
T O T A L / A R M S  I I I

S C R E E N I N G  A N D  F A R M  D E F I N I T I O N

What are “Farm Operations” and how are 
they selected?



Farms

Definition from the Oxford World Dictionary.
Noun: An area of land and its buildings used for growing 

crops and rearing animals, typically the control of one 
owner or manager. 

Not terribly useful, especially for the United States Department of 
Agriculture. 



Farms and Farm Operations

 The USDA and NASS define a farm operation very 
differently.

Farm Operation: Any operation that makes or has the potential to 
make $1,000 in direct sales of agricultural products. 

Statistically, this is our population.

It is a very inclusive definition.

As long as the potential exists, you are a farm operation even if the 
respondent has never operated a farm or ranch.



Problems with an inclusive definitions.
Sampling people that own a couple of farm animals as 

pets.

Sampling people that have not been farming for years but 
still have the land.

Sampling people that only have personal gardens for home 
use.

Sampling people that have 4 horses and 20 acres of 
pasture.



Pros of having an inclusive definition.

Capture smaller operations that do provide direct sales of 
agricultural products.

“1000 grains of sand is still a small pile of sand.”

Smaller farm operations and hobby farms are competing 
for the same resources (fertilizer, water, etc.) but are 
buying them at retail value, not wholesale.



Has NASS tried to change the definition?

Short answer, yes.

In the late 90s, as told by our previous NASS 
administrator, Joe Reilly.

Obviously not successful.

Why?



SCREENING

The baseline for operations sampled for ARMS Phase 
III were as follow:

Had or has the potential of generating $1,000 dollars in 
direct sales of agricultural products.

Was in business in 2016.

This was accomplished by two other surveys. 

ARMS Phase 1 Survey.

June Area Survey



SCREENING

 What determines the potential for $1,000 
dollars in direct sales of agriculture?
Multiple factors.

Land Use: Abandoned Crops, Cover Crops, Idle 
Cropland, Summer Fallow.

Government Payments.

Pasture and Rangeland.

Field Crops such as Barley, Corn, Wheat.

Hay

Woodland Crops

Many others.



SCREENING

Each crop, land use, etc. has a number of points assigned 
to it per acre.

 1 point = $1.00 of Gross Sales.

This is why 4 Horses (200 points per horse) and 20 acres 
of Permanent Pasture (10 points an acre) constitutes a 
“farm operation.”

(4 * 200) + (10 * 20) = 800 + 200 = 1000 points. Potential to 
make $1,000 dollars in direct sales of agriculture.



Questions, Comments, 
Observations, Rants, or 

Diatribes?



SECTION A

Roberto Sanchez 

2016 ARMS – Phase III Workshop

Visalia, CA 

January 31 – February 2, 2017



Section A – Acres Operated 

• Just acres, no money or other production units
• Item 1 to item 5 (page 2)

• Check “none” box if this item does not apply to this operation 



Section A – Acres Operated 

• Total acres = own land + land rented from others – land 
rented to others

• Item 0063 (cropland) is less than item 0026 (total acres)



Section A – rented from others

• You need to distribute the land rented from others in four categories: 
• Fixed cash rent payment

• Flexible rent payment

• Share of the crop/livestock 

• Free 



Section A – land rented from others

• Just money in dollars, no cents, acres or other production units
• Item 6 to item 12 (page 2)

• Check “none” box if this item does not apply to this operation 



Section A – land rented from others



Section A – land rented to others



References to Section A in the 2016 Manual

Item
Page 

(manual)
Item

Page
(manual)

Item
Page

(manual)

1 38, 39 6 42 10 45

2 (a to d) 38, 39, 40 7 (a to b) 43, 44 11 45

3 38, 40, 41 8 (a to b) 44 12 46

4 38, 41 9 44, 45

5 38, 42



Questions

Roberto Sanchez

roberto.sanchez@nass.usda.gov

916-498-8942

mailto:roberto.sanchez@nass.usda.gov


ARMS III Section B
Jennifer Johnson

2016 ARMS – Phase III Workshop

Visalia, CA

January 31 – February 2, 2017
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Seed Technology
• NASS reports on genetically engineered (GE) corn, cotton, and soybeans in 

Acreage. But herbicide-tolerant GE varieties are also used in alfalfa, canola, and 
sugarbeets. What’s more, drought-tolerant GE varieties have been introduced 
for corn. We aim to track adoption with ARMS.

• Planted acres, not harvested acres as in item 2.

• Total planted acres of a crop may not be the sum of columns 1+2+3+4. Why—
corn seed may be HT and Bt and drought-resistant, while cotton may be HT 
and Bt.

• For alfalfa, canola, and sugarbeets, columns 1 and 4 should add to all planted 
acres.

• IP seed varieties (col. 5) may be non-GE varieties kept separate and sold as 
such. That can also be GE versions of specialized varieties, such as high-oil corn, 
sold as IP.
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Sally planted 500 acres
of corn and 300 acres
of soybeans last year. All
of the soybeans were HT
varieties, while 400 acres
of the corn were HT, and
half of those were also
drought-tolerant.

For the first time this
year, Sally also planted
100 acres of non-GE corn, 
which would be marketed 
specifically as such, with 
identity preserved 
throughout the marketing chain.

An exercise

How should item 6 be filled out?



Sally planted 500 acres
of corn and 300 acres
of soybeans last year. All
of the soybeans were HT
varieties, while 400 acres
of the corn were HT, and
half of those were also
drought-tolerant.

For the first time this
year, Sally also planted
100 acres of non-GE corn, 
which would be marketed 
specifically as such, with 
identity preserved 
throughout the marketing chain.

An exercise

How should item 6 be filled out?

400

300

200 100 100



Crop Insurance Has Shifted Away from Yield Coverage





Crop Insurance Exercise 1

Pamela farms 400 acres of corn.  She purchases a Revenue Protection with Harvest 
Price Exclusion (RP-HPE) policy with 70% coverage on 300 acres.  She also enrolls half 
of her acreage in SCO.  

How should Pamela fill out question B.7?



Crop Insurance Exercise 1

Pamela farms 400 acres of corn.  She purchases a Revenue Protection with Harvest 
Price Exclusion (RP-HPE) policy with 70% coverage on 300 acres.  She also enrolls half 
of her acreage in SCO.  

How should Pamela fill out question B.7?

400 300 70 X



Crop Insurance Exercise 2

Andy plants 100 acres of soybeans and 100 acres of corn.  He insures all 100 soybean acres with a 
CAT yield policy in 2016 and all 100 acres of corn with a 75% Revenue Protection policy.  
Further, he had enrolled all his corn and soybean acres in the ARC program, so could not enroll any 
of them in the SCO program.  
How should Andy fill out question B.7?



Crop Insurance Exercise 2

Andy plants 100 acres of soybeans and 100 acres of corn.  He insures all 100 soybean acres with a 
CAT yield policy in 2016 and all 100 acres of corn with a 75% Revenue Protection policy.  
Further, he had enrolled all his corn and soybean acres in the ARC program, so could not enroll any 
of them in the SCO program.  
How should Andy fill out question B.7?

100 100 70 X

X100



Risk Management: Items 8-10

• Risk management strategies followed by farmers
• Hedging through exchange-traded derivatives--futures 

contracts and options (on futures). 

• Use of cooperatives (who might in turn hedge through 
futures).

• Use of on-farm storage (to provide flexibility in sales).

• Use of marketing contracts (section E)

• Items 9 and 10 are straightforward
• If “yes” for any commodity, check box.

• If producer uses his/her own storage, located in town, and still 
owns the commodity, check as “on-farm”.

• Note: if not used for any commodity, check “none”.





Hedging Definitions

• Futures: Short positions in futures contracts mean that the farmer 
has entered into a contract to sell a specified quantity of the 
commodity (e.g., corn, whey, cattle, butter, etc.) at a specified price 
on a specified date. Long positions are contracts to buy that 
quantity.

• Short positions are usually (but not always) used for hedging, 
because they lock in a price

• Farmers usually “close out” a short position without actually 
delivering the physical commodity by taking the opposite 
(long) position close to the settlement date.

• Options: Put options give the holder the option of selling a futures 
contract at a given price. Call options give the holder the option of 
buying a futures contract at a given price.



Example of hedging with futures contracts:

• John intends to sell 20,000 bushels of corn in March, 2017, 
and he wants to lock in a price now, in November, 2016. 

• He purchased 4 forward contracts (5,000 bushels each) for 
corn with a settlement date of March, 2017, on the 
Chicago Mercantile Exchange (CME) at a price of $3.55 a 
bushel.

• These contracts would be for the short position, 
contracting him to sell that quantity at the given price on 
the given settlement date. 

• If John wants the price protection without the hassle of 
physical delivery, it is possible to “close out” the position 
by purchasing the offsetting position (long, contracting to 
buy corn) before the settlement date.



Two key points:

• Items 8-10 refer to production, not to input acquisition, such as a 
dairy farm or feedlot hedging on corn purchases.

• Most futures transactions are closed out without delivery, by taking a 
long position later. Avoid double-counting quantities, by adding 
quantities in the short and long positions: focus on the quantity of 
production that’s hedged



Hedging Exercise 1

During 2016, Bob hedged some of his production through futures contracts (short position, 
agreeing to sell) on the CME. He took positions in 5 corn futures contracts (5,000 bushels 
each) and 4 mini-corn futures contracts (1,000 bushels each). 

How should 8 be answered?



Hedging Exercise 1

During 2016, Bob hedged some of his production through futures contracts (short position, 
agreeing to sell) on the CME. He took positions in 5 corn futures contracts (5,000 bushels 
each) and 4 mini-corn futures contracts (1,000 bushels each). 

How should 8 be answered? Answer: 29,000 bushels  ((5 x 5,000) + (4 x 1,000))

29,000



Hedging Exercise 1a

Bob later exited his position by taking the opposite (long) position before the settlement 
date. 

How should 8 be answered? Answer: 29,000 bushels

If Bob exited his position before the settlement date by taking the opposite position (long) 
before the settlement date, do not count long position in the total. (Not used for hedging)

29,000



Hedging Exercise 2

Joe has also hedged his milk production through trading futures contracts on the CME with: 
10 dry whey futures contracts (44,000 lbs each)
10 Class III milk futures contracts (200,000 lbs each)
20 cash-settled butter futures contracts (20,000 lbs each). 

How should 8 be answered? 



Hedging Exercise 2

Joe has also hedged his milk production through trading futures contracts on the CME with: 
10 dry whey futures contracts (44,000 lbs each)
10 Class III milk futures contracts (200,000 lbs each)
20 cash-settled butter futures contracts (20,000 lbs each). 

How should 8 be answered? Answer: 2,840,000 lbs  ((10 x 44,000) + (10 x 200,000) + (20 x 20,000))

2,840,000



Hedging Exercise 3

Agricultural options are based on futures contracts– the option to buy or sell futures 
contracts at a specified price on or before a specified date. Follow the previous examples 
and  record the quantity of production underlying the contracts.
If Ned hedged his production by buying a put option (option to sell a futures contract at a 
specified price) on 10 futures contracts for live cattle at 40,000 lbs per contract, how should 
question 8 be answered? 



Hedging Exercise 3

Agricultural options are based on futures contracts– the option to buy or sell futures 
contracts at a specified price on or before a specified date. Follow the previous examples 
and  record the quantity of production underlying the contracts.
If Ned hedged his production by buying a put option (option to sell a futures contract at a 
specified price) on 10 futures contracts for live cattle at 40,000 lbs per contract, how should 
question 8 be answered? Answer: 400,000 lbs of cattle

400,000



If respondent has used futures or options markets for commodities not 
included in this group

• Write in the commodity name in the blank space next to “Other”

• Enter the quantity hedged as shown in the previous examples



Hedging Exercise 4

Bill hedged some of his production through futures contracts on the CME. He took positions 
in 10 lean hogs futures contracts, at 40,000 lbs per contract (400,000 lbs total). 

How should question 8 be answered?



Hedging Exercise 4

Bill hedged some of his production through futures contracts on the CME. He took positions 
in 10 lean hogs futures contracts, at 40,000 lbs per contract (400,000 lbs total). 

How should question 8 be answered? Answer: See table. Remember to enter the units.

400,000Lean Hogs lbs



Hedging

Maybe 10 % of 
respondents

Less than 10 % 
of 

respondents



Land Use Practices—Items 11-13

• Cover crops, double cropping, and conservation tillage affect farm 
finances and USDA conservation goals.

• Cover crops are growing due to Federal & state incentive programs, 
improving seed availability, & growing interest in soil health. We aim 
to track where and why cover crops are expanding.

• Double cropping (eg, soybeans and winter wheat) varies with weather 
and commodity prices. Tracking helps USDA understand links 
between acreage and cropland.



Land Use Practices—Items 11-13



Land Use Practices—Item 13

Conservation tillage helps build soil health and reduce nutrient losses.
It’s an important target of conservation policy, but adoption varies over

time and across regions. 

No-till: seeds planted
directly through residue.

Strip-till: discs open a
narrow planting strip; 
little soil disturbance.

Others include ridge and
mulch till. Conservation
tillage leaves at least
30% of crop residue at 
planting. Note continued focus on planted acres (except 11b).



Land Use Practices—Exercise

Stan and Bobbi farm 1800 acres of corn, soybeans, and wheat.

In 2016, they planted 300 acres of corn and 200 acres of soybeans using no-till  
techniques, while also planting another 300 acres of corn using ridge-till. 

They have been trying cover crops, and last year planted 750 acres to a mix of 
clover, ryegrass, and radishes.



Land Use Practices—Exercise

Stan and Bobbi farm 1800 acres of corn, soybeans, and wheat.

In 2016, they planted 300 acres of corn and 200 acres of soybeans using no-till  
techniques, while also planting another 300 acres of corn using ridge-till. 

They have been trying cover crops, and last year planted 750 acres to a mix of 
clover, ryegrass, and radishes.

750

300

300 200

X



QUESTIONS??



SECTION C –
Livestock Inventory, 

Number 
Sold/Removed, and 

Cash Sales

Roberto Sanchez 



Section C 



Section C – item 2, column 2 

• Report the animals in the 
operation on December 31 
(physically present)

• total number on hand

• Animals owned by this 
operation under feed or grow 
contracts with other 
operations will be reported in 
Section D 

• Reference in the manual: page 
59



Section C – item 2, column 3 

• Report animals owned by 
the operation on 
December 31, 2016

• total number on hand

• column 3 should be equal 
to or less than column 2

• Reference in the manual: 
page 59 (at the bottom of 
the page)



Section C – item 2, column 4

• Report animals sold or 
removed by this 
operation in 2016, that 
includes the next 
categories from January 
1st to December 31st:  
• Sold on the open market

• Delivered under a 
marketing contract 

• Removed under 
production contract   



Section C – item 2, column 4

• Exclude these animals from column 4 (this list is in page 60 in the 
manual): 
• Deaths 

• Animals that were moved from this operation for: 
• For short term grazing on corn or small grain stubble and then returned

• For the summer to public grazing land and then returned to this operation

• For the summer to private or grazing association land and then returned to this 
operation  

• References in the manual: Page 60



Section C – item 2, column 5

• First, you need to abstract the 
marketing expense, such as: 
• Check-off, 
• Drying, 
• Commission, 
• Inspection, 
• Storage, 
• Transportation, 
• Yardage, etc. 

• Section I contains more 
information about the 
marketing expense (page 91 
in the manual) 



Section C – item 2, column 5

• Second, report all sales received 
from beef cows, milk cows, etc
(just dollar, no cents).  

• Exclude marketing and 
production contract, landlord 
share, trading/speculation, land 
rented to others, and amount 
received for livestock sold in 
prior years. 

• References in the manual: page 
60

• Special instructions by 
commodity: Pages 61 to 65



Questions

Roberto Sanchez

roberto.sanchez@nass.usda.gov

916-498-8942

mailto:roberto.sanchez@nass.usda.gov


SECTION D –
Other Operations 

Growing, Feeding or 
Raising Livestock for 

this Operation



Section D – item 1

For column 2 use the livestock code from 
the Respondent Booklet

For column 1 write the name of the livestock or 
poultry 



Section D 

• Report all kind of commodity for growing, feeding or raising in other 
operations (farms), include: 
• “…Commodities that were placed on contracted operations prior to January 1 

were still under contract on January 1, 2016.” 

• Avoid double accounting for the livestock production quantities, 
sales, or expenditures/fees 

• Review the example of the page 66 at the manual



Section D – column 3 

• Report the estimated market value of 
commodities on hand on January 1st. 
2016 (one commodity per line)

• Use dollars, no cents

• “make sure this value is not recorded 
in Section J (farm assets)”

• Reference in the manual: page 67



Section D – column 4 

• Report the estimated market value of 
commodities was placed for the entire 
year 2016 (one commodity per line) 

• Use the value at the time the 
commodity was placed

• Use dollars, no cents

• Reference in the manual: page 67



Section D – column 5 

• Report the sum of the fees/expenses 
paid to the contractees related to (one 
commodity per line): 
• Labor
• Management 
• Reimbursements

• Use dollars, no cents

• “make sure this value is not recorded in 
Section I (expenses)”

• Reference in the manual: page 67



Section D – column 6 

• Report the income produced as a result from 
growing, feeding, or raising in other operation 
(gross income), don’t extract any quantity of 
money

• Use dollars, no cents

• “make sure this value is not recorded in Sections 
C (livestock)or E (marketing contracts)”

• “…item will be zero for all replacement animals…”

• Reference in the manual: page 67



Section D – column 7 

• Report the estimated market value 
of the remaining (unsold) 
livestock/poultry 

• Use dollars, no cents

• “make sure this value is not 
recorded in Section J (farm assets)”

• Reference in the manual: page 67



Questions

Roberto Sanchez

roberto.sanchez@nass.usda.gov

916-498-8942

mailto:roberto.sanchez@nass.usda.gov


SECTION E –
Marketing Contracts



Section E 

Review the information and examples about 
contracts in pages 68 to 74 in the 2016 manual



Section E – What is a marketing contract?

• The marketing contract is an agreement between two parts 
(contractor and contractee) before completion of the production 
cycle, that include: price determination and transfer condition of the 
commodities produced.

• The operator is the owner of the commodity until the delivery. 



Section E – item 2

For column 2 use the livestock code 
from the Respondent Booklet

For column 1 write the name of the commodity 



Section E – item 2, column 3

• Report all quantity of production 
delivered in each contract (one 
contract per line) 

• Exclude: landlord’ share 

• References in the manual: page 75



Section E – item 2, column 4

• Report the correct unit that is used in 
the contract (this unit is in the bottom 
of the page 7 of the questionnaire)
• Pounds

• Bushels

• Tons 

• References in the manual: page 75



Section E – item 2, column 5

• Report the price per unit related to 
each marketing contract (one line 
per contract) 
• Example: $2000 per head

• Use dollars and cents 

• “be sure the unit for the price 
reported agrees with the unit for 
the quantity reported”

• Reference in the manual: page 75



Section E – item 2, column 6

• Report the total sum of the income 
for 2016

• Avoid the double accounting for the 
previous year income

• “be sure any marketing charges 
related to sales under the contract 
are subtracted out and recorded in 
Section I, item 33.”

• Reference in the manual: page 75



Section E  - item 2, math op

• Column 3 x Column 5 = Column 6

• (Quantity produced) x (price per unit) = amount received 

• Important notes: 
• You need to verify the result in column 6 (make sense)

• Example (hypothetical): 
• If you have a farm with 1,000 beef cows

• Column 3 = 1,000

• Column 5 = $1,000/ head 

• Column 6 = $20,000,000, is this correct?



Section E – item 2, math op

Is the number in column 6 correct?



Questions

Roberto Sanchez

roberto.sanchez@nass.usda.gov

916-498-8942

mailto:roberto.sanchez@nass.usda.gov


SECTION F
PRODUCTION CONTRACTS 

AND
CUSTOM FED LIVESTOCK



SECTION F
DEFINING CONTRACTS – A Brief Review

•The ARMS survey has two different contracts by 
definition.

1. MARKETING CONTRACTS.

2. PRODUCTION CONTRACTS.



MARKETING CONTRACTS FROM 
SECTION E

•Marketing Contracts
• Identify an outlet for a commodity and set pricing 
and delivery.
•Operator (Contractee) assumes most of the financial 
risk.
•Common for crops but also used for livestock or 
livestock production. 
•Operator owns the commodity at the start and is 
selling or will sell a finished product. 

Interviewers Manual Page 69



MARKETING CONTRACTS FROM 
SECTION E

•Marketing Contracts
•Operator (Contractee) owns the commodity from 
the starts. 
• Is trying to sell the commodity.

• Example: Cattle Operator owns 100 Beef Cows. 
Negotiates to sell 50 Beef Cows to a slaughter house.



SECTION F
PRODUCTION CONTRACTS

•Production Contracts
•Covers the entire production cycle.

• Usually, this means the CONTRACTOR (operation 
purchasing the goods) own the goods at the beginning. 

• Contracts specify responsibilities for the provision and 
payment of expenses by different parties. 

• Set terms for compensation, production practices, and 
removal from the operation.

• Contractor assumes most of the risk. 

Interviewers Manual Page 69



SECTION F
PRODUCTION CONTRACTS

•Production Contracts
•Replacement Heifers being grown and fattened at on 
operation but not owned by the operator.
• Some kind of timely fee is paid during the duration the heifer 

are being grown and fattened.

• Input as to what kind of feed is being fed.

• And agreed upon date when the heifers’ physical custody is 
taken by the contractor. 



SECTION F
PRODUCTION CONTRACTS

•A General Rule of Thumb: If you’re confused as 
to what kind of contract the operator has, ask this 
question:
• Who owned the commodity at the beginning of the 

commodity’s life cycle? 



IM 

Pg.

70



SECTION F
PRODUCTION CONTRACTSREMEMBER!

QUESTIONNAIRE PAGE 8



SECTION F
PRODUCTION CONTRACTS

QUESTIONNAIRE PAGE 8



QUESTIONS, COMMENTS, 
OBSERVATIONS, RANTS, OR DIATRIBES



SECTION G
ACCOUNTS RECEIVABLE 

AND
DEFFERED PAYMENTS



SECTION G

•Deferred payments: Payment received for 
commodities technically sold in a prior year.
• Farm operations usually do not receive cash payment for 

services provided/commodities sold in the same calendar 
year.
• Why?

• Income Tax Management Strategy.

• Price is not final until next calendar year.

• For this survey before January 1, 2016.

INTERVIEWERS MANUAL PAGE 80



SECTION G

DO NOT CONFUSE CASH SALES OF COMMODITIES HELD IN STORAGE.

DO NOT INCLUDE MARKETING EXPENSES AND REIMBURSEMENT FOR 

EXPENSES.

QUESTIONNAIRE PAGE 8



QUESTIONS, COMMENTS, 
OBSERVATIONS, RANTS, OR DIATRIBES



SECTION H
GOVERNMENT PAYMENTS 

& 
OTHER FARM RELATED 

INCOME



SECTION H
GOVERNMENT PAYMENTS & OTHER FARM 

RELATED INCOME

Be mindful of the skips. QUESTIONNAIRE PAGE 9



SECTION H
LOANS & PROGRAMS

QUESTIONNAIRE PAGE 9



SECTION H
PROGRAMS

QUESTIONNAIRE PAGE 9



SECTION H
OTHER FARM RELATED INCOME

QUESTIONNAIRE PAGE 10



SECTION H
OTHER FARM RELATED INCOME

QUESTIONNAIRE PAGE 10



SECTION H
OTHER FARM RELATED INCOME

QUESTIONNAIRE PAGE 10



QUESTIONS, COMMENTS, 
OBSERVATIONS, RANTS, OR DIATRIBES



ARMS III Section I:
OPERATING AND CAPITAL 

EXPENDITURES
Jennifer Johnson

2016 ARMS – Phase III Workshop

Visalia, CA

January 31 – February 2, 2017



OPERATING EXPENSES

• Expenses paid for by the operation during Calendar Year 2016.

• Expenditures for inputs that are normally used up during the year 
purchased.

• Feed

• Livestock purchases

• Farm Services

• Labor

• Rent 

• Fertilizer

• Chemicals

• Seeds

• Fuels

• Taxes 108

MAJOR EXPENSES:



OPERATING EXPENSES

• Expense data is collected in great detail.

• Ensures that no data will be omitted, particularly items not typically found in 
record books.

• More detailed questions elicit greater detailed answers.

• ERS publishes more detailed expenses in value-added and farm production 
expense reports, e.g., Farm Services contains 10 expenses used individually by 
ERS.

• Interviewer's Manual has a detailed list of  what to include and exclude 
for each item.

109



EXPENSES NOT LOCATED IN SECTION 

I

• Gross rent components

• Cash rent: Section A

• Share rent: Section A – Landlord’s share of  crops, livestock, and government 

payments

• Grazing fees: Section A

• Livestock contract production fees

• “TOTAL FEES RECEIVED in 2016”, Section F, Item 2, final column

110



QUESTIONS MOVED, RE-PHRASED OR NEW

• Marketing and storage expenses, Section I, Item 33

• Used to be in the commodity section

• Almost all operations that sell commodities have marketing expenses.

• Get total quantity and unit sold if  operator doesn't know the total marketing charges.

• If  missing, editor should add up the commodity specific charges from income

• Item 5 Leasing of  livestock (include bees, bulls and dairy cattle)

• Item 11 Purchased water for irrigation from off-farm suppliers.(including irrigation 

assessments and fees)

• Item 17(b) Include $100 participation fee for Margin Protection Program for Dairy

111



Landlord & Contractor Questions

• Collect expenses paid by: Operator(s), Landlord(s), and Contractor(s).

• Most operating expenses have three cells.

• Landlord Expenses emphasized because ERS calculates Net rent to non-
operator landlords.

• Net rent equals Landlord income less Landlord expenses

• Contractor Expenses

• Ask whether operator knows contractor expenses.

• May know if  given a settlement sheet by contractor.

• If   unknown, leave blank and the Regional Office will impute

112



Wage Treatment for Individuals and 

Partnerships

• Operators organized as individuals or as partnerships do not receive 

income in the form of  wages

• Instead of  wages, they receive the net income generated by the 

operation

113



Wage Treatment for Corporations and Other

• Operators organized as a corporation or as Other (Trust, Estate)

• Operator can receive wages since they are an employee of  the 

corporation or trust

114



CAPITAL EXPENDITURES
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CAPITAL EXPENDITURES
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CAPITAL EXPENDITURES

117



CAPITAL EXPENDITURES

118



CAPITAL EXPENDITURES
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CAPITAL EXPENDITURES

120



CAPITAL EXPENDITURES

• Purchases with multiple year life

• Placed on operator’s depreciation schedule

• Listed on the operator’s Assets page

121



Why Do We Collect Capital Expenses?

• Early indicator of  financial stress in operation

• Weights for NASS Prices Paid Indexes

• ERS publishes capital expenditures in  more detail than in the Farm 

Production Expenditures publication

122



QUESTIONS??

123



ARMS III Sections J & K:
Assets & Debt

124



Overview

 Section J: Farm Assets

 Overview of questionnaire

 No changes from 2015

 Section K: Farm Debt

 Overview of questions 1-5

 New column added to debt table: question 3, column 3.

 No research questions in 2016

125



Overview

 Why so much detail on a sensitive subject? 

 A complete and accurate financial picture of the 
agricultural sector requires wealth measurement via 
the balance sheet.

Getting component detail ensures accuracy

 Provides more detailed picture of the sector balance sheet’s 
strengths and weaknesses

 Many of the current financial concerns about 
agriculture involve asset (land values) and debt 
repayment.
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Section J
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Section J
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Section K

129

 Question 3 known as the farm debt table is used to gather 
information on the loans outstanding as of the end of the year.

 Like last year, we are interested in gathering as much information 
as possible in this section in the event farmer’s aren’t willing to 
provide all the information. 

 We added a note to column 5 to make sure that the year the loan 
was obtained refers to the refinanced year if it was refinanced. This 
note applies to question 6 as well. 

 As a reminder column 7 is used to exclude any debt that was for 
non-farm use.

 We use the lender codes in the farm sector accounts to make sure 
debt is associated with the correct lender group.



Section K
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QUESTIONS??
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ARMS III Section L:
Farm Labor and Management
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Section L
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Family Farm Question–Considerations 

 ASSETS are the key object that can be split up, not equity, debt, income, 

profits or measures

 Potential owners include friends, associates, partners, corporate 

shareholders, members of an LLC
 They do not include landlords, contractors, or banks

Consider a crop farm. If the family rents in 60% of farm acres and equipment 

and owns a two-thirds share of the remaining 40% of assets used by the 

operation, is the operation a family farm?
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Operation Organization

Legal Status for tax purposes

 Family operation – no partners and no shareholders

 Could be an LLC
 Legal partnership – two or more people 

 Not landlord-tenant 
 C-Corporation 

 Limited liability (could be single-owner LLC)
 Pay income tax separately from owners

 S-Corporation (small business corp.)

 Taxed as a partnership or sole-proprietor 
 Other (estate, trust, co-op, etc.)

Q4: Any category may be organized as an LLC under 
state law
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Section L

136



Number of Operators

 Q7: Number of operators. Who are operators? People “involved 
in the day to day decisions” excluding hired workers unless 
they are a hired manager or a family member

 A nonrefusable question; key aspect of operation; used to edit 
other items.

 Q8 – is there a spouse; Q9 – are they making day-to-day 
decisions? 

 If a spouse is an operator (Q9), data for that individual are reported in the 
second column in Q10

 Operator Characteristics

 Year in which operator began to operate ANY farm
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Hired Workers

 Revised questions (asked first in 2015 ARMS)

 Q12 - Report the average number of full-time 

paid hired workers in paid/unpaid categories 

 NOT operators 

 Not making day-to-day decisions on the farm or ranch

 Exclude custom hire and contract labor

 Could be full-time or part-time workers 

 IMPORTANT: “Full-time” means 30 hours/week
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Hired Workers

 Brian employs 4 workers year round on his vineyard. They 

work 40 hours a week, every week, except September –

when they work 50 hours a week.

 How would Brian complete question 12?
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Hired Workers

 Brian employs 4 workers year round on his vineyard. They 

work 40 hours a week, every week, except September –

when they work 50 hours a week.

 How would Brian complete question 12?
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Part-time Workers

 Report the TOTAL NUMBER OF HOUR worked EACH WEEK 

by ALL PART-TIME workers during each three month 

period? 

 Part time = less than 30 hours/week

 Still exclude custom hire, contract labor, and unpaid workers

 Reason? Part of who is required to provide health 

insurance under the Affordable Care Act (ACA)
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Part-time Workers

142

 Brian employs 10 extra workers on his vineyard in 

September and October. They work 50 hours a week.

 How would Brian complete question 13?



Part-time Workers

143

 Brian employs 10 extra workers on his vineyard in 

September and October. They work 50 hours a week.

 How would Brian complete question 13?

 ANSWER: For September: [((4 x 50)/ 13) = 15] x 10 = 150 

For October: [((4 x 50)/ 13) = 15] x 10 = 150

150 150



Direct Marketing (Local Foods)

 Direct marketing/local foods defined by the marketing 

channel

 Q15: For human consumption AND sold directly to (a) 

individuals, (b) retail outlets, or (c) institutions

 Exclude non-edible products or processed products

 Exclude sales to local businesses who resell across the 

country 

 Q16: Sales of crops, livestock to 5 different outlets 

(exclude sales via production contracts)
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Direct Marketing (Local Foods)
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QUESTIONS??
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SECTION M –
Farm Operator & 

Household 
Characteristics

Roberto Sanchez 



Section M

References in the manual: page 147



Section M

References in the manual: page 147 to 148



Reminders

• Use pencil #2 in the entire questionnaire

• Check “yes” or “no” in the screening question at the beginning of 
each table (example: Section D, item 1) 

• “in the fence rule” is applied to the criteria of Section D and Section E 



Questions

Roberto Sanchez

roberto.sanchez@nass.usda.gov

916-498-8942

mailto:roberto.sanchez@nass.usda.gov


SECTION N
FARM OPERATOR 

HOUSEHOLD 
INCOME, ASSETS,& DEBT



SECTION N
The Reality when Enumerating

•By this point, the respondent is fatigued.

•We are on page 22 and it takes us to the end. 
• Though, with another “unnamed” survey, we’d only be at 

the halfway point.

•And we are asking household financial information.

•At this point, the urge for the respondent to end the 
survey is strong. 



SECTION N
Why It Is Important

• We need a complete picture on the economic well-being of farmer 
operators. We cannot get this without knowing what other assets 
operators have.

• ARMS Phase III is the ONLY survey that measures poverty for the farm 
operator population.

• The vast majority of farms are run by households (98.7%). 

• This information is used to inform policy design and implement better 
laws regarding farmers and farm households. 

• To meet Congressional and Executive Mandates.



SECTION N
The Historical Trend
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SECTION N
What to Include and Exclude

• Include
• The Principal Operator

• All other members of the operator’s household (i.e. physically living on the 
operator’s property).

• Any income earned by the aforementioned.

• Exclude
• Landlord’s share.

• Other partners in a partnership that DO NOT live in the same house as the 
operator.

• If no spouse was reported, leave that blank. 

INTERVIEWERS MANUAL PAGES 148-149



SECTION N
The Value Codes

Specific details of every question are in your Interviewers Manual, pages 148-153.

QUESTIONNAIRE PAGE 22



SECTION N
FARM OPERATOR HOUSEHOLD – INCOME, ASSETS, 

& DEBT

Report only if there is a spouse that earned income.

QUESTIONNAIRE PAGE 22



SECTION N
FARM OPERATOR HOUSEHOLD – INCOME, ASSETS, 

& DEBT

QUESTIONNAIRE PAGE 22

A VERY IMPORTANT “DO NOT DO.”

2 1 3



SECTION N
Why?

QUESTIONNAIRE PAGE 22

Even if you added the maximum values of each category, it would not fall in the range of the 
calculated value code.

For example: 499 + 999 =        1498

Value Codes: 02 + 03 = 05



SECTION N
FARM OPERATOR HOUSEHOLD – INCOME, ASSETS, 

& DEBT

QUESTIONNAIRE PAGE 22



SECTION N
FARM OPERATOR HOUSEHOLD – INCOME, ASSETS, 

& DEBT

QUESTIONNAIRE PAGE 23



SECTION N
FARM OPERATOR HOUSEHOLD – INCOME, ASSETS, 

& DEBT



SECTION N
FARM OPERATOR HOUSEHOLD – INCOME, ASSETS, 

& DEBT

QUESTIONNAIRE PAGE 23



SECTION N
FARM OPERATOR HOUSEHOLD – INCOME, ASSETS, 

& DEBT

QUESTIONNAIRE PAGE 24



QUESTIONS, COMMENTS, OBSERVATIONS, 
RANTS, OR DIATRIBES


