
 
 

Give to AgEcon Search 

 
 

 

The World’s Largest Open Access Agricultural & Applied Economics Digital Library 
 

 
 

This document is discoverable and free to researchers across the 
globe due to the work of AgEcon Search. 

 
 
 

Help ensure our sustainability. 
 

 
 
 
 
 
 
 

AgEcon Search 
http://ageconsearch.umn.edu 

aesearch@umn.edu 
 
 
 

 
 
 
 
 
 
Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only. 
No other use, including posting to another Internet site, is permitted without permission from the copyright 
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C. 

https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
http://ageconsearch.umn.edu/
mailto:aesearch@umn.edu


Aslihan D. Spaulding1, Kayla D. Roy2, J. Randy Winter3, Kerry W. Tudor3

Illinois State University – Department of Agriculture – Normal, IL 61790
1Associate Professor of Agribusiness – adspaul@ilstu.edu

2Graduate Student
3Professor of Agricultural Economics

Poster prepared for presentation at the Agricultural & Applied Economics Association 2010 AAEA,CAES, & WAEA Joint Annual Meeting, Denver, 
Colorado, July 25-27, 2010

Copyright 2010 by Spaulding, Roy, Winter, and Tudor. All rights reserved. Readers may make verbatim copies of this document for non-commercial 
purposes by any means, provided that this copyright notice appears on all such copies.

Examination of Factors Influencing Crop Insurance Purchase Decisions of 
Illinois Farmers



METHODOLOGY REFERENCES

BACKGROUND

Examination of Factors Influencing Crop Insurance 
Purchase Decisions of Illinois Farmers

Aslihan D. Spaulding, Kayla D. Roy, Kerry W. Tudor, J. Randy Winter
Campus Box 5020, Normal, IL 61790                adspaul@ilstu.edu

RESULTS

OBJECTIVES

ACKNOWLEDGEMENT

 Subsequent to IRB approval, the mail survey method following Salant 

and Dillman (1994) survey principles is used to collect data. 

 1st Farm Credit Services and Farm Credit Services of Illinois provided 

access to their current and potential customer database. Their database 

has farmers' contact information as well as farm and farmer demographics 

like their gross farm income, age, acres-farmed, and net worth. Random 

sampling is used to select 2,000 farmers from their database. 

 A donation to St. Jude's Children's Research Hospital is made on behalf 

of the respondents as an incentive to participate.

 After two mailings and a reminder postcard in between, the response 

rate was 34%. 

 The data is entered into Excel worksheet and it is analyzed using SAS. 

 A variety of risk management tools and practices have been developed to 

help farmers mitigate the wide range of production and financial risks that 

result from diseases, insects, and weather (Smith et al., 2007). One specific 

tool, crop insurance, provides an effective means for managing production 

risk. Insurance products, subsidized by the government, are sold to farmers 

through private insurance companies. 

 According to Risk Management Agency (RMA), there are insurance 

products available for more than 100 crops where corn, soybean, wheat and 

cotton crops account for about 75% of total crop insurance premiums (Risk 

Management Agency, 2009).

When selecting crop insurance coverage, farmers must consider multiple 

factors. The importance associated with relevant factors considered when 

making crop insurance decisions varies among individual farmers. 

 As available crop insurance options have increased, selecting the 

appropriate coverage has become a complicated process. The prevalence of 

crop insurance participation and the existence of multiple selection criteria 

also make understanding participant decisions more difficult.

 This study expands on Ginder et al (2009) study in the following ways:

 We contacted 2,000 farmers located throughout Illinois compared to 

1,000 farmers in Northern Illinois.

 Since 2006, a new Farm Bill was adopted (2008). The new Farm Bill 

has introduced new commodity support programs such as Average 

Crop Revenue Election (ACRE), products for additional crops, and 

new safety nets which could impact crop insurance purchases. We 

included questions regarding the impact of the Farm Bill and its new 

safety nets on crop insurance purchase decisions.

 Previous study found that insurance agents played a major role in 

crop insurance purchase decisions (types purchased and coverage 

levels). Since the Federal Crop Insurance Corporation (FCIC) sets the 

premium rates prices for products, crop insurance providers need to 

differentiate themselves through their services provided by the agent. 

Therefore, we included questions regarding the characteristics of 

agents the farmers value the most.

 To determine which factors most influence crop insurance purchase 

decisions made by farmers in Illinois.

 To examine the level of adoption of new commodity support programs 

introduced with the 2008 Farm Bill.

 To identify most important characteristics farmers look for in a crop 

insurance agent.

Ginder, M., Aslihan D. Spaulding, Kerry W. Tudor, and J. Randy Winter. 

(2009), “Factors affecting crop insurance purchase decisions by farmers in 

northern Illinois.” Agricultural Finance Review, Vol. 69 No.1, pp. 113-125.

Risk Management Agency. (2009) Crop Policies. Washington, DC: Risk 

Management Agency.

Salant, Priscilla and Don Dillman (1994). “How to Conduct Your Own 

Survey” John Wiley & Sons, Inc.

SAS Institute Inc., SAS 9.1, Cary, NC.

Smith, N., Robert Dismukes, and James Novak. (2007).Crop Insurance 

Issues. The 2007 Farm Bill: Policy Options and Consequences. February 

2007.

 Although 182 farmers were eligible for BE discount, 168 applied for it. It is 

noted that 44 farmers were not even sure if they were eligible for the 

discount. Eligibility for SURE is also not clear to many farmers (191). 

 Ginder et al. (2009) found that when asked to identify who most 

influenced their crop insurance purchase decision, 40% of the respondents 

indicated that they made their 2005 crop insurance purchase decision 

independently, with no one else influencing the decision. Meanwhile, 35% of 

respondents indicated that their crop insurance agent had the most influence 

on their purchase decision. In 2009, 42% of Illinois farmers stated no one 

had an influence on their crop insurance purchase decision , while insurance 

agent was influential for 32% of the farmers.

While insurance agent is the most influential person in farmers’ crop 

insurance purchase decision, the most important factor affecting the decision 

was input costs, followed by price of insurance and weather concerns. The 

wet weather in planting and harvest probably had a role in weather concerns’  

higher ranking.  

 The Illinois farmers values insurance agents’ understanding of how crop 

insurance works the most. They also look for an agent who stays current, 

communicates well, has personal integrity, and knows agribusiness 

environment. Overall the knowledge and effective communication are the 

key.  

Weighted Importance of Factors Affecting Crop 

Insurance Purchase Decision

Factor

Weighted 

Importance

Input Cost 2.77

Price of Insurance 2.84

Weather Concerns 3.03

Compatibility of the Insurance Coverage with 

Grain Marketing Plans

3.81

Agent Recommendations 3.87

Probability of Receiving a Claim Payment 3.99

On a scale of 1-most important; 6-least important.

No one
42%

Insurance 
Agent
32%

Other
9%

Tenant
9%

Marketing 
Advisor

3%

Spouse
2%

Farm 
Manager

2%

Neighbor
1%

Landlord
0%

Who most influenced crop insurance 
purchase decision?

115

312
256

683

No Yes Did not respond Total

Purchased crop insurance in 2009

98.7%
92.6%

19.6%

3.5%

Corn Soybeans Wheat Other

Types of crops insurance purchased for in 
2009

 Financial support was provided by Illinois Council on Food and 

Agricultural Research, Illinois State University Research Grant, 1st
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77

168
182

124

44

Eligible to apply for the BE 
discount

Applied for the BE discount

Biotechnology Endorsement Discount

No Yes Do not know

181

114

58

117

21

110
119

52

30

11

Signed up 
for ACRE

Chose EU 
with CRC

First Time 
EU with CRC

Chose EU 
with RA

First Time 
EU with RA

Average Crop Election Revenue (ACRE) & 
Enterprise Unit (EU)

No Yes

58

223

26
13

191

Eligible for SURE Applied for SURE

Supplemental Revenue Assistance (SURE)

No Yes Not sure

Given that the prices for all crop insurance policies are set by 

USDA’s Risk Management Agency, important factors in deciding on 

an insurance agent.

Insurance Agent

Weighted 

Importance

understands how crop insurance works 6.23

stays current 5.87

communicates well 5.77

has personal integrity 5.77

knows the agribusiness environment 5.75

stays available 5.68

established relationship 5.55

provides guidance 5.50

professional attitude 5.50

is in for the long haul 5.32

sends reminders 5.27

is locally known 4.92

knows how to use a computer 4.83

is a team player 4.78

is a multi-line insurance agent 3.90

is a friend 3.52

is a family member 2.86

On a scale of 1-not important; 7-extremely important.

CONCLUSIONS


