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One Big Beautiful Bill Act (OBBBA)

AMajor reconciliation bill impacting a wide range of provisions
for federal programs and tax code

ASignificant Farm Bill program components

DAdditional funding for commodity programs andClrop Insurance
D& uts to nutrition and conservation programs
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Summary of crop insurance changes

AHigher subsidies for COMBO products (RP, RIPE, YP)

ASignificantly higher subsidy for SCO
DRMA also implementing for ECO and similar programs

ASCO no longer tied to ARC/PLC decision
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signing up for crop insurance

T ILLINOIS farmdoc


https://www.nature.com/articles/nmeth.1618

X ILLINOIS Our Sites: farmdoc farmdocpaiLy FarmPolicyNews Q

farmdocpaiy

Market Prices Authors By Month Categories Series Tools Webinars/Events Sponsors/Donate About Us

Weekly Farm Economics

Impacts of Premium Support Increase of Basic and Optional Units in House
Reconciliation Bill

Gary Schnitkey, Nick Paulson, and Jonathan Coppess
Department of Agricultural and Consumer Economics
University of lllinois
Carl Zulauf
Department of Agricultural, Environmental and Development Economics
Ohio State University

May 27, 2025
farmdoc daily (15):96

The House Reconciliation Bill includes provisions that would increase premium support rates on basic and optional units. Given that
farmers do not change their policies, units, or coverage levels, we estimate this change would have increased Federal outlays and reduced
farmers' cost of premiums by $243 million for the 2024 crop year. This translates to an estimated increase in outlays of $2,178 million over

farmdocdaily.illinois.edu /2025/05/impacts-of-premium -support -increase-of-basic-and-optional -units -in-house-reconciliation -bill.html
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Premium Support on Farm -Level Crop Insurance Programs

Coverage Basic, Optional Enterprise

Level ©ld N[ ©ld INEew
CAT* 100% 100%

50% 67% 67% 80% 80%
55% 64% 69% 80% 80%
60% 64% 69% 80% 80%
65% 59% 64% 80% 80%
70% 59% 64% 80% 80%
75% 55% 60% 7% 80%
80% 48% 51% 68% 71%
85% 38% 41% 53% 56%

*Catastrophic Coverage
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Supplemental and Enhanced Coverage Options

SCO and ECO are area (county) products that supplement
coverage from an underlying farmlevel plan (RP, RRHPE, YP)

OBBBA Changes to SCO

Dincrease premium support rate from 65% t@0%
Will also apply to ECO (and similar products) in 2026

Dincrease coverage level from 86% t60%
will be phased in for 2027
(90% coverage through ECO available for 2026)

A Every farmshould consider SCO and ECO in 2026
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Notes on SCO and ECO Coverage

1. Based on expected and actual county yields developed by RMA

DZhese can and do differ from county yields from other USDA agencies
(FSA and NASS)

DYields not released until midJune of the next calendar year.
So, iIndemnity payments received later than farrdevel policies.

DEarm-level yields and loss experience can differ from the county

2. Use Is optional. Can use either, both, or neither
to supplement your farm-level policy.
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Why Should | Consider SCO and ECO This Year?

ARMA sets total premium to reflect expected losses plus a reserve

DEoss ratio of 1.0 would imply indemnity payments equal total premium
over time

Daccounting for reserve implies a target loss ratio of 0.88

AThus, in addition to risk reduction benefits, farmers should
receive back more in payments than in total premium

Dindemnity payments occur in years when loss is experienced
D3hould expect a net positive return on insurance premiums over time

AThe subsidy rate of SCO and ECO is 80%
Dimplies an expected return of 340% on SCO/ECO premiums!
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SCO and ECO Examples VCorn in Central, IL
If premiums are set correctly:

(A)

Farmer Jotal'Premium: | Expected Indemnity, | EXpeeted Return
Premium
SCO* $3.00 $15.00 $13.20 $10.20
ECQ90 $4.00 $20.00 $17.60 $13.60
ECQ95 $11.00 $55.00 $48.40 $37.40

*underlying farm-level coverage with 80% RP
Note: all values are $ per acre

T ILLINOIS farmdoc


https://www.nature.com/articles/nmeth.1618

Corn from 90% to 80%, House Reconciliation Bill

Proposal for Supplemental Coverage Options, 2015 to 2023.

-Irrigated Corn
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Per Acre Net Payments from SCO for
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farmdocdaily.illinois.edu /2025/06/the -house-reconciliation -bill -proposal-for -sco-income-support -for -high-risk -farmland.html
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Per Acre Net Payments from SCO for Soybeans from 90% to 80%, House Reconciliation
Bill Proposal for Supplemental Coverage Options, 2015 to 2023.
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Summary of
Crop Insurance Changes for 2026



