The number of farms in thénited States declined from th@&35 peak (6.8 ition farms) to near 2 ition farms in the
mid-1990's, altough land irfarms remained near 1lln acres. Data from the census of agriculture show that in
approximately three decades, 1959-92, the numifarmi detined by 48 percent, average acreagef@en increased

Characteristics of Farm Businesses

by 62 percent, and average farm sales (nominal) per farm increassd (&gf 3).

Figure 3

During 1959-92,

® the number of farms
declined by almost half

® average acreage
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Distribution of Farms

Along with fewerfarms came a cimging distribution ofarms. Censuddures show that, durint®78-92, when the

total number of farms decreased 15 percefitn@abelow 2 millionfarms for the first time), farms with saleader
$100,000 aaaunted for the entire decrease (fig. 4). Although the numtfarros in the lowest sales class (gross sales
under$10,000) decreased, the sharéaoims in that sales class remained fairly stable (juder half). At the same

time, the number of farms and the share of farms with salgk06f, 000 or more increased.

The increase in the number of farms with sales $¥60,000 ould be the result of a variety of factors, including
expansion of existinfarms (alding resources), technological advances (increasing yield), changing labor/capital mix
(increasing efficiency), and price changes (inflation) that could bdasires gross value of sales o\&t00,000. For
example, based on the index of prioeseived by farmers for cotton (1990-92=100), on average, $1 of cottbhysan

operator in 1986 wuld be priced at $1.41 P95.
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Figure 4
Distribution of farms, by sales class, 1978-92

As the number of farms decreased, the share of farms with sales over $100,000 increased.
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1/ Excludes abnormal farms, such as research farms, farms operated by penitentiaries or schools,
and Indian reservations.

Source: Dept.of Commerce, Bureau of the Census, Census of Agriculture, 1992.

Concentration

Despite fewer farms in tHénited States, agricultural output (measured in both physical volume and value of sales) has
increased over the years with advances in production technology and practices. Concentration in agricultural production
increased as larger, generally more efficient farrsgysed greater shares of total output. As farm output increased and
the number of farms decreased over the last 9 decades, the largest farnmsltivadpnalf of the total U.S. market value

of sales output decreased from 17 percent of all fa@813,563farms) in1900 to 3 percent of drms (162,608farms)

in 1992 (fig. 5). Average sales for tfe@ms that ppduced half of total U.S. sales increased from less than $2,500 in

1900 to more than $1.3ilfion in 1992 (nominatollars) and average acreage fr869 acres in 1900 to 3,008 acres in

1992.

Farm Size

Based on the 1995RMS, sales per farm in thénited States averag880,621 and acres piarm averaged 34 (table

1). Noncanmercialfarms (salesinder$50,000) made up theulix of farms (74 percent), but sonercialfarms (sales
$50,000 or more) mduced most (91 percent) of the Nation’s agricultural output (fig. 6). On averageeotalfarms

had sales 28 times as high as nomeercialfarms $281,978 v. $10,130) and acreage 5 times as great (1,082 acres v.
207 acres). Gumercialfarms in the $000,000-and-over sales class (average sales neali$8)raccounted for less
than 1 percent of farms and 7 percent of farmland acres but about 30 percent of farm income and sales.

Although 60 percent of U.$arms weraunder180 acres, thodarms acounted for just 9 percent &rmland acres (fig.

7). In contrast, the 9 percent of farms witQ) acres or more contled 61 percent darmland acres. However, the

land of the very large acreage farmeduced less than its proportional share of sales and income, indicating, in general,
that the largest farms used the land less intensivadgd@oed commodities such as wheat or range-fed cattle that
generated lower sales per acre) than many smaller-acreage farms tHagheewalue commodities such as
nursery/greenhouse products or fruits and vegetables.
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Figure 5
Concentration in agricultural production, 1900-92

A declining share of U.S. farms and land resources produced half of the Nation's increasing agricultural
output in the last 9 decades.
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Note: The share of sales in 1900, 1940, and 1969 was calculated by summing share of sales by sales class from census data,
and totaled slightly over 50 percent. The share of sales in 1987 and 1992 was calculated by the Census Bureau using farm-level
data and therefore totaled exactly 50 percent.

Source: Calculated by ERS using data from the U.S. Dept. of Commerce, Bureau of the Census, Census of Agriculture, various years.

Figure 6

Distribution of farms, acres operated, gross cash farm income, and gross
value of sales, by sales class, 1995

Although noncommercial farms dominated farm numbers, commercial farms accounted for
most of farm income and sales.
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Source: USDA, Economic Research Service, 1995 Agricultural Resource Management Study.
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Table 1--Farms, acres operated, gross cash income, and gross value of sales, by size, majority enterprise

type, and location, 1995

Mean acres Mean gross Mean gross
Item Farms operated cash farm income value of sales
Number Acres Dollars Dollars
All farms 2,068,000 434 73,474 80,621
Sales class:
Less than $50,000 1,531,760 207 12,482 10,130
$50,000 or more 536,240 1,082 247,697 281,978
$50,000 - $99,999 194,462 744 74,484 78,418
$100,000 - $249,999 218,968 905 155,361 169,125
$250,000 - $499,999 75,210 1,525 317,963 349,136
$500,000 - $999,999 30,234 1,992 593,005 681,875
$1,000,000 or more 17,366 3,583 2,446,149 2,997,382
Acreage class:
49 or fewer acres 578,127 23 21,441 29,168
50 - 179 acres 670,378 104 29,326 34,217
180 - 499 acres 439,630 308 74,413 82,190
500 - 999 acres 196,752 680 170,176 191,222
1,000 or more acres 183,113 2,979 293,222 290,353
Majority enterprise type: *
Wheat 65,320 1,214 87,427 89,788
Corn 104,908 499 111,469 119,732
Soybeans 93,960 337 51,755 56,732
Grain sorghum 7,291 511 51,866 52,531
Rice 5,755 512 172,391 162,388
Tobacco 64,660 142 29,556 32,574
Cotton 19,309 958 261,596 227,050
Peanuts 6,245 409 79,691 74,173
Fruits or tree nuts 54,083 188 198,418 171,902
Vegetables 31,474 271 273,708 266,191
Nursery or greenhouse 58,897 63 163,400 157,063
Beef 690,916 575 37,825 45,934
Hogs 81,812 164 78,619 105,077
Poultry 29,684 118 166,931 492,299
Dairy 107,458 362 226,630 222,252
Farm production region:
Northeast 138,000 185 73,884 74,555
Lake States 221,000 247 72,386 70,026
Corn Belt 420,000 281 67,342 74,656
Northern Plains 187,000 969 98,885 102,370
Appalachian 296,000 178 28,812 37,992
Southeast 153,000 248 64,561 76,387
Delta 111,000 275 46,238 73,760
Southern Plains 273,000 516 48,610 69,297
Mountain 114,500 1,730 125,468 131,930
Pacific 154,500 375 179,937 163,864

* The commaodity or commaodity group that accounts for at least 50 percent of a farm’s gross value of production. Farms that do not meet the 50-

percent criterion for 1 of the 15 majority enterprise types are not included.

Source: USDA, Economic Research Service, 1995 Agricultural Resource Management Study, all versions.
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Figure 7
Distribution of farms, acres operated, gross cash farm income, and gross
value of sales, by acreage class, 1995
Farms with 500 acres or more accounted for a disproportionately large share of income and sales.
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Source: USDA, Economic Research Service, 1995 Agricultural Resource Management Study.

Maijority Enterprise Type

Majority enterprise type indicatedarm operabn’s commodity specialty, i.e. the commodity or commaodity group that
represents 50 percent or more of the operation’s value of productionfaBegfwere the dominant majority enterprise
type in 1995, aawunting for one-third of aflarms. Beef farms were generally large in acreage, ginera75 acres
compared with the U.S. average of 434 acres, butfaeas were low in income and sales, with income ayiegaunder
$40,000 and sales avgmag undet$50,000, both about half the U.S. average.

Of the 277,000arms where aisgle cash grain accounted for at least half of all production, more than two-thirds
specialized in corn or soybeans. Although wii@ahs were the largest acreage farms, they were relatively low in gross
cash income and sales. Poufagms showed thiighest gross value of sales, but production contracting is very
common in poultryarming and a large part of the value of sales for potéimns accrues to the contractor, not the
contractee (the farm opei@t). Therefore, average income for poufaiyms was much lower than average sales, but
still twice as high as the U.S. average.

Location

Farms in the Pacific farm pduction region showed the highest average gross cash income and gross value of sales,
about twice the U.S. average. The Pacific region was followed by the Mountain region and the Northern Plains, but
these three were the top producing regions for very different reaBamss in the Pacific gion, dominated largely by
California, produced high-value products such as fruits, vegetables, and dairy on relativdyremdtverging 375

acres compared with 434 acresioawide). In contrasfarms in the Muntain and Northern Plains regions produced
relatively low-value products such as cash grains and range livestock on very largefaomea(gverging 1,730 acres

in the Mountain region an@69 acres in the Northern Plains).
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Risk Management Strategies

Farm operators use risk maeagent strategies to enhance fidomen’s ablity to survive despite swings in weather,

markets, and the economy. Operators may diversify production or use specialized technology (e.g., irrigation) to deal
with risks of market and weather uncertainty. They may also try to limit fixed costs (e.g., rent rather than own
production assets), protect personal assets from claims on the business (e.g., incorporate the business), or share expos
to price and production variability (e.g., enter into contracts) in order to minimize exposure to perceived risks.

Renting v. Owning

Renting production assets (land and equipment) decreases the capital required to éateirigtand the long-term

fixed payments on borrowed capital that may strain cash flow during a bad year. Renting may also offer some flexibility
to adjust production levels in response to market shifts or changing economic situation by allowing an operator to move
in or out of production quickly. However, renting may also limit the short-term borrowing capacity of an operation
because of the absence of collateral to back a loan or perhaps insufficient equity to borrow add@st. 9ih percent

of farm operators owned at least part of the land they operatée 9npercent of operators owned no land at all (table

2).

Table 2--Farms, acres operated, gross cash farm income, and gross value of sales, by farm business
characteristics, 1995

Mean acres Mean gross Mean gross
Item Farms operated cash farm income value of sales
Number Acres Dollars Dollars
All farms 2,068,000 434 73,474 80,621
Land tenure:
Full owner 1,137,109 223 38,063 47,708
Part owner 744,593 714 112,063 114,443
Tenant 186,298 602 135,383 146,335
Rental arrangement:
No rentals 1,077,377 204 30,024 39,434
Land only 777,153 630 84,026 89,331
Land and other assets 153,739 1,001 282,048 280,032
Other assets only * 59,732 570 183,053 196,932
Legal organization: *
Sole proprietorship 1,891,987 351 50,161 54,287
Partnership 102,220 1,154 220,328 218,795
Corporation 71,110 1,608 477,555 576,925
Family corporation 61,516 1,453 424,809 458,620
Nonfamily corporation 9,594 2,606 815,763 1,335,494
Contracting arrangement:
Cash sales only 1,806,043 400 49,657 47,879
Contracts (with or without cash sales) 261,957 669 237,682 306,357
Production contracts * 46,782 357 178,130 617,858
Marketing contracts ® 220,993 740 251,172 242,888

! Other assets include buildings, equipment, machinery, vehicles, and livestock. ? Excludes cooperative farms. * Includes some farms that have both
production and marketing contracts.
Source: USDA, Economic Research Service, 1995 Agricultural Resource Management Study, all versions.
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Operators of more than half of U.S. farms owned all the acreage farmed by theionp@ndt995 (fig. 8). Overall,
full-ownerfarms acounted for less than their proportional sharesohland, income, and sales in contrast with farms
that rented some or all of their farmland.

Figure 8

Distribution of farms, acres operated, gross cash farm income, and gross
value of sales, by tenure class, 1995

Farms that rented some or all of the land they operated produced more than their proportionate
share of farm sales.
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Source: USDA, Economic Research Service, 1995 Agricultural Resource Management Study.

Full-ownerfarms were about one-third the size (in acres), on average, of farms that rented either part or all of their
farmland acres. They were also smaller in income and salesgiages@out three-fifths the U.S. average. In contrast,
full-tenantfarms averaged sales that were 80 peroigihter than the U.S. average. Two erie examples are the Delta

and Pacific regions, where tenant-operdideths averaged more than twice thgioeal average sales (app. table 1).

Less than one-fourth of commerdatms were dill-ownerfarms, compared with almost two-thirdsrafncanmercial

farms (fig. 9). Cenmercialfarm operators owned about half the acres they operabdd,oncenmercialfarm

operators owned 85 percent of their operated acres (app. table 11). Similarly, farm operators who identifiggsfarm

their major occupation owned a smaller share of their acres operated than did operators whose occupation was “retired
or “other,” and younger operators owned fewer of their acres operated compared with older operators.

Farm operabns that rented neither land nor other production assets were smaller in acreage, income, and sales than
farms that rented both land and other assets. Farms that rented both land andaibgopassets operated more than
twice the U.S. average acreage, and had income and sales 3.5-4 times the U.S. average. Everfduth®wradr

rented other production assets but not land had significantly higher income and sdmsrtadhnat rented larahly.

While almost two-thirds of nonocamercialfarms rentedhone of their production assets, just one-fifth ahieercial

farms owned all the assets they used odpction (fig. 10).
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Figure 9
Tenure by sales class, 1995
Less than one-fourth of commercial farms (sales $50,000 or more) owned all the land they operated.
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Source: USDA, Economic Research Service, 1995 Agricultural Resource Management Study.

Figure 10
Rental arrangement by sales class, 1995

Eighty percent of commercial farms rented some assets used in production compared with 37 percent of
noncommercial farms.
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* The relative standard error exceeds 25 percent butis no more than 50 percent.
Source: USDA, Economic Research Service. 1995 Agricultural Resource Management Study.
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Legal Organization

Sole proprietorships made up the largest share (more than 90 percent) of U.S. 1&@94s(fig. 11). Sole
proprietorships are farms that are closely held by one or moiefrbut not organized as corporations or legal
partnerships.

Figure 11
Farms, acres operated, gross cash farm income, and gross value of
sales, by legal organization, 1995

Farms organized as partnerships and corporations accounted for 8 percent of farms but 38 percent
of gross cash farm income and gross value of sales.
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Source: USDA, Economic Research Service, 1995 Agricultural Resource Management Study.

About 5 percent of farms were legally organized as partnerships. A legal partnersbipeagrbetween two or more
persons generally details their contributions (capital and labor) to the business and the distribution of profits, and may
also indicate the decisionmakiagang@ment and the shag of liabilities of the business.

About 3 percent of U.S. farms were classified as corfpmgtand 86 percent of those corporations were closely held by
one or more families. By organizingaam as a corporan, stockholders may share in the ownership of a business but
protect personal assets from liabilities of the business. In this report, all sole proprietorships, partnerships, and family-
held corporations are considered fanfélyms.

Although sole proprietorships controlled three-fourths of land resources, they accounted for less than twdathirds of
gross income and sales. Average sales of farms operated as proprietorships were about one-tenth the sales of farms
organized as corporation$54,287 v. $576,925). Sole proprietorships werefalsemaller in acreage than farms
organized as partnerships or corporati@isl(acres, on average, compared with well over 1,000 acres).

Contr acting

A contract is a legal agreement betwedarm operator (contractee) and another party (contractor) to sell (purchase) or
produce a specific type, quantity, and quality of agricultural commodity. Contracts may be used to lessen exposure to
market price swings (marketing contract) or to share this @nd riskinherent in production (production contract). A
marketing contract generally stipulates a commaodity price or pmigewhanism for dvered goods while the

production contract usually details a cost-shaaimgngment and/or payment for grower services.
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Thirteen percent of operators engaged in contractitgd®. Contragtg wasfar more common for some farm types,
such as poultry and cottéarms, than for farms whose income wasntyarom cash grains or dairy (fig. 12). Nearly 9
out of 10 poultryfarms poduced under contract and 6 out of 10 cofttwms had marketg contracts. Contracting was
least common on beef/hog/sheep farms and tobacco farms.

Figure 12
Share of farms with production and/or marketing contracts, by farm

type, 1995

Nearly 90 percent of farms specializing in poultry production had contracting arrangements.
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Note: Most crop contracts were marketing contracts, and, except for dairy, most livestock contracts were
production contracts.
Source: USDA, Economic Research Service, 1995 Agricultural Resource Management Study.

Farms with markétg contractgar outnumbered farms with guiuction contractsFarms with contracts tended to have

more acreage and higher sales and incomefétnanrs with cash salemly. Forfarms with poduction contracts, the

difference between gross cash income and gross value of sales reflects primarily the large share of sales that accrues tc
the contractor while the contractigarm operator) generally gets a fixed fee for servicéguré 13 shows that the share

of total gross cash farm income for farms witbdarction contracts was just over one-fourth their share of total gross

cash farm sales. Note that these values are estimates of all income and sales for these farms, not just income and sale:
from commodities produced under contract.

Farm Type

Farm typendicates the commodity or commodity group that accounts for the largest, batessarily majority, share
of a farm’s gross cash income. Thus, farm type and majority enterprise type may be different for farrdserise a
enterprise mix.

Beef/hog/sheep farms represented the largest share of farms byligeesd by cash graifarms (table 3).While these
two farm types were relatively large in terms of acreagéy (cottonfarms averagelligher acreage), they were low in
terms of sales per acre (fig. 14). Farms thatipced poultry and nursery/greenhouse products, both relatively high-
value products, had the highest average sales and sales per acre, but relatively lowfaomnes per

Nearly 90 percent of U.S. farms (1.8limn farms) were in the lowest value-ofgoiuction quartile (minimum number

of farms, ranked by value ofgatuction, that accounted for one-fourth of total U.S. value of production) and
beef/hog/sheep farms amted for half ofarms in that quartile.
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Figure 13

Distribution of farms, acres operated, gross cash farm income, and gross
value of sales, by contracting arrangement, 1995

More than 10 percent of farm operators used contracting to reduce their risks of production and marketing.
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Source: USDA, Economic Research Service. 1995 Agricultural Resource Management Study.

Figure 14
Farm size and per acre sales, by farm type, 1995
Farms that produced nursery and greenhouse products and poultry farms were among the smallest
farms (acres), but had the highest value of sales per acre.
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* The relative standard errors for other livestock exceed 25 percent but are no more than 50 percent.
Note: Farm type indicates the commodity or commodity group that accounts for the largest share of a farm's gross income.
Source: USDA, Economic Research Service, 1995 Agricultural Resource Management Study.
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Table 3--Farm type, by total value of production, 1995

Value-of-production quartile *

Item
United States
Lowest Second Third Highest

Number
Farms 1,832,792 172,717 54,091 8,400 2,068,000

Percent
Share of farms 88.6 8.4 2.6 0.4 100.0
Share of total value of production 25.0 25.0 245 255 100.0
Share of farms by farm type:

All 100.0 100.0 100.0 100.0 100.0
Cash grains 16.9 38.2 24.5 d 18.8
Tobacco 3.9 11 *1.4 d 3.6
Cotton 0.6 4.8 7.5 d 11
Other field crops * 12.2 3.8 6.4 7.9 11.3
Vegetables, fruits, or tree nuts 4.2 5.2 8.2 21.3 4.5
Nursery or greenhouse 2.7 *3.8 5.6 *14.6 2.9
Beef, hogs, or sheep 49.8 16.5 21.1 15.7 46.1
Poultry *0.5 5.8 11.6 *12.9 13
Dairy 4.4 19.2 121 20.2 5.9
Other livestock 4.8 d d d 4.4

! Quartiles are made up of the minimum number of farms (ranked from lowest to highest) required to account for 25 percent of total value of production.
The highest quartile is made up of the largest farms, and the share of farms in this quartile is smaller than the share of total value of production. The
opposite is true of the lowest quartile. Because whole farms must be assigned to a quartile, cumulative value of production may not sum to exactly 25
percent.

% Includes farms for which Conservation Reserve Program (CRP) payments were the sole source of gross farm income.

* = The relative standard error (RSE) of the estimate exceeds 25 percent, but is not more than 50 percent. The RSE provides a means of evaluating
the survey results. A smaller RSE indicates greater reliability of the data. Estimates with RSE’s of 25 percent or less are not marked.

d = Data insufficient for disclosure.

Source: USDA, Economic Research Service, 1995 Agricultural Resource Management Study, all versions.

Of the 0.4 percent of farms &f0farms) that were in thieighest value-of-production quartile, vegetable/fruit/nut and
dairy farms acgunted for one-fifth each. The share of vegetable/fruifarats in thehighest quartile was five times as
high as the share in the lowest quartile. In genfenaths poducing higher-value products were better represented in the
highest value-of-production quartile and those producing lower-value products were more often in the lowest quartile.

Farms specialing in cash grain production represented the largest share (39 perdant)soeceiving government
payments (table 4). Cash grain farrma accounted for 63 percentfafms in thehighest government payments
guartile. The 3.8 percent of farms in thighest quartile produced 17 percent of the total value of productfamus
that received government payments, compared with 68.4 perdaninsfthat made up the lowest quartile aratipced
39 percent of payment recipients’ total value of production.

Income from Government Payments

In 1995 farm operatorsaceived Federal government payments from programs authorized180Mé&od,

Agriculture, Conservation, and Trade Act. Program payments included deficiency payments, disaster payments,
diversion payments, conservation incentive or cost-share payments, Conservation Reserve Program payments, and
others. Many Federal programs were changed, or in some cases discontinued, 19&¢ér feeleral Agriculture

Improvement and Reform Act. For example, income suppatigiir deficiency payments was replaced by the 7-year

fixed but declining production flexibility contract payments. However, the discussion of government payments under the
1990 legislabn presented here remains relevant since it can serve as a baseline for analysis of government payments in
subsequent years under ##96 Act.
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Table 4--Farm type, by income from government payments, 1995

Item Government payments quartile *
All payment
Lowest Second Third Highest farms ?
Number
Farms 466,976 127,910 62,252 25,742 682,880
Percent

Share of farms with payments 68.4 18.7 9.1 3.8 100.0

Share of government payments 24.5 254 249 25.1 100.0

Share of payment farms’

value of production 38.9 20.9 23.4 16.8 100.0

Share of total U.S.

value of production 17.4 9.4 10.5 7.5 44.9

Share of farms by farm type:
All 100.0 100.0 100.0 100.0 100.0
Cash grains 33.7 43.3 59.6 63.3 39.0
Tobacco 11 d d d 0.8
Cotton 2.2 21 *53 *4.8 25
Other field crops * 22.4 28.1 12.3 *17.0 22.3
Vegetables, fruits, or tree nuts 0.9 d d d 0.9
Nursery or greenhouse d d d d na
Beef, hogs, or sheep 28.2 19.3 17.6 10.2 24.9
Poultry *0.7 d d d *0.6
Dairy 9.2 6.2 3.3 na 7.8
Other livestock d d d d *0.8

* Quartiles are made up of the minimum number of farms (ranked from lowest to highest) required to account for 25 percent of total government
payments. Thus, the highest quartile is made up of the largest payment farms, and the share of the farms in this quartile is smaller than the share of
government payments. The opposite is true of the lowest quartile. Because whole farms must be assigned to a quartile, cumulative government
payments may not sum to exactly 25 percent.

% Includes only farms that received at least one Federal, State, or local government payment in 1995.

% Includes farms for which Conservation Reserve Program (CRP) payments were the sole source of gross farm income.

* = The relative standard error (RSE) of the estimate exceeds 25 percent, but is not more than 50 percent. The RSE provides a means of evaluating
the survey results. A smaller RSE indicates greater reliability of the data. Estimates with RSE’s of 25 percent or less are not marked.

d = Data insufficient for disclosure.

Source: USDA, Economic Research Service, 1995 Agricultural Resource Management Study, all versions.

ARMS data orgovernment paymentgceived by farm operators 1995 induded Federal program payments as well as
payments from State and local programs. One-third of the Nafaom's eceived income from at least one Federal,

State, or local government programli®O5 (table 5). Data from the 1992 Census of Agriculture show that in many
counties of the Northern and Southern Plains, and the Corn Belt, plus counties along the Mississippi Valley, more than
48 percent of farmseceived direct cash payments from the Federal government alone (fig. 15). However, many
counties with the highest average Federal paymeriaiparwere farther west as well dsreg the Mississippi Valley

(fig. 16).

Twenty-four percent of nonaamercialfarms eceived government payments compared with almost 60 percent of
commerciafarms. One reason thabncanmercialfarms showed a lower program participatrate is that a large

! Government payments reported in the 1992 Census of Agriculture include deficiency and diversion payments, wool payments,
payments from the Conservation Reserve Program, the Wetlands Reserve Program, other conservation programs, and all other
Federal farm programs under which payments were made directly to farm opera8®2.in
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Table 5--Income from government payments, by selected characteristics, 1995

Farms receiving government payments

u.S.
Item farms Participating Percent of Mean government Percent of gross
farms U.S. farms payment cash farm income
Number Number Percent Dollars Percent
Farms 2,068,000 682,880 33.0 8,225 7.4
Sales class:
Less than $50,000 1,531,760 367,288 24.0 4,453 24.0
$50,000 or more 536,240 315,592 58.9 12,614 5.7
$50,000 - $99,999 194,462 100,426 51.6 6,484 8.5
$100,000 - $249,999 218,968 139,434 63.7 11,174 7.1
$250,000 - $499,999 75,210 50,971 67.8 20,048 6.1
$500,000 - $999,999 30,234 18,543 61.3 28,466 4.5
$1,000,000 or more 17,366 6,218 35.8 35,716 1.9
Acreage class:
49 or fewer acres 578,127 44,569 7.7 1,631 7.2
50 - 179 acres 670,378 170,097 25.4 3,192 15.0
180 - 499 acres 439,630 211,709 48.2 5,631 8.1
500 - 999 acres 196,752 127,858 65.0 11,111 7.3
1,000 or more acres 183,113 128,648 70.3 18,561 6.4
Farm type:
Cash grains 389,081 266,078 68.4 11,045 8.6
Tobacco 74,106 5,668 7.6 3,713 3.1
Cotton 23,752 17,388 73.2 11,906 45
Other field crops * 234,567 152,539 65.0 7,018 218
Vegetables, fruits, or tree nuts 92,214 6,002 6.5 11,479 3.3
Nursery or greenhouse 60,993 d 3.5 d d
Beef, hogs, or sheep 953,649 170,119 17.8 5,775 5.3
Poultry 26,502 3,805 14.4 3,316 1.6
Dairy 121,891 53,452 43.9 5,432 29
Other livestock 91,244 5,673 6.2 2,863 3.9
Farm production region:
Northeast 138,000 25,011 18.1 4,479 3.4
Lake States 221,000 118,243 53.5 6,868 7.6
Corn Belt 420,000 203,985 48.6 8,317 7.8
Northern Plains 187,000 136,995 73.3 9,329 7.9
Appalachian 296,000 45,177 15.3 3,068 55
Southeast 153,000 21,646 14.1 5,118 4.3
Delta 111,000 20,745 18.7 12,903 9.6
Southern Plains 273,000 56,228 20.6 8,637 8.8
Mountain 114,500 38,835 33.9 11,083 7.3
Pacific 154,500 16,015 104 17,773 5.8
Legal organization: ?
Sole proprietorship 1,891,987 601,915 31.8 7,280 8.4
Partnership 102,220 45,310 44.3 16,126 5.8
Corporation 71,110 35,390 49.8 14,043 4.3
Land tenure:
Full owner 1,137,109 298,872 26.3 5,402 14.0
Part owner 744,593 301,697 40.5 10,423 6.1
Tenant 186,298 82,312 44.2 10,417 6.3
See footnotes at end of table. Continued--
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Table 5--Income from government payments, by selected characteristics, 1995--continued

Farms receiving government payments

u.S.
Item farms Participating Percent of Mean government Percent of gross
farms U.S. farms payment cash farm income
Number Number Percent Dollars Percent
Financial position:
Favorable ® 1,123,290 422,031 37.6 8,356 7.8
Marginal income * 708,994 146,906 20.7 6,579 7.5
Marginal solvency ® 105,403 65,415 62.1 10,760 5.9
Vulnerable ° 130,314 48,528 37.2 8,641 6.7
Operator major occupation:
Farming 905,770 414,568 45.8 10,055 6.2
Hired farm manager 21,791 9,531 43.7 12,543 6.1
Other occupation 805,134 161,655 20.1 4,759 14.7
Retired 335,305 97,127 29.0 5,755 324
Operator age:
Younger than 35 years 171,256 51,838 30.3 8,419 5.7
35 - 44 years 418,049 142,455 34.1 8,939 5.9
45 - 54 years 485,732 153,803 317 8,763 6.6
55 - 64 years 474,100 157,593 33.2 8,708 8.3
65 years or older 518,863 177,191 34.1 6,696 115
Operator education:
Less than high school 427,656 84,097 19.7 6,487 8.7
High school 831,251 284,903 343 7,759 7.7
Some college 450,334 173,294 38.5 8,781 6.9
College 358,759 140,586 39.2 9,522 7.0

* Includes farms for which Conservation Reserve Program (CRP) payments were the sole source of gross farm income.
2 Excludes cooperative farms.

% Debt-to-asset ratio 0.40 or less and positive net farm income.

* Debt-to-asset ratio 0.40 or less and negative net farm income.

® Debt-to-asset ratio greater than 0.40 and positive net farm income.

® Debt-to-asset ratio greater than 0.40 and negative net farm income.

d = Data insufficient for disclosure.

Source: USDA, Economic Research Service, 1995 Agricultural Resource Management Study, all versions.

share of nonaomercialfarms specialized in the guiuction of livestock commodities while a large share ofroercial
farms specialized in crop @auction, and most government programs, with the exception of dairy, were aimed at crop
production.

In like manner, looking at comercialfarms done, the participation rate was related to commaodity specialty. Thirty-six
percent of commercidarms with sales of $1 iffion or more participated in government programs compared with 60
percent of commercidarms with salesinder $1 million, partly because a large share of the largesheccialfarms

(sales $1,000,000 or more) wéikestock operations (beef cattle and feedlots), while a large share of the smaller
commerciafarms specialized in the @auction of program crops such as cash grains, cotton, and tobacco.

While the average payment tonemercialfarms was nearly three times the average paymerdrtconmercialfarms,

the payment represented 6 percent of gross cash farm incomenfoeogalfarms but 24 percent twoncanmercial
farms. In general, the averaggvernment payment increased as sales class increased, but the importance of that
payment to income decreased.
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Figure 15
Share of farms receiving government payments, by county, 1992
Counties with the largest share of farms receiving payments were in the Northern and Southern Plains and Corn Belt.

Percent of farms
W 48.1-90.2
B 23.0-480

9.7-229 ] .
= . Economic
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[] Not available or none e Service
Note: Each range accounts for one-fourth of counties receiving payments. W @

Source: Calculated by USDA/Economic Research Service using data from the 1992 Census of Agriculture.

Figure 16
Average government payment per farm, by county, 1992
The highest payments per farm were in the Northern and Southern Plains, the Pacific region, and the Mississippi Valley.

Mean dollars per receiving farm
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Note: Each range accounts for one-fourth of counties receiving payments. :j:; é

Source: Calculated by USDA/Economic Research Service using data from the 1992 Census of Agriculture.
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Participaton in government programs increased as acreage class increased. The distribatiortype confirms that

farms that specialized in conadities that are typically grown on large acreage, such as cash grains and cotton, had

high enroliment rates in government programs and relatively high average payments. However, government payments
were far more important to farmsqgaiucing other field crops (22 percent of gross cash income) tharfatierypes

(9 percent or less). Note that the “other field crops” category includes operations for which Conservation Reserve
Program (CRP) payments were the sole source of gross farm income.

High participation rates in the Northern Plains (73 percent), Lake States (54 percent), and Corn Belt (49 percent)
provide additional evidence of the connection between large adegage grain psduction, and government program
participation. Nevertheless, the contribution of government payments to gro$aroasitome was less than 10
percent, on average, for farms in atjicns.

Fifty percent of corporations and over 40 perceriiohs organized as partnerships participategbirernment

programs in 1995, compared with 32 percerfaghs organized as sole proprietorships. Average payments to
corporations and partnerships were twice the average payment to sole proprietorships, but payments were twice as
important to gross cash farm income of sole proprietorships as to income of ¢ongoKat average.

More than 40 percent of farms that rented part or all of the land they ope&eged government program payments
which averaged just over $10,000 famm. Although full-ownefarms eceived payments that averaged just half of
that amount, the payments were more than twice as important to gro$argasitome.

Operators whose primary occupation vi@sning were more likely to enroll in government programs than retired
operators (46 percent v. 29 percent), and their average payment was 75 percent higher. HoweVér, tirnectage
payment received by retired operators accounted for nearly one-third of retired operators’ average davss cash
income because of their lower farm income. In contrast, incomegoerrnment payments averagD,055 and
accounted for 6 percent of gross cémim income for operators whose primary occigratvasfarming.

In like manner, government payments were more important to grostaoasincome of operators 65 yearsotiter

than to farm income ofounger operators. Operators with less than a high school education, who are generally older
than operators with more education, were also the least likely to be enrolled in government programs and had the lowe:
average payment.

Financial Char acteristics

Financial characteristics discussed in thisisedhcludefarm income and expenses, assets and debt, and farm financial
position. We analyze thesearhcteristics for all farms as well as farms grouped by sales class, valwehoftjion

guartile, net farm income quartile, agavernment payments quartile. When we sfadyns in these subsets, we can

look for patterns of variation in financial afacteristics.

Net farm income is a measure of the farm’gitgtio service debt and pay other expenses, while providing a return to
the factors of production, including the operator’s unpaid labor. The debt-to-asset ratio is a meastaso$ theel

of indebtedness and vulnerability to income swings. Financial position combines the debt-to-asset ratitawith net
income. The two measures together provide an indicator &rtinés long-term financial health and viability.

Distribution by Sales
Distributingfarms by sales clagitustrates that the importance of the components of grosdaastincome varies
across sales class, that the level of indebtedness is generally associdiauvéthe, and that farm financial siiéip

is often related to farm size.

Farm Income. Crop and livestock sales provided 84 percent of grosaamlincome navnwide in1995, but
ranged from 67 percent, on average, for nomoercialfarms (salesinder$50,000) to 91 percent for wonercial
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farms that had sales of $lillion or more (table 6). In contrast, otfarm-related income, which ihaes income
from renting oufarmland, was 2-3 times &igh for nonconmercialfarms as for cmmercialfarms. Government
payments accounted for 3.7 percent of gross feashincome for all farms but were more importanhémcaonmercial
farms (8.5 percent) than to very large (sales $#liomor more) conmercialfarms (0.5 percent). However,
government payments were much higher for very largermrcialfarms, averging$12,789 compared with $1,067
for noncanmercialfarms.

Net cash farm income was negative, on averagediocanmercialfarms, since average cash expensesened
average gross cash farm income. Because a farm businaess arvive very low or negatifarm income
indefinitely, many small noncomercialfarm operabns rely on the operator’sfefarm income sources to sustain the
business as well as provide adequate income for the household.

Average net cash farm income was positive for atiroercialfarm sales classes, and net cash farm income averaged
more than 20 percent of gross cash farm income fanecialfarms with sales d8100,000 or more.

Assets and Debt. Assets of nongamercialfarms exeeded one-quarterilfion dollars, on average, while average

assets of the largest commerdaims (sales of $1 ifion or more) exeeded $4 ition. Noncanmercialfarms

typically carried less debt relative to assets (7.5 percent, on average) than the langestiedfarms (21 percent).

Debt relative to assets generally increased with sales class, as did the absolute value of the average debt load. While
debt averaged $20,000 foonconmercialfarms, average debt for mmonercialfarms ranged fror870,000 forfarms in

the $50,000-$99,999 sales class to more than $850,000 for thiliéd-amd-over sales class.

Financial Position. ~More than half of U.S. farms were in a favorable financial jposih 1995, claracterized by a
debt-to-asset ratio of 0.40 or less and positive net farm incdvhéde 39 percent of nonocamercialfarms were in the
marginal income category (debt-to-asset ratio 0.40 or less and negafaemigicome), 23 percent of wonercial

farms were classified as nggmal income with the share of marginal incdizwens generally decreiag with sales

class. The opposite was true of farms classified aginaisolvency (debt-to-asset ratio above 0.40 and positive net
farm income), which aczinted for 5 percent darms naibnwide, but a smaller share of normooercialfarms (3

percent) than commercifdrms (12 percent) and shares generally inargasith sales class (fig. 17).

Marginal incomdarms may swive a period of negative nkgtrm income by dditional borrowing against equity or by
supplemering farm income with off-farm income. Mginal solvencyarms may swive a high debt load because
their positive net farm income@rides sufficient cash to pay the cost of borrowing and other expenses. Common
sense leads us to conclude tlaams in avulnerable financial position (6 percentfafms naibnwide) would be the
least likely to survive an economic shock because they might not ¢t@essdo additional borrowing or sufficient
retained earnings income to pay expenses indefinitely. However, 68 pera@nmin avulnerable financial position
were noncomercialfarms whose swival is more likely to be a function of the level and continuityféfarm income
than income from the farm business (fig. 18).

Distribution by Value of Production

Rankingfarms by gross value of gduction identifiearms that contribute the largest share to théoNat

agricultural output. If we then group these ranked farms so that each grouptador an equal share of output, we
can see how the groups differ from each other. Table 7 shows that the 8,400damest thdUnited States (0.4
percent of all farms) duced one-fourth of all agricultural commoditied 895, compared with the 1,832,792
smallest farms (88.6 percent of all farms) that alsalpeced one-fourth of the Nation’s agricultural commodities.

Farm Income. Farms in thdighest value-of-production quartile averaged close to $4 million in gros$acash
income, whildfarms in the lowest value-of-pduction quartile averaged ne&#6,000. Commdity sales were evenly
divided between crops and livestock farms in thehighest and lowest value-of-production quartiles. Sales of crops
and livestock were a larger share of gross &ash income for farms in theighest quartile (89 percent) than farms

in the lowest quartile (79 percent), so that government payments anthotheelated income were more important to
smaller farms.
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Table 6--Selected farm business financial characteristics, by sales class, 1995

Sales class
All
Item Lessthan $50,000to $100,000to  $250,000to $500,000to $1,000,000
$50,000 $99,999 $249,999 $499,999 $999,999 or more

Number

Farms 1,531,760 194,462 218,968 75,210 30,234 17,366 2,068,000
Dollars per farm

Gross cash farm income 12,482 74,484 155,361 317,963 593,005 2,446,149 73,474

Livestock sales 4,671 27,971 61,843 110,963 172,542 1,147,026 28,828

Crop sales 3,662 33,679 68,492 159,633 327,434 1,081,058 32,802

Government payments 1,067 3,349 7,115 13,587 17,459 12,789 2,715

Other farm-related income 3,082 9,485 17,912 33,779 75,571 205,275 9,129

Cash expenses 14,184 62,024 122,701 246,010 444,884 1,935,599 61,035
Net cash farm income *-1,702 12,459 32,661 71,954 148,121 510,549 12,439
Net farm income 4511 * 6,056 21,688 55,635 108,897 426,123 10,438
Farm assets 264,784 495,482 634,846 1,051,689 1,619,307 4,073,701 406,068
Farm equity 244,861 424,817 514,999 854,804 1,297,384 3,217,173 352,916
Capital investments * 3,792 9,854 18,410 31,938 54,685 130,779 8,744
Percent of gross cash farm income
Gross cash farm income 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Livestock sales 374 37.6 39.8 34.9 29.1 46.9 39.2

Crop sales 293 45.2 44.1 50.2 55.2 44.2 44.6

Government payments 8.5 4.5 4.6 4.3 2.9 0.5 3.7

Other farm-related income 24.7 12.7 115 10.6 12.7 8.4 12.4

Cash expenses 113.6 83.3 79.0 77.4 75.0 79.1 83.1
Net cash farm income *.13.6 16.7 21.0 22.6 25.0 20.9 16.9
Net farm income b4l *8.1 14.0 17.5 18.4 17.4 14.2
Percent of assets
Farm assets 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Liabilities (debt/asset ratio) 7.5 14.3 18.9 18.7 19.9 21.0 13.1
Farm equity 925 85.7 81.1 81.3 80.1 79.0 86.9
Percent of farms
Farm financial position:

All 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Favorable 52.5 57.8 59.6 63.5 61.7 53.7 54.3
Marginal income 3 39.1 25.7 19.2 16.4 13.0 14.7 34.4
Marginal solvency * 2.6 8.7 13.6 12.8 16.9 21.0 5.1
Vulnerable ® 5.7 7.7 7.6 7.3 *8.4 *10.6 6.2

" Excludes real estate purchases.

2 Debt-to-asset ratio 0.40 or less and positive net farm income.

% Debt-to-asset ratio 0.40 or less and negative net farm income.

* Debt-to-asset ratio greater than 0.40 and positive net farm income.

® Debt-to-asset ratio greater than 0.40 and negative net farm income.

* = The relative standard error (RSE) of the estimate exceeds 25 percent, but is not more than 50 percent. The RSE provides a means of evaluating
the survey results. A smaller RSE indicates greater reliability of the data. Estimates with RSE’s of 25 percent or less are not marked.

&= The RSE is 103 percent.

b= The RSE is 100 percent.

Source: USDA, Economic Research Service, 1995 Agricultural Resource Management Study, all versions.
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Figure 17

Financial position of U.S. farms, by sales class, 1995
The share of farms with relatively high debt increased with sales class.
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* The relative standard error exceeds 25 percent butis no more than 50 percent.

Source: USDA, Economic Research Service, 1995 Agricultural Resource Management Study.

1/ Debt-to-asset ratio 0.40 or less and positive net farm income. 2/ Debt-to-assetratio 0.40 or less and negative net farm
income. 3/ Debt-to-asset ratio greater than 0.40 and positive net farm income. 4/ Debt-to-asset ratio greater than 0.40

Figure 18

Sales class of farms, by financial position, 1995
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More than two-thirds of financially vulnerable farms had gross sales under $50,000.

100

80 [~

H $500,000 or more
E $250,000-$499,999
[J $100,000-$249,999
E $50,000-$99,999
O Less than $50,000

60 [~

40 |- -

Favorable 1/ Marginal solvency 3/
Marginal income 2/ Vulnerable 4/
Financial position

4/ Debt-to-asset ratio greater than 0.40 and negative net farm income.

1/ Debt-to-asset ratio 0.40 or less and positive net farm income. 2/ Debt-to-asset ratio 0.40 or less and
negative net farm income. 3/ Debt-to-asset ratio greater than 0.40 and positive net farm income.

Source: USDA, Economic Research Service, 1995 Agricultural Resource Management Study.
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Table 7--Selected farm business characteristics, by total value of production, 1995

Value-of-production quartile *

Item All
Lowest Second Third Highest
Number
Farms 1,832,792 172,717 54,091 8,400 2,068,000
Percent
Share of farms 88.6 8.4 2.6 0.4 100.0
Share of total value of production 25.0 25.0 245 255 100.0
Dollars per farm
Gross cash farm income 26,129 227,186 617,764 3,738,172 73,474
Livestock sales 10,101 84,277 224,505 1,714,598 28,828
Crop sales 10,387 106,679 309,839 1,620,594 32,802
Government payments 1,666 9,923 14,407 8,231 2,715
Other farm-related income 3,975 26,307 69,013 394,748 9,129
Cash expenses 24,101 180,698 481,123 2,954,119 61,035
Net cash farm income 2,028 46,488 136,642 784,053 12,439
Net farm income 2,276 35,113 105,910 669,205 10,438
Farm assets 305,130 828,635 1,589,399 6,120,915 406,068
Farm equity 275,291 670,167 1,258,804 4,933,228 352,916
Capital investments 5,126 23,876 54,240 193,893 8,744

Percent of gross cash farm income

Gross cash farm income 100.0 100.0 100.0 100.0 100.0
Livestock sales 38.7 37.1 36.3 45.9 39.2
Crop sales 39.8 47.0 50.2 43.4 44.6
Government payments 6.4 4.4 2.3 0.2 3.7
Other farm-related income 15.2 11.6 11.2 10.6 12.4

Cash expenses 92.2 79.5 77.9 79.0 83.1

Net cash farm income 7.8 20.5 22.1 21.0 16.9

Net farm income 8.7 155 171 17.9 14.2

Percent of assets

Farm assets 100.0 100.0 100.0 100.0 100.0

Liabilities (debt-to-asset ratio) 9.8 19.1 20.8 19.4 13.1

Farm equity 90.2 80.9 79.2 80.6 86.9

Percent of farms

Farm financial position:

All 100.0 100.0 100.0 100.0 100.0
Favorable 2 535 61.1 60.2 55.8 54.3
Marginal income 3 36.6 17.6 14.7 13.0 34.4
Marginal solvency * 3.9 12.7 17.0 *24.1 5.1
Vulnerable ° 5.9 8.6 8.1 7.1 6.2

' Quartiles are made up of the minimum number of farms (ranked from lowest to highest) required to account for 25 percent of total value of
production. The highest quartile is made up of the largest farms, and the share of farms in this quartile is smaller than the share of total value of
production. The opposite is true of the lowest quartile. Because whole farms must be assigned to a quartile, cumulative value of production may not
sum to exactly 25 percent. ? Debt-to-asset ratio 0.40 or less and positive net farm income. °Debt-to-asset ratio 0.40 or less and negative net farm
income. * Debt-to-asset ratio greater than 0.40 and positive net farm income. ° Debt-to-asset ratio greater than 0.40 and negative net farm income.

* = The relative standard error (RSE) of the estimate exceeds 25 percent, but is not more than 50 percent. The RSE provides a means of evaluating
the survey results. A smaller RSE indicates greater reliability of the data. Estimates with RSE’s of 25 percent or less are not marked.

Source: USDA, Economic Research Service, 1995 Agricultural Resource Management Study, all versions.
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The average government payment was higl$dst,407) foffarms in the third quartile, one-fourth of which were cash
grain farms. Since gross cash farm income averaged mor&8ar000 fofarms in this quartilegovernment

payments accounted for 2.3 percent of gross feashincome, on average. Government payments were a larger share
of gross cash income for smaller farms.

Cash expenses for the lowest quartile averaged 92 percent of gross cash farm income, in contrast to less than 80
percent for farms in the other three quartiles. In fact, many farms in the lowest quartile had cash exqeEtseg ex
income, a situation common to nonumercialfarms.

Assets and Debt. Farms in thdighest quartile averaged assets of more than $6 million, almost four times as much as
assets of farms in the third quartile. The debt load relative to assets was about the same for the top three quartiles (ne
20 percent), twice the debt-to-asset ratio for the lowest quartile. This translates to an average debt load of more than
$1 million for farms in thehighest quartile.

Financial Position. Negative net farm income characterizes farms in thginarincome and vulnerable financial
position categories. 1995, more than 40 percentfafms in the lowest quartile had negative net farm income,
compared with 20 percent in the highest quartile. However, 37 perdaninsfin the lowest quartile had a low debt-
to-asset ratio along with a negative fagm income (maginal incomefarms), compared with 13 percent of giaal

income farms in thhighest quartile. The sharefafms in the maginal solvency category (positive rfatm income

and high debt-to-asset ratio) increased by value-of-production quartile. A larger dhamesdh thehighest quartile

than the lowest quartile may be in the marginal solvency category because they may have greater need for outside
capital (assets averaged more than $6 million), and because they may have more incentive to borfanngtarger
generally realize greater efficiencies in production and generate more revenue, and perhaps profit, iomveodibil

of assets?, p. 21). 2

Distribution by Net Farm Income

Rankingfarms by net farm incomaghlights differences ifarms based on how much income they retain after
deducting cash expenses, depreciation, and other nonmoney adjustmefasm Netome represents the return (or
loss) to unpaid labor, unpaid management, and equity capital. Just 2 percefarofsadicounted for 75 percent of
net farm income in995 (table 8).

Farm Income. Relatively few (2,278) very largarms made up thaighest nefarm income quartile. These farms
averaged net farm income of $2.4llion, or 42 percent of an average gross dasim income near $6 iition. In
contrast, many smaller farms (98 percent of all farms) realized an average net farm inco®e0fdB® percent of
gross cash farm income avgireg less tha$55,000.

Because beef/hog/sheep farms made up more than half of farms in the lowest inestdek sales accounted for a
larger share of gross cash farm income for farms in the lowest quartile than for farms in other quatibesh At
average government payment was lowesfdons in the lowest quartile, the importancgofernment payments to
gross cash farm income wadl $tighest forfarms in that quartile (4.5 percent) .

Average cash expenses, which ranged from near $50,0€01® in the lowest quartile to $3.5llion for farms in
the highest quartile, equaled 91 percent of grossfaashincome in the lowest quartile but near 60 percent for the
other three quartiles. Thus, both net cash farm income and net farm income were a much langef gorss cash
farm income for farms in the three upper quartiles.

Assets and Debt . Assets for farms in the lowest quartile avera®@69,457 wile assets fofarms in thehigher
quartiles averaged $1.5 million or more. Although the absolute value of debt varied by quartile, the average

2 ltalicized numbers in brackets identify literature cited in Appendix F: References.
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Table 8--Selected farm business characteristics, by net farm income, 1995

Net farm income quartile *

Item All
Lowest Second Third Highest
Number
Farms 2,031,264 24,045 10,413 2,278 2,068,000
Percent

Share of farms 98.2 1.2 0.5 0.1 100.0

Share of net farm income 24.9 24.5 25.4 25.1 100.0

Share of farms by farm type:

All 100.0 100.0 100.0 100.0 100.0
Cash grains 18.6 41.5 18.0 d 18.8
Tobacco 3.6 d d d 3.6
Cotton 1.0 10.0 d d 11
Other field crops 11.4 4.0 *18.1 d 11.3
Vegetables, fruits, or tree nuts 4.3 *7.6 *17.7 d 4.5
Nursery or greenhouse 29 *5.8 *10.5 d 29
Beef, hogs, or sheep 46.6 *20.9 *13.6 d 46.1
Poultry 1.3 d d d 1.3
Dairy 5.8 7.0 12.8 d 5.9
Other livestock 4.5 d d d 4.4

Dollars per farm
Gross cash farm income 54,481 555,960 1,425,155 5,737,653 73,474
Livestock sales 22,453 145,697 496,871 2,340,435 28,828
Crop sales 23,295 282,819 711,609 2,767,707 32,802
Government payments 2,456 18,258 15,842 * 10,256 2,715
Other farm-related income 6,277 109,186 200,832 * 619,255 9,129

Cash expenses 49,362 339,358 942,930 3,501,189 61,035

Net cash farm income 5,119 216,602 482,225 2,236,464 12,439

Net farm income 2,650 219,997 527,234 2,379,972 10,438

Farm assets 369,457 1,518,272 3,456,249 * 7,368,512 406,068

Farm equity 321,801 1,274,953 3,024,103 * 6,155,051 352,916

Capital investments 7,608 48,307 90,861 228,817 8,744

Percent of gross cash farm income
Gross cash farm income 100.0 100.0 100.0 100.0 100.0
Livestock sales 41.2 26.2 34.9 40.8 39.2
Crop sales 42.8 50.9 49.9 48.2 44.6
Government payments 4.5 3.3 1.1 *0.2 3.7
Other farm-related income 115 19.6 14.1 10.8 12.4

Cash expenses 90.6 61.0 66.2 61.0 83.1

Net cash farm income 9.4 39.0 33.8 39.0 16.9

Net farm income 4.9 39.6 37.0 41.5 14.2

Percent of assets

Farm assets 100.0 100.0 100.0 100.0 100.0

Liabilities (debt/asset ratio) 12.9 16.0 12.5 *16.5 13.1

Farm equity 87.1 84.0 87.5 83.5 86.9

See footnotes at end of table. Continued--
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Table 8--Selected farm business characteristics, by net farm income, 1995--continued

Net farm income quartile *

Item All
Lowest Second Third Highest
Number
Farms 2,031,264 24,045 10,413 2,278 2,068,000
Percent of farms

Farm financial position:

All 100.0 100.0 100.02 2 100.0
Favorable ® 53.7 87.7 82.4°2 2 54.3
Marginal income * 35.0 0 0?2 2 34.4
Marginal solvency ® 4.9 12.3 1767 2 5.1
Vulnerable ° 6.3 0 02 2 6.2

' Quartiles are made up of the minimum number of farms (ranked from lowest to highest) required to account for 25 percent of net farm income. The
highest quartile is made up of the largest farms, and the share of farms in this quartile is smaller than the share of net farm income. The opposite is
true of the lowest quartile. Because whole farms must be assigned to a quartile, cumulative net farm income may not sum to exactly 25 percent.

2 Data for farms in the third and highest quartiles are combined in order to avoid disclosure. * Debt-to-asset ratio 0.40 or less and positive net farm
income. * Debt-to-asset ratio 0.40 or less and negative net farm income. ° Debt-to-asset ratio greater than 0.40 and positive net farm income. ° Debt-
to-asset ratio greater than 0.40 and negative net farm income. * = The relative standard error (RSE) of the estimate exceeds 25 percent, but is not
more than 50 percent. The RSE provides a means of evaluating the survey results. A smaller RSE indicates greater reliability of the data. Estimates
with RSE's of 25 percent or less are not marked. d = Data insufficient for disclosure.

Source: USDA, Economic Research Service, 1995 Agricultural Resource Management Study, all versions.

debt-to-asset ratio was somewhat similar (13-17 percent) across all groups. Average debt for farms in the lowest
quartile was unde$50,000, compared with more than $240,000 for ddrens.

Financial Position . Not surprisingly, given a ranking variable of faatm income, all farms above the lowest net farm
income quartile had positive net farm income. ddiion, more than 80 percent of them also had relatively low debt,

so their financial position was classified as favorable. In contrast, just over fathsfin the lowest quartile were in

a favorable financial position. Mofarms in thehigher quartiles were in a marginal solvency category (positive net

farm income and relativelyigh debt-to-asset ratio), not only because they chose to borrow, but also because their high
net farm income enabled them to qualify for loans and to supportincatetedness.

Distribution by Government Payments

Groupingfarms by level ofjovernment payments highlights variation in the financial attributésf eceiving the
largest and smallest shares of payments, and variation in the contribution of government payaremiadome.
Although one-third of U.Sfarms eceived government paymentsli@o5, less than 4 percent of thdsems eceived
one-fourth of all payments, averaging more 80,000 pefarm (table 9). Farms thatgeived government
payments in 1995 acanted for nearly half of the total U.S. value of production. Average grosfacasimcome was
highest in the highest government payments quartile and lowest in the lowest quatrtile.

Farm Income. The highest quartile darms grouped by totg@overnment payments was made ufeaofns that

averaged more than $500,000 in gross faish income and averaged total payment$5f,805. About two-thirds of
farms eceiving government payments made up the lowest quarféeno$ ranked bgovernment payments, and these
farms averagefi61,730 in gross casarm income and $248 ingovernment payments. The largest payments went to
the largest farms because1li@95, a substantial share of payments were tiedbduption levels.

The average government paymentffoms in thehighest quartile accounted for 11 percent of average gros§acash
income, compared with 5 percent for the lowest quatrtile.
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Table 9--Farm business characteristics, by government payments, 1995

Government payments quartile *

Item
All payment
Lowest Second Third Highest farms 2
Number
Farms receiving government payments 466,976 127,910 62,252 25,742 682,880
Percent
Share of all farms receiving payments 68.4 18.7 9.1 3.8 100.0
Share of government payments 24.5 254 249 25.1 100.0
Share of government payment farms’
value of production 38.9 20.9 23.4 16.8 100.0
Share of U.S. value of production 17.4 9.4 10.5 7.5 44.9
Dollars per farm
Gross cash farm income 61,730 127,491 283,220 524,142 111,670
Livestock sales 25,980 40,653 81,052 150,792 38,454
Crop sales (includes net CCC loans) 25,120 61,690 143,203 259,532 51,571
Government payments 2,948 11,168 22,496 54,805 8,225
Other farm-related income 7,682 13,980 36,470 59,012 13,421
Cash expenses 50,244 99,095 223,888 403,706 88,548
Net cash farm income 11,486 28,396 59,333 120,436 23,122
Net farm income 9,510 21,793 40,793 101,337 18,124
Farm assets 378,042 591,439 947,928 1,430,712 509,648
Farm equity 325,545 495,068 756,554 1,110,490 426,180
Capital investments 8,693 14,723 28,172 45,845 12,999
Percent of gross cash farm income
Gross cash farm income 100.0 100.0 100.0 100.0 100.0
Livestock sales 42.1 31.9 28.6 28.8 34.4
Crop sales (includes net CCC loans) 40.7 48.4 50.6 495 46.2
Government payments 4.8 8.8 7.9 10.5 7.4
Other farm-related income 124 11.0 12.9 11.3 12.0
Cash expenses 814 7.7 79.1 77.0 79.3
Net cash farm income 18.6 22.3 20.9 23.0 20.7
Net farm income 154 171 144 19.3 16.2
Percent of assets
Farm assets 100.0 100.0 100.0 100.0 100.0
Liabilities (debt-to-asset ratio) 13.9 16.3 20.2 224 16.4
Farm equity 86.1 83.7 79.8 77.6 83.6
Percent of farms
Farm financial position:
All 100.0 100.0 100.0 100.0 100.0
Favorable * 60.7 67.4 57.7 63.2 61.8
Marginal income * 23.8 15.1 20.6 13.6 215
Marginal solvency ® 8.8 9.7 13.1 15.3 9.6
Vulnerable ® 6.7 7.8 8.6 *7.8 7.1

 Quartiles are made up of the minimum number of farms (ranked from lowest to highest) required to account for 25 percent of total government
payments. Thus, the highest quartile is made up of the largest payment farms, and the share of the farms in this quartile is smaller than the share of
government payments. The opposite is true of the lowest quartile. Because whole farms must be assigned to a quartile, cumulative government
payments may not sum to exactly 25 percent. ? Includes only farms that received at least one Federal, State, or local government payment in 1995. 3
Debt-to-asset ratio 0.40 or less and positive net farm income. * Debt-to-asset ratio 0.40 or less and negative net farm income. ® Debt-to-asset ratio
greater than 0.40 and positive net farm income. °® Debt-to-asset ratio greater than 0.40 and negative net farm income.

* = The relative standard error (RSE) of the estimate exceeds 25 percent, but is not more than 50 percent. The RSE provides a means of evaluating
the survey results. A smaller RSE indicates greater reliability of the data. Estimates with RSE’s of 25 percent or less are not marked.

Source: USDA, Economic Research Service, 1995 Agricultural Resource Management Study.
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Commodity sales were about evenly divided between crops and livestdaknfisrin the lowest quartile, but were
more heavily weighted toward crops farms in the upper three quartiles. This result is not unexpected since
payments under crop programs make up the largest share of government ofdlagoferators.

Assets and Debt. Farms thataceived government paymentsli®95 averaged more than $500,000 in assets. The
highest quartiléarms averaged assets nearer $lildlomwhile the lowest quartiléarms averaged assets&¥78,042.
Heavily weighted byarms in the lowest quartile, the debt-to-asset ratio for all faeoeving government payments
averaged 16.4 percent. In the highest quartile, average debt w&800¢€300, miing the debt-to-asset ratio 22.4
percent.

Financial Position. ~Over 60 percent of farmegeiving government payments were in a favorable financial position in
1995, with positive neflarm income and relatively low debt-to-asset ratio. Less than 30 percent of farms had negative
net farm income (mainal income and vulnerablarms). A larger share of farms were in the givaal solvency

category (positive net farm income and debt-to-asset ratio 0.40 or morejightst quartile (15.3 percent) than in

the lowest quartile (8.8 percent).

Sources of Farm Business Loans

Farm operatorseceive credit from many sources and for many different purposes. Differenfdatimgby their
business characteristics and operator characteristics, and theniiggtitiéjr sources of funds, enables us to discern
who is medhg the credit needs of various groupgasmers. For example, in 1995, the Federargateed loan
program, which targets operators who may not otherwise have access to credit, backed loans for 8 percent of
commerciafarms compared with 3 percentridncanmercialfarms (table 10).

If the operation had one or mdeem loans otstanding as of Dec. 31,995, the RKRMS Farm Operator Resources
version of the questionnaire collected detailed information on the four loans with the largest end-of-year balances.
However, the extent of lender debt may be somewhat underestimatedRidi® data, because operators had the
option to refuse to answer lender debt questions.

Half of all U.S. farms reported caing debt from one or more lenders aalys end. A larger share ofromercial

farms thamoncanmercialfarms reported lender debt (74.6 percent v. 40.7 percent), and a larger sharmefdial

farms had loans guaranteed by the Farm Service Agency (FSA, formerly the Farmers Honigtration or FmHA)

than did noncmmercialfarms (fig. 19)2 Operators of monercialfarms may borrow more often thanncanmercial

farm operators nainly because they require more physical and financial resources for their larger businesses, but also
because they have more cash flow to service debt.

More operators reported borrowing from banks than from any other credit source (32 percent ofalind)S . Half

of commerciafarms and one-fourth efoncanmercialfarms reported at least one bank loatstanding at the close of
1995. Over 20 percent of allmmnercialfarms reported loans madedhgh the=arm Credit System compared with 6
percent of all nonaomercialfarms, and 10 percent of allmonercialfarms reported oing money to FSA compared
with 2 percent of all noneomercialfarms.

Nationwide, 10 percent ddrms reported loans from the Farm Credit System, but about 17 percent of farms organized
as corporations or partnerships reported loatstanging from the=arm Credit System at the end1&f95, compared
with 10 percent of farms organized as sole proprietorships.

Thirty-six percent of farms in a favorable financial piositreported lender debt, compared with 55 percefarofs
with marginal income and nearly all of marginal solvency and vulnefantes. Maginal solvencyarms had the
highest level of garanteed debt (18 percent) andherablefarms the seand highest level, because without
government garantees to the lender, they may not have hegka to credit.

% Besides originating loans, the FSA may guarantee loans (promise to repay the lender if the borrower defaults) origiated by ot
lenders, such as commercial banks.
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Table 10--Sources of farm business loans, by selected characteristics, 1995 !

Farms reporting Farms reporting loan from
Farm Farm
Item Lender Guaranteed Credit Merchants Other Service
debt ? loan System ? Banks and dealers* lenders® Agency
Number
Farms ° 1,024,894 86,695 214,931 658,550 100,952 293,404 87,586

Percent of all U.S. farms

Share of all U.S. farms 49.6 4.2 104 318 49 14.2 4.2
Sales class:
Less than $50,000 40.7 2.8 6.3 253 2.6 11.7 2.4
$50,000 or more 74.6 8.2 22.0 50.5 11.4 214 9.5
$50,000-$99,999 67.3 7.7 16.2 48.2 9.2 17.3 8.2
$100,000-$249,999 78.3 8.3 23.7 50.4 11.9 24.3 12.1
$250,000-$499,999 78.5 9.0 29.1 54.3 14.3 21.2 8.4
$500,000-$999,999 82.3 9.1 28.2 55.5 14.9 25.8 5.7
$1,000,000 or more 79.8 7.8 245 54.3 11.3 23.9 d
Type of farm:
Cash grains 59.4 6.9 15.3 39.2 8.6 16.9 7.3
Tobacco 59.9 d d *50.8 d d d
Cotton 70.2 d *16.1 42.8 *15.8 *15.2 d
Other field crops 35.3 d 7.7 19.1 *2.1 11.0 *3.9
Vegetables, fruits, tree nuts 51.0 d 11.4 26.8 d 22.6 d
Nursery or greenhouse 40.6 d *3.6 25.3 d *14.9 d
Beef, hogs, or sheep 45.0 3.2 7.7 30.2 3.2 12.1 2.7
Poultry 75.9 *3.7 *31.4 43.4 d *11.1 *14.2
Dairy 74.0 8.8 24.6 46.1 11 23.9 104
Other livestock 45.7 d d *22.2 d d d
Legal organization:
Sole proprietorship 48.8 4.0 9.8 31.3 4.7 13.8 4.3
Partnership 58.3 6.5 175 38.1 7.5 16.2 4.2
Corporations 58.6 d 17.4 35.3 6.7 22.9 d
Farm financial position:
Favorable 36.2 2.7 8.9 234 3.9 8.5 23
Marginal income ® 54.9 3.7 9.5 34.4 4.5 17.0 3.1
Marginal solvency ° 96.9 *18.1 25.3 61.9 7.9 28.2 22.0
Vulnerable *° 94.3 7.9 16.0 64.0 *12.1 35.1 11.7
Operator major occupation:
Farm or ranch work 59.5 5.7 155 39.1 8.0 16.0 6.9
Hired manager 37.5 d *6.0 24.9 d *15.8 d
Other 52.5 3.7 7.9 34.4 3.1 15.6 2.6
Retired 16.0 d d *6.5 d d d
Operator age:
Less than 35 years 74.8 *6.4 10.6 52.7 7.4 *19.8 *4.0
35-44 years 67.4 7.3 12.6 44.3 8.1 223 7.3
45-54 years 58.3 3.8 12.6 36.1 5.3 19.3 5.1
55-64 years 43.7 3.3 10.7 28.1 35 10.7 2.8
65 years or older 24.1 *2.2 6.2 14.3 *2.4 4.2 2.3
See footnotes at end of table. Continued--
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Table 10--Sources of farm business loans, by selected characteristics, 1995 ! --continued

Farms reporting Farms reporting loan from
Farm Farm
Item Lender Guaranteed Credit Merchants Other Service
debt ? loan System ? Banks and dealers* lenders® Agency
Number
Farms 1,024,894 86,695 214,931 658,550 100,952 293,404 87,586

Percent of all U.S. farms

Operator education:

Less than high school 39.2 *2.5 7.3 26.1 *4.2 8.3 2.5
High school 49.4 5.3 9.9 31.9 4.9 14.2 4.3
Some college 59.6 4.1 11.4 38.9 6.1 18.5 5.8
College or higher 49.6 *3.7 14.1 29.7 4.3 15.7 4.1

! Based on all loans outstanding as of Dec. 31, 1995. ? Lender debt is not identical to the accounting definition of total debt used in determining farm
financial position. * Borrowing from the Farm Credit System includes loans from Federal Land Bank Associations, Production Credit Associations,
Agricultural Credit Associations, and other entities within the Farm Credit System. * Includes input suppliers, cooperatives and other merchants,
implement dealers, and financing corporations. ®° Includes life insurance companies, State and county lenders, individuals and other lenders. °©
Excludes farms with no lender debt or farms whose operators refused to answer questions related to lender debt. The 1995 ARMS questionnaire
collects details on up to four loans (the largest) of the operation’s lender debt. ” Debt-to-asset ratio 0.40 or less and positive net farm income. ® Debt-
to-asset ratio 0.40 or less and negative net farm income. ° Debt-to-asset ratio greater than 0.40 and positive net farm income. '° Debt-to-asset ratio
greater than 0.40 and negative net farm income. * = The relative standard error (RSE) of the estimate exceeds 25 percent, but is not more than 50
percent. The RSE provides a means of evaluating the survey results. A smaller RSE indicates greater reliability of the data. Estimates with RSE’s
of 25 percent or less are not marked. d = Data insufficient for disclosure.

Source: USDA, Economic Research Service, 1995 Agricultural Resource Management Study, Farm Operator Resources version only.

Figure 19

Where farms with lender debt get their loans, by sales class, 1995

Two-thirds of commercial farms with lender debt reported loans from banks and nearly one-third
reported loans from entities of the Farm Credit System.
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Note: Information on lender debt is based on all loans outstanding as of Dec. 31, 1995.
Source: USDA, Economic Research Service, 1995 Agricultural Resource Management Study, Farm Operator

Resources version only.
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Marginal solvency and vulneralfierms also had theighest shares d&rms repoiihg indebtedness to theCS (25
percent and 16 percent, respectively) and reportitgjanding loans from banks (more than 60 percent). In addition,
marginal solvencyarms andsulnerablefarms had thaighest shares d&rms repoiihg direct loans from FSA (22
percent of marginal solvenégrms and 12 percent gliinerablefarms).

Farms with operators whose principal occigatvasfarming had the highest sharefafms repoiihg any lender debt
(60 percent) and the highest sharéaoims repoiing loans from thé&arm Credit System (16 percent). Farms with
retired operators had the lowest share reporting lender debt (16 percent).

In like manner, the age category with the smallest share of operators reporting lender debt was the 65-years-or-older
group (24.1 percent). The share of operators reporting lender debt generally rose as the age group got younger, with
the share of operators under 35 yearsying debt three times the share of operators 65 or older. Bank debt followed

the same pattern, with just 14 percent of operators 65 or over reporting bank debt compared with nearer 50 percent fol
operators age 44 or younger.

Characteristics of Farm Operators

Although responsibility for operation offarm may be shared amg two or more people, only one person is identified

as the operator for ARMS datallection purposes. We define the operator as the person who makes most of the day-
to-day decisions about tf@m business, dibugh managment and work shares may be difficult to quantify and may
lead to underestimation of the contributions of some participafasmng, especially women. It should be noted that
ownership is not a factor in determining who operate$atime.

Demographic Characteristics

Assessing the enacteristics of persons currently engaged inifagrand the caracteristics of their farngives us

some insight into the expectations and attitudes of those engdgedliing, and prospects for the future of resources
currently devoted to farimg. For example, operators whose principal occupation is something othtarthiag or

who describe themselves as retired may have a different attitude toward assessing risk, adopting new technology, and
maximizing income generated by tlaem, compared with operators who identify themselves as primarily farmers.

Major Occupation

Less than half of farm operators reported fagras their major occupation (accounting for more than half of working
hours) in1995 (fig. 20). Howevefarms of operators whose principal occipmatvasfarming average®132,550 in
gross cash farm incomehile ‘retired’ and ‘other’ operators averaged less $hibf,000 Jikely too small to support a
family without some fi-farm source of income (table 11).

Farms of operators who reported famghas their major occupation averaged more than four times the acréagpsof
of ‘retired’ and ‘other’ operators, and they controlled more than 70 percim@éand acres,lang with 79 percent of
farm income and sales (fig. 21).

Age
Less than 10 percent of farm operators werder 35 years old ih995. They were outnumbered three to one by
operators 65 years or older. Although operators age 65 or older controlled about the samésshdaadfas each of

the three groups of operators age 35 to 64, they had a significantly smaller share of tof@alrgrioeeme and sales
(fig. 22). They also averaged less than half the income and sales per farmooingpesy group of operators.
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