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Chairman Boswell, Ranking Member Moran, 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 my own experience with federal crop insurance programs as a nursery grower in the State of Tennessee, as well as the views of the American Nursery & Landscape Association.  

Founded in 1876, ANLA is the national trade association of the vertically-integrated nursery and landscape, or “green” industry.  ANLA membership comprises nearly 2,000 firms that grow nursery and greenhouse plants, sell lawn and garden products, design/install/care for landscapes, and sell supplies to the industry.  The Association's grower members are estimated to produce about 75% of the nursery crops moving in domestic commerce that are destined for landscape use.  In terms of economic impact, according to a 2005 survey conducted by the University of Tennessee and the University of Florida, the vertically-integrated green industry had an estimated impact of $147.8 billion, employed 1.95 million individuals, generated $64.3 billion in labor income and provided $6.9 billion in indirect business taxes.
According to the USDA’s National Agricultural Statistics Service (NASS), the nursery and greenhouse industry remains as a growing agricultural sector in cash receipts.  The 2007 Census of Agriculture reports that nursery, greenhouse and floriculture crop sales totaled $16.6 billion in 2007, up from $14.6 billion in 2002.  Nursery and greenhouse crop production now ranks among the top five agricultural commodities in 28 states, and among the top 10 in all 50 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 protective cover of permanent or temporary greenhouses.  An estimated 50,784 farms produce nursery plants as their principal crop.  

The nursery industry very much desires an efficient, affordable and sustainable crop insurance program.  Nurseries who are engaged in the production of high-value crops, that have invested multiple years of inputs into getting plant material to market, would benefit substantially from enhancing risk management programs with viable federal crop insurance programs.  At present, the federal crop insurance program falls short of adequately 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.  Despite these challenges, federal crop insurance programs remain a valuable component of the nursery industry’s risk management practices.  

The inclusion of nursery production into disaster programs in the 2007 Farm Bill, and requirements for minimum levels of federal coverage in order to be eligible for participation, represent a significant step forward for incentivizing industry participation in federal crop insurance programs.   The industry believes that additional modifications of federal nursery crop insurance programs could increase participation rates beyond the current trend of regional appeal for buy up coverage primarily in areas that are at risk for significant natural disasters.  I would first like to offer my personal experience with federal nursery crop insurance programs, and then speak more broadly to the industry’s need for a more reliable federal risk management program.  In doing so, I thank you for the opportunity to offer thoughts on the current program, and some recommendations for improvement.

The Federal Nursery Crop Insurance Experience in Tennessee
The timing of this hearing could not be more appropriate, as this month marks the two-year anniversary of the “perfect storm” that hit the Southeastern U.S.  On Easter Sunday in 2007, I awoke and looked out of my window to see a crape myrtle that looked like it had snow on it.  Upon further investigation, the white markings were in fact ice crystal ribbons oozing out of the stems up and down the plant. 

For the 3 weeks prior to April 7, 2007, the weather had been unseasonably warm for that time of year, with highs reaching the mid 80’s for several days throughout that stretch. This weather pattern had apparently brought spring early, with meteorologists making long range forecasts indicating that average temperatures throughout the spring would fall near freezing for only a few nights.  So with plants growing aggressively in the greenhouses, and likewise in the field, many in the Tennessee nursery industry decided that the appropriate measures would need to be taken for an early spring.  We began by cutting holes in greenhouse plastic to help vent the excessive heat, and started separating the containers where plant material had begun to grow together. It was then that our worst fears were realized.

Meteorologists began reporting the possibility of an arctic blast coming through the region.  The preparations that we had started making for an early spring came to an abrupt halt, as our nursery scrambled over the next three days to push containerized plants back together.  We covered our trees and plants with frost blankets and straw to prepare for forecasted temperatures dipping into the 20s and teens.  Over two nights, and with sap flowing through our trees as the mercury plummeted into the teens, the effect that the cold weather had on our plants was the same as what happens when you put a can of cola in the freezer for too long.  The resulting “explosion” was evidenced by the splitting of the bark, and in some cases, by bark blowing completely off of several varieties of plants that we had in production.

Many plants, including our crape myrtles, boxwoods and Japanese maples, revealed the damage that the frost had done almost immediately.  It was not until several weeks later that our industry realized the full extent of the damage, as varieties that are known to be extremely hardy such as yews and arborvitae began to show signs of significant damage.  Because of their tolerance to cold, these varieties had started to grow before the less hardy plants.  This early development damaged them in such a way that the extent of the damage of these varieties was not fully understood for weeks.  

Claims were promptly submitted to insurance agents.  Almost immediately, the buzz began to grow regarding how these claims would be handled and which items would be covered by federal policies.  Members of our state association requested a meeting, which the Tennessee Nursery & Landscape Association facilitated with Risk Management Agency (RMA) officials from Washington, DC, Valdosta, GA and Jackson, MS.  Meetings were held on the evening of May 3rd and morning of May 4th at the Tennessee State University nursery research center in McMinnville, TN.  Nearly 200 growers from the region came to the meetings to get answers to their questions about their federal crop insurance policies.  The answers provided by RMA at that time, and in the subsequent months, were far from what any of us had expected.  What transpired was a clear demonstration of the lack of understanding that RMA adjusters have of nursery stock.

One example was an interpretation of eligibility for coverage for stock plants under federal nursery crop insurance policies.  In our industry, a stock plant refers to a plant that we keep for many years to cut grafts or bud wood from to produce consistent crops year after year.  However, RMA interpreted the policy pertaining to stock plants, deemed to be uninsurable, to include the seedlings that we were growing by defining them as “root stocks.” This had the practical effect of making these seedlings uninsurable.  

Next was a misunderstanding related to common nursery practices.  Nurseries will often cut a seedling right above where it was budded or grafted from a seedling that could have been two to four feet tall.  The new variety is considered established when the bud or graft breaks dormancy and starts growing, forming the new tree.  Because of the warm weather pattern in the previous three weeks, many in the industry had begun cutting the seedlings.  After the freeze, one producer, Heritage Farms in Tennessee, had an adjuster out to investigate their claim.  The adjuster noted that though the operation had clearly suffered a total loss, because the plants were not “tall enough,” they were ineligible for any payments.  This despite the fact that Heritage had explicitly purchased a policy for coverage of these seedlings.

Perhaps the most egregious interpretation was with regards to marketability.  In federal nursery crop policies, there is reference made to the marketability of plants grown for market.  During our meeting with RMA in early May 2007, a grower asked when a plant was considered unmarketable by the agency.  One RMA official cited an example using sweet potatoes, claiming that a damaged sweet potato could be converted for use as cork and marketed as something else.  And while the industry had suffered significant losses for tree material grown for commercial and residential markets during a construction and landscaping boom, the official recommended that the damaged trees were still marketable if they could be cut up and sold as door stops or something of the like.

And so the stories continued, with nursery after nursery given the run around with dozens of adjusters over the next fourteen months.  Those who covered millions of dollars worth of plant material, often buying up in the federal nursery crop insurance program, had their claims whittled down to only a few thousand dollars.  These adjusters would offer a different opinion, sometimes multiple opinions on a daily basis, until the producer became frustrated enough to simply settle and attempt to move on.

Admittedly, I did not carry federal crop insurance on our farm for several years.  That changed in 2003 when a violent hail storm damaged about 70 acres of nursery stock.  When we were able to salvage less than 5 percent of the plants after that hail storm, we purchased a federal crop insurance policy as part of our nursery’s risk management plan.  However, after the Easter freeze of 2007 which constituted one of the largest natural disasters to hit our region, and after seeing firsthand how the insurance really worked for nursery farms, I decided not to renew our policy.  We desperately need a nursery crop insurance policy that works for our industry.  But it cannot be a one-size-fits-all policy as with other agricultural commodities because of the diversity in the products we produce and the uniqueness of our production systems.
A Continued Need for Nursery Crop Insurance Reform
Since July 2003, when ANLA Legislative Policy Committee Chairman and Virginia State Senator John Watkins testified to this Subcommittee on the need for nursery crop insurance reform, we have seen incremental and meaningful progress towards making the program more workable for the industry.  The successes have included:

· Utilizing a grower's wholesale price list as the basis for coverage valuation based upon proof of market.  Now, a grower who buys up may use their own price lists, while those who purchase only a CAT policy are limited to RMA’s price list;

· Coverage for plants grown in smaller than three-inch containers;

· Having field grown and containerized plants treated as separate crops;

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

Though progress since 2003 has been made, a number of recommendations made by State Sen. Watkins remain very much needed by the industry.  Many of these recommendations underscore the unique challenges of applying federal crop insurance policies designed primarily for applications in traditional row crop agriculture to the unique practices and circumstances that are common in nursery production.  We believe the adoption of these policies would dramatically enhance the benefit and marketability of federal crop insurance programs to nursery growers.  In addition, we believe participation in the program would greatly increase if these recommendations were enacted, especially given current economic conditions.

· Nursery participation in the federal crop insurance 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 educational outreach.  While the industry collaborates with RMA on grower outreach, a small amount of funding or the creation of a marketing pilot program would be helpful in supporting this effort.

· Under the catastrophic disaster coverage, the "50% 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.  

· Under the current program, growers must purchase separate policies to cover separate fields in adjacent counties.  There should be some reasonable way to insure an entire nursery grower operation on one policy.  

· 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 holding.

· Pursue continuity on how insurance rates are calculated.  For example, in 2003, Georgia's rates were .039 with a 0 loss ratio while North Carolina's rates were .033 with a loss ratio of 7.4.
· 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.  RMA adjusters need significant education with regards to nursery crops and production.

· 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 indistinguishable.  Christmas trees as a commodity should be covered under RMA policies and be treated like similar nursery crops.

· For growers in tropical or subtropical regions, restrict the peril of excess rain to damage incurred in conjunction with a “named” tropical cyclone or a rain event that causes an area to be declared a disaster by the President of the United States or the Secretary of USDA.

· There is 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.  

· 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 completed.  Coupled with the short shelf life of our products and our condensed selling seasons, quarantine restrictions with or without mandated crop destruction pose unanticipated hardships and losses for growers.  Currently, nursery growers under current or expected federal quarantine actions with federal crop insurance are yet without recourse in many parts of the country.
Emerging Issues for Current Program Participants

Recently, two emerging issues have developed that have been problematic for nursery growers that currently participate in the federal crop insurance program.  The first is with regards to program eligibility and the second regards the omission of plants from the RMA price list.
Program Eligibility - Interpretation of “Wholesale Sales”

Nursery growers, including those with landscape divisions, are eligible for crop insurance provided: (1) at least 50% of their gross sales are from wholesale (not retail) sales; (2) their plants' wholesale prices can be documented; and, (3) plants are provided to commercial users, governmental or other end-users.  Presently, there is ongoing debate/ambiguity within RMA as to what constitutes a nursery grower's "wholesale sales."  We believe plant sales to home builders or developers are sales to end-users.  Such needs to be recognized by RMA as wholesale sales, so as to fall squarely in the definition of "nursery grower."  This continuing issue is causing some nursery growers to lose eligibility to purchase crop insurance.

The industry recommends a clarification that plant sales to homebuilders or developers are fully recognized as wholesale sales and, as such, fall within the RMA’s definition of “nursery grower.”

Omission of Plants from RMA Price List

Beginning with the 2008 crop year, nursery growers were penalized at time of claim if not all plants grown are shown on their price lists.  Though RMA will not cover "omitted plants" for insurance purposes, RMA does include the value of these plants when calculating the penalty for under-reporting inventory.  This is double-jeopardy.  Frankly, we cannot cite an example of any other type of insurance in which such a practice is allowed.

The industry recognizes when one size of a plant is listed in a grower's wholesale price list, then other sizes of the same plants may be covered via the Special Provisions of the crop insurance policy.  We further recognize the policy's Special Provisions allow for use of supplemental lists.  These lists are supposed to be provided by the grower when adding new plants into production.  However, there are a variety of instances when this does not happen.  For example, there are times when there is no intention to sell newly added plants until a future date once they become marketable; or, a grower may be contracted to grow certain plants for another individual grower.  In these instances, such plants would never show up on the grower's wholesale price list because they are not for sale to the general industry.

This issue of omitted plants is creating genuine problems for nursery growers who either are: (1) never advised or made aware by their agents of the need to submit supplemental lists; or, (2) inadvertently forgot or unintentionally neglect to provide supplemental lists.  Since plants added by supplemental lists or price addenda have 30-day wait periods before coverage kicks in, no purchase receipts should be required unless fraud is suspected.  

The industry recommends if a grower's plants are not found on any price or supplemental lists at time of claim, then RMA should allow for purchase receipts as proof of ownership to be presented so such plants are not considered "omitted plants."  In addition, we recommend RMA remove the "omitted plants" provision from the Special Provisions, and that the agency not insert it into the basic policy provisions.

Conclusion
Thank you, Mr. Chairman and Members of the Subcommittee, for your attention and interest in ensuring a viable crop insurance program for the American nursery industry.  We are grateful for the interest and support of Congress in this matter.  I would be happy to respond to any questions you may have.  
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