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Meeting summary 
On November 14, 2011, the United States Department of Agriculture (USDA) convened the Advisory Committee on Biotechnology and 21st Century Agriculture (AC21) via webinar format. The purpose of the meeting was to provide background information in a webinar format to AC21 members on one set of existing USDA programs, USDA’s crop insurance programs under the Risk Management Agency, that could serve as an example to help in the development of potential compensation mechanisms for the committee to consider, should it deem compensation mechanisms appropriate to recommend.  AC21 members also had the opportunity to discuss the background information provided.
The AC21 includes representatives of industry, state and federal government, nongovernmental organizations, and academia. The following AC21 members were in attendance: Mr. Russell Redding (Chair), Ms. Isaura Andaluz, Dr. Paul Anderson, Ms. Laura Batcha, Dr. Daryl Buss, Mr. Leon Corzine, Mr. Douglas Goehring, Dr. Gregory Jaffe, Dr. David Johnson, Ms. Melissa Hughes, Dr. Mary-Howell Martens, Ms. Angela Olsen, Mr. Jerry Slocum, and Dr. Latresia Wilson.  Mr. Jack Bobo from the State Department attended as an ex officio member.  Dr. Michael Schechtman introduced and facilitated the webinar as the AC21 Executive Secretary and Designated Federal Official (DFO).  
A link to the audio transcript plus presentation slides from the proceedings was prepared and will be available on the AC21 website at http://www.usda.gov/wps/portal/usda/usdahome?contentid=AC21Main.xml&contentidonly=true.  Below is a summary of the proceedings. 
I. Opening and presentation
Dr. Michael Schechtman opened the proceedings at 11 a.m. by welcoming all the members, ex officio representatives, and members of the public participating in the webinar.  He noted that only committee members and ex officio members would be able to ask questions at the conclusion of the presentation, but that members of the public would be able to make comments at the next in-person meeting of the AC21, on December 6-7, 2011, in Washington, DC.  He then introduced Mr. Robert Dismukes, Agricultural Economist, USDA Agricultural Research Service, who delivered a presentation entitled “The U.S. Federal Crop Insurance Program.”
Mr, Dismukes indicated that his presentation would place Federal Crop Insurance within the context of the overall “farm safety net,” and that he would describe both experience with the program as well as issues relevant to its operation.  He described the three types of safety net programs:  commodity programs, crop insurance, and disaster programs.  He noted how crop insurance, while historically a protection against natural disasters, now provides revenue insurance for farmers.  Insurance coverage is based on historical yield and market price expectations.  It can be provided on a crop by crop basis, at the farm level, or can be group insurance. It can cover more than 100 crops, though well over 75% of insurance is directed toward corn, soy, wheat, and cotton.  It is voluntary and may be yield- or revenue-based.  Participants select their amount of coverage up to 85% of value; most farmers cover in the 70-75% range with certain crops (e.g., corn and soy) typically covered at a higher proportion and others (e.g. rice and cotton) covered at a lower proportion of value. 
Crop insurance programs under USDA’s Risk Management Agency operate through an actuarily sound price premium structure, in which producers pay a portion of the costs.  Crop insurance policies are sold and serviced by private insurance companies and agents (who earn commissions), while the government provides administrative and operating subsidies as well as reinsurance in case of extraordinary losses. Crop insurance covers “multiple perils”, e.g., drought, flood, frost, hail, diseases, insects, etc.
Recently, there has been a biotech endorsement for corn producers utilizing a set of stacked GE traits, under which those producers are eligible for a 5 – 15% premium reduction.  The endorsement has not been widely utilized by farmers, probably because of paperwork and other requirements for eligibility.  The endorsement will disappear after 2011 and biotech production will be “rolled into” overall rates.
With the recognition of organic farming as “good farming practice” under the Agricultural Risk Protection Act of 2000, crop insurance has also become available for organic farmers.  However, actuarial and underwriting issues regarding yield risk, price, and revenue are not completely resolved.  Crop Insurance may not offer complete coverage for the price premiums paid for organic crops.  The 2008 Farm Act requires additional research on the relationships between yield and price.  In 2011 there has been a pilot project attempting to use marketing contract data to determine prices on which premiums should be based.  Additionally, a 5% surcharge which had previously existed for organic production has been eliminated from rate tables, and there are separate designations for crop insurance for certified organic and “transitional” production.
Since 2005, typically about 250 million acres have been covered by crop insurance yearly.  Insurance has increasingly been directed toward revenue, rather than yield, protection.  Total premium costs (producer paid plus subsidies) have increased as crop prices have increased.  The loss ratio (indemnities/premiums) varied crop by crop, year by year, and state by state, but has been typically under 1 for corn and soybeans for much of the past 15 years.

Mr. Dismukes described a number of policy issues related to USDA crop insurance programs, including program costs, the best type of delivery system for crop insurance (i.e., is private insurance best and is it available to all, including smaller and “riskier” operations?), whether crop insurance should be the primary insurance tool for all disaster/risk protection, given that Congress still passes additional ad hoc disaster relief bills, and whether there are gaps or overlaps in coverage which should be addressed.  He noted that of total government costs for crop insurance, 69% is disbursed to producers, 16% goes to insurance agents, and 15% goes to insurance companies.  In summary, Mr. Dismukes noted the increased importance and value of crop insurance programs as the largest component of the farm safety net and its overall popularity for most producers.
II. Questions and answers

Members asked a number of questions, including the following, (with responses):

How is price discovery for insurance purposes accomplished for minor and organic crops?  For organic crops, it is typically done through contract prices, while for specialty crops it is accomplished through examination of a number of different sources of information.
Does crop insurance cover anything man-made? Crop insurance has not typically covered pesticide drift or the presence of GE material.

What will happen when the biotechnology endorsement sunsets in terms of refuge and paperwork requirements?  Mr. Dismukes indicated that he would seek further information.

Have there been any discussions about whether pollen movement might be included under the list of covered “multiple perils?”  It is not covered at this time, but there are some scenarios under which it could conceivably sometimes be covered.
The Adjusted Gross Revenue (AGR) program and “AGR light” seem to be a very small proportion of the program in the charts presented.  Why is that?  There is limited participation based on whole farm revenue insurance—farmers seem to prefer crop by crop coverage.

How much of the price of major crops is due to farm subsidies?  Crop prices are generally determined in international markets.

Do other countries have crop insurance programs?  Yes, but the U.S. program is the biggest in terms of dollar amount and coverage.  Canada has a program, and in the EU countries, programs vary.  It is important in Spain and significant in France as well.  There is considerable interest in Southern European countries because of increased yield variability.  There is also crop insurance in Japan, and it is being developed in China as well.  The U.S. program involves gathering lots of data and extensive recordkeeping, which may be too costly or impractical for some countries.

III. Conclusion

At approximately 12:15 pm, Michael Schechtman thanked the speaker, committee members and the public, and concluded the webinar.
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