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There are numerous reasons why a farm may want to expand including the following: reduce per-unit
costs, improve profit margins, improve asset utilization, bring in new family members, invest retained
earnings, and more fully utilize the skills of key managers (Boehlje and Langemeier, 2016). In general,
larger businesses have lower per-unit costs, higher profit margins, and are able to more fully utilize assets
such as machinery and buildings, which improves their asset turnover ratio. Larger businesses also tend
to retain more money in the business. Langemeier and Mintert (2023) noted that farm operators that
expect to grow are relatively more optimistic about current and future prospects for production agriculture
than operators who expect their farm’s size to remain unchanged or decline. In addition to these factors,
farm growth may also be influenced by farm goals and characteristics.

A recent survey of 400 U.S. producers was conducted in late February 2025 to assess individual farm
goals, producer sentiment, farm growth, succession plans, sustainability and risk preferences, resilience,
and adoption of conservation practices. A previous article focused on farm goals and their tradeoffs
(Langemeier, 2025). This article focuses on the relationship between farm growth, farm goals, producer
sentiment, and farm characteristics.

Survey Results Pertaining to Farm Growth

Survey respondents were asked what annual growth rate they expected for their farm over the next five
years. The results for this question can be found in Figure 1. Approximately 50% of the survey
respondents said that their farm either had “no plans to grow” (40%) or “plan to exit or retire (10%).
Respondents who expect their farm to grow “less than 5% annually” or “from 5 to 10% annually”
represented 14% and 22% of the total respondents, respectively. The percentage of respondents who
expect their farm to grow 10% or more represented approximately 13% of the respondents. A farm that
expects to grow 10% every year would double in size every 7 years.
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Figure 1. What Is the Planned Annual Growth Rate You Have for
Your Farm Over the Next 5 Years?
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Farm Growth and Farm Goals

Table 1 presents the correlations between farm growth and each farm goal. Statistical significance is
indicated by asterisks. Unlike all other farm goals; farm growth was significant and negatively related to
the farm debt goal. This goal was worded as follows: reduce farm debt over time. The negative
relationship between farm growth and reduction in debt suggests that those that want to reduce debt
realize that doing so is going to limit their ability to expand their operation. We would like to make two
additional points about this relationship. First, it is important to point out that reducing leverage often
results in a reduction in both risk and expected net returns. Conversely, increasing leverage increases
both risk and expected net returns. Thus, lower leverage levels are often related to the risk aversion of
the farm operators. Second, operators in the same operation may think differently about this goal. Let’s
assume that a farm is managed by a younger operator and an older operator (e.g., father and son). The
younger operator may want to borrow money so that the farm can expand more rapidly while the older
operator is worried about the risk associated with borrowing more money. Multigenerational operations
have to navigate these different preferences.

Table 1. Correlation between Farm Growth and Farm Goals

Farm
Question Growth
Stable Income -0.010
Conservation 0.005
Profit -0.011
Farm Transfer 0.045
Farm Debt -0.080*
Note: significance lewvels: p < .01 *** p<.05"**;, p<0.1"™ farmdocpairy
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Farm Growth and Producer Sentiment

Table 2 presents the relationship between farm growth and three producer sentiment indices: Index of
Current Conditions (ICC), Index of Future Expectations (IFE), and the Ag Economy Barometer (AEB).
Farm growth was positive and significantly related to ICC, IFE, and AEB. Thus, farm operations that
expect to expand more rapidly are more optimistic. These results are consistent with the findings by
Langemeier and Mintert (2023). Optimism is likely related to a farm’s financial prospects and whether a
farm plans on adding at least one family member to the operation in the next few years. The later point
will be discussed further below.

Table 2. Correlation between Farm Growth and Producer Sentiment

Farm
Question Growth
Index of Current Conditions 0.107***
Index of Future Expecations 0.066*
Ag Economy Barometer 0.097**
Note: significance levels: p < .01 ***; p<.05"**; p<0.1"™ farmdocpairy

Farm Growth and Farm Characteristics

Correlations between farm growth and selected farm characteristics are displayed in Table 3. Significant
and positive correlations were found between farm growth and the following variables: adding an
additional family member in the next 5 years, risk aversion, having a strong balance sheet, the
introduction of a new crop, and the adoption of cover crops. A significant and negative correlation was
found between farm growth and operator age. In general, we would expect farms that are planning on
adding at least one additional member to have more aggressive plans with regard to farm growth. The
correlation coefficient between farm growth and risk preferences suggests that farms that are interested
in growing are less risk averse. Farms with a strong balance sheet are in a more solid position for
expansion. Farms with more aggressive expansion plans and younger operators are more likely to adopt
new practices or technologies such as the introduction of a new crop or cover crops.
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Table 3. Correlation between Farm Growth and Farm Characteristics

Farm
Question Growth
Add Additional Family Member in Next 5 Years 0.096**
Priortization of Long-Term Sustainability Goals 0.001
Risk Preferences (lower index value; stronger risk aversion) 0.073*
Regret (lower index value; less tendency to second quess decisions) -0.026
Hawe a strong balance sheet 0.100**
Regularly assess advantages and disadvantages 0.058
Introduction of new crop 0.122%**
Adoption of no-till practices 0.003
Adoption of cover crops 0.188***
Adaptation to changing weather patterns 0.041
Farm size (total acres operated) 0.056
Education level 0.005
Operator age -0.189***
Note: significance lewels: p < .01 ***; p<.05"™*; p<0.1"™ farmdocpaiy

Conclusions

This article presents results from a recent survey pertaining to farm goals, and discusses the relationships
between farm growth, farm goals, producer sentiment, and farm characteristics. Consistent with previous
surveys, only about 50% of the sample of farms are expected to grow in the next 5 years. Of the
remaining 50%, 40% expect to remain the same size and 10% expect to reduce the size of their farm.
Farms that had a goal to reduce debt over time expected to grow at a slower pace than other farms.

Farm growth was positively related to producer sentiment, adding a family member to the operation, a
strong balance sheet, and the adoption of new practices, and negatively related to operator age.
Moreover, a willingness to take on risk was positively associated with farm growth.
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