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e Crop insurance subsidies are consistently heavily concentrated on the largest farms.
The largest 10 percent of farms receive 56.4 percent, and the largest 5 percent receive

36.4 percent, of all crop insurance subsidies.

e Crop insurance subsidies per acre are larger for larger operations. The largest 1 percent
of farms receive an average of $41 per acre, compared to $24 per acre for farms in the
80-90 percent range and $22 per acre for farms in the 50-80 percent range.

e The largest farm owners have high levels of wealth and income. The top 1 percent have
an average adjusted gross income (AGI) of $1.5 million and average wealth of $15.7 mil-
lion, eight times the AGI and five times the total wealth for farms in the 80-90 percent
range and 12 times the AGI and nine times the total wealth for midsize farms in the

50-80 percent range.

It is often difficult—and in many situations seem-
ingly impossible—for the major US political parties
to find common ground. However, many members
of Congress agree on one issue, regardless of their
party affiliation. Whether the vehicle is crop insur-
ance subsidies, price and income support programs,
or ad hoc disaster relief, for decades a bipartisan
congressional tradition has been that the federal
government should give farmers substantial subsidy
checks, regardless of the state of the farm economy.

In 2022, little has changed with the politics of
taxpayer-funded payments to farmers, even though
as a group farm families and farm business owners
are much wealthier and enjoy substantially higher
incomes than the average US household does.!
Currently, there appears to be little serious discus-
sion about moderating farm payments in the forth-
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coming 2023 Farm Bill. This is despite the agricul-
tural sector as a whole enjoying well-above-average
net farm incomes in 2021 and the agricultural sec-
tor expecting even higher revenues and incomes in
2022. Further, the sector is projected to receive
above-average incomes in the next few years, albeit
at slightly lower levels.?

Taxpayers with no vested interests in farm pro-
grams rarely weigh in on this issue, in part because
annually farm subsidies, which run between $20
and $25 billion in most years, make up a miniscule
fraction of the total federal budget, estimated to be
over $6 billion in 2022.3 Nevertheless, especially
because farm program outlays are heavily concen-
trated on fewer than 200,000 farms, we must con-
sider what programs are being supported and
whom these funds ultimately benefit.



Figure 1. Percentage Share of Total Crop Insurance Subsidies by Crop Sales Quantiles,

Average, 2012-19
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Source: Authors’ calculations using data from the Agricultural Resource Management Survey.

In this report, we use farm-level data from the
annual national Agricultural Resource Management
Survey (ARMS) implemented by the US Department
of Agriculture Economic Research Service to eval-
uate how crop insurance subsidies are distributed
across farms. We focus on crop insurance policy
premium subsidies since that is the annual mecha-
nism through which direct payments are made to
farmers. Those subsidies are a consistent indicator
of the expected and annual average flow of program
benefits from taxpayers to farmers over time.# We
examine the subsidy amounts paid to farmers
based on each farm’s crop sales, allocating each
farm to sales quantiles (for example, farms falling
in the lowest 10 percent or highest 1 percent when
ranked by such sales) to sort farms by size. This
approach follows methods introduced in recent
peer-reviewed academic research.s

We explore the distribution and level of subsi-
dies received by farms of different sizes using the
annual ARMS data for 2012-20, during which the
key elements of the current federal crop insurance
system—access to revenue-based and yield-based
insurance and the structure of subsidy rates—have
been relatively stable, even though new federal
crop insurance products have been added since 2012.

Crop Insurance Subsidies Are Extremely
Concentrated

One notable aspect of crop insurance, as opposed
to other federal assistance programs, is that there

AMERICAN ENTERPRISE INSTITUTE

is almost no means testing. Because the subsidies
are largely tied to the value of production, the ben-
efits to individual farm businesses and owners are
essentially unrestricted. Consequently, the wealth-
iest and largest farm owners and farm businesses
receive the largest benefits.

Figure 1 shows that since 2012, farms ranked as
the smallest 80 percent in size received only 23.3 per-
cent of all crop insurance subsidies. In contrast,
the largest 1 percent of farms received 9.9 percent,
the top 5 percent received 36.4 percent, and the top
10 percent received 56.4 percent of all crop insur-
ance subsidies. Stunningly, well over half of all
crop insurance benefits flow to the largest 10 per-
cent of farms.

Crop Insurance Payments Are Larger
for Larger Farms

That larger farms receive larger payments might
not be surprising, given they simply have more acre-
age. For example, as shown in Figure 2, annually
the largest 1 percent of farms on average receive
around $84,832 in subsidies, while midsize farms,
widely viewed as falling in the soth-8oth percentile
range in crop sales, receive around $5,853 (about
7 percent of the payments the largest farms get).
Moreover, as Figure 2 also shows, the relationship
between subsidies per farm and farm size is posi-
tive and appears to grow at an increasing rate. This
is because larger farms tend to be more productive.
Thus, because subsidies are linked to crop yields



Figure 2. Real Crop Insurance Subsidy Amounts, Average, 2012-19
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dollars to account for the effects of inflation.

Source: Authors’ calculations using data from the Agricultural Resource Management Survey.

and the area to which they are planted, large farms’
productivity advantages lead them to receive more
subsidies on each acre they insure. Using the same
comparison as before, the largest 1 percent of farms
received an average of $40.54 per acre, almost dou-
ble the average benefit of $21.53 per acre received
by farms in the 5oth-8oth percentile.

Crop insurance is unique in that it provides
larger benefits to those operations that already
have a production advantage over smaller opera-
tions. It is hard to buy the argument that crop insur-
ance is protected to “save the family farm” when,
on a per-acre basis, the program is clearly designed
to provide twice the benefits to larger and more
productive operations, rather than focusing on
those operations that do not have the capital
reserves to invest in productivity-enhancing tech-
nologies and resources.

The Largest Farms Also Have Higher
Levels of Wealth and Income

Clearly, the largest farms receive the majority of
crop insurance subsidy benefits. So, we explore a
little more about the financial characteristics of
these farms and their owners.

Midsize farms (those in the 5oth-8oth percen-
tile) have average annual adjusted gross incomes of
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$129,900, total wealth of $1.8 million, and crop
sales over $125,000 (Table 1), which are signifi-
cantly higher than the annual incomes and wealth
of nonfarm US households.® However, the house-
holds that operate larger farms enjoy much higher
incomes and are much wealthier than midsize farm
households. Farms in the top 1 percent are nine
times wealthier than midsize farms, have adjusted
gross incomes that are 10 times higher, and have
crop sales that are 60 times higher,” which has
been consistent over the past decade and is consid-
ered a “baked-in” feature of the program.

The farm lobby’s most frequently cited rationales
for subsidizing federal crop insurance programs
include the claims that the program increases food
security, saves the family farm, or improves food
system efficiency and consumers’ health. The data
unambiguously show that the farms receiving the
overwhelming majority of crop insurance subsidy
payments are large; owned and operated by
wealthy, high-income families; and face little risk
of financial failure, a finding consistent with those
reported by many other studies.® The program’s
impacts on food security are therefore almost cer-
tainly minimal and more likely nonexistent.

Further, as other studies have demonstrated,
about 70 percent of all subsidies go to corn, soy-
bean, and wheat producers, and few go to fruit and



Table 1. Farm Income and Wealth by Crop Sales Quantiles

Adjusted Farm Average Total Farm

Crop Sales Household Gross Income Household Wealth Total Crop Sales
Quantiles (US Dollars, Thousands) (US Dollars, Thousands) (US Dollars, Thousands)
0-50 103.9 804.9 12.0

50-80 129:9 1,760.2 125.3

80-90 194.5 3.117.8 439.9

90-95 293.4 4,214.6 853.1

95-99 503.0 6,458.9 1,743.0

99-100 1,547.3 15,717:3 7,498.0

Note: Adjusted gross income and wealth estimates are for the farm household that owns the farm.
Source: Authors” calculations using data from the Agricultural Resource Management Survey.

vegetable producers. Thus, the claim that consum-
ers are being provided less costly healthier food
options seems even less plausible.

Conclusion

Despite some policymakers’ and lobby groups’ highly
questionable assertions that the federal crop insur-
ance program is essential to save the family farm,
the view that “the purpose of a system is what it
does” is likely far more relevant.? If these programs
were intended to save the family farm, then surely
their benefits would be targeted toward farms that
are more financially vulnerable.

In farm bill debates over the past three decades,
tools have been proposed that would target rela-
tively more benefits to midsize and smaller farms
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that face more severe financial risks. However, pol-
icymakers have consistently dismissed those pro-
posals, often in response to complaints by major
farm lobbying groups. Examples include implement-
ing modest caps on federal crop insurance subsidy
programs, a concept that has been vigorously
opposed by lobbies representing both private crop
insurance companies and major farm interest groups.

If policymakers are serious about protecting
modest-sized family farms that financially are
most at risk, then they need to get serious about
targeting federal program benefits to those farms.
In an upcoming report,'° based on recent research
by Eric Belasco, we will evaluate current proposals
that are intended to refocus benefits to small and
midsize farms through a range of subsidy caps
based on subsidy levels, adjusted gross income,
and value of production.
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