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““It might be well to establish It might be well to establish 
an office of insurance for an office of insurance for 
farms against the damage farms against the damage 
that may occur to them from that may occur to them from 
storms, blights, insects, etc.  storms, blights, insects, etc.  

A small sum paid by a A small sum paid by a 
number would repair such number would repair such 
losses and prevent much losses and prevent much 
poverty and distress.poverty and distress.””

Benjamin Franklin - 1788



The Birth of The Birth of 
Federal Crop InsuranceFederal Crop Insurance

The Agricultural Adjustment Act of 1938The Agricultural Adjustment Act of 1938

"It is the purpose of this title to promote the "It is the purpose of this title to promote the 
national welfare by improving the economic national welfare by improving the economic 
stability of agriculture through a sound system of stability of agriculture through a sound system of 
crop insurance and providing the means for crop insurance and providing the means for 
research and experience helpful in devising and research and experience helpful in devising and 
establishing such insurance."establishing such insurance."



Risk Management AgencyRisk Management Agency

Established by the Federal Agriculture 
Improvement and Reform Act of 1996              

to supervise and administer                                
the day to day activities of                                    

the Federal Crop Insurance Corporation



MissionMission

Promote, support, and regulate sound risk management 
solutions to preserve and strengthen the economic 
stability of America’s agricultural producers

VisionVision
We serve America’s agricultural producers through We serve America’s agricultural producers through 
effective, marketeffective, market--based risk management solutions.based risk management solutions.



RMA Strategic GoalsRMA Strategic Goals

ü Widely available and effective risk 
management solutions

ü Informed customers and stakeholders 
ü A fair and effective delivery system
ü Program integrity
ü Excellent service



Product Product 
AvailabilityAvailability

Participation Participation 
RateRate

Producer Producer 
AwarenessAwareness

Program Program 
IntegrityIntegrity

Customer Customer 
ServiceService

Risk Management Agency  Risk Management Agency  
Key Effectiveness MeasuresKey Effectiveness Measures

Budget Budget 
People People 



Associate Administrator 
Deputy Manager

Associate Administrator 
Board Secretary

Insurance                       
Services

Product                  
Development

Program                  
Compliance

Agency               
Administration

RMA Administrator 
FCIC Manager, CEO

Under Secretary          
for FFAS

FCIC Board of 
Directors*

Secretary of 
Agriculture

OIG

OGC

OBPA

OCIO

OCFO

OMB

OPM

•• 10 members, 6 outside.  Appointed by the Secretary, 4 year terms10 members, 6 outside.  Appointed by the Secretary, 4 year terms

•• Board has all program authority; part is delegated to the FCIC MBoard has all program authority; part is delegated to the FCIC Manager anager 



FCIC Insurance ProductsFCIC Insurance Products

Natural RisksNatural Risks

Average    Average    
YieldYield

Expected   Expected   
PricePrice

Average Average 
RevenueRevenue

Insurance GuaranteeInsurance Guarantee

Agricultural ProducerAgricultural Producer



Yield Based Dollar Amount of InsuranceYield Based Dollar Amount of InsuranceGroup Risk Plan (GRP)Group Risk Plan (GRP)

Tree Based Dollar Amount of InsuranceTree Based Dollar Amount of InsuranceGrower Yield Certification Span (GYC Span)Grower Yield Certification Span (GYC Span)

Tobacco Tobacco -- QuotaQuotaGrower Yield Certification (GYC)Grower Yield Certification (GYC)

Tobacco Tobacco -- Guaranteed ProductionGuaranteed ProductionFixed DollarFixed Dollar

Revenue Assurance (RA)Revenue Assurance (RA)Dollar Amount of InsuranceDollar Amount of Insurance

Pecan RevenuePecan RevenueCrop Revenue Coverage (CRC)Crop Revenue Coverage (CRC)

Livestock Risk Protection (LRP)Livestock Risk Protection (LRP)Avocado Revenue CoverageAvocado Revenue Coverage

Livestock Gross Margin (LGM)Livestock Gross Margin (LGM)Aquaculture DollarAquaculture Dollar

Indexed Income Protection (IIP)Indexed Income Protection (IIP)Adjusted Gross Revenue Lite (AGRAdjusted Gross Revenue Lite (AGR--Lite)Lite)

Income Protection (IP)Income Protection (IP)Adjusted Gross Revenue (AGR)Adjusted Gross Revenue (AGR)

Group Risk Protection Income Protection (GRIP)Group Risk Protection Income Protection (GRIP)Actual Production History (APH)Actual Production History (APH)

22 Existing Crop Insurance Plans22 Existing Crop Insurance Plans

Federal Crop Insurance        Federal Crop Insurance        
Program StatusProgram Status

$40+ Billion 
Coverage

218 Million 
Acres

100+ 
Commodities



TOP TEN CROPS

CORN

SOYBEANS

WHEAT

NURSERY

COTTON

CITRUS TREES

POTATOES

TOBACCO

CITRUS

SUGAR BEETS
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12

7

4

3

2

1

.9

.8

.7

.6

Program SizeProgram Size
Insurance Coverage by Crop NationwideInsurance Coverage by Crop Nationwide



(EST)

yr_id ac liab prem ind lr
1997 182188943 25458851214 1775367833 993550545 0.559631
1998 181832363 27920694214 1875870044 1677016809 0.893994
1999 196887002 30932533483 2309842400 2434066989 1.053781
2000 206448492 34434944683 2540045626 2591150398 1.02012
2001 211814740 36727644534 2961435092 2950000206 0.996139
2002 215732212 37345058337 2919948113 3147409209 1.077899
2003 216343000 39514181374 3334847836 558648949 0.167519

Acres Insured - All Products
218+
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PremiumPremium

Premium Premium 
SubsidySubsidy

A&O A&O 
ExpenseExpense

Loss     Loss     
(Risk) (Risk) 

SubsidySubsidy

LossesLosses
Agricultural ProducersAgricultural Producers

(1.2 Million Policies)(1.2 Million Policies)

FCICFCIC

14 Private Insurance 14 Private Insurance 
CompaniesCompanies

SRASRA

Insurance Agents Insurance Agents 
(27,000+)(27,000+)

Loss Adjusters Loss Adjusters 
(10,000+)(10,000+)

FCIC FCIC 
Approved Approved 
Insurance Insurance 

PolicyPolicy

Federal Crop Insurance                    Federal Crop Insurance                    
Private Sector Delivery SystemPrivate Sector Delivery System







New Product Development Cycle

Feasibility Feasibility 

88

DevelopmentDevelopment

77

PilotPilot

3030

EvaluationEvaluation

1717

RegulationRegulation

22

1 Year1 Year 11--1.5 Years1.5 Years 33--5 Years5 Years 1 Year1 Year 1.5 Years1.5 Years

Concept to Full Implementation 7.5Concept to Full Implementation 7.5--10 Years 10 Years 

Section Section 
522 522 

ARPAARPA

FCIC Board contracts     
with private sector entity             

to develop product



New Product Development Cycle

Submission to Full Implementation 3Submission to Full Implementation 3--6.5 Years6.5 Years

Section Section 
508h 508h 

ARPAARPA
Private sector entity develops 

and proposes product to 
FCIC Board

RegulationRegulationLimited Limited 
AvailabilityAvailability

88

ImplementImplement
As ApprovedAs Approved

22

Consider Consider 
SubmissionSubmission

66

1.5 Years1.5 Years11--4 Years4 Years22--6 Months6 Months44--6 Months6 Months

Private Private 
Development Development 

??

??



Other Risk Management ToolsOther Risk Management Tools

• ARPA provided authority and funding to develop other 
(non-insurance) risk management tools.

• Representative Projects under development:
§ Climate and Soil Risk Information System
§ Livestock Depopulation plan
§ Organic Price Index 
§ Specialty Crop Weather Analysis/Risk Management



Outreach and EducationOutreach and Education

• RMA has nearly 100 separate initiatives that provide 
risk management education and outreach to: 
§ Underserved states, producers/commodities

§ Limited resource and socially disadvantaged producers

• Conducted in cooperation with community based 
organizations, universities, CSREES and others 



Program BalanceProgram Balance
Fiscally ResponsibleFiscally Responsible

Actuarial SoundnessActuarial Soundness

•• Classification of RisksClassification of Risks

•• Rating/PricingRating/Pricing

•• UnderwritingUnderwriting

Program IntegrityProgram Integrity

•• Fair Representation Fair Representation 

•• Fraud/Abuse PreventionFraud/Abuse Prevention

•• Consistent AdministrationConsistent Administration

Market ResponsiveMarket Responsive
•• CommoditiesCommodities

•• RisksRisks

•• RegionsRegions

•• ProducersProducers

•• AdaptationAdaptation

•• ExpectationsExpectations



Demand            Demand            
for More for More 
ProductsProducts

ProducersProducers

AgentsAgents

CongressCongress

Need                 Need                 
for          for          

SimplicitySimplicity

MarketsMarkets

AdministrationAdministration

LegalLegal

ExpectationsExpectations

Program BalanceProgram Balance
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Strategic Influences Affecting Crop Insurance Strategic Influences Affecting Crop Insurance 


