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ABSTRACT 

Rural development specialists working with agricultural statistics confront the tension 

between collecting data for the purposes of measuring farm sector performance versus that of 

assessing farm household well-being.  While it is recognized that the activities of the farm 

enterprise and farm household generate a broad spectrum of market relationships in their local 

economies – linkages found in capital markets, commodity production, household consumption, 

and alternative income-generating activities on and off the farm, most agricultural data collection 

systems focus primarily on commodity production and just the basics of farm household structure 

(Bollman, 1998).  The survey instrument that embraces the dual mission of collecting data on the 

farming enterprise and on farm households can allow specialists to study a broader complement of 

farm-rural economy linkages (Johnson, et al, 2008).  Such a survey generates a more 

comprehensive quantitative assessment of the farm household as a multifaceted enterprise and its 

linkages to the rural economy (Vogel,l, 2012). 

In this case study, we exploit microdata on farm household activities drawn from U.S. and 

Canadian national agricultural surveys to shed light on the impact of farmers who simultaneously 

operate off-farm businesses on their local communities– a farm/rural interface often overlooked by 

agricultural economists and rural development specialists alike.  These entrepreneurial farmers 

provide additional employment and growth opportunities separate from commodity production for 

https://urlsand.esvalabs.com/?u=https%3A%2F%2Fdoi.org%2F10.1481%2FICASVII.2016.F34&e=1b20e90c&h=b84a48ce&f=n&p=y
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their rural economies.  Hence, instead of depending on the local communities’ resilience for their 

household well-being, they contribute to it.   

We use the Agricultural Resource Management Survey jointly administered by the Economic 

Research and the National Agricultural Statistic Services of the U.S. Department of Agriculture 

and the Farm Financial Survey administered by Statistics Canada.  Given the sufficiently detailed 

data on these farmer-operated off-farm businesses, we are able to use the input/output modeling 

toolkit to recover estimates of nonfarm value added, sales, and employment generated by them.  

With respect to the rural economy, we find that the share of a rural county’s employed nonfarm 

labor force linked to these off-farm businesses increases the further they are located from the urban 

core.  Thus, the business acumen of these farm portfolio entrepreneurs is an even more valued 

intangible asset for communities in more remote rural areas. 

For developing economies with large farming populations, data on the full complement of 

farm household enterprise activities can provide opportunities of regional development specialists 

to analyze the potential breadth of farm-generated development pivots.  

Keywords:, off-farm businesses, farm microdata, entrepreneurship, rural resilience. 

1. Introduction

provide additional armers 

employment and growth opportunities for their rural economies. 

family enterprise 

farm enterprise

In section

farm 

entrepreneurs Second, from the perspective of the local economy, off-farm business 

income represents profit income derived from these FPEs marshaling local resources in producing 

nonfarm goods and services, without which they may have been imported or not available at all.  
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 of 

, nonfarm value added , and employment

2. View from the Farm Gate: Characteristics of U.S. and Canadian FPEs

Statistics on the incidences of farm and nonfarm portfolio entrepreneurship are uneven, 

ranging from 12 percent of all small businesses in England to 27 percent of Finnish farm 

households (Carter and Ram, 2003; Mikko Vesala, et al., 2007).  Although ARMS collects data on 

off-farm business income annually, the data necessary for estimating farmer-operated off-farm 

business contributions to their local economy exist only for the years 2006-2012.  For these years, 

FPEs reported the industrial sectors to which their businesses belonged, profit income, and how 

many workers their businesses employed.  For the Canadian case, data on off-farm business income 

from the FFS was collected every two years prior to 1995 and continuously only for 2006-2011.   

FPEs represent a relatively small, enduring segment of all farm 

households .  Vogel (2012) 

found that most of these farm families operated nonfarm businesses out of necessity, a small 

segment as part of family-enterprise growth and wealth generation strategies, and an even smaller 

portion as part of a transitional pathway into and out of farming.  Compared to other types of small 

business entrepreneurs, farm and nonfarm portfolio entrepreneurs are more likely to rank their 

ability to organize resources and spot new opportunities as a greatest strength, more likely 

motivated by wealth creation, and to have invested more capital from both internal and external 

sources in their businesses (Westhead, et al., 2005).
2
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of all small businesses – including farmers, UK 
(Carter & Ram, 2003)

Upper Bound: FPEs’ share of  all farmers, 
Finland (Vesala et al., 2007)

US FPEs
Canadian FPEs

Source: USDA, ERS, ARMS, 1996-2011; Statistics Canada, FFS, 2006-2011.

Figure 1.  Incidence of Canadian and US farm portfolio 
entrepreneurship, 1996-2011

In 2007, 395,583 U.S. farm households earned US $21.6 billion US off-farm business income 

and 39,243 Canadian farmers similarly earned CA $2.1 billion (Table 1).
3
 The incidences of

portfolio entrepreneurship by farm sales class among all U.S. and Canadian farm households also 

lie in the established range in Figure 1, suggesting that the human capital skills unique to farm 

portfolio entrepreneurship are universal and not directly linked to farm size.
4

The distribution of farms across farm sales classes is different in the U.S. and in Canada – in 

2007, the USDA ARMS survey reported that 58% of U.S. farms had sales under $10,000 whereas 

the Canadian 2006 Census of Agriculture showed that only 22% of Canadian farms had sales under 

$10,000. Thus, with a similar incidence of portfolio entrepreneurship in each sales class (Table 1), 

we find a much larger share of FPEs operating small farms in the U.S., compared to Canada.  In 

2007, 82 percent of U.S. FPEs were small farms with gross sales of less than $50,000, whereas only 

48 percent of Canadian FPEs were classified as such.  Medium-sized farms with sales between 

$50,000 and $249,999, and large farms with $250,000 or more in sales accounted for 52 percent of 

Canadian FPEs versus 21 percent of U.S. FPEs.   
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Farm Sales Class*

Less than 

$50,000 

$50,000 up to 

$249,999

$250,000 

or more 
All

United States

 325,617  41,864  28,102  395,583

 82.3  10.6  7.1  100.0

 19.5 14.8 13.7 18.4

 Number of farm portfolio entrepreneurs 

 Percent

    Percent of all farms

 Off-Farm business income (US $ millions)  17,028.0  3,053.3  1,538.0  21,618.9

 Percent  78.8 14.1 7.1 100.0

Canada 

 Number of farm portfolio entrepreneurs 19,008 12,450 7,785 39,243

 Percent 48.5 31.7 19.8 100.0

16.0 17.4 20.0 17.1    Percent of all farms

 Canada  (CA $ millions) 1,091.0 600.7 427.8 2,119.9

 Percent 51.5 28.3 20.2 100.0

*Farm sales classes were demarcated in U.S. dollars for U.S. FPE’s and Canadian dollars for Canadian FPE’s

(2007 exchange rate: 1 USD = 1.07 CAD).

Sources: U.S. Department of Agriculture,Economic Research Service, 2007 Agricultural Resource Management

Survey;  Statistics Canada, 2007 Farm Financial Survey, and 2006 Census of Agriculture.

Table 1.  Number of U.S. and Canadian FPEs and their off-farm business income, 2007
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Figure 2. Population Densities of Nonmetropolitan Counties by Type*
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*2007 U.S. data excludes Alaska and Hawaii; 2006 Canadian data excludes the Northern Territories.
Sources: U.S. – USDA, Economic Research Service (2003 Beale county codes); U.S. Dept of 
Commerce, Bureau of the Census (2010).  Canada – Statistics Canada., Census of Population, 2006

3. View from the local economy: economywide contributions of off-farm

businesses

FPE contribute to their communities’ stocks of social and entrepreneurial capital.  Our use 

of farm micro quantifying the measureable economic impacts of 

their off-farm businesses.   

The 2007 ARMS data allow us to distinguish between two types of FPEs based on whether or 

not they employ part-time or full-time workers.  Off-farm businesses with no employees classified 

as sole proprietorships are referred to as “survival entrepreneurs” who may face few off-farm 

employment opportunities or possess limited financial or physical resources for farm enterprise 

growth. Off-farm businesses with employees are referred to as “growth entrepreneurs” contributing 

to a community’s dynamic process of wealth generation (Markley and Low, 2012).    

3.1. Industry Data and Methodology 
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3.2. Results 

The summary measure of FPEs’ contributions to their communities’ well-being is value-added 

income, defined as the sum of labor and capital income plus indirect business taxes generated by 

their off-farm businesses.  In addition to the value-added income generated by the farm operation, 

in 2007 off-farm businesses in the U.S. generated an estimated $111.6 billion in sales of goods and 

services, which resulted in an additional contribution of $54.6 billion to their communities’ gross 

county products (Table 2).  

$12.1 billion in sales

.  The nonfarm businesses of FPEs 
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employer establishments 

How important are U.S. and Canadian jobs directly tied to FPE off-farm businesses to the 

rural economy?  In both countries, the share of local employment linked to these nonfarm 

businesses is higher in rural counties that are further from an urban core.  

For both countries, service sector businesses appear to generate the largest economic footprint 

in their local communities, accounting for about 55 percent of total value-added and labor income 

and the largest shares of employment linked to these businesses (Table 2).  This outcome reflects 

the overall pattern of service sector enterprises driving the industrial composition of the two 

countries’ rural and national economies.   

Table 2. Contribution of FPEs to the off-farm economy 

Item
All industrial 

sectors

Agriculture, 

forestry, 

and fishing

Construction 

and manufac-

turing

Infrastructure 

(utilities, 

wholesale 

trade, and 

transport)

Services

Unclassified 

proprietorships 

(with no 

employees)

21,619 7.9 18.2 7.3 53.5 13.0

111,615 6.0 28.7 8.6 44.1 12.6

54,649 5.1 21.5 10.5 56.9 6.1

19,723 3.2 28.5 10.8 57.4  – 

853,129 12.5 21.4 17.7 48.4  – 

2,120 7.9 18.2 7.3 53.5 13.0

12,123 7.7 30.1 6.4 44.3 11.5

5,501 5.3 21.4 8.1 54.9 10.2

2,860 4.8 25.4 8.6 61.2  – 

United States

Off-farm business income (US $ milliions)

Sales  (US $ milliions)

Value added Income (US $ milliions)

Labor Income (US $ milliions)

Jobs (number) 

Canada

Off-farm business income (Can $ millions)

Sales  (Can $ millions)

Value added Income  (Can $ millions)

Labor Income  (Can $ millions)

Jobs (Number) 68,194 9.8 19.4 7.2 63.6  – 

Industrial sector:

Percent of total distributed across all categories

Percent of total distributed across all categories
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Figure 3.  Percent of  total county labor force employed  directly by farm 
household operated off-farm businesses by type of county*

0.18

0.97

1.58

2.31

0.16

1.00

2.99

4.25

0

1

2

3

4

5

Metro Urbanized
Nonmetro

Nonurbanized
Nonmetro

Totally Rural

P
e

rc
e

n
t 

o
f 

la
b

o
r 

fo
rc

e

Type of County

Canada (2006) United States (2007)

*2007 U.S. data excludes Alaska and Hawaii; 2006 Canadian data excludes the Northern Territories.
Sources: United States – U.S. Department of Agriculture, Economic Research Service (2003 Beale 
county codes); U.S. Department of Commerce, Bureau of the Census (2010).  Canada – Statistics 
Canada., Census of Population, 2006

4. Conclusion

FPEs represent a small, but enduring segment of farm households in the U.S. and Canada, but 

agricultural economists or community development specialists have not recognized their 

importance to the rural economy.  We found that for both the U.S. and Canada the share of local 

employment linked to these off-farm businesses is higher for rural counties that are more distant 

from an urban core.  In these rural areas with limited resources, local communities increasingly rely 

on the FPEs as place-based contributors to its economic resilience.  We found that the smaller 

shares of nonfarm employment supported by FPEs in Canadian rural counties relative to the U.S. 

were accounted for low population densities resulting further in thin markets and limited nonfarm 

entrepreneurial opportunities.  

Rural development specialists working with agricultural statistics confront the tension 

between collecting data for the purposes of measuring farm sector performance versus that of 

assessing farm household well-being. 
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