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Abstract

Farming in the United States is both diverse and complex, and national averages often
mask the variation and interactions that are key to understanding the major participants in
agricultural production, i.e., farm businesses, farm operators, and farm operator
households. Farm businesses vary with respect to such characteristics as size (sales and
acres), product mix, legal organization, land tenure, and financial performance. Farm
operators show diversity in demographic characteristics, in the hours they spend working
on and off the farm, and in their managerial practices. Farm operator households differ in
ther financial well-being and sources of income, particularly in their level of dependence
on earnings generated from the farm operation. This report, based primarily on USDA'’s
1995 Agricultural Resource Management Study (formerly the Farm Costs and Returns
Survey), brings together these components of farming to describe them and examine their
rolesin agricultural production.
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Preface

This report is the 20th in a series of reports to the Congress on the status of family farms.
These reports have been submitted annually by the U.S. Department of Agriculturein
accordance with the Food and Agriculture Act of 1977 and subsequent farm legislation.
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Highlights

The 20th FamilfFarm Report to the @hgress presents the mostent comprehensive
information available on the structural and financiareloteristics of U.S. farms. The
report is based primarily on USDA’s 1995 Agricultural Resource Memagt Study
(ARMS), an anual survey ofarm and ranch operators in the 48 aunbus States. The
1995 ARMS, mnducted in the spring 496, ollected information from nearly 8,800
operations across the Nation.

The report describes the characteristics of farm businesses, farm operators, and farm
operator households, and assesses their financial performance. This edition also provides
new information on sources fa#rm business loans, farm operators’ use of computer
technology, chracteristics of mority farm operators, and a new tlpgy of smalffarms
developed in response to the report of the USDA National Commission onFamad.

In 1995, more than 98 percent of the iNlas 2068,000farms were classified as family
operations. While 3 percent fairms were legally organized as corpamas, 86 percent of
corporations were closely held by the operators’ families and therefore are classified as
family farms. Other family farms were legally organized as sole proprietorships (91 percent
of all farms) and partnerships (5 percent of all farms).

Overall, the Nation'§arms generated an averégft0,621 pefarm in sales of agricultural
products, but ammercialfarms (farms with sales 50,000 or more) averaged $281,978 in
gross sales compared with an average $10,13@fwonmercialfarms (farms with sales
under$50,000). Alhough conmercialfarms acounted for just 26 percent f#rms, they
produced 91 percent of the total U.S. value of sales and generated 87 percent of gross cash
farm income.

Gross cash farm income averaga®,474 pefarm natonwide, but conmercialfarms

averaged $247,697hile noncanmercialfarms averagei12,482. Average gross casihm
income was made up of crop sales (39 percent), livestock sales (45 percent), government
payments (4 percent), and other farm-related income (12 percent).

While one-third of U.Sfarms eceived income from government payment$905,
commerciafarms participated in programs at twice the rateasfcanmercialfarms (59
percent v. 24 percent). Although payments to nomaercialfarms participang in
government programs were smaller than paymentsmonencialfarms ($4453, on average,
compared with $12,614yovernment payments were a larger shafarofi income for
noncanmercialfarms (24 percent of gross cash farm income compared with 6 percent for
commerciafarms). Payments for the 4 percent of farms withhigbest government
payments averaged $54,805 or 11 percent of average grodarcasticome, and their
payments accounted for 25 percent of all government payments.

More than two-thirds of farms depended oringle commodity or commodity group for 50
percent or more of total sales. Nearly half of these highly specifdized poduced

primarily beef cattle and their gross cash income averaged $37,825, just over half the U.S.
average. One in five of the highly specialifans poduced primarily a cash grain crop
(corn, wheat, soybeans, sorghum, or rice), which generated income rangirgpiratss for
soybean farms t$172,391 for ricéarms.
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Farms with operators who rented all or part of the land they operated (45 percent of all
farms) poduced gross sales 2-3 times as high as the av@age08 for fill-ownerfarms.
Operators who rented other production assets (including buildings, equipment, machinery,
vehicles, and livestock), as well as land, generated average sales more than three times the
average $89,331 for operators who rented g

Thirteen percent of farms managed rislotlgh production or marketing contractsarms
with contracts averaged gross sales ($306,357) and grosiacashcome $237,682)
approximately 5-6 times the average for farniagisash sales only47,879 sales and
$49,657 income).

Farm assets averag$d64,784 fononcanmercialfarms andb809,641 for commercial
farms. Sinceoncanmercialfarms carried little debt$(9,923, on average, compared with
$148,067 for comercialfarms), they had a relatively low debt-to-asset ratio (0.08
compared with 0.18 for commerciarms).

More than half of commercidirms (59 percent) ambncanmercialfarms (53 percent)
were in a favorable financial position1995, with positive ndiarm income and a debt-to-
asset ratio of 0.40 or less. However, 45 percent of memescialfarms were in the
marginal income or vulnerable category because of negatif@meincome, compared with
29 percent of commercifdrms that had negative net farm income.

Seventy-five percent of commercfatm operators reported lender debtstanding at the
end of 1995, compared with 41 percenhohcanmercialfarm operators. Half of
commerciafarms and one-fourth afonconmercialfarms had loans from banks. Onein 5
commerciafarms had credit tlough the=arm Credit System and 1 in 10 had a loaaugh
the Farm Service Agency. One in four giaal solvencyfarms (positive net farm income
and debt-to-asset ratio over 0.40) reported debt mdlisigito theFarm Credit System
and/or the Farm Service Agencyhile three out of five marginal solvenfarms owed
money to banks.

Nearly one-third of all commerciérm operators, but well over half of those with

operations exeedings500,000 gross sales, used computersdokkeeping and/or

financial analysis. Computers were used for recordkeeping by one in five operators whose
major occupation wafgrming and one in three operators who graduated from college used
computers for recordkeeping. One in ti@oms with sales of $1 ition or more used

computer software to make production decisions and one in five utilized corajul#e

field operations.

Farms with operators who identified famg as their major occupation were four times as
large in acreage (718 acres, on average) and generated ingbtiges as high
($132,550) agarms with operators whose major occupatvas “other” or “retired.”
Farms with operators 65 years of age aldgr outnumberethrms with operatorsounger
than 35 years of age by three to one.

Of the 2 percent of farms with operators who identified themselvesraghite, 43 percent
were operated by blacks. The 18,886ns operated by blacks were small relative to the
U.S. average, and fewer than half of black operators desigiaatadg as their primary
occupation (44 percent v. 55 percent).
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Farms with Hispanic operators acnted for 1 percent of dhrms, and average sales
($115,200) were one-thitdgher than the average Uf&rm. About 72 percent of farms
operated by Hispanics were located in five States: California, Colorado, Florida, New
Mexico, and Texas.

About 8 percent of all farms were operated by females. Female-operated farms generated
sales averagin§35,281, less than half the U.S. average, and 36 percent of female operators
were 65 or over, compared with 25 percent of operators who were 65 or over nationwide.

On average, farousehold$ared as well as all U.8ouseholds in total household income,
but 89 percent of their income came from off-farm sources. Howsweseholds associated
with very large farms (sal&&500,000 or more) had income more than 4 timésgis
($195,825) as the average UhBusehold and only 16 percent of their total household
income came from off-farm sources.

In like manner, households that depended on earnings frdiarthdor 75 percent or more

of their total income had higher income than less dependent households, and nearly twice the
U.S. average for all householdsarmhouseholds with operators who were under 35 and 65
and over had income averaging about three-fourths the U.S. average household income,
while other operator households (operators age 35-64) averaged mdr@Q@hzercent of

the U.S. average.
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