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Ob]ectlves

and future crop ins. products.

» [Introduce tools available for
decision analysis.

o Make aware of future risk
management workshop




Top 10 Reasons for Not Managing Risk

0. There’s no free cap or jacket

.
£ 4 ¥ 1“'

IPm-waiting for my neighbor to try it

The media created El Nino

Crop failures build character

It’s more fun to keep my lender guessing about my ability
to repay

[ probably deserve a total crop loss

Sleeping too soundly would make my spouse wonder

The IRS would take the profits anyway

My children would just fight over the estate

Life would be dull without daily doses of fear

R

=

Source: Farm Futures




Abity to Inerease Motivation

@ Lowest Cost

High
The greatest leverage point to
manage risk and increase profits
/ is in the Planning phase
Low /

Planning Planting Nurturing Harvesting Marketing

Phases of the Cropping Cycle




Tools for Managing Risk

* Crop Insurance (?)
* Crop Diversification
* Precision FFarming

» Contracting/Futures (?)




Current Feasibility Studies for Vegetable
Crop Insurance Policies

* Asparagus * Garlic

e Broccoli * Globe artichoke
e Carrots  Lettuce-head

e Cauliflower * Lettuce-leat

e Celery » Lettuce-romaine

* Spinach




Essentials for Evaluating Risk

* Data/Info.: yields, prices,
costs, resources, etc.

o Analysis: pencil, calculator, or
computer

o Wisdom : risk-profit tradeoff




Programs For Risk Mgt. Analysis

« Ag Decisions: Web based program to
evaluate profit-risks in selecting a
marketing plan and crop mix strategy

* Farm Survivor: Web based game for risk
management decision analysis.




Programs For Risk Mgt. Analysis

-« RMA: Site for premium calculation
http://www3.rma.usda.gov/apps/premcalc/

* Quicken: Financial Software

* Customized spreadsheet to help answer what
1f questions.




On-line Crop Insurance

RMA Website

Quotes
Crop, Price Elections, Etc.
NAP/Disaster Assistance

Current AZ Crop Insurance
Options




On-line Crop Insurance Quotes

¥

.| Location: 1"{ |htt|:- 2 Swewew Frnausda.gow S

2224 //, 7' e

Mews

F What's Mew

k= hat's Hot
Crop Policies
Pilot Programs
Participation Data
Regulations
Tools/Calculators
Agent Locator
Producer Training
Events/Calendar
Crop \Weather
Publications

About RMA
»FCIC
* Field Offices
® Civil Rights
¥ File A Complaint
kReport Fraud
FFOLA
FAQ
k- Definitions
*Help
Other Sites
* Ag Risk Library
Contact Us

'[Lne

Hearch Tips
Ernter search text

Ouick Beaich

Risk HHMQ’EI‘I‘IH‘I‘ ﬁgf.-n:ﬂ U.S. Deparlment of Agrir.:ullure
Sunday, February 10, 2002

New RMA Administrator Announced

-- Becretary Yeneman today
named Boss J. Davidzon, Jr., as the
Adrninistrator of RMA. He is expected o begin
Feh. 19, 2002,

> MORE

2003 Budget Overview

-- The President's FY 2003
budget released westerday included $2.5 billion
1o fund the Federal crop insurance prog i,
EMA's administrative and operatng expenses
are propoged at §76.1 million, a decrease from

> MORE

SE[: ‘lufeneman Commends RMA

DaiLy SPOTLIGHT ON:

The South -- M, doe weather is rebmiing to the
Tegion, allwains spring plad g preparstions to rennme
I sondherranost arese. Decpite recerd rafrdall, loxg-tenn
drt:-u@‘imnams 4 comwcer i the snﬂmﬁﬂm
Tegion. b cordrast, wrifamnorable wetness persicts i sorhe
locatiome frosh the Deltammwrd.

Qutlook -- The stoon sesten i the Horthearest ic
forecast to mone eacbarard, reaching the rorth-cerdral 7.5,
o Sabmwdsay. Inmingg the wreskiend ), hesr-blizmed
coruditions tay brisfhe affect the northem Plate | whers
high winds il accoarpares 4 period of s, Elseadere,
mﬂd mn:-sr_l_',' dr_','maﬂmmfnrecastm earl_','m:-atmﬂ-:




Account Setup Required

RMA Premium Calculation -- Login
Enter your Login ID and Pa rd, then click Continue.

New users click here.

Login ID: [tronstad

Password: [essssss 7

21 O Iforgot my password, please send it to me.

Insurance Plans
_ _ _ _ i indicates supported by online application, "NAA" indicates not applicable ) _ _ _ _
| (100, [129, [250, (300, [409 [419, (4209, [439, [440, (450, [460 [500, (5109, [550, (630, (700, [739 (849 (860, (909 [960,
2000: | X X | X | X | X | X | X | X | X | x _ X | X | x | X X | x | X X | X
2001 | X | X | X | [ X | X [ X | x [ x| . _ [ X [ ¥ [ % [ % [ x [ x [ x| | NiA
2002: | X X X X X X NIA
MOTE: Ax 1Tl o to f LOUE PrRFFHLIF |
: Arial, Andale Mono and Times New Roman fonts.
download and install these fonts here .




Utilize Pull-Down Menus

Metscape: RMA Premium Calculation -- Initial Data

4 4 2 3 = 3

Back Feload Harne Search  Metzcape Frint  Security Stop

| Location: 4 |htt|:- 2 dweww 3 rmausda.goy Japps Apremcale foale foale_init _data ofm Poustormer _id=&reins_yr _id=2002 & state_cd=04&county o

m RMA Premium Calculation -- Initial Data

Enter Crop Year, State, County and Insurance FPlan. Then, click Continue.

Crop Year: | =00z
State: [ 04 Avizona

County: | 021 Pinal

Insurance Plan: | 90 &FH
[ << Back ] [ Clontine }i]




Crop, Price Elections, ...

Login ID Crop Year Insurance Plan State
tronstad 2002 890 APH 04 ARIZOMNA,

m Add New Quote: 004

Crop : [ 0021 COTTOH - ]

w

Type : | 297 NO TYPE SPECIFIED
Practice : | 002 IRRIGATED

Price Election : [ 100%% $0.50

Acres : |[5o0

Yield ; ||1z00 [LBS)
Hate Yield : ||1z00
Share : [|1.000

Yield Cup Surcharge : [

Ya YTELD ADJUSTHENT &0¥ 1.000

Options :

Additional Coverage Rates: | None Available
Map Areas/High Risks : | None &vailable




Current AZ Crop Insurance Options

Insurable crops Apples
Barley
1 999 Citrus: 8 types of fruit
. Corn
Arlzona Cotton & ELS Cotton
Nursery
Potatoes
C rop Table Grapes
Wheat

Insurance

P rofi Ie Types of policies/crops: Insured acres

* CRC 58,790
+ Wheat 35,290
+ Cotton 23,500
« Corn 0

¢ Dollar
. Nursery 13 policies

New crop pilot programs
¢ Chile Peppers (2000 crop year)




NAP/Disaster Assistance

The Noninsured Crop Disaster Assistance Program (NAP)

MAF & far crops forwhich crop insurance & not available, It provides assetance for farmers

wiha growe such crops, limiting their losses from natural disaster and helping to manage their P ‘.'l -
kg

overall business risk. b

MOTE: Ta be eligible for assktance in the event of a disaster, you must provide certain
infarmation to FSA annualy, before a dieaster ocours. See belom,

What Crops Are Eligible for Protection Under NAP?
Eligible crops include agricultural commodities that are:

& Grown for food;
® Flanted and grown for lvestock consumption, including but not limited to grain and seedad and native forage

& Grown for fiber, except for trees; and
[ I |:||'-_-|::ia |'t!||' GIOps
and zeed crops used to produce crops that are eligible for NAP. [TOF]




NAP Eligibility

Howr Do | Become Eligible for Protection Under NAP?

Froducers who want protection under NAP must make certain required crop information available to FSA ewveny vear by the

established program reporting deadlines. They must alko maintain certain farm production records throughout the wear.

To ensure that they will be able to take advantage of assktance under HAP, should it bacome available, producers must
meet all pragram requirements.

Speciicaly, to be eligible for NAP, producers must:

@ Accurateby report the acreages and shares for all crops potentially eligible for HAP on ar befare the requirad
deadline (contact local FSA county offices for acreage reparting dates);
Report crop losses within 15 days of the date disaster accurs or the date crop damage becomes apparent;
Cerify crop production history and report current crop ywear production;
Eamn not mare than §2 million in annual gross revenue per"person as defined by FSA, in the operation;
Certify that they comphy with all highhy eradible land and wetland consenation requirements;
Fequest measurement service i needed; and
Fequest payments by the acreage reporting date of the wear following the year of the disaster. [TOP]




NAP Assistance

No up-front fee or premium

required.

Greater than 35% of area in
county impacted by natural
disaster.

Pay for yield less than 55% of
normal at 55% of avg. mkt. price.




Crop Insurance Value for AZ

For each dollar spent by AZ producers (admin.
fee & premiums) what was the return?

$ spent  All Crops
1995 $1.00 $3.59
1996 $1.00 $1.99
1997 $1.00 $3.04
1998 $1.00 $1.59
1999 $1.00 $3.38
2000 $1.00 $0.93
2001 $1.00 $1.41




Crop Insurance Value for AZ

For each dollar spent by AZ producers (admin.
fee & premiums) what was the return?

$ spent
1995 $1.00
1996 $1.00
1997 $1.00
1998 $1.00
1999 $1.00
2000 $1.00
2001 $1.00

All Crops _APH Cotton

$3.59
$1.99
$3.04
$1.59
$3.38
$0.93
$1.41

$3.37
$2.19
$2.78
$1.78
$0.98
$0.97
$0.36




Ag Decisions Program

* Several Cropping Options
* Diversification

* % of Profits by Crop?

o Start small: build bigger




Diversif-
ication

Example

Information Wizard

Select a crop from the izt to change it information.

Alfalka 15t pear
Upland -- Full Seazon
Upland - Reduced Se;
Alfalfa - beyond 2nd ve
Crurum

Cornlzilage)

Spr. Cantaloupes
Onianz [dry)

Upland - Ophons

Upland - Futures

Alfalfa 1zt pear

Help

General

Prefemred

Late Planting _
Date: 100

Uriits:
Special Crop

Considerations:

Frices

Expected:
High:
Lo

What's This?

[ Te |

Show Hiztory [

E arly Planting

c eason

Length:

Ylelds

Expected:
High:
Lo

E dc |'::.




Information Wizard

Enter the acreage limitz for each crop.

Acreage

o o
Limits (Y ——
Acres
u Alfalfa 1st year M ax Acreage
Upland -- Full 5eazon 0] M ax Acreage

Upland -- Reduced Seazon 0] b ax Acreage
Alfalfa -- beyond 2nd year 1] 200

| [Duum Mas Acreage
l Cormnlzilage] 1 b ax Acreage

Group Linnits
Lirit crap combinations |:|_|r| .3|:||:|ir|g a nEw group.

Add Group | |

Help What's Thig?




l= Ag Decizions Agricultural 5 oftware
File “iew |nput Analvsiz Help

D)2 E] @5 8 |

B | b ﬁ] 0 535 5% Resource Manager

Prafit Goal: $295.000

Teut

By cres ] By Proit |

Upland -- Full Season - 100 (11%) Upland -- Futures - 100 {11%)

Upland -- Reduced Season - 100 (11%}) (-fUpIand -- Options - 100 {11%)

Alfalfa -- beyvond 2nd year - 100 (11%)

Durum[Contract] - 100 {11%) Spr. Cantaloupes - 333 (36%)




F:= Ag Decisions Agricultural Software =]
File “iew Input Analzis Help

E@mm I:I Rezource Manager

Frafit Goal: $£295 000

Crops FE::E:I:II es|  Limits | Contracts |

M lx Upland -- Full Season - $17,453 (3%)

Upland -- Reduced Season - $16,400 (3%) | _ $16.876 (3%
Alfalfa -- beyond 2nd vear - $11,820 (2%) | | Upland - Futures - $16,876 (3%)
Durum{Contract] - $2,025 (0%) , | I,-'-'F“a“d - Options - $12,6 4':2)"-"":'

by

Spr. Cantaloupes - $548,253 (88%)

L




Fi= Strateqy E valuator
File “iew Data ‘Window Help

=& uld] |MA

Mew Scenario

3
fi=
= i€

Crop: | Spr. Cantaloupes Tl Information to vary: | Price and *igld

S G G —

1,500 0004 + STRATEGT

S1.G0E 00 T

Al
u
u
A
D
D
C
e

=SS

o STRATEGZ

EC bR

T oo T T T T o T o Tom T

s

]

'S.I} ]
Low Spr. Caralouscs PHo and Yol [53.00. 15600 v ETH.‘E\TEGS
High Spr, Carlalogecs PHCC and VId [ 00 W00k

Influence of Spr. Cantaloupes on each stratey

Cantaloupes



E Strategy Evaluator
File “iew Data ‘window Help

mE. A

F- Strategy: STRATEG3 [Modified]
T ables 1 Graphs 1

Tatalz ] Prafit ]Ennsumptiun] Risk ]Earetaker E“Eﬂk'E\“Eﬂ]Eash Fluw]

Crop Crop |Production| Crop |Break-Even| Fixed Cosgt | Fixed Cost
Yield Cosgt Price Price Allocation % | Allocation 2

Alfalfa 1st year 6.000  $491.00 $85.00 $81.83 0.00
Upland -- Full 5eazon 1.154.000 $610.19 $0.68 $0.75: 40,00
Upland -- Reduced Season|1.050.00 $55%0.00 $0.68 $0.76 $25.000 10,00
Alfalfa -- beyond 2nd pear 750 $519.21 4$85.00 F102.56 $25.000 10,00
Durum 250 $304.75 $125.00 $121.90 30 0.00
Durum[Contract] 250  $304.75 $130.00 $221.90 $25.000 10.00
Corn(zilage) 26.00 $47411 $30.00 $27.65 $12.500 R.00

1

g
LA
LA
Al
D
D
C
5y

== SIS

i




Challenges & Opportunities Ahead

® Discriminating Consumer Preferences

® Rural-Urban Interfaces.

® New Technologies
-- GIS/GPS

-- Tractor guidance systems

® Food Safety and Tracking




Should the govt. increase efforts to improve

traceability from consumer to producer?

affirmative responses

AZ: Some AZ: Only Field US: Overall
Specialty or Crops Average
Other Ag.




Future Workshops 2003

 FEl Central (T'BA)
* Yuma (T'BA)
 Dewey Feb. 24th
 Parker (I'BA)




AZ’s Crop Insurance Profile

Percent participation/top 3
insurable crops:

* By acreage
(total NASS planted acres)
« Cotton/250,000 acres 04
« Wheat/85,000 acres 71

. Barley/63,000 acres 59

Insured acres (%)

Misleading #’s since many policies
are CAT (50% yield and 55% price
election)




Crop Insurance Discounts

4 Govt. has always paid for 100% of CAT

premium -- modest sign-up fee.

100% price election: at least 50¢ for 2002

Yield
Coverage

50% 60% 70% 80% 85%

Subsidy 74% 71% 67% 58% 50%




AZ’s Crop Insurance Profile, 1999

AFFLE
BARLY
CORN

COTTH
COTTH
ELSCT
GRAPF
LEMON
M ANDN
FNTMNG
MORMG
MEFGC
MESEY
ORTNG
FTATO
SWORG
TGREAF
YLORG
WHEAT
WHEAT

Totals:

NS
SOLD

14

235

129

EED

26

207

27

43

22

4

43

g

g

16

44

14

4

29

UINITS
ACRES
Z,005
72,996
27,132
206 66
22,005
7,155
CE
5 565
665
1 660
1,770
0
5
256,
6 505
227
2,104
1,585
25 369
25,290

781 252

NET
LIABILITY
Z 249 036
2 158 440
2 545 525
74,900,081
15,772 657
2 283 522
420,995
3,963,523
432 902
763 066
Sgz 240
5 951,109
Z 058,795
ZET £
5 732,925
£d 425
2 £35 393
TdE 991
2 474 477
13,194,256

141 408 £55

TOTAL
FREMILIM

562 S6T

£1,000

132 360

Z 501,149

1,108 459

118 672

26,319

252 400

G4 522

G4 475

74 063

17 874

27 529

73 937

432 113

7,785

92 38T

20,311

83 609

1,129 906

7 857 233

LOSS
SUESIDY
720,828
58 952
128 358
2199 445
474,104
59,713
26 231
252 400
74,157
67,917
26 943
15,810
21,815
29 500
290 36
7,785
92 8T
27,193
77,131
425 921

4 710 425

INDEMNITY
445 564
25 651

0
1,317,599
4 £69 E61
45 244
15,934
6,610

i

55,853
276

0

0

72 973
537,059
1,110

0

4 572

z 052

Z 90% 975

11,074,196

LOSS
EATIO
072
0.3z
0
0.2
4.1
0.41
0.7z
0.03
a
.y
0.01
1]
1]

Frod. Bet. /
% Spent
1.83
0.e1
Q.00
0.93
T.54
117
11.09
225
Q.00
205
003
.00
.00
&2
372
097
.00
0.25
010
243

328




AZ’s Crop Insurance Profile (1997)

#PFLE
BARLY
CORM

COTTN
COTTN
ELSCT
GRAPF
LEMON
M AMDN
MRESEY
IR AMG
FTATO
TANGE
TGRA&F
WHEAT

Totals:

APH
APH
APH
APH
CRC
APH
APH
APH
APH
DO

APH
APH
APH
APH
APH

i

UNITS
ACRES
z,198
52 301
24 725
256,157
4 672
17 575
146
745
50
a9
29T
4 505
150
2,090
62 332

428 528

NET
LIABILITY
2 711 537
Z,129 785
2 294 535
90 442 577
2 G63 002
5 957 649
506,779
3,761,963
193,265
281,946
602,718
2 773 323
364 301
2 778,731
6,299 737

125 292 148

TOT AL
PREMILM
307,715
132,710
118 335
3,853,724
237,527
327,581
26,905
255,158
36,733
21,966
47 216
162 391
37,232
104,741
219 667

5,590,101

LOSS
SUBSIDY
167 412
101,182
115,327
2,216 402
45 263
243, 7600
26, 785
254 333
29 425
21,375
42 945
153 630
32 385
104 74
180,519

3,735,474

INDEMNITY
1 052 629
122 259

N

4 E63 090
515 451
36 531
25 569

N

9 966

0

25 9Z2

N

58 247

N

92 304

§,318,008

LOSS
RATID
342
1
1]

Prod. Ret, /
% Spent
T.45
283
Q.40
278
431
037
2342
Q.00
1.24
.00
.08
Q.40
837
Q.40
1.46

3.03




Upland Payout for 2 AZ Counties

. minimum
Maricopa S spent CAT BuyUp CRC
1997 $1.00 $0.00 $3.19 $4.39
1998 $1.00 $0.00 $3.45 $0.00
1999 $1.00 $0.00 $2.89 $8.07
2000 $1.00 $0.00 $0.21 $0.00
2001 $1.00 $0.00 $0.05 $0.97
Pinal
1997 $1.00 $0.00 $0.00 n/a
1998 $1.00 $0.00 $0.00 n/a
1999 $1.00 $0.00 $0.38 $7.05
2000 $1.00 $9.34 $1.79 $0.00
2001 $1.00 $0.00 $0.62 $0.00




Insurance Mix for all AZ Crops

AT BUP
1995 1,913 373
1996 2,087 398
1997 1,738 460
1998 1,605 540
1999 1,430 742
2000 1,382 781

2001 1,206 670




Insurance Mix for AZ Cotton
2001 Policies Acres

Insured Insured
Catastrophic 296 82,994
APH Buyup 312 134,109
Crop Rev. Cov. 55 25,983

4 Although CAT coverage accounts for 45% of
policies it only accounts for 34% of acreage.

4 CRC accounts for only 8% of policies but 11% of
acreage.




A Look at AZ Upland Opftions

4 Actual Production

History(APH)
+ CAT 50:55 (yld %:price%)
+ Buyup §5:100

4 Crop Revenue Coverage

(CRC)



APH 02 crop : 1,300 lbs, Maricopa

premium cost $/acre Coverage $/acre

$160-

$140-

-$600

$1201
$100-
$80-
$60-
$40-
$20

50:55 50:100 55:100 60:100 65:100 70:100 75:100 80:100 85:100

CAT

Coverage/ Acre

Grower P

Yield: Price Coverage




Crop Revenue Coverage
4 Insures for revenue: price &

yield combinations can trigger
an indemnity payment.

4 Pay for yield losses at a higher
price than at planting if prices
rise by harvest time.




CRC: 1,300 Ibs. $.50 price election

$250 premi um cost $/acre Cover age $/acre_ $600
| Coverage/ Acre |

$200- —

] T f—$400
$150- - L

! Grower Premium| | tssoo
$100] f

-$200

L u iii

50:55 50:100 55:100 60:100 65:100 70:100 75:100 80:100 85:100

CAT Yield: Price Coverage




Upland Subsidies (3/acre)

APH  CRC % of Prem
50:55 14.15 -——- 100%
50:100 18.57  25.89 74 %
60:100 26.15 37.30 71%
70:100 39.89 57.44 67%
80:100 63.63  90.26 58%
85:100 73.42 102.85 50%




CRC Price Election for 2002

4 Jan. 15 - Feb. 15 Futures

Dec. Futin Price Election
ELS January APH CRC

1999 $1.00 $.63 $.64  n/a
2000 $50.83  $.60 $.59 $.61
2001 $1.00 $.61 $.60  $.61

2002 $0.83  $.43 $.50 22




20% Yield Shortfall & 20% Price gblgortfall

APH 30:55 50:100 70:100 85:100

CAT

Coverage $182 $325  $455 $553
Indemnity $0.00 $0.00 $0.00 $32.5

CRC
Min. Cov. -  $325  §455 8553
Indemnity ----  $0.00 $39.0 $136.5

Assumes approved yield of 1,300 lbs./acre and base price of
50¢/1b. for both policies.




40% Yield Shortfall & 25% Pri% %gcrease

(780 lbs./acre)

APH 50:55 50:100 70:100 85:100

CAT

Coverage $182 $325  $455 $553
Indemnity $0.00 $0.00 $65.0 $162.5

CRC
Min. Cov. -  $325  §455 8553
Indemnity ----  $0.00 $81.3 $203.1

Assumes approved yield of 1,300 lbs./acre and base price of
50¢/1b. for both policies.




