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A) Objectives

The overall goal of this research project is to identify and refine factors influencing
successful small farm operations in North Carolina.

B) Background

Small farms account for 91 percent of all farms. Given the importance of small farm
viability, this research project focuses on identifying ways to further enhance successful
small farming in North Carolina.

Fewer people are working on farms today and this phenomenon has affected North
Carolina agriculture. During the past thirty years, the number of farms has decreased
from 91,000 to only 53,000. The North Carolina Department of Agriculture reports that
45,200 farms have sales less than $100,000. Following the national trend, the size of
the average farm in North Carolina grew steadily in the second half of the 20" century
from an average of 123 acres in 1974 to 170 acres today.

There is a great deal of uncertainty about the preservation of small farms, the
guestions pertaining to this preservation range from the philosophical: If large farms are
efficiently supplying our needs, is it right to worry about small ones? To the basic: What
is a small farm? and the practical: What can be done to help small farms? (Mayerfeld,
2004).

North Carolina farms vary widely in size and other characteristics, ranging from very
small retirement and residential farms to establishments with sales in the millions of
dollars. Farming continues to be a distinctive industry in part because most production,
even among very large farms, is carried out on family-operated farms whose operators
often balance farm and off-farm employment and investment decisions.

The North Carolina Department of Agriculture reports that 45,200 farms have sales
less than $100,000 (USDA, 2009). In describing types of small farm operations,
classification needs to include not only the size of the farm in terms of sales but also the
basic structure of the operation. These basic structures are delineated in Table 1. How
the farm is organized can affect the efficiency and competitiveness of the farm, the well-
being of farm households, the design and impact of public policies, and the nature of
rural areas.

In an effort to further explain the factors that affect successful small-scale farming,
researchers have identified factors that have underpinnings in 1) small-farm educational
programming; 2) small-scale agricultural enterprises and production practices; 3)
alternative marketing; and 4) risk management.



Table 1

Farm Typology Group Definitions

Small Family Farms (sales less than $250,000) Other Family Farms

1. Limited-resource farms: Small farms with 1. Large family farms:
sales less than $100,000, farm assets less than Sales between
$150,000, and total operator household income $250,000 and
less than $20,000. Operators may report any $499,999
major occupation except hired manager.

2. Retirement farms: Small farms whose 2. Very large family
operators report they are retired. This excludes farms: Sales of
limited-resource farms whose operators report $500,000 or more

this occupation.

3. Residential/lifestyle farms: Small farms whose
operators report a major occupation other than
farming. Again this excludes limited resource
farms whose operators report this occupation.

4. Farming-occupation farms: Small family farms
whose operators report farming as their major
occupation. This excludes limited-resource
farms whose operators report this occupation.

Low-sales farms: Sales less than
$100,000
High-sales farms: Sales between
$100,000 and $249,999

SOURCE: NC Department of Agriculture, 2005

Furthermore, marketing, value added processes, enterprises that generate income
in several ways (e.g. tourism plus direct sales etc.) as well as many of the “sustainable
community” or “smart growth” issues address economic viability directly (Perry, J. & J.
Johnson, 1999).

Specialty crops can be economically viable, particularly for smaller producers. For
specialty crops, profitability is based on: 1) management of ecological capital and
efficient use of on-farm natural resources, 2) diverse and specialized marketing
opportunities, and 3) price premiums available from buyers for many specialty and
value-added specialty crops. Diversifying farming operations creates a greater
opportunity for year-round income and can contribute to the success of the business. An
example of how farmers can diversify their crop mixes includes using trees for a
windbreak with marketable crops to produce small amounts of very labor-intensive-but-
high-value crops such as European melons, figs, or herbs (Humphrey and Mussen,
1995).

Effective marketing of North Carolina specialty crops requires a correct assessment
of consumer food and shopping preferences, development of successful production
practices, research in production economies, and creation of new distribution channels.
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Finding ways for North Carolina farmers to switch to other high value crops and
environmentally sensitive management practices may give them the needed income
and confidence to continue to produce and diversify on small acreage and keep larger
family farming enterprises viable and successful. As commodity programs are
eliminated, more farmers will need to consider the potential that specialty crops offer as
an economically viable alternative to tobacco and other row crops.

Even though we live in an age of technology where computers are prevalent in the
larger businesses, this is not the case with small farmers. Although many small farmers
use computers, manual record keeping remains a key component for these farmers
(Doye, D., Jolly, R., Hornbaker, R., Cross, T., King, R., Lazarus, W., and Yeboah, A,,
2000). Muhammad, S., Tegegne, F. Ekanem, E. (2004) found that computer technology
does not play a vital role in small farm operations.

Key to the continuation of small farms is the ability to effectively market and
operationalize factors and maintain a manageable debt to income ratio. Each farm
represents an individual business enterprise that has to deal with its own unique set of
these factors. The success of a small farm is likely to be based on having
characteristics that enable the farm to overcome bottom line changes in market
demand, operating costs and to manage risk.

According to North Carolina A&T State University’s Cooperative Extension Program,
small farms are alive and well across the United States and across North Carolina
(North Carolina A&T State University, 1998 — 2002). Most of the farms in the United
States and the vast majority of the farms in North Carolina are small farms. Successful
small-scale farmers know what success means to them, however, success means
different things to different people. While income from the farm is important, it usually is
not the only goal of the small-scale farmer. Protecting the environment, being active in
the community, a rural lifestyle, and investments for future family expenses, all can be
important goals. Although, all small-scale operators face challenges, they can all be
successful (North Carolina A&T State University, 1998 — 2002).

C) Data and Methods

Although this research project includes several surveys, for this phase of the project
the survey instrument solicited production and financial data, attitudes and beliefs about
farming, as well as demographic questions.

The research instrument was distributed to a sampling frame that also included
small farmers not identified as being successful. This enabled testing of the predictive
value of the “success” domains and their constituent variables/factors for differentiating
“successful” and “less successful” small farmers. This sample represented small
farmers considered by County Extension agents to either not be successful or uncertain
about their success status and will address minorities. This “less successful” group
represented a comparison group for determining the relative value of the success
characteristics variable set.

The survey instrument was designed to solicit production and financial data, as well
as farm organization, use of labor, marketing strategies, attitudes and beliefs about
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farming. The instrument also solicited demographic data. The instrument consisted of a
mix of short answer, yes/no, and Likert scale responses. To encourage the farmers to
accurately complete the financial sections, the instrument did not request names,
addresses nor telephone numbers. For this research, a small farmer is identified using
the USDA definition as a farmer with total gross income less than $250,000 for last
calendar year.

Based on a conceptual model as part of this ongoing research, the following
variables are expected to be viable predictors of success: Technology, Education,
Marketing, Enterprise Diversity and Environment Impact.

D) Results

Results of the analysis indicate that recurring indicators among the successful
farmers were the “love of farming,” “manageable debt” and “workshop participation.”
Other strong indicators of successful farmers included a combination of marketing
strategies and a diverse mix of enterprises and specialty crops.

Additional enumerated indicators of success included: 1) the existence of clearly
defined goals; 2) years of farming experience of the farm operator, 3) existence of
specialty crops; 4) diversification of farming operations; 5) existence of financial
management tools; 6) access to educational programs; and 7) existence of cost
management.

Outcomes of this project yielded possible ways to further enhance the success of
small farms in North Carolina. Based on case study and questionnaire results, income
was not found to be as important as believed and the overall, “love of farming,” seemed
to be the driving force behind the farmer’s view of success and not profit (Table 2). The
guestionnaire showed differences in a lot of areas, for example, successful case study
participants had little to no debt and the questionnaire participants stated that they did
have debt. However, both groups agreed that their success was not measured by
whether or not they made a profit.

Seventy-seven percent of the surveyed farmers were male and twenty-three percent
were female (n=28). Forty percents of the participating farmers were Caucasian, forty-
five percent were African American and fifteen percent were Native American. Forty-one
percent of these farmers had a high school education, twenty-five percent had “some
college,” 12.5 percent had an “associate degree,” and 16.7 percent had a “bachelor
degree.”

More than 93% of the farmers either agree or strongly agree” that they regularly
attend farming workshops and training programs. Fifty-seven percent of the farmers list
their business organization as “sole proprietorship” while four percent listed
“‘partnership.” Seven percent of the participating farmers listed their business as
“corporation” and thirty-two of the farmers listed their business type as “other” or



‘unknown” (Table 3). The largest percentage of farmers had been farming from 10 to 20
years (Table 4).

Table 2
Question Strongly | Disagree | Neutral | Agree | Strongly

Disagree Agree

The main reason why | 3.6% 14.3% |[17.9% | 64.3%

farm is because | love it.

My farm has been in my 3.6% 39.3% | 57.1%

family for more than one

generation.

| plan to keep my farm in 3.6% |28.6% | 67.9%

the family.

| do not expect my farm to 3.6% 10.7% 32.1% |17.9% | 28.6%
turn a large profit.

Computers help me with 7.1% 10.7% |[60.7% | 21.4%
record keeping and
finances.
| have very little debt. 21.4% 17.9% 28.6% |14.3% 7.1%
n=28
Table 3
Form of Business Percentage
Sole proprietorship 57%
Partnership 4%
Corporation 7%
Other or unknown 32%
n=28
Table 4
Years of Farming | Percentages
<10 11.1%
10- 20 33.3%
21 -30 18.5%
31-40 14.8%
>40 22.2%

n=28



E) Discussion

Each farm represents an individual business enterprise that has to deal with its own
unique set of factors. The success of a small farm is likely to be based on having
characteristics that enable the farm to overcome changes in market demand and
operating costs as well as to manage risk. Knowledge about the successful small farm
is likely to provide valuable information about how to evaluate the “successfulness” of
small farm operations and produce best practices models for small scale farm
operations. However, overall results showed that most farmers farm because they love
it, the farm has been in their family for more than one generation and they plan to keep
the farm in the family. Unlike the case study findings, most of the farmers surveyed do
use computers to assist them with their record keeping and finances. The small farm
may represent an individual business enterprise but in reality represents a family
business whose success is often measured in qualifiers indicators rather than business
guantifiers.
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