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FARTI PRODUCTION EXPENSES AND FARl|l INCOIIE

FARM PRODUCTION EXPENSES are expected to increase sone 13 percent to about $fff bif-
lion in 1979. Nearly all of the increase in expenses will be a result of the higher
prices that will be paid rather than the quantity used. The prices paid by farners
for all production itens increased about 14 percent during the past year. Feeder

livestock prices rose the nost, up 5l percent during 1979. For the sane 12 months,

other farn-origin inputs were up noderately- - feed prices by 7 percent and seed by 4

percent. Supply-deand indications point to high feed prices for the next 12 nonths.

The prices for feeder cattle are likely to increase, too, but the average for the
year ahead nay not be nuch higher than for 1979.

The prices of nonfarm inputs uent up about 12 percent fron 1978 to 1979. Fuel

and energy prices increased about 30 percent over those of a year earlier. Farm

nachinery prices rose about 12 percent in 1978. The index of interest paid on real
estate increased sooe 27 percent--the result of higher interest rates and higher
prices paid for faro land.

Fertilizer consunption increased about l0 percent fron July, 1978 to April, 1979,

compared to a year before. Prices for fertilizer went up about 7 percent from 1978

to the 1979 estinates. The production potential for fertilizer should provide ade-

quate supplies and limit price increases fo! the year ahead.

Pesticide prices increased about 3 percent frorn 1978 to 1979, and the anounts of
pesticides used rose slightly during the past year. Pesticide reregistlations for
use on major crops nay affect supplies and prices in 1980.

Fuel prices rose about 30 percent over the past year. Prices for diesel fuel
ju[ped about 46 percent, gasoline sone 32 percent, and LP gas about I percent. Fuel

prices will rise substantially in 1980, as indicated by the higher oil prices set by

OPEC .

Prices for tractors and other fann nachinery increased about 12 percent during

the past year. Tractor and combine sales went up 6 and 22 percent, resPectively.
Price increases for the coming year seen likely to be 10 to l5 percent.

Farm production expenses went from $38 billion in 1967 to $ll2 billion in 1979.

Production expenses have increased an average. of about 9 percent annually, with a
rise of 5 percent fronr 1967 to 1968 and 25 percent from 1972 to 1975. Production
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to 28.5 Iast year, Minnesota at 52 compared to 35 in 1978, and Arkansas at 24 fot
this year and last, and Indiana at 36 versus 54 for 1978.

't'he change from the August estimate to the final figure tends to be greater
for soybeans than for corn, Last year, it was 27.9 to 29.2t in 1977, it vas 27.5

to 29.6; and in 1976, 27.2 to 25.6. A lot of the soybean acreage is in the north-
ern part of the growing area, which is vulnerable to an early frost. 0n the other
hand, August weather is critical for soybeans I and thus far, it has been very good.

The huge U.S. soybean crop is associated uith large crops of conpeting oil-
sed crops elsewhere. The world crops of sunflor€rseed and rapeseed seern likely
to be very large. We should expect substantially larger soybean crops in Brazil
and Argentina next spring. Export demand probably will increase Iess next year than

during 1978 - 7 9.

A 15.5 percent bigger crop of soybeans (last yearrs increase was 4.7 percent),
ninus a moderate increase in export denand for soybeans and products leaves and abun-

dance of soybeans in the domestic market. Soybeans will have to sell at prices that
will encourage a large domestic use, particularly of soybean meal, and that would

support a substantial increase in the carryover. Prices during the fiTst half of the
rDarketing year will be dominated by large supplies. Second-half prices wilI be in-
fluenced by soybean production in the southern hemisphere and the prospective U.S.

production in 1980.
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