


H o u s e  o f  R e p r e s e n t a t i v e s

Pouch V 
State Capitol 

Juneau, Alaska 99811

M E M O R A N D U M

TO: House R e s o u r c e  Commit tee members

FROM: Commit tee S t a f f  

DATE: May 10 ,  1984

RE: CSCD 3 3 6 (R e s )  An Ac t r e l a t i n g  t o  f e d e r a l  c r o p  i n s u r a n c e

(Alaska Jsttate ^ leg isla ture

On monday,  May 1 4 ,  t h e  House R e s o u r c e s  Commit tee  w i l l  be h e a r i n g  CSSE 
3 3 6 ( R e s ) .  What f e l l o w s  i s  a s e c t i o n a l  a n a l y s i s .

S e c t i o n  1 Amends AS 0 3 . 1 0 . 0 3 0 ( c )  by p l a c i n g  a c o n d i t i o n  on th e
a p p l i c a n t .  A p p l i c a n t s  who a p p l y  f o r  a s h o r t  t e rm  l o a n  un de r  t h e  ag ­
r i c u l t u r a l  r e v o l v i n g  l o a n  fund  may be r e q u i r e d  t o  p u r c h a s e  i n s u r a n c e  
t h r o u g h  the  F e d e r a l  C rop  I n s u r a n c e  A c t .

S e c t i o n  2 R e q u i r e s  t h a t  t h e  S t a t e  s h a l l  e n t e r  i n t o  ag reemen t  w i t h
th e  F e d e r a l  C rop I n s u r a n c e  C o r p o r a t i o n .  R e q u i r e s  t h a t  t h e  S t a t e  pay  t o  
the  F e d e r a l  C rop I n s u r a n c e  C o r p o r a t i o n  a p a r t  o f  t h e  premiums p a i d  by 
th e  f a rm e r s .  R e q u i r e s  t h a t  30% o f  each  p r o d u c e r ' s  premium, on c o v e r a g e  
o f  up t o  65% o f  t h e  a p p r a i s e d  a v e r a g e  y i e l d ,  s h a l l  be p a i d  by th e  
S t a t e .

S e c t i o n  3 E f f e c t i v e  d a t e  c i a u s e ,  th e  a c t  t a k e s  p l a c e  Im m e d i a t e l y .

BACKGROUND

The F e d e r a l  C rop  I n s u r a n c e  P r og r am  p r o v i d e s  r i s k  p r o t e c t i o n  f o r  c r o p  
p r o d u c e r s  n a t i o n w i d e .  The p r og r am  p r o t e c t s  a g a i n s t  l o s s e s  f r om  n a t u r a l  
d i s a s t e r s ,  f r e e z e ,  w ind ,  d i s e a s e ,  d r o u g h t ,  e x c e s s  m o i s t u r e  and a n im a l  
damage.  I t  c o v e r s  b u r l e y ,  o a t s ,  p o t a t o e s ,  f o r a g e ,  and n e a r l y  30  o t h e r  
m a j o r  c r o p s .

I n s u r a n c e  c o v e r a g e  i s  l i m i t e d  t o  a p e r c e n t a g e  o f  t h e  g u a r a n t e e d  y i e l d .  
( 65% )  The gu a r a n t e e  y i e l d  i s  based on a v e r a g e  h i s t o r i c a l  y i e l d s .  
I n d e m n i t i e s  t h a t  a r~  "mid a r e  e q u a l  t o  the  d i f f e r e n c e  be tween the  
f a r m e r ' s  a c t u a l  y i e l *  and h i s  g u a r a n t e e d  y i e l d .  The s e t t l e m e n t  p r i c e ,  
o r  t h e  d o l l a r  amount t h a t  w i l l  be p a i d  on t h e  p r o d u c t  t h a t  i s  n o t  
h a r v e s t a b l e ,  i s  l i m i t e d  t o  90% o f  t h e  e s t im a t e d  h a r v e s t  p r i c e .
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C ove r ag e  o f  t h e  D e l t a  f a r m e r ' s  b a r l e y  c r o p  began w i t h  t h e  1981 c r o p  
y e a r .  D u r i n g  1 9 8 3 ,  a p p r o x im a t e l y  75% o f  the  1 2 , 0 0 0  D e l t a  b a r l e y  a c r e s  
we re  i n s u r e d ,  a t  an a v e r a g e  i n s u r a n c e  c o s t  o f  $12  p e r  a c r e .

Unde r  t h e  p r og r am ,  t h e  f e d e r a l  gove rnmen t s u b s i d i z e s  30% o f  t h e  f a r m e r ' s  
premium paymen t ,  on c o v e r a g e  o f  up t o  65% o f  t h e  f a r m ' s  a v e r a g e  y i e l d .  
The S t a t e ' s  30% premium payment w i l l  be o v e r  and above  t h  f e d e r a l  
c o n t r i b u t i o n .  The f a rm e r  wou ld  pay o n l y  40% o f  h i s  premium payment. .

The D i v i s i o n  o f  A g r i c u l t u r e ,  D epa r tm en t  o f  N a t u r a l  R e s o u r c e s ,  e s t im a t e s  
t h e  c o s t  t o  t h e  S t a t e  f o r  i t s  p a r t i c i p a t i o n  a t  $ 1 4 0 , 0 0 0  f o r  FY 85 ( f o r  
t h e  1984  and 1985  c r o p  y e a r s ) ,  $ 8 0 , 0 0 0  f o r  FY 8 6 ,  and $ 9 0 , 0 0 0  f ^ r  FY 8 7 .  
These  f i g i  r e s  are. ba sed  on a t o t a l  premium o f  $12  p e r  a c r e ,  w i t h  th e  
S t a t e ' s  s h a r e  f i g u r e d  a t  $4 p e r  s h a r e .

To d a t e ,  T e x a s  i s  t h e  o n l y  o t h e r  S t a t e  t o  ha ve  i n t r o d u c e d  l e g i s l a t i o n  
t h a t  wou ld  a u t h o r i z e  S t a t e  p a r t i c i p a t i o n  i n  the  F e d e r a l  C rop  I n s u r a n c e  
P r c / j r am .



STATE OF ALASKA ' .984 LEGISLATIVE SESSION 
FISCAL NOTE

' r*. •. /• "ry
F E B  2  4  1984

R e v i s i o n  D a t e :  1 - 2 6 - 8 4

FISCAL DETAIL
Bil 1 / R e s o l u t i o n  N o . :  CS SB 336 (M a f c n c y  A f f e c t e d :  Dept. of Natural Resources

  P rog ram  C a t e g o r y  A f f e c t e d :  Agriculture

REQUEST
bT T T T F
T i t l e : Crop insurance

S p o n s o r :  Moss"
R e q u e s t o r ^

    Management
BRU, P r og r am  o r  S u b p r o g r am ! s )  A f f e c t e d :  

Agriculture Management________
D a te  o f  R e q u e s t :  1-26-84

EXPENDITURES/REVENUES: (Thousands  o f D o l l a r s )
f r s r F T S T - ■ F n r ■ r r a 7 ‘ T T 5 8  ' FY 69

OPERATING
100 PERSONAL SERVICES

200 TRAVEL

>00 CONTRACTUAL 8 0 . 0  J 9 . 0 , 0
i*00 SUPPLIES

500 EQUIPMENT

600 LA>» 1 STRUCTURES
700 CRANES, CLAIMS

800 MISCELLANEOUS

TOTAL ORCftATING - o - -0-* 80.0 9 0 . 0

CAPITAL . . . rO . t ......... -0- - o -
rEVEnuT

FUNDING: (Th ou s and s  o f  D o l l a r s )
CENERAL FUND 

FEDERAL FUNDS

-0- - 0- * 80. 0 90. 0

OTHER

TOTAL

POSITIONS:
FULL-TIME

PART-TIME

TEMPORARY

- 0 - - 0 - - 0 - - 0 -

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF B I L L :

* FY 85 funding ($140.0) appears in the Governor's budget.

ANALYSIS : A t t a c h  a s e p a r a t e  page f o r  a n a l y s i s

P r e p a r e d  By :  Sharon L. B a r t o n _____________________ Phone :  465-2400
D i v i s i o n :  Commissioner's Office ~ ___________ D a t e :  2-21-84

^ A p p r o v e d  by C om m is s i o n e r :  ll/hvyN 0  tyw*)  l t o ^ T ' ( W ~ -D a t e :  2-21-84
Agency :  Department of Natural Resourced T

D i s t r i b u t i o n  ( b y  Agency p r e p a r i n g  f i s c a l  n o t e ) :
L e g i s l a t i v e  F i n a n c e  
L e g i s l a t i v e  S p o n s o r  
R e q u e s t o r
O f f i c e  o f  Management and Budge t
Impac ted  A g e n c y ( i e s )  12/1/83



STATE OF ALASKA 1984  LEGISLATIVE SESSION 
FISCAL NOTE

tp .g v i s i on  D a t e :

REOUEST F ISCAL DETAIL
Bi 11 / R e s o l u t i o n  N o . :  SB 336 Agency A f f e c t e d :  Department of Natural Re
T i t l e :  State contributions Prog ram  C a t e g o r y  A f f e c t e d :  Ac Management
to the Federal Crop Ins. Prog. .........  ......................

S p o n s o r :  Moss "BRU, P r og r am  o r  S ubp rog ram^ s ) A f f e c t e d :
R e q u e s t o r ; _________________________  Agricultural_Management___________
Da te  o f  R e q u e s t :  1 - 9 - 8 4 ____________  -______________________________________

EXPENDITURES/REVENUES: (Thou sand s  o f  D o l l a r s )
FY 84' FY 85 FY 8u " FV  8 7 " ! “ F T 8 3 ' ' FV 89

OPERATING
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL 1 4 0 . 0 8 0 . 0 9 0 .  0
LOO SUPPLIES
500 EQUIPMENT
600 LAND i STRUCTURES
700 CRANTS, CLAIHS
800 MISCELLANEOUS

TOTAL OPERATING 1 4 0 . 0 8 0 . 0 9 0 .  0

CAPITAL - 0 - - 0 -  , - 0 -  1

REVENUE

FUNDING: ( T h o u s a nd s  o f  D o l l a r s )
CENERAL FUNO 
FEDERAL FUNDS 
OTHER 
TOTAL

1 4 0 .  0 8 0 .  0 9 0 .  0

1 4 0 . 0  | 8 0 . 0 9 0 . 0

POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF B IL L :

ANALYSIS : A t t a c h  a s e p a r a t e  page f o r  a n a l y s i s

P r e p a r e d  By :  Bill Heim, Director Phone :  3 7 6 - 3 2 7 6
D i v i s i o n :  Agriculture D a t e :  1-19-84

App ro ved  by C om m i s s i o n e r :  T) . "^ J^^^ tPa te :  1 - 2 0 - 8 4
Agency :  Department ol Natural Resources J '

D i s t r i b u t i o n  ( b y  Agency p r e p a r i n g  f i s c a l  n o t e ) :
L e g i s l a t i v e  F i n a n c e  
L e g i s l a t i v e  S p o n s o r  
R e q u e s t o r
O f f i c e  o f  Management and Budge t
Impac ted  A g e n c y ( i e s )  1 2 / 1 / 8 3



SENATE SPECIAL COMMITTEE ON AGRICULTURE 
S e n a t o r  H. Pappy Moss ,  Chai rman

SENATE B ILL 336 "An Act r e l a t i n g  t o  f e d e r a l  c r o p  i n s u r a n c e ;  and
p r o v i d i n g  f o r  an e f f e c t i v e  d a t e . "

F e d e r a l  c r o p  i n s u r  nee p r o t e c t s  f a rm e r s  a g a i n s t  l o s s e s  due t o  a d v e r s e  
w e a t h e r  c o n d i t i o n s ,  i n s e c t  i n f e s t a t i o n ,  p l a n t  d i s e a s e  and o t h e r  
n a t u r a l  d i s a s t e r s .  C u r r e n t l y ,  t h e  f e d e r a l  gove rnmen t  s u b s i d i z e s  th e  
c o s t  o f  f e d e r a l  c r o p  i n s u r a n c e  t o  t h e  f a rm e r  by 30%. S en a t e  B i l l  336 
p r o v i d e s  f o r  t h e  s t a t e  t o  f u r t h e r  s u b s i d i z e  t h e  f e d e r a l  c r o p  i n s u r a n c e  
premium up t o  a n o t h e r  30%.

S e n a t e  B i l l  3.15 a l s o  r e q u i r e s  t h a t  an a p p l i c a n t  f o r  a s h o r t  t e rm  l o a n  
may be r e q u i r e d  t o  p u r ch a s e  i n s u r a n c e  t h r o u gh  th e  f e d e r a l  c r o p  
i n s u r a n c e  p rog ram as  a c o n d i t i o n  o f  o b t a i n i n g  a l o a n .  F e d e r a l  c r o p  
i n s u r a n c e  p r o t e c t i o n  adds g u a r a n t e e s  t h a t  f a rm e r s  i n  t h e  s t a t e  w i l l  be 
a b l e  t o  meet l o a n  repayment o b l i g a t i o n s  and t o  pay ca sh  c o s t s  even 
when c r o p s  f a i l .

The Depa r tment  o f  N a t u r a l  R e s ou r c e s  has p r o j e c t e d  a c o b t  o f  $ 1 4 0 , 0 0 0  
f o r  t h e  f i r s t  two y e a r s  o f  p a r t i c i p a t i o n  i n  t h e  F e d e r a l  C rop I n s u r a n c e  
p r og r am .  T h i s  amount a p p e a r s  i n  t h e  G o v e r n o r ' s  budge t  f o r  FY 8 5 .  F o r  
FY 86  and FY 8 7 ,  t h e  e x p e n d i t u r e s  wou ld  be 80  and 90  th ou sand  d o l l a r s  
r e s p e c t i v e l y ,  and would come f r om  th e  g e n e r a l  f u n d .  The FCIC pays  a l l  
a d m i n i s t r a t i o n  c o s t s  o f  t h e  p r og r am .

The f e d e r a l  c r o p  i n s u r a n c e  p rog ram  w i l l  p r o t e c t  t h e  f a rm e r  a g a i n s t  low 
c r o p  y i e l d s  and w i l l  p r o t e c t  t h e  s t a t e ' s  i n v e s tm e n t  i n  a g r i c u l t u r e  by 
p r o v i d i n g  a means f o r  f a rm e r s  t o  r e p a y  t h e i r  s t a t e  l o a n s  even in  bad 
c r o p  y e a r s .  The pa s s age  o f  SB 336  s h o u l d  l e a d  t o  g r e a t e r  
p a r t i c i p a t i o n  by A l a s k a  p r o d u c e r s  in th e  f e d e r a l  C rop i n s u r a n c e  
p r og r am .



SENATE SPECIAL COMMITTEE ON AGRICULTURE 
S e n a t o r  H.  Pappy  M o s s ,  Cha i rman

NOTES ON SENATE B ILL  336 "An Ac t r e l a t i n g  t o  f e d e r a l  c r o p  i n s u r a n c e ;
and p r o v i d i n g  f o r  an e f f e c t i v e  d a t e . "

What i s  F e d e r a l  C rop  I n s u r a n c e ?

F e d e r a l  C rop  I n s u r a n c e  i s  o f f e r e d  t o  f a rm e r s  o f  t h i s  n a t i o n  t o  p r omo te  
t h e  n a t i o n a l  w e l f a r e  by im p r o v i n g  th e  econom ic  s t a b i l i t y  o f  
a g r i c u l t u r e  t h r o u g h  a sound s y s t em  o f  c r o p  i n s u r a n c e .  S i n c e  1 9 8 0 ,  
when t h e  FCIC expande th e  a v a i l a b i l i t y  and c o v e r a g e  o f  c r o p  
i n s u r a n c e ,  t h e  p r og r am  h a s  g r o w  s i g n i f i c a n t l y .  F e d e r a l  c r o p  
i n s u r a n c e  p r o t e c t s  a g a i n s t  l o s s e s  due t o  a d v e r s e  w e a t h e r  c o n d i t i o n s ,  
i n s e c t  i n f e s t a t i o n ,  p l a n t  d i s e a s e  and o t h e r  n a t u r a l  d i s a s t e r s .

What W i l l  S e n a t e  B i l l  336  Do?

C u r r e n t l y ,  t h e  F e d e r a l  gove rnmen t  s u b s i d i z e s  uhe c o s t  o f  F e d e r a l  C rop 
i n s u r a n c e  t o  t h e  f a rm e r  by  30%. S e n a t e  B i l l  3 36  p r o v i d e s  f o r  t h e  
s t a t e  t o  f u r t h e r  s u b s i d i z e  t h e  F e d e r a l  C rop  i n s u r a n c e  premium up to  
a n o t h e r  30%.

SB 336  a l s o  r e q u i r e s  t h a t  an a p p l i c a n t  f o r  a s h o r t  t e rm  l o a n  may be
r e q u i r e d  t o  p u r c h a s e  i n s u r a n c e  t h r o u gh  t h e  F e d e r a l  C rop  I n s u r a n c e
P r o g r am  as  a c o n d i t i o n  o f  l o a n .  F a rm e r s  a r e  n o t  a l o n e  i n  s u f f e r i n g ,  
f i n a n c i a l  l o s s  when c r o p  d i s a s t e r  s t r i k e s .  C rop  i n s u r a n c e  w i l l  a l s o  
h e l p  p r o t e c t  c r e d i t o r s ,  l e n d i n g  i n s t i t u t i o n s ,  b u s i n e s s e s  s u p p l y i n g  
a g r i c u l t u r a l  n eeds  and th e  e n t i r e  communi ty f r om  r i s k s  a s s o c i a t e d  w i t h  
c r o p  d i s a s t e r s .

N a t i o n  w i d e ,  more l e n d e r s  a r e  r e q u i r i n g  c r o p  i n s u r a n c e  an a c o n d i t i o n  
f o r  f a rm  o p e r a t i n g  l o a n s  b e cau se  such i n s u r a n c e  h e l p s  p r o t e c t  t h e i r  
i n v e s tm e n t  i n  a g r i c u l t u r e .

What . The B e n e f i t  To The S t a t e ?

F e d e r a l  C rop  I n s u r a n c e  p r o t e c t i o n  adds g u a r a n t e e s  t h a t  f a rm e r s  i n  the
s t a t e  w i l l  be a b l e  f n meet l o a n  r e paymen t  o b l i g a t i o n s  and t o  pay ca sh  
c o s t s  even  when c r o p s  f a i l .  F a rm e r s  p a r t i c i p a t i n g  i n  t h e  p r og r am  a r e  
a s s u r e d  o f  r e c o v e r i n g ,  a t  a minimum, th e  l o s t  c a p i t a l  t h e y  must have  
i n  o r d e r  t o  c o n t i n u e  f a rm i n g — t o  buy th e  s e e d ,  f u e l ,  and f e r t i l i z e r
t h a t  a r e  r e q u i r e d  t o  a s s u r e  t h e  n e x t  y e a r ' s  c r o p .

C u r r e n t l y  t h e  A l a s k a  R e v o l v i n g  Loan Fund w i l l  c o v e r  o p e r a t i n g  c o s t s ,  
b u t  n o t  i n s u r a n c e .  SB 3 3 6 ,  h e l p i n g  th e  f a rm e r  w i t h  an a d d i t i o n a l
premium s u b s i d y ,  h e l p s  p r o t e c t  t h e  f a r m e r ,  and t h e  s t a t e ' s  i n v e s tm e n t
i n  a g r i c u l t u r e ,  a g a i n s t  b o t h  a r e a  and i n d i v i d u a l  d i s a s t e r s .



What Is The Cast To The State?

The D ep a r tm e n t  o f  N a t u r a l  R e s o u r c e s  h a s  p r o j e c t e d  a c o s t  o f  
$ 1 4 0 , 0 0 0 . 0 0  f o r  t h e  f i r s t  two y e a r s  o f  p a r t i c i p a t i o n  i n  t h e  F e d e r a l  
C r o p  I n s u r a n c e  p r o g r am .  T h i s  amount a p p e a r s  i n  t h e  f i o v e r n o r ' s  budge t  
f o r  FY ' 8 5 .  F o r  FY 86  and FY 8 7 ,  t h e  e x p e n d i t u r e s  wou ld  be 80  and 90 
th ou s and  d o l l a r s  r e s p e c t i v e l y ,  and would come f r om  t h e  g e n e r a l  f u n d .

The S t a t e  c o n t r i b u t i o n  need n o t  be seen  t o t a l l y  as  a s u b s i d y .  T h i s  
f o rm  o f  i n s u r a n c e  may p a r t i a l l y  r e p l a c e  o t h e r  p u b l i c  s a f e t y  n e t s  by 
p r o v i d i n g  i n s u r a n c e  premiums i n  l i e u  o f  r e im bu r s em en t  t o  f a rm e r s  f o r  
damage by  w i l d l i f e ,  e t c .

The FCIC w i l l  w o rk  w i t h  t h e  s t a t e  o f  A l a s k a  t o  minimize ,  a d m i n i s t r a t i v e  
e x p e n s e s  t o  t h e  s t a t e .  Those  t h a t  a r e  i n c u r r e d  w i l l  be l ow ,  and 
r e l a t e d  o n l y  t o  t h e  p r e p a r a t i o n  and t r a n s m i s s i o n  o f  payments  by  the 
s t a t e  t o  FCIC on th e  b e h a l f  o f  A l a s k a  p r o d u c e r s .

How W i l l  The P r o g r am  Work?

The FCIC i s  e n c o u r a g i n g  p a r t i c i p a t i o n  by A l a s k a n  f a r m e r s .  Tt has  
expanded i t s  p r o g r am  f o r  A l a s k a  beyond b a r l e y ,  t o  i n c l u d e  whea t and 
o a t s ,  and w i l l  s o on  i n c l u d e  p o t a t o e s  among t h e  c r o p s  c o v e r e d  by t h i s  
p r o t e c t i o n .

Each f a rm e r  may s e l e c t  t h e  p e r c e n t  o f  a v e r a g e  y i e l d  he wou ld  l i k e  t o  
h a v e  g u a r a n t e e d  and t h e  p r i c e  he wou ld  l i k e  t o  be p a i d  f o r  h i s  
d e f i c i e n c y  i f  he  f a l l s  b e l ow  t h e  g u a r a n t e e d  l e v e l .  D epend ing  on h i s  
s e l e c t i o n ,  a f e d e r a l l y  s u b s i d i z e d  premium i s  e s t a b l i s h e d  wh ich he must 
p a y .  T h e r e  a r e  t h r e e  d i f f e r e n t  l e v e l s  t h a t  a f a rm e r  mav c h oo s e  f r om  
i n  s e l e c t i n g  a c o v e r a g e  r a t e  ( 5 0 ,  6 5 ,  and 75 % ) .  T h e r e  a r e  a l s o  t h r e e  
d i f f e r e n t  p r i c e  e l e c t i o n  r a t e s  ( $ 2 . 0 0 ,  2 . 2 5 ,  and 2 . 6 0 ) .  F e d e r a l  
l e g i s l a t i o n  now p e rm i t s  t h e  S t a t e  t o  pay a m a t ch in g  s u b s i d y ,  up t o  
30%.

J u s t i f i c a t i o n

The F e d e r a l  C rop  I n s u r a n c e  P r o g r am  w i l l  i n s u r e  a f a rm e r  a g a i n s t  low 
c r o p  y i e l d s  r a t h e r  t h a n  l ow  p r i c e .  I n  A l a s k a ,  t h i s  p r og r am  w i l l  h e l p  
p r o t e c t  a g a i n s t  mid -summer  f r o s t s ^ e a r l y  r a i n  d u r i n g  h a r v e s t ,  and 
b i s o n  damage t o  b a r l e y ,  wh ich  h a s  o c c u r r e d  i n  th e  p a s t .  Even a f t e r  a 
y e a r  w i t h o u t  d i s a s t e r ,  f a rm e r s  f a c e  an e v e r p r e s e n t  c o n c e r n  f o r  t h e  
n e x t  c r o p  y e a r .  I n  t h i s  s e n s e ,  FCIC and t h e  S t a t e  o f  A l a s k a  can h e l p  
t o  p r o v i d e  A l a s k a n  a g r i c u l t u r e  w i t h  more t h an  j u s t  b u s i n e s s  s e c u r i t y .

The p a s s a g e  o f  SB 336  s h o u l d  l e a d  t o  g r e a t e r  p a r t i c i p a t i o n  by A l a s k a  
p r o d u c e r s  i n  t h e  F e d e r a l  C rop I n s u r a n c e  p r o g r am .  The needs  o f  
p r o d u c e r s  f o r  r i s k  p r o t e c t i o n  w i l l  be b e t t e r  me t .  T h i s  i n c r e a s e d  
p r o t e c t i o n  w i l l  h a v e  a b e n e f i c i a l  impac t  on o t h e r  segmen ts  o f  t h e  
economy whose v i a b i l i t y  depends  on a h e a l t h y  a g r i c u l t u r e ,  h e l p i n g  t o  
s t a b i l i z e  th e  econom ic  a c t i v i t y  o f  l o c a l  c om mun i t i e s  and s t r e n g t h e n  
t h e  s u r r o u n d i n g  r u r a l  economy,  and ,  t o  a l e s s o r  d e g r e e ,  t h e  u r b an  
economy.
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MEMORANDUM 

May 2 ,  1 984

TO: Members ,  S e n a t e  Finaryce Comnrfr.t e e
FROM: S e n a t o r  V i c  F i s c h e r /

RE: CSSB 336  ( R e s )  An a c t  r e l a t i n g  t o  f e d e r a l  c r o p  i n s u r a n c e ;
e f f e c t i v e  d a t e .

The p u r p o s e  o f  SB 336  i s  t o  s u p p o r t  A l a s k a  a g r i c u l t u r e  by s u b s i d i z i n g  
f a r m e r s '  premiums p a id  t o  th e  F e d e r a l  C rop  I n s u r a n c e  P r og r am .  A s e c ond ­
a r y  p u r p o s e  i s  t o  p r o t e c t  t h e  s t a t e ' s  i n v e s tm e n t  i n  a g r i c u l t u r e  by 
p r o v i d i n g  i n s u r a n c e  c o v e r a g e  o f  c r o p s  s u p p o r t e d  by A g r i c u l t u r e  R e v o l v i n g  
Loan  Fund l o a n s .

The f e d e r a l  gove rnmen t  now w i l l  pay 30% o f  a f a r m e r ' s  c r o p  i n s u r a n c e .  
Unde r  t h i s  p r og r am  the  s t a t e  w i l l  pay an a d d i t i o n a l  30%, l e a v i n g  40% to  
be p a id  by the  i n d i v i d u a l  f a rm e r s .

V i r t u a l l y  a l l  o f  th e  a d m i n i s t r a t i v e  c o s t s  o f  th e  p r og r am  a r e  p a i d  by the  
f e d e r a l  g o v e r nm en t .  A l l  o f  th e  c o s t s  o f  w o r k i n g  w i t h  the  i n d i v i d u a l  
f a rm e r s  a r e  c o v e r e d .  The o n l y  e xpen se  l e f t  f o r  th e  s t a t e  i s  t h a t  o f  
mak ing  one lump-sum payment t o  the  F e d e r a l  C rop  I n s u r a n c e  C o r p o r a t i o n .

S e c t i o n  1 p r o v i d e s  t h a t  the  Ag R e v o l v i n g  uoan Fund may r e q u i r e  c r op  
i n s u r a n c e  as a c o n d i t i o n  o f  a l o a n .

S e c t i o n  2 e s t a b l i s h e s  th e  p r og r am :
Agreement w i t h  F e d e r a l  C rop I n s u r a n c e  C o r p o r a t i o n  
Amount o f  c o n t r i b u t i o n s  (ma tches  f e d s  c o n t r i b u t i o n )
L i m i t a t i o n s  on s t a t e  s u b s i d y  (30% o f  pr em iums)
P r o v i d e s  f o r  a p p r o p r i a t i o n s  f r om  g e n e r a l  f u n d ;  a l l o c a t i o n  on f i r s t
come b a s i s
D e f i n i t i o n s

S e c t i o n  3 p r o v i d e s  an immed ia te  e f f e c t i v e  d a t e .

The f i s c a l  n o t e  i s  z e r o  f o r  FY 85 and 8 0 . 0  p e r  y e a r  s t a r t i n g  i n  FY 8 6 .  
C o s t s  f o r  t h i s  p r og r am  were  i n c l u d e d  i n  the  G o v e r n o r ' s  FY 85 o p e r a t i n g  
budge t  f o r  DNR a t  1 4 0 . 0 ,  wh ich p r o v i d e s  f u n d i n g  f o r  two c r o p  y e a r s  -  
1984 and 1 9 8 5 .  At t h i s  t im e ,  b o th  S e n a t e  and House DNR budge t s  i n c l u d e  
c r o p  i n s u r a n c e  f u n d i n g .

The b i l l  i s  f a v o r e d  by th e  A d m i n i s t r a t i o n .  S h a r o n  B a r t o n  o f  th e  DNR i s  
e x p e c t e d  t o  be h e r e  t o  answer  q u e s t i o n s  f r om  th e  C omm it t ee .
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S e n a t e  

C o m m i t t e e  o n  - R e s o u r c e s

MEMORANDUM

DATE: January 9, 1984

TO: Senate Resources Committee Members 

pR0M: Senate Resources Committee Staff 

RE: Federal Crop Insurance Program

Cn Wednesday, January 11, at 3:00pm in the House Resources 
Committee Room (Room 118, Capitol), the Senate and House 
Resources Committees will be briefed on the Federal Crop 
Insurance Program.

The Federal Crop Insurance Program provides risk 
protection for crop producers nationwide. In effect since 
1939, the proqram initiallv provided coverage on wheat, cotton, 
and fia::. In 1980, Federal Crop Insurance was L -er lauled by 
the Federal Crop Insurance Act, which expanded the scope of the 
program, both in terms of crops insurable and areas insurad, 
and authorized state participation in the program.

The current program protects against losses from natural 
disasters, freeze, wind, disease, drought, excess moisture and 
animal damage, and covers barley, oats, potatoes, forage, and 
nearly 30 other major crops. it essentially guarantees the 
farmer a certain income despite his actual crop yield. A 
guaranteed yield is determined based on average historical 
yields. Insurance coverage is provided on this guaranteed 
yield, which is limited to 50, 60, or 75% of the farm's average 
yield. In the event of a poor crop year, indemnities are paid 
on the difference between the producer's actual yield and his 
guaranteed yield. The settlement price, which is the dollar 
amount that will be paid on each bushel or pound that is not 
harvestable, is limited to 90% of the estimated harvest price.



Coverage of Delta area farmers' barley crop began with the 
1981 crop year. (Coverage of the Pt. MacKenzie area and of
oats and wheat is expected to begin in 1984.) During 1983, 
approximately 75% of the 12,000 Delta barley acres were 
insured, at an average insurance cost of $12 per acre. Under 
the program, the federal government subsidizes 30% of each 
farmer's premium payment, on coverage of up to 65% of the 
farm's average yield. The 1980 Act authorized state 
participation in the program by allowing states to provide an 
additional subsidy (up to 30%) over and above the federal 
contribution.

Authorizing the State of Alaska to provide an additional 
30% subsidy to Alaskan farmers would reduce the cost of crop 
insurance to the farmers, and since most farms are initially 
financed through the Agricultural Revolving Loan Fund, would 
conceivably help protect the state's collateral against natural 
disaster. The Division of Agriculture, Department of Natural 
Resources, estimates the cost to the state for it s 
participation at $140,000 for FY 85 (for the 1984 and 1985 c t o d  
years), $80,000 for FY 86, and $90,000 for FY 87. These /
figures are based on a total premium of $12 per acre, with the
state's share figured at $4 per acre.

To date, Texas is the onlv other state to have introduced
legislation that would authorize state participation in the 
Federal Crop Insurance Program.



A  C R O P  I N S U R A N C E  P R I M E R

BACKGROUND

The Fede r a l  Crop I n su r a n c e  C o r p o r a t i o n  ( F C IC ) ,  some 45  y e a r s  o l d ,  i s  the 
F e d e r a l  agency cha rged w i t h  a d m i n i s t e r i n g  a n a t i o nw id e  c r o p  i n s u r a n c e  p rog ram 
which i s  t h e  Amer ican p r o d u c e r ' s  p r im a r y  s o u rc e  o f  r i s k  p r o t e c t i o n .

The p r og r am ,  i n i t i a l l y  v e r y  l i m i t e d ,  was o v e r h a u l e d  by t h e  F e d e r a l  C rop 
I n s u r a n c e  Act o f  198U , which a u t h o r i z e d  c r o p  i n s u r a n c e  c o v e r a g e  o f  every 
c om m e r c i a l l y  grown c r o p  i n  t h e  U . S . ,  p l u s  t im b e r ,  l i v e s t o c k ,  and a q u i c u l t u r e .  
Today ,  c r op  ' n su ran ce  c o v e r a g e  i s  o f f e r e d  on o v e r  30  m a j o r  c r o p s  in  3 , 0 0 0  U . S .  
c o u n t i e s .  V r t u a l l y  a l l  f o rm e r  " d i s a s t e r  c r o p "  a c r e a g e  i s  o r  soon  w i l l  be 
c o v e r e d .

HOW DOES IT  WORK

A c r o p  i n s u r a n c e  p o l i c y  can be d e s i g n ed  t o  accommodate a p r o d u c e r ' s  i n d i v i d u a l  
n eeds :  more than 5U d i f f e r e n t  c o v e r a g e  o p t i o n s  a r e  a v a i l a b l e .

YIELD GUARANTEES. The 1980  FCI Ac t l i m i t s  c r o p  i n s u r a n c e  c o v e r ag e  t o  75 
p e r c e n t  o f  a p r o d u c e r ' s  a v e r a g e  y i e l d .  Crop i n s u r a n c e  o f f e r s  y i e l d  g u a r a n t e e s  
a t  5 0 ,  6 5 ,  o r  75 p e r c e n t  o f  a v e r a g e  y i e l d .

A l though  th e  a v e rage  y i e l d  on mos t c r o p s  i s  d e t e rm in ed  on an " a r e a  c o v e r a g ? "  
b a s i s ,  FC IC ' s  Boa rd  o f  D i r e c t o r s  r e c e n t l y  app ro ved  u s i n g  a p r o a u c e r ' s  a c t u a l  
p r o d u c t i o n  h i s t o r y  as th e  s o l e  b a s i s  f o r  y i e l d  g u a r a n t e e s .  P r o d u c e r s  have 
o f t e n  c omp la in ed  t h a t  a r e a  c o v e r a g e s  a r e  s u b s t a n t i a l l y  l o w e r  th an  the 
p r o d u c t i o n  e x p e c t a t i o n s  on t h e i r  f a rm s ,  making c r o p  i n s u r a n c e  l e s s  d e s i r a b l e .

Ac tua l  p r o d u c t i o n  h i s t o r y  w i l l  be used  t o  d e t e rm in e  g u a r a n t e e s  on c o t t o n  and 
r i c e  b eg inn i ng  i n  1 9 8 4 ;  o t h e r  i n s u r e d  c r o p s  w i l l  j o i n  the  p rog ram by 1 9 8 7 .

PRICE SELECTIONS. A p r o d u c e r  may s e l e c t  one o f  t h r e e  d i f f e r e n t  p r i c e s  f o r  h i s  
p o l i c y .  P r i c e  s e l e c t i o n s  a r e  made f o r  each c r o p  by e s t im a t i n g  th e  h a r v e s t  
p r i c e  f o r  th e  c r o p ,  and pegg ing  t h e  t o p  v a l u e  a t  90 p e r c e n t  o f  that,  p r i c e .  
P r i c e  s e l e c t i o n s  change a n n u a l l y  and r e p r e s e n t  h i g h ,  medium and low h a r v e s t  
p r i c e  e s t im a t e s .

PREMIUMS. Premiums a r e  c a l c u l a t e d  t o  c o v e r  r i s k  o f  l o s s  and a r e  a d j u s t e d  
p6f*1 Cu i c a l l y  t o  a c coun t  f o r  changes  i n  l o s s  h i s t o r y .  The FCI Act o f  1930 
r e q u i r e s  t h a t  th e  c r op  i n s u r a n c e  p rog ram be a c t u a r i a l l y  sound .  To a c c om p l i s h  
t h i s ,  FCIC m a i n t a i n s  a l o s s  r a t i o  ( i n d e m n i t i e s  p a id  v s .  premiums c o l l e c t e d )  
goa l  o f  . 9 0 ,  w i th  the  r em a ind e r  i n t e n d ed  t o  c o v e r  c a t a s t r o p h i c  l o s s e s .

The F e d e r a l  Government s u b s i d i z e s  p r o d u c e r  premiums a t  30 p e r c e n t  up t o  the 65 
p e r c e n t  c o v e r ag e  l e v e l .  The d o l l a r  sub s id y  a t  the 75 p e r c e n t  c o v e r a g e  l e v e l  
r ema in s  the  same, bu t  t h e  p e r c e n t a g e  i s  u n d e r s t a n d a b l y  l ow e r .

INDEMNITIES. I n d em n i t i e s  a r e  p a id  wheneve r the  p r o d u c e r ' s  a c t u a l  y i e l d  f a l l s  
be l ow  h i s  y i e l d  g u a r a n t e e .  The d i f f e r e n c e  be tween th e  two y i e l d s  i s  
m u l t i p l i e d  by th e  p r i c e  e l e c t i o n  and th e  number o f  a c r e s  i n s u r e d .  The r e s u l t  
1i> the  indemn i ty  due.



HAIL -F IRE OFT OUT. A p r o d u c e r  c a r r y i n g  p r i v a t e  h a i l - f i r e  c o v e r a g e  may e x c l u d e  
such c o v e r a g e  f rom h i s  p o l i c y  and r e c e i v e  a commensura te premium r e d u c t i o n .  
P r i v a t e  h a i l - f i r e  c o v e r a g e ,  howeve r ,  mus t be i n  an amount equa l  t o  o r  g r e a t e r  
than  t h a t  which would be p r o v i d e d  unde r  an FCIC p o l i c y .

CROP INSURANCE-POLICIES.  C rop  i n s u r a n c e  p o l i c i e s  a r e  c o n t i n u i n g  c o n t r a c t s  
which renew a u t o m a t i c a l l y  u n l e s s  s p e c i ' i c a l l y  c a n c e l l e d  i n  w r i t i n g  by the  
i n s u r e d  o r  i n s u r e r .  Unpa id  premiums may r e s u l t  i n  t h e  c a n c e l l a t i o n  o f  a 
p o l i c y  i f  t h e  a c c ou n t  i s  n o t  s e t t l e d  by a p r e d e t e rm in ed  " t e rm i n a t i o n  d a t e . "

HOW IS  I T  DELIVERED

The FCI Ac t o f  19BU e s t a b l i s h e d  a duai d e l i v e r y  sy s tem f o r  c r op  i n s u r a n c e ,  
w i t h  each  s y s t em  u t i l i z i n g  t h e  i n s u r a n c e  r e s o u r c e s  o f  t h e  p r i v a t e  s e c t o r .

MASTER MARKETERS. Gene ra l  S a l e s  and S e r v i c e  Agenc ie s  (known as M as t e r  
M a r k e t e r s )  w i t h  a t  l e a s t  E5 a g e n t s  c o n t r a c t  w i t h  FCIC t o  w r i t e  p o l i c i e s  on 
FCIC p a p e r .  M a s t e r  M a r k e t e r s  p r o v i d e  management ,  s u p e r v i s i o n ,  c o n t r a c t  
s e r v i c i n g  and q u a l i t y  c o n t r o l ,  and th e  F e d e r a l  Gove rnment compensa tes the 
a g e n c i e s  on a commiss ion  b a s i s .

T r a i n i n g  f o r  M as t e r  M a rk e t i n g  ag en t s  i s  p r o v i d e d  by FCIC , and a l l  such ag en t s  
must be l i c e n s e d  and c e r t i f i e d  i n  th e  c r o p s  th ey  i n t e n d  t o  s e l l .

A d d i t i o n a l l y  a l l  l o s s  a d j u s tm en t  f u n c t i o n s  on m a s t e r  m a r k e t e r  p o l i c i e s  a r e  
c a r r i e d  o u t  by FC IC .

REINSURED COMPANIES. Unde r t h i s  s y s tem ,  p r i v a t e  M u l t i - P e r i l  Crop I n s u r a n c e  
Companies  w r i t e  c r o p  i n s u r a n c e  p o l i c i e s  u nde r  t h e i r  own brand names,  bu t  i n  
i d e n t i c a l  t e rms  and c o n d i t i o n s  as  M as t e r  M a r k e t e r s .  The F e d e r a l  Government 
r e i n s u r e s  the  p r i v a t e  compan ie s a g a i n s t  c a t a s t r o p h i c  l o s s  and compensa tes  them 
f o r  s a l e s  and l o s s  a d j u s tm en t  f u n c t i o n s .

R e i n s u r e d  compan ie s  p r o v i d e  m a r k e t i n g ,  d i s t r i b u t i o n ,  s e r v i c i n g ,  t r a i n i n g ,  
q u a l i t y  c o n t r o l ,  premium c o l l e c t i o n  and l o s s  a d j u s tm e n t  f u n c t i o n s .

ASCS. In  a sm a l l  number o f  c o u n t i e s  w i t h  m a rg in a l  a g r i c u l t u r a l  a c t i v i t y ,  ASCS 
w i l l  c o n t i n u e  t o  p r o v i d e  c r o p  i n s u r a n c e  s a l e s  and s e r v i c e .  As p r i v a t e  
d e l i v e r y  s y s tem s  br'-ome a v a i l a b l e  i n  t h e s e  c o u n t i e s ,  i t  i s  a n t i c i p a t e d  t h a t  
ASCS a c t i v i t y  w i l l  be phased o u t .

SHARE OF BUSINESS. As more p r i v a t e  compan ies h a nd le  t h e  c r o p  i n s u r a n c e  l i n e ,  
t h e  s h a r e  o f  b u s i n e s s  w r i t t e n  by r e i n s u r e d  compan ie s w i l l  c o n t i n u e  t o  grow .
In c r o p  y e a r  1 9B2 ,  when r e l a t i v e l y  few MPCI compan ies were w r i t i n g  c r o p  
i n s u r a n c e ,  r e i n s u r e d  compan ies a c coun t ed  f o r  o n l y  2U p e r c e n t  o f  FC IC ’ s t o t a l  
book o f  b u s i n e s s .  A l th ough  f i n a l  c; Jp y e a r  19E3 f i g u r e s  a r e  n o t  y e t  i n ,  i t  i s  
e s t im a t e d  t h a t  t h e  r e i n s u r e d  s h a r e  w i l l  i n c r e a s e  t o  a p p r o x im a t e l y  35 p e r c e n t .  
F o r  1 9B 4 ,  we e x p e c t  r e i n s u r a n c e  t o  c o n t i n u e  t o  grow and ac coun t  f o -  
a p p r o x i i r . a t e l y  4 5  p e r c e n t  o f  a l l  c r o p  i n s u r a n c e  b u s i n e s s .



---------------------------------------------------------------------- -----------

United States 
Department ot 
Agriculture

Federal Crop
Insurance
Corporation

O f f i c e  o f  t h e  
Manager

W a sh in g t o n ,  D. C 
2 0 25 0

TO: I n t e r e s t e d  P a r t i e s

FROM: Manager

SUBJECT: S t a t e  P a r t i c i p a t i o n  i n  F e d e r a l  C rop  I n s u r a n c e

B ackg ro und :

The F e d e r a l  C rop I n s u r a n c e  A c t ,  a s  amended O c t o b e r  1 ,  1 9 8 0 ,  p r o v i d e s  
u nd e r  S e c t i o n  5 0 8 ( b )  ( 5 )  t h a t :

"The Boa rd  ( o f  D i r e c t o r s )  may e n t e r  i n  t o  ag r eemen t s  w i th  any
S t a t e  o r  agency o f  a S t a t e  u n de r  wh ich such S t a t e  o r  a g a*o y  may
pay t o  t h e  C o r p o r a t i o n  a d d i t i o n a l  premium s u b s i d y  t o  f u r t h e r
r e d u c e  th e  p o r t i o n  o f  t h e  premium p a id  L„ f a rm e r s  i n  each S t a t e . "

D i s c u s s i o n :

T h e r e  a r e  p r e s e n t l y  f o u r  methods  a v a i l a b l e  t o  t h e  C o r p o r a t i o n  t o  
accommodate s t a t e s  d e s i r i n g  t o  p a r t i c i p a t e  i n  t h i s  p r og r am :

1 .  The S t a t e  c o u l d  make d i r e c t  payments  t o  t h e  p o d u c e r s  f o r  a 
s p e c i f i e d  s h a r e  o f  t h e  f a r m e r - p a i d  p o r t i o n  o f  h i s  premium wh ich 
i s  p a i d  t o  t h e  F e d e r a l  C rop I n s u r a n c e  P r o g r am .  T h i s  wou ld  be i n  
t h e  f o rm  o f  a S t a t e  " r e f u n d "  f o r  a p r e - d e t e rm i n e d  p o r t i o n  o f  
t h a t  premium.

2 .  The S t a t e  c o u l d  p r o v i d e  t a x  c r e d i t s  f o r  p a r t i c i p a t i n g  
f a rm e r s  on i t s  S t a t e  Income Tax r e t u r n s .  T h i s  v/ould be 
r e g u l a t e d  s t r i c t l y  w i t h i n  each S t a t e  and wou ld  have no d i r e c t
F e d e r a l  c o n n e c t i o n  o t h e r  t h a r  added i n c e n t i v e .

3 .  The F e dp r a l  g o ve rnmen t  c o u l d  b f l  each c o o p e r a t i n g  S t a t e  fo-  
i t s  s h a r e  o f  t h e  a d d i t i o n a l  payment— t o  be d e t e rm in e d  i n i t i a l l y  
by each  S t a t e — a t  t h e  t im e  t h e  a c r e a g e  r e p o r t s  a r e  p r o c e s s e d  and 
t h e  e x t e n t  o f  f a rm e r  p a r t i c i p a t i o n  i n  each  S t a t e  i s  d e t e rm in e d  
f o r  t h e  c r o p  y e a r .

4 .  The S t a t e  c o u l d  o f f e r  t h e  e n t i , e i n s u r a n c e  p l a n  and FCIC o r
a F e d e r a l  agency c o u l d  a c t  a s  a r e i n s u r e r  and s h a r e  i n  t h e  c o s t
t o  a p r e - d e t e rm i n e d  e x t e n t .

The Federal Croo Insurance 
Corporation is an agency ot the 
Onpanmem ot Agriculture



A

2 .
C o n c l u s i o n :

The C o r p o r a t i o n  w i l l  p r o v i d e  any i n f o r m a t i o n  needed by s t a t e s  
p a r t i c i p a t i n g  i n  t h i s  p rog ram  i n  o r d e r  t o  f a c i l i t a t e  t h e  p r o c e s s  and w i l l  work 
d i r e c t l y  w i t h  S t a t e  o f f i c i a l s  t o  mee t  t h e i r  p a r t i c u l a r  n e e d s .  F o l l o w i n g  i s  an 
examp le  o f  t h e  C o o p e r a t i o n ' s  work - , i t h  o f f i c i a l s  t o  e s t a b l i s h  a p rog ram  i n  
t h e i r  S t a t e :

A S t a t e  w ished  t o  e x p l o r e  t h e  p o s s i b i l i t y  o f  p r o v i d i n g  a s s i s t a n c e  t o  
f a r m e r s .  O f f i c i a l s  c o n t a c t e d  us  and a s k ed  tha i ;  we p r o v i d e  e s t im a t e d  
premium vo lume i n  t h e i r  S t a t e  f o r  t h e  c u r r e n t  and two su cce ed ing  
y e a r s .  They s e l e c t e d  o p t i o n  3 as  t h e i r  p r e f e r r e d  method o f  
c om pen sa t i n g  i n s u r e d  f a r m e r s .  A t  t h e i r  r e q u e s t ,  we met w i t h  bu Jg e t  
p e r s o n n e l  and t h e  C o m p t r o l l e r  o f  t h a t  S t a t e  t o  a s s i s t  them i n  

. a r r i v i n g  a t  d o l l a r  needs  o v e r  t h e  n e x t  two y e a r s  and d e t e rm in i n g  t h e  
mechan ism and f r e q u e n c y  o f  b i l l i n g  f o r  amounts due t h e  C o r p o r a t i o n .  
We a l s o  o f f e r e d  s u g g e s t i o n s  c o n c e r n i n g  c o u r s e s  o f  a c t i o n  i n  the  
e v e n t  t h a t  demand exceeded  f u n d s  a v a i l a b e .  At  t h i s  p o i n t  i n  t im e  a 
b i l l  i s  now b e f o r e  t h e  S t a t e  L e g i s l a t u r e  'o r  c o n s i d e r a t i o n .



Federal Crop Spokane
Insurance F i e l d  A c t u a r i a l
Corporation O f f i c e

ft. 1 1 2  U n i v e r s i t y  Rd .  
. Su i te  200
Spokane ,  Wash ing ton  P9206

To :  M e r r i t t  W. S p r ague ,  Manager
FC IC ,  Wash ing ton ,  D .  C.

August 25 1983

A t t e n t i o n :  D enn i s  Lynn ,  C o m p t r o l l e r

Sub jec t .  A l a s k a  P r opo sed  L e g i s l a t i o n
( C o n v e r s a t i o n  Knox —  J .  W. E l l i s )

W i th  r e g a r d s  t o  th e  p roponed  C o n g r e s s i o n a l  A f f a i r s  and L e g i s l a t i o n  D i v i s i o n  o f  
FC I  m e e t i n g  w i th  A l a s k a n  a g r i c u l t u r e  o f f i c i a l s  t o  e x p l a i n  the  a d van ta g e s  o f  
A l a s k a n  l e g i s l a t i o n  s u b s i d i z i n g  premiums p a i d  by f a r m e r s ,  i t  h a s  come t o  ou r
a t t e n t i o n  t h a t  s p e c i f i c  c r o p  a c r e a g e ,  y i e l d s ,  and h i s t o r i c a l  d a t a  i s
u n a v a i l a b l e  t o  y o u r  o f f i c e  a s  A l a s k a  do e s  n o t  h a v e  a s t r o n g  d a t a  bank o f  such
i n f o r m a t i o n  as  i t  i s  "new”  on the  a g r i c u l t u r e  s c e n e .

The a t t a c h e d  i n f o rm a t i o n  was pu t  t o g e t h e r  u s in g  e x i s t i n g  A l a s k a  S t a t i s t i c a l  
R e p o r t i n g  S e r v i c e  ( SRS )  d a t a ,  p r e s e n t  i n s u r a n c e  premium r a t e s ,  p a r t i c i p a t i o n  
l e v e l s ,  and the  f o l l o w i n g  a s s um p t i o n s :

1 .  FC I  Management w i l l  a p p r o v e  a d d i t i o n a l  c r o p s  f o r  i n s u r a n c e  p u rp o s e s  i n  
A l a s k a  1 9 8 2 - 1 9 9 0 .

2 .  A l a s k a  c r o p l a n d  e l i g i b l e  f o r  i n s u r a n c e  p u r p o s e s  w i l l  expand a t  th e  r a t e  o f  
1 0  p e r c e n t  p e r  y e a r  1 9 8 2 - 1 9 9 0  i n c l u s i v e .

3 .  P r o j e c t e d  a c t u a r i a l  i n f o r m a t i o n ,  i . e .  p e r c e n t  o f  p a r t i c i p a t i o n ,  p r o d u c t i o n  
g u a r a n t e e d ,  s e t t l e m e n t  p r i c e  e l e c t i o n ,  and c r o p  premium r a t e s  a r e  based 
upon e x i s t i n g  p rog rams and p r o j e c t e d  r i s k  r a t e  l e v e l s  a s  v iewed by SFAO 
D i r e c t o r  Knox.

Wi th r e g a r d s  t o  d a t a  shown on a t t a c hm en t  5 ,  ba se  y e a r  o f  1981  was used  as  i t  
more c l o s e l y  f i t s  the "norm" than  1982  due t o  e x t r em e  c l i m a t i c  c o n d i t i o n s  
d u r i n g  1 9 8 2  c r o p  y e a r .

I f  Mr .  L ynn ,  o r  one o f  h i s  s t a f f ,  h a s  any q u e s t i o n s  w i t h  r e g a r d s  t o  t h i s  
s i t u a t i o n  o r  w i shes  f u r t h e r  v e r i f i c a t i o n ,  p l e a s e  c o n t a c t  Mr.  Knox .

L e r o y  F .  Knox 
D i r e c t o r

A t ta chmen ts  ( 5 )

• A " '- .  The FftOaral 
' Corporation: n______

Tha FoOaral Croo Insurance 
Corporation is an agency ol tne 

, ’ Department ot Agriculture



Attachment 1

BARLEY -  ALASKA I S 7 5 - 1 9 8 1  
( T o t a l  S t a t e  Ac re s  th r ou gh  1 9 8 2 )

D i s t r i c t Yea r
Area

P l a n t e d
Ac re s

A rea

Ac re s

H a r v e s t e d  f o r  
Y i e l d  
Bu .  Bu.

G r a i n
P r o d u c t i o n

Cwt. V a lu e
( 0 0 0 ) ( 0 0 0  '

1975 300 250 2 1 . 7 5 . 4 2 , 6 0 0 2 3 . 4
1 9 7 6 157 1 7 5 3 4 . 3 6 . 0 2 , 9 0 0 2 6 . 0
1977 1 , 3 5 0 1 , 3 0 0 4 7 . 6 6 1 . 9 2 9 , 7 0 0 . 2 4 0 . 0

Tanana V a l l e y 1978 • 2 , 5 0 0 2 , 4 5 0 3 3 . 9 8 3 . 1 3 9 , 9 0 0 3 1 0 . 0
1979 4 , 4 0 0 4 , 0 8 0 4 5 . 6 1 8 6 . 0 8 9 , 3 0 0 5 3 6 . 0
1 9 30 1 2 , 5 0 0 1 0 , 6 0 0 2 9 . 2 3 0 9 . 6 1 4 8 , 6 0 0 9 0 4 . 0
1981 1 5 , 6 0 0 5 , 8 0 0 3 2 . 9 1 9 1 . 0 9 1 , 7 0 0 7 7 4 . 0

1975 1 , 2 0 0 1 , 2 0 0 5 2 . 4 6 2 . 9 3 0 , 2 0 0 2 5 5 . 0
1976 1 , 1 7 5 1 , 1 2 5 5 4 . 2 6 1 . 0 2 9 , 3 0 0 2 3 5 . 0
1977 1 , 7 2 0 1 , 3 0 0 4 9 . 3 6 4 . 1 3 0 , 8 0 0 2 3 9 . 0

Matanuska  V a l l e y 1978 1 , 7 1 0 1 , 5 5 0 4 3 . 2 6 6 . 9 3 2 , 1 0 0 2 6 0 .  j
1979 2 , 0 5 0 1 , 7 2 0 5 8 . 7 1 0 1 . 0 4 8 , 5 0 0 - 2 5 . 0
1980 1 , 4 0 0 900 3 2 . 7 2 9 . 4 1 4 , 1 1 1 1 3 . 0
1981 900 700 3 8 . 6 2 7 . 0 1 3 , 0 0 0 1 2 0 . 0

1975 100 50 3 3 . 3 1 . 7 800 8 . 6
1976 50 - - - - -
1977 3 0 - - - - .

Kena i  P e n i n s u l a 1978 90 - - - - -
1979 5 0 - - - - -
1 .'80 100 - - - - -
1981 — — ““

1975 1 , 6 0 0 1 , 5 0 0 4 7 . 0 7 0 . 0 3 3 , 6 0 0 2 8 7 . 0
1976 1 , 4 0 0 1 , 3 0 0 5 1 , 5 6 7 . 0 3 2 , 2 0 0 2 6 1 . 0
1977 3 , 1 0 0 2 , 6 0 0 4 8 . 5 1 2 6 . 0 6 0 , 5 0 0 4 7 9 . 0

S t a t e  T o t a l 1978 4 , 3 0 0  ' 4 , 0 0 0 3 7 . 5 1 5 0 . 0 7 2 , 0 0 0 5 7 0 . 0
1979 6 , 5 0 0 5 , 8 0 0 4 9 r 5 - 2 8 7 . 0 1 3 7 , 8 0 0 8 6 1 . 0• 1980 1 4 , 0 0 0 1 1 , 5 0 0 -  2 9 . 5 3 3 9 . 0 1 6 2 , 7 0 0  1 , 0 1 7 . 0
1931
1982

1 6 , 5 0 0
8 , 5 0 0

6 , 5 0 0 3 3 . 5 2 1 8 . 0 1 0 4 , 7 0 0 8 9 4 . 0



Attachment 2

OATS - ALASKA 1975-1981

(Total State Acres through 1982)

D i s t r i c t Y ea r
A rea  

PJ an t ed  
A c re s

A rea

Ac re s

H a r v e s t e d
Y i e l d
Bu.

f o r  i 

Bu.

S r a i n
P r o d u c t i o n

C v t . V a lu e
( 0 0 ^ ) ( 0 0 0 )

1 975 3 , 0 0 0 250 3 7 . 2 9 . 3 3 , 0 0 0 2 4 . 5
1 9 76 2 , 9 0 0 250 3 9 . 2 9 . 8 3 , 1 0 0 2 4 . 5
1977 1 , 5 0 0 3 0 0 4 4 . 8 1 3 . 4 4 , 3 0 0 3 5 . 5

Tanana  V a l l e y 1978 2 , 0 0 0 4 5 0 4 8 . 6 2 1 . 9 7 , 0 0 0 5 7 . 5
1 9 79 4 0 0 1 5 0 5 4 . 2 8 . 1 2 , 6 0 0 1 9 . 0
1 9 8 0 2 , 1 0 0 4 50 4 2 . 9 1 9 . 3 6 , 2 0 0 5 2 . 0
.1981 5 , 1 0 0 300 4 7 . 7 1 4 . 3 4 , 6 0 0 3 9 . 0

1 9 75 900 1 5 0 5 0 . 0 7 . 5 2 , 4 0 0 1 9 . 5
1976 . 700 50 4 3 . 8 2 . 2 700 5 . 5
1 9 77 800 100 6 2 . 0 6 . 2 2 , 0 0 0 1 5 . 5

Matanuska V a l l e y 1978 600 150 4 5 . 8 6 . 9 2 , 2 0 0 2 1 . 5
1979 500 150 5 0 . 0 7 . 5 2 , 4 0 0 2 2 . 0
1 9 80 600 150 4 5 . 3 6 . 8 2 , 2 0 0 2 9 . 0
1981 600 200 3 7 . 0 7 . 4 2 , 4 0 0 2 6 . 0

1975 4 0 0 . _ _ _
1 9 7 6 4 00 - - - - -
1977 5 0 0 - - - - -

K en a l  P e n i n s u l a 1 9 7 8 5 0 0 - - - - -

1979 3 0 0 - - - - -
1 9 8 0 4 0 0 - - - - -

1981 3 0 0 — — — —

1975 4 , 3 0 0 4 0 0 4 2 . 0 1 6 . 8 5 , 4 0 0 4 4 . 0
1 976 4 , 0 0 0 3 0 0 4 0 . 0 1 2 . 0 3 , 8 0 0 3 0 . 0
1977 2 , 8 0 0 4 0 0 4 9 . 0 1 9 . 6 6 , 3 0 0 5 1 . 0

S t a t e  T o t a l 1 9 78 3 , 1 0 0 " -  600 ' 4 8 . 0 2 8 . 8 9 , 2 0 0 7 9 . 0
1 9 79 1 , 2 0 0 3 0 0 5 2 . I T ” 1 5 . 6 5 , 0 0 0 4 1 . 0
1 9 8 0 3 , 1 0 0 600 • - ’4 3 . 5 2 6 . 1 8 , 4 0 0 8 1 . 0
1981
1 9 82

6 , 0 0 0
3 , 2 0 0

500 4 3 . 5 2 1 . 7 7 , 0 0 0 6 5 . 0



Attachment 3

POTATOES - ALASKA 1975-1981

(Total State Acres through 1982)

D i s t r i c t Y ea r
Area

Ha rv e s t e d
Acres

P r o d u c t i o n
Y i e l d  

C v t . C v t . V a lu e

Tanana  V a l l e y

1975
1976
1977
1978
1979
1 9 80
1981

120
95
95

125
1 1 0

95
80

125
108
103
13 5
159
129
1 1 0

1 5 , 0 0C
1 0 . 3 0 0

9 . 8 0 0  
1 6 , 9 0 0  
1 7 , 5 0 0
1 2 . 3 0 0

8 . 8 0 0

( 000 )

2 1 0 .0
1 3 5 . 0
1 2 3 . 0
2 2 3 . 0
2 5 4 . 0
2 4 7 . 0
1 9 1 . 0

Matanuska  V a l l e y

1975
1976
1977
1978
1979
1980
1981

390
400
405
300
330
340
395

230
196
253
205
1 9 0
184
204

8 9 . 7 0 0
7 8 . 5 0 0  

1 0 2 , 3 0 0
6 1 . 5 0 0  
6 3 , 8 0 0
6 2 . 7 0 0
8 0 . 5 0 0

1 . 0 3 8 . 0
9 2 7 . 0

1 . 1 6 3 . 0
688.0 
7 4 5 . 0

1 . 1 7 6 . 0
1 . 5 9 1 . 0

K e n a i  P e n i n s u l a

1975
1976
1977
1978
1979
1 9 80
1981

20
15
20
25
20
25
25

200
147
145
105
185
80

228

4 . 0 0 0  
2 ,200  
2 , 9 0 0  
2 , 6 0 0
3 . 7 0 0
2 .000
5 . 7 0 0

5 6 . 0  
3 0 . C 
3 7 . C
2 1 . 0
4 7 . 0
4 0 . 0  

1 1 8 . 0

S t a t e  T o t a l

1975
1976
1977
1978
1979
1980
1981
1982

530
510
520
450
460
460
500
480

205
178
222
180
185
167
190

3 0 8 , 7 0 0
9 1 . 0 0 0  

1 1 5 , 0 0 0
8 1 . 0 0 0
8 5 . 0 0 0
7 7 . 0 0 0
9 5 . 0 0 0

1 . 3 0 4 . 0
1 . 0 9 2 . 0
1 . 3 2 3 . 0  

9 3 2 . 0
1 . 0 4 6 . 0
1 . 4 6 3 . 0
1 . 9 0 0 . 0



Attachment 4

FORAGE
ALL HAY - ALASKA 1975-1981

(Total State Acres through 1982)

Area  P r o d u c t i o n
D i s t r i c t  Y ea r  H a r v e s t e d  Y i e l d
_________________________________________ Ac res____________Tons____________Tons V a l u e

(0007

1975 4 ,6 0 0
1976 4 ,3 5 0
1977 3 ,6 0 0

T an an a  V a l l e y  1978 3 ,8 5 0
1979 3 ,0 0 0
1980 4 ,9 0 0
1981 6 ,2 0 0

1975 7 ,6 0 0
1976 7 ,3 5 0
1977 6 ,5 7 0

M atan u sk a  V a l l e y  197P 6 ,6 0 0
1979 6 ,2 0 0
1980 6 ,2 5 0
1981 6 ,2 0 0

1975 2 ,0 5 0
1976 1 ,9 0 0
1977 2 ,0 3 0

K en a i  P e n i n s u l a  1978 1 ,6 5 0
1979 1 ,4 0 0
1980 1 ,4 5 0
1981 . ,9 0 0

1975 1J0
1976 100
1977 100

S o u th w e s t  1 /  1978 100
1979 200
1980 200
1981 100 -

1975 1 4 ,4 0 0
1976 1 3 ,7 0 0
1977 1 2 ,3 0 0

S t a t e  T o t a l  1978 1 2 ,2 0 0
1973 1 0 ,8 0 0
1980 1 2 ,8 0 0
1981 1 4 ,4 0 0
1982 1 3 ,1 0 0

1 . 7 2 7 , 9 0 0 9 7 9 . 0
1 . 5 6 6 , 8 0 0 7 8 8 . 0
1 . 3 9 5 , 0 0 0 6 3 5 . 0
1 . 5 3 5 , 9 0 0 7 1 1 . 0
1 . 0 3 3 , 1 0 0 3 8 0 . 0

. 8 6 4 , 2 0 0 5)80 .0
1 . 3 9 8 , 6 0 0 1 , 3 1 7 . 0
1 . 4 5 1 1 , 0 0 0 1 , 4 2 0 . 0
1 . 3 3 9 , 8 0 0 1 , 2 6 8 . 0
1 . 9 2 1 2 , 6 0 0 1 , 6 7 0 . 0
] . 8 0 1 1 , 9 0 0 1 , 5 7 8 . 0
1 . 7 3 1 0 , 7 0 0 1 , 4 2 0 . 0
1 . 3 4 8 , 4 0 0 1 , 1 6 0 . 0
1 . 5 5 9 , 6 0 0 1 , 5 9 5 . 0

1 . 1 7 2 , 4 0 0 3 7 0 . 0
1 . 0 0 1 , 9 0 0 2 .55 .0
1 . 4 3 2 , 9 0 0 4 6 2 . 0
1 . 5 2 2 , 5 0 0 3 4 9 . 0
1 . 2 9 1 , 8 0 0 2 3 2 . 0
1 . 3 8 2 , 0 0 0 3 0 0 . 0
1 . 0 0 1 , 9 0 0 3 0 4 . 0
. 6 7 10 0 1 3 . 0

1 . 0 0 100 1 4 . 0
1 . 0 0 1 0 0 f 1 4 . 0
1 . 0 0 100 1 4 . 0
1 . 0 0 200 2 2 . 0
2 . 0 0 40 0 6 0 . 0
1 . 0 0 1 0 0 1C . 0
1 . 4 9 . 2 1 , 0 0 0 2 , 7 8 2 . 0
1 . 3 6 1 8 , 6 0 0 2 , 3 2 5 . 0
1 . 6 7 2 0 , 6 0 0 2 , 7 8 1 . 0
1 . 6 7 2 0 , 4 0 0 2 , 6 5 2 . 0
1 . 4 6 1 5 , 8 0 0 2 , 0 5 4 . 0
1 . 1 7 1 5 , 0 0 0 2 , 1 0 0 . 0
1 . 4 0 2 0 , 2 0 0 3 , 2 3 2 . 0

_1/ I n c l u d e s  S o u t h e a s t .



Attachment 5

C r / Y r  A c re s
80Z

I n s u r e d
Bushe l

Guarantee .

S e t t l e m e n t
P r i c e  Premium 

E l e c t i o n  R a te

P r o j e c t e d
Premium
Sub s id y

Ba r l e y - 30 $ 2 . 6 0  . 2 0 . 3 0

1 9 8 1
1 9 8 5
1 9 9 0

1 6 , 5 0 0
2 4 , 0 0 0
3 8 , 7 0 0

1 3 . 2 0 0
1 9 . 2 0 0  
30 , , 960

3 9 6 . 0 0 0
5 7 6 . 0 0 0  
9 2 8 , 8 0 0

$ 1 , 0 2 9 , 6 0 0  L i a b i l i t y  
1 , 4 9 7 , 6 0 0  L i a b i l i t y  
2 , 4 1 4 , 8 8 0  L i a b i l i t y

$ 6 2 , 0 0 0  
9 0 , 0 0 0  

1 4 5 , 0 0 0

Oa ts 50 $ 1 . 7 0  . 2 0 . 3 0 •

1 9 8 1
1 9 8 5
1 9 9 0

6 , 0 0 0  
8 ,  m o

1 4 , 2 0 0

4 , 8 0 0
7 , 0 0 0

1 1 , 4 0 0

2 4 0 . 0 0 0
3 5 2 . 0 0 0
5 6 8 . 0 0 0

$ 4 0 8 , 0 0 0  L i a b i l i t y  
5 9 8 , 4 0 0  L i a b i l i t y  
9 6 5 , 6 0 0  L i a b i l i t y

$ 2 4 , 5 0 0  
3 5 , 9 0 0  
5 8 , 0 0 0

P o t a t o e s 2 50 Sacks $ 4 . 0 0  . 2 5 . 3 0

1 9 8 1
1 9 8 5
1 9 9 0

500
800

1 , 3 0 0

400
640

1 , 0 4 0

6 0 , 0 0 0
3 6 , 0 0 0

1 5 6 , 0 0 0

$ 2 4 0 , 0 0 0  L i a b i l i t y
3 8 4 . 0 0 0  L i a b i l i t y
6 2 4 . 0 0 0  L i a b i l i t y

$ 1 8 , 0 0 0  
2 8 , 8 0 0  
4 6 , 8 0 0

10AG

F o r a g e  ( A l l  Hay) . 8  Tons $ 4 5 . 0 0  . 2 5 . 3 0

1 9 8 1
1 9 8 5
1 9 9 0

1 4 , 4 0 0
2 1 , 0 0 0
3 3 , 8 0 0

•
1 1 , 5 2 0
1 6 , 8 0 0
2 7 , 0 4 0

9 , 2 0 0
1 3 , 4 4 0
2 1 , 6 0 0

$ 4 1 4 , 0 0 0  L i a b i l i t y  
6 0 4 , 8 0 0  L i a b i l i t y  
9 7 2 , 0 0 0  L i a b i l i t y

$ 3 1 , 0 0 0  
4 5 , 4 0 0  
7 2 , 9 0 0

-7 .0*

T o t a l A c r e s  —  a l l  4 c r o p s
••

T o t a l  P r o j e c t e d  Premium Sub s i d y  - 
a l l  4 c r o p s  ( b a s ed  on ou r  expand- 
t i o n  a s s um p t i o n s )

1 9 8 1  3 7 ,  
1 9 8 5  5 4 ,  
1 9 9 0  8 8 ,

4 00
600
000

1 9 81  $ 1 3 5 ,  
, 1 9 85  2 0 0 ,  

1 9 9 0  3 2 2 ,

500
1 00
700

r



S t a t e  P a r t i c i p a t i o n  i n  F e d e r a l  C r op I n s u r a n c e

U n l i k e  m o s t  o t h e r  b u s i n e s s e s ,  i n d i v i d u a l  f a n n e r s  have  o n l y  l i m i t e d  c o n t r o l  
o v e r  t h e  q u a n t i t y  o f  p r o d u c t i o n  o r  t h e  p r i c e s  r e c e i v e d  f r om  t h e i r  p r o d u c t s .  
Farm income i s  more v a r i a b l e  t h a n  any o t h e r  n a t i o n a l  i ncome c a t e g o r y — s i x  
t im e s  more  t h a n  n o n - f a rm  p r o p r i e t o r ' s  income .  I t  t a k e s  o n l y  a 5 p e r c e n t  
change i n  t h e  a g g r e g a t e  q u a n t i t y  o f  p r o d u c t i o n  t o  c a u s e  a 25  p e r c e n t  change i n  
n e t  f a rm  i n c om e .

The F e d e r a l  C r o p  I n s u r a n c e  A c t  a d m in i s t e r e d  by USDA's F e d e r a l  C rop  I n s u r a n c e  
C o r p o r a t i o n  ( F C IC )  comp lements  p r o v i s i o n s  o f  t h e  Farm A c t  wh ich  p r o v i d e s  
p r o t e c t i o n  f o r  f a rm e r s  a g a i n s t  p r i c e  r i s k  t h r o u g h  i t s  commod i ty  l o a n  and 
t a r g e t  p r i c e  p r o v i s i o n s .  FCIC p r o t e c t s  f a rm e r s  a g a i n s t  l o s s e s  f r om  n a t u r a l  
d i s a s t e r s  n o t  p r o v i d e d  f o r  i n  t h e  Farm A c t .  F a rm e r s  a r e  a s s u r e d  o f  
r e c o v e r i n g ,  a t  a minimum, t h e  l o s t  c a p i t a l  t h e y  mus t  have  i n  o r d e r  t o  c o n t i n u e  
f a rm i n g — t o  buy t h e  s e e d ,  f u e l ,  and f e r t i l i z e r  t h a t  a r e  the  i n p u t s  o f  n e x t  
y e a r ' s  f o o d  s u p p l y .

The F e d e r a l  g o v e rnmen t  t h r o u gh  i t s  s y s tem  o f  ad hoc d i s a s t e r  a s s i s t a n c e  
p r og r ams  h a s  a c c e p t e d  a r o l e  i n  p r o v i d i n g  a s s i s t a n c e  t o  f a rm e r s  w i t h  th e  
o v e r r i d i n g  p u r p o s e  o f  s t a b i l i z i n g  a g r i c u l t u r e  income wh ich ,  i n  t u r n ,  b e n e f i t s  
t h e  e n t i r e  economy by m a i n t a i n i n g  a g r i c u l t u r a l  p u r c h a s i n g  pov/er  f o r  p r o d u c t s  
p r oduced  by n o n - f a rm e r s  which t r a n s l a t e s  i n t o  i n c r e a s e d  f o o d  s e c u r i t y  f o r  t h e  
Amer ican  c on sume r .

The same l o g i c  can  be a p p l i e d  t o  s t a t e  g o ve rnmen ts  wh ich  o f t e n  p r o v i d e  
p r og r am s  and b e n e f i t s  t o  s u p p o r t  v a r i o u s  segments  o f  t h e  s t a t e  e c o n om ie s .

T h i s  t y p e  o f  s u p p o r t  i n  a g r i c u l t u r e  i s  n o t  u n p r e c e d e n t e d .  T h e r e  a r e  many 
combined l o c a l ,  s t a t e ,  and f e d e r a l  p rog rams o p e r a t i n g  now i n v o l v i n g  r e s e a r c h  
p r og r am s ,  i n f o r m a t i o n a l  p r og r am s ,  and d i r e c t  a i d  p r o g r am s  a l l  w i t h i n  th e  
sphe r e  o f  a g r i c u l t u r e .

The i n s u r a n c e  c o n c e p t  p r o v i d e d  by FCIC p r o v i d e s  a u n iq u e  mechan ism f o r  such 
s t a t e - f e d e r a l  c o o p e r a t i o n  i n  th e  a r e a  o f  f a rm  d i s a s t e r  and d o e s  n o t  r e q u i r e  
e x h a u s t i v e  o r  e x p e n s i v e  s t a t e  s y s t em s  o f  r e g u l a t i o n .

B a s i c a l l y ,  t h e  new l a k  p r o v i d e s  t h a t  s t a t e  g o v e rnm en t s  be g i v e n  t h e  
o p p o r t u n i t y  t o  i n c r e a s e  p a r t i c i p a t i o n  w i t h i n  t h e i r  i n d i v i d u a l  s t a t e s  i n  t h e  
c om p re h en s i v e  i n s u r a n c e  p rog ram by p r o v i d i n g  a d d i t i o n a l  s u b s i d y  i n c e n t i v e  f o r  
f a rm e r s  o v e r  and abo' -e t h e  F e d e r a l  c o n t r i b u t i o n .

The F e d e r a l  c o n t r i b u t i o n  i s  3 0  p e r c e n t  o f  t h e  premium c o s t  up t h r o u g h  t h e  65  
p e r c e n t  o f  y i e l d  c o v e r a g e  l e v e l .  An a d d i t i o n a l  s u b s i d y  f r om  a s t a t e  f o r  t h o s e  
f a rm e r s  w i t h i n  t h a t  s t a t e  wou ld  make th e  i n s u r a n c e  more a f f o r d a b l e  and m igh t  
en cou ra g e  p a r t i c i p a t i o n  t o  be i n c r e a s e d  t h u s  a s s u r i n g  a s t r o n g  f a rm  economy 
r e g a r d l e s s  o f  r i s k  c o n d i t i o n s .



p a g e  2.

T h i s  t y p e  o f  s u p p o r t  c o u l d  bo a c c om p l i s h e d  by the  s t a t e s  i n  a number o f  ways :

1 .  The s t a t e  c o u l d  make d i r e c t  paymen ts  t o  t h e  p r o d u c e r s  f o r  a
s p e c i f i e d  s h a r e  o f  t h e  f a r m e r - p a i d  p o r t i o n  o f  h i s  pr emium wh ich i s
p a i d  t o  t h e  F e d e r a l  C rop  I n s u r a n c e  P r og r am .  T h i s  w ou ld  be i n  the  
f o rm  o f  a s t a t e  " r e f u n d "  f o r  a p r e - d e t e rm i n e d  p o r t i o n  o f  t h a t  
premium.

2 .  The s t a t e  c o u l d  p r o v i d e  t a r  c r e d i t s  f o r  p a r t i c i p a t i n g  f a r m e r s  on
i t s  S t a t e  Income Tax " r e t u r n s .  T h i s  wou ld  be r e g u l a t e d  s t r i c t l y
w i t h i n  each  s t a t e  and wou ld  have  no d i r e c t  F e d e r a l  c o n n e c t i o n  o t h e r  
t h a n  added i n c e n t i v e .

3 .  The F e d e r a l  g o v e rnmen t  c o u l d  b i l l  each c o o p e r a t i n g  s t a t e  f o r  i t s
s h a r e  o f  t h e  a d d i t i o n a l  s u b s i d y — t o  be d e t e rm in e d  i n i t i a l l y  by each  
s t a t e — a t  t h e  t im e  t h e  a c r e a g e  r e p o r t s  a r e  p r o c e s s e d  and t h e  e x t e n t  
o f  f a rm e r  p a r t i c i p a t i o n  i n  each  s t a t e  i s  d e t e rm in e d  f o r  t h e  c r o p  
y e a r .

T h i s  wou ld  be s i m i l a r  t o  t h e  Canad i an  p l a n ,  o n l y  t h e  F e d e r a l  Gave rnmen t  b i l l s  
t h e  S t a t e ,  i n s t e a d  o f  t h e  P r o v i n c e  b i l l i n g  t h e  F e d e r a l  G ove rnmen t .

4 .  The S t a t e  c o u l d  o f f e r  t h e  e n t i r e  i n s u r a n c e  p l a n ,  s i m i l a r  t o  t h e
Canad i an  p r o g r am ,  and FCIC o r  a F e d e r a l  agency  c o u l d  a c t  a s  a 
r e i n s u r e r  and s h a r e  i n  t h e  c o s t  t o  a p r e - d e t e rm i n e d  e x t e n t .

The s i d e  b e n e f i t s  beyond t h e  f a rm  s e c t o r  t o  r u r a l  c omm un i t i e s  and u rb an  a r e a s  
wou ld  be eno rmous .  The a d d i t i o n a l  g u a r a n t e e s  t h a t  f a rm e r s  i n  t h e  s t a t e  wou ld  
have  t o  mee t l o a n  r e paymen t  o b l i g a t i o n s  and t o  pay c a s h  c o s t s ,  e v en  when c r o p s  
f a i l ,  wou ld  s t a b i l i z e  t h e  econom ic  a c t i v i t y  o f  l o c a l  c om m un i t i e s  and 
s t r e n g t h e n  t h e  s u r r o u n d i n g  r u r a l  economy and ,  t o  a l e s s e r  d e g r e e ,  t h e  u rban  
economy.

****
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( C o m m i t t e e  o n  R e s o u r c e s
M E M O R A N D U M

TO: Senate Resources Committee Members

FROM: Senate Resources Committee Staff

RE: SB 336, An Act relating to state contributions toward
the premium for federal crop insurance.

DATE: January 20, 1984

On Monday, January 23, 1984 the Senate Resources Committee 
will hear SB 336, An Act relating +-o state contributions toward 
the premium for federal crop insurance.

In effect in Alaska since 1982, the Federal Crop Insurance 
Program protects ^gainst losses from natural disasters. During 
1983, approximately 75% of the 12,000 Delta barley acres were 
insured, at an average cost of $12 per acre. The federal 
government subsidizes 30% of each farmer's premium payment.

Under SB 336, the state would provide ar additional 30% 
subsidy, which would reduce the insurance premium paid bv the 
farmer. The corporation would calculate the state's premium 
share, and payments to the corporation would be through 
appropriations from the general fund.

The Division of Agriculture, Department of Natural 
Resources, estimates the cost to the state for its 
participation at $140,000 for FY 85 (for the 1984 and 1985 crop 
years), $80, 000 for FY 86, and $90,000 for FY 87. These 
figures are based on a total premium of $12 per acre, with the 
state's share figured at $4 per acre.

Tbj meeting will be held at 3:00 pm in the Beltz Room.



MEMORANDUM State of Alaska
TO : D A TE

Senator Bettye Fahrenkamp 1/19/84
FILE NO

p. '(! i L ' ^
j M '  W

from : Bill Heim, Director

TELEPHONE NO

SUBJECT S.B. 336
Division of Agriculture 
Department of Natural Resources

The administration requests that the following amendment 
be added to S.B. 336.

03.10.030 (c) An applicant for a short term loan 
may be required to purchase insurance through the 
Federal Crop Insurance program.

The Agricultural Revolving Loan Fund Board (ARLF) has 
been doing this on a selective basis during the past 
year. If this amendment was part of the statute it 
would give the ARLF Board a more solid base to require 
certain borrowers to participate in the Crop Insurance 
Program. Since the State is the major lender of 
operating funds to small grain farmers, the ARLF should 
make every effort to protect its collateral through the 
Crop Insurance Program.

c c : Sharon Barton, Special Assistant
Dean Brown, Deputy Director

02 001A |Rev 10/79)



Comments C onc e rn in g  t h e  F e d e r a l  Crop I n s u r a n c e  P rog ram 

by W i l l i a m  H. B e a r d s l e y ,  s u bm i t t e d  t o  t h e  

S e n a t e  S p e c i a l  A g r i c u l t u r e  Commit tee in  

Ancho rag e ,  A l a s k a  on O c t o b e r  6 ,  1983

My name i s  W i l l i a m  H. B e a r d s l e y .  I  am d i r e c t o r  o f  th e  D i v i s i o n  o f  

F i n a n c e  and E conom ic s ,  D epa r tmen t  o f  Commerce and Economic D eve l o pm en t ,  

S t a t e  o f  A l a s k a .  I am n o t  an e x p e r t  on F e d e r a l  C rop I n s u r a n c e  n o r  do I 

p r o p o s e  t o  t a k e  a p o s i t i o n  on t h e  a d v i s a b i l i t y  o f  th e  S t a t e  u n d e rw r i t i n g  

p a r t  o f  t h e  premium. R a t h e r ,  I  wou ld  l i k e  t o  make a few o b s e r v a t i o n s .

I t  i s  my u n d e r s t a n d i n g  t h a t  the  F e d e r a l  Crop I n s u r a n c e  P rog ram ( F C I P )  i s  

a p r og r am  t o  i n s u r e  a f a rm e r  a g a i n s t  low c r o p  y i e l d s  r a t h e r  than low 

p r i c e  and t h a t  b a s i c a l l y  t h e  F e d e r a l  Government  u n d e rw r i t e s  the  p r og r am  

by a b ou t  30%. S t a t e d  a n o t h e r  way,  t h e  p rog ram u l a n s  t o  pay ou t  $ 1 . 0 0 ,

9 0 i  o f  wh ich goes  ou t  on a r e c u r r i n g  b a s i s  and 1 0«f i s  s e t  a s i d e  f o r  

c a t a s t r o p h y .  F o r  t h i s ,  t h e  f a rm e r  a n d / o r  t h e  S t a t e  pays 70i£. In f a c t ,  

t h e  f e d e r a l  s u b s i d y  i s  g r e a t e r  th an  30% becau se  t h e  f e d s  p i c k  up admin ­

i s t r a t i v e  c o s t s ,  such as  t h e  a d j u s t e r  who i s  i n  D e l t a  J u n c t i o n  r i g h t  

new.

I f  my u n d e r s t a n d i n g  i s  c o r r e c t ,  a r e g i o n  i s  c l a s s i f i e d  as hav ing  a 

c e r t a i n  a v e r a g e  y i e l d  p e r  a c r e  g i v e n  c e r t a i n  m in ima l  p r o d u c t i o n  p r a c t i c e s .  

U l t i m a t e l y ,  an i n d i v i d u a l  f a rm e r  can r e c e i v e  h i s  awn a v e r a g e  y i e l d  

c l a s s i f i c a t i o n .



N ex t ,  each f a rm e r  may s e l e c t  th e  p e r c e n t  o f  a v e r a g e  y i e l d  he wou ld  l i k e  

t o  have gu a r a n t e ed  and the  p r i c e  he wou ld  l i k e  t o  be p a id  f o r  h i s  

d e f i c i e n c y  i f  he f a l l s  be low th e  g u a r a n t e e d  l e v e l .  Depend ing on h i s  

s e l e c t i o n ,  a f e d e r a l l y  s u b s i d i z e d  premium i s  e s t a b l i s h e d  wh ich  he must 

p a y .  F e d e r a l  l e g i s l a t i o n  p e rm i t s  t h e  S t a t e  t o  p i c k  up a s h a r e  o f  t h a t  

premium. In A l a s k a ,  t a l k  o f  th e  S t a t e  p i c k i n g  up 30% o f  t h e  premium has 

been d i s c u s s e d .

W h i l e  t h e  f o l l o w i n g  comments may i n c l u d e  some i n a c c u r a c i e s ,  I b e l i e v e  

t h e y  a r e  i s s u e s  d e s e r v i n g  o f  f u r t h e r  c o n s i d e r a t i o n .

F i r s t ,  where  an a v e r a g e  y i e l d  i s  e s t a b l i s h e d  f o r  an a r e a ,  say  D e l t a ,  

t h e r e  ap pea r s  t o  be a g r e a t e r  i n c e n t i v e  f o r  low y i e l d  p r o d u c e r s  t o  

p a r t i c i p a t e  i n  FC IP  th an  high y i e l d  p r o d u c e r s  s i n c e  they  a r e  s t a t i s ­

t i c a l l y  more l i k e l y  t o  c o l l e c t ,  T h i s  i n e q u i t y  can be a d d r e s s e d  by 

d e v e l o p i n g  d i f f e r e n t  a v e r a g e  y i e l d s  f o r  each  f a rm .

Se cond ,  i f  FC IP  p r o d u c t i o n  s t a n d a r d s  a r e  n o t  r i g o r o u s ,  a f a r m e r  m igh t  

p r o f i t  by r e d u c in g  s t a n d a r d s  t o  max im ize  i n s u r a n c e  i n  t h e  s h o r t  r u n .

F o r  FC IP  t o  enhance  f a rm in g  p r a c t i c e s ,  h igh  s t a n d a r d s  mus t be s t r i c t l y  

e n f o r c e d .

T h i r d ,  t h e  S t a t e  may op t  t o  be r e im bu r s e d  f o r  i t s  s h a r e  o f  th e  i n v e s t ­

ment when a f a i l u r e  o c cu r s  r a t h e r  than have  th e  t o t a l  r e im bu r s em en t  go 

t o  the f a r m e r .  In e s s e n c e ,  i f  t h i s  s t r a t e g y  i s  u s e d ,  t h e  S t a v e  sub ­

s i d i z e s  s u c c e s s  r a t h e r  than f a i l u r e  and p r og r am  c o s t s  a r e  r e d u c e d .  The 

p r o s  and cons o f  S t a t e  r e imbu rs emen t  s h o u l d  be s t u d i e d  c a r e f u l l y .



F o u r t h ,  i t  i s  my u n d e r s t a n d i n g  t h a t  t h e r e  i s  n o t h i n g  s a c r e d  a b ou t  a 

S t a t e  c o n t r i b u t i o n  o f  30% and t h a t  p a r t i c i p a t i o n  r a t e s  i n  o t h e r  s t a t e s  

a r e  ' a r e l y  h i g h .  Th i s  s u g g e s t s  t h a t  a c e i l i n g  o f ,  s a y ,  $ 1 0 0 , 0 0 0  and a 

v a r i a b l e  S t a t e  p e r c e n t a g e  c o n t r i b u t i o n  c o u l d  be u s e d ,  t h e r e b y  f i x i n g  th e  

S t a t e ' s  annua l  o u t l a y .  At 30%, $ 1 0 0 , 0 0 0  w ou ld  i n s u r e  2 7 , 0 0 0  a c r e s .  I f  

more  a c r e s  we re  i n s u r e d  the  p e r c e n t a g e  S t a t e  s u b s i d y  wou ld  f a l l  and i f  

f e w e r  a c r e s  were  i n s u r e d  30% c o u l d  become a c e i l i n g  and th e  S t a t e  wou ld  

n o t  expe. .d t h e  e n t i r e  amount .  Methods f o r  l i m i t i n g  S t a t e  e x p o s u r e  m igh t  

be  w o r th  i n v e s t i g a t i n g .

F i f t h ,  t h e  S t a t e  c o n t r i b u t i o n  need n o t  be seen  t o t a l l y  as  a s u b s i d y .

T h i s  f o rm  o f  i n s u r a n c e  may p a r t i a l l y  r e p l a c e  o t h e r  p u b l i c  s a f e t y  n e t s  

and may p r o v i d e  i n s u r a n c e  c om pen sa t i o n  i n  l i e u  o f  r e im bu r s em en t  t o  

f a rm e r s  f o r  damange by b i s o n .  P e n n s y l v a n i a  has such a w i l d l i f e  com­

p e n s a t i o n  c l a u s e  i n  i t s  i n s u r a n c e  c o n t r i b u t i o n .  The b e n e f i t s  and c o s t s  

o t h e r  than r j i r e c t  a s s i s t a n c e  s h o u l d  be c o n s i d e r e d .

F i n a l l y ,  i t  i s  p r o b a b l e  t h a t  s u b s i d i z i n g  an i n s u r a n c e  p rog ram i n  e a r l y  

y e a r s  o f  a g r i c i l t u r a l  d e v e l o pm en t ,  when c r o p  y i e l d s  a r e  l i k e l y  t o  f l u c t u a t e  

m os t  b r o a d l y  and c a p i t a l i z a t i o n  i s  g e n e r a l l y  w e a k e s t ,  i s  l e a s t  l i k e l y  t o  

unde rm in e  f r e e  m a r k e t  f o r c e s  th an  in  a m a tu r e  p r o d u c t i o n  r e g i o n .  A 

phase  ou t  o r  s u n s e t  p r o v i s i o n  f o r  S t a t e  s u b s i d y  m igh t  be c o n s i d e r e d .

Thank y o u .
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S t a t em en t  r f  M e r r i t t  VI. S p r a g u e ,  Manager 
F e d e r a l  Crop I n s u r a n c e  C o r p o r a t i o n  

U . . S .  Depa r tment  o f  A g r i c u l t u r e  
b e f o r e  t h e

ALASKA HOUSE & SENATE COMMITTEE ON RESOURCES 
June a u ,  A l a s k a  

J a n u a r y  1 1 ,  1 9 84

The c r o p  i n s u r a n c e  p r og r am  a d m in i s t e r e d  by t h e  F e d e r a l  C rop I n s u r a n c e  
C o r p o r a t i o n  ( F C I C ) ,  and agency o f  t h e  U . S .  D epa r tm en t  o f  A g r i c u l t u r e ,  i s  
t h e  f i r s t  l i n e  o f  d e f e n s e  a g a i n s t  t h e  a d v e r s e  economic  impac t  o f  s e v e r l y  
r e duc ed  c r o p  p r o d u c t i o n  due t o  n a t u r a l  d i s a s t e r s .  Crop i n s u r a n c e  r e p l a c e s  
many o f  t h e  d i s a s t e r  payment p rog rams o f  t h e  p a s t .  I t  i s  t h e  k ind  o f  
u s e r - s u p p o r t e d  p r o g r am ,  making maximum i n v o l v e m e n t  o f  p r i v a t e  s e c t o r  
p a r t i c i p a t i o n ,  t h a t  i s  f a v o r e d  by many i n  t o d a y ' s  s o c i e t y .

The c r o p  i n s u r a n c e  p r og ram  i s  e x pec ted  by C ong re s s  t o  be conduc ted  as a 
b u s i n e s s  which f o l l o w s  sound i n s u r a n c e  p r a c t i c e s  and p r i n c i p l e s .  I t  i s  
d e s i g n e d  t o  p r o v i d e  f a rm e r s  w i th  d e p e n d a b l e ,  e q u i t a b l e  p r o t e c t i o n  t h a t  
u t i l i z e s  t a x p a y e r ' s  s u p p o r t  i n  t h e  mos t c o s t - e f f e c t i v e  manner p o s s i b l e .

In  k e ep ing  w i t h  t h e  man^ t e s  o f  t h e  1 9 80  F e d e r a l  I n s u r a n c e  A c t ,  much 
p r o g r e s s  has been made towa rd  expand ing  p a r t i c i p a t i o n ,  i n c r e a s i n g  number 
and adequacy  o f  i n s u r a n c e  o f f e r s ,  b u i l d i n g  a p r o f e s s i o n a l ,  w e l l - t r a i n e d  
d e l i v e r y  s y s t em ,  and d e v e l o p i n g  an e f f e c t i v e  agency which meets i t s  
r e p o n s i b i l i t i e s  i n  a t i m e l y  anJ e f f i c i e n t  manne r .

Crop i n s u r a n c e  premiums a r e  a lm o s t  e n t i r e l y  used t o  pay l o s s e s  o r  b u i l d  
r e s e r v e s  t o  c o v e r  f u t u r e  c a t a s t r o p h i c  l o s s  s i t u a t i o n s .  The premiums a r e  
c o s t - s h a r e d  by t h e  U . S .  Depa r tmen t  o f  A g r i c u l t u r e  t o  a maximum e x t e n t  o f  30 
p e r c e n t  a t  t h e  55  p e r c e n t  c o v e r a g e  l e v e i .  The a d m i n i s t r a t i v e  c o s t s  o f  t h e  
c r o p  i n s u r a n c e  p r o g r am ,  i n c l u d i n g  a l l  e x p en s e s  r e l a t e d  t o  s a l e s ,  l o s s  
a d j u s tm e n t ,  and o p e r a t i o n s  o f  th e  FC IC ,  a r e  p a i d  f r om  a p p r o p r i a t e d  funds  
and in  e f f e c t ,  a r e  a f u r t h e r  i n d i r e c t  s u b s i d y  tn  t h e  p rog ram .

Even w i t h o u t  s t a t e  s u b s i d y ,  th e  c o s t  o f  c r o p  i n s u r a n c e  t o  the  o r o d u c e r  i s  
o f t e n  l e s s  t h a t  t h e  c o s t  o f  t h e  seed p l a n t e d .  C rop i n s u r a n c e  i s  a



h i g h - v a l u e ,  r e a s o n a b l y - p r i c e d  package  o f  p r o t e c t i o n  wh ich each  and e v e r y  
n r o d u c e r  needs t o  f u i y c o n s i d e r .

The F e d e r a l  Crop I n s u r a n c e  p r og r am  seems p a r t i c u l a r l y  d e s i g n e d  f o r  and s h o u l d  
be v e r y  u s e f u l  t o  f a rm e r s  in A l a s k a  c o n s i d e r i n g  t h e  known r i s k s  o f  c r o p  
p r o d u c t i o n  in  the  A la s kan  a r e a s  p r e s e n t l y  p r o d u c i n g  f i e l d  c r o p s .

M id - s u n n e r  f r o s t s ,  e a r l y  f a l l  r a i n  d u r i n g  h a r v e s t ,  and t h e  a c q u i r e d  t a s t e  f o r  
b a r l e y  by B u f f a l o  seems t o  o c c u r  w i t h  some r e g u l a r i t y  in a t  l e a s t  t h e  D e l t a  
J u n c t i o n  a r e a  where th e  m a j o r  p o r t i o n  o f  o u r  i n s u r a n c e  e x p e r i e n c e  has b een .  
F e d e r a l  Crop I n s u r a n c e  ha s ,  s i n c e  th e  1 9 8 2  c r o p  y e a r ,  been a b l e  t o  h e lp  
A l a s k an  f a rm e r s  re sp ond  t o  t h e s e  u n a v o i d a b l e  r i s k s  t o  c r o p  p r o d u c t i o n  in  t h e  
D e l t a  J u n c t i o n  and f l a t a n u s k a  V a l l e y  a r e a s .  Our 1 9 8 3  p r og r am  p r o v i d e d  f o r  
p r o t e c t i o n  f r om  a l l  o f  t h e  n a t u r a l  r i s k s  on a p p r o x im a t e l y  70  p e r c e n t  o f  t h e  
p l a n t e d  a c r e s  in t h e  p r im a r y  c r o p  p r o d u c i n g  a r e a s  o f  t h e  s t a t e .  T h i s  was 
a c c om p l i s h e d  t h r o ugh  a p a r t n e r s h i p  between th e  F e d e r a l  Crop I n s u r a n c e  
C o r p o r a t i o n  and i n s u r e d  f a rm e r s  —  bo th  s h a r i n g  in th e  p ram ’ iin c o s t s .

As I i n d i c a t e d  e a r l i e r ,  o u r  c u r r e n t  l e g i s l a t i o n  p r o v i d e s  f o r  t h e  F e d e r a l  
Gove rnmen t t r< p a r t i c i p a t e  in a p p r o x im a t e l y  30  p e r c e n t  o f  th e  t o t a l  premium 
paymen t ,  ' .ne i n t e n t  o f  t h e  p r o p o s ed  A l a s k a  l e g i s l a t i o n  i s  t o  p r o v i d e  t h i s  
same premium p a r t n e r s h i p  between t h e  A l a s k a  S t a t e  Gove rnmen t and A la s kan  
f a r m e r s .  Th is  i s  a l o n g  range  p l a n  f o r  a r i s k  s h a r i n g  p a r t n e r s h i p  between 
A la s k an  f a rm e r s  and the  l e g i s l a t i v e  body wh ich a i sm c r e a t e d  t h e  l e g i s l a t i o n  
wh ich p r o v i d e d  f o r  t h e  d e v e l o pm en t  o f  c r o p l a n d  f r om  f o r e s t  g r o und .  I t  i s  my 
u n d e r s t a n d i n g  mos t o f  the  a r e a  p r o d u c i n g  f i e l d  c r o p s  ( b a r l e y )  has been 
d e v e l o p e d  f r om  n a t i v e  f o r e s t  l a n d  d u r i n g  r e c e n t  y e a r s  and much more c r o p l a n d  
d eve l o pmen t  i s  p l a nn ed  f o r  thu f u t u r e .

I t  wou ld  be o u r  i n t e n t  t h a t  t h i s  l o r g  r a n g e  p a r t n e r s h i p  and r i s k  management 
p l a n  s h o u l d  n^ t  become a t a x  bu rden  t o  t h e  c i t i z e n s  in t h e  g r e a t  s t a t e  o f  
A l a s k a .  R a th e r , ,  t h i s  p r o p o s a l  wou ld  a l l o w  t h e  A l a s k a  S t a t e  Gove rnmen t t o  make 
an annua l  i n v e s tm en t  in a t h r e e -w a y  p a r t n e r s h i p  a l o n g  w i t h  A l a s k an  f a rm e r s  and 
t h e  F e d e r a l  Gove rnmen t t o  h e l p  manage t h e  c o n s i d e r a b l e  r i s k s  o f  g row ing  f i e l d  
c rop* . .

T o d a y ' s  c r o p  i n s u r a n c e  i s  g r e a t l y  imp roved  and can s e r v e  as a v e r y  i u p o r t a n t  
p a r t  o f  p r o d u c e r ' s  r i s k  management p l a n .  E v e r y on e  wou ld  b e n e f i t  f r om  g r e a t e r



p a r t i c i p a t i o n ;  f a rm e r s  mos t e s p e c i a l l y .  L e nde r s  a r e  in  g r e a t e r  numbers 
r e q u i r i n g  c r o p  i n s u r a n c e  as a c o n d i t i o n  f o r  f a rm  o p e r a t i n g  l o a n s  becau se  such
i n s u r a n c e  h e l p s  p r o t e c t  t h e i r  i n v e s tm en t  in t a r i c u l t u r e .

C rop i n s u r a n c e  p r o v i d e s  i n d i v i d u a l  f a rm e r s  s i g n i f i c a n t  h e l p  in  r e s o l v i n g  c a sh  
f l o w  p r ob l em s  when p r o d u c t i o n  p r ob lem s  a r i s e .  T h i s  w i l l  f u r t h e r  s t r e n g t h e n  
t h e  l o c a l  a g r i c u l t u r a l  e c on om ie s .  F o r  e x am p l e ,  f a rm e r s  w i l l  be a b l e  t o  mee t 
f i n a n c i a l  o b l i g a t i o n s  t f  th e  A l a s k a  R e v o l v i n g  Loan Fund by i n s u r i n g  a g a i n s t
c r o p  l o s s  due t o  n a t u r a l  h a z a r d s .

We in  c r o p  i n s u r a n c e  have i n c r e a s e d  o u r  l e v e l  o f  commit tment t o  A la s kan  
f a rm e r s  as we have expanded t h e  a r e a s  and c r o p s  i n s u r a b l e  in  A l a s k a  e f f e c t i v e  
f o r  t h e  1 9 8 4  c r o p  y e a r .  Du r i ng  1 9 8 4 ,  f o r  t h e  f i r s t  t im e  F e d e r a l  Crop 
I n s u r a n c e  may be o b t a i n e d  by any A l a s k an  f a r m e r  p r o d u c i n g  wheat o r  o a t s ,  
w h e r e v e r  t h e y  a r e  l o c a t e d  in the  s t a t e ,  s im p l y  by l e t t i n g  us know h i s  need .

The u l t i m a t e  r e s u l t  o f  t h i s  p r o p o s e d  l e g i s l a t i o n  w i l l  be t o  p r o v i d e  A la s kan  
S t a t e  Gove rnmen t  s u p p o r t  f o r  th e  t r emendous  e f f o r t s  o f  i n d i v i d u a l  A la s kan  
f a rm e r s  t o  p r oduce  f i e l d  c r o p s  on a c ommerc ia l  b a s i s  t o  mee t f u t u r e  n e e d s .

The FCIC w i l l  work w i th  t h e  S t a t e  o f  A l a s k a  t o  m in im i z e  a d m i n i s t r a t i v e  
e xpen se s  a s s o c i a t e d  w i th  s t a t e  s u p p o r t  f o r  c r o p  i n s u r a n c e .  The o n l y  r e q u i r e d  
a d m i n i s t r a t i v e  c o s t s  t o  th e  s t a t e  s h o u l d  r e l a t e  t o  t h e  p r e p a r a t i o n  and 
t r a n s m i s s i o n  o f  payments by t h e  s t a t e  t o  FCIC on th e  b e h a l f  o f  A l a s k a  
p r o d u c e r s .

In summary ,  t h e  b i l l  be ing  d i s c u s s e d  t o d a y  s h o u l d  l e a d  t o  g r e a t e r  
p a r t i c i p a t i o n  by A l a s k a  p r o d u c e r s  in  t h e  c r o p  i n s u r a n c e  p r og r am .  The reduced  
c o s t  t o  the  p r o d u c e r  s h o u l d  make i t  f a r  more a t t r a c t i v e  t o  i n d i v i d u a l  
f a r m e r s .  I t  w i l l  be a h i g h e r  v a l u e  package  in  r e l a t i o n  t o  i t s  c o s t .

I n c r e a s e d  p a r t i c i p a t i o n  w i l l  mean t h a t  t h e  needs  o f  p r o d u c e r s  f o r  r i s k  
management p r o t e c t i o n  w i l l  be b e t t e r  met .  Th is  i s  p a r t i c u l a r l y  s i g n i f i c a n t  in 
v i ew  o f  th e  ab sence  o f  o t h e r  d i s a s t e r  payment p r o g r am s .  A l s o ,  i n c r e a s e d  r i s k  
p r o t e c t i o n  f o r  more A la s kan  f a rm e r s  w i l l  h ave  a b e n e f i c i a l  impac t  on o t h e r  
segmen ts  o f  y o u r  economy whose v i a b i l i t y  depends on a h e a l t h y  a g r i c u l t u r e .



The r e c e n t  improvements in  c r o p  i n s u r a n c e  c o n t r a c t s  and o p e r a t i o n a l  p r o c e d u r e s  
make c r o p  i n s u r a n c e  more a t t r a c t i v e  than e v e r  t o  p r o d u c e r s .  The nef .d f o r  
f i n a n c i ' l  r  a t e c t i o n  in  u n c e r t a i n  economic  t im e s  i s  g r e a t e r  th an  e v e r .  As a 
r e s u l t ,  h i g h  l e v e l s  o f  p a r t i c i p a t i o n  in c r op  i n s u r a n c e  a r e  v i t a l  t o  the  
p r o t e c t i o n  and ma in t enance  o f  th e  modern a g r i c u l t u r a l  economy. The b i l l ,  
wh ich wou ld  p r o v i c e  o d d i t i V . u l  i n c e n t i v e s  t o  p a r t i c i p a t i o n  in c r o p  i n s u r a n c e ,  
s h o u l d  b e n e f i t  a l l  segments o f  A l a s k a  s o c i e t y .

1/e, a t  FC IC ,  a r e  commit ted t o  wo rk ing  w i t h  y o u  in any a p p r o p r i a t e  f a s h i o n  in 
wha t  we c o n s i d e r  t o  be a m a j o r  i n i t i a t i v e  t o  h e l p  A l a s k a  p r o d u c e r s .  He 
commend y ou  f o r  y o u r  f o r e s i g h t  and e f f o r t s .  I t h ank  you  f o r  t h i s  o p p o r t u n i t y  
t o  a p p e a r  b e f o r e  the  c omm i t t e e .
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