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Small and mid-sized farms raising animal products have great potential to contribute to 
the overall well-being of our rural communities. However, better marketing opportunities 
are needed before these benefits can be realized. 
 
Introduction 
 
While agricultural industrialization has achieved the goal of high yields and low food 
prices (Antle, 1999), there are a number of documented adverse effects on the 
economies, communities and environments of rural America. Groundbreaking work by 
Goldschmidt (1947) and others (Lobao (1990); Welsh and Lyson (2001); MacCannell 
(1988); Durrenberger and Thu (1996); Lyson, et al. (2001)) illustrates the importance of 
small to mid-sized farms to the social and economic well-being of rural communities. Of 
particular consequence appear to be the existence of an independent and 
entrepreneurial middle class of farms, such as full time owner operated family farms. 
 
Small and mid-sized farms utilizing rotational grazing and other pasture-based 
production technologies are uniquely positioned to maximize both the socio-economic 
and ecological services to rural America. Furthermore, they are well-positioned to meet 
growing consumer demand to “know where the food comes from,” for meat and dairy 
products with key consumer-requested attributes such as hormone and antibiotic free, 
ecologically and humanely produced, and “food with a farmer’s face on it.”  
 
Data from recent agricultural censuses shows that while small (< 50 acres) and large 
(>1,000 acres) farms are maintaining or even increasing their numbers, mid-sized farms 
are declining precipitously in number. In the north central region, almost ten percent of 
these farms went out of business between 1997 and 2002. A major reason is the lack of 
appropriate markets that generate sufficient profit for these farms. Many small farms 
subsist by tapping niche markets for specialty products and using face to face direct 
sales channels; mid-sized farms produce too large a volume to rely solely on these 
markets, yet sell too few units to survive on the slim margins available in commodity 
markets and contract agriculture. 
 
Expansion of the value chain concept holds great promise for mid-sized farms’ survival 
and prosperity. Defined as “a connected series of organizations, resources, and 
knowledge streams involved in the creation and delivery of value to end customers,” it 
seeks to “position organizations in the supply chain to achieve the highest levels of 
customer satisfaction and value while effectively exploiting the competencies of all 
organizations in the supply chain” (Value Chains Partners for Sustainable Agriculture, 
VCPSA, www.valuechains.org, (accessed August 2004).). It is able to deal with volumes 
appropriate to mid-sized farms, often operating on a cost-plus basis to ensure fair 
returns to all agents in the chain. Transactions are transparent and generally seen as 
between partners with shared interest and destiny rather than by each party trying to get 
the better of the deal at the expense of others. Value chains allow groups of producers 
to cooperate to achieve a scale of supply needed to utilize market opportunities while 
still maintaining their independence and flexibility. This concept has been expanded to 
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consider “values-based value chains”: transparent, long term and trust-based supply 
chain partnerships which preserve and identify the underlying values and uniqueness of 
the products. 
 
This paper will look at the current market and prospects for pasture raised animal 
products. Its intended audience includes academics, extension educators, agricultural 
professionals, non-governmental organizations and others interested in exploring and 
supporting differentiated pasture-based agriculture as an option for small and medium 
scale farms. Beginning with a definition of key terms, it uses reviews of literature and 
comments from key informants in the north central region to provide an overview of 
knowledge and experiences relative to the size and scope of the market, consumer 
demand, production efficiency, processing, distribution and marketing issues, and 
impacts on rural communities. Many cited articles are from sources other than peer-
reviewed journals; we acknowledge a lack of attention devoted to pasture-based 
agriculture in the current academic literature, and the difficulty of judging the robustness 
of results and conclusions in many of the papers and articles cited below. We include 
articles of many types in the hope that this paper will stimulate further debate and 
research on issues surrounding pasture-based agriculture both in and out of formal 
academic settings. 
 
Much of the discussion distinguishes between two paradigms of animal production: (1) 
the centralized commoditized model marked by fewer numbers of larger farms, utilizing 
animal confinement and grain based diets, often tied to large agribusiness corporations 
(via vertical integrations, contracts), selling to national and even global markets; (2) the 
decentralized non-commoditized model, marked by larger numbers of independent 
smaller farms, utilizing pasture and grass-based diets, selling to local consumers. These 
models are similar to those discussed by Conner (2004), who notes that these two 
paradigms “lie at the extreme ends of a continuum, with most if not all farms falling in 
between the two. The division into two distinct paradigms is to illustrate critical choices 
we make as to the nature of our food system,” (p.28). Patton (2002) refers to such a 
continuum as a “typology” with “ideal types” or “illustrative endpoints, rather than a 
complete and discrete” category (p.457). 
 
Definitions of Terms 
 
A number of terms have arisen in recent years to describe animal products raised by 
methods other than the now common confinement and feedlot approaches. Some of 
these terms (organic, natural, free range) have legal definitions, while others are simply 
descriptive terms used at the discretion of producers.  
 
“Natural” is often erroneously thought to mean that no sub-therapeutic antibiotics, 
hormones, etc., were used in its production. However, “a product containing no artificial 
ingredient or added color and is only minimally processed (a process which does not 
fundamentally alter the raw product) may be labeled natural. The label must explain the 

C.S. Mott Group for Sustainable Food Systems  Page 3 
Michigan State University 
East Lansing, Michigan 



The Economics of Pasture Raised Animal Products: 
Food, Markets and Community 

 

 

use of the term natural (such as - no added colorings or artificial ingredients; minimally 
processed.)” (USDA FSIS (a) accessed August 2004). 
 
“Organic” means that the production, handling and processing conforms to the USDA 
National Organic Program’s (NOP) regulations; for livestock, these regulations include 
the use of organic feed, no use of hormones or antibiotics, and access to outdoors. The 
definition of “free range” only means that birds have access to the outdoors, able to go 
outside at any time. The USDA defines this term for poultry, but not for eggs.  The 
Consumers Union considers this term to be neither meaningful nor verified. Critics claim 
that since the law defines only that outdoor access must be made available for an 
unspecified period each day, with no guarantee the bird actually goes outside at all 
(Consumers Union, accessed August 2004). 
 
The USDA Food Safety and Inspection Service (FSIS) governs the use of  some terms, 
such as: raised without added hormones, raised without antibiotics, not fed animal by-
products, free range, free roaming, grass fed, corn fed, grain fed, certified organic (by 
certifying entity) (USDA FSIS (b) accessed August 2004). In most cases, the producer 
must provide documentation to USDA demonstrating the truthfulness of the claim. 
Nonetheless, some terms are confusing. The claim “100% grass fed” (a term often used 
by farmers) implies the animal (typically a ruminant like a cow) has eaten no grain, but 
the USDA FSIS meaning of “grass fed” is not apparent. Nearly all cattle eat grass at 
some point in their lives. It is not clear how much grass (or how little grain) is needed in 
an animal’s diet for it to qualify as “grass fed.” 1 

Another category of claims includes terms the USDA deems to be “unapprovable” 
(USDA FSIS (b) accessed August 2004). These terms include: antibiotic free, hormone 
free, residue free, residue tested, naturally raised, naturally grown, drug free, chemical 
free. In some cases, such as hormone, antibiotic, drug or chemical “free”, either the 
term is too vague or no test can practically verify the absence of the substance.  Terms 
such as “raised without” or “not fed” are preferred since these claims are based on 
observable actions directly controlled by the farmer. 

“Pastured” seems to be a loose term, applied to both ruminants and non-ruminants. In 
the case of chickens, it is generally identified with birds that actually live outside, usually 
in pens that are moved around the pasture. They are able to eat grass, wild plants and 
insects as well as feed grains.  
 
Size and Scope of Market 
 
Due to the lack of precise definition of grass fed, sustainable or pastured, it is difficult to 
state the volume of production or sales of these products. What is certain, however, is 
that organic meat and dairy production have been steadily increasing. According to 
2001 USDA Economic Research Service data, there were 1,039,505 acres of certified 

                                                 
1 USDA is currently working on specific standards for grass-fed meats. 
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organic pasture in the US, an increase of 109% since 1997 and an increase of 28% 
since 2000. There were 6,949 certified livestock operations. US organic farms had 
71,216 certified mammals (cattle, swine, lambs, etc), including 48,667 dairy cows, and   
4,996,771 poultry, of which roughly two-thirds were broilers. Michigan had only 1019 
acres of organic pasture/rangeland, compared to 45,466 acres of crops. Michigan also 
had 637 certified mammals (247 dairy cows) and 53,946 poultry ( 52,335  layer hens).  
Many articles in the popular press (e.g., Doering, 2004) have stated that demand for 
organic meats is greater than supply. The Organic Trade Association (cited by Doering, 
2004) claims that organic beef, with US sales of almost $10 million, accounts for less 
than one percent but the market is growing at 30% a year. Supply of organic chicken 
has grown to meet demand more quickly than beef, due to chicken’s faster production 
time. US sales of organic chicken are currently about $46 million per year. Meats (2003 
data) comprise about 1% of organic food sales; dairy, about 13% (Organic Trade 
Association, 2004).  
 
Consumer Demand 
 
A portion of consumers are generally favorably disposed toward pasture-based 
products and many are willing to pay a premium. Pirog (2004) found that about 10% of 
consumers in a non-random sample of four Midwest regions already buy organic beef or 
dairy products. A majority was aware of perceived benefits of pasture raised products, 
and about 10% were willing to pay premiums of 30% or more for locally produced 
natural milk. Pirog’s (2004) study utilized the internet, which is likely a biased sample. A 
study by The Kerr Center (2001) found that consumers had a favorable view of “all 
natural” meat products and were willing to pay a premium for them. Pirog (2004) also 
found that the term “pasture raised” is the one most likely to be recognized and viewed 
favorable by consumers. This is in contrast to Smith et al.’s (accessed August 2004) 
discussion of a study by Food Routes (accessed October 2005),  that says the terms 
“pasture raised,” “organic,” and “grass fed” made no difference to consumers in the 
Philadelphia region, implying the need for better communication with consumers. Many 
factors may explain this difference: different regions, urban versus rural, different time 
frames of the studies, etc. 
 
People have reported a willing to pay premiums for naturally raised pork products as 
well. Armagh and Kennedy (2000), Hurley and Kliebenstein (1998) and Grannis and 
Thilmany (1999) report consumer willingness to pay premiums for pork products 
described with the terms “pasture-raised,” “environmentally sustainable” and “natural,” 
respectively. Wheatley (2001) concludes that these premiums will likely persist and be 
passed on to producers.  
 
A study by the Food Processing Center (2004) also suggests a market for locally grown 
and naturally produced meat and chicken. The results of a phone survey of four states 
(NE, MO, WI, IA) find that about 55% of respondents have purchased meat directly from 
farmers, mentioning knowing who raised it as the most important factor. Slightly less 
than half (46%) of all respondents stated they would pay a premium of at least 10% 
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over the “typical retail price” for locally produced meat.  Between one-fourth and one 
half of respondents have purchased/would purchase chicken (47%/32%), beef 
(45%/29%) and pork (34%/36%). Pastured poultry also has strong market potential. Of 
those who have purchased pastured and/or free range poultry, over 62% would pay a 
premium of 10% or greater for these items. Of those who have not purchased either, 
51% are either very or extremely interested in buying these products, preferably at a 
grocery store. About one-third (35%) of those not currently buying pastured/free range 
poultry stated they would pay a premium of 10%. 
 
These studies confirm the existence of niche markets in which seemingly significant 
segments of society are willing to pay a premium for what they consider to be premium 
products. What is not implied, however, is that the general public is willing to seek out 
these products in unfamiliar locations and change their purchase behavior even if they 
have positive perceptions. Certain products that have been able to gain entry into 
mainstream supermarkets, such as dairy, have done better than those which have not 
However, no study to date implies that people are ready to support a major shift in how 
animal products are produced and distributed. 
 
On a positive note, however, it is clear awareness of the issues is growing. Certainly, 
“process attributes” (Caswell, 1998) –how something was produced – are of increasing 
importance to consumers. This is reflected in the rapid growth of organic agriculture, as 
well as institutions of “civic agriculture” (Lyson, 2000) such as farmers markets, 
community supported agriculture farms, etc. Many observers believe that demand for 
natural or organic meat products currently outstrips supply (Kevin, 2004; Doering, 
2004), indicating potential growth once supply and distribution issues can be met. 
 
To the extent that value chains are able to facilitate the availability of pastured products 
at people’s regular shopping and eating locations, they will provide greater opportunity 
for consumers to translate these positive perceptions of embedded values into 
increased sales. Factors such as energy prices, changing technologies and government 
regulations, etc., will likely have profound (and probably favorable) impacts on prices of 
pasture-based products relative to commodity alternatives. 
 
Production Economics: Efficiency, Profitability  and Farm Viability 
 
Although large industrial-based animal farms are often touted as being more efficient, 
some evidence suggests that this may not be entirely true and is dependent on the 
animal in question and other factors such as time frame, management and location. 
Pasture-based production can achieve lower labor, waste disposal and feed costs as 
well as exploiting economies of scope. In general, pasture-based systems can provide 
alternatives for diversification and viability for many types of farms. Anecdotes from 
farmers and extension educators suggest that while row crop production requires 
intense labor input during certain periods, pasturing entails every day tasks such as: 
moving animals, fences and watering equipment; monitoring the pastures; etc. 
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Below is a discussion of these issues for hog, dairy, beef and poultry production. The 
sections on hog and dairy are much longer and more substantive; less research of this 
kind has been conducted on beef and poultry.  While the hog industry underwent rapid 
changes, the issue generated much interest among academics, policy markers, citizens, 
farmers, etc. Despite this interest, most small scale hog producers survive today by 
capturing niches for differentiated products. Dairy is currently undergoing consolidation, 
but many smaller scale operations survive. Poultry, in contrast, experienced these 
changes longer ago: it has been a “done deal,” so to speak, for some time, except for 
niche markets for pastured and other differentiated products. As for beef, cow-calf 
operations are and will likely continue to be predominantly pasture-based. 
 
 
Hogs 
Hog production has been the subject of much research and controversy, no doubt due 
to the high degree of industrialization it has experienced. On one hand, many studies 
find economies of scale in hogs at almost all levels of production. Barkema and Cook 
(1993) cite 1990 USDA data showing declining average costs as hog herd size 
increases: a 30% cost savings going from 140 to 10,000 head. Hurt cites economies of 
scale as a leading driver of industrialization in hog production. Rhodes (1995) states 
that “larger producers are winning larger market shares because they are, on average, 
more efficient than the majority of the smaller producers and because their large 
corporate organization is more conducive to continued expansion,” (p.111).  
 
Other studies bring these conclusions into doubt. Using data from the Iowa Farm 
Business Association, Duffy2 finds no economy of size advantage on operations over 
about 250 hogs. Farms in the category of 151-250 sows achieve the lowest average 
total economic cost per hundred weight of pork produced. He describes the average 
cost curves of most farm enterprises (including hogs) as being L-shaped, demonstrating 
initial economies of size that flatten out within scales achievable by mid-sized farms 
(Duffy 1998). Langemeier and Schroeder’s (1993) study of farrow-to-finish hog 
operations states that farms with less than 200 sows often have lower per unit costs 
than larger farms. They further find that production costs tend to vary more between 
farms of a given size than between farms of different sizes, and that feed costs account 
for about half of variability in costs. Mueller (1993) also finds that farm size alone is not 
a contributing factor to economic efficiency: “what is important to profitability is the 
managerial talent…regardless of the size of the hog operation,” (p.5). Barkema and 
Cook (1993) describe the factors they believe led to the industrialization of the hog 
industry: discriminating consumer tastes; technology enabling these preferences to be 
realized; and a tight market structure improving flow of information from consumer back 
to producers. They claim that consumers want more convenience and less fat. Critics 
(e.g., Wright, 2004) claim this has resulted in uniform but “bland” cuts of pork. Thu and 
Durrenberger (1998) counter that traits tailored to consumer preferences would include 
more convenient servings, not uniformity, a trait that favors easy packing. 
                                                 
2 Data and analysis provided via a personal correspondence with Michael Duffy, Professor, Department of 
Economics, Iowa State University 
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Studies by Honeyman (1991 and 1996) infer that transition to alternative hog production 
can result in lower fixed costs, lower than expected labor costs. Labor times (in 
Minnesota, VanDerPol 1999) and waste disposal costs (in Mississippi, Moore and 
Herndon, accessed August 2004) of pastured hogs can be less than under confinement 
systems. Wheatley (2001) concludes that the production cost differences between 
conventional and naturally raised pork products are negligible, but cites the costs of 
developing human capital and managerial skills as being important to the transition. 
 
Crabtree (accessed August 2004) cautions that small independent hog producers face 
discrimination from packing plants (who favor larger producers), lenders (who are more 
likely to give credit for confinement operations and production under contract) and 
research institutions (whose agendas tend to support large confinement operations). 
Welsh (1996) states that independent hog farmers receive lower prices for the same 
product than those prices received by large scale, corporately-owned facilities. Ginder 
(1998) cites small independent producers’ inability to invest in production assets as the 
prime reason for their reduced position in the industry. Industry forces favor the shift of 
using more abundant resources (family and operator labor) for more scarce ones 
(capital) (Ginder, 1998). In general, farms expand to increase income not efficiency; 
increased volume is needed to earn a living with today’s tight margins.3 
 
Thu and Durrenberger (1998) imply that large producers in the 1980s increased 
production in the face of constant consumer demand, driving the price of pork to historic 
lows and small producers, unable to maintain operations, out of business. They 
conclude that these large producers created rather than adapted to market conditions; 
their success, therefore, is not due to efficiency and adaptation.  
 
Pastured hogs can contribute to a farm’s financial well being and diversification. 
Wheatley (2001) finds that natural and organic pork products can bring a premium price 
and often have more stable pricing than the volatile conventional pork market. 
Honeyman (1991 and 1996) states that alternative pork production presents opportunity 
for beginning, part-time or risk-averse farmers because it allows for expansion with less 
investment. 
 
Dairy  
Dairy farms utilizing rotational grazing exhibit lower production costs and higher profit 
per animal than confinement operations. A study by Kriegl and Frank (2004) compares 
the economic performance of three dairy systems (management intensive rotational 
grazing (MIRG), traditional confinement and large modern confinement) over eight 
years. They find that the MIRG system has the lower costs and higher net income per 
output unit than confinement systems. Several other studies using on-farm data (Dartt 
et al., 1999; Foltz and Lang, 2001; Gloy et al., 2002) confirm that grazing dairies 
achieve higher net income per cow than conventional dairies. Ostrom and Jackson-
Smith (2000) find that the MIRG system, compared to non-intensive grazing and 
                                                 
3 Personal correspondence with Michael Duffy, Professor, Department of Economics, Iowa State University 
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confinement systems, results in lower labor, debt and investment per cow, higher net 
income, plus more vacation time and greater quality of life for farmers. MIRG users are 
more likely to be new farmers, attracted by the lower start up costs and capital needs of 
MIRG; “clearly, MIRG systems offer attractive entry opportunities for new farmers,” 
(p.9). Analyzing several studies, Johnson (2002) concludes that being the lowest cost 
dairy farm does not always mean being the most profitable: “rather than cutting all 
expenses, focus on cutting the right expenses,” (p.13) he states. Tauer and Mishra 
(2003) conclude that variable costs are fairly constant across dairy farms of all sizes 
and that small farms can be competitive under a number of milk price scenarios.  
 
The cost savings from MIRG can foster dairy farm profitability even if milk is sold 
through commodity pools. Furthermore, product differentiation can bring higher and 
more stable prices.  Organic dairy firms offer premium and consistent prices to farmers; 
they can do so because they are not tied to traditional dairy markets (Marshfield News 
Herald, 2003; Time Magazine, 2003). Currently, organic certifiers require that grazed 
forage be a significant portion of dairy cows’ diets, although grazing is only a part of the 
requirements to be certified organic. 
 
Beef  
Production of feeder cattle is still largely decentralized, independent and pasture-based; 
herd size does not appear to be an indicator of efficiency. Using Standardized 
Performance Analysis Data from the National Cattleman’s Beef Association, Lamb and 
Beshear (1998) find that while small “hobby” farms have high costs, no scale economies 
exist for cow-calf farms having between 200-500 head.  They  believe no scale 
economies are found in cow-calf production because cattle raised for slaughter are kept 
on grass as long as possible before being placed on feed because feeding represents a 
much more expensive way of adding pounds than grazing.  
 
Featherstone et al. (1997) state that increasing the size of cow-calf operations will not 
result in large cost savings. They find that most scale economies are exhausted at a 
herd size of 48 cows, which was close to the average herd size in Kansas at the time of 
the research. Much of this may be explained by economies of scope on smaller, more 
diversified farms. Production cost studies of cow-calf ranching enterprises from two 
regions in California find that both scenarios (one 300 head cow-calf, the other 200 
head cow-calf with a 30 head grass-fed finishing operation) result in negative net 
returns, although the grass-fed finishing operation, in isolation, is profitable (Larson et 
al.,2004 ; Forero et al., 2004).  Labor hours per head for pastured cow/calf operations in 
Kansas decrease as herd size increases for each 40 head interval category, from less 
than 40 to more than 120 (Fogelman and Jones, 2003).  
 
Poultry 
Given the degree of consolidation in egg and broiler production, the prospects of 
pastured poultry lie in product differentiation. One of the best examples is discussed by 
Westgren (1999), who finds that poultry producers participating in the French “Label 
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Rouge” green production and marketing system gain large premiums compared to their 
conventional counterparts.  
 
Concluding Remarks on Production Issues 
In general, pasture-based production systems entail relatively fewer animals units than 
their confinement counterparts. They face a disadvantage trying to compete in 
commodity markets, where slim margins require large volumes to earn a livable income. 
The success of these farms, therefore, depends on a combination of cost savings, price 
premiums and economies of scope.  
 
Joel Salatin, a well-known advocate and practitioner of pasture-based agriculture, 
provides a long anecdotal analysis of the benefits of his multi-species rotational grazing 
operation. Salatin (1998) contends that this system provides a long list of economic 
virtues: low start up costs, low maintenance costs, high cash flow and size-neutral profit 
potential. Compared to a row crop/confinement model, Salatin (1998) claims his 
pasturing system uses smaller, less specialized and less expensive buildings; old 
buildings can be retrofitted and barns can be used to raise multiple species at the same 
time. This system requires no specialized and expensive machinery like grain 
harvesting combines; most machinery has multiple uses, and is therefore used more 
frequently (which makes each piece “pay for itself” more readily). Variable costs like 
seed, fertilizer and fuel are also reduced when grass, not grain, is grown. Veterinary 
bills are limited due to the overall health of his animals that get ample doses of fresh 
greens, exercise, fresh air and sunshine.  Labor time and expense are low as well. The 
animals work for the farmer: the farmer need not harvest and transport forage or spread 
manure. Pigs can turn compost or till soil; chickens eat parasites of other species.  In 
general, Salatin (1998) claims to have created a system that is versatile and flexible 
enough to ride out and survive the inevitable downturns in agricultural markets and farm 
fortunes. These claims have not been subjected to academic testing and investigation; 
such a study would be a valuable addition to our knowledge of pasture-based 
agriculture. 
 
 
Processing Issues 
 
One factor that all producers must deal with is the myriad of regulations related to 
processing meats. In general, there are three types of approved facilities (Born, 2000). 
Meat butchered in USDA approved facilities can be sold anywhere in the US. Frozen 
meats must be butchered, weighed, wrapped and labeled in USDA inspected facilities. 
Products from state-inspected plants can only be sold in state and are subject to that 
state’s regulations. Uninspected or “custom” butchers can only process for the owner’s 
use and must stamp “not for sale” on each package. Many stores and restaurants are 
likely to require USDA inspection, as are liability insurers (Born, 2000). Wholesale 
accounts are usually more comfortable buying USDA inspected meats (Becker, 2000). 
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Michigan has no state inspection program; the USDA assumed inspection for meat and 
poultry in 1981 and 1971, respectively. Michigan and many other states  (see Figure 1) 
“have given up their meat or poultry inspection program. USDA assumed the inspection 
function of these plants in addition to plants already under USDA inspection. State 
inspected plants would normally qualify for federal inspection due to the "equal to" 
requirement for state inspection programs. All plants under Federal inspection are 
eligible to sell in interstate commerce,” (USDA FSIS (c), accessed August 2004). 
 

Figure 1. Map of state’s meat inspection 
programs

 
 
MacDonald et al. (2000) confirm the consolidation of meat packing facilities in the U.S. 
Brussell et al. (2000) describe an attrition of processing facilities that are licensed to 
process meat for resale (Type 1). Constraints to increasing business included lack of 
supply, trained labor, and funds for upgrade investment. Also cited was the cost 
(increased paperwork and logs, facility changes) of compliance with HACCP (Hazard 
Analysis and Critical Control Point Program) regulations. These regulations seem to hit 
smaller firms harder (Brussell et al., 2000). Antle’s (2000) analysis confirms that the cost 
of safety regulation is higher for the smallest firms, and that such regulations may not be 
cost effective at all. Some processors eschew the hassles and costs of USDA 
certification, finding that custom work pay the bills without the headaches, leaving 
producers with fewer options. Tropp et al. (2004) outline additional difficulties faced by 
smaller meat processors trying to supply the increasingly consolidated retail industry: 
large volume requirements, loss of regional identity among retailers, retail buyers’ 
inflexibility, slotting fees, and expectation of high degree of product preparation. 
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Producers of pasture raised beef face a particular problem in the face of concerns over 
Bovine Spongiform Encephalopathy (BSE, or “Mad Cow” disease). Pastured beef cattle 
put on weight at a slower rate than grain-fed animals, often exceeding 30 months of age 
at slaughter. The USDA has determined “skull, brain, trigeminal ganglia, eyes, vertebral 
column, spinal cord and dorsal root ganglia of cattle 30 months of age or older… are 
specified risk materials,” (USDA FSIS (d), accessed August 2004) so particular care 
(saws dedicated strictly to older cattle, or isolation followed by sanitation) must be made 
when splitting the carcass. Any error is cause for shutting down and sterilizing the 
production line, causing costly delays. Older cattle are therefore less desirable and 
valuable; farmers can be held financially responsible for processor’s losses if older 
animals are mistakenly slaughtered without needed precautions. 
 
Wisconsin’s Center for Integrated Agricultural Systems (CIAS) identifies finding off-farm 
or establishing on-farm butchering services as the biggest obstacle to pastured poultry. 
Producers often have to sift through a myriad of regulations to find what is applicable to 
them. Two types of exemptions exist for poultry producers, permitting slaughter of up to 
20,000 birds annually (Hipp, 2001).  Given the scarcity of processors (Brussell et al., 
2000) that will deal with small volumes and the stress of moving animals around, the 
use of mobile processing plants is becoming of increased interest, especially for poultry. 
They often charge per bird fees plus mileage. The cost is often such that it is feasible for 
several small producers to buy together (North Central Region SARE, 1999). 
 
Osborne and Bingen relate Michigan organic farmers’ difficulties in finding adequate 
local processing services: “all we have are big processing plants that don’t serve the 
needs of many growers,” (p.11). Organic meats and poultry must be processed in 
Federal slaughter plants that are certified organic (Smith et al., accessed August 2004).  
 
Anecdotes from farmers and extension educators suggest that producers must 
schedule slaughter at least six weeks and as long as a year in advance. For small 
producers, competition with deer hunters for custom butchering services is a particular 
obstacle, given that hunting and the end of the production seasons overlap. 
 
Marketing and Distribution: 
 
Under vertical integration (ownership integration and contract integration), little or no 
marketing is done by producers. Under ownership integration, agribusiness firms like 
meat packers actually own and operate the farms. Farmers are employees of the firm. 
Under contracts, the farmer is independent of the processor and he or she usually 
supplies the labor, buildings, etc., while the agribusiness firm owns the animals, feed 
and other inputs. Much of the poultry egg and pork production is done under one of 
these arrangements (Martinez and Reed, 1996). Beef production is marked by distinct 
live stages: cow-calf, stocker and feeder (Hinrichs and Welsh, 2003). The first two 
stages are usually done by independent operators, who sell cattle to the highly 
concentrated feeder sector, who bring the animal up to slaughter weight. Fluid milk is 
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usually sold under a marketing contract, where the cows are owned and production is 
managed by the farmer (Hinrichs and Welsh, 2003).  
 
The remaining animal products are currently marketed through two broad channels, the 
commodity (conventional) and alternative (niche) channels. Under the commodity 
channel, the farmer operates as a “price taker”: he or she sells the animal at the going 
rate, and has little or no influence on the price. The product is not differentiated from 
others in the mass market. According to Earles and Fanatico (2000), about half of the 
value of (commodity) beef is added after it leaves the farmer’s hands. They state that 
the marketing system, geared toward large, uniform lots, is not well-suited for smaller 
producers operating on individual bases. Niche marketing, usually involving some sort 
of direct market channel, comprises a tiny fraction of meat, dairy and egg sales. 
 
The alternative or niche market strategy, while offering greater promise to small 
growers, poses difficulties as well. Born states that, like vegetables, directly marketing 
meat and animal products is difficult due to their high perishability; the long time lag 
involved with animal production (up to four years for beef) adds further difficulty, 
precluding rapid changes in product mix. Furthermore, consumers buying meat in bulk 
directly from producers often want lower prices, and producers bear the extra costs of 
order processing, delivery, etc. (Born, 2000).  These and other services usually 
provided by “middle men” often add to the farmers’ workload and force them to work in 
areas they may find unfamiliar or uncomfortable. Finding slaughter and processing 
facilities that keep the individual farm’s meats separate and are willing to deal with small 
volumes poses another challenge (Born, 2000; Brussell et al.). Finally, saturation of the 
market can occur quickly: the easy customers are quickly located and their freezers 
soon fill up. Reaching and selling to consumers beyond this point takes a great deal of 
skill and effort (Born). 
 
Eliminating the middle man can, of course, increase the price that the farmer gets for 
the product. Offering direct market sales can be either the core of the farm’s marketing 
strategies, or a supplementary source of income (Born, 2000). Grazing a mix of different 
animals can more efficiently use pasture resources (Born, 2000). Mikel (1998) lists a 
number of “infrastructure” requirements (processing capabilities, distribution avenues, 
market segments, cooperative arrangements, cash flow requirement), as well as 
personality traits (being a willing salesperson; ability to direct employees, handle 
rejection and deal with regulators) necessary for direct sales.  
 
Klober (1998) reports that direct sales from farmers to restaurants can also be difficult. 
However, a survey of representatives from restaurant and food service firms in Texas 
(Tropp et al. 2004) lends many insights on how smaller scale meat producers can 
compete in this market. The chief competitive advantage smaller local processors have 
includes their proximity to the food service firms and ability to deliver fresher product 
and deliver more quickly. This advantage is especially important in securing accounts 
with independent (non-chain) firms, who tend to value freshness and quality more than 
chain restaurants (Tropp et al. 2004). Product quality, another possible selling point for 
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the small processor, ranks as the highest criterion for purchase decision making for both 
chain and non-chain firms.  Non-chain firms, however, tend to value local products more 
highly, and require smaller quantities of free samples and shorter times to carry out 
internal and consumer tests on new meat items. It is important, Tropp et al. (2004) 
conclude, for small processors to demonstrate their ability and willingness to exceed 
buyer expectations of customer service, manage inventory, and customize the timing of 
deliveries and phone calls to meet customer preferences. 
 
The preferred market channel seems to vary by product type. About 80% of the 
American Pastured Poultry Producers Association members cited direct marketing as 
their top sales method (APPA, accessed June 2004).  Pirog (2004) found that a 
significant portion of consumers, especially those from rural areas, are interested in 
direct delivery of local dairy products. However, Dmitri and Richman (2002) find that 
72% of natural livestock producers market through wholesalers, 8% through retailers 
and 20% through other channels. The challenges, they state, include gaining market 
access, obtaining price information and maintaining product uniqueness through 
labeling. Wheatley (2001) finds that price information is a major difficulty for natural pork 
producers. He cites other obstacles as well: producers linking with natural food 
distributors, mass market retailers’ inability to buy natural foods from their regular 
supplie, the costs of building new relationships between agents and different 
expectations regarding levels of service. Grannis and Thilmany (2002) identify problems 
facing natural pork producers, from getting product onto grocery shelves to quality 
signaling; a natural meats section on grocery stores would address these issues. Dmitri 
and Richman (2002) report that organic foods’ availability in regular supermarkets is an 
important criterion for consumer purchase. 
 
Clearly, direct marketing has limited potential, especially for mid-sized farms; few 
consumers are likely to go out of their way to seek and buy products from these 
channels, and they require a great deal of marketing effort from the producer. Contract 
and spot markets also present dismal prospects for small and medium farms. Another 
alternative, such as the values-based value chain, is called for. What sorts of alternative 
models already exist and what can we learn from them? 
 
One model that bears watching is the use of private label brands. Private labels often 
pay premium prices (compared to the commodity or contract market) for products; 
Niman Ranch, for example, pays a premium for hogs raised by certain standards, 
including no antibiotics or growth promoters, no animal products in feed, and 
compliance with animal husbandry standards (access to bedding, no gestation crates) 
certified by the Animal Welfare Institute. Niman Ranch puts great effort into marketing 
the “ends” of  hogs (e.g., shoulders, bacon) and getting a premium price that can be 
passed on to producers. Each animal is tagged to preserve its identity throughout the 
supply chain. They work with over 300 family farmers to sell pork, beef and lamb 4. 
Another private label in North American is Du Breton Farms from Quebec. 

 
4 Information about Niman Ranch comes from their website, www.nimanranch.com, and from personal 
correspondence with one of their Michigan representatives, Andrew Pachay. 

C.S. Mott Group for Sustainable Food Systems  Page 14 
Michigan State University 
East Lansing, Michigan 



The Economics of Pasture Raised Animal Products: 
Food, Markets and Community 

 

 

                                                

 
Other models include cooperatives or other farmer-led organizations. The most 
prominent example is Organic Valley, which sells organic dairy, meat and produce 
nationwide. 5 Oregon Country Beef is a cooperative of that sells natural beef products 
through partnerships with natural foods grocers and restaurants.6 Patchwork of Family 
Farms in Missouri sells pastured pork products from 15 family farms. 7 
 
Without an abundance of functioning value chains to evaluate, it is difficult to provide 
much detail concerning lessons learned about how these mechanisms work, what has 
led to successes or failures, what areas pose the greatest opportunities or threats, etc. 
Much of what is known comes from similar initiatives in Europe and their use of so-
called alternative or short food supply chains. Marsden et al. (2000) say that the 
literature is large but fragmented and untheorized.  
 
These short or alternative supply chains have arisen in part to address the 
shortcomings of the “productivist” rural development paradigm which is based on 
commodity production. Verhaegen and Van Huylenbroeck (2001) state that increases in 
traditionally defined productivity and efficiency will result in a reduction in agricultural 
population and diversity of available commodities, as well as environmental and fiscal 
budgetary problems. Traditional commodity production has also brought a decreasing 
percentage of the overall value of food products to farmers (Renting et al., 2003). The 
proposed solution is place-based or “endogenous” (Ilberry et al., 2004) development 
based on a new paradigm in which food products are differentiated by a food quality 
criteria, delivered by these short or alternative supply chains. This paradigm re-
establishes the farm as the central focus, exploiting economies of scope and synergy 
through new associations that create a favorable social infrastructure (Ilberry et al., 
2004). These alternative chains “short circuit” the long anonymous industrial supply 
chains by re-embedding food in a geographical and social context ((Renting et al. 
2003).). Citing results from eight empirical studies, Ploeg and Renting (2004) conclude 
that farm based rural development raises income levels on farms and in the wider 
economy. 
 
The alternative food chains (AFCs) result from active construction of networks by 
various participants: farmers, processors, wholesale, retail and consumers (Marsden et 
al. 2000). They provide and eat food that retains a great deal of information about the 
values inherent to how or where it was produced. The more embedded (socially and 
geographically) the food is, Marsden et al. (2000) argue, the more scarce 
(differentiated) and therefore the more valuable it will be in the marketplace. AFCs are 
also characterized by transparency (Renting et al. 2003) and close relationships 
(Marsden et al. 2000) between actors in the chain. The “values” information is conveyed 
by a number of ways, from face to face market channels to labels and point of purchase 
materials (Renting et al. 2003), the latter often involving a set of conventions, codes and 

 
5 http://www.organicvalley.coop/ 
6 See the case study on Oregon Country Beef at http://www.agofthemiddle.org/pubs/ocb_case.pdf 
7 http://www.patchworkfamilyfarms.org/index.html 
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mediators such as third party verifiers (Renting et al. 2003). Most AFCs are defined as 
representing either a geographic area, biophysical production method (e.g., organic, 
free range, etc.) or a hybrid of the two (Renting et al. 2003). They address consumers’ 
desire for “good food” (Sage, 2002): authentic; derivative of a certain place or process; 
produced with regard to sustainability, naturalness and animal welfare; nutritious and 
good to eat.  
 
Renting et al. (2003) state that AFCs are particularly well-suited to (and most commonly 
used by) mid-sized farms: some minimum level of production is needed for viability and 
to afford investment, but large volumes are usually at odds with the chains’ processing 
and marketing structures. Van Donkersgoed (accessed 2004) touts the degree of 
partnership, how farmers are truly involved in decision making, as well as the trust and 
the way value chains “apply market knowledge to develop storied food that brings 
consumers back, again and again.”  Whatmore et al. (2003) define them as “food 
markets that redistribute value through the network against the logic of bulk commodity 
production; that reconvene ‘trust’ between food producers and consumers; and that 
articulate new forms of political association and market governance” (p.389). 
 
Verhaegen and Van Huylenbroeck (2001) discuss the costs and benefits these AFCs 
bring to farms. In a study of six AFCs in Belgium they found that farm revenues 
increased as prices and margins improved while quantities sold held steady. Another 
benefit was a decrease in uncertainty, as the chains offered guaranteed prices that 
reflected production costs.  
 
The costs to farms using AFCs are more varied and harder to quantify. Verhaegen and 
Van Huylenbroeck (2001) break down costs into two main categories: direct and 
transaction costs. Direct costs are incurred if farms must change their biophysical 
practices; those already using these methods incur no new costs. Other direct costs 
include getting the product to market. These were roughly unchanged in Verhaegen and 
Van Huylenbroeck’s (2001) study. Transaction costs are inherent to setting up a new 
market. These costs must be paid for by someone, although farmers tend to only 
recognize private transaction costs and base their decision to participate by comparing 
these with the benefits. Chain wide transaction costs were either paid for by increasing 
the final consumer price, or by charging participation fees.  
 
Transaction costs include information, negotiation and control costs. These were often 
covered by a membership fee or capital contributions by farms. AFCs were generally 
able to acquire and disseminate information about market condition in an efficient way, 
and prevent free riding on this information by restricting access. Negotiation costs, 
including the time spent at meetings, were often overlooked by the farmers; farmers 
who were able to substitute low cost hired farm labor for their own production labor (to 
attend meetings) were able to minimize these costs. Control costs included actions to 
protect the brand, restrict participation in the chain, or verification of compliance with 
standards i.e., (to detect and sanction rule breakers).  
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Overall, Verhaegen and Van Huylenbroeck (2001) found that AFCs were successful in: 
• increasing farmers’ margins 
• decreasing price risk 
• promoting innovations 
• investing in acquiring specific 

knowledge, assets and skills 

• bundling capacities and 
resources  

• ensuring quality 
• creating market incentives for 

sustainability. 
 
AFCs role in quality control is echoed by Marsden et al. (2000) , who quote an actor in 
one chain as citing a direct relationship between the quality of actor relationships and 
the quality of product.  
 
Several studies mention caveats and threats. Caveats include possible lack of demand 
for these products and lack of institutional support (Renting et al. 2003), the small size 
and numbers of producers, restrictive regulations, shortfall of key intermediaries 
(especially processors) and poor rural infrastructure (Ilberry et al., 2004). Renting et al. 
(2003)  note that consumers often have contradictory preferences for 
quality/naturalness and convenience/low price. Other threats include: appropriation by 
agribusiness and the threat of downward pressure on prices and dilution of standards; 
competition from inferior products with similar characteristics (Renting et al. 2003). 
Murdoch et al. (2000) warn that AFCs may be doomed to niche status if they ignore the 
commercial (price and commercial quality) and industrial (efficiency and reliability) 
conventions of production networks. Over-emphasis on spatial proximity “can lead to 
‘fetishing’ of localness and a downplaying of more universal factors which are necessary 
for the acquisition of competitive advantage” (Murdoch et al.(2000)  p.117) and “all too 
easily fall out of favor with health conscious and ecologically concerned consumers” 
(p.119). 
 
Westgren (1999) gives a detailed picture of the operations of one successful channel, 
the Label Rouge for poultry products in France. The business activity is organized by a 
quality group (heretofore, “group”), which is typically a collection of producers, perhaps 
associated with hatcheries, feed mills, abattoirs, etc. The group must first apply to the 
CNLC, the national commission of labels and quality certifications, by submitting  a 
“cahier des charges”, a business plan that details every step of the proposed supply 
chain. In it, the group designates an “organisme certifacateur” (OC) which oversees the 
group’s quality and safety performance. A government agency COFRAC accredits the 
certifier (OC) which certifies the group (presumably for a fee). COFRAC has the right to 
close down any OC that does not adequately perform its duties. If the CNLC finds the 
cahier complete, it permits the use of the Label on specific products within specific 
regions. Once established and accredited, the group becomes a member of SYNALAF, 
the national syndicate of poultry labels, and is required to provide money that funds 
promotion of and education about Label products. 
 
Hatcheries, grain mills, farmers and processors are associated into “filieres”, strategic 
and operational alliances (Westgren, 1999). The quality group is at the center of the 
filieres. These filieres may be marked by tight affiliations like ownership of upstream or 
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downstream assets, or loose ones like shared decision making between links in the 
chain or simple contractual agreements.  
 
When one party in a filiere fails to uphold the required quality and food safety standards, 
the birds are not able to be sold with the Label. This results in a significant loss of price 
premium, for which the offending party must often compensate other filiere members. 
This results in strong internal controls along the supply chain, covering traceability, 
capacity and codified production practices (Westgren (1999). 
 
Murdoch et al. (2000) offer keys to another success story, which began as an organic 
farm in Wales, expanded into the on-farm processing of yogurt, opened a farm shop, 
then established a supply relationship with a large supermarket. As sales expanded this 
firm increased plant capacity, increased the number of products offered and began 
sourcing local milk. Today, it distributes products throughout the UK through several 
large distributors and supermarket chains. Murdoch et al. (2000) identify four keys to 
success: quality product, commitment to upgrade and expand production, a strong 
brand image, high public stature of the product. This strategy of combining values-
based with commercial and industrial qualities resulted in growth of the market for 
quality organic yogurt and successful penetration into broader markets (Murdoch et al., 
2000).  
 
Community Impacts 
 
As the number of farms and farmers have decreased, small towns in the north central 
region and throughout the nation have experienced a decrease in commercial activities,  
lower revenues for input suppliers and output buyers, diminished service and retail 
sectors, (Heady, 1975; Ginder et al., 1985) leading to “decaying rural communities” 
(Heady, 1975, p.7). Community well-being also suffers, through deterioration of social 
life, loss of young leaders, and declining tax revenues for schools and health and social 
services due to the loss of farms and farm families (Heffernan and Heffernan, 1986). 
Individuals have suffered from greater depression, substance abuse, mental illness and 
an increased reliance on food stamps, Medicaid, etc.(Heffernan and Heffernan, 1986).  
 
Research has identified impacts of farm and business structure on communities. Ikerd 
(1994) argues that independently owned hog farms make greater contributions to rural 
economic development than contract farms. Small and mid-sized farms often contribute 
more to local economies and communities than larger farms. Chism and Levins (1994) 
find that smaller livestock farms buy more of their inputs locally, as do Abeles-Allison 
and Connor (1990), and Foltz et al. (2002). Other studies (Lawrence et al. (1997), 
Marousek, 1979)) find that smaller farms are more likely to buy locally. In a notable 
exception, Korsching (1984), found that all sizes of farms spend the majority of money 
in the farms’ small local trading area. This study, from three Iowa watersheds using 
1977-1979 farm data, notes that the family farm was the “predominant farm 
organization,” (p.238). Foltz and Zeuli (2004) also found no relationship between farm 
size and purchase patterns; they state that local supply of needed goods and farmers’ 
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attachment to community are more important determinants than farm size. This may 
indicate that the growth of an existing farm would provide greater local economic impact 
than an imported farm of the same scale. 
 
One possible explanation for the inverse relationship between farm size and local 
purchases is as follows. Farms face a choice between buying relatively small amounts 
at slightly higher costs from local suppliers versus buying large volumes wholesale or 
factory direct,. It becomes a tradeoff between travel costs and volume discounts. For a 
smaller farm with a smaller purchase, the cost of transport from distant suppliers can 
not be justified by the small per unit discount, as this single buyer bears all of the 
transport costs; the cost is especially high when the order is a fraction of a truck’s 
capacity. (The unit cost of transport is higher for a half-full truck than a full one). Buying 
from a local supplier, who gains the quantity discount by buying in bulk but spreads the 
trucking cost over several small orders, makes sense for smaller farms. In contrast, 
large farms with large orders, can justify the transport cost because they are receiving 
the volume discount on a large number of units. While this explanation is plausible, it 
needs testing through more research to verify this and other reasons for the link 
between farm size and local purchases. 
 
The notion that locally owned and operated farms and entrepreneurial middle classes 
are an indicator of healthy communities may be explained as follows. Corporations 
typically locate in a given area for one reason: because they believe this is where they 
will achieve maximum profits. Their duty, therefore, is to typically pay the lowest wages 
that attract an adequate labor supply and use whatever production methods result in 
highest profit, regardless of environmental or social impact. Officers that do otherwise 
risk being fired or even sued by shareholders for failure to uphold their fiduciary 
responsibilities. Often the decision makers for such firms live far way from the impacts 
of their business. In contrast, family farmers, for example, generally have deep ties to 
the community. Often they have lived in an area for many generations, have relied on 
informal networks of reciprocity and feel a shared destiny with the area and their 
neighbors. Furthermore, while corporate earnings go to investors often living far away, 
profits from family farms and locally-owned businesses largely stay in the community, 
are spent in local retail shops and invested in local banks. While these depictions of 
heedless corporation and the altruistic family farmers are stereotypes or typologies, they 
do present possible explanations that should be researched further. 
 
DeLind (1998) tells the story of large confinement hog farm in rural Michigan. It was 
established with a promise of providing jobs and buying locally grown corn, DeLind 
(1998) says, but filled these needs from out of state sources while driving out 
established local businesses and causing a collapse of property values. Similarly, Ikerd 
(1998) finds that large scale investment in industrialized hog operations displaces about 
three times as many jobs as it creates. 
 
The relationship between farm size and structure, and rural community well-being, has 
been explored since Goldschmidt’s (1947) famous findings: communities with fewer, 
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smaller operator-owned farms score have healthier societies than otherwise similar 
towns dominated by a few large farms that rely on hired labor. Several subsequent 
studies (Lobao (1990); Welsh and Lyson (2001); MacCannell (1988); Durrenberger and 
Thu (1996); Lyson, et al. (2001)) have replicated and confirmed the “Goldschmidt 
Hypothesis.” Specifically, Welsh and Lyson (2001) find that anti-corporate farming laws 
tend to be beneficial to agriculture dependent counties. While some degree of 
industrialization is beneficial, they argue, communities suffer when industrialized farms 
dominate and crowd out less industrialized farms. Lyson et al. (2001) determine that 
while farm scale is somewhat important in determining community well-being, an 
engaged civic community and independent middle class are vital. Durrenberger and Thu 
(1996) find correlations between fewer numbers of farms and farmers (which in turn are 
determined by farm size) and community economic well-being. Calling small to mid-
sized farms the “keys to rural economic health,” (p.413), they conclude that “the 
industrialization of agriculture as expressed in the growth of large scale farms results in 
measurable declines in economic well-being,” (p.414), and that Iowa needs more 
farmers, not necessarily more hogs. MacCannell’s (1988) study of four Sun Belt states 
(TX, CA, AZ, FL) found “evidence for substantial deterioration of human communities 
and living conditions associated with new form (advanced industrial type) of agriculture” 
(p.15). MacCannell (1988) described the relationship between farm size and community 
well-being as an inverted J-curve, with community well being unchanged or slightly 
improving up to about 300 acres, then declining beyond that. He concludes that “it is in 
exactly those areas where farming is the most modern, rational and economically 
profitable that the worst general social conditions are found” (p.17). Gomez and Zhang 
(2000) use econometric modeling to show that large hog farms and the concentration of 
hog production have had negative impacts on rural communities in Illinois. Many of the 
studies that have found no such relationship (e.g., Buttel et al., 1988) were done twenty 
or more years ago, in areas such as the Northeast that are not highly dependent on 
agriculture, and/or in areas and at times when family farms were still the predominant 
agricultural unit. While the relationship between farm size and community may not hold 
at all times in all places under all circumstances, there is certainly ample evidence that 
small to mid-sized owner-operated farms, as part of an independent middle class, are a 
vital ingredient to healthy communities in rural areas. 
 
Analysis: Opportunities, Threats and Research Needs 
 
Pastured production of animals holds great opportunities for farmers, consumers and 
rural communities. The research detailed above implies pasturing is a management 
strategy that is accessible to new or transitioning farmers and can produce food that is 
priced competitively with the row crop-confinement model. Consumers support farms 
that contribute to their vision of a food system based on social, environmental and 
economic justice; these are values for which many state their willingness to pay a 
premium. Communities gain by having the entrepreneurial middle class of farms and the 
ancillary businesses they support.  
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Small farms are doing a good job at finding innovative direct marketing opportunities to 
gain a large share of the value added to meat, dairy and egg production. While there is 
still opportunity to increase demand at that level through communication with and 
education of consumers, this is a limited market. Only a relatively small percentage of 
people are likely to seek out these products at locations outside of their habitual 
shopping places.  
 
On the other hand, it is the mid-sized farms that are being squeezed out of the market. 
They have the volume to supply mainstream outlets’ latent demand, and the kind of 
values that consumers are willing to support with higher prices. It seems to be largely a 
matter of coordination, and designing and testing the proper marketing channels. 
Values-based value chains, and similar partnerships between participants in the supply 
chain that maintain the identity and communicate the values of the actors, hold 
particular promise for mid-sized farms. Creating these chains, however, is difficult: it 
requires great time and effort to line up potential participants, and negotiate 
agreements. It also requires trust to share economic date to guide the formation of 
agreements. Farmers often dislike being marketers, preferring the ease of delivering 
animals to stockyards even at lower prices. Value chains require a catalyst to initiate 
and lead the process (Agriculture and Food Council, accessed August 2004); it is 
difficult for small independent business people to do so. A coalition of public and private 
interests is needed to learn how best to create and sustain value chains, then seek, 
recognize and act upon opportunities. 
 
No such efforts can succeed without recognizing the threats. First, the true level of 
demand is unknown. Most studies use hypothetical methods to measure willingness to 
pay, probable behavior. As the saying goes, “ask a hypothetical question, get a 
hypothetical answer.” That is, what people say they will or will not do in a survey does 
not always reflect their actions in real transactions. Surveys are particularly prone to 
this. If anything, they will overestimate demand because the respondent will want to 
please the researchers, tell them what they want to hear. Demand is also constrained 
by perceptions, correct or not, that pastured meat tastes “grassy” or “gamey,” and that 
older animals’ meat is tough. 
 
The aging of the farm population and loss of farmland can be seen as a grave risk to 
our food system and food security in general. The human capital loss when farmers 
retire and sell their land is great. Land turned to pavement or buildings is difficult to turn 
back to farmland.  Loss of mid-sized farms and farmers pose a unique threat to the 
diversity and viability of our agricultural system.  
 
Until the mechanisms are actually in place and agreements between participants 
reached, one cannot guarantee that values-based value chains will work. The prices 
may be too high or the quantities too small to work. Values-based value chains involving 
multiple small to medium sized farms face many hurdles such as coordination of annual 
supply, lack of consistency of product, costs of compliance with environmental 
regulations, etc. Participants may have too much mistrust, see it as to great a risk or 
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generally dislike or be suspicious of cooperation. Critical links, particularly USDA 
licensed processors, may be missing. Farmers run the risk of ramping up production to 
meet new accounts, only to see these accounts lost or diminish as prices, consumer 
tastes or managers/buyers change.  
 
Even if successful value chains are established, they may become victims of their own 
success. They would be particularly prone to co-option and “green washing” by others 
with vast resources and great motivation to blur the distinction between products and 
offer lower priced products with lower standards that compete with value chains.  
 
Finally, any system that attempts to internalize costs and pay a fair value to all actors 
will go against our national cheap food paradigm. Like organics, health foods, etc., 
value chain foods could become one more component of our two-tiered food system: 
one for elites and one for the poor. We believe values-based value chains should 
become the dominant model, not relegated to “yuppy chow”. 
 
Many of these opportunities can be realized and threats addressed by research, 
extension and policy efforts. Foremost, more research informed by practice needs to be 
focused on values-based value chains. Topics include feasibility, logistics, governance 
and basic “how to.” More demand analysis is needed for pastured meats; studies using 
combinations of survey and experimental methods (such as those used by Loureiro et 
al.(2003) ; Conner and Christy (2004) ; and Fox et al., (1998)) would help overcome the 
“hypothetical answer” issue.  
 
Farmers need better tools to measure costs and to price their products, enterprise 
budgeting tools that account for the cross year nature of animal production, and 
decision-making tools to guide which costs (transport, processing) to absorb versus 
pass on to customers. Farmers also need better marketing training, such as the 
peculiarities of the meat market and on making decisions, such as tradeoffs between 
short term gains from market condition change versus the value of a more reliable 
market. 
 
More research is also needed to measure the impacts and links between, on one hand, 
production systems (e.g., pasture versus confinement/row crop versus hybrids using 
aspects of the two systems), farm industry structure and market arrangements, and on 
the other hand, community social, ecological and economic well-being. Such research is 
vital if consumers and policy makers are to make informed decisions about the nature of 
our food system and rural communities.  
 
Conclusions 
 
This review of literature and anecdotes demonstrates that many consumers want and 
are willing to pay for pastured and other natural animal products, and that these 
products can be produced at competitive prices even on small scales. Utilizing pasture 
management offers a vital survival strategy for disappearing mid-sized farms. 
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Connecting these producers and consumers offers wide social economic, ecological 
and health benefits. The values-based value chain- a partnership between links in the 
supply chain that shares risks and information, provides stable markets and transmits 
value-laden information about process attributes to consumers-is a model that holds 
great promise and deserves increased attention from scholars, policy makers and 
community developers. Many obstacles still exist, however, before these connections 
can be made. Access to affordable USDA certified processing remains limited, 
especially to smaller producers; scale constraints and the higher transaction costs 
involved with dealing with multiple smaller accounts, are difficulties that need creative 
solutions.  
 
The discussion in the previous section gives a few suggestions for future research 
needs. More input is needed from participants in all parts of the market chain; 
conversations involving participants are needed to generate partnerships, research 
agendas and policy recommendations. This paper is intended as a first step in collecting 
our baseline of knowledge and creating a starting point for future work and discussion. 
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