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What is a Microloan?
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Farm Service Agency (FSA) Direct Farm Operating Microloans of up to 
$50,000.  Program launched in January 2013.

Designed for the smaller, non-traditional, and niche-type operations. 
Especially targeted at beginning farmers (10 or fewer years), historically 
disadvantaged groups (minorities and women), and veterans.

Operating loan (purchase livestock and feed, farm equipment, fuel, farm 
chemicals, and insurance and covering other operating costs, including 
living expenses).

Only 1 application document, vs. 9 for FSA’s traditional Direct Operating 
Loans.

Relaxed criteria for farm management, production history, and collateral.

No minimum loan amount.
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Who received Microloans (2013-2015)?
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• 90% of Microloans were received by members of targeted groups.

• 81% by beginning farmers

• 35% by minorities and/or women
• 79% of which were also beginning farmers

• 7% by veterans

• Number of loans increased each year across all categories.

• Microloans most heavily concentrated in commodity specializations with 
smaller average farm size 

• 56% of Microloans went to beef cattle operations

• Microloans most heavily concentrated in regions with smallest average 
farm size and/or highest percentage of farms with at least one operator 
from a targeted group.
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Does increasing potential borrowers’ awareness 
of the Microloan Program increase the interest 

in and uptake of Microloans?
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Experiment: Overview
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Conducted an experiment looking at how outreach affects Microloan 
uptake

Outreach is especially important for programs
that are (1) new and (2) targeted at non-traditional population 

Pilot mailing (Spring 2015):
• A group of principal operators was chosen to receive outreach letters
• Compared the interest in and receipt of Microloans among farmers who 

received letters vs. those who did not

Letters were mailed by NASS but appeared to come from FSA. Farmers 
were not aware that they were part of an experiment.

Letter design incorporated features from the behavioral economics and 
eye-tracking literature
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Eye Tracking Studies – Web Page and Mail Letter Design

“Understanding How People Read Your Direct Mail 
Results In Higher Response Rates “ by Hugh Chewning
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● Spring of 2015

● Nine Southern States: Alabama, Arkansas, Georgia,
Kentucky, Louisiana, Mississippi, North Carolina, South
Carolina, and Tennessee.

● Farmers in certain ZIP Codes received an informational
letter on the Microloan program and how to obtain more
information, while farmers in other ZIP Codes did not.

● Used sampling and randomization techniques that minimize
the likelihood that unobserved differences between farmers
in different zip codes (rather than the informational letter)
are contributing to Microloan participation.

Experiment
ERS & NASS
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First Stage

▪ 2012 Census of Agriculture 

▪ Randomized within 2 strata levels
● State
● Deciles of density of farms with one or more operator belonging 

to targeted groups (beginning farmer, women, minority)

▪ Deciles by both absolute and percentage
● Combination of these two measures: x, y/x
● x= number of farms, y = number of farms with at least one    

operator belonging to a targeted group

▪ Randomize at the level of decile pairs

▪ Dropped less-dense pairs from the sample

Sampling Method
ERS & NASS
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Second Stage

▪ NASS List Frame (mailing list)

▪ Updated farm counts

▪ 1,848 ZIP Codes received treatment - i.e., all principal operators in 
these ZIP Codes received a letter. 

▪ 140,223 farms and ranches in treatment zip codes
versus 144,924 in control zip codes

Sampling Method (continued)
ERS & NASS
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In order to analyze the experimental approach we used:

(1) New FSA Receipt for Service data (mandated under the
2014 Farm Bill) to track the effect of outreach on interest
in the Microloan program.

(2) FSA’s direct loan obligation data to track the number and
locations of Microloans that were eventually received.

(3) y=β0+β1T+u, where β1 is the effect of the treatment and u is an observable
effect.

(4) ymc=β0+β1Tmc+u, where ymc and Tmc represent the strata-mean-centered
versions of y and T described above. That is, we calculated the mean of y within each
strata, the mean of T within each strata, and subtracted these means from y and T for
each observation.

Additional information is available in our report:

Analysis
ERS & NASS
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 Doubled the rate of inquiries about the Microloan
Program at FSA county offices, from 2.64 percent to
5.54 percent of all inquiries at those offices.
 95-percent confidence interval [1.78, 3.99], p-value < 0.01.

 27 percent increase in borrowers receiving Microloans
from targeted letters.
 The treatment had an effect of approximately 0.06 percent (95-

percent confidence interval [.02, .09], p-value < 0.01) of all
farms.

 82 additional operations received loans, at an 
incremental cost of $875 each
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Example of a NASS 
survey letter. 

What would you 
change?
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