






Premium

Premium Rates

Premium Payments

Underwriting

Reinsurance

Administrative 
Expenses

Expense loaded – meaning administrative
expenses are included in the premium
charged.

Set by company, approved by State 
regulators. Rates will differ by company
due to risk and administrative loads.

Upfront at time of sale. Held by 
company to generate investment 
income.

Some ability to not write risks via 
underwriting rules.

Private

Set by company and approved by State
regulators as part of the Premium rate.

Not expense loaded – partially reimbursed
to companies through A&O reimbursements.

Set by RMA – the same rates apply to all
companies.

At harvest with companies turning over
to RMA within 30 days. Minimal to no
investment income. Credit risk to company
of nonpayment by policyholders.

No ability to underwrite risks. Must take
all eligible participants regardless of risk
profile.

Mixture of private and federal

Set by statute and RMA – A&O reimburse-
ments may or may not cover actual expenses
incurred.

While the profitability profiles of P&C insurance and MPCI are similar, they have distinct differences and any
comparison of the two is only valid as long as these major differences are recognized.

P&C Insurance MPCI Insurance
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MPCI Compared to Property and Casualty Industry

The crop insurance industry has so
far paid out $8.6 billion to America’s
farmers for losses due to crop loss or
decreases in commodity prices for
2008, according to the most recent
summary of business data released
by the Risk Management Agency.

The good news for taxpayers is that
the lion’s share of those payments
comes from the private insurance
companies that sell and service the
Federal crop insurance program.
For their part, the private insurance
companies have contributed sub-
stantially from the funds they set
aside as loss reserves.

“The private insurance industry
has had thousands of adjusters
working these losses since crops
were harvested, and won’t quit

until the last loss is processed,”
said Robert Parkerson, president of
National Crop Insurance Services, a
non-profit, trade association for
the crop insurance industry.

“People in rural communities should
be relieved that these farmers are

able to stay in business because they
planned ahead and bought crop
insurance,” said Parkerson adding,
“Crop insurance is a rural develop-
ment program. These payments
circulate through small businesses
all across America’s rural landscape.”

Crop Insurance Industry Pays Out $8.6 Billion for ‘08
Insurance Companies Ease Taxpayers’ Burden
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