Appendix 2

Measuring Operator Household
Income and Net Worth
The Current Population Survey (CPS), conducted by the U.S. Census
Bureau, is the source of official U.S. household income statistics. Thus,
calculating an estimate of farm household income from the Agricultural
Resource Management Study (ARMS) that is consistent with CPS methodology allows income comparisons between farm-operator households and all
U.S. households.
The CPS definition of farm self-employment income is net money income
from the operation of a farm by a person on his own account, as an owner
or renter. CPS self-employment income includes income received as cash,
but excludes in-kind or nonmoney receipts. No adjustments are made to the
CPS income measure to reflect inventory changes, since inventory change is
a nonmoney item. The CPS definition departs from a strict cash concept by
deducting depreciation, a noncash business expense, from the income of
self-employed people.
Farm self-employment income from the ARMS is the sum of the operator
household’s share of farm business income (net cash farm income less
depreciation), wages paid to the operator, and net rental income from
renting farmland. Adding other farm-related income of the operator household yields earnings of the operator household from farming activities.
(Other farm-related earnings consist of net income from a farm business
other than the one being surveyed, wages paid by the farm business to
household members other than the operator, and commodities paid to household members for farm work.)
ARMS is also the source of data for estimates of operator households’ net
worth. The net worth of farm-operator households is defined as the difference between their assets and liabilities. It is calculated as the sum of the
operator household’s farm net worth and nonfarm net worth. If the net worth
of the farm is shared with other households (such as the households of
shareholders in a family corporation), only the operator household’s share is
included. For a detailed comparisons of the wealth and income for farm
households and all U.S. households, see Jones et al. (2006).
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