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This issue of our newsle er
series has tradi onally been
what we call the budget issue.
This year due to economic
changes on the farm we are
going to take a li le diﬀerent
approach. In the past we have
used my farm, as well as other
producer’ farms in the area, to
create our newsle er budgets.
This year we are using a diﬀer‐
ent type of budget format
with most of the input costs
coming from informa on pro‐
vided by the University of Mis‐
souri Extension Service.
When first calcula ng this
year’s budgets, especially for
corn, I realized the economic
climate has changed from
where we were the last sever‐
al years. In every calcula on
for my farm’s corn budget, I
would be losing money based
on my historical corn yield. As
you can imagine, I didn’t want
to believe this, so my tempta‐
on was to do my budgets
with yields higher than my
records show. Of course, reali‐
ty set in and I realized that if I
use false figures I will get false
results thus making the budg‐
et worthless to both myself
and my lenders. The challenge
for me became what to do to
stay realis c and s ll generate
a profit on this corn budget.
Economically, farming is very
diﬀerent than most other
businesses that we associate
with. Ford and Dodge both

produce pickup trucks. They
are essen ally an engine on a
frame with 4 wheels, sur‐
rounded by a cab, with a bed
located behind the cab. What
allows each company to sell
their trucks for diﬀerent prices
is the diﬀerences between
their truck and their compe ‐
tor’s trucks. These diﬀerences
could be engine size, cab size,
cab style, anything that will
create a value to the consum‐
er. In the farm economy, us‐
ing corn for example, we all
raise the exact same homoge‐
nous product, meaning if we
took a sample of corn from
ten diﬀerent farmers and put
it into a bucket we could not
dis nguish what corn sample
came from which farm. Since
we are raising the exact same
product we should receive the
exact same price on any given
day.
By growing the same exact
type of corn as our neighbors
the only control that we have
over the results of this budget
is to lower costs and raise
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more bushels. Realis cally this
is very hard to do, and, if you
were able to do it, these cost
savings would be minimal at
best. What if we could do
something
diﬀerent
that
would allow us to s ll raise
corn but to demand a higher
price for what we produce?
This in fact could change the
results of our budget on both
the expense and the income
side to the point that we are
making money while s ll using
realis c figures.
When we shop for a pickup,
we compare the diﬀerences
between Ford and Dodge and
our decision is based on price
and features. This is the same
thing that end users of corn
do. So the ques on is; what
are the end users of corn look‐
ing for and why?
Many of us that produce corn
don’t talk with grain merchan‐
dizers on a regular basis. We
get tunnel vision a er a few
years of making money and
rely on our customary plans of
doing it like we’ve always
done. However the markets
are changing. There is a signifi‐
cant market in Missouri for
non‐GMO corn. This market
has emerged because of con‐
sumer willingness to pay for
food that has not been ge‐
ne cally modified. If a produc‐
er chose to raise non‐GMO
corn they would have diﬀeren‐
ated their product from the

Page 2

Crop Insurance 2014

2014 Budget - Margins are Tight (continued)
norm (GMO corn) just as a
Dodge is diﬀerent than a
Ford. Both products have the
same use but buyers may be
willing to pay more for one
than the other due to specific
reasons.
Who are the major consum‐
ers of this market? The dairy
and poultry industries have
taken the lead in trying to
meet the demand for
“natural” food products. With
their designated “natural”
milk, cheeses, eggs, and
meats they can demand pre‐
mium pricing for these prod‐
ucts because they have creat‐
ed a product that consumers
are star ng to demand more
of.
This market is bigger than
most producers realize. This
is not a road side fruit stand
type of market. They can’t go
to the elevator and get a
truckload of corn as most
grain elevators don’t separate
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Seed
Nitrogen
Phosphate
Potash
Lime
Total

unit
0.3
165
70
45
2000

GMO
cost/unit
$ 280.00
$
0.44
$
0.40
$
0.40
$ 28.00

Chemicals
Pre emerge
Post
Insect
Total
Drying
Machine
Custom App
Interest @6%
Insurance
Total
Total Variable Cost /AC

GMO from non‐GMO. They
typically buy the homogene‐
ous product of corn. There‐
fore this industry must buy
and pay a premium for non‐
GMO corn and find a source
that can supply them with
their needs.
When I visited with the mer‐
chandizers this week I asked
about the size of this market.
They referenced a local mill in
this area that had a current
need of 150,000 bu. per year
and was growing. The sources
of their outlets were guarded
of course, however, with fur‐
ther inves ga on I found that
these markets do exist and
could be taken advantage of
by normal producers like my‐
self.
If a producer chose to raise
non‐GMO corn they will have
diﬀeren ated their product
from the norm just as a
Dodge pickup is diﬀerent
than a Ford pickup. Both

1
1
1

125
3

$

$
$
$
$
0.18

6

cost/ac
$ 84.00
$ 72.60
$ 28.00
$ 18.00
$ 14.00
$ 216.60

products have the same use
but buyers may be willing to
pay more for one than the
other due to specific reasons.
We are going to use this com‐
parison to a empt to make
budgets that will show a
profit using current market
premiums comparing GMO
with non‐GMO. Remember
this is only one example.
There are numerous ways to
diﬀeren ate or to value‐add
to your product that will
make it stand out from your
neighbors. They all take plan‐
ning and may take addi onal
management, labor, or mar‐
ke ng but it can be done.
unit
0.3
165
70
45
2000

non‐GMO
cost /unit
$ 160.00
$
0.44
$
0.40
$
0.40
$ 28.00

18.00
22.00
5.00
45.00

$ 22.50
$ 76.00
$ 18.00
$ 13.14
$ 20.00
$ 149.64
$ 411.24
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1
1
2

125
3

$

$
$
$
$
0.18

6

cost/ac
$ 48.00
$ 72.60
$ 28.00
$ 18.00
$ 14.00
$ 180.60

24.00
16.00
10.00
50.00

$ 22.50
$ 76.00
$ 18.00
$ 12.24
$ 20.00
$ 148.74
$ 379.34
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As you see the cost of producing GMO and non-GMO are
very similar with the cost advantage going to the nonGMO varie es. The ques on
that we must ask is how much
do these GMO traits add to
the yield if any.
This week I have spoken with
3 diﬀerent seed dealers, two
cer fied crop consultants and
3 diﬀerent producers all of
which are very creditable. All
of them agree that there could
be a diﬀerence in yield depending on the insect pressure
and that this could vary greatly from 0-30 bu./acre. One of
the crop consultants thought
there could likely be a 5 bu.
yield drag by the non-GMO
varie es in this example. He
noted that we had an extra
insec cide applica on listed in
the university budget and
suggested that this would
minimize the diﬀerence beGMO Corn cost of produc
411.24
variable
breakeven
Yield
costs/bu
80
$
5.14
90
$
4.57
100
$
4.11
110
$
3.74
120
$
3.43
125
$
3.29
130
$
3.16
140
$
2.94
150
$
2.74
160
$
2.57
170
$
2.42
to claim the non-GMO premium. This example shows that
even with a yield drag the non
-GMO corn can s ll generate
more revenues than GMO in

(continued)

tween the two. However, he
also stated that this is not a
variable that we can predict
on a scien fic basis when it
comes to individual farms.
Now let’s look at the breakeven cost of produc on. If
both GMO and non-GMO
crops produced 125 bu./acre,
the break-even cost of produc on per bushel over variable costs would be as follows
GMO variable costs for 125
bu./acre would be $3.29/bu.
while the non-GMO would be
at $3.03/bu. Using the assump on that the non-GMO
will have a 5 bu. yield drag
this changes the non-GMO
variable costs to $3.13/bu.
At this point we would have
to give the advantage to the
non-GMO corn, however, we
must understand that by
going this route the results
will be dependent on increased management and
on ‐‐

$
$
$
$
$
$
$
$
$
$
$

rev/acre
360.00
405.00
450.00
495.00
540.00
562.50
585.00
630.00
675.00
720.00
765.00

mely applica ons of chemistry. If we slip on management
we could very possibly have a
train wreck when we look at
the costs of rescue treatments
thereby losing it’s cost savings
advantage.
Premiums this week in the
non-GMO market that could
be used locally, including the
posi ve basis, was +$1.75 per
bushel for corn and nearly
$2.00 for soybeans. One must
understand that these premiums change daily based on
need and availability. To sell
into this par cular market no
contract needed to be signed
and no certain number of
bushels had to be produced.
The only s pula on was that
the grain had to pass the tests
for being non-GMO. If the
grain tested posi ve for GMO
then the grain had to be refused and be sent to the regular market denying its ability

non‐GMO cost of produc on
379.34
variable
breakeven
rev/acre +
costs/bu
rev/acre
GMO premium
$
4.74
$ 360.00
$
496.00
$
4.21
$ 405.00
$
558.00
$
3.79
$ 450.00
$
620.00
$
3.45
$ 495.00
$
682.00
$
3.16
$ 540.00
$
744.00
$
3.03
$ 562.50
$
775.00
$
2.92
$ 585.00
$
806.00
$
2.71
$ 630.00
$
868.00
$
2.53
$ 675.00
$
930.00
$
2.37
$ 720.00
$
992.00
$
2.23
$ 765.00
$
1,054.00

most cases. The important
point to remember is that the
premium for non-GMO will
vary daily and by the facility
that is trying to buy non-

GMO grain. The supply of nonGMO corn will also greatly
aﬀect the price for this type of
grain.

www.gibsoninsurancegroup.com

Page 4

Crop Insurance 2014

2014 Budget - Margins are Tight
My challenge to you is to be
proac ve and ask yourself;
Can I raise a diﬀeren ated
product? Will I take the me
to search out these markets
that will pay a premium? Will
I apply the extra management
that this will take? If you
answered yes to these three
ques ons then you have
made the first step toward

B
E
A
N
B
U
D
G
E
T
S

GMO
unit/ac
1.1
0
40
65
2000

Seed
Nitrogen
Phosphate
Potash
Lime
Total

cost/unit
$
57.00
$
0.44
$
0.40
$
0.40
$
28.00

Chemical cost per acre
Pre emerge
Post emerge
Insec cide
Total
Drying
Machine
Custom App
Interest @6%
Insurance
Total
Total Variable Cost / ac

# apps
1
1
1

40
3

$

6

ple we have included a soybean budget as well.
I must add this note. On my
farm the past several years I
have planted Roundup Ready
corn and soybeans, however,
I never totally depended on
that trait. I never sprayed
glyphos a er the corn was
planted and got by with my
pre-emerge treatments without weed issues. On the other hand, when I planted RR

(continued)

producing a value added
product and hopefully will be
rewarded financially for doing
so.
We have used non-GMO corn
as an example. Understand
that this is just one of the
many ways to add value to
your crop. Selling corn for
silage, raising white corn,
raising high amylase corn, or

cost/ac
$
62.70
$
16.00
$
26.00
$
14.00
$ 118.70

$
$
$
$

18.00
24.00
5.00
47.00

$
$
$
$
$
$
$

76.00
18.00
11.02
20.00
125.02
290.72

unit/ac
1.1
0
40
65
2000

SOYBEANS
Everything that we have said
about corn will apply to soybeans as well. In keeping with
our GMO vs non-GMO examnon-GMO
cost /unit
$
34.00
$
0.44
$
0.40
$
0.40
$
28.00

# apps
1
1
2

40
3

soybeans I could not depend
on glyphous products to control weeds like waterhemp.
Therefore I needed to use
cobra applica ons to control
the weed pressure in these
fields. Because of this, I do
not believe there was any
advantage to plan ng these
beans on my farm. Liberty
soybeans on the other hand
are a completely diﬀerent
story. The Liberty beans had
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raising high oil corn would all
be ways of crea ng diﬀerences for your crop from the
rest of the industry.

$
6

$

cost/ac
48.00

$
16.00
$
26.00
$
14.00
$ 104.00

$
$
$
$

18.00
36.00
5.00
59.00

$
$
$
$
$
$
$

76.00
18.00
11.04
20.00
125.04
288.04

good control all year and held
back the waterhemp completely.
The premiums for non-GMO
beans exist as well. This market is smaller and may require more transporta on to
market larger quan es of
these beans into posi ve
markets. But the point remains that these markets do
exist and it is up to the producer to search out these
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(continued)

markets and provide the
product that the end user is
asking for.
One last note.
These budgets just show returns over variable costs. No
land, labor, management, or
marke ng expense have been
included, always plan for
these costs as well. If a producer was paying $150 per
acre land rent on top of his
variable costs this will dras cally change the cost of produc on as compared to the
producer paying $50 per acre.

2014 Farm Bill - FINALLY !
Like most of you I am relieved
that this arduous task of crea ng and passing a new farm
bill is over. I was studying
what this new legisla on will
mean to producers and ran
across a couple of editorials
that ran in The New York
Times and The Washington
Post that really s rred me up.
Are they reading the same
farm bill that I am?
Both of these publica ons are
very cri cal of the agricultural
programs that are being implemented in this bill and are
less than fair of their descripon of our farm communi es.
The Washington Post headline reads “the rich get richer”
while The New York Times
headline infers that there are
clear winners and losers.
I find it literally amazing how
people can become so polarized, no ma er what happens
with any piece of legisla on,
that they feel the need to
show their intelligence or lack
thereof and stoop to vilifying
the industry that feeds them

with the safest and least expensive food in the world.
The Post even went so far as
to blame the obesity problem
in America on the farmers.
Now that is quite a stretch,
even to the point of blatant
dishonesty.
If you look at this bill you will
no ce that 80% of the funds
in this legisla on go to the
nutri on and the food stamp
programs. Maybe we should
split the bill into 2 pieces and
have the food stamp bill and
then the Ag bill? This would
surely speed up the me it
takes this piece of legisla on
to go through congress.
For years producers all across
the country have been working hard to become less and
less dependent on government programs. With each
new farm bill there has been
less direct supports to agriculture producers and more
freedom to producers to
grow and produce the commodi es that they deem
more profitable for their op-

era ons.
This year the direct payments
were eliminated from the bill
and were replaced with various programs that producers
can choose to par cipate in
but will have to absorb a poron of the costs. Could it be
be er? Sure it could, but
any me Congress works on
legisla on there has to be a
compromise from what we,
as ag producers, would view
as a perfect bill.
A couple of things that we’ve
no ced in the bill that could
aﬀect our producers are:
 The bill is manda ng the
crea on of new pilot
programs that will be
developed for fruit, vegetable, and livestock
producers. It also adds
pilot programs to promote rural health and
medical research.
 The farm bill does away
with direct subsidies to
producers. This reduced
the cost of the program
by about 5 billion dollars

www.gibsoninsurancegroup.com

Livestock
Risk
Protection

LRP is a very simple and
cost effective way of locking in a minimum price
loor for your livestock.
Call us today so we can
explain this program and
its bene its to you and your
operation.
660-433-6300

THE STATEMENTS CONTAINED IN
THIS
PAMPHLET
ARE
FOR
INFORMATIONAL PURPOSES ONLY
AND DO NOT CONSTITUTE AN
INTERPRETATION OF THE TERMS
AND CONDITIONS OF ANY
INSURANCE POLICY.
NOTHING
CONTAINED HEREIN WAIVES, VARIES
OR ALTERS ANY TERM OR
CONDITION OF ANY INSURANCE
POLICY. ELIGIBILITY FOR COVERAGE,
ENTITLEMENT TO AN INDEMNITY
AND LIABILITY FOR PREMIUM MAY
VARY.
PLEASE REVIEW YOUR
INSURANCE POLICY TO DETERMINE
WHICH TERMS AND CONDITIONS
ARE APPLICABLE TO YOU.
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Meet our new
office staff

Whitney Campbell
Whitney is a December
2013 graduate of the
University of Central Missouri with an Economics
Degree.
Her family owns and runs
a livestock opera on in
the Hartsburg area in
Central Missouri

per year. These programs are being replaced
mainly by 3 FSA programs that will assist
producers only when
certain loss triggers have
been met.
At this early point we can tell
you that farmers in our area
will have 2 op ons to consider up front. Producers will
have to choose between PLC
(Price Loss Coverage) or ACR
(Average Risk Coverage).
When producers make this
selec on, this selec on becomes irrevocable for the life
of the bill. This decision will
need to be based on your
opera on and will not be
something that should be
entered into without considerable study.
The ARC program oﬀers either county level or individual
loss benchmarks. This will be
done on the crop basis so
your decisions may be crop
specific. Farmers who choose
ARC and select individual

(continued)

coverage rather than the
county average will be covered at 65% rather than the
85% with the county benchmark. The benchmark is developed by using county data
using Olympic averages of
both yield and price over the
last 5 years minus both the
high and the low. The three
remaining years will be averaged and mul plied by the
average price to establish the
benchmark that will be used.
At this point there is a lot of
work that needs to be done
to get ready to implement
this bill. The USDA is in the
process of wri ng the rules
and at this me we are uncertain when this product will be
available for farmers to study.
It is my guess that it could be
late summer or some me in
the fall before we will need to
make any decisions. As news
and rules become available
we will be producing newsle ers to assist you in deciding what the best choice for

your opera on may be.
I do believe that the POST got
one thing right when they
said the “rich got richer” and I
believe that they hit the nail
on the head. I don’t know a
lot of farmers that have huge
sums of money laying around
but I do think we are all rich.
We have been blessed with
opportuni es that these people will never know. They will
never know the good feeling
you get when you stop and
help a neighbor who has
go en his tractor stuck miles
away from the house or what
it’s like to wade across a
muddy lot in your Sunday
school slippers to pull a calf
and see it live. We as an industry embrace the lines in
the FFA creed that says “We
believe in less dependency on
begging and more power in
bargaining.” followed by the
line “ We believe in the less
need of charity and more of it
when needed.” This is the
a tude that makes us rich.

Winter-kill on Wheat
Ma Rowell
Ma is a December 2013
graduate of the University
of Central Missouri with an
Economics Degree.
He is also a 15 year veteran
of our armed forces.
His family owns and operates a farming opera on in
the Bootheel sec on of
Missouri.
Both Ma and Whitney are
fully licensed and ready to
help you with your crop
insurance needs.

For the last several years
most of us have enjoyed fall
weather for growing wheat
that had li le or no challenges. This year with the delayed
crops and the dryer than
normal fall, wheat on most
farms didn’t have the chance
to get the normal fall growth.
This combined with the wicked weather this winter may
present us with some challenges and some tough decisions in the next 60 days.
Let’s review what the main
causes are of winter kill and
the condi ons that may
make these problems more

prevalent.
The first item to look at is
how well the roots of the
wheat plant were developed. When a wheat plant
has a good crown root system and two or more llers
developed, the plant is in
rela vely good shape to
make it through the winter.
This year, we have seen a
lot of wheat that due to
various condi ons has not
developed to this point.
Many of the plants that we
have pulled up and examined have had very poor
root development. In some
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areas we believe this was due
to the extremely dry condions that the wheat was
exposed to during plan ng
and the weeks that followed.
Wheat in this condi on is
always more suscep ble to
damage over wintering. As
soon as the wheat emerged
and was ready to really take
oﬀ, winter set in and temperatures dropped rather quickly
and never rebounded to a
point where the wheat had
an opportunity to properly
harden. Only me will tell
what damage may have occurred over the winter but
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Winter kill on Wheat
the point is that we have had
less than ideal growing condi‐
ons for the start of this crop.
Last week Brian was in the
Montrose area walking fields
with one of our clients and
noted how dry the soil was.
At that me there was no
snow cover and we were ex‐
periencing some cold condi‐
ons. We have wri en about
how this could aﬀect the
wheat plant.
The wheat plant’s crown level
is usually in about 1” deep in
the soil. In cold and dry condi‐
ons the cri cal temperature
is around 10 degrees. At this
temperature damage can
start to occur. The saving
grace would have been any
form of precipita on at that
point. An inch of snow or a
good rain, either one, would

(continued)

have done a lot to protect
these roots from the ele‐
ments. In the last few weeks
we have experienced very
cold temperatures. If we
would not had the snow cov‐
er that we have now we cer‐
tainly would have had serious
issues with the wheat crop.
In some areas further south
producers became more con‐
cerned with ice that covered
the field. Ice has the tenden‐
cy to literally suﬀocate the
plant by not allowing oxygen
to flow to the plant. This will
result in the same kind of
damage as if the wheat field
was flooded for an extended
period of me.
Heaving is the final over win‐
tering issue that we see. This
occurs when repeated freez‐
ing and thawing literally

pushes the plant out of the
soil. This is seldom an issue in
our area but can become a
major problem if the right
condi ons exist.
A er plan ng there is nothing
that we can due to control
the weather. Our goals as
producers are to plant the
crop mely and properly and
to provide the proper fer li‐
za on and care at this point.
Nature will have a large say
on what we have to work
with a er wheat breaks dor‐
mancy. Over the next few
weeks many of us will be
walking our fields to evaluate
what eﬀects this winter has
had on the crop. If you find
condi ons of concern please
no fy us so we can work with
you to evaluate what op ons
might be best for your opera‐
on.

2014 Wheat
Price

$6.72

DEADLINE
MARCH 15
Is the last day to
either obtain a policy or make changes to your present
insurance
policy.

New Breaking Ground Rules
The last few years have seen
a significant amount of land
taken out of pasture produc‐
on and converted into crop
produc on. There has also
been a lot of ground that was
in the Conserva on Reserve
Program (CRP) that have had
their contracts run out. Both

of these types of acres are
insurable for crop produc on
but there is a considerable
diﬀerence in how insurance
can be a ained.
Ground coming out of CRP
and being converted back to
crop produc on can be in‐
sured at 100% of the county T

‐yield for the first year. This is
only for acres that are in the
first crop year of coming out
of CRP. A separate APH data‐
base is created for this first
year for those acres. A er
that first year is complete
then the CRP database will be
combined with the produc‐

www.gibsoninsurancegroup.com

Non-Discrimination Statement
Non-Discrimination Policy
The U.S. Department of Agriculture
(USDA) prohibits discrimination against
its customers, employees, and applicants
for employment on the bases of race,
color, national origin, age, disability, sex,
gender identity, religion, reprisal, and
where applicable, political beliefs, marital
status, familial or parental status, sexual
orientation, or all or part of an individual's
income is derived from any public
assistance program, or protected genetic
information in employment or in any
program or activity conducted or funded
by the Department. (Not all prohibited
bases will apply to all programs and/or
employment activities.)

January 2014

New Breaking Ground Rules

GIBSON
INSURANCE
GROUP
337 Highway 50 East
P.O. Box 795
Tipton, MO 65081
Phone: 660-433-6300
Fax: 660-433-6315
www.gibsoninsurancegroup.com

er’s exis ng corresponding
unit and its’ APH. The produc‐
er is required to no fy his
agent/agency that he will be
farming ground that will be
coming out of CRP before the
Acreage Repor ng Deadline.
It would also be very helpful
if the producer would give
the agent/agency the field(s)
land loca on and acreage so
that it could be properly up‐
loaded into his APH database.
The rules for pasture/grass
acres being converted for
crop produc on are a li le
more stringent. RMA has
determined that if these
types of acres are being con‐
verted they MUST BE AP‐
PROVED by a wri en agree‐
ment done by your agent.

GIBSON INSURANCE GROUP, INC.
P.O. BOX 795
TIPTON, MO 65081

(continued)

These wri en agreements
must be submi ed BEFORE
March 15 and must include:
 The method used and
the date the land was
cleared,
chemically
cleared, or broken out.
 Documenta on the acre‐
age has been previously
broken and planted to a
crop (FSA documents)
otherwise 65% of the T‐
Yield will be assigned by
RMA
 Producer must have or
will obtain a NRCS Con‐
serva on Plan if NRCS
requires a Conserva on
Plan on the acreage.
If the producer meets all the
requirements listed above

then RMA will establish an
APH of 80% of the county T‐
Yield for that crop for this
first year. Like ground coming
out of CRP, this database will
be combined a er this first
year into a producer’s ex‐
is ng APH database.
Remember, FSA and NRCS
rules will and do vary from
RMA rules when it comes to
New Breaking ground.
It is vitally important that you
contact your agent well
ahead of the March 15 dead‐
line in order to determine
what you will need to qualify
your acres for insurance pro‐
tec on. Failure to do so will
result in at the very mini‐
mum, inadequate protec on
of those acres.

