USDA
USDA

_ United States Department of Agriculture

Economic

Research America,s Diverse

Service

Economic Fam i Iy Farms

Information
Bulletin

nmoer 2019 Edition

214

December
2019




For further information, contact

Christine E. Whitt (202) 694-5288
James M. MacDonald (202) 694-5610
Jessica E. Todd (202) 694-5363
Errata

On March 13, 2020, the report America’s Diverse Family Farms: 2019 Edition

was revised to correct an error in the chart and related text in the Government
Payments and Federal Crop Insurance section. The bar chart on page 19 incorrectly
identified the percent of Conservation Reserve Program (CRP) payments received
by each of the farm types. The original chart reported the share of all conservation
payments received by each farm type, and not the share of CRP payments. In effect,
retirement, off-farm occupation, and low-sales farms received 75 percent of CRP
payments in 2018, and not 49 percent as originally reported.

Images used in this publication are a derivative of images from Getty Images.

Use of commercial and trade names does not imply approval or constitute endorsement by USDA.

To ensure the quality of its research reports and satisfy governmentwide standards, ERS requires that all research
reports with substantively new material be reviewed by qualified technical research peers. This technical peer
review process, coordinated by ERS’ Peer Review Coordinating Council, allows experts who possess the tech-
nical background, perspective, and expertise to provide an objective and meaningful assessment of the output’s
substantive content and clarity of communication during the publication’s review.

In accordance with Federal civil rights law and U.S. Department of Agriculture (USDA) civil rights regulations and
policies, the USDA, its Agencies, offices, and employees, and institutions participating in or administering USDA
programs are prohibited from discriminating based on race, color, national origin, religion, sex, gender identity
(including gender expression), sexual orientation, disability, age, marital status, family/parental status, income de-
rived from a public assistance program, political beliefs, or reprisal or retaliation for prior civil rights activity, in any
program or activity conducted or funded by USDA (not all bases apply to all programs). Remedies and complaint
filing deadlines vary by program or incident.

Persons with disabilities who require alternative means of communication for program information (e.g., Braille,
large print, audiotape, American Sign Language, etc.) should contact the responsible Agency or USDA's TARGET
Center at (202) 720-2600 (voice and TTY) or contact USDA through the Federal Relay Service at (800) 877-8339.
Additionally, program information may be made available in languages other than English.

To file a program discrimination complaint, complete the USDA Program Discrimination Complaint Form, AD-
3027, found online at How to File a Program Discrimination Complaint and at any USDA office or write a letter
addressed to USDA and provide in the letter all of the information requested in the form. To request a copy of the
complaint form, call (866) 632-9992. Submit your completed form or letter to USDA by: (1) mail: U.S. Department
of Agriculture, Office of the Assistant Secretary for Civil Rights, 1400 Independence Avenue, SW, Washington,
D.C. 20250-9410; (2) fax: (202) 690-7442; or (3) email: program.intake@usda.gov.

USDA is an equal opportunity provider, employer, and lender.



Broad descriptions of farms based on
U.S. averages can mask variation among
the many sizes and types of farms. For
example, in 2018, the average value of
production on the 2 million U.S. farms
amounted to $174,038. Few farms,

however, are near the average; half of

farms had production valued at $6,000 or

less, while more than half of all production
occurred on farms with at least $1 million

of agricultural production.

This report uses a farm classification, or
typology, developed by USDA's Econom-
ic Research Service (ERS) to categorize
farms into more homogeneous groupings
in order to better understand conditions
across the Nation’s diverse farm sector.
The classification is based largely on the
annual revenue of the farm, the main occu-
pation of the farm’s principal producer, and

family or non-family ownership of the farm.




Farm Typology

The farm typology, developed by ERS, focuses
primarily on the “family farm,” or any farm where
the majority of the business is owned by the
principal operator—the person who is most
responsible for making day-to-day decisions
for the farm—and by individuals who are
related to the principal operator. USDA defines
a farm as any place that, during a given
year, produced and sold—or normally would
have produced and sold—at least $1,000
of agricultural products. USDA uses acres
of crops and head of livestock to determine
whether a place with sales of less than
$1,000 could normally produce and sell that
amount. Farm size is measured by gross cash
farm income (GCFI), a measure of the farm’s
revenue that includes sales of crops and livestock,
Government payments, and other farm-related
income, including fees from production contracts.

Differences among farm types are illustrated
in this report using 2018 data from the
Agricultural Resource Management Survey
(ARMS), an annual survey conducted

by USDA’s National Agricultural Statistics
Service (NASS) and ERS. The analysis in this
report is based on a sample of approximately

15,800 farms.
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Small Family Farms (GCFI less than $350,000)

® Retirement farms. Small farms whose principal operators report having
retired, though continuing to farm on a small scale (250,289 farms; 12.4
percent of U.S. farms in 2018).

® Off-farm occupation farms. Small farms whose principal operators report
a primary occupation other than farming (819,208 farms; 40.5 percent of
U.S. farms.

® Farming-occupation farms. Small farms whose principal operators report
farming as their primary occupation.

¢ Low-sales farms. Farms with GCFl less than $150,000 (640,223 farms;
31.7 percent of U.S. farms).

e Moderate-sales farms. Farms with GCFI between $150,000 and
$349,999 (102,708 farms; 5.1 percent of U.S. farms).
Midsize Family Farms (GCFI between $350,000 and $999,999)

® Farms with GCFIl between $350,000 and $999,999 (111,486 farms; 5.5
percent of U.S. farms).

Large-Scale Family Farms (GCFI of $1,000,000 or more)

® Large family farms. Farms with GCFI between $1,000,000 and $4,999,999
(50,034 farms; 2.5 percent of U.S. farms).

® Very large family farms. Farms with GCFI of $5,000,000 or more (5,420
farms; 0.3 percent of U.S. farms).

Nonfamily Farms

® Any farm where the principal operator and people related to the principal
operator do not own a majority of the business (41,550 farms; 2.1 percent of
U.S. farms).

America’s Diverse Family Farms: 2019 Edition 3




Farms, Production, and
Farmland

Most U.S. farms are small; small farms operate almost half of
U.S. farmland and account for 21 percent of production.

® Approximately 90 percent of U.S. farms are small. In 2018, small
farms accounted for 48 percent of the land operated by farms.

® |arge-scale family farms accounted for the largest share of
production, at 46 percent.

® Family farms as a group, across type, accounted for 98 percent
of farms and 88 percent of production in 2018.

® Nonfamily farms accounted for the remaining farms (2 percent)
and production (12 percent). Fifteen percent of nonfamily farms
had GCFI of $1 million or more. Such farms accounted for 87
percent of nonfamily farms’ production. Examples of nonfamily
farms include partnerships of unrelated partners, closely held

2.7 —

nonfamily corporations, farms with a hired producer unrelated to

the owners, and (relatively few) publicly held corporations.
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Distribution of farms, land operated and value of production by farm type, 2018

® Small family farms
® Midsize family farms

Large-scale family farms

Nonfamily farms

Land operated

12.4
21

45.9

Value of production

Number of farms

Source: USDA, Economic Research Service and USDA, National Agricultural Statistics Service,
2018 Agricultural Resource Management Survey.
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Different types of farms account for the production of specific commodities.

® |arge-scale family farms account for over two-thirds of dairy produc-
tion, while large-scale family farms and nonfamily farms produce over
80 percent of high-value crops such as fruits and vegetables.

® Midsize and large-scale family farms dominate production of cotton
(82 percent of production), cash grains/soybeans (74 percent), and
hogs (66 percent).

® Small and large-scale farms together account for 69 percent of beef
production. Small farms generally have cow/calf operations, while
large-scale farms are more likely to operate feedlots.

® Small farms produce 56 percent of U.S. poultry and egg output and 50
percent of hay. Much of poultry production is done under production
contracts, with a contractor paying a fee to a farmer who raises poultry
to maturity.

Value of production for selected commodities by farm type, 2018

Percent of value of production

m Small farms m Midsize Large-scale Nonfamily

100

4.9 6.2 6.0 6.9
58 13.9 10.0

20.6 19.6

40.4
56.3
69.3
62.5
0 .
Poultry &  Hay Beef Hogs Cashgrain  Cotton Dairy High-value
€ggs & soybeans crops

Note: High-value crops include fruits, vegetables, tree nuts, and nursery/greenhouse crops.
Due to rounding, numbers may not add to 100.

Source: USDA, Economic Research Service and USDA, National Agricultural Statistics Service,
2018 Agricultural Resource Management Survey.
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Farm Financial Performance

Financial performance varies across farm size. Most small farms have
an operating profit margin (OPM) in the red zone—indicating a higher
risk of financial problems—while most midsize, large, and very large
farms operate in a lower financial risk zone. (See the figure for defini-
tion of OPM.)

® Between 58 and 81 percent of small family
farms—depending on the farm type—had
an OPM in the high-risk red zone. Many
small farms, however, have operators
who do not consider farming to be their
primary occupation, and who receive little
or no income from farming. Instead, these
small farms receive substantial income
from off-farm sources. These earnings are
not reflected in their OPM.

® Between 9 and 25 percent of small farms
operate in the low-risk green zone, as do
between 37 and 41 percent of midsize,
large, and very large farms.

® The share of midsize and large-scale
family farms with an OPM in the green
zone declined between 2017 and 2018.
Net cash income for farm businesses fell
from $81,639 per farm in 2017 to $76,788
in 2018, with declining net cash incomes
shifting some farms into the high-risk
zone. Lower commodity prices played a
substantial role, negatively affecting the
OPM of many midsize, large and very
large farms, depending on the farm’s
commodity mix.
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Farms by operating profit margin (OPM) and farm type, 2018

= Red zone: High risk level (OPM<10%)
Yellow zone: Medium risk level (OPM 10% to 25%)
= Green zone: Low risk level (OPM>25%)

Percent of farms in group = Ratio not calculated
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Small family farms Large-scale family farms

OPM = operating profit margin
Notes: Due to rounding, sums may not add to 100 percent. Operating profit margin (OPM)=100 X
(net farm income + interest paid - charges for unpaid labor and management)/gross farm income.

Source: USDA, Economic Research Service and USDA, National Agricultural Statistics Service,
2018 Agricultural Resource Management Survey.
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Farm Operator Household
Income and Wealth

Farm households in general are not low-income or low-wealth when
compared with all U.S. households.

® In 2018, 57 percent of farm households received an income at or above
$63,179, the median for all U.S. households. Median household income
in five out of seven farm types exceeded both the median U.S. household
income and the median income for U.S. households with self-emplyment
income.

® The median income for all family farm households is lower than the median
among all U.S. households with self-employment income.
Median operator household income by farm type, 2018

$1,000 per household

800 746
700
600 Median income, U.S. households with
500 self-employment income, 2018 ($86,401)
Median income, all U.S.
400 households, 2018 ($63,179)
335

300
200 167
100 53 0 47 90 N BN OB 72_

0

Retirement  Off-farm Low- Moderate- Midsize Large Verylarge Allfarms
occupation sales sales family farms
P ° *r—

Small family farms Large-scale family farms

Notes: Operator household income includes both farm and off-farm income received by household
members. Half of all households have incomes above the median, and half have incomes below

the median.

Sources: USDA, Economic Research Service and USDA, National Agricultural Statistics Service,
2018 Agricultural Resource Management Survey for farm households. U.S. Department of Commerce,
Bureau of the Census, 2019 Current Population Survey, March supplement for all U.S. households.
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® Only 3 percent of farm households overall had lower wealth than the median
U.S. household.

® Farm households often use off-farm income to cover farm expenses and
fund farm operations. While self-employment and wage/salary jobs are the
main sources of off-farm income for farm households, public and private
pensions, interest and dividend payments, asset sales, Social Security pay-
ments, and other sources of income provide a significant share of off-farm
income, particularly for retirement farms.

® QOperators of small farms—especially retirement, off-farm occupation,
and low-sales farms—often report losses from farming. For tax-reporting
purposes, some producers who report losses write off farm losses against
other income.

Farm households with income or wealth below the median

for all U.S. households, 2018

Farm households with...

Income below U.S. Wealth below U.S. median
median ($63,179) ($99,352)

Percent of farm households

Small family farms

Retirement 58.0 0.3
Off-farm occupation 25.0 3.2
Low-sales 65.0 4.3
Moderate sales 37.7 4.3
Midsize family farms 25.4 3.0
Large-scale family farms

Large 20.0 2.8
Very large 21.9 4.1
All family farms 42.6 3.2

Notes: Operator household income and wealth are not estimated for nonfamily farms.
U.S. median wealth was adjusted to 2018 dollars using the Gross Domestic Product
chain-type price index.

Source: USDA, Economic Research Service and USDA, National Agricultural Statistics
Service, 2018 Agricultural Resource Management Survey. U.S. Department of Commerce,
Bureau of the Census, 2019 Current Population Survey.
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Farm operator household income by source and farm type, 2018

Mean income from off-farm sources

Farm type Mean total o

income ean Is negative Total Earned | Unearned

amount
Percent of

Dollars per household | households Dollars per household
Small family farms
Retirement 67,144 2,865 56.1 64,279 29,818 34,461
Off-farm 131126| -4892| 709 | 135518 | 113406 | 22,112
occupation
Low-sales 57,626 -4,205 61.9 61,830 28,685 33,146
gﬂa‘fsserate 108,053 | 40,057 23.9 67,995 | 34,000 | 33,905
e 197,016| 118024| 184 78,992 | 50381 | 28611
family farms
Large-scale family farms
Large 413,485 355,269 14.2 58,216 37,480 20,735
Very large 1,335,135 | 1,290,377 16.1 44758 21,004 23,753
AL 112,210 | 18,425 59.1 93,786 | 65596 | 28,190
farms

Notes: Operator household income is not estimated for nonfamily farms. Earned income comes

from off-farm self-employment or wage/salary jobs. Unearned income includes interest and

dividends, benefits from Social Security and other public pensions, alimony, annuities, net income
of estates or trusts, private pensions, etc.
Source: USDA, Economic Research Service and USDA, National Agricultural Statistics Service,
2018 Agricultural Resource Management Survey.

America’s Diverse Family Farms: 2019 Edition 11




Off-Farm Work by Principal
Operators and Their Spouses

Many family farm households combine farm and off-farm work to generate
income and other benefits for the household.

® Qverall, 45 percent of principal operators work off the farm.

® Qver 41 percent of U.S. family farms fall in the “off-farm occupation” ty-
pology class (whose principal operators declare an occupation that is not
farming).

® Qver 80 percent of those operators work off the farm, as do 62 percent of
their spouses.

® Off-farm work is important in other typology classes as well. Among
principal operators of retirement farms, small “farming-occupation” farms
(low and moderate-sales), and midsize farms, 17 to 20 percent also hold
jobs off-farm.

® Principal operators of large-scale family farms are less likely to work off the
farm than are operators of small and midsize family farms. Eleven percent
of principal operators of large farms and three percent of those at very large
farms also hold jobs off the farm.

® OQverall, 45 percent of the spouses of principal farm operators of family farms
work off the farm; relatively few spouses on retirement farms and on very
large farms hold jobs off the farm.

® Where the spouses of principal operators held jobs off the farm, a majority
reported that “health care benefits” was one reason for working off the farm,
while principal operators, particularly of large-scale farms and farming-occu-
pation small farms, were less likely to cite health care benefits as a reason for
working off the farm.
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Percent of principal operators and spouses who work off the farm, 2018

Percent
9 m Principal operator ™ Spouse
80
70
60
50 45 45
40
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20 20 20
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Small family farms Large-scale family farms

Note: Spouse percents are calculated among those households with a spouse present.

Source: USDA, Economic Research Service and USDA, National Agricultural Statistics Service,
2018 Agricultural Resource Management Survey.

Share of farm households who work off-farm that do so for health care
benefits, by farm type, 2018

Percent -
80 m Principal operator ™ Spouse
70
60
50
40
30
20
10
0
o \0 o e 5\1« © &% \Q,&
[ 2 2 g 0
Small family farms Large-scale family farms

Note: Of those with off-farm employment, the share who cite “health care benefits” among the
reasons for off-farm work. Spouse percent are calculated among those households with a
spouse present.

Source: USDA, Economic Research Service and USDA, National Agricultural Statistics Service,
2018 Agricultural Resource Management Survey.
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We use a compressed farm typology in this section. Commercial farms

include midsize family farms, large-scale family farms, and nonfamily farms.

Rural residence farms include retired and off-farm occupation farms, while

intermediate farms include small family farms whose operators cite farming
as a principal occupation (low- and moderate-sales small family farms).
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Off-Farm Occupations of
Principal Farm Operators

The occupations of farm operators who work off the farm differ from those
of the general U.S. workforce.

® Among operators of commercial and intermediate farms who also hold off-
farm jobs, 15 to 18 percent work in farming, fishery, or forestry occupations,
compared to about 1 percent of the U.S. workforce.

® Among intermediate farm operators who also work off their farms, 20 per-
cent work in construction, extraction, or maintenance occupations, while 24
percent of rural residence farm operators who also work off their farms work
in those occupations. Among the U.S. workforce generally, only 9 percent
work in those occupations.

® Farm operators are less likely to work in management and professional ser-
vice occupations if they work off the farm, but this group of occupations is
still among the largest categories of occupation of principal farm operators.
Farm operators are less likely than those in the general workforce to work in
office and administrative support positions.

® |n general, farm operators are more likely to work in goods-producing occu-
pations and are less likely to work in service occupations. These occupation-
al choices may reflect location, with goods-producing activities more likely to
be in rural areas.
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Off-farm occupational choices of principal farm operators
who work off the farm, 2018

Farming, fishing,
and forestry

Construction, extraction,
and maintenance

Production, transportation,
and material moving

Management, business,
financial, and professional

Sales and related

Office and
administrative support

All other occupations

0 5 10 15 20 25 30 35
Percent of principal operators who work off the farm

U.S. labor force mRural residence farms = Intermediate farms = Commercial farms

Source: USDA, Economic Research Service and USDA, National Agricultural Statistics Service,
2018 Agricultural Resource Management Survey; and U.S. Department of Commerce, Bureau of the
Census, 2019 Current Population Survey.
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Farm Legal Organization

The vast majority of family farms (about 90 percent) are operated as sole
proprietorships owned by a single individual or family. They account for
close to 61 percent of the value of production.

® Sole proprietorships are the most common form of legal organization across
the farm typology. Ninety-two percent of small family farms and seventy-four
percent of midsize farms are organized as sole proprietorships.

® Relatively few farms—1 percent—are organized as C corporations (or
“regular” corporations), and they account for 10 percent of the value of
agricultural production.

® Approximately 98 percent of family farms are organized as pass-through
entities (sole proprietorships, partnerships, or S corporations); pass-through
entities account for 88.5 percent of production.

Most family farms are organized as sole proprietorships,
and they account for most production.

Share of family farm production by legal organization

—12

Share of family farms by legal organization

1.9

® Sole proprietorship S corporation
® Legal partnership Other
® C corporation

Note: “Other” includes estates, trusts, cooperatives, grazing associations, etc.

Source: USDA, Economic Research Service and USDA, National Agricultural Statistics Service,
2018 Agricultural Resource Management Survey.
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Legal Organization of Family Farms

The legal organization of a family farm determines how its
income is taxed. Farms that are sole proprietorships, partner-
ships, and Subchapter S corporations are pass-through entities,
meaning any profit or loss from them is passed to the owner/
partner/shareholder, and tax is paid at the individual level on
their personal income tax returns. Farms may choose to orga-
nize as Subchapter C corporations, and such corporations are
liable for corporate income taxes; any dividends paid to their
shareholders may be subject to individual income taxes as well.
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Government Payments and
Federal Crop Insurance

Recipients of Government payments differ by program.

® Commodity-related program payments generally reflect acreage in crops
historically eligible for support. Seventy-six percent of these payments went
to moderate-sales, midsize, and large family farms in 2018, roughly propor-
tional to their 78-percent share of acres in program crops.

® Thirty-three percent of working-land conservation payments went to large
family farms, another 29 percent went to midsize family farms, and 28 per-
cent went to small family farms.

® USDA's Conservation Reserve Program targets environmentally sensitive
cropland for removal from production. In 2018, retirement, off-farm occupa-
tion, and low-sales farms received 75 percent of these payments.

® Seventy-one percent of all farms (71 percent of farm land) received no
farm-related Government payments in 2018.

Distribution of government agricultural program payments,
and harvested acres of program crops, 2018

Percent of U.S. payments or acres of program crops

40 ~ ™ Conservation Reserve Program payments
Working-land conservation payments
35 - B Commodity-related payments

33
32

30 Harvested acres, program crops 29
25
20

15

1211 10
10 8 66
5 4 55 4 -
11 1 2[ ] I
0
0 |

34
3335

Retlrement Off-farm  Low-sales Moderate-  Midsize Large Very large  Nonfamily
occupation sales
P Y e
Small family farms Large-scale family farms

Note: Program crops include barley, corn, dry edible beans/peas/lentils, oats, peanuts, rice,
sorghum (grain), soybeans and other oilseeds, canola, and wheat.

Source: USDA, Economic Research Service and USDA, National Agricultural Statistics Service
2018 Agricultural Resource Management Survey.
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Indemnities from Federal crop insurance are roughly proportional to acres
of harvested cropland.

® Midsize and large family farms together received 67 percent of indemnities
from Federal crop insurance in 2018.

® Midsize and large farms’ share of indemnities reflects their commodity mix
and their high participation in Federal crop insurance. About two-thirds of
midsize farms and three-fourths of large farms participated in Federal crop
insurance, compared with only one-sixth of all U.S. farms. While midsize and
large family farms were 8 percent of all U.S. farms, they accounted for 24
and 12 percent of crop insurance participants, respectively, and 58 percent
of all harvested cropland acres.

® Grain and oilseed farms—the most common specialization among midsize

and large family farms—accounted for 65 percent of all participants in Feder-
al crop insurance and 65 percent of all harvested cropland in 2018.

Federal crop insurance participants, harvested cropland,
and indemnities, by farm type, 2018

Percent of U.S. participants, acres of cropland, or indemnities

40
. 36

35 m Participants

All harvested acres 31
30 = Indemnities 29 29
25 24

21
20 18
15 68 15
10
5
0
Retirement Off-farm  Low-sales Moderate- Midsize Large Very large Nonfamily
occupation sales  family farms farms
[ 2 ° o
Small family farms Large-scale family farms

Note: Indemnities are payments from insurance to compensate for losses and will depend on
variation in weather and other events that result in loss. Participants are farms paying

crop insurance premiums.

Source: USDA, Economic Research Service and USDA, National Agricultural Statistics Service,
2018 Agricultural Resource Management Survey.
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Conclusions and Implications

® Farming is still overwhelmingly comprised of family businesses.
Ninety-eight percent of U.S. farms are family farms, and they account for 88
percent of farm production.

® Small family farms make up 90 percent of the farm count and operate
almost half of the farmland.
The largest share of the value of farm production (46 percent), however, occurs
on large-scale family farms. Small farms account for over half the value of poul-
try and hay production.

® The share of farms with an operating profit margin (OPM) in the green
zone varied by farm size in 2018.
Between 58 and 81 percent of small farms have an OPM in the high-risk zone—
depending on the farm type—compared with 35 to 44 percent of midsize and
large-scale farms. Some small farms in each type operate in the low-risk zone,
as do more than 35 percent of midsize, large, and very large farms.

® Farm households in general are neither low-income nor low-wealth.
Median farm household income in 2018 exceeded that for all U.S. households,
but was lower than the median among all U.S. households with self-employ-
ment income. In 2018, about 43 percent of farm households had income below
that of the median for all U.S. households, and 3 percent had wealth less than
the U.S. median.

e Off-farm work is an important source of income for farm households,
especially for small and midsize family farms.
Farm spouses who work off the farm cite health care benefits as an important
reason for off-farm work.

® Conservation Reserve Program (CRP) payments go to different farms
than other Government payments.
CRP payments target environmentally sensitive cropland, with most payments
going to retirement, off-farm occupation, and low-sales farms. In contrast, com-
modity-related and working-land payments go to family farms with gross cash
farm income (GCFI) of $150,000 or more. Most U.S. farms, however, do not
receive Government payments and are not directly affected by them, although
they may be affected indirectly by changes in land values and rents.
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The mission of USDA’'s
Economic Research Service

is to anticipate trends and
emerging issues in agriculture,
food, the environment, and

rural America and to conduct
high-quality, objective economic
research to inform and enhance
public and private decision
making. ERS shapes its research
program and products to serve
those who routinely make or
influence public policy and
program decisions.

Follow us on Twitter
@USDA_ERS

www.ers.usda.gov
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