Net Farm Income

et cash farm income rose 2.0 percent in 1993 to 58.5 billion. Gross cash farm

income was up $9.1 billion, but was offset by the $7.9 billion risein cash
expenses. Adverse weather in 1993 called for the Secretary of Agriculture to desig-
nate over 800 disaster countiesin the Midwest, largely because of flooding, and 500
counties in the Southeast, largely because of drought. Although many farmers
directly affected by the flood and drought disasters had much lower net cash incomes,
those outside the affected regions benefitted from higher prices and higher incomes.
Asaresult, U.S. net cash farm income for 1993 showed a modest improvement over
the record set in 1992. Despite the disasters, the relative stability in crop receipts
came about because farmers offset lower production with sales from inventories.

Net cash income measures the farm sector’s cash income generated from farming
businesses during a calendar year. Farm businesses use the net cash income from
farming to purchase farm assets, reduce farm debt, and meet living expenses. Net
cash incomeis the sum of farm marketings, Government payments, and farm-related
income minus cash expenses. Cash expenses include purchased feed, seed, livestock,
fertilizer, lime, pesticides, fuel, oil, electricity, repair and maintenance, and other mis-
cellaneous expenses. Cash expenses for interest, property taxes, labor, and net rent to
nonoperator landlords are also included.

Net farm income fell 13.3 percent in 1993 to $43.4 billion. Grossfarm income
was essentially unchanged at $201.4 billion, but production expenses rose 5.3 percent
($7.9 billion). Cash receipts from farm marketings were up $3.8 hillion, with a $4.2
billion increase in livestock receipts only partially offset by a $400 million dropin
crop receipts. In the aggregate, crop producers experienced areduction in output in
1993, which isreflected in both lower current year sales and the large drawdown in
inventories. Average per acre yields on the acres harvested in 1993 dropped consider-
ably in most areas, especially in hard-hit flood and drought States. The national aver-
age corn yield of 100.7 bushels per acre represents a decline of over 23 percent from
the 1992 record.

Net farm income measures the net value of agricultural commodities and ser-
vices produced by the farm sector during a calendar year. It includes the income and
expenses associated with the farmers’ onfarm dwellings. The farm sector consists of
sole proprietorships, multifamily farms, partnerships, contractors, and vertically inte-
grated corporations that are involved in farming. Gross farm income is computed by
summing the gross cash income from farming, noncash income, and the value of
inventory adjustment. Total production expenses are the sum of the intermediate
production expenses, interest, labor, net rent to nonoperator landlords, capital con-
sumption, and property taxes. Net farm incomeistheresidual.
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Table 3-3.

Net cash income and net farm income, 1992-93

Current dollars 1987 dollars!

Items 1992 1993 1992 1993
Million dollars

Gross farm income 200,213 201,432 165,602 163,102
Gross cash income 188,160 197,216 155,633 159,689
Farm marketings 171,203 175,052 141,607 141,743
Crops 84,853 84,497 70,184 68,419
Livestock and products 86,350 90,555 71,422 73,324
Government payments 9,169 13,402 7,584 10,852
Farm-related income 7,789 8,762 6,443 7,095
Noncash income 7,759 7,861 6,417 6,365
Value of home consumption 594 522 492 422
Gross rental value of dwellings 7,164 7,339 5,926 5,943
Operator and other dwellings 2 6,674 6,904 5,520 5,591
Hired laborer dwellings 490 435 406 352
Value of inventory adjustment 4,294 (3,645) 3,551 (2,951)
Total production expenses 150,139 158,030 124,184 127,959
Intermediate product expenses 91,306 97,956 75,522 79,317
Farm origin 38,913 41,545 32,186 33,640
Feed purchased 20,132 21,433 16,652 17,355
Livestock and poultry purchased 13,868 14,949 11,471 12,105
Seed purchased 4,913 5,162 4,063 4,180
Manufactured inputs 22,712 23,157 18,786 18,750
Fertilizer and lime 8,333 8,398 6,892 6,800
Pesticides 6,469 6,719 5,351 5,440
Fuel and oil 5,300 5,364 4,383 4,343
Electricity 2,611 2,677 2,159 2,167
Other 29,682 33,255 24,551 26,927
Repair and maintenance 8,469 9,154 7,005 7,412
Other miscellaneous 21,213 24,100 17,546 19,514
Interest 11,167 10,836 9,237 8,774
Real estate 5,772 5,501 4,774 4,455
Nonreal estate 5,395 5,334 4,462 4,319
Contract and hired labor expenses 14,008 15,005 11,587 12,150
Net rent to nonoperator landlords?® 9,507 9,551 7,864 7,734
Capital consumption 18,317 18,422 15,150 14,916
Property taxes 5,834 6,260 4,825 5,068
NET FARM INCOME* 50,074 43,402 41,417 35,143
Gross cash income 188,160 197,216 155,633 159,689
Cash expenses 130,772 138,697 108,165 112,306
Cash expenses, excluding net rent 119,891 127,773 99,166 103,460
Intermediate product expenses 90,535 97,298 74,884 78,784
Interest 10,616 10,304 8,781 8,343
Cash labor expenses 13,519 14,572 11,182 11,799
Property taxes 5,221 5,600 4,318 4,534
Net rent to nonoperator landlords 5 10,880 10,924 8,999 8,846
NET CASH INCOME 57,389 58,519 47,468 47,383

na=not appropriate. 1Gross domestic product implicit price deflators are used to deflate the accounts to real
dollars. 2 Value added to gross income. Net value added to net farm income equals the difference between net
farm income and returns to operators. 3Includes landlord capital consumption. 4 Statistics in and above the Net
Farm Income line represent the farm sector, defined as including farm operators’ dwellings located on farms.
Statistics below the Net Farm Income line represent only the farm businesses to the exclusion of the operators’

dwellings. 5Excludes landlord capital consumption.

Source: Economic Indicators of the Farm Sector: National Financial Summary, 1993, ECIFS 13-1, December

1994, USDA, ERS.
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