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Looking to the Future

S
- .,.,;,.s

- e O

m ’_._

=T X must know where begmnlng farme:r.s\ re

e ——
-\

ét‘beglnmng Jiar \ers.are gvgfﬂ'g-,f;:f;

-

77‘7,‘—_ -

Q

-y

. What ALE: ~e,_5§gl gre It nEeAs:
sHhowithe Viare changingiwhatthe Y cle



Farm Credit’s Mission to serve
Young, Beginning, and Small Farmers

New loans made in 2010 to:
Young: $7.3 billion
Beginning: $10.3 billion
Small: $13.1 billion
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On-farm
adiversification
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Together: $29 billion in 2007
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Realignment
— to “Retail Agriculture”

Formerly: “alternative agriculture”
Now:

—Pervasive and Popular
—Economically significant
—Unconfined as to product or region




Pervasive .. marketing channels were commodities...

Rank of farming activity, including market types, by farming as primary or other occupation

Rank of Farm Products and Market Types
2007 Agricultural Census

Cattle and calves
Grains, oilseeds, dry beans, dry peas

Other crops and hay

Parlbm s mm A A

Direct to consumersales

Sheep, goats, and their products
Horses, ponies, mules, burros, and donkeys
Fruits, tree nuts, and berries

'Illllu‘

Hogs and pigs

Milk and other dairy products from cows
Vegetables, melons, potatoes, and sweet potatoes
Nursery, greenhouse, floriculture, and sod

Other animals and other animal products

Farms with Organic acres

Cotton

Farms with Organic sales

Tobacco

cut Christmas trees and short-rotation woody crops

Aquaculture
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100,000 200,000 300,000 400,000 500,000 600,000 700,000 800,000

Number of Farms
Bl Farming as Primary Occupation B Other Occupation as Primary
(farms) (farms)
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Expected financial performance of Retail Agriculture business models*

Wholesale Vegetable Retail Farm Market CSA
Acreage owned 100 100 100
Acreage in Production 80 40 25
Typical Number of Customers Fewer than 10 brokers 10,000 retail customers 750 shares

How products are sold

Wholesale, large quantities,

Retail, small amounts, by the

“share” entitling a certain

by the box pound or piece amount of product per week
for the season
Sales per transaction Several thousand $$$ $20-30 $300-600

Sales 100% 100% 100%
Cost of Goods Sold (w/labor) 76% 60% 65%
Gross Margin 24% 40% 35%
Overhead 20% 30% 15%

Net Margin 4% 10% 20%

Number of crops grown 15-20 20-30 75-100

Working Capital borrowed

50% of crop

15% of crop

Less than 5% of crop

Gross Sales $1,000,000
$640,000 (10,000 customers average $450,000
(%$8,000/ac gross X 80 acres) sale $25, 4 times a year) (750 shares at $600)
Net Profit $26,000 $100,000 $90,000

Working Capital Cost

Interest from planting through
harvest, (at least half a
season)

Interest through part of
season; steadier cash flow,
not one big chunk

None, as shares are pre-paid

Inventory

None

Must maintain inventory of
related products and sell
seasonally

None

*Illustration of synthetic archetypes based on case studies




Unconfined as to product or region...

— CSA Operations 2007
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Farms, Counties, Percent
; 1to 10, 2086 88.9%
’. 111020, 214 9.1%
H21t030, 28 12%
m31t079 19 0.8%




2007 Ag Census: Beginning Principal Operator Farms

New
Ag_[iculture
ey |

% ® Metro County
i 40% of beginning
principal operators
are located in metro
counties. Of these,
75% generate less
than $10K in sales.

Range,
0to 25
’ 5 ¥ 26 to 100,
‘ 101 to 250,
251 to 500,
¥ 501 to 1,450



Retail Agriculture is characterized by:

« Consumer oriented marketing rather than
processor/integrator oriented

» Diversified in agricultural production
iInstead of specialized

* Highly diversified marketing arrangements
 Different business models, but profitable

* Work around a less well developed
distribution system (and infrastructure)



Retail Agriculture is characterized by:

» Gaining efficiency by intensive layering of
multiple related businesses into farms

 Addition of new farms In direct-to-
consumer markets to meet demand

* Use of new production technigues and
Information technology to boost profitability

* Promoting community among non-farmers



Implications for YBS farmers

Emphasis on entrepreneurial skills that are
portable from farm to off-farm jobs

Greater occupational mobility

Multiple job-holding and multiple
enterprises will be seen as stable income

Core relationship of farm business to the
community will change (farmers seen as
rooted entrepreneurs/employers)




Where the Next Generation Isn’t

Counties Without Farmers Age 25 or Younger
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Farms, Counties
B 0 Youngest 2002, 513

0 Youngest 2007, 329
® 0 Youngest Both, 520
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The Emergence of
Retail Agriculture

shttp //fccou%l com/ybs/
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