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The Viability of a Crop Insurance

Investment Account:
The Case for Obion County, Tennessee
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What if, instead of the government sub-
sidizing crop insurance premiums, farmers
were allowed to set up investment accounts
from which indemnities would be paid? The
unsubsidized premiums would be deposited
into an investment account and allowed to
accumulate. When a defined indemnity was
warranted, funds would be expended out of
the account. The government would guaran-
tee the indemnity if it exceeds the fund bal-
ance. These guarantees would be repaid in
years when premiums exceed indemnities.

If it could be shown that over time the
investment accounts are positive, substan-
tial savings, in terms of premium subsidies
could be realized. These accounts could
also be utilized as a farm equity source or
retirement benefits.

This seminar presents an analysis of
just such an alternative risk management
scheme, utilizing data from Obion County,
Tennessee to assess potential costs and
performance.
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