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USDA DROUGHT-RELATED PROGRAMS


During 2003, drought remained entrenched across much of the western half of the U.S. and in the northern and western Corn Belt, but did not spread nationwide.  A lack of moisture for winter wheat occurred in several key-producing areas, particularly across the northern and central High Plains and the Northwest.  The current drought in the West is primarily hydrological, lowering reservoir levels and reducing irrigation supplies.


In April of 2003, Secretary Veneman announced the formation of the Drought Coordinating Council within USDA to monitor conditions and coordinate resources to assist affected agricultural producers and rural communities.  The Council is comprised of key agency heads and other policy officials.  And in October 2003, USDA and non-federal partners jointly hosted the Interim National Drought Council (INDC) meeting in Albuquerque, N.M.  Representatives from state/local governments, congressional offices, Department of the Interior, Environmental Protection Agency, Department of Commerce, Federal Emergency Management Agency, and USDA worked to establish a coordinated approach to address the impacts of drought through preparedness, monitoring, risk management, and response to drought emergencies. 


USDA’s Federal Crop Insurance Corporation (FCIC) payments alone for drought losses have averaged $462 million annually (33 percent of total FCIC payments) since 1989.  More than half of the total $4.1 billion in 2002 crop insurance indemnity payments, or some $2.5 billion, was for drought-related causes.  In 2003, those indemnities were approximately $3.2 billion – of this amount about 54 percent is attributable to drought-related losses. 
USDA DISASTER DECLARATIONS

Background:  Four types of disaster designations are made: 1) presidential major disaster declaration, 2) USDA secretarial disaster designation, 3) Farm Service Agency (FSA) administrator’s physical loss notification, and 4) quarantine designation.  The first three types of disaster declarations are authorized under 7 CFR 1945-A.

When Secretary Veneman designates counties as primary disaster areas, these designations make qualified farm operators in primary and contiguous counties eligible for low-interest emergency (EM) loans from FSA, provided eligibility requirements are met.  Producers have eight months from the date of the designation to apply for loans, can borrow a maximum of $500,000, and must have suffered at least a 30-percent loss in crop production.


USDA secretarial disaster designations must be requested by a governor or the governor’s authorized representative or by an Indian Tribal Council leader.  The secretarial disaster designation is the most widely used and its process is the most complicated of the four.  Damages and losses prompting disaster designations must be due to a natural disaster and a minimum 30-percent production loss of at least one crop in the county must have occurred.
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Secretarial Disaster Designation Process

STEP 1:  A county judge or other local entity notifies the governor’s office of the disaster conditions and losses. The governor makes a request in writing to the secretary of agriculture within three months of the ending date of the disaster.

STEP 2:  FSA county offices assemble required agricultural loss information for the damage assessment report (DAR).

STEP 3:  FSA’s national headquarters (NHQ) notifies the state executive director (SED).  The SED instructs county offices named in the request to complete the DAR, conduct county emergency board (CEB) meetings, and approve or disapprove the DAR.

STEP 4:  The DAR is submitted to the state emergency board (SEB) for review and processing.

STEP 5:  The SED prepares comments and recommendations.  The SEB reviews the DAR.  Upon approval, the DAR is submitted to FSA’s NHQ.

STEP 6:  FSA’s Emergency Preparedness and Programs Branch (EPPB) processes the loss information on the DAR, determines eligibility, and prepares a package, including the letter of approval or disapproval, to be signed by the secretary.  The Office of the Under Secretary for Farm and Foreign Agricultural Services reviews the package and forwards it to the secretary.

STEP 7:  The secretary approves or declines the request in writing.

Disaster Declarations for 2003 and 2004 

· Seven entire States (Arizona, Arkansas, Maine, Mississippi, Nevada, South Carolina, and Utah) received disaster designations by Secretary Veneman in 2003.  In total, 2,351 counties received disaster designations.  Of this total, 1,596 counties across 32 states received disaster declarations due to drought conditions.  In FY 2003, 1,479 emergency loans, totaling $95,698,000, were made to eligible producers.

· As of May 10, 2004, 405 counties in 20 States have been designated as primary natural disaster areas due to production losses from all causes; 421 counties in 35 states were named as contiguous counties.  In addition, 318 of the 405 primary counties were designated because of drought and drought‑related causes. Those 318 counties represent 11 states.  Also, 271 of the 421 contiguous counties have been named due to drought during the same period.

CONSERVATION PROGRAMS

Emergency Conservation Program (ECP):  ECP provides emergency funding to restore farmland damaged by natural disaster and in carrying out emergency water conservation measures during periods of severe drought.  Emergency funding is available to rehabilitate farmland, assist with emergency water conservation, and provide water to livestock following wind erosion, floods, hurricanes, severe drought, or other natural disasters.

· During FY 2003, $17.4 million was allocated to 27 states for drought.  No new funds were available.  Pending requests for all disasters totaled $62 million at the end of 2003.  

· On March 16, 2004, Secretary Veneman announced that $3.4 million of ECP dollars would be distributed to 10 states.  These were ECP funds returned from states for completed disasters; these funds are allocated to the next state on the list. 
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· During 2004, FSA was able to allocate ECP to California for wildfire damage because Congress included specific language in appropriations legislation that provided $12 million for southern California.  Sign-up began April 19, 2004. 
Environmental Quality Incentives Program (EQIP):  Cost-share assistance and technical help is made available to farmers and ranchers voluntarily seeking to install or implement structural and management conservation practices on agricultural land.  EQIP payments help farmers and ranchers implement conservation to improve animal waste management, irrigation water management, grazing land, soil erosion and sediment control, and other resource concerns.

· During 2003, $143.5 million was made available to producers under EQIP for practices costing $278 million to install.

· FY 2004 EQIP allocations to states total more than $900 million.  
· On April 23, 2004, Secretary Veneman released an additional $7.3 million to assist producers in the Klamath Basin in Oregon and California.  This funding is in addition to the $11.7 million released in January.  The assistance is part of a $50 million fund for the Klamath Basin made available through EQIP.

Conservation Reserve Program and Emergency Haying and Grazing:  When implementing the 2002 Farm Bill and revising the Conservation Reserve Program (CRP) regulations, USDA delegated authority for approving emergency haying and grazing on lands in severe drought conditions to the state-level FSA committee.  If states were approved at the state or national level, producers were able to harvest hay and graze livestock on CRP acreage.  During times of drought, the additional land is key in producing forage for livestock.

· In 2003, at least 8 states (Colorado, Idaho, Iowa, Kansas, Missouri, Montana, Oklahoma, and Utah) and an additional 98 counties were designated eligible for emergency haying and grazing assistance.

· In 2003, under CRP Emergency Grazing, there were nearly 3,260 acres grazed. For CRP emergency haying, more than 74,800 acres were authorized.

Conservation Technical Assistance (CTA):  CTA helps people voluntarily conserve, improve and sustain natural resources.  Technical assistance is for planning and implementing natural resource solutions to reduce erosion, improve soil health, improve water quantity and quality, improve and conserve wetlands, enhance fish and wildlife habitat, improve air quality, improve pasture and range health, reduce upstream flooding, improve woodlands, and address other natural resource issues.  In FY 2003, a significant amount of NRCS field office staff time was devoted to such efforts.  Staff helped landowners improve the management of their operations through proper livestock grazing, establishing drought resistant plants, restoring rangeland, improving irrigation efficiencies, reducing the threat of wildfire, and retaining more soil moisture.
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Agricultural Management Assistance (AMA):  Cost-share assistance is provided to agricultural producers to address risk management concerns linked to water management, water quality and erosion control issues.  AMA is available in 15 states where participation in the Federal Crop Insurance Program is historically low: Connecticut, Delaware, Maine, Maryland, 

Massachusetts, Nevada, New Hampshire, New Jersey, New York, Pennsylvania, Rhode Island, Utah, Vermont, West Virginia, and Wyoming.

· During FY 2003, nearly $10 million was obligated for active contracts.

· For FY 2004, AMA funding was $14 million.

LIVESTOCK PROGRAMS

Livestock Compensation Programs (LCP) I and II:  The Agricultural Assistance Act of 2003 extended LCP, originally created in 2002, into 2003.  The 2003 LCP was an emergency initiative administered by FSA that provided immediate assistance to eligible owners and cash lessees of certain types of livestock for damages and losses due to any natural disaster.  This program provided direct payments to eligible livestock producers. 

To be eligible for LCP, a producer's livestock operation headquarters must be physically located in a county with qualifying primary disaster designation.  Eligible livestock are cattle, sheep, goats, and buffalo.  LCP payments are issued for each head of eligible livestock.

· Nearly $1.1 billion was paid under LCP I and II.  These payments covered drought as well as other disasters.  

2003 Livestock Assistance Program (LAP):  The 2003 LAP provided direct payments to eligible livestock producers who suffered grazing losses due to natural disasters during calendar year 2001 or 2002. LAP provided assistance to eligible producers in approved counties.  To be approved, a county must have suffered a 40 percent or greater loss of available grazing for at least 3 consecutive months as a result of damage due to drought, hot weather, disease, insect infestation, flood, fire, hurricane, earthquake, severe storms, or other disasters during the 2001 or 2002 crop years.  The maximum grazing loss allowable for payment was 80 percent. 

A county must have been approved as a primary disaster area under a secretarial disaster designation or as a presidential disaster declaration after January 1, 2001.  Counties named only as contiguous were not eligible.  Counties seeking designation or declaration as primary counties should have submitted their requests before February 20, 2003 and received subsequent approval to receive assistance.

· Nearly $100 million was paid under this program.

Nonfat Dry Milk (NDM) Livestock Feed Assistance:  Under this program, which was announced in April 2003, the Commodity Credit Corporation (CCC) sold outdated surplus NDM to approved drought-stricken states for livestock feed. USDA continues to work closely with state governments, Tribal organizations, and the feed industry to ensure that the NDM is used primarily for foundation livestock rations in the eligible states in accordance with the original terms of the initiative.
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· NDM assistance has been provided to livestock producers in 12 western states (Arizona, Colorado, Idaho, Kansas, Montana, Nebraska, New Mexico, Nevada, Oregon, South Dakota, Utah, and Wyoming). 

· As of May 7, 2004, 390.6 million pounds have been allocated.  Participating states and tribes have ordered more than 319 million pounds and USDA has delivered more than 308.5 million pounds.  With some modifications, USDA will continue to provide NDM assistance in 2004. 

INSURANCE PROGRAMS

Non-Insured Crop Disaster Assistance Program (NAP):  NAP provides financial assistance to eligible producers of noninsurable crops when low yields, loss of inventory, or prevented planting occurs as the result of natural disasters.  NAP provides coverage for crops, including mechanically harvested and grazed forage, for which the catastrophic level of insurance is not available. These figures are for all types of disasters.  

· For FY 2002, $221 million was paid to producers as of May 3, 2004. 

· For FY 2003, $71 million has been paid to producers as of May 3, 2004.  These payments will continue.  

Crop Insurance Prevented Planting Education:  USDA officials traveled throughout drought-stricken states and held a series of meetings with producers to explain Risk Management Agency (RMA) policy provisions and listen to concerns.  The agency also addressed the prevented planting provisions of crop insurance policies that are available to farmers who face decisions on whether to plant during drought conditions.  To clarify these provisions, RMA published a fact sheet and an educational PowerPoint presentation to assist producers, insurance agents, and reinsured companies.  

· RMA has convened a meeting of commodity group and insurance industry representatives to pursue program improvements.  Recommendations are under consideration and RMA plans to seek improvements through rule-making policy changes during the next two years.

INSECT CONTROL

Animal and Plant Health Inspection Service (APHIS):  Last year, APHIS had treatment money available to suppress outbreaks of grasshoppers and mormon crickets.  Increased populations of these insects go hand-in-hand with increased drought conditions. 

· In the fall of 2003, a survey for adult grasshoppers was conducted in the 17 western states to produce a grasshopper hazard map in anticipation of the 2004 crop year.  APHIS provided treatment assistance in nine states, protecting a total of 1.2 million acres. 

· In 2003, a total of 1,190,489 acres in 9 states (California, Colorado, Idaho, Montana, Nebraska, Nevada, North Dakota, Utah, and Washington) were treated and protected from damage caused by grasshoppers and mormon crickets.  Approximately, $536,300 was spent on treatment (excluding Nevada and Utah).
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WATER SERVICE PROJECTS

Rural Development Utilities Programs:  This program provides direct and guaranteed loans as well as up to 75% grants for water, waste disposal, and solid waste facilities in rural areas.  Drought-related programs include new water source, backup source, and new wells.  

· FY 2003 funding totaled $1.4 billion, with $813 million for water purposes. In FY 2003, USDA emergency community water assistance grant obligations for drought-related purposes totaled $8,556,088.  Twenty-seven drought-related projects in 9 states (Idaho, Mississippi, Missouri, Nebraska, New Mexico, South Dakota, Texas, Utah, and Virginia) were possible as a result. 

DROUGHT RESEARCH 

Agricultural Research Service (ARS) funding for fiscal year 2003 research was $23 million.  ARS focuses on six major areas of drought research:  mitigation and remediation of drought stricken plant communities, development of drought tolerant crops and grasses, enhance water use efficiency, improve water conservation and conserve soil moisture, reduce drought caused aflatoxin in crops, and improve weather forecasts and drought awareness systems based on remote sensing.
· ARS funding for drought-related activities totaled $23 million in FY 2003.  

· ARS funding for drought-related activities totaled $24 million in FY 2004.

· Cooperative State Research, Education, and Extension Service provided $60 million in FY 2003 for drought related research and extension projects, which included soil and water conservation activities.

DROUGHT FORECASTING

U.S. Drought Monitor:  USDA collaborates with several federal and non-federal agencies to produce the “U.S. Drought Monitor” report.  The Drought Monitor is released weekly and serves as a useful Web-based tool in depicting the intensity, spatial extent, and potential impacts of drought across the country.  The Monitor is also used by FSA as eligibility criteria for some of the FSA assistance programs. 

Snow Survey and Water Supply Forecasting:  The NRCS National Water and Climate Center (NWCC) works with the USDA Joint Agricultural Weather Facility, U.S. Departments of Commerce and the Interior, and the National Drought Mitigation Center to help people prepare for and deal with drought.  NWCC provides snow survey and water supply forecast information, including rainfall, streamflow and snowpack reports and soil moisture, climate and precipitation data.  With good planning, good management and good information, farmers and ranchers can reduce the impacts of drought.

Information on USDA disaster assistance is also available at: http://disaster.fsa.usda.gov.

May 2004

