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AN EVALUATION STUDY: THE EFFECT OF REGULATORY CLIMATE ON BARRIER TO ENTRY AND PROFITABILITY OF SMALL FARMS IN WA STATE.

INTRODUCTION

As an organic farmer I have one mission in mind: producing quality food at reasonable prices for the local consumer through sustainable practice.  Unfortunately in my experience, the government makes small scale farming profitability almost impossible through regulation and associated fee schedules.   Consumers wish to purchase free range poultry and livestock and organic produce, but the government fee schedule and regulation protocol is so stringent that only operations who mass produce can afford the fee schedule and abide by the regulation standard.  Mass production has become the only way farmers can afford to pursue agricultural enterprise.  The result is limited organic/free range food for the end consumer which must be price indexed out of the range of the average consumer in order for the farmer to attain any semblance of profitability.

For the first time in our five year tenure at 3 local markets I have noticed this year a trend toward the decline of small farms.  Small farms are either: destocking, selling off land, decreasing market production or selling of entirely.  At the same time, I am witnessing no new farms at any of the markets.  Time and again I hear my colleagues’ fatal comments, “we just can’t afford to farm anymore.”  My suspicion is that sentiment is two-fold: regulatory inhibitors and real estate devaluation.

In WA State the small farm manual is over 125 pages long.  The regulation for small farms may be cost prohibitive and difficult for even the seasoned farmer to navigate.  At the same time, real estate in WA State has decreased in value on average by Qtr1 2010   -12.3%   (WSUs WHSM Qtr1, 2010).  This decline in value may be making it difficult for the small farmer to obtain operational loans.

This study sets out to identify the perceptions of small farms participating in the local farmers’ markets of Mason County, WA.  While there is substantial literature regarding livestock management in the annals of scholarly review, little to no research has been done on the attitude of small farmers and its correlation to their success in the marketplace.  

REVIEW OF LITERATURE


USDA: Disapproved (Dreher, 2003), substantiates the perception of local small farmers.  With examples from Wyoming, Texas, Virginia and N.Y., Dreher tells the saga of the American small farmer in the climate of regulation.  Similar to Dreher’s observations; in my own community a local woman wanted to sell her goat’s milk.  In order to sell her goat’s milk the state required her to put in a 35,000 milking room complete with handicap accessible his and her bathrooms; she has no employees and her house is 50 ft away.  By her estimates she will never recoup the costs of the milking room at the $4 a gallon she can sell her goats milk for.  With her 8 does producing to sell approximately 8 gallons of milk a day she could stand to gross $11,648 a year.  The current cost of alfalfa and grain to feed the same herd, not to mention overhead costs of power/water to the milking room, veterinary bills, marketing and packaging of her milk to consumers; by a conservative estimate she could expect to pay off the milking room in about 10 years had she paid for it in cash.  Of course, like most small farmers she didn’t have 35k in cash, so she took out a second mortgage to build the milking room with all the added interest and fees that entail you can no doubt understand why she feels she will never pay off the milking room.


Taylor’s Does One Size Fit All makes a direct correlation between the HACCP (Hazard Analysis and Critical Control Point) and the economies of scale which prohibit small farms from being economically viable (2008, pg. 116).  HACCP standards cover the production cycle from seed/birth to the consumer’s food table.  They regulate everything from how much antibiotics you must use in your livestock to be in the USDA program, to how you must package your produce for resale.  They are extensive and when applied at the small farm level extremely cost increasing.  The HACCP standards apply across all agricultural enterprise regulated by the FDA or USDA and are applied equally to small and large enterprise.  Therefore, the inability to distribute the cost of HACCP implementation across a vast operational income makes compliance difficult for most small producers.


Conventionalization in agriculture is the concept that methods of production can be conventionalized across the country to meet regulatory standards.  In the organic community the USDA has implemented its National Organic Program to ensure organic foods “are produced, processed, and certified to be consistent with national organic standards” (USDA, 2010).  In the Darnhofer group article the validity of this standardization is put into question.  A key component of organic systems is based on the unique relationship of each piece of land to the production cycle.  In organic agriculture we seek to create “closed loop” permaculture which allows for the farm to sustain itself without chemical fertilizer or insecticide.  The problem with the concept of conventionalization is the United States is a vast country with 11 hardiness zones.  Each zone brings with it a wealth of production challenges from pests to irrigation.  


There was a time when “organic” meant just that.  Food produced without inorganic input.  Today, however, in order to claim the coveted certified organic status in WA State is a three year process of review.  As a small producer you must comply with the USDA organic standards for 3 years, and be monitored each quarter by an independent State appointed agency, to which you pay substantial fees to be deemed “organic”.  To further complicate matters in order to be certified organic you must comply with the seed storage laws, in essence you can’t save your own seed which is a fundamental precept of closed loop systems.  In Are Standards and Regulations of Organic Farming Moving Away from Small Farmers' Knowledge?   (Vogl, 2005) the institutionalization of agricultural education and organic practice standardization is questioned.  It is argued effectively that the scientific standardization is in itself a barrier to entry for organic farming in undeveloped countries.  In my own experience I have also witnessed the disconnect between scientific agriculture and functional agriculture.  I farm 3 miles from a series of Evergreen State College students who lease land on a large 100 acre parcel.  The “hippies” as I lovingly refer to them have a plethora of buzzwords and educated ideas on how to farm, but in the three years I have seen them farm: they can’t produce much.  This is the crux of Vogl’s entire article; the true nature of sustainable agriculture is an “indigenous” skill.  People who have lived and worked the land for generations in any given area are the true authorities on what is sustainable permaculture in that area.



Sustainable agriculture: Competing visions and policy avenues (Johnson, 2006) outlines what the agricultural community sees as two competing world views of the future of agriculture: productionist hegemony agriculture vs. local/organic/small production farming.  The article rounds out the literary argument that small scale sustainable farming should be promoted for the health of the species in general, let alone U.S. citizenry.  Currently, the regulatory climate in WA State aims to embed itself with the productionist hegemony camp.  Regulations have been put into place to standardize and more importantly for the State to economically benefit from through tax revenue and fee revenue.  These regulations disregard the small scale producer and instead incentivize the large scale producer with labels such as “certified organic”.  It is the belief of the author that such practices further contribute to the alienation of the small farmer and the promotion of large scale agricultural ventures which the author deems as unsustainable in global political uncertainty, peak oil and climate change.

HYPOTHESIS

Abstract hypothesis: Regulatory inhibitors and real estate devaluation are proving barriers to entry and profitability for small farms in WA State.
  To evaluate this hypothesis I must first establish that a decrease in small farms in WA State is prevalent throughout the state, and not just a random occurrence in Mason County where I live.  To establish this premise I will use data collected by the WA State Dept. of Agriculture and the WA Secretary of State new business filings statistics.  In order to establish a solid trend I will review this data over a five year period from January 2005 to January 2010.  

Second, I must establish that there has been a decrease in small farm profitability in WA State in the same five year time period.  I will assess this information again using statistics provided by WA State Dept. of Agriculture, WA Secretary of State, Bureau of Labor and Statistics and the WSU Agricultural Extension Office.

Third, I must establish that there has been a decrease in real estate valuation in the same five year period.  A correlation should be assessed between new agricultural listings and agricultural sales in the same five year period.

Finally, I must evaluate farmers themselves and obtain a clear picture of their own impressions on the state of small farming in WA State.  I will do so using a study of the current farmers at the 3 markets I attend and wherever possible including farmers who no longer attend the markets and who have left within the past five years.

Operational Hypothesis: The small farmer’s perception that regulatory barriers to entry and real estate devaluation are destabilizing the small agriculture market in WA State has led to the reduction of small farm vendors at WA State Farmer’s markets and the decrease in new such vendors in the past five years.  The survey(s) and open forum discussion should reiterate this perception amongst local farmers.  

Operational Definition of Abstract Concepts


It is imperative to define “small farm” for the parameters of this study.  The definition of small farm will be as given in the WA State Green book for Agriculture: AGR PUB 506.

Small farm:  WSDA defines a small farm as one where the farmer or farm family participates in the day-to-day labor and management of the farm, and owns or leases its productive assets (AGR PUB 506, 2006.)

It is equally important to establish the definition of “regulatory inhibitor”.  

Regulatory Inhibitor: For the parameters of this study it will be defined as any regulation of the WA State Dept. of Agriculture which puts a financial burden on small farms decreasing their ability to be profitable.

Relation of Hypothesis to Literature Reviewed


While there are slight economical indications year over year in agricultural revenue decline in WA State, there is nothing within the available research reviewed to categorically prove that a correlation exists between the decline in small farms being registered in the State vs. the decline in revenue.  To date I have been unable to find extrapolated data which separates the earnings of small farms from that of large enterprise.  The WSDA only reports a consolidated agricultural revenue report quarterly.  The other literary resources provide antiquated evidence that the “perception” of farmers in my local community is held throughout the country, but no clear proof is given.  While this perception is then validated in the literary review, it is not substantiated clearly by empirical evidence.  While one can prove that significant financial barriers to entry do exist for small farms to meet WA and Federal regulations, there is no evidence to prove that these barriers to entry are categorically running farmers out of business or impeding new farms from registering with the Secretary of State.  No detailed statistical study on the direct correlation of small farm revenue to small farm longevity has been found.

RESEARCH NECESSITY


Agricultural studies to date have primarily focused on profitability in livestock or crop management.  Little to no research has focused on the philosophical or motivational management of farm owners/operators.  In order to encourage agricultural entrepreneurship we must understand what emotional inhibitors or preconceived barriers to entry may be currently deterring farmers from staying in agricultural enterprise, or beginning agricultural enterprise.


The review of this study will aid the agricultural community in pinpointing perceptions of small farmers and assessing whether they are based in fact or popular fiction.  The results of the study can be used to educate current farmers and prospective farmers so that they might understand the factual basis surrounding their perceptions and how to overcome any factual barriers to entry or profitability.
RESEARCH METHOD
Sample:  To assess the perceptions of local farmers I will survey the 23 farmers currently participating in the 3 Farmer’s markets to which I belong, whenever possible I will attempt to include those farmers who no longer attend the market but were member/vendors within the past five years.  All of the farmer’s meet the WSDA definition of “small farm”.  

Procedure: I will survey the farmers in two areas; perceived profitability and barriers to entry and perceived financial health, real estate valuation and subsequent ability to obtain operational financing.  The survey will consist of two formats; an anonymous Likert scale survey with comment sections and an open forum held following the board meetings of each market in the month of June, 2010.

Scale #1: Anonymous survey of perceived profitability, barriers to entry and financial health.

Instrument:  Likert scale with comment sections.

Scale #2: Open forum discussion on perceived profitability, barriers to entry and financial health.

Instrument: Group Administered Questionnaire and Directed Open Discussion.

PROCEDURE


In order to assess the perceptions of small farmers in the county on their ability to enter into and sustain a farming operation and any barriers thereto I will administer two instruments.  The first, an anonymous Likert scale with comment sections will allow for the assessed group to respond to certain sensitive financial questions anonymously, as well as assess their unique personal response separate from a group dynamic.  The second measurement will come from a led group administered questionnaire and directed open discussion.  This instrument will more accurately assess the relationship between group dynamics and the perception of small farmers. 

The two measurements will be applied separately.  The Likert scale will be given on June 24-26 to area farmer’s with a self addressed stamped envelope and asked to be mailed back no later than June 28th.  The open discussion will be conducted at the board meetings of each respective market the following week.
APPENDIX A

LETTER TO EXAMINANTS

Fellow Farmers,


As you know I am currently a Grad student at Gonzaga University.  In my current research course I am designing a research study to assess perceptions revolving around barriers to entry or profitability in small farming.


If you could please take the time to answer the anonymous questionnaire attached it would be greatly appreciated.  I will be following this research project up with a question and answer session at our next board meeting.  These are tough economic times and now more than ever we need to band together to creatively address the challenges we all face in providing fresh local food to the communities we serve.


For your convenience you can choose to either mail me the questionarre back in the enclosed prepaid envelope, or you can email your responses to me at:  farmerinchief@ravensgrovefamilyfarm.com
Best,

Sabrina C. King

Farmer-in-Chief

Raven’s Grove Family Farms, LLC
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APPENDIX Aii.

SA=STRONGLY AGREE

A=AGREE

U=UNCERTAIN

D=DISAGREE

SD=STRONGLY DISAGREE

PLEASE CIRCLE ONE ANSWER.  YOU MAY LEAVE COMMENTS IN THE SECTION PROVIDED FOLLOWING EACH STATEMENT.  PLEASE RETURN THE SURVEY IN THE SELF ADDRESSED STAMPED ENVELOPE PROVIDED.

1. There are too many regulations imposed by the State and Federal government on agriculture.
SA

A

U

D

SD
COMMENT:______________________________________________________________________________________________________________________________________________________________________________________________________________________________

2. I have had a difficult time obtaining financing this year for agricultural needs.
SA

A

U

D

SD
COMMENT:______________________________________________________________________________________________________________________________________________________________________________________________________________________________

3. I would like to participate in the USDA meat program but I cannot afford to enter or sustain the program.
SA

A

U

D

SD
COMMENT:______________________________________________________________________________________________________________________________________________________________________________________________________________________________

4. At the rate I am earning today I cannot afford to farm five years from now.
SA

A

U

D

SD
COMMENT:______________________________________________________________________________________________________________________________________________________________________________________________________________________________

5. My profit margin has decreased over the past five years.
SA

A

U

D

SD
COMMENT:______________________________________________________________________________________________________________________________________________________________________________________________________________________________

6. The government is anti-farmer.
SA

A

U

D

SD
COMMENT:______________________________________________________________________________________________________________________________________________________________________________________________________________________________

7. The WSDA program is easy to understand and implement for my farm.
SA

A

U

D

SD
COMMENT:______________________________________________________________________________________________________________________________________________________________________________________________________________________________

8. The WSDA agent assigned to my farm truly wants to see my farm succeed and is knowledgeable and helpful to me in obtaining my forecasted sales goals.
SA

A

U

D

SD
COMMENT:______________________________________________________________________________________________________________________________________________________________________________________________________________________________

APPENDIX B

Open led discussion at respective board meetings.

Questions

1. Is the WSDA program easy to navigate and implement?

2. Is the WSDA program expensive for your farm to implement?

3. If you don’t currently participate in the USDA meat program why not?

4. Are you having problems obtaining financing for your agricultural enterprise?

5. Why do you think you are having problems obtaining financing?

6. What could the WSDA do to encourage you to continue farming or to encourage new farmers?

7. Do you think there are any barriers to entry for agriculture: what are they?

8. What would you like to see your local farmer’s market advocacy council do to help your enterprise?
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