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What is Crop Insurance?
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Why Crop Insurance?
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Increasing Cost to Taxpayers

Total Taxpayer Cost of Federal Crop Insurance Program
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Recent Statistics

ANational

AOver 280 million acres enrolled (2012)

A 29% was corn
A ~85% of insurable cropland

AWisconsin

AOver 5 million acres enrolled (2012)
A 59% was corn



Primer on Crop Insurance

ALiability: total loss coverage

A Determined by coverage level, production history, commodity
price

APremium: cost of insurance policy
A Subsidy from USDA : 38% (mean = ~60%)
A Determined by liability, policy type

Alndemnity: amount paid to farmer for loss
ACause of Loss
AYieldbased vs Revendmased

AFederal cost = (IndemnityPremium) + Premium
Subsidy + Private Insurer Subsidy + Admin Costs

AAdministered and operated by 18 Private Insurance
Companies

AOverseen by USBRisk Management Agency



Figure |. Federal Crop Insurance Program

Farmers

+ 1.2 million policies purchased in 2012
282 million acres insured
- $11? billion in loss coverage (total liability)

: _ Within approximately 4
I Farmers paya pGI‘tIDr‘l a0 dayS of |0551 |
y of total premium to indemnity is paidto !
| insurance companies, farmer by FCIC !
1 who jurwarcl funds to through insurance :
: FCIC companies’ claims I
" adjustment and 1
1 payment process 1
’ 18 Private Insurance Companies :
i * sell crop insurance policies through 12 500 agents i
, » collect and forward premiums to FCIC i
i * determine individual crop losses through 5,000 adjusters i
i » pay claims with funds from FCIC :
’ * share gains/losses with federal government |
! T FCIC pays A&O In an annual settlement for eaci‘# I
: | Expense company, FCIC determines and ! :
| | reimbursement to pays (receives) the company I
I y €ach company for portion of any underwriting gain | |
: | delivery costs (loss) 1
v 1 (subsidy to farmer) ) ‘+ I

Federal Crop Insurance Corporation (FCIC)

sets standards and premium rates

approves new products

subsidizes farmer premiums (62% on average)
pays 100% of delivery costs through Administrative and Operation (A&O)
reimbursement to companies

shares gains/losses with private companies
reinsures insurance company losses
USDA’s Risk Management Agency operates the program (employees: 77 in
DC Headquarters and 406 in field offices)

www.cropinsuranceinamerica.okg




Causes of Loss
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Research Questions

AWhat areas of the U.S. cobelt have been
particularly vulnerable to drought and excessive
moisture losses?

AWhat is the relationship between crop insurance
AVRSYYAUASE FT2NJ aRNRdzAK
and

APrecipitation anomalies
A Average water table depth
A Soil texture characteristics



Other Data
sources

APRISM
AMonthly Precipitation

AFan et al. 2013
AWater table depth

ACONUSOIL
A Soil permeability



