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LOCAL FOOD ECONOMICS FACT SHEETS

IN LOCAL FOOD MARKETS

The Agriculture Improvement Act of 2018 directed the U.S. Secretary of Agriculture to report on the profitability and
viability of beginning farmers and ranchers.’ Many beginning operations use local food markets? to sell their products,
since they can provide premiums over commodity prices.

We study the financial performance of U.S. beginning farmers and ranchers who generate sales through local food
markets, using the rate of return on assets (RROA)Z as our measure of profitability. Sales are differentiated by four local
food market classifications: direct-to-consumer sales at farmers markets (farmers markets), other direct-to-consumer
sales (other direct), direct-to-retail sales (retail), and direct-to-regional distributor or institution sales (distributor and
institution).3
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M Beginning M Established Key Takeaways:

» Local food markets can be
Figure 1. Average rate of return on assets (RROA) for beginning and established producers by viable marketing opportunities
market channel, 2013-2016 for beginning farm operations.

» Average rate of RROA is negative for beginning farmers participating in local food v .Beginning fa.rmer operations
markets, regardless of market channel. with intermediated local
food sales perform better,

on average, than those with
direct-to-consumer sales.

» Average rate of RROA is significantly lower for beginning compared to established
producers participating in local food markets across all market channels.

» The only positive RROA was observed for established farms selling in distributor and o
institution market channels. » For both beginning and
established farms, sales to

distributors and instituions
appear to be most profitable.

1 A beginning farm is defined as an operation in which all operators have no more than 10 years of experience
as a farm or ranch operator. In 2017, 27% of all U.S. farm operations were operated by beginning producers.
Recent reports highlight challenges that continue for these operations, including beginning farmers often

reporting less farm income relative to established farms.

2 Defined as (net farm income + interest - returns to unpaid labor and management)/ total assets, as our N

measure of profitability (USDA ERS, 2021).

3 Other direct includes on-farm stores, u-pick, road-side stand, CSA; retail includes restaurants, grocery stores; FARMERS
distributor/institution includes food hub, internet aggregator, school, hospital, other business

providing dining services.
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https://www.ers.usda.gov/data-products/farm-income-and-wealth-statistics/documentation-for-the-farm-sector-financial-ratios/
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M Beginning M Established : Figure 2. Average rate of return on assets (RROA) by scale and market channel, comparing beginning and established

: farmers and ranchers
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