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This study analyzes the potential synergies and 
conflicts of interest between farmers and insurers in 
the selection of an optimal crop insurance contract. 
Special attention is given to how climate information 
influences this decision-making process. To do so, 
we consider a representative 40 hectares, rainfed, 
cotton-peanut farm located in Jackson County in 
Florida. Our results show that year-to-year ENSO-
based climate variability affects farmers’ income and 
insurers’ gains according to crop insurance 
contracts. Additionally, introduction of ENSO-based 
climate forecasts presents a significant impact on 
the selection of a particular contract. We conclude 
that insurers and farmers can bridge their divergent 
interests by improving their understanding of the 
effect of climate conditions on the development of 
sustainable business plans. 
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Jackson Co., FL (30.774N, 85.226W) farm

40 ha, non-irrigated, 50% peanut, 50% cotton

Dothan Loamy Sand soil type

65 (1939-2003) ENSO phases

Most popular crop insurance contracts

Premium subsidies included for insurer

Implications

ENSO climate variability impacts farmer and 
insurer crop insurance selection

Conflict of interest exists, but seems workable

Premiums and/or subsidies could be decreased 
or better assigned

Consistent with previous studies: Crop 
insurance could be privately promoted

Further study including spatial distribution

A stochastic non-linear whole-farm model was implemented to select optimal 
crop insurance combinations according to ENSO phases and risk aversion 
levels. However, the implemented model differed between farmer and insurer 
to account for their own specific business goals. The farmer’s case was 
evaluated by maximizing a constant relative risk aversion utility function; 
whereas, the insurer’s optimal choices were computed using a minimization 
of losses framework constrained by a conditional value-at-risk model 
(CVaR).
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