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Figure 1 - Household Income in Pierce County: Selected Years from 1990 to 2009
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Source: Demographics.Com by SRS LLC, 2005.

One demographic trend that does not bode well for increasing demand for local foods is the educational
attainment of Pierce County residents. Higher levels of education are positively correlated with consumer
decisions to buy local foods. The proportion of the County population graduating high school or earning
post secondary degrees has been static from 1990 to 2004, and is forecast to remain so through 2009.

Local demand for Pierce County agricultural products is not limited to only Pierce County consumers. In
this regard, the greater Puget Sound region is the market for Pierce County growers and processors. The
2004 population of Pierce, King, Kitsap and Thurston counties totaled just under 3 million. Average
household income for this four county group was $72,700 in 2004. The four-county population growth
from 2004 to 2009 is expected to grow by 135,000.'"® These are indicators of near-term potential for
regional sales growth for Pierce growers if they compete for this business. A market opportunity of this
size naturally also attracts competitors in other counties to serve this growing demand.

The demographic factors show that demand growth will be greatest within the Puget Sound region, but
outside of Pierce County. This market for local agriculture products should be carefully considered by
any new or expanding grower in Pierce County.

PRODUCTIVITY INDICATORS FOR COMMERCIAL AGRICULTURE

Since the 1960s, there has been a trend toward farm consolidation in the U.S, resulting in increasing
average farm size. The Pierce County analysis shows larger traditional farms are in decline, with the
conversion of land to development uses. This section looks at productivity indicators of farms, to
evaluate if the remaining farms and new, smaller farms can be competitive.

®Demographics.Com by SRS LLC, 2005.
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A publication on business opportunities for small farms in Oregon provides useful data on gross farm
returns.'” Table 7 presents the per acre data from that publication for establishment cost, annual cost and
gross returns for relevant crops produced in Pierce County.

Table 7 must be evaluated with care. If it is assumed the direct operating expenses are 50 to 60 percent of
gross sales, the remaining margin must cover the operator’s management and risk, and land costs
(principal and interest on the mortgage or the opportunity cost represented by using the land for
agricultural production). The high opportunity cost of using land for agriculture, when its value is much
higher for development, is a serious impediment to the long run viability of farming in Pierce County.

USDA analysis for 2003 (the only year of available data at the state level) shows that farmers had an
average rate of return on assets of well under five percent. This rate of return on assets is lower in
urbanizing areas like Pierce County where farmland values are rising rapidly. In strict economic terms,
larger farms usually (but not always) have efficiency advantages over small farms. This efficiency is
usually gained by spreading the fixed costs of operation over a larger amount of production and also
utilizing equipment or other assets that save labor per unit of production.

Pierce County farmers who sell in the mass volume retail supermarket trade are competing against large
farms that account for large shares of production in most crop categories. The largest fresh vegetable
farmers in Pierce County report that their competitors are the major California produce farms and
shippers who deliver fresh produce to the Pacific Northwest. Market conditions in the major out-of-state
growing areas of California, Texas, Arizona and Florida establish the basis for the market prices paid by
local produce distributors and retailers. As one stakeholder put it, “Pierce County farmers have been
price followers, not price setters” at least in terms of selling at the national grocer level.

'” What Can I Do with My Small Farm? Oregon State University Extension Service, EC 1529, March 2001.
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Table 7 — Crop Production Costs and Returns Per Acre

Enterprise Estalél(i)s,s}tl;nent Annual Costs Gross Returns/Year
Nursery Stock : $3,000 to $20,000 $3,000 to $10,000 $10,000 to $30,000+
Flower Bulbs -- $2,000 to $9,000 $4,000 to $14,000
Fresh Vegetables -- $1,500 to $5,000 $2,000 to $7,000
Onions -- $2,500 to $3,000 $1,600 to $5,000
Wine Grapes 2 $7,000 $1,200 to $2,300 $1,800 to $4,000

Strawberries (3-year life)

$1,500 to $2,500

$2,000 to $3,500

$3,000 to $6,000

Raspberries (8 year life) ' $3,000 $1,700 to $2,800 $2,000 to $6,000
Blueberries > $5,500 $2,000 to $4,000 $2,000 to $6,000
Christmas Trees * $1,000 to $1,600 $600 to $800 $9,000 to $16,000
Grass Hay - $70 to $150 $100 to $180
Cow/Calf - $80 to $100 $70 to $200
Sheep -- $100 to $500 $275 to $650

! It often takes 1 to 3 years before return.

* There is typically no return for 3 to 4 years after establishment. Costs vary with harvest requirements.

3 There is typically no return until 6 to 8 years after planting. Most annual costs are concentrated in the last 3
years before harvest.

Note: “Annual costs” are an average per year over the production cycle. “Gross returns/year” is for the year of
harvest. The estimates represent a range under normal conditions for commercial-quality crops. They do not
include expenditures for equipment except structures for nursery production. They do not include weather-related
crop loss or extreme price swings. These values are based on sales via wholesale markets and do not represent the
higher gross receipts from direct marketing.

Source: What Can [ Do with My Small Farm?, Oregon State University Extension Service, EC 1529, March 2001,
page 5.

Pierce County farmers are almost always at a competitive disadvantage when in direct competition
against larger farms selling substantially the same product in the mass supermarket trade. However,
Pierce County farmers who produce unique crops or add value through innovations in marketing or
processing can fill market channels and reach customers where there is substantially less competition or
competitors have the same cost structure and cannot undercut the price of local producers. A unique crop
may be different from the mass produced crops in some discernable trait the consumer values, such as
freshness or the way the crop is grown, harvested or presented. A product with the desired traits is
differentiated from mainstream crops and therefore sells at a higher price which can cover the higher costs
of smaller growers in Pierce County.
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NEGATIVE IMPACTS OF OPERATING NEAR URBAN CENTERS

It has been reported in western Washington that “tensions in fringe areas contribute to the wearing down
of farmers who sometimes feel unwanted in urban areas.” '* From a recent survey of stakeholders and
comments at Alderton-McMillin Planning Board meetings it appears this attitude clearly exists among a
group of Pierce County farmers.

Interviews with farm community members and others have highlighted the serious incompatibilities
between farmers and urban dwellers. Dense urban development is close to or even surrounds many
agricultural producers. This close proximity is a serious and growing problem. Farmers tolerate the
problems for the most part, but the nuisance factor is real and cause problems for agriculture.
Recognition of the inherent incompatibilities between agriculture and close-by urbanization led to the
passage of Pierce County’s Right-to-Farm ordinance in 2001. This ordinance is important because it
gives a measure of legal protection to farmers from lawsuits when they operate in accordance with normal
and reasonable business practices.

A code enforcement officer in Pierce County who receives land use related complaints reports that in
eight years, they cannot recall a single complaint lodged by residents about farmer activity such as dust or
operating outside of normal business hours." Similarly, the Pierce County Health Department has fielded
very few complaints about agricultural activity.”’ Pierce County Sheriff’s Department officers in two
precincts also report they rarely receive calls from residents complaining about farmer activity.
Nonetheless, farmers say that they hear complaints from neighbors about odors, dust, equipment noise
from very early or late day operations, and from traffic slowdowns when farm equipment is moved on the
roads. Farmers also report continuing problems with vandalism and theft, adding farmer costs and
exacerbating conflict between farmers and urban dwellers.

SUMMARY AND CONCLUSIONS

We estimate there are 75 producers of food crops in the County who exceed an annual income of $20,000.
There are another 30-40 growers who have ornamental plant crops and 5 to 6 commercial dairies in the
County. The commercial livestock producers mostly raise beef cattle and horses but there are no accurate
estimates of how many are actually commercial producers.

Pierce County has experienced a steady decrease in both number of commercial farmers and total acreage
of land utilized for agricultural purposes. Some of the major and traditional agricultural crops and
products have declined significantly, with prime examples being raspberries, rhubarb, and milk
production. On the other hand, there remains a very diverse array of crops and livestock produced in the
County, and a few new, smaller farms have recently entered the industry. The current level of organic
production is but a small fraction of overall agricultural production in Pierce County. There are six
growers who have a total of 137.5 acres in production in the County. See Task 4 for more discussion of
this trend.

Rapidly rising land prices have harmed the farm sector in Pierce County. Farmers often choose to sell
their land and take advantage of sudden and significant upward land prices brought about by surrounding

' See A characterization of Puget Sound Agriculture: A Report to the Puget Sound Shared Strategy, by Dennis
Canty and Helena Wiley, March, 2004, page 10.

' Personal conversation with Jennifer Conners, Pierce County Planning & Land Services, October 21, 2005. Tt
should be noted that complaints about noise are handled by other staff.

20 personal conversation with Dave DeLong, Pierce County Health Department, October 24, 2005.
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development. Selling price for buildable land in Pierce County is well over two or three times its value
for agricultural use—and often much more.

One of the main advantages for Pierce County farmers is ready access to a growing urban consumer
market. Market studies, such as the recent WSU analysis cited here, reveal a growing demand for local
products, as consumers increasingly demand better access to fresh, safe foods. Population and income
growth also point to greater demand within the Pierce County and greater Puget Sound market.

Farm profit and productivity studies show that agriculture will be challenged to generate enough income
to support family farms now and into the foreseeable future. It will take very good management and a
focus on customers willing to pay premium prices for most small farms to operate profitably.
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