
Ray Massey 
Commercial Ag Program  
Crops Economist 



Cowboy economics:  
11 bushel/acre increase in 
corn yield x $5/bu = 
$55/acre 

Cowboy economics:  
5 bushel/acre increase in 
soybean yield x $12/bu = 
$60/acre 



 “On average, respondents planted cover crops 
on 42% of their acreage.” 

 Why only 42%? 
 Testing the water.  Not ready to make the plunge. 
 Some fields benefit; others don’t. 
 Some cost that is not measured by cost of seed, 

establishment and destruction.  
▪ Risk? 
▪ Time?  
▪ Expertise? 



 Discuss the valuation of benefits 
 Discuss the costs to consider 
 A few interesting anecdotes on growing cover 

crops. 



 reduce soil compaction,  
 reduce soil erosion,  
 nitrogen scavenging 
 weed control, 
 increase yields for future crops,  
 nitrogen source,  
 economic return (haying & grazing) 
 increase water infiltration/decrease water runoff,  
 conserve soil water,  
 increase soil organic matter,  
 disease reduction/attract beneficial insects,  
 other functions 



 How much does a ton of soil not eroded 
contribute to my net income? 

 How much does an acre-inch of rainwater 
saved contribute to my net income? 

 How much do beneficial insects attracted to 
my field contribute to my net income? 

 How much does a pound of nitrogen supplied 
to subsequent crops contribute to my net 
income? 



 How much does a ton of soil not eroded 
contribute to my net income? 

 How much does an acre-inch of rainwater 
saved contribute to my net income? 

 How much do beneficial insects attracted to 
my field contribute to my net income? 

 How much does a pound of nitrogen supplied 
to subsequent crops contribute to my net 
income? 



 Nitrogen saved or fixed from a cover crop that 
reduces my fertilizer bill on the next crop. 

 Any harvestable material such as silage or 
grazing. 

 Any increase in yields from cover crops – with 
caveat 1 (discussed later). 
 

 Process: quantify the benefit and multiply it 
times the market price of the item. 



 Soil not lost eventually prevents my ground 
from losing crop productivity. 

 Increased water infiltration helps me in most 
years – perhaps in 2012. 

 Increased organic matter may improve crop 
yields or lower input costs. 

 Process –  
 no market prices exist to use 
 incorporate risk analysis and discount 

future contributions to today 



 Attract beneficial insects that I later kill with 
my insecticide. 

 Reduce nitrate leaching – with caveat 2 
(discussed later). 
 

 Process:  
 ignore or  
 seek an incentive that makes the benefit 

worthwhile. 



 How do you deal with a potential?   
 multiply the increase by the probability of the 

increase. 
 Average increase = 6 bu/ac 

 How do you incorporate negative  
yield differences? Honestly! 

 How do you deal with uncertainty  
over time? This can have a big impact on cash 
flow. 

 
 

Year Yield 
difference 

1 6 
2 11 
3 5 
4 -3 
5 11 



 Reducing pollution may have no benefit to 
you INDIVIDUALLY even though you incur the 
cost INDIVIDUALLY. 

 Polluting may eventually lead to regulation 
that may impose a cost to you INDIVIDUALLY. 



 An internal benefit is something that benefits 
the person making the decision.  
 Reducing soil erosion is good because it makes my 

land more productive and valuable. 
 An external benefit is something that does 

not directly benefit the decision maker. 
 Reducing soil erosion is good because it improves 

fish habitat and reduces municipal water 
treatment costs. 



 Negative Externality – when the decision 
maker imposes a cost on someone else 

 Positive Externality – when a decision maker 
bestows a benefit on someone else. 
 

 External benefits (reducing soil erosion) are 
considered negative externalities by society 
(pollute the stream with soil). 



 Regulation – force the decision maker to 
manage in such a way that the cost is not 
imposed on society. 

 Subsidy – incentivize the decision maker so 
that he voluntarily chooses to manage in such 
a way that the cost is not imposed on society. 



 Practice 340: Cover Crop 
 USDA specifies  
 what cover crops to plant 
 The cover crop plant planting window 
 The cover crop growing period 
 2 year adoption period + follow-up year = 3 year max 

 Incentive (Missouri):  
 $25.21/acre for winter kill species  
 $37.01/acre for grasses or cereal grains 
 $37.50/acre for species mix 
 $38.55/acre for legumes 



Seed - Rye Grass: 9 lb/ac * $75/cwt =  $6.75/ac 
Planting cost =      $13.00/ac 
Subtotal      $19.75/ac 

 
Burndown (needed anyway) =   $0.00 
Burndown (cover crop specific) =   $15.00 
 
The EQIP subsidy may completely pay for the cover 
crop  



 Definite costs: 
 Seed purchase  
 Planting expense 

 Possible costs 
 Fertilizer? 
 Herbicide burn down or disking? 
 Delays in planting due to cover crop? 
 Other? 

 
 



 Cover crops that head may be considered a 
crop for insurance purposes. 

 Failure to destroy the cover crop by the 
specified crop insurance time may prevent 
you from obtaining crop insurance coverage. 

 This is a standard in flux.  My experience: 
 East of Mississippi – 50% heading permitted 
 West of Mississippi – 1% heading permitted 



Challenges explain why cover 
crops on only 42% of planted 
acres by respondents. 
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