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The House and Senate are considering farm bills 
that would eliminate direct payments to farm-

ers.1 These are payments that farmers receive 
regardless of whether they grow any crops. Direct 
payments provide an incentive for farmers to partic-
ipate in a program called conservation compliance 
that conditions federal benefits on farmers comply-
ing with certain conservation practices.

By eliminating direct payments, the bills would 
remove this incentive to participate in conserva-
tion compliance. In response, the Senate, unlike the 
House, has included a provision in its bill that makes 
receipt of crop insurance benefits contingent on con-
servation compliance. This provision is misguided 
and does not respect the fact that farmers, not the 
federal government, are the best stewards of their 
land.

Conservation Compliance. Conservation com-
pliance, which Congress introduced in the 1985 farm 
bill, was made mandatory for crop insurance par-
ticipants until 1996, when Congress removed it in 
an effort to entice more farmers to participate in the 
crop insurance program.2 Currently, the two major 
programs connected to conservation compliance are 
conservation program payments and direct payments.

Conservation compliance places two demands in 
return for crop insurance benefits:

1. Farmers may cultivate highly erodible land only 
if they develop government-approved conserva-
tion systems to address soil erosion, and 

2. They may not convert wetlands to crop produc-
tion.

Two Wrongs Do Not Make a Right. Farmers 
have a strong incentive to maintain their property. 
For many farmers, their very livelihood depends on 
the condition of the land. In 2010, farm real estate, 
including both land and structures, accounted for 85 
percent of the total value of farm assets.3 Property is 
so important to their bottom line that farmers have 
every reason to be committed to the long-term via-
bility of their land.

Crop insurance can also create perverse incen-
tives that might alter how farmers use their land. 
When taxpayers, not farmers, bear much of the risk, 
farmers could make environmentally unfriendly 
decisions regarding their properties that they would 
otherwise not make. In 2000, taxpayers subsidized 
37 percent of the premium subsidies that farmers 
received under the crop insurance program. In 2011, 
that number was 62 percent.4

The problem, though, is with crop insurance and 
its negative effects, not with farmers and the use of 
their property. Congress should not try to solve bad 
policy by creating another bad policy, especially one 
that harms property rights. The federal government 
should reform crop insurance and should not inter-
fere with property rights and land use decisions to 
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address some possible harms that federal policy may 
have encouraged in the first place.

A Disconnected Approach. Crop insurance is 
designed to minimize risk to farmers. Conservation 
compliance, on the other hand, is designed to pro-
tect the environment.5 Linking the two is a forced 
attempt to develop an incentive to increase con-
servation compliance using two primarily unre-
lated programs. as it is, conservation compliance 
is already connected to conservation program pay-
ments, both of which are related.

The Impact of Eliminating Direct Payments. 
Even if direct payments were eliminated, most of 
the farms participating in conservation compli-
ance would still have been participants because they 
received conservation payments.6 If crop insurance 
were tied to conservation compliance, a significant 
number of farms with crop insurance but not par-
ticipating in conservation compliance would have 
become subject to conservation compliance for the 
first time. There were 53,000 such farms, or about 
16 percent of all farms that received crop insurance 
in 2010.7

Undermining the Goal of Increasing Crop 
Insurance Participation. One major goal for the 

crop insurance program has been to increase par-
ticipation rates. Taxpayers are paying far more than 
ever to subsidize premium subsidies for this very rea-
son. yet, ironically, at the same time that participa-
tion rates are a major goal, conservation compliance 
is being proposed even though it would likely pro-
vide a disincentive to participate in the crop insur-
ance program. This is not unusual when it comes to 
farm programs, which are filled with inconsisten-
cies and programs that work against each other.

Reform Crop Insurance, Respect Property 
Rights. as the House and Senate move forward 
with their farm bills, they should make significant 
reforms to crop insurance, including setting caps on 
the premium subsidies that farmers can receive and 
reducing the percentage of premium subsidies cur-
rently paid for by taxpayers. They should not, how-
ever, try to solve potential problems connected to 
crop insurance through disrespecting the property 
rights of farmers.
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