Crop Insurance Protected Revenue For
Covered Farmers During Drought

COLUMBIA, MO.

armers covered by federal crop insurance

Fmay not only have had their losses covered

and avoided financial devastation during

this year’s drought, but might have made more

money than they had predicted in March, said a
University of Missouri Extension economist.

“Insured farmers had a pretty good year,” said
Ray Massey earlier this month at the MU Ex-
tension Agriculture and Natural Resources An-
nual Conference at the MU Bradford Research
Center.

In 2012, approximately 70 percent of Missouri
farm acres were revenue-protected by the Fed-
eral Crop Insurance Corporation (FCIC), Massey
said. Another 13 percent had insurance based
on yield protection.

“In a tough year like 2012, crop insurance is
the difference between financial hardship and
getting the crop into the ground next year,” said
FCIC manager William J. Murphy.

Over a 10-year period in Missouri, $1.80 in
federal crop insurance indemnities was paid out
for every $1 paid in premium by farmers, said
Ron Plain, MU Extension economist and pro-
fessor of agricultural economics at MU’s College
of Agriculture, Food and Natural Resources.
“For the state of Missouri, it’'s a good invest-
ment.”

Massey said most farmers did not take crop
insurance until after 1990, when participation
was a prerequisite to take part in other federal
programs.

The federal government subsidizes crop in-
surance to give farmers an incentive to pur-
chase it and to reinsure insurance companies
that might have large losses from years like this

one.

The USDA Risk Management Agency sets the
costs, which vary by the level of coverage the
farmer chooses. Because the cost is the same
from agent to agent, Massey recommends that
farmers choose an agent based upon their serv-
ice.

Farmers who receive indemnities totaling
more than $200,000 should expect to be au-
dited by FCIC, he said.

For more information:

Missouri Crop Resource Guide: Marketing and
Risk Management: crops.missouri.edu/market-
ing.

Information on APH and T yields: crops.mis-
souri.edu/marketing/insyields.htm.
USDA Risk Management

rma.usda.gov.

Missouri Department of Insurance: insur-
ance.mo.gov.

“Crop Insurance in Missouri,” MU Extension

Agency:

publication MP749: exten-
sion.missouri.edu/MP749.
USDA drought assistance page:

www.usda.gov/drought.
About the Federal Crop Insurance Corporation
FCIC, administered under the USDA Risk
Management Agency, decreases production risk
associated with adverse weather conditions, fire
and pests in addition to price risks associated
with fluctuating commodity markets.

Federal crop insurance is a public-private
partnership that allows farmers to manage risk
while shielding taxpayers from farm disaster
bailouts by guaranteeing farmers a percentage
of predicted crop revenue.
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This graph shows the number of farmland acres in Missouri insured by federal crop insuance since 1990, when the program became a
gateway for farmers to participate in other federal programs. Despite drought during this past crop season, Missouri farmers who
participated in the program are likely to have had adequate income to insure that they can plant again this spring.
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