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CROP RISK MITIGATION INSURANCE 
Motion 

HON DARREN WEST (Agricultural) [2.41 pm]: I move — 

That this Council calls on the Barnett government to support the introduction of a crop risk mitigation 
product into Western Australia. 

It is nice to get up with a positive motion from the progressives rather than the negative motion from the 
conservatives to tear down, to cut, to denigrate and to destroy the RSPCA. We will have something positive — 

Several members interjected. 

The ACTING PRESIDENT (Hon Alanna Clohesy): Order! I invite the member to talk to the substance of the 
motion before him. 

Hon DARREN WEST: Thank you, Madam Acting President, and I will do that. The point I am making is that 
this is something positive for the agricultural industry and for Western Australia. I know that not many members 
of this place are familiar with agriculture and the issues facing the industry, but there is definitely a need for 
a holistic approach to risk mitigation. 

The ACTING PRESIDENT: Order! I do not want to interrupt the member, but there is far too much chatter in 
the chamber for me to hear the member, and for Hansard to hear the member. 

Hon DARREN WEST: This is something that needs a lot of discussion and is worthy of the motion before the 
house in my view, because we need to mitigate the risk associated with agriculture and dryland farming in 
Western Australia. 

I point out to members, although I am sure they are all aware, that since this motion was first formulated almost 
two years ago, there has been a small amount of movement in this area. I say “a small amount of movement in 
this area” because some products are now available on the market, but it is a very toe-in-the-water type of 
scenario—I think that is the best way to put it—and industry is crying out for the mitigation of risk. 

I put it to members in this way: if we can all work in a collective to come up with an industry-wide, risk-
mitigation arrangement and product, and provide all the tools that we need for that product, Western Australia’s 
farmers will be in a much stronger position, and agriculture will not need continued handouts. Every time there 
is a drought and every time there is a natural disaster, agriculture itself will be able to mitigate those risks and 
not turn around and rely on handouts from government. Although I know that more assistance is being offered in 
Queensland, we would certainly prefer not to see droughts. I think a politician loves to turn up at a dry, dusty 
paddock and announce a rescue package, but I think the stronger way, the better way and the more sustainable 
way is for industry itself to be able to mitigate those risks. As I said, this motion is something positive and I look 
forward to a good, positive, intelligent and mature debate on this motion. 

As members of the house who have been involved in farming would know, we face risks in agriculture and 
farming in Western Australia with our variable climate and relatively low rainfall compared with most places in 
the world. We have a lot of sandy soils that do not absorb and hold water particularly well. We are therefore 
always at risk of a dry season. We are at risk of a late start to the season when we cannot plant crops or get crops 
to germinate. There are also problems with a late start to the season in that we plant crops into emerging weeds 
and we do not have the capacity to kill the first germination of weeds as they come through. A late start is a risk 
to our cropping programs and of course to our livestock production programs. If it does not rain early and we get 
through to June or July without rain in southern Western Australia, we have to do a lot of handfeeding of 
livestock. The motion is therefore not all about cropping, but during my time for this motion I want to talk 
mostly about the way we can alleviate risks to cropping. 

Cropping programs cost a lot more money up-front. It is certainly much more expensive to establish crops than 
to run livestock, but the rewards can be greater if we can mitigate these risks. As members would appreciate, 
a livestock operation of a moderate size might have an input budget of $300 000 to $500 000. If that operation 
went to all cropping, the input budget would be in the order of $800 000 to $1 million to establish all the crops 
required and to pay for machinery and all the associated costs with running an agricultural operation. Significant 
costs are involved and significant risks are taken. Those risks are taken not only by farming families. From time 
to time families want to expand their operation and have to borrow more money from banks, which must be 
serviced and that interest must be paid and the loans paid back. There is therefore a risk involved in expanding 
an operation as well as in the general running of the operation. There is a risk to banks and financial markets as 
well. We all know that if a client defaults on his loan, the bank will move and sell up the farm. If the bank does 
not recover all the funds to cover its costs and the debt it is owed, all the other people who bank with that 
organisation will have to cover that because, although the bank will write off the debt, it will be at the expense of 
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all its other customers. Therefore, when a risk becomes too great and farmers lose money as a result, it affects 
everybody, not just that farming operation. 

A late start to the season and a continued dry period in the months of April and May are risks to crop farming 
and agricultural businesses. Of course there is also the risk of the general dryness of the season, and probably to 
a greater extent the lack of rain at the end of the season, when crops are filling and pastures are growing, to 
provide enough feed for the summer months. When crops are filling with grain at the end of the year, we need 
healthy crops, good conditions that are not too hot and reliable rainfall. Sadly, across much of Western Australia, 
especially in the eastern wheatbelt, the end of the season is becoming very variable and completely 
unpredictable. We are finding that more and more farmers in the more distant areas from the coast are having 
significant cash flow issues and significant viability issues. That reflects on the price of the land because, of 
course, any business is worth only as much as the income it can generate; therefore, this risk of dryland cropping 
is reflected in the value of land. When we think about that a little further, we can see that it also has an effect on 
the capacity to borrow from banks, because they will lend only with a certain equity—generally around 
50 per cent. As the value of the land falls, therefore, the capacity to borrow and continue the operation is also 
reduced. There may be situations whereby farmers have a certain amount of equity, or enough equity, but are 
unable to borrow money and are therefore forced to make alternative decisions, such as lease the farm. Sadly, we 
are seeing lots of other social flow-on effects when families leave regional areas, such as a reduction in the 
number of people using schools, health facilities and sporting clubs and a reduction in ambulance drivers and 
Fire and Emergency Services Authority volunteers—all of those people are removed from rural communities. 
We see that every day. All of that comes back to the risk that is taken on by the primary industry in the 
agricultural region, which is of course agriculture. 

How can we mitigate that risk? What can we do? We are between a rock and hard place. Our terms of trade are 
now lower than they have ever been, banks are becoming more nervous about lending money and it is becoming 
more difficult to borrow money, and that all comes back to the amount of risk that exists. It is also very difficult 
psychologically on people who operate risky businesses. I do not have to tell members about the statistics on 
people involved in rural and agricultural industries who suffer depression, suicide, mental health issues and 
estrangement and who feel as though they are failures because they are part of the generation that has let the 
whole show down because they have not been able to manage their farms and are forced to lose the land that 
their great-grandfather cleared with an axe. That all comes with great personal and emotional cost and it all 
comes back to risk and the need to mitigate that risk. At the moment, farmers can buy a regular or conventional 
crop insurance product that enables them to cover, for instance, the event of a harvester catching on fire and 
starting a widespread fire that burns hundreds of hectares of crop before it is harvested. Farmers can take out an 
insurance policy based on a relatively low risk assessment, because it does not happen an awful lot, to cover 
them for fire. Should a farmer have 1 000 hectares planted, for example, he may pay a premium probably in the 
order of $5 000 to an insurance company that then mitigates that risk of fire to the insurance company. In the 
case of, say, 200 hectares being burnt out by fire, that farmer can expect to be paid what he would have received 
from the crop. That policy is actually a good insurance product. 

Similarly, farmers can mitigate the risk of hail—that is, hail in the form of thunderstorms. Imagine a tinder-dry 
wheat crop that is just about to be harvested being shred to pieces by a big hail storm, making it impossible to 
harvest. Whilst the grain is lying on the ground, it is totally inaccessible to the farmer and it cannot be sold. 
Farmers can also mitigate the risk of hail. However, that is where the ability of farmers to mitigate their risk 
ends. In the past farmers have not been able to mitigate the risk of drought and, more importantly, mitigate the 
risk of frost. Frost is an issue for farmers in August, September and early October. Imagine wheat crops and 
other crops up as high as the waist, with the wheat out in ear. I am sure members have seen pictures of the 
wheatbelt with beautiful wheat crops out in ear, in the sun and looking magnificent. At a certain time those 
wheat heads have tiny flowers and each seed has a tiny flower. If members remember their year 9 science, they 
will remember learning the stages of plant reproduction, and how that flower is a very important part of the 
production of that kernel of wheat in the wheat head. That can all be affected by an evening in which the 
temperature drops below zero, which often happens when there is big high pressure system and we get those 
beautiful sunny days and very cold nights—the further inland, the colder the nights become. Often there are 
nights of zero degrees or lower—we have had nights recorded down to minus six or seven degrees—at that time 
of year, and the outcome is catastrophic. All the wheat crops for hundreds of kilometres can be totally destroyed 
because the plant cycle has been interrupted by frost. The crop will look perfectly normal, but when the 
harvester, which is sometimes worth half a million dollars these days, is taken out into the paddocks, there is no 
grain because the kernels of wheat inside the heads were unable to form because that reproductive cycle was 
interrupted by the frosts.  

That has a significant consequence and it is a very cruel way to lose income. For some reason, it generally 
happens in better seasons, and all the money that has been spent upfront to grow the crop is lost. Sometimes 
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farmers may even apply extra nutrients because they think that they are in for a big year that could get them 
through the bad years. It is a really cruel twist when that income is taken away. Sometimes it can result in a 
100 per cent wipe-out for farmers; sometimes it might be worse in the valley floors where it is that little bit 
cooler but there could be areas further up on the rise where the crop is not affected as badly, or not at all. In some 
seasons frost can affect sand plains and sandy areas because they often experience colder soil temperatures at 
night than areas with clay-based soil. Cool evenings bring with them a significant game of Russian roulette. 
Many farmers lie awake at night hoping that their crops are not affected by frosts. 

There are two types of frost damage. One results from the sheer coldness of the evening and the other one 
happens when we get a sprinkle of rain at about four o’clock in the afternoon. Where the flag leaf meets the stem 
of the wheat plant, water may sit in a little circle around that flag leaf around the stem, and when that water 
freezes at night the result is similar to ringbarking a tree—it completely cuts off the flow of phloem and xylem to 
the head of the grain. It can also result in the heads going brown. It can look as though the crop has been 
sprayed—they are dead—and once again there is very little or no grain in those heads.  

Farmers lie awake at night very worried because there is absolutely nothing they can do about this weather event. 
It is part and parcel of our profession, but, sadly it is something that is happening more and more. There are 
a few reasons for that. One is climate change, and anyone who denies that the climate is changing is not in touch 
with agriculture at all; the climate is changing significantly. The other reason is that as programs get bigger and 
we want to make our machinery more efficient, we start seeding earlier and earlier in the year. Sometimes we 
will begin seeding, as many farms are doing now and as we are doing on our farm now, before the rain comes. 
We do that because we have to work back from the last date of seeding, which for us is 31 May. We work back 
from 31 May to when we need to start and work out how quickly we can get our seeding program done. Seeding 
machinery is very expensive, so we want to have just enough seeding machinery to get the job done, so we work 
back and we will usually start seeding around Anzac Day. Sowing the crops earlier means that the crops progress 
throughout the season in the normal manner, but they flower earlier. The earlier they flower the greater the 
chance that they will be affected by frost in late August and early September. If they flower in late September or 
early October, they are not affected so much by frost because the weather is warming up and the days are getting 
longer. This can result in a significant cost to Western Australia and I can only speculate what the cost is to 
farmers in Western Australia. In a bad year hundreds of millions, if not billions, of dollars could be lost. 

It would be good to be able to properly mitigate the risk of frost. There are some people around the world who are 
using tools that are way ahead of us in crop mitigation. As I pointed out earlier, two years ago very limited work 
was done in this space. A couple of years ago a company came to Western Australia on a reconnaissance mission 
and had a look around, and I commend the work of Hon Nigel Hallett, a member for the South West Region, in this 
area. Latevo International, in partnership with Allianz Insurance, offered a product so that farmers could mitigate 
the risk of frost and drought. It was very expensive in the early days and also required farmers to carry out an 
assessment at a cost of around $5 000 to get data for the insurance company to make a risk assessment, which 
included such information as previous yields, crop rotations and farming practices that individual farmers had 
undertaken. Each property needed its own assessment. It was a very thorough assessment, albeit at the cost of the 
landowner, and is certainly not an incentive for landowners to take this product because not only did it cost 
$5 000 but also they had to decide whether the premium was worth it to them. The extra $5 000, especially in 
a tough economic climate, meant that a lot of farmers were unable to afford that insurance. 

I think there was a role for the banks in that perhaps they could have put some funds towards helping out with 
those assessments because, after all, this insurance is certainly in the best interests of the banks. I will leave it to 
Hon Nigel Hallett to explain his circumstance. We have had a chat about this motion and he too is very 
passionate about the issue. When he has an opportunity to make some remarks, I am sure he will give the house 
his story. We will try not to repeat the information but I know he has been a driving force in this crop mitigation 
product. I have explained that we need to mitigate the risk and how we can go about it. I am informed that since 
then there are another three companies: Allianz Insurance has broken away from Latevo International and is now 
looking to introduce its own product. A company called Multi Peril Crop Insurance is also looking to introduce 
a product into Western Australia and I understand Lloyd’s insurance company of London is looking to come to 
Western Australia and perhaps more widely promote crop mitigation products. That is fantastic because all of 
a sudden there is competition in the market and farmers can have a choice. That $5 000 assessment is becoming 
more negotiable and some companies are not insisting on a $5 000 assessment. Clearly, when these products are 
taken up more widely by the agricultural industry, there will be a benefit for the state government—I know 
members opposite are interested in revenue—because stamp duty will be paid on all these policies. Anyone who 
takes out crop insurance or any other insurance policy knows that the state government has its hand out for 
a percentage of it. There is a benefit to the state government’s financial woes with such crop mitigation products. 

 [3] 



Extract from Hansard 
[COUNCIL — Wednesday, 13 May 2015] 

 p3559b-3562a 
Hon Darren West 

What can government do to help? Government can have a major role in this. Organisations such as DAFWA have 
the research capacity to provide data and assistance. Even organisations such as the CBH Group can provide 
reliable grain production records and the Bureau of Meteorology can provide historical data on rainfall events. 
Hon Jim Chown: Didn’t CBH underwrite some sort of policy as you’re advocating? 
Hon DARREN WEST: I will get to that and Hon Jim Chown will be able tell us all about that. 
Hon Jim Chown: I’m asking you the question. 
Hon DARREN WEST: One never asks a question unless one knows the answer. 
The ACTING PRESIDENT (Hon Alanna Clohesy): Order! Hon Darren West has the call. 
Hon DARREN WEST: There are companies around offering the product, but I will leave it to others to go into 
more detail on them because I do not have unlimited time. 
Organisations such as the Bureau of Meteorology can provide reliable rainfall data, and its predictions are 
getting better. I would not say it is a perfect science yet, but the Bureau of Meteorology and the Department of 
Agriculture and Food are working together to get better rainfall prediction models that will also be useful. Other 
government agencies, such as the Australian Bureau of Agricultural and Resource Economics and Sciences, and 
the Grain Industry Association of Western Australia and a lot of other organisations that track grain production 
and crop production can also step up to the plate and help. The government can install a Doppler radar system, 
which would be most useful in formulating and assessing risk for each property and season. Doppler radar can 
work out the subsoil moisture and make a more complete picture of exactly what the risks are for both insurance 
companies and farmers themselves. 
Debate interrupted, pursuant to temporary orders. 
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