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Foreword

The purpose of the study is to analyse and evaluate the Food, Conservation, and Energy Act of 2008, in the context of the developments in US agricultural policy that have taken place since 1985. The study will cover five Farm Bills: the Food Security Act of 1985 (1985 Farm Act); the Food, Agriculture, Conservation, and Trade Act of 1990 (1990 Farm Act); the Federal Agriculture Improvement and Reform Act of 1996 (1996 Farm Act); the Farm Security and Rural Investment Act of 2002 (2002 Farm Act); and the Food, Conservation and Energy Act (2008 Farm Act).

The author of the report is Dimitris Diakosavvas, of the Directorate for Trade and Agriculture. The study benefited from contributions from Roger Martini, for the PEM analysis and Scott Pellow, for the Aglink analysis. Editorial assistance was provided by Theresa Poincet. Françoise Bénicourt and Theresa Poincet provided secretarial support and prepared the report for publication.
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Executive Summary

The United States is one of the most important producers of agricultural commodities in the world, and, in addition to possessing a very large domestic market, it is the world’s largest exporter of agricultural products. Moreover, the share of US agricultural production exported is more than double that of any other US industry and the trade surplus in agricultural products acts as an important stimulus to the US economy.

Agricultural production has been increasing over time, while, at the same time, real producer prices have been falling due to a continued steady increase in the total factor productivity of agriculture. Because of the size of the agricultural sector, US agricultural policies exert a strong influence on world agricultural markets.

Since the mid-1980s, considerable adjustments have occurred in the number and size distribution of farms, and in the mix of inputs used by the farming sector. While over the long-term, the number of farms has been declining, in recent years there has been an increase of 4% (between 2007 and 2002). The structure of farming continues to shift towards fewer, larger operations producing the bulk of commodities, complemented by a growing number of smaller farms earning most of their income from off-farm sources.

The majority of farms in the United States today are still small farms (or “rural-residence farms”), producing only a small share of total agricultural output. The bulk of production is associated with intermediate and commercial farms – particularly the latter – which constitute a relatively small percentage of the total number of farms. In terms of support, the larger farms receive over half of the government’s total commodity payments. Moreover, larger farms would also benefit most from price support for dairy and sugar.

In terms of levels of income and diversity of employment, farm households have become virtually indistinguishable from non-farm households. In 2008, 89% of the average farm household income was from off-farm sources. US farm households as a group no longer experience chronically low incomes in relation to non-farm households: the average farm household in the US today earns more than the average non-farm household – mainly due to income earned from off-farm sources. The widespread importance of off-farm income would suggest that the majority of farm households are much more affected by the impacts of events in the wider economy than by the impacts of farm-specific developments.

The United States’ agricultural sector receives a relatively low level of support, both in terms of its size and in comparison with other OECD countries. Over the 2007-09 period, producer support in the US was the third-lowest in the OECD area, and less than half the OECD average. In addition, the reform process has been characterised by a significant shift towards less production- and trade-distorting forms of support. However, notwithstanding these achievements, ample scope remains for further advancing the market orientation of the agricultural sector.

The United States maintains an array of agricultural policies with goals that range from the traditional objectives of stabilising agricultural production and supporting farm income to those that have more recently increased in importance, such as assuring adequate nutrition, securing food safety, encouraging environmental protection and facilitating rural development.

Farm commodity programmes are an established part of the American agricultural landscape, with several of the present support programmes having their foundations in the 1930s. Most of the programmes now focus more directly on income transfers from taxpayers, rather than transfers from consumers through supply controls and price supports. But the main thrust of many programmes remains largely unchanged.

With the 1985 Farm Act, a gradual shift began – away from using production controls and price supports as the primary policy instrument – towards the increasing use of direct payments. The reforms were accelerated and strengthened in the 1996 Farm Act. This Act represented a radical departure from previous commodity programmes, as it fundamentally re-designed income support programmes by terminating target prices, price-based deficiency payments, discontinuing supply management programmes and stock accumulation by government for several sectors. The policy reforms envisaged under the Act were supplemented by various ad hoc emergency measures to compensate farmers for low commodity prices. These payments were institutionalised under the 2002 Farm Act – under which counter-cyclical payments were created – and continued under the 2008 Farm Act.

US commodity-specific programme support is directed towards a few major commodities (grains, oilseeds, cotton, sugar, pulses, dairy, sheep, wool, mohair and honey) which, together, constitute less than one-half of the value of total agricultural production. Farm programme crops (wheat, feed grains, oilseeds, rice, cotton, oilseeds and pulse crops) are supported mainly through government budget outlays. The systems that have evolved to support producers of these crops have revolved around the government underwriting minimum prices, with returns from the market being supplemented by additional direct government payments, as well as payments based on past areas and yields, and not requiring production. The rules governing them have varied over time.

The US dairy and sugar sectors – both import-competing sectors – have traditionally been insulated from the world market by border measures design to underpin high internal prices. Support policies for these sectors are very strongly entrenched and the fact that there have been no significant changes since 1985 has impeded US producers from adjusting to world market conditions. Although the policy regime is very complex for both sectors, it operates differently and consequently the degree of insulation from markets signals in these two sectors varies. While for dairy, market price support has been very variable over time, for sugar, it has been comparatively stable at relatively high levels.

Most other commodities, however, receive much less support, and wide disparities are also evident in the livestock sector: while the large beef, pig and poultry sectors receive little support, the dairy sector (which is also a very large sector) is highly supported.

Commodity support payments to farmers tend to exacerbate differences in incomes, rather than reduce disparities. Commodity support has often been justified on the grounds of addressing low farm incomes of farm households relative to non-farm households, benefitting, in particular, family farms in rural areas. However, empirical evidence would suggest that the main beneficiaries of these support payments are, in fact, farmers with an average household income well above that of the average US household.

In 2007, 40% of all farms received government payments. Of those, the 84% of farms with sales of less than USD 100 000 received 24% of programme crop payments, while the 3% of the largest farms (with sales of USD 1 000 000 or more) received 30%. Moreover, because of the design of the payments – which are either based on current production (e.g. marketing loan-related payments) or on area and yield bases – the bulk of the payments go to farmers with either large production levels or large base areas. On the other hand, environmental conservation payments follow a different pattern, with small farms benefiting proportionately more.

The preliminary analysis tends to suggest that, overall, the 2008 Farm Act offers little potential progress towards market orientation. Overall, while maintaining the support programmes for crops entrenched in the 2002 Farm Act, it provides additional avenues and scope for commodity-linked support – including greater potential support to the dairy and sugar sectors – even in situations where market prices are higher than has previously been the case.

The 2008 Farm Act generally continues the farm commodity price and income support framework of the 2002 Farm Act for farm programme crops (i.e. grains, oilseeds, rice and cotton), with certain modifications. It places continued emphasis on direct payments, counter-cyclical payments and marketing assistance loan programmes for the 2008-12 crop years, with adjustments to target prices and loan rates for certain commodities.

Moreover, the 2008 Farm Act does not make any major policy reforms to the dairy and sugar sectors, which continue to receive high price support. Among the many features of dairy policy, the Dairy Product Price Support Program and the Milk Income Loss Contract programmes – which were among the 2002 Farm Act programmes due to expire in 2007 – were re-authorised, with certain modifications, in the 2008 Farm Act. The Federal Milk Marketing Orders do not require periodic re-authorisation and import policies do not form part of the Farm Act. The Act maintains the Dairy Export Incentive Program, although the Export Enhancement Program is repealed.

The 2008 Farm Act also offers a new revenue support programme, the Average Crop Revenue Election programme; and replaces ad hoc natural disaster programmes. New provisions are introduced to address marketing and competitiveness of horticulture and livestock products. It also extends and expands many of the renewable energy programmes originally authorised in the 2002 Farm Act, including an extension of the tariff on ethanol imports. It also mandates more funding for virtually all agri-environmental programmes and expands the coverage of issues to be addressed, albeit without major alterations.

The fact that many policies are counter-cyclical to market prices means that support is inversely related to market prices. This would imply that the level of support to producers and the relative importance of the most production- and trade-distorting support could increase, should world commodity prices fall. Moreover, changing priorities – such as climate change, food security, enhancing competitiveness and efficiency – in tandem with budget problems as fiscal consolidation gets under way, may call for a re-think of the cost-effectiveness of commodity programmes, which represent a very important share of overall spending and are concentrated on only a few sectors and a relatively small share of farms.
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Chapter 1

The Role of Agriculture in the US Economy

The United States is one of the world’s largest producers, consumers, exporters and importers of agricultural commodities. This chapter gives an overview of the role of agriculture in the US economy. It examines the number and size of farms and how they have changed over time, and reviews the increased productivity of the agricultural sector. It also looks at the rise of farm-household incomes and at the expanding web of interactions between farm households and the surrounding non-farm communities.



1.1. Agriculture in the economy


Primary sector

The United States is one of the world’s largest producers, consumers, exporters and importers of agricultural commodities: the value of agricultural production reached a record level of USD 365 billion in 2008, primarily as a result of higher commodity prices (Annex Table E.1). Agriculture is dominated by grains, oilseeds, cattle, dairy, poultry, and fruits and vegetables. Over the 2000-09 period, on average, crops accounted for 45% of total value of agricultural production, slightly higher than livestock (43%). The value of cattle and calf production is the largest (16.5%), followed by feed crops (11.8%) and poultry and eggs (10.1%).

With the productivity of US agriculture growing faster than domestic food and fibre demand, US farmers and agricultural firms rely heavily on export markets to sustain prices and revenues. With comparative advantage in many products, agricultural trade is a significant contributor to the overall US economy as well as to the rest of the world’s economies. Although the share of agricultural exports in world exports has fallen over time (from 17% in 1980 to 10% in 2007), the United States remains the leading exporter and the largest single-country importer of agricultural products in the world (Annex Table E.2).

Moreover, the United States continues to be a net exporter of agricultural products, the surplus helping to counter the persistent deficit in its non-agricultural merchandise trade. Export values and the agricultural trade balance reached a record high in 2008, with agricultural exports totalling USD 115.4 billion and the agricultural trade surplus at USD 34.9 billion.

For the US economy, agricultural trade is an important source of generating output, employment and income. Analysis undertaken by the Economic Research Service (ERS) of the United States Department of Agriculture (USDA) shows that each dollar received from agricultural exports stimulates another USD 1.64 in supporting activities to produce those exports. In 2006, agricultural exports generated an estimated 806 000 full-time civilian jobs, including 455 000 jobs in the non-farm sector (Edmondson, 2008).

The primary sector, however, plays only a minor and declining role in the US economy as a whole, as rapid productivity growth has led to excess capacity in agriculture. In 2007, agriculture contributed only 1% to the gross domestic product (GDP) and provided jobs for only 1.8 million people – or 1.3% of the total workforce (Figure 1.1; Annex Table E.3).




Agro-food sector

The importance of agriculture in the United States is significantly underestimated if the discussion is confined solely to the primary sector, as farming is a critical component in the agro-food chain (commonly referred to in the US as the food and fibre system), which is one of the largest sectors in the economy, encompassing a vast range of sub-sectors, from farm suppliers to fast-food chains.


Figure 1.1. Contribution of agriculture to the economy, 1985-2007
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Source: OECD calculations based on Economic Research Service, USDA and US Bureau of Labor Statistics data.




In 2002, the food and fibre system employed almost 24 million people (15% of the total US workforce) and contributed USD 1 240 billion (or 12.3%) to the country’s GDP. Services and processing are the largest contributors to the total food and fibre GDP. The agro-food sector generates as much as 20% of rural employment.






1.2. Farm structures


Farm numbers and sizes

The long-term structural changes of US agriculture encompass the following key elements: a) a sharp increase in farm productivity; b) a decline in the number of farms, coupled with an increase in average farm size; c) a rise in farm-household incomes to match those in the non-farm economy; and d) an expanding web of interactions between farm households and the surrounding non-farm community (Table 1.1; Gardner, 2002; Effland, 2000; Hallberg, 2001). These interactions have taken the form of an expansion in off-farm work by members of farm households, as well as an increase in the amount of purchased inputs, which has led to greater on-farm specialisation.


Table 1.1. Long-term trends of structural change in US agriculture
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Source: OECD calculations, based on ERS, USDA, Dimitri et al. (2005); and USDA, The Census of Agriculture, 2007.




Perhaps the most striking long-term adjustment in the US agricultural sector over the twentieth century was the decline in the number of farms which, when set against slow declines in the total amount of land devoted to farming, implied substantial increases in average (mean) farm size. Farm numbers peaked at 6.8 million in 1935; from then until 1974, they fell sharply, at an annual rate of 2.7%. Farm numbers continued to decline until 2002, but at a much reduced rate (0.6% per year), while the average farm size stabilised (MacDonald, Hoppe and Banker, 2004). In 2007, there were just over 2 million farms, which is equivalent to 32% of the peak number in 1935.

There exists a wide diversity of farming types (Box 1.1).1 Family farms are predominant, representing 98% of all farming enterprises and producing 78% of the value of agricultural output (Annex Table E.4). The majority of farms are small (classed as those with sales of less than USD 250 000), with nearly 50% of farms having sales of agricultural products between USD 1 000 and USD 10 000 and producing only 0.9% of total farm sales; 30% of farms have sales between USD 10 000 and USD 249 000 and account for less than 15% of total sales; large farms (those with sales of USD 250 000 or more) account for less than 10% and generate 80% of all sales (Annex Table E.5).


Box 1.1. Definition of farm types


Family farms: any farm for which the majority of the farm business is owned by the primary farm operator and individuals related by blood, marriage or adoption.

Small family farms (gross sales of less than USD 250 000):



	Rural-residence family farms

	
Retirement farms: small farms whose operators report they are retired.

	
Residential/lifestyle farms : small farms whose operators report a major occupation other than farming.



Intermediate family farms or primary-occupation farms: small, family farms whose operators report farming as their major occupation:



	
Low-sales farms: gross sales less than USD 100 000.

	
High-sales farms: gross sales between USD 100 000 and USD 249 999.



Large family farms or commercial family farms (gross sales of USD 250 000 or more):



	
Large family farms : gross sales between USD 250 000 and USD 499 999.

	
Very large family farms: gross sales of USD 500 000 or more.



Non-family farms: any farm not meeting the definition of a family farm. Non-family farms consist of partnerships, co-operatives, farms with hired managers, and small corporations with unrelated owners.



Grouping family farms into three types – commercial, rural residence and intermediate – based on both volume of sales and primary occupation, reveals key differences in terms of their numbers, share of production, land holdings and sources of farm-household income (Annex Tables E.4 and E.6). Most farms fall into the rural-residence family farms category. In 2007, this category accounted for 71% of all farms, 7% of total output and 64% of the land owned by farmers.

Concerning age, the data suggest that the average age of farmers is increasing rapidly. More specifically, the average age of principal farm operators increased from 55.3 in 2002 to 57.1 in 2007. In addition, the number of operators under 25 years of age declined by 30%, while the number of operators over the age of 75 grew by 20%.




Concentration

Although the number of farms has been on a declining trend since World War II, the 2007 Census of Agriculture data indicate a levelling of this trend, with a net increase of 75 810 farms (4%) from 2002. Most of the growth in the number of farms in the US came from small operations, where sales of no specific commodity accounted for more than 50% of the total value of production.

Even though the total number of farms increased nationwide, many individual sectors, including grains and oilseeds, horticulture, cattle and pig operations, experienced a decline in farm numbers (Figure 1.2). The relatively small net change in farm numbers masks substantial turnover, as farms are continually entering and exiting agriculture. Between 2002 and 2007, 291 329 new farms began operating. These new farms tend to be smaller in size and to have younger operators, who also work off-farm. On average, in 2007, new farms had an average of 81 hectares (ha) of land and USD 71 000 in sales, as compared with the average farm size of 169 ha and USD 135 000 in sales (The Census of Agriculture, 2007).


Figure 1.2. Number of farms by sector, 2002 and 2007 (’000s)
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Source: OECD calculations, based on USDA, The Census of Agriculture, 2007.




The Census of Agriculture, 2007, figures show a continuation in the trend towards an increase in the number of small and very large farms, and a decrease in medium-sized operations. The number of large farms (farms with sales of at least USD 250 000) grew steadily from 1989 to 2007, increasing from 85 000 to 265 000. The share of all farms in this group grew from 5% to 9.5%. Most of these farms had sales of between USD 250 000 and USD 499 999, but the number of farms with sales of at least USD 500 000 experienced the most rapid growth. Rising commodity prices and increasing yields are some of the drivers behind this shift into higher farm-sale categories. Between 2002 and 2007, the number of farms with sales of less than USD 1 000 increased by 118 000, whilst those with sales of more than USD 5000 000 grew by 46 000.

While the decline in farm numbers and the increase in average farm size have slowed over the last thirty years, the locus of farm production has shifted sharply to the larger farms (Figure 1.3; Annex Table E.5 and Annex Table E.7). In 1982, 431 634 farms produced 80% of the value of agricultural production, while in 2007 around half of this number produced 85%.

Another indication of the concentration of production in agriculture is the share of agricultural production produced by large farms (those with sales of USD 250 000 or more). The share of total sales accounted for by farms in this sales class increased steadily, from 57% in 1982 to 85% in 2007 (Annex Table E.5). Farms with sales of USD 500 000 or more largely increased their share of sales between 1982 and 2007 – a shift that was almost precisely mirrored by the decline in the share of production held by farms with between USD 10 000 and USD 250 000 in sales – down from 40% in 1982 to 14% in 2007.


Figure 1.3. Value of production by farm size, 1982-2007 %
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Source: OECD calculations based on USDA, The Census of Agriculture (various years), as adjusted by prices using the Producer Price Index for farm products.







Commodity specialisation

Farms in the United States have become increasingly specialised, rather than diversified, with each farm producing fewer commodities (Table 1.1; Gardner, 2002). About half of the farms in the US produce one single commodity. Smaller farms are the most likely to produce just one commodity, but even large farms produce a limited number of commodities: for example, three-quarters of the farms with sales of at least USD 500 000 produce no more than three commodities. The commodities in which farms specialise also differ, according to farm-size: for example, farms with sales of less than USD 10 000 tend to specialise in beef cattle, while farms with sales between USD 50 000-99 999 frequently specialise in grain crops (e.g. maize, wheat, soybeans, rice) and field crops (e.g. tobacco, peanuts, cotton, sugar beet) (Annex Table E.7).

There has also been a shift in production away from traditional agricultural products towards higher value and value-added products, including fruit and vegetables, processed food products, dairy and nursery, and greenhouse products (Annex Table E.1). Production of high-value crops is heavily concentrated among very large family farms, which together account for 78% of the total (no more than 10% of any small farm-type specialises in these crops). High-value crops can generate a large volume of sales per acre, but may require much more labour than cattle farming, as well as more marketing expertise.




Contracting

An important feature of continuing structural change in US agriculture – which is closely linked to shifts in production to larger farms, increased specialisation on farms and greater product differentiation – is the increased integration of production and processing activities (MacDonald and Korb, 2008). About two-fifths of US agricultural production is produced or marketed under contract, although the share varies by commodity and type of farm. For example, virtually all of the sugar beet and poultry in the US are produced by farmers under contract. Contracting is also very important for cotton, tobacco, fruits, dairy products and pigs. However, only a small portion of wheat, soybeans or maize – all traditional field crops – is grown under contract.

The aggregate data show a slow and steady growth in contracting over the years, but change is more rapid for certain commodities – for example, the share of tobacco production covered by contracts went from 1% to 50% between 1995 and 2004. Between 2002 and 2007, although the number of farms producing under contract declined by 14%, the value of commodities produced under contract increased by 55%. The 2% of farms involved in contract production produced 16% of the total value of all agricultural products (The Census of Agriculture, 2007).

Contracting is closely tied to farm size, and governed 50% of production among the largest farms over 2002-07. As production has become consolidated among large farms, contracting has become more prevalent. Contracts covered just one-sixth of production of farms with less than USD 250 000 in sales, and over half (61%) of production of the largest farms (those with over USD 1 million in sales). Moreover, contracting increased among the largest farms between 2001 and 2003, but held steady or declined among smaller farms. Increases in contracting mirrored the volumes of production of large farms.






1.3. Farm household incomes and wealth

As shown in Annex Table E.1, the two key indicators of the economic well-being of farm households – net farm income and the debt-to-asset ratio – suggest a very robust agricultural sector as a whole. Over 1985-2008, net farm incomes steadily increased, while the debt-to-asset ratio decreased, as increases in farm debt were more than offset by growth in farm asset value. The debt-to-asset ratio reached a record low of 10.4 in 2007, from its peak in 1985 of 22.2. Net farm income reached an historically high record in 2008, driven by a large increase in crop production that was only partially offset by rising production costs for the farm sector (Harris et al., 2009).

In 2009, in the aftermath of the economic and financial turmoil, commodity prices – particularly for livestock animals and products – fell, leading to an estimated 35% decline in net farm incomes, relative to an historic high. The 2008 turmoil in national housing and credit markets, as well as rising unemployment, has increased the economic vulnerability of some farm households to income and asset loss. Nevertheless, despite this decline, farm income remains high by historical standards and as farm households, on average, have greater overall wealth than the population as a whole, they are most likely to be better able to absorb short-term decreases in earnings (Harris et al., 2009).

Gauging the economic well-being of farm households by looking solely at incomes might be misleading because agricultural returns are a combination of both revenue generation and wealth accumulation. To jointly consider both income and wealth, USDA’s Economic Research Service has distinguished among four groups of farm households: those with low and high levels of income, and low and high levels of wealth, with the median levels of US household income or wealth as the dividing lines between low and high.

As shown in Figure 1.4, the big difference between farm and non-farm households is in the pattern of wealth rather than in income: i) less than 6% of all farm households – as compared to 50% of all US households – have wealth less than the US median household level; of the 96% of farm households with high wealth, 56% have higher income than the US median; only 4% of all farm households have both low wealth and low income.

In addition, evidence suggests that the average wealth of farms has increased since 2004 due to the rising value of farmland and equity held by farmers overall, coupled with a decline in residential property values (Harris et al., 2009). Unlike non-farm households, whose net wealth lies predominantly in houses and other real estate, the net worth of farm households is closely related to the net wealth of their farm business (including the farmland).2


Figure 1.4. Distribution of farm households by measures of economic well-being, 2008
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Source: OECD calculations based on ERS, USDA, Agricultural Resource Management Survey.





The role of off-farm income

In every year since 1996, the average income for farm households has exceeded the average US household income by 5-17% (Figure 1.5). However, given that incomes among farmers are highly skewed – there are many small farmers who do not produce very much, whilst most of production and incomes are concentrated on only a few farms – using income median rather than income mean may be a more realistic indicator to use to compare farm household incomes to non-farm household incomes.3 Using medians still results in income that is higher or roughly on a par with income on farm households. In 2008, median farm-operator household income was USD 50 971, or 1.3% higher than the median for all US households, while in 2005 it was 16% higher (Harris et al., 2009).


Figure 1.5. Average farm operator household income by source and total US household income, 1988-2009
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Source: OECD calculations, based on ERS, USDA, Agricultural Resource Management Survey.




While farm income exhibits considerable variability over time – due to fluctuations in farm output, commodity prices and business cycles, along with macroeconomic policies – farm household income is relatively stable. The economic portfolios of most farm-operator households are highly diversified and many farm households rely on off-farm income to stabilise their total household income.

Income derived from off-farm sources is the largest component of farm household income, and since 1998 it has even exceeded the average US household income (and incomes from farming actually make up only a small percentage of total farm-operator household income). Approximately 60% of farm households have either an operator (or a spouse) working off-farm. Usually, the households that operate large family farms (those with sales of USD 250 000 or more) have an average farm income that is greater than their off-farm income (Annex Table E.6).4 Most off-farm income comes from earnings, either through wages and salaries, or business income.

Figure 1.6 displays the sources of the average income of farm operators over the 2002-08 period. The average household income of family-farm operators in all sales classes exceeded the 2002-08 average for all US households (USD 65 462). However, farm households are following diverse paths to economic well-being. The households of the largest farms relied on farm income to a greater degree than the households of smaller farms.

In 2008, farm income made up 73% of total household income of households operating large (or commercial-size) farms (Harris et al., 2009). In contrast, small farm households derive almost all of their income from off-farm work and from un-earned income from pensions and financial investments. Almost 80% of the smallest farms report negative incomes from farming, but these losses are generally offset by substantial off-farm income that keeps most of such households at, or above, the national average.

Households operating “rural-residence farms” have higher income than the average US family, even when their net cash income from farming is, on average, negative (i.e. when the expense of operating the farm exceeds gross revenues) (Figure 1.6; Annex Table E.6). For example, while income from farming was, on average, negative (USD 6 345) over the 2002-08 period, earnings from off-farm sources were USD 93 327. Rural-residence farms usually combine non-farm incomes with farming, or are run by people who have retired, or who view farming as a way to enjoy rural amenities.

Households operating intermediate-sized farms have, on average, positive net cash income from their farming operations, but the largest part of their income comes from non-farming sources. Households operating large (commercial-size) farms have an average household income that is almost three times higher than the average US family income, but rely more than other households on farm income (73% in 2008) (Harris et al., 2009).


Figure 1.6. Farm operators’ sources of income, average 2002-08


[image: e9789264096714_i0008.jpg]

Source: OECD calculations based on ERS, USDA, Agricultural Resource Management Survey.
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1930 1945 1970 1985 1990 1997 2002 2007

Number of farms (millions) 6.3 59 29 2.3 2.1 2.2 241 22
Average farm size (acres) 151 195 376 441 460 431 441 418
Average number of commodities produced per farm 45 46 27 1.3

Farm employment ('000s) 8580 3951 2760 2568 2432 2113 1829
Farm share of workforce (%) 22 16 5.7 29 215 1.7 1.4 1.3
Farm share of GDP (%) 8 7 2 1.8 1.4 0.8 0.7
Off-farm labour (%)1 30 27 55 66 55 60 93 93

n.a.: not available.
1. For 1930 and 1945, off-farm labour refers to the percentage of farmers who worked off-farm for an average of
100 days; for the other years, it refers to the percentage of farm households with off-farm income.
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