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Good morning Chairman Etheridge, Ranking Member Moran, and Members of the Committee. As previously mentioned, my name is Kathy Fowler, and I am president of the National Association of Crop Insurance Agents (NACIA).  I thank you for the opportunity to testify before this Committee, and would like to start by giving you some background on who we are and what we do, and then discuss the upcoming Farm Bill reauthorization as it relates to the crop insurance program. 

Agent Background 

NACIA is the only organization that represents the sole interest of crop insurance agents, those who are on the ground, in the fields every day, talking to farmers and delivering the program to the producers.  Our membership is comprised exclusively of agents and extends nationwide.  We are community members and small business people offering meaningful employment in rural America.  Agents are involved in community projects, school events, little league games, and lending support to FFA/4-H projects, while working with farmers on a day-to-day basis.  

As agents, we are the individuals that provide a conduit between the approved insurance providers (companies) and the insurance recipients (farmers), and work to fully implement the program, ensuring that the most appropriate product is properly utilized to maximize the benefit and usefulness of the program.  We serve as the primary line of communication between farmers and RMA, acting as a source of up-to-date information and providing education.  We strive to stay current on changes in agriculture at the grassroots level across the nation.  On a continual basis, we have thorough conversations with growers regarding every aspect of agricultural production.  

A wide variety of products are offered through the federal crop insurance program, including 21 different plans of insurance covering well over 100 crops, with the 2007 crop year extending from November 2005, through July 2007, with 23 sales closing dates during that time period.  RMA states that there are nearly 30 new insurance products under various stages of evaluation or development.  It is our job as agents to know the fine point details and differences in coverage, in order to determine the product that proves to be the best fit for each farmer’s individual operation.  We review every provision of the product with the farmer, discuss various features of the policy, and mutually determine which coverage best serves the needs of the farmer by crop and by county.  Renewals are performed each year, using the same process.  Reviews are necessary due to changes in policy procedures, crop prices, and yields, which impact the insured’s coverage and cost.  As producers change to viable alternate crops to meet the demand of the marketplace, crop insurance must become pro-active in helping growers achieve a solid risk management plan acceptable to lenders. 

In addition to introducing new products, RMA issues numerous changes to guidelines and regulations on a crop year basis to further clarify and enhance policy options.  These notices require considerable review to ensure they are implemented in the proper manner and in accordance with regulation.  We receive training, seek clarification and then provide updated communications by mail, farm meetings, agency websites, email, and personal calls to translate the regulations to farmers, playing a vital role in the proper administration of the program.   Through this endeavor, we expose farmers to new insurance products that could be more beneficial to their operation.  We also work to ensure that current insurance products are used in the most efficient, cost-effective manner.  In addition, it is part of our job to fight waste, fraud, and abuse in the program and to make certain that small farmers and those with limited resources have adequate access to participation in the program.

Crop insurance, by its very nature, is extremely different from, and more complex, than your more mainstream insurance policies.  An agent’s job is unique, requiring both in-depth knowledge of the crop insurance program and the very details of crop production, as well as each farmer’s individual operation. Farm visits are necessary to assist the producer in accurate reporting and policy regulation compliance.  This job is not something that could be accomplished directly from Washington, or even through regional government offices.  It is not something that could be administered totally online through a computer program.  An agent’s job requires personal relationships, personal knowledge, and personal expertise. Agents offer open lines of communication and availability of personnel in order to respond quickly when catastrophic events occur.     

Farm Bill Reauthorization

As this Committee considers Farm Bill reauthorization, it is important to note several things.  In this time of fiscal limitations, many have looked at the baselines of the various Farm Bill programs to see where the money is being spent.  The baseline of the crop insurance program is one of the few that have risen since the 2002 Farm Bill.  There are a multitude of programs, both new and existing, that are searching for funds.  Many will point to the crop insurance program as a source for financing, stating that it is a program that could be reformed to produce savings.  We would, however, assert that this view is extremely erroneous.  The reason the expenditures have risen from the projected levels in 2002 is that the program is successfully doing what it was created to do.  While not currently a perfect program, crop insurance is providing coverage to farmers and serves as their safety net during major crop losses.  

Crop Insurance has become a powerful tool for farmers in many ways, including for the use of record keeping for data and management purposes, allowing integration with GPS systems, and forward contracting their cash crop.  Lenders value projections when determining cash flow analysis for loans and many require coverage as collateral.  Lenders base long term land financing on the stability of crop insurance so we must act responsibly and continue to improve our existing program.  

According to RMA, in 2006, the crop insurance program distributed about 1.1 million policies, covering approximately 242 million acres with nearly 51 billion dollars in protection.  Many levels of crop insurance reach 70 to 85 percent of potential crop value, and approximately 80 percent of major program crop acreage is insured.  Crippling a program that is serving its intended purpose would not be wise, and would be extremely detrimental to our nation’s agricultural producers.  The crop insurance program needs to remain intact, as a consistent and stable program available to producers who already face considerable unpredictability in their occupation.  

Some groups have questioned gains by those administering the program over the last year as evidence that the crop insurance program is in need of reform.  We believe that it is extremely shortsighted to judge the merits of a program on a short-term basis.  What the future holds for crop production is outside the realm of knowledge. Changes in climate have had drastic consequences.  In 2007, we have already had serious freeze losses in California and the Carolinas.  Just in the past three weeks, New England states have experienced flooding, along with drought induced wildfires in Georgia.  We have forecasts of another round of hurricanes hitting US coastlines in the approaching 2007 summer. 

Were there as many comments regarding the crop insurance program as compared to complaints about FEMA and the flood response in the southern coastline?  The fact remains that a strong crop insurance program delivered by local agents allows for grower participation, with protection for a wide variety of crops.  Now is not the time to damage the system that has worked well.  The crop insurance program should remain strong and ready to assist producers presently and in the future. 

Traditionally, the crop insurance program has not been a part of the overall Farm Bill reauthorization process, excluding minor tweaks to the program.  It has been considered as separate legislation and funded separately from the Farm Bill.  It has not been subject to threats to its funding, and has not been viewed in the context of one of many agricultural programs.  We would encourage the consideration of this when contemplating changes to the program.  Do not view crop insurance as simply a minor piece in the Farm Bill puzzle, as that is not its legislative history or precedent.  We need to ensure that any decisions or changes improve our present crop insurance program and serve our farmers’ risk management needs, as opposed to simply making changes because funding is needed for new initiatives or to benefit other non-related entities.  

The crop insurance program is an extremely intricate and detailed program, with many inter-related aspects.  We would urge extreme caution and the consultation of those well versed in the program’s operations before making any adjustments.  The unintended consequences of changes to the program, even if viewed as minor, could have drastic implications to the program as a whole and lead to unforeseen negative impacts on farmers.  It may be helpful to view the program as a house of cards, which would benefit from strengthening and additional support, but could crumble if the wrong alteration were made in the wrong place.  

Proposals

There have been several proposals introduced and discussed in the context of the 2007 Farm Bill reauthorization relating to or affecting the crop insurance program in various ways.  Despite the ever-increasing involvement in the crop insurance program, calls for ad-hoc disaster relief are heard every year.  Many people believe that permanent disaster relief of some kind will be included in the 2007 Farm Bill.  If this is to be the case, we would strongly urge that it be designed in a way that includes crop insurance to be delivered through the currently established infrastructure.  Crop insurance agents are the only individuals with the on the ground knowledge, experience, and expertise for the efficient provision of a nationwide, permanent program.  

Another idea that has been proposed is revenue insurance.  We believe that revenue insurance would be costly and inefficient, and would not be a method that would adequately address what is intended – protection for farmers from significant crop loss.  By definition, insurance protects a quantitative item, not a variable by-product of transactions.  There are too many influencing factors outside the realm of management for revenue insurance to be a plausible solution to provide a sufficient safety net for those who provide our nation’s, and much of the world’s, food supply.  

While not a new idea, Premium Reduction Plan (PRP) also has potential to damage the crop insurance program.  As I previously mentioned, the crop insurance program by nature requires an in-depth personal knowledge of both the available products and the unique situations of each individual who wishes to participate.  Certainly we are not against a reduction in premium if offered equally to all farmers irrespective of carriers.  Premium reductions could be offered based on better yields thereby encouraging good farming practices and rewarding a producer who accomplishes these goals.  

We want to encourage RMA to expand and enhance the newly released Pasture, Rangeland and Forage Pilot program.  This program reaches not only farmers but for the first time ranchers and affords them a dependable risk management program.  PRF has opened up new opportunities for farmers and ranchers who have been overlooked in the past.  This product has resulted in numerous first time participants in a crop insurance program, and we encourage additional education in this sector.  Reports confirm that interest in the product has exceeded original expectations.     

Closing 

Since 1993, the federal crop insurance program has gone through major legislative overhaul and internal reform and upgrading.  Despite some problems inherent in any program, the crop insurance program has become an extremely flexible, user-friendly, affordable, and effective program, successfully fulfilling its intended purpose.  It is the premier federal safety net for agricultural producers against the hazards of weather and natural disaster.  For the 2006 crop year, the federal crop insurance program was able to rescue farmers suffering losses with more than $3.2 billion in indemnities.  This was done just as Congress intended, automatically by function of the program, without any effort or special action by Congress.  In addition, the program has consistently proven its actuarial soundness, achieving a loss ratio of less than 1.00 in 8 of the past 14 years and less than 1.06 in 13 out of the last 14 years – an average well below the statutory target of 1.075.  The federal crop insurance program is viewed as a tremendous success, both domestically and abroad.  Other nations, including Brazil, France, and Japan, have observed our crop insurance program and are attempting to develop one of their own.  

While the crop insurance program’s successes are due to Congress, RMA, insurance companies, crop insurance agents, and the farmers themselves, we would like to remind you of the unique role agents play in the provision of this program.  Agents are proud to be a supportive part of America’s agricultural safety net for farmers who provide low cost food and fiber to our nation’s consumers.  

Thank you again for the opportunity to testify, and we appreciate your continued support of this program.   

