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It seems more than fair to say that we have 
much to consider as we begin the New Year 
with our nation and our economy still in the 
throes of the pandemic and, in addition, as we 
greet the incoming transition of a new political 
Administration. In such an environment, we 
might be well served to consider the sage advice 
of the Zen master:

Watch out for the transitions. They are 
times of danger when the present situation 
is ending and the next situation hasn’t yet 
begun. Those gaps are the places where 
awareness can most easily be lost. It’s like 
going through a doorway. If you barge 
through without caution, you open your-
self to disruption on the other side. In fact, 
you invite chaos.
—Vajra Regent Osel Tendzin (taken from Zen 
Golf: Mastering the Mental Game by Joseph 
Parent, 2002, Doubleday Publishing)

With transitions ahead and the possibility of 
chaos, I decided to delve into the archives to see if 
there was anything that might provide guidance 
for the road ahead. Fortunately, I stumbled across 
some “crop insurance retro” that struck a chord 
(there are worse puns). 

Leading up to be the 2014 Farm Bill, Keith 
Collins1 and I penned an article entitled “Ten 
Considerations Regarding the Role of Crop 
Insurance in the Agricultural Safety Net.” 
The piece can be found in Choices Magazine, 

a publication of the Agricultural and Applied 
Economics Association. As the 2014 Farm Bill 
was being debated, much of the discussion was 
focused on the farm safety net and the role crop 
insurance. Since that time, two Farm Bills have 
been enacted, the 2014 bill and the 2018 Farm 
Bill. In both bills, the role of crop insurance has 
been solidified as the essential element of the 
farm safety net. 

After reconsidering the original “Ten Con-
siderations” and contemplating the road ahead 
I felt compelled to include two additional 
thoughts (considerations) and end up one shy 
of a “Baker’s dozen.” So, with this, we will be-
gin the first in a four-part series of these posts 
in Crop Insurance TODAY® in 2021. In this 
piece we will simply enumerate each of the 12 
considerations and in each subsequent issue 
expand on these topics in more depth. In what 
follows, the original 10 are taken verbatim from 
the 2013 Choices article, and the remaining two 
thoughts are new material.

Without further adieu—The 12 Considerations

 1. Is there a public interest in a resilient, finan-
cially sustainable and competitive industry 
that produces the nation’s food and is sub-
ject to natural disasters and other shocks? 
This question begs the old adage (and well-

worn bumper sticker—back in the day) “if you 
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eat, you are involved in agriculture.” The public’s 
interest in the provision and security of the food 
sector would appear to be self-evident. Perhaps 
the most obvious evidence of this public interest 
is best demonstrated by the fact that the food sec-
tor was categorized as an “essential” industry at 
the onset of the pandemic.

 2. Should there be taxpayer (government) 
support for a farm safety net?
Given a public interest in agriculture, should 

there be taxpayer support for those in agriculture 
engaged in the production of the nation’s food 
and fiber? The past several years has seen unprec-
edented levels of farm income support. What 
does the future hold?

 3. What is the willingness and ability to spend 
on the farm safety net?
To me, this has been and will continue to 

be the fundamental question. Stay tuned for 
future episodes.

 4. Should the safety net be ex ante or ex post?
Crop insurance is an ex-ante process. That is, 

farmers are required to proactively manage their 
risks. This ex-ante characteristic of crop insur-
ance, especially in the presence of public fund-
ing, would seem to be beneficial well beyond the 
farm gate. 

 5. Is the safety net income support or risk 
management? 
The distinction between income support and 

risk management can be viewed as the difference 
between raising income (support) or redistribut-
ing income over time (insurance). Both income 
support and risk management have characterized 
farm policy for quite some time. As Elton John 
would sing, “Where to now Saint Peter?”

 6. Is current risk sharing optimal?
For federal crop insurance, risk is shared 

between the private sector delivery system and 
the government as defined by the Standard Re-
insurance Agreement (SRA). Risk is also shared 
among insured farmers, private insurance car-
riers and the government. How are these risk 
sharing arrangements determined and are they 
in some sense “optimal?” 

 7. What is the role of area versus individual 
plans?
The 2014 Farm Bill saw the emergence of 

large-scale shallow-loss area plans, namely SCO 
and STX. PRF along with the recently developed 
HIP-WI and the more recently introduced ECO 
can also be characterized as area-triggered en-

dorsements. What is the future role of area plans 
in relation to individual coverage which continues 
to be the predominant form of crop insurance?

 8. Should the safety net be incentivized?
Economic incentives in government pro-

grams are ideally designed to achieve more ef-
ficient outcomes that benefit participants and 
stakeholders both individually and collectively.  
The question would seem to answer itself in the 
affirmative. The next issue is the design phase. 
Ergo Consideration number 9.

 9. Can the current incentive structure be 
improved? 
Federal crop insurance program is character-

ized by various forms and levels of economic in-
centives including farmer premium support and 
risk sharing. Is the current incentive structure 
yielding the desired policy outcomes? What are 
the appropriate metrics?

 10. Is crop insurance distortionary?
Ideally, economists would prefer that public 

programs tied to public funding be non-distor-
tionary. That is, does the existence of publicly 
supported crop insurance result in individual be-
havior that is inconsistent with “ideal” behavior 
in the aggregate that would have resulted in the 
absence of publicly supported crop insurance? 

“The New Two” 
 11. Can and/or should crop insurance be used 

to achieve multiple policy objectives?
With the 2014 Farm Bill, conservation com-

pliance was required in order to be eligible for 
crop insurance premium support. In 2019, the 
crop insurance delivery system was utilized to 
distribute agricultural disaster funding. Under 
what conditions should crop insurance play a 
role in the delivery of policy objectives outside its 
primary mission?

 12. Do crop insurance and ad hoc disaster assis-
tance programs work together or are they 
mutually exclusive?

Following the 2012 drought—the worst disas-
ter to befall U.S. agriculture since the Dust Bowl 
era—crop insurance was celebrated by policy-
makers for its effectiveness in avoiding the pas-
sage of ad hoc assistance. In the past few years, 
we have witnessed unparalleled levels of ad hoc 
support for the farm sector for reasons outside 
the traditional crop insurance cause of loss port-
folio. What is the path forward?

The Road Ahead
The 12 considerations presented here are ob-

viously not exhaustive and there is some degree 
of overlap. For the next three issues of TODAY®, 
we will perform a deeper dive on each of these 
“Considerations” taking them four at a time.  
This will allow for a bit more discussion of each 
topic and hopefully a fair assessment of the pros 
and cons of each issue.

In This Issue
For the first issue of 2021, we look back at 

what happened in 2020 within NCIS and the 
crop insurance industry. It was obviously a chal-
lenging time, but the industry persevered in its 
“essential business” status to ensure that Amer-
ica’s farmers and ranchers had the risk man-
agement tools they need to continue to feed the 
United States and the world.

In his latest edition of “What’s Growing On?” 
Dr. James Houx, NCIS, explains carbon seques-
tration and the role of agriculture in reducing 
greenhouse gas emissions. There will be addi-
tional articles on this topic in future issues of 
TODAY®, that will focus on more specific areas of 
green agriculture and how crop insurance might 
be impacted.

The 2021 Claims Manager Conference was 
held virtually January 20-21 with more than 270 
claims supervisors and trainers attending. The 
conference covered some very unique topics 
including a presentation on green agricultural 
policy, which focused on greenhouse gas emis-
sions and carbon sequestration in agriculture, 
and a legal panel on arbitration and how com-
panies can be better prepared when entering 
the arbitration process and how best to avoid 
it altogether.

This issue concludes with an introduction 
to fourth generation Idaho farmer, Jamie Kress, 
who says crop insurance is critical to her farm 
and has kept them in business several times.

We hope that you enjoy this issue of  
TODAY® and that you have a safe and  
successful 2021!
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