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Mr. Chairman Etheridge, Ranking Member Moran and Members of the General Farm Commodities and Risk Management Subcommittee of the House Committee on Agriculture; I appreciate the opportunity to appear before this hearing on an overview of the Federal Crop Insurance System.  My name is Art Barnaby, with Research and Extension, Kansas State University.

Crop insurance has become an integral part of many farmers risk management plans.  In the mid-1980’s, Dr. Bill Tierney and myself developed a series of workshops to teach farmers how to combine crop insurance with marketing tools to manage revenue risk.  In the process, it became apparent the standard multi-peril crop insurance contract offered through the Risk Management Agency (RMA) did not meet the real need of farmers who were preharvest pricing grain because multi-peril crop insurance replaced bushels not at current market value but at a forecasted price.  For example, the 1988 drought caused both crop losses and an increase in market prices that far exceeded the price forecasted by RMA.  A similar result occurred with the 2006 corn and grain sorghum harvest price increase above RMA’s forecasted price.  APH insured corn farmers were paid $2 while Revenue Assurance with the Harvest Price Option (RA-HPO) insured farmers were paid $3.56 per lost bushel.  Any farmer who forward contracted corn but was not able to make delivery were required to purchase those lost bushels at current market value of $3.56 plus basis to meet the requirements of their forward contract.
After the large price increase combined with a short crop in 1988, working with a private company we developed a multi-peril insurance contract that increased coverage when grain prices increased and replaced any loss production at current market value, not at a forecasted price at planting time.  This was a private endorsement on the multi-peril crop insurance contact titled Market Value Protection (MVP).  The MVP endorsement converted the multi-peril crop insurance contract from a bushel payment trigger contract to a replacement guarantee.  Initially, that was done to offset the loss of deficiency payments that occurred when markets prices were higher and farmers had no yield to sell due to drought or other weather perils but after the 1996 Farm Bill, it was used primarily as a method to guarantee performance on forward contracts or hedges.
The MVP replacement contract was the first crop insurance contract to include price risk and was released in 1990.  This concept of inventory replacement at current market value is not a new one as many homeowners’ policies also contain provisions to replace their insured house at current construction cost rather than a fixed dollar amount.
The MVP replacement coverage was included in the Crop Revenue Coverage (CRC) contract introduced in 1996.  Working with a private company I helped to develop the CRC contract.  CRC was submitted to RMA for reinsurance and made available to all insurance companies.  The CRC contract combined both the revenue guarantee and the replacement guarantee in a single contract.
Income Protection (IP) was released the following year as was Revenue Assurance (RA).  These contracts guaranteed revenue but did not include replacement value protection.  In 2000, Revenue Assurance added the Harvest Price Option (RA-HPO), which is the bushel replacement portion of the contract and it is nearly identical to the CRC contract.
Because of the availability of CRC and RA-HPO, it is possible for farmers to forward contract bushels up to 3 years before harvest and remain in a fully hedged position.  Farmers will either have the bushels at harvest time in those future years or they will receive enough insurance dollars to replace the lost inventory that is necessary to offset the marketing plan.  Some academics will argue that it does not pay to market and I will not enter into that debate.  But one thing is absolutely certain, farmers have no choice once they plant the crop, they will have to sell the crop because farmers simply can’t store the crop forever.  Because farmers must sell the crop at some point, then the alternative becomes either create an organized plan for selling the crop, recognizing that price forecasting is less than a perfect science, or if one truly believes marketing is random then just get up in the morning and flip coins on the decision to sell or not to sell
.  
I personally believe that an organized marketing strategy will out perform flipping coins.  I also recognize that selling production ahead of harvest does carry additional risk but with the advent of replacement coverage crop insurance through CRC and RA-HPO this risk is greatly reduced.  The major benefit of the replacement crop insurance contracts is not that farmers expect to collect claims exceeding their premiums paid but the fact that CRC/RA-HPO increases the length of the marketing window.  In fact, under today’s conditions farmers can price grain up to 3 years ahead of harvest to roughly 9 months after harvest, combined with replacement coverage insurance and storage, and still remain in a fully hedged position.  At harvest time, replacement insured farmers will either have the bushels to deliver or they will receive enough indemnity dollars to replace those bushels at current market value.
Congress should be concerned about unintended consequences, because many farmers are making marketing decisions now for the 2007 crop based on some of the best corn and grain sorghum prices that have been offered in years.  Many farmers are even selling their 2008 crop.  Most of these forward marketing decisions are based on the assumption CRC/RA-HPO will still be available.  This is why it is so important that Congress consider all of these unintended consequences if a major policy change is made.
Even the critics of the crop insurance program have not argued the program has not worked as planned by Congress.  In Table 1, it is readily apparent that the growth of the crop insurance program has continued over the past 15 years.  The combined farmer paid premium and premium subsidy has increased from $759 million to $4.6 billion over this period of time.  During this period of time, there have been many reforms of the crop insurance program that primarily focused on increasing participation and encouraging farmers to purchase higher coverage levels.  Clearly, an increased number of farmers did purchase insurance in 2006 versus farmers in 1992.  Apparently, Congress has recognized this too in the most recently passed disaster bill that does not provide benefits on insurable crops to uninsured farmers on that particular crop.  In the past, farmers growing insurable crops were also allowed to collect disaster payments but that will not be the case for the most recently passed law.
There are two special cases where crop insurance may not provide the level of protection farmers’ desire.  The first case is shallow losses.  As any insured farmers will tell you, crop insurance works extremely well if one has a total loss but if a farmer raises half of a crop that leaves one with all of the harvest expenses and greatly reduces production to sell.  Because of the “large” deductibles in the crop insurance contracts a half of a crop leaves insured farmers with a much greater financial loss than if they had a total crop failure.  The other issue is the case of multiple year losses where the APH declines and premium rates increase exponentially. For some growers with a declining APH the new Group Risk Income Protection (GRIP) or the Group Risk Plan (GRP) contracts maybe the best alternative in selected counties under conditions of a multi-year loss.  However, those issues will be left for future discussions.
If crop insurance has worked as intended by Congress; then why are we having the current debate?  One current argument being made is the crop insurance program has worked but it is “extremely” expensive.  As one can see in table 1, as participation increases, the cost of premium subsidies also increases proportionally, therefore the more farmers that are insured, the higher the cost is for USDA.  If we were still dealing with 1992 participation the government cost would be lower but Congress wanted higher participation and that is exactly what happened.  Therefore, if Congress wants to reduce the USDA cost of the program then simply reduce participation, which may have unintended consequences.
The other fundamental question being raised; crop insurance is “too expensive” but compared to what?  In order to try to answer that question, the USDA data in table 1 was converted to a format similar to private property/casualty insurance.  First step in the analysis was to calculate the total premium costs that includes the A&O, the underwriting gains/losses by the insurance companies, the premium subsidy and the farmer paid premium to reach a total premium cost.  One point that is often overlooked is “underwriting gain” as defined by the government is not underwriting gain as defined by property/casualty insurance.  Because RMA uses an incorrect term, many analysts have made an error in their arguments by assuming underwriting gain has the same definition as it does in the private sector.  Under private property/casualty insurance all of the company expenses and indemnity payments are paid before there is an underwriting gain/loss.  Clearly some of those dollars USDA is reporting as “underwriting gains” to the companies are being used to cover some of the companies’ operating expenses.

If multi-peril was a private insurance contract the companies source of revenue is the unsubsidized premium paid by the consumer for their auto policy, homeowner’s policy, or crop hail policy.  Out of each dollar of premium collected insurance companies must pay their claims, loss adjustment expenses, insurance agent commissions, operating expenses of the company, etc.  However, because of GAP accounting procedures for the insurance industry it becomes quite complex to compare federally subsidized crop insurance with other common lines of private property/casualty insurance.  In addition most private property/casualty insurance companies, investment income is a significant source of revenue simply because premiums are paid at the start of coverage unlike crop insurance where companies are actually paying losses before they collect premiums.  Crop insurance premiums are collected at harvest time, not at the start of the coverage period.
Once total premiums were calculated, which is all dollars paid in; the analysis then lists the total dollars paid in indemnity payments.  The analysis then calculated the percent of the total premium that was paid in indemnity payments.
Percent of premium paid is a hard number that is not subject to accounting gimmicks or other manipulation and therefore, the one number that is the most relevant for comparison.  Over this 15 year period, the weighted average percent of premium paid in claims was 66 percent.  That means out of every dollar received in total premiums, 66 cents was paid out in claims and the remaining dollars would be used to cover agent commissions, loss adjustment expenses, legal litigation and all of the other operating costs of the insurance company.
The 66 percent of premium paid in indemnity payment is overly optimistic and a simple average of the percentage paid, that weights the risk of loss equal in each year, is probably closer to the long-run average, which was 74.1 percent of each dollar paid in premiums to cover claims.  The reason is the most recent 5 years of experience has been exceptionally good in the crop insurance industry and because the sales volumes are significantly higher in the most recent 5 years that good experience overrides some of the earlier years that generated sizeable losses.  Assuming RMA’s premium rate is correct companies will have future large scale losses that will make the average closer to the 74.1 percent figure.
If one somehow believes weather has significantly changed so that companies will not have those severe future losses then RMA has set the premium rates too high and they should be cut.  Most observers are willing to concede the past loss ratio experience is basically actuarially sound at the national level and the recent run of good luck is likely to be offset in future years bringing the loss experience back in to line.  In fact, over the last 4 years effectively RMA has also generated about $1 billion in “underwriting gain” that they retained.  However, I don’t expect that to continue either.
The other thing that is really striking is the amount of variability in the percent of premiums paid in claims ranging from a high of 181 percent to a low of 39 percent of premium paid in claims.  While the average is closer to 70 to 75 percent, there is a lot of extreme variability annually.  It is this annual variation in percent of premium paid in claims that makes crop insurance a particularly difficult risk to insure privately.  Because these crop risks contain a significant amount of systemic risk is the reason the crop insurance loss ratios are either really high or really low.  Unlike other lines of property/casualty insurance where losses are largely independent of each other, these losses are highly correlated.  In other words, when a farmer has a drought all farmers in the county/state have a drought and the result is a catastrophic risk that is difficult to insure privately.
As demonstrated the expected premium paid in claims over the long-run is likely to be in the 70 to 75 percent range, leaving 25 to 30 percent for operating the insurance companies.  The remaining question; is that a reasonable margin?  A comparison analysis was made of the performance of reinsured crop insurance versus other lines of common private property/casualty insurance.  Table 2 contains historical losses for personal automobiles.  Notice the dollar amounts are much larger than the $5 to $6 billion in reinsured crop insurance, approaching nearly $160 billion dollars in premiums.  A net premium was calculated that deducted dividends paid back to policy holders from premium dollars paid in by policy holders to allow for comparison with reinsured crop insurance.
The property/casualty industry statistics on claims unfortunately are not as clean as one would hope.  In their reported losses property/casualty companies also include the Loss Adjustment Expense (LAE).  By utilizing data published in AM Best, an annual report from State Farm automobile insurance company and the Insurance Information Institute, it was documented the percent of these total losses attributed to LAE range from a low of about 15 percent to a high of 18 percent of the combined LAE and auto claims.  Therefore, the indemnity only payments were estimated as a range based on the estimated amount of dollars that would have been paid in LAE.  Depending on how low or how high the LAE is the percentage of each dollar premium paid in claims ranges from about 62 percent to about 65 percent.  The remaining amount of the premium dollar is then used to pay for all of the expenses of the insurance company and after the expenses are deducted the company generates an underwriting loss or gain.  The private property/casualty companies then add their investment income to reach a bottom line.
A similar analysis was done for homeowner’s policies where the expected payout ranged from about 60 percent to about 63 percent of the total premium paid in indemnity payments (table 3).  Private crop hail insurance had an expected payout that ranged from about 63 percent to about 72 percent of the total premium paid in indemnity payments (table 4).
When comparing the percent of each premium dollar paid in claims between reinsured crop insurance versus auto insurance, homeowners insurance, etc, crop insurance is paying out anywhere from 5 to 10 percent more of each premium dollar in claims then are other private lines of insurance.  That leaves crop insurance companies with a smaller margin to operate than the typical private property/casualty company.  Any reasonable objective view would have to conclude the private crop insurance companies selling reinsured crop insurance are as at least as efficient as private sector property/ casualty insurance companies, which are market driven.  In fact, there are few barriers to entry to the insurance industry other than the company must provide evidence they have the financial means to pay claims on the insurance coverage that they write.  It is a very competitive market and one would have to conclude these margins are necessary for a viable private property/casualty insurance industry.
The data clearly suggests the crop insurance companies are operating with a smaller margin than the typical private property/casualty company.  This would suggest there are limits on how large Congress can cut the A&O or increase the retention of “underwriting gain” (quota share) by RMA and still have a viable private crop insurance industry to deliver reinsured crop insurance contracts.  This data suggests crop insurance providers are already more efficient then the typical private property/casualty company so how much increased efficiency is possible is really an unknown.  If Congress further reduces these margins, then these companies will have to find ways to be even more efficient or exit the industry.  This data also does not answer the question, could USDA sell, service, and deliver crop insurance cheaper through government employees then through the private sector.  There have been USDA studies completed several years ago that concluded sales through government employees would be more expensive, but there is no current data, only “common sense”.
As demonstrated the percent of premium that remains, after all claims are paid, to pay all of the operating expenses of the crop insurance company are less than for the typical private property/casualty company.  Therefore, the other question is “are the costs lower for a crop insurance company versus a private property/casualty insurance company?”  On the surface, one would certainly think the opposite would be true.  For example, insuring an automobile is a fairly simple process and there are several major private property/casualty insurance companies who operate with only a web site and 800 numbers and don’t even employ agents.  By contrast, crop insurance agents have a much larger paper volume than is required to write a crop insurance policy.  This is primarily due to the extensive recordkeeping for proven yield purposes as those records must be maintained and updated by unit (often by crop field) over a period of years.  Many insurance agents provide some of the recordkeeping help as a service to their clients.
Another source of cost to the insurance company beyond agent commissions is the Lost Adjustment Expense (LAE).  It is difficult to find statistics that would allow for a direct comparison to give some indication of the LAE for crop insurance companies versus private property/casualty companies.  As one thinks about the LAE for settling crop losses, particularly in the Great Plains, farms cover very large geographic areas that involve a significant amount of travel time as well as travel expense operating a vehicle for the loss adjuster to inspect the various fields for claim purposes.
As a proxy for the LAE cost, the percent of claims per policies (car or house) sold was compared with the percent of reinsured crop insurance polices with claims.  The RMA web site reports the number of policies with premium and also reports the policies with indemnity payments.  The percent of policies with paid claims’ 15 year average was 23.4 percent and was a little higher during the most recent 5 years at 29.34 percent.
In addition, there are a significant number of claims filed on crop insurance policies because farmers think they might have a loss.  This requires the insurance company to pay loss adjusters to go through the process of settling the claim and checking to see if in fact there is an indemnity due.  In a significant number of cases after working the claim the loss adjuster simply discovers the amount of loss does not exceed the deductible and therefore there is no indemnity payment due to the farmer.  The policy is then released but the fact that this claim was processed and LAE incurred is never reported to RMA.  Only claims that result in indemnity payments are reported to RMA and using only RMA data severely underreports the number of claims that are actually worked, all of which generate LAE costs for the insurance company.
Within the industry the percent of claims filed resulting in no indemnity payments has a very wide range, from 25 to 40 percent of the total claims filed.  In the KSU estimate it was assumed 30 percent of claims filed resulted in no indemnity payment and therefore, was not reported to RMA.  A 15 year average estimate for total claims processed is approximately 30 to 38 percent of the policies had claims worked that included both policies that had indemnity payments due as well as those that did not have losses exceeding deductible and were released without indemnity payments.  When comparing the amount of claims that are worked under a crop insurance policy versus typical private property/casualty insurance policies such as auto, private crop hail, and homeowners, it is clearly significantly higher (table 5).  With approximately 1/3 of the crop insurance policies having claims paid compared to less than 6 to 7 percent of the policies having claims on homeowners and a smaller percentage of auto policies with claims.  The crop insurance claim rate per policy was more than double that of private crop hail.
Looking at the big difference in frequency of claims for crop insurance versus other lines of property/casualty would suggests the LAE would certainly be as expensive as auto, homeowners and private crop hail policies.  However, the cost of loss adjusting expenses for homeowners and private auto insurance, in many cases, will exceed 10 percent of the gross premium.  By this measure, one could only conclude the crop insurance companies have become very efficient at managing and settling their claims.
Summary.  Based on this data, it is reasonable to conclude the operating margins in crop insurance are less than they are for a typical property/casualty insurance company and would certainly suggest the companies are at least as efficient at delivering crop insurance as other lines of insurance.  Given the very “high” frequency of claim on a crop insurance policy, as well as the recordkeeping for selling a crop insurance policy there is no reason to believe the administrative burden is less for crop insurance then it is for other lines of insurance, in fact, the administrative burden is probably larger.  Finally, the crop insurance program has performed basically at the level that Congress intended as participation during the past 15 years has increased from less than $800 million premium volume to over $4.5 billion.  As more farmers continue to buy crop insurance and to buy higher levels of crop insurance coverage, the result has been higher aggregate premiums paid by both the government and farmers.  If the government wants to reduce its contributions that will likely reduce participation in the crop insurance program.
Finally, one needs to remember many farmers have tied their marketing risk management plans to crop insurance not only for this year but in some cases they have already obligated themselves on 2008 and perhaps even 2009 crop sales.  If major changes are made in the crop insurance program there may be some unintended consequences occur before farmers are able to unwind their forward marketing hedge position that is only a hedge as long as there are bushels or crop insurance dollars to offset that hedge.
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1992 240 23 196.7 562.1 1,021.8 918.2 89.9%

1993 243 -83 200.0 555.7 915.7 1,654.6 180.7%

1994 282 104 254.9 694.5 1,335.4 601.1 45.0%

1995 378 131 889.4 654.0 2,052.3 1,567.7 76.4%

1996 468 246 982.1 856.5 2,552.6 1,492.7 58.5%

1997 438 353 902.8 872.6 2,566.4 993.6 38.7%

1998 443 280 946.3 929.6 2,598.9 1,677.5 64.5%

1999 499 272 954.9 1,355.3 3,081.1 2,434.7 79.0%

2000 552 285 951.2 1,589.0 3,377.2 2,594.8 76.8%

2001 636 351 1,771.3 1,190.5 3,948.8 2,960.1 75.0%

2002 626 -47 1,741.0 1,174.9 3,494.9 4,066.7 116.4%

2003 734 388 2,041.7 1,389.7 4,553.4 3,260.8 71.6%

2004 888 691 2,477.4 1,708.7 5,765.1 3,209.2 55.7%
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2,680.3 1,896.1 6,282.8 2,680.3 42.7%
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7,256.0 3,935.0 19,333.7 17,034.5 49,265.6 32,476.7 65.9%

 Simple Average  

74.1%

3,077.0 1,973.0 11,284.2 7,774.8 25,815.4 15,581.6 60.4%

 5 Year Simple Average  

65.5%

_________

Table 1.  Compare Crop Insurance Delivery Cost with Private P/C 

Insurance; RMA Data Presented in Private Insurance Format 

5

KSU Estimates

4

The underwriting gains for years prior to 2005 does not include the 5% quota share that 

companies started paying to RMA in 2005 that would have reduced the underwriting gains in 

prior years.

3

"Total Premium" is defined as all farmer paid premium, subsidy, company "underwriting 

gain" and A&O.

2

Source: Risk Management Agency, USDA, Washington, D.C., WEB Page: 

http://www.rma.usda.gov/data/, for years 1992 to 2006. The 2006 losses are not complete.

1

Source: Joseph W. Glauber, Deputy Chief Economist, U.S. Department of Agriculture, 

Double Indemnity:  Crop Insurance and the Failure of U.S. Agricultural Disaster Policy, paper 

prepared for American Enterprise Institute Project, Agricultural Policy for the 2007 Farm Bill 

and Beyond, directed by Bruce Gardner and Daniel A. Sumner.
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1999 118,515 1,002 117,513 91,835 75,305 - 78,060 64% - 66%

2000 119,402 1,603 117,799 99,651 81,714 - 84,703 69% - 72%

2001 128,133 641 127,492 105,554 86,554 - 89,721 68% - 70%

2002 139,452 634 138,818 109,200 89,544 - 92,820 65% - 67%

2003 151,676 805 150,871 110,950 90,979 - 94,308 60% - 63%

2004 157,709 749 156,960 109,726 89,975 - 93,267 57% - 59%

2005 159,517 748 158,769 113,125 92,763 - 96,156 58% - 61%

2006 159,990 1,908 158,082 112,669 92,389 - 95,769 58% - 61%

 Totals  

1,134,394 8,090 1,126,304 852,710 699,222 724,804 62% - 64%

 Simple Average  

63% - 65%

768,344 4,844 763,500 555,670 455,649 472,320 60% - 62%

60% - 62%

 5 Year Simple Average  

_________

Table 2.  Personal Auto Insurance
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Published industry indemnity payments include loss adjustment expense (LAE).  The 

published value was adjusted by the average percent loss adjustment expense rate for 

property/casualty insurance (18.17%) based on published values by Arthur Snyder; 

Publisher, President and Chairman, A.M. Best Co., Special Report, April 23, 2007.  

Edward B. Rust, Jr. Chairman and CEO, 2006 Annual Report to State Farm Mutual 

Policyholders, State Farm Mutual Automobile Insurance Company, Bloomington, IL.; 

stated the percent of premium paid in claims was 59.7% in 2005 and 74% in 2006.  The 

percent of combined losses and LAE paid in loss adjustment expenses were 18.8% in 

2005 and 15.4 percent in 2006.  Insurance Information Institute estimated LAE for 

homeowners insurance at about 12% of the total combined claims and LAE.  Therefore, 

to generate an estimate for indemnity payments only, a range of estimated indemnity 

payments was generated with a 12% to 15% of the combined losses estimated to be loss 

adjustment expenses for homeowners insurance and 15% to 18% for auto insurance.
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1999 30,649 1,002 29,647 23,024 19,570 - 20,261 66% - 68%

2000 32,582 1,603 30,979 25,451 21,633 - 22,397 70% - 72%

2001 35,436 641 34,795 31,039 26,383 - 27,314 76% - 79%

2002 40,296 634 39,662 30,033 25,528 - 26,429 64% - 67%

2003 45,989 805 45,184 30,081 25,569 - 26,471 57% - 59%

2004 49,967 749 49,218 32,462 27,593 - 28,567 56% - 58%

2005 52,992 748 52,244 39,274 33,383 - 34,561 64% - 66%

2006 54,846 1,908 52,938 32,621 27,728 - 28,706 52% - 54%

 Totals  

342,757 8,090 334,667 243,985 207,387 214,707 62% - 64%

 Simple Average  

63% - 65%

244,090 4,844 239,246 164,471 139,800 144,734 58% - 60%

59% - 61%

 5 Year Simple Average  

_________
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Published industry indemnity payments include loss adjustment expense (LAE).  The 

published value was adjusted by the average percent loss adjustment expense rate for 

property/casualty insurance (18.17%) based on published values by Arthur Snyder; 

Publisher, President and Chairman, A.M. Best Co., Special Report, April 23, 2007.  

Edward B. Rust, Jr. Chairman and CEO, 2006 Annual Report to State Farm Mutual 

Policyholders, State Farm Mutual Automobile Insurance Company, Bloomington, IL.; 

stated the percent of premium paid in claims was 59.7% in 2005 and 74% in 2006.  The 

percent of combined losses and LAE paid in loss adjustment expenses were 18.8% in 

2005 and 15.4 percent in 2006.  Insurance Information Institute estimated LAE for 

homeowners insurance at about 12% of the total combined claims and LAE.  Therefore, 

to generate an estimate for indemnity payments only, a range of estimated indemnity 

payments was generated with a 12% to 15% of the combined losses estimated to be loss 

adjustment expenses for homeowners insurance and 15% to 18% for auto insurance.

1

Source: Conning Research & Consulting, Inc. 2007
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1992 328.0 380.0 115.9%

1993 396.0 326.5 82.4%

1994 419.4 380.0 90.6%

1995 416.6 265.9 63.8%

1996 501.3 402.8 80.4%

1997 561.1 331.7 59.1%

1998 543.3 463.5 85.3%

1999 485.5 381.8 78.6%

2000 448.1 308.7 68.9%

2001 414.0 293.9 71.0%

2002 387.8 282.5 72.9% 13.9%

2003 403.4 227.1 56.3% 12.8%

2004 407.7 238.1 58.4% 14.0%

2005 415.5 185.6 44.7% 11.2%

2006 407.6 202.9 49.8% 11.7%

 Totals  

3,370 2,120 62.9% 12.7%

 Simple Average  

71.9%

2,022 1,136 56.2% 12.7%

56.4%

 5 Year Simple Average  

_________

5 Year 

Total

Table 4.  Private Crop Hail Insurance
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1992

663,401 142,492

21.48% 185,240 27.92%

1993

679,027 255,765

37.67% 332,495 48.97%

1994

800,858 114,127

14.25% 148,365 18.53%

1995

2,034,337 346,415

17.03% 450,340 22.14%

1996

1,615,191 296,892

18.38% 385,960 23.90%

1.35% 4.17%

1997

1,319,759 174,068

13.19% 226,288 17.15%

1.31% 4.03%

1998

1,242,663 220,029

17.71% 286,038 23.02%

1.26% 3.97%

1999

1,288,778 290,335

22.53% 377,436 29.29%

1.23% 4.00%

2000

1,323,243 320,105

24.19% 416,137 31.45%

1.21% 3.99%

2001

1,297,925 356,808

27.49% 463,850 35.74%

1.18% 3.99% 7.91% 13.95%

2002 1,259,484 449,439 35.68% 584,271 46.39% 1.18%

3.95% 6.89% 12.81%

2003 1,241,469 395,893 31.89% 514,661 41.46% 1.18%

3.89% 7.10% 14.02%

2004 1,228,811 334,162 27.19% 434,411 35.35% 1.16%

3.81% 6.72% 11.22%

2005 1,190,579 282,600 23.74% 367,380 30.86% 1.11%

3.69% 5.81% 11.73%

2006 1,147,358 318,241 27.74% 413,713 36.06%

Total 18,332,883 4,297,371 23.44% 5,586,582 30.47% 1.22% 3.95% 6.89% 12.74%

5 Year 6,067,701 1,780,335 29.34% 2,314,436 38.14%

_________  

4

Source: National Crop Insurance Services

Table 5.  Compare Crop Insurance Percent of Policies with Claims vs. Percent of 

Property/Casualty Insured Policyholders with Claims

1

Source: Risk Management Agency, USDA, Washington, D.C., WEB Page: 

http://www.rma.usda.gov/data/, for years 1992 to 2006. The 2006 losses are not complete.

2

There are a significant number of crop insurance claims that are filed and must be appraised by loss 

adjusters but are released with no indemnity payment because the loss did not exceed the deductible.  

The percentage of the total claims filed but generates no payment ranges from 25-40% of filed claims.  

Only when there is an indemnity payment does the insurance company report the claim to RMA.  RMA 

does not collect data on the claims worked but were released without making an indemnity payment.

3

Source: The Insurance Information Institute 
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