduce duplicate efforts required both by producers and governmental office personnel.  Reducing the workload of federal employees by eliminating duplicate efforts would demonstrate efficient use of taxpayer money.  In addition, reconciling data between FSA and FCIC would help guard against fraud and abuse.  Farmers feel very strongly about maintaining their well-deserved image of being considered good stewards with high integrity.
Mr. Chairman, we thank you for the opportunity to testify today.
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