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As part of the 2018 Farm Bill, Congress acknowledged that current Federal insurance
offerings may not meet the needs of all producers, particularly those that sell
through local and regional food markets.? Given the growth in these markets,
particularly by small, mid-scale, and beginning operations, Congress requested that
additional attention be paid to amending or developing crop insurance products
that help manage the operations' risks. This research provides descriptive statistics
of the utilization of Federal crop insurance by U.S. farms and ranches that sell
through local food markets, noting gaps in participation.
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Figure 1. Proportion of U.S. producers selling through local food markets with and without
crop insurance, by market channel

» Across market channels, between 18% and 25% percent of local food operations
report positive Federal crop insurance expenses.

» Pairwise tests comparing producers with and without Federal crop insurance across
market channels indicate that the number of producers with positive crop insurance is
statistically different when comparing direct-to-consumer only to intermediated only,
as well as when comparing direct-to-consumer only to direct and intermediated.

TLocal food is defined as the sale of food for human consumption through both direct-to-consumer and
intermediated marketing channels. Direct-to-consumer marketing channels include sales direct to end
consumers, such as farmers markets or roadside stands. Intermediated marketing channels involve food sold
by a farm to an intermediary, including sales to institutions or regional distributors.
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Key Takeaways:

» Larger-scale local food
operations are more likely to
have Federal crop insurance
expenses.

» Little variation in Federal
crop insurance expenditure
exists when comparing
across different types of local
food markets (i.e., direct-
to-consumer only sales,
intermediated only sales, and
a combination of direct-to-
consumer and intermediated
sales).direct-to-consumer
sales.

» Less than 25% of operations
with local food sales have
positive Federal crop
insurance expenditures.

» Smaller-scale local food
operations appear to face
particular barriers accessing
Federal crop insurance.
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Data are from the 2013-2016 U.S. Department of Agriculture’s
(USDA) Agricultural Resource Management Survey (ARMS), the
USDA's primary source of information on the financial condition
of U.S. farm businesses. It is an annual, nationally representative
survey that targets farms in the 48 contiguous states, with a
focus on the core agricultural states.
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Figure 2. Proportion of U.S. producers selling through local food markets with and
without positive Federal crop insurance expenditure, by scale

»  The proportion of local food producers with Federal crop
insurance increases as operations get larger, ranging from 6% for
producers between $1,000 and $74,000 in gross cash farm income
(GCFI) to 50% for producers with over $1M in GCFI.

» There are significant differences in the proportion of producers
selling through local food markets with and without Federal crop
insurance across all scale categories.

Data Sources:

Jablonski, B.B.R., Hadrich, J., Bauman, A. 2021. The role of Federal crop insurance for farms
and ranches that sell through local food markets. Agricultural Finance Review. In press.
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Policy Implications

The majority of local food operations are
not utilizing Federal crop insurance. The
same is true for opertaions with GCFI less
than $1M. Therefore, emphasis on reviewing
Federal crop insurance polcies should be

on both local food and small- and mid-scale
operations.

Smaller-scale local food operations may
face particular barriers when it comes to
record-keeping requirements in order to
satisfy insurers. Accordingly, existing policies
may need to continue to be shifted to place
less record-keeping burden on small-scale
operators.
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