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Issue Brief

2007 Health Insurance Survey of Farm and Ranch Operators

This is the first in a series of issue briefs examining healthcare costs and their consequences on farm and ranch families in

the Great Plain states.

OVERVIEW OF FINDINGS

Introduction

Research has clearly documented that unaffordable medical bills and resulting medical debt affect significant
portions of the United States population. A 2005 survey by the Commonwealth Fund found that more than one-
third (34%) of adults ages 19 to 64 had medical bill problems in the past year. Although the uninsured are most
at risk of having medical bill problems and medical debt, many people with insurance are vulnerable as well. The
Commonwealth Fund survey found that more than a quarter of people continuously insured over the previ-
ous year had medical bill problems or medical debt.! Another study estimated that 15.6 million Americans were
underinsured—that is, with insurance but at risk of having medical bill problems. 2

Kansas Farmers Union, surveyed Kansas farmers

about these issues.?® The study revealed that while
virtually all respondents and their family members were
insured (95%), nearly a third (29%) of non-elderly
respondents had medical debt. However, this study
did not gather information
- about the source, type, or
characteristics of respon-
dents’ health insurance, nor
did it gather information
R N 3 about the financial burden of
f ’HEA}THCAR}E IN  healthcare expenses on farm
%URAL MERIC‘\ . families more generally. The

2l " Access Project thus joined

with the University of North Dakota Center for Rural
Health and Brandeis University to gather these data
systematically and on a larger scale. Data were collect-
ed through a telephone survey of over 2,000 non-cor-
porate farm and ranch operators in seven states: Iowa,
Minnesota, Missouri, Montana, Nebraska, North Dakota,
and South Dakota.

In 2006 The Access Project, in collaboration with the

The impact of healthcare costs on non-corporate farm
and ranch operators is significant for a number of
reasons. First, family farms dominate U.S. agriculture.
Most farms (98%) are family (non-corporate) farms,
and they collectively generate 85 percent of the value
of production.* The market value of agricultural prod-
ucts produced in the seven states included in this study
accounts for more than one-quarter of the total U.S.

agricultural market.> The agricultural economy also
affects the rest of the states’ economies—in Nebraska,
for example, one in every four jobs is connected to
agriculture.®

Many studies have shown that unaffordable medical

bills and medical debt significantly affect families” overall
financial stability. Healthcare expenses can lead to hous-
ing problems,” increased credit card debt,® ruined credit
records,® and in the worst cases bankruptcy.® For farmers
and ranchers, healthcare expenses have the potential to
affect not only their families” economic security but the
financial viability of their businesses, which in turn may
impact the larger economy.

Second, as small business people and often as sole
proprietors, farm and ranch operators are much more
likely than the population at large to purchase insurance
in the non-group, as opposed to the employer-sponsored,
market.!! Those who purchase insurance in the non-
group market are more likely to face financial strains due
to medical costs than other insured people. A 2006 study
by the Commonwealth Fund found that almost twice as
many adults covered by non-group insurance spent more
than ten percent of their income on medical expenses
and premiums as those covered by employer-sponsored
insurance.!? The impact of healthcare expenses on the
lives and businesses of farmers and ranchers may thus
have implications for other small business or self-em-
ployed populations.
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About This Issue Brief

This issue brief provides key demographic and
insurance findings from the survey. It discusses
the age, ethnicity, and income of respondents,
their health insurance status, the source of their
insurance coverage, and whether healthcare ex-
penses contribute to other financial problems,
overall debt, and reduced access to healthcare.

Future Issue Briefs

Future briefs will examine findings in greater

depth.Some issues they will address include:

® The relationship between specific insurance
characteristics and out-of-pocket expenses.

® The levels and sources of out-of-pocket
healthcare expenses.

® The contribution of demographic and
insurance policy characteristics to financially
burdensome healthcare costs.

® The financial, health, and access conse-
quences of healthcare costs.

® Which farm and ranch families are most
likely to accrue medical debt.

® Which farm and ranch families are most
likely to be uninsured.

Project Funding

Generous financial support from the W. K. Kel-
logg Foundation, the Mid-lowa Health Founda-
tion, the Missouri Foundation for Health, the
lowa Department of Public Health, the Min-
nesota Office of Rural Health and Primary Care,
the Nebraska Office of Rural Health,and Ameri-
cans for Health Care made this project possible.
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Finally, while farm and ranch operators have higher average in-
comes and significantly higher net worth than U.S. households
as a whole, this may not always translate into immediately
available cash. Much of the net worth of farm households is
illiquid and not available to spend on consumption because it is
largely based on assets necessary to continue farming.'* While
farm and ranch households have higher median household net
worth than self-employed households generally, they also have
lower median household incomes,'* and they often experience
great variations in income.'® These circumstances may affect
their ability to respond to healthcare expenses as they arise.

Study Data and Methods

The data for this project were collected through a telephone
survey of farm and ranch operators. The survey was devel-
oped based on a review of the literature on health insurance
and medical debt and on input from an advisory group of rural
health policy experts. The survey gathered information about
respondents and their families” health insurance status, the
amounts of their insurance premiums and deductibles, the
types of services their insurance covered, the financial burden
of healthcare costs on families and businesses, and the ex-
istence of medical debt. It also gathered basic demographic
information.

The sample population was drawn from the United States
Department of Agriculture’s National Agricultural Statistics
Service current comprehensive list of farm and ranch operators
in Montana, North Dakota, South Dakota, Nebraska, Minnesota,
Iowa, and Missouri. Respondents had to be over 18 years of
age and no older than 65. The sample was also limited to farm-
ers and ranchers with individual or partnership type operations.
The list was sorted at the state and county level to assure a
representative geographic distribution.

An initial letter explaining the importance of the project was
sent to each farm and ranch operator included in the sample.
The letter was signed by David Knopf, the Director of the

North Dakota Field Office of the National Agricultural Statistical
Services, United States Department of Agriculture (USDA), who
was the project manager for the data collection.

The survey instrument was pre-tested with farmers and ranch-
ers in January 2007 and revised based on the pre-test results.
Fielding of the final survey began in February 2007 and was
completed in March 2007. The original sample of 3,184 was
adjusted to reflect the 654 operators who were inaccessible
either because their phone numbers were disconnected or
because surveyors were unable to reach them after between
seven and 16 dial attempts. A total of 2,017 farm operators
responded to the survey. The response rate, based on the
adjusted sample size of 2,530, was 78.5 percent. Descriptive
and bivariate analyses were conducted.
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Findings

Demographics Household € Fig.1 o q
The vast majority of the respondents were male (91%), Caucasian ousehold Composition of Respondents
(97%), married (86%), and over the age of 44 (79%).

Over half of the respondents lived with their spouse only, while 36 Livedw/h§|r2‘ouse
percent said they lived with their spouse and one or more children. o ;60'/0 0
One out of ten respondents reported they lived alone. (See Fig. 1.)

Live w/ spouse

The median family size was two. 51%

Structure of Business Operations
The sample was designed to exclude corporate farms and ranches, although five percent of respondents said
that their businesses were incorporated. Ten percent owned their farm or ranch as a partnership, while over
80 percent were sole proprietors. Fifty-five percent of respondents reported that farming or ranching was their
principal occupation, while 38 percent reported their principal employment was off the farm.

Fig.2
Respondent Household Income
Income

Respondents’ incomes covered a broad range. Most
respondents had net household incomes between $40,000-
$99,999. Thirty-seven percent reported incomes less than

$100,000 and above

$40,000, while about 14 percent had incomes over $100,000. (See <$4°;°°°
Fig. 2.) The median percentage of household income derived from $40,000- 37%
farm and ranch operations was 50. $99,999

49%

Health Status
Almost two-thirds of the respondents (63%) said they were in excellent or very good health, and more than
one quarter (28%) said they were in good health. Only nine percent reported they were in fair to poor health.
Nationally, 12 percent of all adults (not just those under age 65) said they were in fair or poor health.!¢

Insurance Status

Over 90% of the respondents said all members of their households had been continuously insured during the
past year. This was much higher than the 72 percent of adults nationally who reported that they were insured
all year.'” (The national survey asked about non-elderly adults only, not about all family members.) About

five percent reported some family members had been without health insurance coverage during part of the
past year. This was slightly lower than a national figure of nine percent of adults who were uninsured in the
previous year.'® Five percent of respondents said no one in their family had health insurance coverage dur-

ing the past year. Eighty percent of the respondents with health insurance indicated that all members of the
household were covered by the same insurance policy, while about 20% said family members were covered by
different insurance policies.

Reasons for Not Having Health Insurance

Three out of four uninsured respondents reported that they did not have health insurance because the pre-

miums were too expensive. (Uninsured respondents included those in households in which any or all family
members were uninsured for part or all of the previ-

It is difficult for an independent business ©YS year.) Only three percent of the uninsured re-
9 spondents said they did not have coverage because

to afford, especially in farming. they did not see the value of health insurance.
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Sources of Health Insurance

More than half of the respondents received their health insurance through off-farm or off-ranch employ-
ment—either their own or their spouse’s. About one-third of respondents purchased health insurance
directly from an insurance agent. This is significantly higher than the national average; nationally, only eight
percent of insured Americans purchase insurance in the individual market.'® Other sources of health insur-
ance included government sponsored health insurance such as Medicare, Veterans Administration benefits,
and Medicaid. (See Fig. 3.)

Fig.3

Sources of Health Insurance
Among Those with Health Insurance

If1did not have to pay health insurance
coverage, | could devote all my time to farming
and make more money, but | have to work in

Public program
10%

town to afford health insurance coverage. o
Direct purchase
36%
Off-farm or ranch
I have excellent coverage through my wife’s Ll
employer. If | had to purchase it outright, |

»

probably wouldn’t be able to afford it.

Sources of Payment for Healthcare Costs

Although almost all of the respondents had insurance, more than one quarter (26%) reported also having
to pay out of pocket for health care. (Out-of-pocket expenses included deductibles, co-insurance, co-pay-
ments, and payments for uncovered services, but excluded premiums.) The mean amount that households
spent on out-of-pocket expenses was about $1,700. Of those with out-of-pocket expenses, about two-thirds
(65%) paid this money from their savings, ten percent borrowed money from a bank or payday lender, and
ten percent incurred credit card debt. Other methods of payment included borrowing against a home or
business (7%) and withdrawing money from retirement accounts (4%). (See Fig. 4.)

<«

Medical costs are way out of line,
the insurance company’s cost have
gone way beyond affordable, when

Fig. 4

Resources Used to Pay for Healthcare Costs
for Those Who Had Out-of-Pocket Costs

CreditCard ~ Other
10% 2%

income has stayed the same. )

Borrow from others
1%

({4
We just make the deductible and

then the year is over, so we never re-
ally feel the benefit from having the
insurance. We are paying everything
at 100%. If the deductibles were lower
and the cost not so high, it would ben-
efit the farmers and ranchers. )7

Bank or Payday Loan
10%

Home or Business
oan

Savings
L 65%
7%

Retirement account

4%
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Financial Burden of Healthcare Costs <
Almost one in four respondents indicated that Insurance is a big strain on a farm fami’y.

healthcare expenses contribute to their financial A o et e e o et o
problems. This is similar to figures suggested by year, 9

national surveys; for example, one national survey essential things to pay for insurance.
found that 26 percent of continuously insured non-
elderly adults had medical bill problems.?

Financial problems cited by respondents included My husband has to work to get health

difficulty paying other bills, difficulty paying the insurance. He wanted to farm more...the only
rent or mortgage, being forced to take off-farm reason he is a part-time farmer is because he
or off-ranch employment, and delaying making X i »

investments in the farm or ranch. has no choice—he has to have insurance.

Medical Debt
About 20 percent of respondents reported that they had outstanding debt that resulted from medical bills.
This was similar to national levels of medical debt—in 2005, 21 percent of non-elderly adults and 18 percent
of continuously insured non-elderly adults reported having medical debt or medical bills being paid over time.?!
About 27% of respondents with debt owed money to hospitals and almost half had debts to individual
providers, such as physicians and dentists. (See Fig. 5.)

Fig.5
Source of Medical Debt
Among Those with Medical Debt

I had to add to my credit card bill when my
»

Ambulance O%E};sr

1%

second son was born.

Dentist
21%

I had to borrow against my retirement to Pharmacy | Doctoror
. . . . % other provider
pay off medical bills relating to the birth of my s i

»

Hospital

children. 28%

Access to Care

About 17 percent of respondents said they or a household member delayed seeking needed health care. Of
respondents who reported they had delayed seeking health care, about 70 percent (or 12 percent of the
sample overall) indicated the primary reason for the delay was because they could not afford the cost of care.
This was lower than the 37 percent of Americans, and 28 percent of continuously insured Americans, nation-
ally who reported in 2006 that they or a family member put off medical treatment because of cost.??

Other reasons for delaying care included the ({4 . . ;
demands of farm or ranch work and discomfort The deductibles are too high so you don’t go
because of outstanding medical debts. to doctors as often as you should go. »

I put off going to the doctor
)

because of the cost.
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Policy Implications

Non-corporate farm and ranch operators have higher incomes and net worth than the general population. They
are also much more likely to have health insurance. Nonetheless, they appear to be financially burdened by
healthcare expenses and to accrue medical debt at rates similar to the population as a whole.

One factor that clearly differentiates farmers and ranchers from the rest of the population is that they tend to
purchase health insurance on the individual, non-group market at much higher rates. Research has shown that
people insured through the non-group market face special problems; they are more likely to pay higher premi-
ums, have higher deductibles, have fewer benefits, and pay higher percentages of their income on health care
than those with employer-sponsored coverage.??* The fact that our survey respondents are better off than the
population as a whole but still suffer serious problems related to the cost of health care may reflect, at least

in part, their heavier reliance on the individual market for obtaining health insurance. The problems may be
aggravated by the fact that farmers and ranchers tend to be older than the general population; research has
shown that older adults who rely on the individual insurance market spend much more on premiums than their
counterparts who have employer-sponsored coverage and Medicare, as well as higher out-of-pocket expenses.?*

These findings assume a larger relevance as state and national policymakers, employers, the self-employed,
and individuals who purchase health insurance on their own all struggle with ever-rising healthcare costs. In
many cases, policy approaches that promise to restrain costs merely shift them on to the consumer. Those pur-
chasing health insurance coverage are thus forced to trade comprehensive coverage for less costly premiums.
Some policymakers support eliminating state-mandated benefits and allowing the sale of insurance policies
with limited coverage, maintaining it will make insurance more affordable. However, this study and others make
clear that affordability must take into account both the cost of premiums and the out of pocket expenses that
policyholders incur if they experience illness or injury.

The Health Insurance Survey of Farm and Ranch operators gathered detailed information about the character-
istics of respondents’ health insurance policies, including the amount of the premiums, the level of deductibles,
and the services covered. It also collected information about the sources and amounts of out-of-pocket costs
not covered by insurance, as well as the barriers these costs create to getting needed care. This information
will allow us, in future briefs, to investigate the characteristics of insurance that are most likely to leave people
vulnerable to financially burdensome healthcare costs and reduced access to care. In addition, information col-
lected about the consequences of these financial burdens will allow us to investigate the impact of inadequate
insurance on respondents’ financial stability, both with respect to their family budgets and their farm and ranch
businesses.

The findings of this survey have implications for other self-employed populations and small business operators
facing similar financial burdens resulting from inadequate insurance and increasing healthcare costs. In addi-
tion, other rural residents, who generally have fewer financial resources than farm and ranch operators, may be
even more adversely affected by the rising cost of health care. Policymakers must carefully consider the impact
of the increasing burden of healthcare costs on rural residents and their families, on rural businesses, and on
rural economies generally, and look for solutions that will ease rather than aggravate this burden.
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Research Partners

The Access Project (TAP) has served as

a resource center for local communities
working to improve health and healthcare
access since 1998.The mission of TAP is to
strengthen community action, promote
social change, and improve health, espe-
cially for those who are most vulnerable.
TAP conducts community action research
in conjunction with local leaders to im-
prove the quality of relevant information
needed to change the health system.TAP’s
fiscal sponsor is Third Sector New England,
a nonprofit with more than 40 years of
experience in public and community
health projects.

The Heller School for Social Policy and
Management is a Graduate School of
Brandeis University. It offers both Masters
level and PH.D programs across a wide
range of social policy with health policy as
one of its largest components. The School

has a strong commitment to advancing
social welfare and is engaged in research
dealing with the organization and financ-
ing of health care, behavioral health issues
and in international health.

The Center for Rural Health at the Univer-
sity of North Dakota, established in 1980,
is one of the nation’s most experienced
organizations committed to providing
leadership in rural health on local, state
and national levels. It has influenced the
efforts of states across the country by
developing innovative models for rural
community development and local health
system reform. In addition, the Center for
Rural Health (CRH) is nationally recognized
for its efforts to craft health policy-relevant
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