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2026 Crop Insurance Decision

* Low profit margins for crops

« #OB3 / #OBBBA decreases premium
costs
— Large decrease for high coverage policies

» Navigating these policy changes in 2026
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OB3 Crop Insurance Provisions

* Premium subsidy increase for basic and optional units
— Led to a similar increase in enterprise unit subsidy

« Supplemental Coverage Option (SCO) strengthened
— Led to an increase in subsidy rates for other high coverage policies

» Definition of beginning farmer increased to 10 years, increase in
premium subsides

* Others: ARPI goes up to 95% with higher premium subsidy, No SCO-
ARC restriction
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Preview

 What has changed
— MPCI (RP) policies cost less
— High coverage policies cost *much* less
 What has not changed
— 80-85% coverage levels much more expensive
— OU much more expensive than EU
— High coverage policy tradeoffs
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Premium subsidy changes

Basic and Optional Units

|| 50% | 55% | 60% | 65% | 70% | 75% | 80% | 85% |
Pre OB3 67% 64% 64% 59% 59% 55% 48% 38%
Post OB3 67% 69% 69% 64% 64% 60% 51% 41%

Enterprise Units

|| 70% | 75% | 80% | 85%
Pre OB3 80% 77% 68% 53%
Post OB3 80% 80% 71% 56%

KANSAS STATE ;
e A TR, Agricultural Economics %@Awanagﬁ{l;

Example

Dryland wheat in McPherson County in
2026

50 bushel APH
Projected price $5.61
Expected revenue: $281/acre
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Producer Premiums (unofficial)
_

Old OU $7 $15

New OU $5 $6 $14 $22
Old EU $2 $3 $7* $14
New EU $2 $3 $7* $13
Old SCO $6 $6 $2 $0
2026 SCO 86% $4 $3 $1 $0

Note: “Old” and “new” estimates are unofficial estimates calculated using the RMA cost estimator, but the old estimates use prior,
higher subsidy rates. Premiums are rounded to the nearest $. In crop year 2027, SCO will be offered at 90% instead of 86%.
*Payments marked with are meaningfully different (i.e. about $0.70 for 75% and 80% old and new EU) but round to the same
number.
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How much do you think your customers responded (or will respond) the change to their RP /

underlying policy? (primary response)

Mo change
o 10%

Switch units

0%
Purchase a higher RP/underlying coverage level

0%
Same underlying coverage level but consider SCO/ECO/MCO

66%
Some combination of the above

24%

-. Start the presentation to see live content. For screen share software, share the entire screen. Get help at pollev.com/app
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How much SCO have you sold in the past

None

29%

On a few policies

43%

More than a quarter of my policies

Most or all of my policies

-. Start the presentation to see live content. For screen share software, share the entire screen. Get help at pollev.com/app

v

How much ECO have you sold in the past

None
A few policies

More than a quarter of my policies

Most or all of my policies

-. Start the presentation to see live content. For screen share software, share the entire screen. Get help at pollev.com/app
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ECO premiums (unofficial)

| 95% | 90%
Old ECO $5 $2
New ECO $3 $1

Note: “Old” and “new” estimates are official based on the RMA cost estimator, but the old estimates apply pre-OB3 subsidy
rates.
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What's new?

What has not changed What has changed

80-85% coverage levels much more MPCI policies cost less
expensive OU marginally less expensive than EU
OU much more expensive than EU at lower coverage levels
High coverage policy tradeoffs High coverage policies cost *much*
less
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Beginning Farmer/Rancher Benefit

* Definition expanded from 5 to 10 years
* Additional 15% premium subsidy in Year 1, gradually declines to 10% for years 5-10

. Example 75% Wheat RP

Opél%nal Units: $9/acre for a regular policy, $7 for a beginning farmer in years 5-10, $6 in years 1
an

- Entegprise Units: $4/acre for a regular policy, $2 for a beginning farmer in years 5-10, $1 in years 1
and

— High coverage/supplemental policies now around $1-$2 / acre

 Also lowers LRP, PRF
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How did your customers respond to the increase in ECO premium subsidies last year?

No change

21%
| sold a few more policies

18%
| sold several more policies

61%

-. Start the presentation to see live content. For screen share software, share the entire screen. Get help at pollev.com/app
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Do you plan to spend a different amount of time marketing or explaining SCO and ECO this
year?

Less time

4%

11%

Small/modest increase

Large increase

-. Start the presentation to see live content. For screen share software, share the entire screen. Get help at pollev.com/app
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Looking forward

2027 SCO

UNIVERSIT
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High coverage policy refresher

Benefits Concerns

* 80% premium subsidy..... « Still paid out in June

* (More) predictable « Sitill tied to county yields
coverage of shallow « Still increases total
losses premium cost

substantially

 Still can go a few years
without triggering
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SCO in 2027

» 2026 only: 86% SCO with new premium subsidy, 90% ECO with new
premium subsidy

* Increases underlying coverage from 86% to 90%

— Increases sizes and likelihood of payouts
*  Which will increase premium cost

* Premium subsidy increases from 65% to 80%
— Which will decrease premiums

RMA extended 80% premium subsidy to ECO, MCO
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Research on SCO Changes

SCO Expected Net Indemnity Payments Map

& Back to Crop Insurance Papers and Informat September 2, 2025

Link to article: https:/www.agmanager.info/crop-insurance/crop-insurance-papers-and-info

https://fagmanager.info/crop-insurance/crop-insurance-papers-and-information/sco-expected-net-indemnity-payments-map
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Research on SCO Changes

* Goal: What are joint impacts of OBBBA changes
to SCO?

— Net indemnities before and after SCO changes

* Forward looking analysis, using 2025 prices and
premium rates

— Considers full county yield history and distribution (not
actual 2025 yields)

https://fagmanager.info/crop-insurance/crop-insurance-papers-and-information/sco-expected-net-indemnity-payments-map
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Dryland corn, % change net indemnities

Non-Irrigated

Change in indemnity
(%)
160

120

Note: These maps follow AMA reporting and treat i yields as rep ive for both imigated and non-irrigated practices.
are using county yields with Weibull distil from 1984-2024 RMA data.
sco changes will ba J\'waugh both SCO at 86% coverage level and 80% ECO in 2028,

before ré fully i in 2027.
Tms as:rmaramn .\s based on me pm;ec{eo‘prw:e (54.7/bu) and the harvest price ($3.9/bu).
K S on fop of a 75% Revenue Protection (RP) policy. )
ANSAS STATE Esti are shown farcmnnes that report yields for both irrigated and non-irrigated irrigation practices and
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Irrigated corn, % change net indemnities

Irrigated

Change in indemnity
(%)

Note: These maps follow AMA g and ireat pubd; yields as for both irigated and non-irigated practices.
are using counly yields modeled with Weibul distributions estimated from 1954-2024 RMA data.

SCO changes will be through both SCO at 86% coverage level and 80% ECO in 2026,

belore authorized changes are fully implemented in 2027,

This estimatation is based on the projected price ($4.7/bu) and the harves! price ($3.9/bu).

AN SCO coverage is assumed o be purchased on lop of a 75% Revenue Protection (AP) palicy. . 4
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UNIVERSITY base premium rates. \:@ it




Dryland corn, $ change net indemnities

Non-Irrigated

Change in indemnity
(% per acre)
30

Note: These maps foﬂow AMA riing and treat pub d yields as for both irmigated and non-irrigated practices.
using county ynefds modeied with Weibull distributions estimated from 1894-2024 AMA data.
SCO changes will be rnrough both SCO at 86% coverage level and 90% ECO in 2026,

before au’l\’wnzed changes are fully implemeanted in 2027.

This is based on | the proji price ($4.7/bu) and the harves! price (83 .8/bu).

AN SCO is o be on top of a 75% Revenue Protection (RP) policy.

¥ 4 )
ates are shown for counties that report yields for both irrigated and non-irrigated irrigation practices and
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Irrigated corn, $ change net indemnities

Change in indemnity

(S per acre)
30
20
10
0
M)Ie ﬂrese  maps foﬂow FAMA reporting and treat published yields as rar both umgareda.ﬂd non-irrigated practices.
! usmg county yields with Wedbull o from 1994-2024 RMA daia

}"
SCO changes will be xfnwghbmﬂ SCO af 86% coverage level and 90% ECO in 2026,
before authorized changes are fully implemented in 2027,
This estimatation .IS based on the projected price ($4.7/bu) and the harvest price (83.9/bu).
ANSCO fo be p on fop of a 75% Revenue Prolection (AP) pelicy.

Esi shomﬂ for counties rrmr report yields for both irrigated and non-irmigated irigation practices and ) o
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Expected 2025 SCO Net Indemnity Payments for Wheat: Non-Irrigated
(Without OBBBA vs With OBBBA)

Prepared by: Chandan Bhattarai, Jennifer Ifft (jifft@ksu.edu), Anup Paudel and Delide Joseph
Without OBBBA With OBEBA
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Net Indemnity
(S per acre)
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Note: These maps follow RMA reporting and treat published yields as representative for both irrigated and non-irrigated practices.
Expected indemnities are calculated using county yields modeled with Weibull distributions estimated from 1994-2024 RMA data.
For the OBBBA scenario, SCO premiums for the 86%-90% band are approximated with ECO 90% base rates scaled to SCO liability,
since official 90% SCO rates are not yet available.

This estimatation is based on the projected price ($5.94/bu) and the harvest price (35.41/bu).
All SCO coverage is assumed to be purchased on top of a 75% RP policy.
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Net Indemnity
(% per acre)

Percent Increase in Expected 2025 SCO Net Indemnity Payments for Wheat
(Without OBBBA vs With OBBBA)

Prepared by: Chandan Bhattarai, Jennifer Ifft (jifft@ksu.edu), Anup Paudel and Delide Joseph
Non=Irrigated

Irrigated
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Note: These maps follow RMA reporting and treat published yields as representative for both irrigated and non-irrigated practices.
Expected indemnities are calculated using county yields modeled with Weibull distributions estimated from 1984-2024 RMA data.
For the OBBBA scenario, SCO premiums for the 86%-50% band are approximated with ECO 90% base rates scaled to SCO liability,
since official 90% SCO rates are not yet available

This estimatation is based on the projected price ($5.94/bu) and the harvest price (35.41/bu).

All SCO coverage is assumed to be purchased on top of a 75% RP policy.

K_A_Ns!és _S_EIE Agricultural Economics
UNIVERSITY

Change in indemnity
%)




How do you expect producers to respond to the change in SCO and ECO premium costs?

No change to behavior

A few producers will now be interested
Many or most producers will now be interested

No to small immediate change, but interest/purchase will increase eventually

Start the presentation to see live content. For screen share software, share the entire screen. Get help at pollev.com/app

e R

7%

18%

64%

11%

REVISITING UNIT CHOICES
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2026 Crop Insurance Decision

* Notwithstanding a “positive black swan”,
outlook for tight to negative crop profit
margins

* Risk management more important than
ever, but producers are squeezed

* Do enterprise units + high coverage
policies have a role?
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Why Do Producers Use OU?

Tradition

Risk preferences / like indemnities
Favorable ratings

Large farm

Low yield correlation

All/most of the above
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Optional Units Revisited

Field 1 Field 2

Suppose two fields earn $100 50% of the time and $0 50% of the time.
Yields in each field are uncorrelated.

KﬁNSAS STATE Agricultural Economics %@ AgManagﬁfl;

UNIVERSITY

Optional Units Revisited

Field 1 Field 2

An OU policy will pay $50 for a field-level loss ($0 outcome). An EU
policy will pay $100 if both fields experience a loss ($0 outcome)

KﬁNSAS STATE Agricultural Economics %@ AgManagﬁfl;

UNIVERSITY




Optional Units: Basic Example

Probability EU: Revenue
Revenue

$100 $100 25% $100+$100=  $100+$100=

2 $100 $0 25% $100+$50= $100+3$0=

3 $0 $100 25% $50+$100= $0+$100=
4 $0 $0 25% $50+$50= 100
KANSAS STATE 5 cyiursisconomics ~ Note: insurance payments in red @é@AgManagﬁg

Optional Units: Basic Example

Expected revenue
calculation

1 $100 $100

2 $100 $0

3 $0 $100

4 $0 $0

Expected Revenue $150 $125

Note: numbers in are calculated by taking probability times revenue under each
outcome in the previous table. Total expected revenue sums all numbers in

KANSAS STATE Agricultural Economics @@Q AgManag.Ed’rn
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Optional Units: Some observations

« Optional units have higher expected revenue.

— In this simple example, the actuarially fair
premium is $50 for OU and the actuarially fair
premium for EU is $25

» The lower the correlation between fields and
the larger the number of fields, the higher the
expected revenue benefit for OU, all else
held constant
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Optional Units: In Practice

« OU have higher premiums and lower
subsidy rates to compensate for higher
expected indemnities

* Producers balance higher expected
Indemnities with cost

— Premium rates set at the county level

KANsAS STaTE . . -
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Practice reflects theory

50% or more Enterprise and 50% or more with Basic and Optional
Whole-Farm Units Units

50% 60% 70% 80% 90% 100% 50% 60% 70% 80% 90% 100%

K{‘N?":S SSTATE Agricultural Economics https://farmdocdaily.illinois.edu/2025/05/impacts-of-premium-support- @'{9 AgManasﬁ{r
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increase-of-basic-and-optional-units-in-house-reconciliation-bill.html

What is the major reason why the producers you work with use optional units?

Tradition
4%

Risk preferences - like indemnities

(D 25°

Favorable ratings

0%
Large farm (many fields)

28%
Low correlation between yields across fields

20%
No major reason - combination of the above

20%

Start the presentation to see live content. For screen share software, share the entire screen. Get help at pollev.com/app
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Do you remember a decline in EU producer premiums of around $1.50 for corn in 2016 and
about $1 for soybeansin 20177

Sounds a little familar
0%
Yes, but nothing changed
0%
Yes, a few producers switched to EU
5%
Yes, several producers switched to EU
0%
-. Start the presentation to see live content. For screen share software, share the entire screen. Get help at pollev.com/app
v

Has the Math Changed?

« High coverage/area policies are “kind of” an
extension of EU

« Analysis of using OU versus other options
may be merited for some producers
— 75% EU + SCO costs ~$3/acre less than 75%

Oou
— 75% EU + SCO + ECO approximately the same
cost as 75% OU
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Has the Math Changed?

* May perform better in average but
variable yield years
— 2024 in some areas?

KﬁNSAS STATE Agricultural Economics
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75% OU 75% EU + SCO + ECO
* Field level deep losses always * Much higher downside

covered, paid in a timely fashion — Dependent on correlation with county
* Less sensitive to price declines » Shallow loss payouts: should be

frequent for most of KS

— Better outcomes in drought years

— Sensitive to price declines
Area plan, pays in June, possibility
of a few years with no payout, etc.

%,@ AgManager

Has the Math Changed?

« $14/acre premium
subsidy ($ increase)

KﬁNSAS STATE Agricultural Economics
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75% OU 75% EU+ SCO + ECO

EU: $11/acre premium
subsidy ($ increase)

SCO: $10/acre premium
subsidy ($ increase)

ECO: $12/acre premium
subsidy ($ increase)
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Implications

* The lower relative cost to producers for high
coverage policies may feel larger than the increase
in expected net benefits

» Key consideration: within operation-yield correlation
versus net benefit of high coverage policies
— Larger producers are (probably) more correlated with

the county

 Relationship of operation w/county yields and rates
(still) relevant
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Do you anticipate doing this type of "deep dive" into different policy combinations this year?

Nope
With a few producers

With several producers

43%

Unsure, still on the fence

0%

-. Start the presentation to see live content. For screen share software, share the entire screen. Get help at pollev.com/app .-




Moving forward

« What additional analysis or decision tools
would be helpful?
— 65%/70% OU + SCO?

— Research on within operation-yield correlation and
high coverage policy outcomes?

— Keep doing basic education on SCO, ECO, MCO,
etc.

— Something else?
KANSAS STATE 55t conon - (}@QASM“"EEE

Conclusion

* Underlying policies cost less, but basic
tradeoffs similar

» High coverage policies cost much less
(SCO, ECO, MCO)

 Potential opportunity for marketing “higher
value” policies

KANsAS STaTE . : '
UUUUUUUUUU Agricultural Economics %@ AgManager




Resources

Analysis of SCO Changes

https://agmanager.info/crop-insurance/crop-insurance-papers-and-information/sco-
expected-net-indemnity-payments-map

Crop Insurance Maps (updates coming for 2026 spring planted crops!)
https://agmanager.info/crop-insurance/kansas-crop-insurance-maps

Yield Correlation Tool
https://agmanager.info/crop-insurance/crop-insurance-papers-and-information/kansas-
yield-correlation-tool

SCO ECO Payout Calculator

https://agmanager.info/crop-insurance/crop-insurance-papers-and-information/2025-
supplemental-coverage-option-sco-and
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