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SECRETARY VENEMAN: [In progress.]"It was a very busy August, with lots of important issues. I, personally, traveled to several states to discuss a number of issues with farmers and farm groups, including the farm bill, the drought, trade, and economic issues.

"We've, also, as you know, have had a very, very busy summer with regard to our forest fires. It's been one of the most devastating ever, in terms of forest fires, this year.

"We have made several farm bill implementation announcements, and we continue to move forward quickly and expeditiously to get this job done. We announce sign-up and payment dates for program crops and dairy. We've announced $700 million in economic development grants for rural America. We've announced the peanut program and sugar provisions. We've announced EQIP funding allocations.

"We've been engaged in doing extensive training of USDA personnel to implement this new farm bill because there are so many new and different provisions, and we've continued to provide detail and program information to farmers, particularly through our website and through these kinds of broadcasts. So I would encourage all of you to continue to utilize our broadcasts and our website for information regarding the ongoing farm bill's implementation decisions. Your FSA offices are also a very good source of information. In addition, during August, I attended the Economic Forum with President Bush and participated in the breakout session, one of eight with Ambassador Zoellick, which focused on trade issues. We had a number of farmers, and farm groups and food processors represented in that group, as well as in other places during the Economic Forum, and it was a very exciting and successful forum that I think focused a lot of attention on issues that are very important to our economy.

"We also continued to use a number of USDA authorities to assist with drought relief and doing everything that we can to help the producers that are most in need, and I'll talk a little bit about this and some of these other issues as we go forward.

"The President also announced the Healthy Forests Initiative. We saw Trade Promotion Authority signed by the President in August. We just got new trade numbers for food and agriculture, and exports are now anticipated to be $57.5 billion next year, which is up $4 billion from 2002 numbers.
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"We were successful in resolving the poultry dispute with Russia, and we're optimistic that this will enable us to continue to trade in this very important market. As you know, and as I've said several times before, poultry is our most important export to Russia.

"On Friday, I also released a statement of concern about the desperate situation in Southern Africa and the fact that nearly 13 million people are on the brink of starvation, and we have shipped, the U.S. has shipped, nearly a half a million tons of food to the region and to countries. There are now certain countries and organizations that have spread misinformation that the food should not be consumed because it's a product of biotechnology.

"The U.S. currently supplies more than half of the world's food assistance, and we think it's time for other countries to respond to the need, especially now with such a dire situation in Southern Africa. The food that we shipped to Southern Africa is perfectly safe, and we think it is time not to debate the issue of biotechnology, but it's the time to feed starving people. That is an issue that's also been discussed, obviously, at the Johannesburg Summit that's ongoing now in South Africa, and it's actually received a considerable amount of attention.

"Our Deputy Secretary Jim Moseley has been participating, along with several other USDA people, in that summit, and Secretary Powell will be leaving--I think left yesterday--to lead the U.S. delegation in the final days of the summit.

"As we look toward the fall agenda, I think we can--we hope that we can work in a bipartisan manner to accomplish some very important priorities.

"First, following up on the President's Economic Forum, the Congress needs to act quickly on the President's economic agenda. The President talked a lot about this during the August recess. In particular, in numerous forums in which he participated, including the Economic Forum, including the meeting that I participated with farmers and ranchers at the Iowa State Fair, he talks about the need to make his tax cuts permanent, to help the economy, and he particularly talked about the importance of making the elimination of the death tax permanent, and he talks about the importance of that to farmers and ranchers, and I know so many of the farmers and ranchers out there really feel that this is a very, very important tool that the Congress needs to deal with.

"On economic growth, USDA also continues to do its part to help families and communities around rural America to create jobs and spark economic investment. So today we are pleased to announce $3.1 million in rural economic development grants for 24 states as part of the Bush administration's continued commitment to bolster rural communities. These resources will assist more than 450 businesses and create or save nearly 3,000 jobs.

"Another issue that Congress needs to deal with very quickly is the Homeland Security Department legislation. It's important, and a priority of the President, to get this work to create a Homeland Security Department done as quickly as possible. There will be, I understand, seven hours of debate scheduled today in the Senate to debate this very important proposal.

"It is a critical time in our nation's history. We've faced a very challenging time during the past year, but much work remains to be done, and the President needs to have the capability to organize and manage this new federal department to best protect our nation and our citizens from potential threats.
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"The legislation supported by the administration would do just that, and it would also do a better job to protect our food and agriculture sector by consolidating the border inspection system. So it's important that the Senate follow the House and move forward to send the President a good bill.

"As you know, both Secretary Norton and I were with the President when he announced the Healthy Forests Initiative just a couple of weeks ago just outside of Bedford, Oregon. This legislation is very important to protect our precious land and to prevent the type of devastating forest fires that we've experienced this year. This has been one of the worst fire seasons in history, and we need to proactively manage our national forests and the communities within and around them.

"I will be testifying on this issue in front of the House Resources Committee on Thursday along with Secretary Norton and several of our Under Secretaries and people who are involved in this issue.

"Another priority of the President is to secure the passage of energy legislation so that it can be signed by the President. As you know, agriculture is very reliant on energy, and last year the President laid out a national energy policy, the first in nearly half a century. It is time that Congress act, and the administration's bill would do more to invest in renewable fuels, such as bio, diesel and ethanol.

"As you know, the President has expressed support for the renewable fuel standard in the Senate version of the energy bill, and this, it is estimated, would lead to a doubling of corn used for ethanol production. In August, USDA released a study, also, showing the effectiveness and the efficiency of ethanol. So we're strongly urging that Congress pass an energy bill quickly to help farmers and to help our nation overall in the long term.

"I might also note that the Congress has before it all 13 appropriations bills to be passed before it goes out for recess, now projected to be around the 3rd or 4th of October.

"We continue here at USDA to carefully monitor the drought situation. We're doing everything we can to assist. We're expediting emergency disaster declarations, making loans available to producers. As of Friday, 11 entire states have received disaster designations. In total, 1,470 counties have received disaster designations this year. Some 22 states have been designated eligible for emergency haying and grazing assistance. On October 16th, we also extended that emergency haying and grazing on CRP acres through November 30th, 2002. It had been set to expire on the 31st of August.

"On Friday, we began sign-up for the feed assistance program that's made $150 million available for cow and calf operations in four states. I think we discussed that on our last broadcast, and we had yet to work out the details, but I can now report that sign-up has begun. Approximately, 80 percent of cropland is covered by crop insurance. This is up significantly from just a few years ago. The livestock producers particularly have suffered this year. They don't have the same risk-management tools available, as many of the crop producers do, and many of the crop insurance tools are not available, although we do hope to find ways to expand such tools, risk management tools in the future.
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 USDA continues to look for innovative programs. We continue to use disaster assistance and crop insurance to help with the people affected by the drought. Several proposals have been introduced in the Congress to provide additional assistance during these difficult times.

"The administration has been clear. While we support additional assistance, it should be provided in a responsible way; that is, it should be provided through budget offsets, it should not break the budget, and we must help those producers that are most in need and who do not have access to other risk-management tools. We look forward to working, in a bipartisan manner, with Congress on this issue as it returns from recess.

"That provides a summary of some of the key issues that we're following as Congress returns, and again we hope to work in a bipartisan manner to move forward on these and other issues to help America's farmers and ranchers, to help our forests, to help our rural communities and all of the other constituencies that we serve here at USDA.

"Now on to farm bill implementation. Our USDA employees continue to be a sense of pride for those of us at USDA because they work so hard to implement all of the provisions of the farm bill. Let me once again point out the complexity of this new farm bill. It is one of the most complicated jobs, in the amount of time that we have to do, that we've ever been delivered, in terms of the timing of a farm bill and it applying to the current crop year. It's an intense of amount of work that needs to beyond a reasonable doubt done in order to get the benefits to producers in the most efficient and effective manner. 

"We appreciate the patience of all of the farmer and ranchers that benefit from these programs and the cooperation that you have all given with county office staff and getting everyone signed up for the program. Be assured we are moving quickly to address all of the issues. We are moving forward, and today I'm pleased to announce progress on two more farm bill implementation issues. 

"I want to quickly provide you with an overview of those issues, and then Under Secretary Penn will further explain what we are announcing. 

"First, we are announcing the guidelines on proven yields and what will be needed to establish updated yields for farmers and ranchers. In general, producers who wish to establish or update yields must have actual verifiable production evidence such as weight tickets, loan deficiency payments, crop insurance appraisals or sales records. 

"This approach does work with the vast majority of producers, but there are some crops that are harvested or utilized in a way that does not result in the kind of tangible records that can measure production, including crops that were grazed or harvested as silage or hay or fed on the farm. 

"In these situations, USDA is announcing that previous LDPs on record at the county office may be used to establish farm yields. When LDPs are not available, but crop insurance records or other FSA records indicate the crop was grazed, harvested as silage or hay or fed on the farm, then FSA may assign a yield based on the actual grain yield for three similar farms. 

"Again, let me direct everyone to the website for the most current authoritative information on the farm bill implementation, www.usda.gov/farmbill--one word.
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We are also pleased to announce today that the program provisions for the new loan rate program for pulses are being released This is a new program, and because of the nature of the crops and the manner in which they were marketed, developing regulations proved to be a difficult task.

 So, again, we've been making good progress on the farm bill implementation, and I now would like to turn this over to Under Secretary Penn to further explain the announcements and the farm bill progress." 

UNDER SECRETARY PENN: "Thank you, Secretary Veneman. I will add just a bit more detail on especially the updating yields provision, since that has been a source of some confusion, and I think we'd like to clarify that as much as we can here today. The announcement that is being made indicates that producers can update their yields, those who have updated their base acres for countercyclical payments, and oilseed producers also may establish a yield for direct and countercyclical payments. Now, as Secretary Veneman indicated, 90 percent or so of all of the producers will have actual verifiable production evidence, and this is not a problem at all, but for those crops that are harvested, or utilized in a way that doesn't produce tangible records of measurable production, then we have to take some alternative measures, and this includes crops that are grazed, harvested as hay or silage or fed on the farm. 

"As Secretary Veneman said, in these situations, previous LDPs on record at the county office can be used to establish farm yields. Then, when LDPs are not available, FSA may assign a yield based on the actual grain yields from three similar farms, and then in the very few of the cases where producers cannot meet any of these requirements or they have experienced abnormally low yields, then 75 percent of the county average yield will be used and specified in the new farm bill. 

"Now another point of some confusion that I'd like to clarify is that producers selecting the yield update option will need to detail the sources, the sources of the production evidence at their county FSA offices. The actual documentation does not have to be produced at the time the option is selected, but the production evidence would have to be provided at a subsequent time if it's required under spot check procedures. 

"Now producers that reported yields for crop insurance purposes, of course, must report the same yields for the direct and countercyclical program, but they do not have to provide the Service Center with production evidence at time of sign-up, but would also be required to do so subsequently if subjected to spot checks. Local offices will begin accepting yield updates in two weeks' time, the middle of this month, and beginning October 1st, producers can apply for the direct and countercyclical payment program. 

"Now, as the Secretary said, we announced today the 2002 loan rates for pulses. The lentil rate is $11.94 per hundredweight. That will apply to all counties in the United States because there's very little variation in lentil prices throughout the producing region. The small chickpea loan rate is $7.56 per hundredweight. This also will apply nationwide due to uniform pricing patterns across the country. "Now the national dry pea loan rate will be $6.33. Now there clearly are very diverse markets for dry peas across primary production areas, but we found the supporting price data to be very thin, and we intend to, in the coming months, try to develop new and better information. We want to also meet with all of the stakeholders on this issue and to try to develop a more appropriate regional loan rate structure for 2003. 
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provisions for peanuts and sugar, two major steps forward we think. The peanut program, as everyone knows, was very substantially changed from over six decades, and it basically moved peanuts to a marketing loan program such as that used for the other crops. 

"So the national average loan rate was established by the law at $355 a ton, and we specified rates for the four major types of peanuts. Because of the former program and its marketing structure, there is no widely reported cash price for peanuts, as there is for other crops, so this requires that USDA establish a price. So peanuts can now be marketed freely, and it's going to take some time for prices to fully reflect the new market structure. 

"So, in this interim period, every Tuesday afternoon, USDA will report a national posted price, which will determine loan repayment amounts when the price is below the loan rate, and this national posted price will reflect all sales for all uses, both domestic and foreign. 

"And also we announced last week that because of the large quantity of peanuts that remain in storage during this transition period, we've extended the export disposition date to March 28 of next year, when all exports of the 2001 crop must be completed, and after October 31st of this year, USDA will assume the oversight role for making sure that those peanuts go to their intended destinations off-shore. 

"And the sugar program required that we establish marketing allotments for both beet and cane sugar, and we announced that last week. The farm bill requires that we set these allotments so that no sugar is forfeited under the program and that the overall program can be operated at no net cost to taxpayers. 

"Well, various market uncertainties, such as changes in consumption, which has been trended downward in recent years, changes in imports in 2001 crop sugar carryover not subject to allotment, are also factored into our estimate of reasonable ending sugar stock. So the overall allot quantity that was announced is 7.7 million tons. This is for the 2002 crop year. That's 4.185 million short tons for beet sugar and 3.515 million for cane. 

"Now USDA intends to very closely monitor all of these program variables, all of the places where there are considerable uncertainties, and we will make appropriate adjustments to the overall allotment quantity as necessary, and we would expect that by January 1 of next year that much of the uncertainty should be removed, and we will look at the adjustment process at that time. 

"And, finally, tomorrow we'll hold a public hearing here in the Department regarding these decisions on the sugar program, and we know that a large segment of the industry is going to participate. We look forward to hearing their comments on the overall structure and implementation. So that is my update, Secretary Veneman. Thank you." 

SECRETARY VENEMAN: "Thank you. I think we can now turn it over to Alisa to call for the questions" 

USDA MODERATOR: "Great. Thank you, Secretary Veneman. First up is Roger Runningen with Bloomberg News, followed by Phil Brasher with the Des Moines Register. 

QUESTION: Thank you, Alisa. Are you hearing me okay? 
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USDA MODERATOR: Yes, we are, Roger. Go ahead.

QUESTION: Thank you. Madam Secretary, hog futures are down 50 percent this year. What is the administration doing about it beyond the routine purchases for the school lunch program? And I have a follow-up. 

SECRETARY VENEMAN: "I'm going to ask Dr. Collins to answer this question." 

MR. COLLINS: Well, let me just characterize the decline in hog futures. It is true we've seen quite a drop in hog prices this year. Last week, hog prices for the week averaged about $25 a one hundredweight. That was the first week this year that we killed two million head. Whenever we get up to killing two million head a week that does put a lot of downward pressure on prices. However, the Department has not been expecting a collapse in hog prices the way we saw it in 1998. We still are looking for an average price in the fourth quarter--[Tape change.] 

MR. COLLINS: --now, we're continuing to monitor the market situation and we are continuing the kinds of purchases that you mentioned for our food assistance programs, and that's primarily the focus of our effort at the moment. 

MR. RUNNINGEN: And to follow up, then, just to make sure I'm clear, the USDA plans no increases beyond the normal roughly 34-35 million pounds for the school year, at least as of now? 

SECRETARY VENEMAN: "I don't think we can definitively address how much we're purchasing of any specific commodity for school lunches this year. I think it's premature to do that. I might also add, though, as we talked about several times--I mean, we've seen overall livestock and poultry prices down somewhat, partly because of the Russian poultry ban; we've seen, you know, beef coming to market, and so that's pressed--to some extent, it's pressed all of the livestock and poultry prices down. And we're seeing some recovery, I believe, and hopefully, we'll see more in the future." 

MR. COLLINS: I think any poultry that supports that contract will be a help as well. Helping to resolve the Russian situation is going to help the hog market as well, because that meat has backed up into the U.S. market and was part of the problem for the across-the-board weakness we've seen in these prices. 

USDA MODERATOR: Thank you. Next we have Phil Brasher with the Des Moines Register, followed by Dan Looker with Successful Farming. Go ahead, Phil. 

MR. BRASHER: Madame Secretary, you said that--reiterated today that the administration would insist on budget offsets to pay for any disaster assistance. As you know, the Department has sharply lowered its forecast of net farm income, in large part because of declining LDPs, declining government payments. Would you all count those lower forecast LDPs as an adequate offset for disaster assistance? 

SECRETARY VENEMAN: "Well, I think it's not really a question of what we count as an offset; it's really a question of what CBO and OMB count. And that's still an uncertainty as we look toward the various bills that are pending in Congress. We don't know how CBO would score such a savings, given the increase in the projected prices.
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"But I think it's important to reiterate again that this administration is doing absolutely everything we can under existing authorities to provide assistance. Again, disaster declarations, allowing farmers to access low-interest loans, the Feed Assistance Program, CRP haying and grazing, and we've extended that until--clear through November, and we're continuing to look at every innovative way we can. We're also assessing, as I indicated previously, the number of--the amount of cropland that's covered by crop insurance. And we are very pleased that most of the cropland in this country now is, you know, benefiting from crop insurance, and that's primarily from what the Congress passed and the administration implemented from the 2002 crop insurance. So that' really helping many of these farmers who were impacted by the draught to have the kind of risk management tools that are of assistance". 

USDA MODERATOR: Next up we have Dan Looker with Successful Farming. He will be followed by Ed Slusarczyk. Go ahead, Dan. 

MR. LOOKER: Thank you very much. Thanks to Secretary Veneman and Under Secretary J.B. Penn for answering part of my question--I had wondered how you planned to deal with the requirement for records for updating yields. I just had a couple of more questions about that topic. How will the three similar farms or ranches be chosen in a county? If a particular farm does not have adequate records, will the Farm Service Agency county committees have a role in that process. And two, this might be for Keith Collins, do you have an estimate on what the increased cost might be because of this change in updating yields? 

UNDER SECRETARY PENN: Well, let me respond to the first part of the question. I don't know all of those details. I do know that we've envisioned that the county committees have a big role in this because they're the people that are on the ground and they're very familiar with all of the local conditions and they want to do what's right for all of the farmers in a particular county. But I would recommend to everyone to, as Secretary Veneman suggested, look at the FSA website, the Q&A section. And as soon as we hear questions like this, we immediately get answers and we put them in the Q&As there. So today's announcements will be reflected there--if they aren't already, very shortly. So I would just advise everybody to look, because answers to questions like yours turn up there probably quicker than anywhere else right now. Keith? 

DR. COLLINS: Regarding the cost, I don't think we're talking about much difference at all. It may have been at the time the farm bill was passed that some were thinking that for, say, for grazed wheat and silage we were going to be assigning 75 percent of the county average yield, but that's not what our thought was. I think what we were trying to get at was the normal yield, the right yield, and I think that's what this decision says. And therefore, I hadn't really put a score on this. It would be very, very small if I tried to do it. 

SECRETARY VENEMAN: "And again, I would encourage all of the listeners to, really, continue to look at our USDA website, because we are trying to continually update that to accommodate these kinds of questions." 

USDA MODERATOR: Next we have Ed Slusarczyk with Ag Radio Network in New York. He will be followed by Matt Kaye with the Burns Bureau. Go ahead, Ed. 

MR. SLUSARCZYK: Okay, thank you very much. I hope this question doesn't sound hostile, but I'm going to reflect what thousands of farmers have told me in the last several months. The USDA is not their friend. Fruit farmers are saying it in Pennsylvania and New York, dairy farmers are saying it in New York, New England, Pennsylvania, and New Jersey, all the way down to Virginia. 
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Even politicians who have lock-stepped with the administration, Republican leaders in the farm field, are saying the USDA is letting us down. They're talking about the millions of dollars appropriated two years ago by Congress to the apple farmers--while they go broke right now, nobody's getting a check. And dry milk, butter, and cheese is piling up. And they're trying to buy it in Asia or Latin America, and the USDA is not working with farm milk exporter to sell it to them. And we have the programs there and the money there. Where are the people to do this? Well, you know, a lot of people around the Northeast are asking their Congressmen and Senators to go into the Congress and have committee oversight hearings to review the USDA agriculture farm bill implementation decisions and why they haven't helped farmers as Congress intended them to do. What's the problem? 

UNDER SECRETARY PENN: I would hate to hear when you had a hostile question, Ed. 

SECRETARY VENEMAN: "Well, I'm disappointed, actually, to hear that you think that USDA is not the farmer's friend, because I think it's just the opposite. And I think that we're doing everything we can to implement this farm bill as expeditiously as possible. As you know, the farm bill actually has an additional apple payment. There was apple assistance, as you say, two years ago, and this farm bill has an additional apple assistance payment to provide even further assistance for apple producers, and we are getting that implemented as we speak. So certainly, we are doing everything we can. 

"I mean, I know in Pennsylvania we've continued to work with the fruit growers also on plum plots. We continue to work with fruit growers throughout the country in purchases for school lunch. We continue to work on implementing the dairy provisions in this farm bill as quickly as possible. As you know, this is the only provision of the farm bill where there will be a retroactive payment for any producers--and that is in the dairy--and that was primarily to accommodate many of the concerns of the Northeast who are no longer under the compact but now have this dairy assistance program. We are seeing our milk export market increase, but I agree with you that we need to continue to look for opportunities in that regard. 

"When I was Secretary of Agriculture in California, I took a couple of trade missions to Asia. And I always took dairy producers with me and they were always very surprised to see the amount of milk and milk products that are consumed around Asia and the other parts of the world. And I think it's very important for us to focus on the opportunities for one of the most productive sectors in our agriculture, and that is dairy, to participate in these programs and in the export markets, because exports, as you know, are a very important part of the markets for our farmers and ranchers. 

"I appreciate what you're saying. We've been to Pennsylvania and we've been to the Northeast. We were recently in Connecticut over this recess as well. We've talked to dairy farmers and we've talked with produce farmers and we've talked with specialty crop farmers about their concerns. And we continue to work to make our programs friendly to all the parts of the country, but as you know, all the parts of the country are different. And that's what makes, sometimes, our programs so challenging to implement, because they do have different applications in different parts of the country”. 

USDA MODERATOR: Next we have Matt Kaye with the Burns Bureau, followed by Ron 

Hayes with the Oklahoma AgriNet. Go ahead, Matt. 

-more-

MR. KAYE: Thanks for taking my question. I had a domestic question on energy and a quick trade follow-up. On the energy front, with a knockdown, drag-out fight expected now on Alaska oil drilling in House-Senate talks on a final energy bill, are you concerned that the renewable fuels provisions could become a big loser in all this? Or will the administration try to find some way to salvage ethanol as it fights to keep ANWR?

SECRETARY VENEMAN: "Well, I have to say I'm not the best expert on how the energy debate is going to come out in the end. But I can tell you this. This President and this administration has been a strong supporter of ethanol and renewable fuels from the time the President started campaigning through the present, and continues to be. The President has strongly supported ethanol and he had specific reference in the energy report to renewable fuels and the importance of renewable fuels. I mean, he talks about the importance of being more energy-self-sufficient, and renewable fuels are an important part of that component in addition to providing environmental benefit and benefits to our farmers. It's a win-win-win situation. 

"And so as far as I know, this administration is absolutely committed to renewable fuels. The President, although it was not initially proposed in the administration's proposal, the President has strongly supported the renewable fuels standard in the Senate bill. And so it would be my expectation that we would maintain that standard, and we certainly as an administration hope it stays in the bill. I mean, I certainly can't guarantee it, but we certainly will work for it to remain there." 

MR. KAYE: Follow-up on the trade front--a little bit parochial, but I think you can answer this. Some thirty-farm groups wrote to the President last year opposing the launch of a bilateral with Australia until the Australians dropped non-tariff sanitary barriers to U.S. imports. Can we expect a launch soon, and will there be preconditions on this or any other bilaterals? 

SECRETARY VENEMAN: "Well, I think it's important to point out that Australia is one of those countries that we are actively discussing the possibility of a free trade agreement. They've been very insistent that we look at this. But on the other hand, we've been insistent that they look more carefully at the way some of their sanitary and phyto-sanitary barriers have been imposed. We have established with Australia a working group to address these sanitary and phyto-sanitary issues. 

"We also had a good success a few months back, when we were able to finally open up the table grape market into Australia, a market that had been closed for some time. And we just recently, within the last month or so, saw the first shipments of California table grapes into Australia, resolving one of those long-standing phyto-sanitary that you just referred to. 

"So certainly this is something, regardless of whether or not we start a free trade agreement with Australia or not, we are working hard to try to resolve the various phyto-sanitary issues with Australia and to make sure that our product can move very carefully--can move into this market. 

"I think it's important that I re-emphasize, as I do often, the importance of trade to agriculture and the importance that the President places on agriculture and trade, and that trade agreements must be friendly to agriculture and must have benefits to agriculture. He's committed to that, and we're committed to negotiating agreements that will do just that." 

USDA MODERATOR: Next we have Ron Hayes of the Oklahoma AgriNet, followed by our final questioner, Jane Fullerton with Farm Journal.
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QUESTION: Good morning, Madam Secretary. First of all, I might say that from what I've heard from agricultural producers, farmers and also farm groups, I think they will receive your announcement regarding the--the new guidelines on updating your base and yields. They will receive that very well. They--they will appreciate that. Regarding the timeline of farm bill implementation and sign up, realizing that our farmers have gotten pretty high expectations to quick turnaround for the double AMTA payments of the last couple of years, you know, assuming that farmer goes in, is able to sign up the first of October, you've talked about the fact that a check would be forthcoming fairly soon. At this point, you know, what expectation should be out there in farm country regarding first of all the ability to sign up October 1 and payments that might follow? 

SECRETARY VENEMAN: "I think it's important to point out that when we--when we were doing the AMTA payments as we did last summer, we announced the double AMTA payment, it was a matter of getting the--the software done so that you could quickly basically do an additional payment to a farmer who'd already established a record with FSA, he didn't have to update bases and yields.

"We have a much bigger challenge now, but that's the process that's now ongoing, so that hopefully when the farmer walks in on October 1st, the bases and yields have all been updated in their records at the Farm Service Agency County office, and that once they sign up, hopefully within a couple of weeks or so--and I don't want to put a specific date on it--that the payments will be forthcoming". 

DR. COLLINS: Let me--let me just add to that if I could, that we're also under other directives to upgrade the delivery of these farm programs, to try to use electronic means to the extent that we possibly can, and that's just not been possible in past years, because we've been trying to--to administer these emergency programs and we were always trying to catch up. But we're trying to take the opportunity with this farm bill to move as much of this to electronic platforms as we can, and several weeks ago we announced this ELDP program as a pilot, and we're expanding that now based on the experience we've had with that. 

And we're writing new software for all of these programs, for the dairy program, for all of the counter-cyclical and direct payments programs, and we're really trying this time around to not only meet all of the timelines that are specified in the farm bill and to get these payments out in a timely basis, but we're really trying to upgrade the USDA system for doing that, looking eventually to make more and more of this deliverable over the Internet, to further increase efficiencies in the county offices, and also to provide better service for our farmer clientele. So we're really trying to take the opportunity to do a couple things here, to meet the deadlines and also upgrade the system. 

USDA MODERATOR: Our final question comes from Jane Fullerton with the Farm Journal. Jane, go ahead. 

QUESTION: Hi, Madam Secretary, Mr. Penn, Mr. Collins. Thanks again for talking with all of us this morning. I wanted to ask a question for the Secretary, but really for anybody, about the crop insurance program. You mentioned again that 80 percent of acreage this year is covered by crop insurance. So what I'm curious is whether you think that coverage is enough to get farmers through this drought, those that have it, particularly in light of the fact that even if they do have it, most contracts carry about a 25 to 30 percent deductible, or do you believe that additional disaster aide is still needed? Setting aside questions of how it's paid for, do you think that disaster aide, in and of itself, is needed to supplement that crop insurance? 

-more-

SECRETARY VENEMAN: "Well, I'm going to ask Keith Collins, who has done a lot in terms of implementing the new crop insurance, and also understands all the numbers a little better than I in terms of the crop insurance coverage, to address this. 

"But I think it is important. As we went through the debate on the farm bill throughout the last year, one of the things that kept coming up over and over again is the importance of risk management tools so that farmers can make decisions about managing their own risks, and that's why it is so important that we have crop insurance that's now being utilized and that's available for farmers and that they are getting benefits from. 

"And I think that, you know, as we have looked at the principles that we put forward last year, that risk management tools are very important. That's why we--we advocated also the farm and ranch risk management accounts. 

"But all of these kinds of risk management tools are very important, but I'm going to ask Dr. Collins to address to specific issue of crop insurance operation and coverage at this point." 

DR. COLLINS: What I'd like to say about crop insurance is that we've seen a tremendous change in that program over the last two years, which a lot of people don't realize. If you go back into the early 1990s, we only had about 20 percent of the insurable acres enrolled in the program. Today we have 80 percent. And since the year 2000, when we passed the Agricultural Risk Protection Act, which encouraged buy-up levels at higher coverage levels, we've seen a big increase in the level of coverage. 

A few years ago most producers enrolled with 50 percent coverage. Today, as you indicated, 65 percent is probably the most popular option. But for most crops, producers can go as high as 85 percent coverage. It's up to the producer to decide what the level of coverage best suits their needs. That's not something we can really say, you know, what's the right amount after the drought has already occurred; what's the amount that we should provide assistance on. Producers have to make that choice before the drought, and they have to pick the right level of insurance coverage. 

You mentioned the deductibility. Deductibility is a principle of insurance. You can't insure at 100 percent of the value of the crop, or what generally tends to happen is that sometimes that can cause--be an incentive not to harvest a partial crop. The crop could be worth more destroyed than being harvested and put in the bin. It's the issue called moral hazard. So we do have deductibility insurance in insurance, and it applies to your car insurance and you know other forms of insurance you buy that's not related to the farm. 

So I think that we've got a crop insurance program that is very healthy, heavily supported by the government. At those very high buy-up rates of coverage, the government is providing about 40 percent of the premium for producers. At the low rates of coverage, like at 50 percent, the government's providing 67 percent of the premium. So we've got a program already out there. 

For this year we're now expecting that crop insurance indemnities will be about $4.1 billion. Last year they were a little under $3 billion, so we're probably going to see something in the order of over a billion dollars in additional crop insurance indemnities paid this year. Now, that's a very early estimate. It's based on August conditions, and that's subject to change. But I think we've got a very healthy crop insurance program. It's up to producers to decide their level of coverage. It's well supported by the government, and it's working.

-more-

 This year we're going to see a substantial increase in crop insurance indemnities to help offset many of the losses that producers are incurring. 

USDA MODERATOR: Thank you. And that wraps up our questions for this session. Thank you Secretary Veneman and our other guests here. Do you have a closing statement? 

SECRETARY VENEMAN: "Well, I want to thank again all of you for joining us today. We thought it was appropriate, as I said earlier, to have a chance to kind of recap what's happened over the August recess and talk about what is ahead for the fall as the Congress comes back this week. 

"We are, as I think has been made clear, both through the opening statements and the questions and answers, doing everything we can to implement this farm bill as expeditiously as we possibly can, and I hope that we continue to answer the questions of the producers out there through our website, through our Farm Service Agency, and through every other means that we possibly can, including these broadcasts. 

"We are also doing everything we can under available authorities to address the drought, and we stand ready to work with Congress as they talk about what comes next in terms of drought assistance. We are also working hard to advance a continued trade agenda, and as you know, the WTO negotiations are ongoing, and they will continue to have some important meetings in Geneva this fall where the U.S. proposals, which we think are very aggressive, bold and important, will be addressed. 

"Again, we think this is going to be a very, very critical few weeks for the Congress. The President wants to get the Homeland Security Department passed through the Congress. We want to--the President is clear that he wants his economic agenda addressed, the Energy Bill addressed, the Healthy Forest Initiative, as well as the need to get our appropriations bills done. So it's going to be a very busy time, but one that we hope that a tremendous amount will be accomplished as we move through a very short session of Congress in the next few weeks. So thank you again to all of you for joining us today.” 

USDA MODERATOR: Thank you, Secretary Veneman, as well as J.B. Penn and Keith Collins, and we thank all of you for joining us here today. I'm Alisa Harrison from the USDA Radio Studios in Washington, wishing you a pleasant afternoon.
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