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THE RELEVANCE OF AGRICULTURAL POLICY
DIRECTED TOWARD SMALL FARMERS

During the past few years, attention has begun to be focused on the
plight of the small-farm operator. Even with this increased attention a
general concensus has not been reached as to the definition of a small
farm. My program assistant likes to define a small farmer as one who
stands less than 5'3" in height and weighs less than 120 pounds. Although
this provides a very definite criteria for defining a small farmer it gives
us very little insight into the economic situation and the problems faced
by the small-farm population. Neither the physical size of the operator
nor the physical size of the farm operation is very helpful in defining the
economic problem faced by small-farm operators. The 1969 Census of.Agricul-
ture (1) reports that there are approximately 180,000 farms that contain
more than 140 acres yet have gross sales of less than $2,500.

Gross sales of agriculture products is probably not much more helpful
in providing insight into the economic position of the farm family.' However,
this information is readily available and is an economic measure that can
be more easily translated to reflect the family's economic 6ohdition. The
distribution of farm incomes is a continuous distribution. Therefore, any
division between large and small farms is necessarily arbitrary. Tweeten
and Schreiner (2) estimated that in 1965 the break-even point for farms
coincided with a value of sales level of over $30,000 annually. Smaller
farms were regularly losing money and were continuing to survive only
because the operations were willing to accept lower returns to their labor
and equity than‘they would receive in other forms of employment. At that

time gross farm sales of $10,000 appeared to be a useful breaking point



between marginal and commercial farms. Since price ]eve]s have more than
doubled since 1965 it would seem appropriate in 1977 to use a base figure
of at least $20,000 in annual sales of agriculture products as an arbitrary
dividing point between the small and the not-so-small farm operations.
Preliminary data from the 1974 Census of Agriculture (3) indicates that 2/3
of the Nation's farms have gross sales of less than $20,000 annually.
Realized net farm income from this group averaged about $2,300 in 1975 (4).
Off-farm income,which averaged $12,000,was the major source of family income.
Although this group of farm operators controls 38% of all land in farms,
they receive Tless than 11% of the total cash receipts from farming.

The small-farm problem is generally expressed in one of two ways: one,
the existence of the very large number of farm units that receive a very
low return; and two, the rapid decline in the number of farms included in
the category. The 1969 Census of Agriculture (1) reports that in the U.S.
2,177,568 farms had gross sales of less than $20,000. This accounted for
79.8% of all farm units and these farms controlled 50;7% of all land in
farms. Preliminary data for the 1974 Census of Agriculture (3) reports
1,666,903 farm units with gross sales of less than $20,000. This accounted
for 68% of all farm units. The change in farm numbers between 1969 and
1974 indicates a decrease of 510,666 farms reportiné less than $20,000
gross sales. During this same time period fota] farm numbers decreased
by only 280,125 farms. This difference indicates that not all of the
reduction of small farm numbers is due to farms being forced out of agricul-
ture. Many of the units that are no ‘longer included in this category are
included in higher income categories either because of the enlargement in

the size of the operation, or due to the effect of inflation on agricultural

prices.



Using these two criteria to describe the aggregate small-farm problem
produces a dilemma in defining goals and developing courses of action. If
the problem is that there are too many farms receiving a very low return,
then a Tlogical solution is to reduce the number of farms in that category.
On the other hand, if the problem is that the number of small farms is
decreasing too rapidly, then a logical solution would be to encourage the
maintenance of small farms even though they provide a very low level of
income.

Much of the widening economic gap between the large and the small
farm operations is attributed to the differential adoption of technology
and the uneven impact of previous agricultural policy (2,5). It is generally
accepted that over the past 30 years technological progress has taken place
at an ever increasing rate. Large farms are currently more efficient than
small farms and this difference in efficiency is increasing as the targe
farms become even more'efficient. Small farms that do not adjust their
technology are placed in an even more disadvantageous position. The more
time that elapses before technological adjustments are made the greater
the magnitude of the adjustment that must eventually be made if the farms
are to remain economically viable.

In absolute terms,a disproportionate amount ofAthe direct benefits
arising out of agricultural commodity progréms has gone to the larger farm
operations. This fact has recently been used as an argument against agri-
cultural price support and income generating programs. Although the small
farmer has received less in absolute terms, the importance of the government
payments in relation to total farm income may have been more important to
small farms than to large farms. On the average, government payments have
represented a iar, o :ontage of total farm income for small farms than

for large farms. Examples of programs which have been especially helpful



to small farmers are the sugar beet and tobacco programs.

Although it is easy to identify the effects of technological change
and previous agricultural policies, concentrating on these may leave the
underlying factors unaddressed. Governmental policies and programs are
developed to further the achievement of the goals of soceity. Unfortunately,
not all of society's goals are compatible. Different segments of society
have different goals and priorities. When these are in conflict there must
either be a winner and a loser or trade-offs must be made. No sector of
our society exists 1in %so]ation. We live in a dynamic, interacting society
where changes in one sector affect all other sectors to a major or minor
degree. It is not necessarilya zero-sumgame, but to agriculture it often seems
that way. It is impossible to list all the goals, values and priorities of
our society. However, a partial listing of some of the stated and revealed
goals of society that impact on the agricultural sector may be helpful in
stimulating discussion. Such goals and values as low cost food, accumula-
tion of material wealth, increased leisure, environmental quality, human
rights, peace, stability, prosperity, freedom, and individuality provide the
basis for governmental policy and action. However, actions taken to achieve
one goal may hinder other goals.

At the present time, society expresses the desfre for low cost food,
improved environmental quality, improvement.in the balance of foreign tr&de,
the elimination of poverty, price stability and protection of the small
farm. These goals are not independent and in many ways are competitive.
Pursuing a policy of maintaining artificially low food prices is not compat-
ible with stability in agriculture. Efforts to constantly drive down agri-
cultural prices result 1in uncertain price expectations and instability in
agriculture. Individual entrepreneurs attempting to adjust to this pressure

seek increased efficiency in production and greater control and certainty in



marketing. As stated earlien efficiency is associated with increases in
size. Given a fixed land base, increases in average size must be accompanied
by decreases in number. The change will occur on the marginal units. Small
farms will bear the gfeatest burden of providing society Tow cost food.

Price stability is enhanced by orderly marketing.  Agricultural Cooper-
atives are encouraged by the Capper-Volstead Act of 1922 to work together
in an effort to achieve orderly marketing and provide the farmer some
control over the price he receives for his product. Recent actions by the
Federal Trade Commission staff indicate that the "unduly enhancing" clause
of the Capper-Volstead Act will be used to justify anti-trust action against
producer cooperatives (6). If the criteria for determining undue enhance-
ment is the increase in price over what might be received if no supply con-
trol were exercised rather than what is needed to cover production costs
and provide a fair return to resources, then égricu]tura] cooperatives will
have been deprived of their ability to improve stability in the agricultural
sector. Two goals are in conflict. If producers cannot cover the full cost
of production then they will be forced out of business. Again, the burden of
adjustment will fall on the small, Tess efficient farmers.

The Environmental Protection Agency and the Foqd and Drug Administration
are constantly issuing regulations which resu]t in increased cost of produc-
tion -or decreased availability of technical inputs. There is no doubt that
there is a conflict between the goals of environmental quality, Tow cost
food, agricultural stability and perpetuation of the small farm. The full
cost of achieving environmental quality is not known. Therefore, trade-offs
cannot be adequately determined. Unfortunately, during the transition period,
the small farmer will be placed at an even greater disadvantage.

Government policies do not operate in a vacuum. The impact of special

interest policies favoring one segment of society may shift a major burden



onto another segment. Protectionism and artificial restraints on imports may
protect jobs in one industry, however, the burden fbr the increased cost

of imports is borne not by the foreign competition but by the U.S. consumer.
The increase in cost of 1iving unaccompanied by increases in agricultural
prices placed agriculture in an even less favorable position. In this manner,
the agricultural sector of our economy is subsidizing the television and shoe
industries in the United States.

Just as there is an ordering of goals and priorities in society, individ-
uals also have priorities in their own goals. It is important in the devel-
opment of agricultural policy that the goals of the individuals be taken into
consideration in the conceptualization and the development of policy.

Economists Tike to assume that profit maximization is the primary goal
of "rational man". Since small farm operators are rational beings, then
profit maximization should be their primary goal. However, it has been
observed for some time that farmers, especially small-farm operators, appear
to make management decisions that tend to increase security and certainty of
expectation rather than maximize profit (7). These characteristics are
closely associated with a reluctance t6 adopt new ideas and téchno]ogies (8,9).
Smith and Capstick (10) surveyed one hundred and eleven farmers in northeast
Arkansas in an effort to test if profit maximization was the primary goal.
Inrankingthetengoa]a]ternativesinthesurVey,farmersp]acedprofitmaxiﬁizétion
seventh. In order of ranking, the ten goals were 1) stay in business, 2) sta-
bilize income, 3) increase efficiency and production, 4) provide a college
education for children, 5) improve standard of living, 6) reduce borrowing,

7) maximize profit, 8) increase leisure time, 9) increase net worth, and 10)
increase farm size. Consideration of this goal ranking indicated that sta-
bility and certainty were much more important in the value structure of small

farm operators than profit maximization. The development of policies,



procedures, and programs should take this into consideration and focus on
these goals rather than strict profit maximization. |

Since the goal rankings indicate that security, certainty of expectation,
and current income level hold a higher priority than profit maximization or
the accumulation of wealth, agricultural policies should be geared to reach
these goals. Policies that reduce the magnitude of priée fluctuations and
encourage an orderly supply will improve the certainty of expectation. Pol-
jcies that assist the farmer in receiving an adequate return will improve
the income situation. Education and training programs improve the efficiency
and productivity of the resources utilized by small farmers. This increases
the income situation and provides an alternative of off-farm employment to
the better trained individuals. Encouraging development of industries in
rural areas increases the opportunity for new careers or part-time employment.

Net returns can be improved by increasing the revenue from sales, or
decreasing the cost of production. Cost reduction policies or technologies
which do not affect output will improve net returns directly without undesir-
able side effects on other sectors of agriculture. Revenue can be increased
by increasing the quantity or the price of commodities. Pricé increases
would benefit all sizes of farms not just the small farm operators. Commodity
price increases can be achieved by supply control, price quarantees or price
supports. Supply control can be achieved either through voluntary action or
required compliance with government regulations. The more voluntary the sys-
tem, the more nearly the price to the consumer represents the cost of produc-
tion. Strict regulations, price controls or price supports often conceal the
true cost and result in inefficiency and misallocation of resources.

Revenue increases can be achieved by increasing output, assuming a con-
stant price level. OQutput can be increased by increasing the amount of
resources used or by increasing their productivity. Since the agricultural

land base is fixed, increasing the size of existing small-farms would require



consolidation and a reduction in the number of farms. Adding Tabor and
capital to the existing Tand units would result in increased production.
Since agricultural commodities are price inelastic¢ the increase in output
would result in more than proportional decreases in price and a reduction
in total revenue to agriculture would result. Since small farmers receive
such a small proportion of total revenue it is often suggested that the
price decreases would be minimal. However, it might be helpful to remember
that this group, farms with less than $20,000 annual gross sales, controls
almost 40% of the U.S. agricultural Tand base.

The productivity of an individual and his use of resources can be
improved through education and training. Educational programs directed
toward small farm operators can pay great dividends in increased efficiency
in agricultural production and/or in the preparation of the individual for
off-farm employment. The Extension Service Has the framework for implementing
and developing effective education and training programs for small-farm oper-
ators. However, the success of these programs will require adjustments in
technique, reporting and evaluation systems. Interpersonal communication
techniques are most effective in communicating ideas and innovations to small-
farm operators (8,11,12). Programs directed toward contacting this audience
require more personal contact and less dependence on mass media approachgs.
It will be necessary to alter the reporting'and program evaluation process
de-emphasizing the number of contacts in favor of more effective communication
contacts. Program accomplishments will have to be evaluated on the basis of
changes in human attitudes, characteristics and abilities rather than changes
in physical units. These communication techniques are not new to Extension.
These are the techniques used by Extension while developing into the major
source of information for the agricultural sector. Unfortunately, these

techniques were downgraded in the 1960's as more reliance was placed on mass



media channels of communication and "head count" became the basis for evalu-
ating program performance.

Education and training programs for small farmers will not be simple.
Progress will be slow and costly. Priorities must be rearranged. Either
additional funding and personnel must be added or emphasis must be shifted
from existing programs. The wide gap between the large farm and the small farm
has developed in part because the small-farm operators are relatively slower
to adopt new ideas and new technology (11, 13). There is no reason to assume
that they will suddenly change these attitudes and become active adopters and
cooperators in the new programs.

Other than direct payment programs it is very difficult to design policies
that will benefit only small-farm operators. Programs which improve stability
and price expectations help all farmers. Technologies and training designed
for small-farm operators may be adapted and applied by larger-farm operators.
The benefits will accrue to those who participate and take advantage of the
programs and policies. Small-farm programs will require greatly increased
public expenditures over a long period of time. The problem is Tikely to get
worse before it gets better. The income gap between the large and the small
will increase and farm numbers will continue to decrease before a stable
agricultural situation is achieved. Even when food costs account for less
than 20% of the consumers take-home dollar the public resists prices which
cover the full cost of production. Only time will tell if the public is willing

to pay the cost of maintaining the small farm.



(1)

(2)

(3)

(7)

(8)

(10)

(1)

(12)

(13)

References Cited

U.S. Bureau of Census, 1969 U.S. Census of Agr1cu1ture, Vo] II,
General Summary, Washington, D.C.

Tweeten, Luther and Dean Schreiner (1970), "Economic Impact of Public
Policy and Technology on Marginal Farms and on the Non-farm Rural
Population," in Benefits and Burdens of Rural Development, Center
for Agr. and Econ. Dev., Iowa State Univ., Iowa State Univ. Press.

U.S. Bureau of Census, 1974 U.S. Census of Agriculture, Preliminary
Report, General Summary, Washington, D.C.

Coffman, George W., and Richard J. Edwards (1977), "The Small Farm:
A Surviving Enterprise," Farm Index, June 1977, pp. 14-15.

Schnittker, John A. (1970), "Distribution of Benefits from Existing
and Prospective Farm Programs," in Benefits and Burdens of
Rural Development, Iowa State Univ., Center for Agr. and Econ.
Dev., Iowa State Univ. Press.

Schoanmaker, Mary Ellen (1977), "Sunkist Accused by FTC of 'Unlawful
Monopoly'," Produce News, June 11, 1977, pg 1 and 15.

Fliegel, Frederick C., and Emory J. Brown (1966), "Low-Income Farm
People," J. Coop. Ext. 4(1):44-50. .

Rogers, Everett M., and F. Floyd Shoemaker (1971), Communication of
Innovations, A Cross-Cultural Approach, The Free Press, New York.

Hoffer, C. R., and D. Stangland (1958), Farmers' Reactions to New
Practices, Tech. Bul. 264, Mich, Agr. Exp. Sta., East Lansing.

Smith, Donnie A., and Daniel F. Capstick (1976), Evaluation of Factors
Affecting the Ranking of Management Goals by Farm Operators,
Report Series 232, University of Arkansas, Division of Agricul-
wure, Fayetteville. .

Beal, George M., and Everett M. Rogers (1960), The Adoption of Two
Farm Practices in a Central Iowa Community, Spec. Rep. 26, Iowa
Agr. and Home Econ. Exp. Sta., Ames.

White, Estelle E., and Edgar J. Boone (1976), Decision-Making and
Communication Patterns of Disadvantaged Farm Families in the
North Carolina Coastal PTains Area, Tech. Bul. No. 245, North
Carolina Agr. Exp. Sta., Raleigh.

Kivlin, Joseph E., and Frederick C. Fliegel (1967), "Differential Per-
ceptions of Innovations and Rate of Adoption," Rural Soc. 32:78-91.



	0001A
	0001B
	0002A
	0002B
	0003A
	0003B
	0004A
	0004B
	0005A
	0005B
	0006A

