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Farm Profitability in the US
(2004 — 2024)

U.S. gross farm income, production expenses, and net
farm income, 2004-24F
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Aggregate Farm Profit
numbers obscure a
consolidation story

* As production costs rise, the smaller
commercial operations have either exited
at higher rates or have grown.

* There are several factors contributing to
this trend

e Costly advances in technology and
equipment

* Supply chain and marketing
advantages for larger farms.

Farms, land in farms, and average acres per farm, 1850-2023
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Source: USDA, Economic Research Service using data from USDA, National Agricultural
Statistics Service, Census of Agriculture (through 2022) and Farms and Land in Farms:
2023 Summary (February 2024).



The Farm Consolidation trend continues at the
national level...

Number of Farms and Average Farm Size
U.S.,, 2016 - 2023
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PNW Specialty Crop
producers have seen arge Net margin and Labor Expenses

increases in labor costs WA Specialty Crop Producers 2003-2023
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Investigating the Cost of
Regulatory Compliance

* Study on cost of FSMA compliance finds that
costs are much higher on the smallest farms
(6.8%) than the largest farms (0.3%) (Bovay et
al., 2018)

* California study in large-scale lettuce
production showed regulatory costs increased
more than 10X since 2006 (Hamilton and
McCullough, 2025)

* Costs vary widely across industries, but tend to
be highest for mid-sized firms (Trebbi et al.,
2024)

* State-level effort in WA (Fortenberry) to explore
competitiveness of ag sector.




OSU Study on

RegU|atO ry *Question - How much do Oregon tree-fruit producers spend to
- . comply with state, federal, and local regulatory requirements?
Compliance in Tree | ="
Fruit Ind ustry > OR-OSHA safety trainings
> OR Heat Rule

[¢]

pesticide regulation

(With Ashley Thompson and
Mike McCullough)

(o]

H2A requirements

o

other

*Method:
o Lengthy interviews with large and small pear and cherry producers

o Expense records, payroll data, and estimates of non-cash expenditures
of owner-operator time

> Developed estimate of annual expenditure on regulatory compliance on
a per-acre basis, as percentage of crop revenue, by regulation category



But what exactly is regulatory?

* "FSMA requires that producers clean equipment, but wouldn't they clean
it anyway?"

* "H2A has a lot of requirements, but you don't NEED to use H2A. Are H2A
costs regulatory?"

* "A minimum wage (and the H2A AEWR) is regulation, but how MUCH of it
should be counted as a regulatory cost?"

* "Regulation might save society money overall — say, food safety
requirements — shouldn't we consider the benefits of the regs?"



Per-Acre Regulatory Costs in
Oregon, 2 cherry and 2 pear
producers

Total regulatory expenditure
ranged from $250 to $700 per acre

Larger farms have compliance staff
that can be more cost effective

Costs scale with employees due to
high training and other hiring-
related expenses

Some of the variation results from
misunderstanding of what is
actually required.

Full-time safety and
compliance staff
$16.03 '

H2A compliance

$143.17

Other
$8.93

Air quality
requirements
Safety training
$71.60 / $1.06
. Water quality
requirements
$3.54

ODA pesticide

regulation
$44.43

Food safety
produce rule
$47.01

Labor health and

safety requirements
$59.89




Analysis of Ag Overtime in Oregon

* In Oregon OT phase-in started on Jan. 1, 2023 with a 55-hour cap.
* January 1, 2025 it dropped to 48 hours.
* OT threshold will drop to 40 hours per week on Jan. 1, 2027.

* 10 Farms — dairy, cherries, and nursery — shared anonymous payroll data to
allow us to analyze the impact of these policies.

*Questions:
* How will the OT law affect worker pay?
*How much will OT increase farm labor expenses in Oregon?

(We did NOT consider the potential for tax credits)



Overtime Hours by Week Under Different Overtime Thresholds (Jan. 2022 - Now.
2024)
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Overtime Hours by Week Under Different Overtime Thresholds (Jan. 2022 - Now.
2024)

Panel B: Dairy Producer
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Predicted change in costs based upon 40-hour
overtime rules

o Labor’s share of Rise in overall costs
Average rise in labor overall production for the average
costs at 40-hour OT P . 8
costs operation
Nursery 4.2% 43% 1.81%
Dairy 11.9% 20% 2.39%
Cherry 6.3% 53% 3.34%




6.3% is bigger than it sounds

From the Oregon State 2021 Pear Enterprise Budget

Pear Revenue S11,250
Labor costs $3,956
All other costs S5,859
Net Income per acre (not accounting for orchard establishment) $1,435

*The OT results show that a tree fruit producer’s labor might increase by
around 6% (some will see higher, some lower)

* A 6.3% increase in labor is $249 per acre
* That is a 17% reduction in net income!
* For farms with smaller net margins, itincome hitin % will be higher.



The data show higher average wages and lower overall
earnings for some workers

Annual Earnings and Weekly Hours Summary

Comparison of No Overtime and 55-Hour Overtime Costs with Average Weekly Hours

Employee  No Overtime (2022) 55-Hour Overtime (2023) Avg Weekly Hours (2022) Avg Weekly Hours (2023)

Employee A $61,990 $56,608 71.2 62.5
Employee B $56,591 $55,184 55.4 53.2
Employee C $59,932 $58,344 59.1 55.7
Employee D $57,005 $48,644 60.9 51.5
Employee E $53,241 $45,345 55.8 47.7



We see the same pattern in CA, which phased in Ag OT
starting in 2019
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Ag Overtime Conclusions

* Ag overtime will result in higher labor costs for PNW farms

*Employees will work fewer hours and are likely to see weekly wages
fall

*Small farms will have a harder time adapting for operational reasons

* Commodity producers have no ability to raise prices to recover
increased labor costs.

* The impact to the industry depends on:
O consumer sensitivity to price

o degree of competition from cheaper production locations



Inflation Adjusted Imports and Exports of Processed and
Fresh Vegetables (2010 - 2024)
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Tim Delbridge

tim.delbridge@oregonstate.edu
Office: 541-737-2511
Cell: 541-714-5282

https://blogs.oregonstate.edu/appliedeconomics/

Published articles available:

https://extension.oregonstate.edu/catalog/em-9682-cost-regulatory-compliance-
oregon-tree-fruit-industry

And

https://www.choicesmagazine.org/choices-magazine/submitted-articles/impact-of-
new-overtime-labor-rules-on-farms-and-farmworkers
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