
It is always a little tricky to prepare the President’s 
Message for the first issue of the year for TODAY® 
magazine, and there are several reasons for that. First, 
the first issue is published at the time of our Crop In-
surance Annual Industry Convention. Second, with 
that publication date, it requires that all articles be 
written and edited several weeks in advance of the 
meeting. Third, due to the lag between preparation 
and publication, a lot of “current events” can tran-
spire, making it somewhat difficult for our messages 
and information to be both timely and relevant. 

So, with those caveats, let us attempt to put down 
a few thoughts and get the ball rolling for 2014. Be-
cause of the highly fluid and uncertain economic and 
political climate we find ourselves in, it seems that 
establishing hard-and-fast metrics for 2014 might be 

a bridge too far. Alternatively, let us consider a few “Rules of the Road,” or “Keys,” we can use to 
guide and analyze our decision-making in the New Year.

These “Rules” or “Keys” are: first, insurance-based risk management; second, science-based 
decision-making; third, cost-benefit analysis; and fourth, program integrity.

Application of Insurance-Based Risk Management
At the end of the day, NCIS member companies are in the insurance business. Through the 

crop insurance agent force, some 15,000 strong, coverage and liability is established for each  
INDIVIDUAL farmer who purchases insurance. Crop insurance agents are required to be  
licensed in the states in which they operate and fulfill their annual continuing education require-
ments in order to maintain their license. Individual farmers renew their policies or modify their 
existing policies with their licensed agent and pay an insurance premium for their coverage. In 
2013 farmers paid approximately $4.5 billion in premium, establishing approximately $120 billion 
in liability or more than $400 per acre of coverage given the 290 million acres insured in 2013.

Only in the event of a loss, either a revenue or production loss, do farmers receive an indem-
nity in the Federal crop insurance program. These indemnities are determined by crop insur-
ance loss adjusters who must be licensed by the state where the claim occurs or have received 
their accreditation through the NCIS Crop Adjuster Proficiency Program (CAPP®). As a result 
of a joint effort between the National Association of Insurance Commissioners (NAIC), the Risk 
Management Agency (RMA), and NCIS, CAPP® has been approved by a number of individual 
state insurance departments to satisfy their own exam requirements. Greater and continued 
acceptance of CAPP® will help in the long run to ensure that a properly educated adjusting force 
can quickly service Federal crop insurance claims when disaster strikes, as was the case in the 
drought conditions of 2011 and 2012.

There are several “key” advantages to an insurance-based system for risk management. 
First, use of actuarial premium-setting allows for a more accurate estimation of program costs 
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over time. Second, insurance is contractual-
ly-based, enabling all program stakeholders 
to understand the “rules of the game” and 
not subject to an uncertain political process. 
Third, insurance allows for spreading of risk 
enabling the costs of agricultural disasters 
to be spread over space and time. There are 
many advantages of an insurance system…
too many to list here.

In my opinion, one of the main reasons 
that crop insurance has emerged as the cen-
terpiece of the farm safety net is because the 
risk-management based insurance model 
simply makes sense and is good public policy. 
Individual farmer coverage is established con-
tractually, premiums must be actuarially set 
and indemnities are shared among farmers, 
taxpayers and insurance providers. The appli-
cation of insurance principles, the efficiency 
of the private-sector delivery system, and the 
support of the public sector all combine to 
make crop insurance the lynchpin of the farm 
safety net.

Science-Based  
Decision Making

If we step back for a moment and think 
about it, crop insurance is actually a fasci-
nating profession. Think of the disciplines 
involved in this business and how these in-
terface on a daily basis. Starting at the point 
of crop loss, the industry must utilize agro-
nomic principles and science (or in the case 
of specialty crops, horticultural science) to 
accurately determine crop insurance in-
demnities. Industry loss procedures are es-
tablished through a series of agronomic and 
horticultural research projects. For 2014, 
NCIS is sponsoring more than 20 agronomic 
and horticultural research projects at various 
land-grant universities across the U.S. These 
projects, ranging from lentils and chickpeas 
to corn and cotton, study how crops recover 
from injury during different stages of growth. 
This information is used to develop the loss 
procedures used by every crop adjuster and 
insurance company in the U.S.

Coverage and liability, along with indem-
nity payments, are processed using modern 
day Information Technology (IT) systems. 
These systems now include sophisticated 
Geographic Information System (GIS) ap-
plications to accurately determine the exact 

location of each 
farmer’s field. 
These systems en-
able the industry 
to pay claims timely 
and accurately. For 
example, in 2011, 
after a severe 
drought in the 
Southern Plains, 
farmers in Tex-
as received $2.6 
billion in indem-
nities. More than 
$1.3 billion of that 
was in the farmer’s 
hands by mid-Sep-
tember of that year.

In addition to 
the application of 
agricultural sci-
ence and IT sys-
tems, the crop 
insurance in-
dustry now 
relies heavily on actuarial 
science, financial and economic analysis, and 
more recently on the use of sophisticated 
weather and climate-based modeling to better 
underwrite and reinsure the business.

What is the “take-away” here? Going for-
ward, the industry and USDA/RMA must 
continue to incorporate the best possible 
science-based information and technology 
into its decision matrix. Recent examples of 
crop insurance program issues or changes to 
existing crop insurance coverage include the 
expansion of cover crops, prevented planting 
provisions, and irrigation challenges—given 
water shortages in various parts of the coun-
try. In each of these examples, it is imperative 
that we utilize the best science available to en-
sure socially beneficial outcomes.

Lastly, science-based decision making 
requires some form of peer-review process 
and transparency in research findings. Pseu-
do-science and unsupported “research re-
ports” have no place in the public discourse. 
Our critics and “friends” in the press would 
benefit greatly from a greater exposure to the 
application of science-based decision making.

Cost-Benefit Analysis
In conjunction with science-based deci-

sion-making, another im-
portant key for success 

in 2014 will be proper 
application of cost/

benefit or eco-
nomic analysis. 
Proper science 
is critical in the 
long-run, but 

in the short to intermediate term, economic 
considerations must be taken into account 
as well. In some sense, function follows form 
here. Simply consider that the current Chair 
of the FCIC Board is the USDA Chief Econ-
omist. Economics may be considered the dis-
mal science, but it is a science.

Because both private and public resourc-
es are finite and constrained, we must utilize 
the tools of economic analysis to better gov-
ern our decision making. This is particularly 
true when we look to future issues such as 
Actual Production History (APH) modern-
ization. By changing APH procedures, are we 
improving our underwriting capability and 
actuarial precision? What is the cost of such a 
change? How do the expected improvements 
and benefits compare with the cost of transi-
tion? APH modernization is just one example 
where cost-benefit analysis can help guide our 
thought process.

Again, what is the take-away going for-
ward? Due to the restructuring of the 2011 
SRA, RMA’s actuarial revisions, and overall 
reductions in funding for the crop insurance 
program, industry margins have narrowed 
considerably and USDA/RMA’s degrees of 
freedom have been reduced. We will all have 
to work smarter and use the tools of sound 
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economic and 
financial analy-

sis to ensure that 
the crop insurance 

program remains viable in the long run.

Program Integrity
All the above notwithstanding, the suc-

cess of federally-supported crop insurance 
hinges upon the industry’s commitment to, 
and demonstration of, being good stewards 
of taxpayer dollars. Ultimately, integrity of 
the program defines all of us in the crop in-
surance industry. Industry and USDA/RMA 
have made great strides in improving crop in-
surance for the American farmer; however, it 
is almost as if we start over each day earning 
the public trust. 

Currently, industry and USDA/RMA 
program integrity efforts incorporate several 
of the “keys” we have discussed. Because of 
data mining, RMA has seen a return of more 
than $23 for every dollar spent on data min-
ing since its inception in 2001. The industry 
and RMA have also started utilizing PRISM, a 
spatial climate data system from Oregon State 
University. PRISM products are the official 
spatial climate data sets of the USDA, and are 
used by thousands of agencies, universities 
and companies worldwide and will now be 
used to improve the efficiency and integrity of 
the U.S. crop insurance program. It is vitally 
important that these efforts be strengthened 
and enhanced going forward. As stated earli-
er, we must earn the public trust daily.

Take the Keys and Unlock 
the Door for 2014

As we begin 2014, there is no way to pre-
dict the events that will occur with any degree 
of certainty. As we respond to the economic 
and political challenges we face, we can only 
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hope to deal with these issues rationally and 
professionally.

We have identified a few keys for 2014, 
what about the “doors?” Hopefully, the Farm 
Bill will soon be signed and we will begin 
working with USDA on its implementation. As 
stated in the previous section, we will continue 
to be measured by the yardstick of program in-
tegrity. Both the implementation of the Farm 
Bill and our ability to continue to earn the pub-
lic’s trust will no doubt be two “doors” we need 
to open for 2014. How we use the “keys” going 
forward is up to us as an industry. 

As you are reading this issue of TODAY,® 
we are in full swing at the 2014 Crop Insur-
ance Industry Annual Convention. This great 
event brings together hundreds of people: 

agents, reinsurers, company leaders, com-
modity representatives and presenters to 
exchange ideas, hear the latest on crop in-

surance and agriculture 
and plan for what lies 
ahead in 2014. Fea-

tured speakers include: 
RMA Administrator, 

Brandon Willis; well-known 
radio and television host, Orion Samuelson; 

and political commentators Paul Begala and 
Tucker Carlson.

This issue of TODAY® features an interest-
ing piece that looks back on a 1989 Govern-
ment Accounting Office (GAO) report that 
helped pave the way for our modern-day crop 
insurance program. We also feature two farm-
ers, one in Delaware and one in Kansas—both 
who would not still be farming if it was not 
for their decision to purchase crop insurance. 
Have you heard of IMAP? Well, NCIS’ Dean 
Strasser is going to introduce you to this valu-
able web-based tool that may just save you 
time and energy, especially if you deal with 
crop insurance on a daily basis. I hope you 
enjoy all of the articles and I wish you all a 
wonderful 2014!
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