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DETERMINANTS OF CHANGES IN,FARM EARNINGS -~
IN AREAS WITH HIGH DEPENDENCY ON
GOVERNMENT REGULATED CROPS

o QVCottdn, peénuts, and flue;curéd tébacéo'have.ﬁeen prodﬁced7ﬁndef
pﬁograms deéighédvto}céﬁfrol,production, Tﬁus,:farﬁégé have not been
freé‘toiélant'unlimited acreages.ofltheée ércps;‘fPrdgrém:changes hévé_.:
- been ﬁadebto adjust’productién t6 changing markétvconditiéﬁs thch
afféét'gross revepue‘fo‘producefé and, conséquéntly,‘incémé‘iﬁbproducing"
areaé.v Technology, weather, and alternatives in conjunction with}-v
agridulfural programs also affect'gross reveﬂue andvnet_iﬁCOmé,
Thé recent shdrtfall in worldwidg féod.produétibn émphééized f@od'
“and feed crops, With contihued émphasis on foéd cfops relative‘to |
honfood crops {cotton and tobacco) ; the impaét.on.fafm‘earnihgs beébmes
‘a critical proglem in spécialized préduciﬁg'aréasan In adaition,‘
.: higher costs of variable inpﬁts iﬁcluding seed, plant hutrients;‘fuel;
and hired iabor are of prime importance to farm‘incqmé in lbcél areaég :
The eéonomies of many rﬁralbafeas in the‘South afe vi£ally_ 

vaffécted by the incomé derived froﬁ ﬁhebproduction of cofton,'peanuts,
and tobacco. Optimum farm enterprise combinations.indicate‘that all
.fhree crops would bé(grownvin many afeas even in thé'absende of price
'sﬁpports but with a substantial reduction in farm income:(Bradford and -
Thompson; Givan; S-u42 Technical Committee; White and Givan).

| Most research on adjustments to agricuitural pnégrams foricotton,
peanuté, and'flue—cuféd tobacco was primarily t6 determine the impact

~on individual farm units or in terms of national aggregates. Research



-

< on the impact of national agricultural policies onkregional‘or area -

~~ economies is rather limited.

.

Data on a county basis are available for acres harvested, yields B
‘.and production. Farm earnlngs data on. a county basis measure net
personal income generated in agrlculture cons1st1ng of farm wages,

i?’suPplementary farm 1ncome, and net returns “to farm operators (U S

'Jiiwv'Department of: Commerce) The cost of farm supplles and serv1ces such -

5 d;(li f'cA

‘d‘fufs)“iCY

T: as fertlllzer,‘seed ‘machlnery, and fuel were subtracted from total f
“7i.rece1pts to obtaln farm earnlngs._ Factors affectlng farm\earnlngs tn'
’”Lsrufai areasuane extremely 1mportant to the local economlo communlty; PO

il VThe objectlve of this study was to estlmate the effect of chancesi?7t
in market condltlons ‘and agrlcultural pollcy on farm earnlnés.: A_€ 
ffsecondary obﬁectlve was to 1llustrate usefulness of county data as‘a .

" basevfor economlc.analys1s of'agrlcultural areas,

t THB MODEL AND VARIABLES
Equatlons contalned in the model are descrlbed below. Aoreage
‘f;and yleld relatlonshlps for each crop 1n county i 1n year t were as

‘.follows.."
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:;and;farm earnlngsnln county i 1n:year t was:
'*7,.(11) FE = f(CA,:PA, TA, SA, WA, PI, WI, C/V),
,j?f‘where , | _‘ : | |
ﬂ:ccA PA TA SA MA Acreage‘harvested ofdcotton?-peanuts,ttobaceo;lz
:1» soybeans, and corn; respectlrely; A |
) ffaCY PY TY SY MY Cotton yle_d in bales per.acre, peanut and topacco -
F; ylelds in pounds per acre; soyoean and corn ylelds in bushels per 1".

acre, respectlvely,

"

-1 Deflated.cotton'price'lagged one year in cents per:pQUnd;'
- GA, GB Gec, GD Shlft varlables'lor government programs for cotton,

[}

vDeflated'soybean pricenlavced one year'in‘dollars'per bushel ”:if'

1962 65, B= 1966 67 c= 1cse 70, D 1971-739
Trend 1962 =1, 1963 2, 1984 :-3, etc., '

. TYtél Tobacco yleld lagged one year ‘in pounds per acre, -

”‘igGT Introductlon of acreage-pou;dage program for tobacco, B

S 1062 eu 0, 1964 73 1,
“'PF‘ U. S average corn loan rate welghted by acreage restrlctlon
Arequlrements in dollars per busnel;

. DP Corn acreage dlver81on payment rate Weighted-by eligible diversioni

| l.acreage in dollars per bushel,




T

Adoption of Florunner peanuts, 1962-69 = 0, 1970-73 = 1,

F1 =

FE = Farm earnings‘in thousand dollars,
PI = Weighted price index,

Wi = Weighted weather index,

_C/V = Weighted cost-value fatio°

SOMEYCONSIDERATIONS'IN THE MODEL -

Since thé purpose‘of the analysis\was to measubé thé.effeét of -
, agricuitﬁral poliéy and market infiuence 6n farm earnihgs, it was
 necessary fo seléct factors that!affect:gross receipfs andﬂVariaEle
costs for the’sélected Crbps. Grdssvréceiptsbéfebthefpfoduct of' 
baéreaée hafyested, yield, and ﬁrice; bTherefore;vfactors were"seleétéd
that.accountéd for changes iﬁ»harvested acreage and:yieidé.vlﬁafvésfed'
écréage was used instead of planted acreage as it Waé fhe écréage -
sfatistic'available on a coun{y basis for all croﬁs.,

ﬁquatioﬂs 1-10 include the’factors'éelected té éxplaiﬁ“Variafién
iﬁ acreagé'harﬁested and jield..iIt wés postulatedﬁthatfvéfiafionviﬁv,,
bcoftoﬁ acreage Qas influenéed by‘cotton price of thejprevious:year;i
_éoybean price of the previous year, and changesvin gbfernmént ﬁfbgréms
in the periods 1962f65, 1966-67, 1968-70, and 197_1-73. A positivé |
pricé_felatiohship Qas egpécted for cotton priqe,‘é hegative relation-
‘ship foi:'v'soybean_lprice5 énd'rélative.to the bésé perioa 1971;73 a.
B poéiti#é ;igﬁ‘forbfhe pefiod 1962-65 and negative for 1966—67 aﬁd 
'bl968470.  Rationalizing that farmers view expeéted prices'iﬁ éonjﬁnctioﬁt
,wi%h expected inpﬁt cQs&s, prices received were defléted.by fhe‘ipdex

of prices paid for production items.
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g lbWith Péanutjacreage.set:at a constanteleyelfnationally1for
”f‘several years,‘only a trend variable was used to measure changes ln
:ffpeanut acreage.b The trend was expected to be poélflye.;‘ : .
Varlatlon 1n‘tobacco acreage was postulated to beblnfluenced by

’ the yleld per acre the preV1ous year and the change in pollcy to an

'.h acreage-poundage quota.. Wlth the carryover pr1V1leges in the program,

"a low yleld one year resultlng in undermarketlngs would 1ncrease the '

E

”Tt;poundage quota and acreage allottment the follow1ng year, thus the

;:icoeff1c1ent was postulated to be negatlve.‘ Wlth the pollcy change to -
: ,;-acreage—poundage in 1965 acreagevwas decreased from prev1ous years, = ?bf':
nthus the reason for the Shlft varwable° 5ic | | R
Factors accountlng for.varlatlon ln'soybeaniacreage'uere'assumed '

© to be the acreage of cotton, soybean prlces the prev1ous yearv and
~‘itrend.- A negatlve relatlonshlp was expected for cotton acreage and a.t»f‘
pos1t1ve relatlonshlp for soybean prlcesev Corn acreage was - postulated
vnto be 1nfluenced by cotton acreage9 trend‘vandvtwovpollcy varlables.{
L(Ryan and Abel) v The pOlle varlables were a welghted prlce support
‘:rate (the'corn loan rate welghted by acreage restrlctlons) and a corn'v
'vacreage dlver81on payment welghted by the ellglble dlver51on acreage;f
i The yleld varlatlon in cotton was expected to’be 1nfluenced by
lfithe cotton prlce*of the-prev1ous”year and trend. A_hlgher»prlce in
,bone year may 1nfluence growers to strlve for hlgher ylelds the follow1ng
d:year w1th”expectatlons.of a hlgher prlce; thus a pos1t1ve relatlonshlp

:Was expected ‘ Peanut ylelds were expected to be explalned by trend

d“and the 1ntroductlon of the Florunner varlety _A;shlft varlable was-




-
f.d’included to account for'the,variety adoption onfa.largéfscale by 1970.
= The varlatlon in tobacco ylelds was postulated to be accounted for by

‘*nyleld of the preV1ous year and trend. Wlth a low yleld the total

"”ff_tobacco marketed would be less than quota thus it would be expected R

'*fthat the carryover of quota may result in a grower str1v1ng for hlgher |
“Efylelds the follow1ng year Only trend factors were postulated toif‘
T{hexplaln soybean and corn yields. . -

.,Earm earnlngS'were‘postulated to be a function of harvestedr‘

’;acreages of each of the five crops;'prices as'indicated by a weightedl

'.fiprlce 1ndeXa yleld as 1ndlcated by a welghted weather 1ndex and

vi';varlable costs 1nd1cated by a cost/value ratio. gt
It was recognlzed that weather is an 1mportant factor affectlng e

difylelds of all'crops (Parv1n). The weather,factor_was handled separately'.

o ;slnce dlrect measures of the effect of weather on crop ylelds are

,idlfflcult to. obtaln.. A‘yleld series over tlmebwas‘cons1dered.a.
o :function of weather, technOlogyhespressed aé"a trend, andPlnstitutional
L:and:economicdfaCtors. 'The estimated'yieldbfor‘each cropvfor each‘yearjb
~';fdwas obtalned from the-results of the yleld equatlons‘6 lO‘.‘ The -

‘ ,dev1at10ns of the. actual yield from estlmated yleld measure yleld

‘ “:'varlatlon due to weather° A weather 1ndex was-constructed by d1v1d1ng

‘l “the actual by the estlmated yield for each’ crop ‘fA.weighted'weather 3

fujglndex for all crops was constructed by multlplylng the proportlon of
':fthe value of each crop by the weather 1ndex (Appendlx A)

| In a geographlc area that contalns only a part of the total crop

.“produced,‘prlces are predetermlned largely by,natlonal supplyfdemand



lalQie
'ttelatloushlps”and/or byiagrlcultural pollcy programs;b.A prlce 1ndex
that included prlces of crops welghted by base year quantltles, was
b‘used as the prlce varlable (Appendlx A). ii |
i“i_ The cost/value %at:o was used as a varlable to explaln changes in vei
’.vvarlable costs of productlon relatlve to the value of the crops produced.h'
| Varlable costs wefe estlmated for each crop annually from a 1970 base
1bof 1nputs‘and prlces (McArthur) Total Varlable costs of the flve ,t
crops were d1v1ded by thelr total value prov1d1ng a bas1s of welghtlng
_Ythe crops by 1mportance in the area as well as by relatlve costs of .
'productlon.- The cost/value ratlo was expected to show a negatlve

’dfrelationshlp to farm earnlngs,

RESULTS OF THE ANALYSIS
,_Anhual,data by counties for 1962~73 were uséd'for‘estimating the
parameters of the acreage’and'yieldtequatious,“'County data on'fafm

‘ earnihgs wefe available for the years 1967—72. A group of 35 contlguous

'evf‘>count1es in Southwest Georgia w1th concentrated acreages of cotton,'

/

peanuts, and flue—cured tobacco‘was_used.ln the analys;sﬁ _;he totalt.‘r"

. taluelof the three crops iucthe area'accouuted fof‘u3 percent:of the, s:
‘totai talueiofvall agriculturerproducts sold in:1969,_,The'followingghf
;barameter.estimatesdofvthe uarious-equations’wetehobtaihed;

’f;(12) Cotton acreagel. bkld “’,e‘1!  | |

'UCA 212 ,780 + 2,952.6 CP, - 2,825.0 SP,,. + 16,386 CA

e T |
(3,35),>4 Co(La2) 0 (Lae2)
T —f72,219 GB,-136,917 GC .- R2_= 0.98 -
| (8.98) e (3.72) e

3 1 The flgures in the parentheses are’ the t values oi the regress1on .
“coefficients. Values of t larger than 2.25 are 51gﬁ1f1cant at the
O 05 1evel of 51gn1flcance or better.




“{iiii(lsj ;Péanut'acfeégeiuhv

| .:‘éA 406 750 + 2,414 T SJ,R. = 0,85",f':f1

(7 61) | ' -

 k (;4)t T§bacé6 acréage> 7 |

| ”7>:TAV 55 985 - 12. 19 Y, -5 125.2 GT '?}HRi.?fo.isf?“¢ f*”
S (3. 16) ,,:' (5 os) SR
S“'5}  (15§;?éoy£ean>aéreaée ﬁ‘ | ‘v‘ | | |

:‘"'Vfi'SA’ »-133 200 + 59 569 SP. fQ 0. 1u3 CA + 25 2u9 T ﬁ ;  -

G e o

"{Ré?; 0. 96 | f }11;’#ji7f;' fijﬁ7_fjf ::]lgif;E;117’
”vu;i(;ﬁi'fCofn.écreage f‘ v’ . >‘~> | »"" ut»i‘ S
»»"7{ ;MAf% 824,090 - 0.312 CA +o91, 681 PF - 32, 470 DP + 743.01 T -
| ; . ‘ (1 17) (o 79) ”,‘ﬂ (1 85) f (o 21)
‘t.;;](i%ji;Cotton yleld

0.07

e ey = 370. 63 ¥ 2 50 CP 2.0 T R
(o 83) (o 55)

'. (18)1'Peanut yleld

.QAPY 1 285 19 + 168 71 Pl + 98. s2T R ool

(1 06) (u 53)

T
_—

7 v.(19)iiTobacco yleld -
L Y = s, 207 26 - o 60 TY, 1,’ 15 62 T R®

(l 69) | (1 35)

(20) Soybean yleld
"‘] SY. 18 61 + o. 27 T ’,‘R = 0.06 -

(o 77)




d'f‘(2l) Corn y1eld
i MY --; 39 w + 0. 59 T :"R; = 0.05 "
(o 69)

The estlmatlng equatlons for acreages accounted reasonably well o i~

;ffor the acreage harvested of each crop.t The 31gns of the estlmated
fo coeff1c1ents conformed w1th expectatlons. The 51gn1f1cance of the ':h'
"gvcoefflclents, lndlcated by the t values, was falrly hlgh for most of fr:d
's[;tne coeff1c1ents except those used for exPlalnlng corn acreage."Thefn_'
‘ ETRZ values 1nd1cated that a falrly hlgh percentage of the varlatlon 1n

l?acreage was accounted for by the 1ndependent varlables selected

The coeff1c1ents explalnlng the effect of agrlcultural pollcy
J’hichanges.on crop acreages show a s1gn1flcant‘1mpacta_ The restrlctlve.’
V'.,i;ﬂ g;igbollcy on cotton acreage in 1966- 67 1nd1catesba reductlonlln cottonv‘
“‘acreage,of more_than 88 OOO acres in theharea comnared to l962~65;T:

N

EJngher-cotton prlces; either as a result of hlgher support prlces or:f‘ul
"ngmarket prlces had a pos1t1ve 1nfluence on'cotton acreage.;;igi:f
- Peanut acreage[allotmentS‘were unchanged for~several years: 'Ih Qj%'
ﬂsnlte of the.restrlctlon, peanut acreagedlncreased annually.as 1nd1cated
f%by the trend coeff1c1ents.;AThlsﬂlndlcates~that :afaeré,lﬁ thekarea: ~J"
vv.:;?azplanted and harvested a. larger nroportlon of Lhe allotment.': |
}'iff The shlft to the acreage poundage pollcy for tobacco 1n 1965
ﬂ‘?{lndlcated that acreage 1n the area was reduced 5 125 acres. The over—‘
‘"i{undernarketlng feature shows that for each lOO nounds change in vleld

f;tobacco acreage can be expected to change 1, 200 acres in. the opp081te

*,’dlrectlon in the area.

7




llo..; o
i,vCotton,and'soybeans were_interrelatedaajFor'eaCh lOO,acre‘change:f
U in cottOnlacreage; sOybeanfacreagevohanged756facres ih~the oppbsite:-

“"?direction.L Soybean prlces were related negatlvely to cotton acreage

1;and p051t1vely to soybean acreage. ngher soybean prlces resulted in: e

‘:ya reductlon 1n cotton acreage and an 1ncrease 1n soybean‘acreége.,p’
The estlmatlng equatlon fOP the yleld of peanuts explalned 91
.g»ynercent of the varlatlon in yleld w1th the>trend Varlable’the onlyu.
:‘,glghifican£;§ariahle.h The equatlons for explalnlng ylelds of the _;::
’ﬂ;,;other cropsiwere ‘not - very satlsfactory even though the 81gns of Lhe‘-ff:""'
':i?coeff1c1ents were as‘expected The trend varlable showed YlEIds..ff_

hgenerally 1ncrea31ng slowly for cotton, corn, and soybeans and decrea31ngﬁ

: ”:-sllghtly for tobacco,‘

The estlmates for the equatlon explalnlng farm earnlngs for the E

f’_1.34 county area for 51x years showed the follow1ng results (Carley)

';(22) Farm earnlngs3 | » o | |
: hlh FE»—’—230 326 + 0. 071 CA 4+ 0. 204 PA + l 618 TA + 0. 436 SA
(2 198) ' (6 '+69) (8. 014) , (9 453)
G + 0 035 MA + 244 540 5 PI - 155 904 6 C/V + 16 19% 0 WI
‘ | (1 587) (3 624) (1 209) (o 207)
‘i"::‘R?,— 0. 74 |
y7f ﬁduatlon 22 was used to estlmate farm earnlngs for the total area
’7'55n the ba31s‘of crop acreages estlmated.fromvequatlonsjl2-16 the;v
‘hwelghtedvprlce 1ndex, the cost/value ratlo; and the welgnted weather -

blflndex.v Estlmated farm earnlngs ranged from 92 B to l08 l percent of

. 2 Tor farm earnlngs, data for two counties were conblned into a

~{5’Standard Metropolltan Area resultlng in data for 3 countles lnstead
oof 35,y ' ‘ .

R 3 The flgures in the parentheses are the t. values of. the regre351on

. coefficients. - Values of t larger than 1. 96 are s1gn1 1Cant at tne

:bﬁli 0. 05 level of 51gn1flcance or. better :
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actual earnlngs for' the perlod 1967-73 (Table 1. ffom,l968‘to_l§73
actual farm earnlngs 1ncreased $266 mllllo:ja The'eatimates frem;the
'--equation shewed a $267 million increase. ‘Thebpredictien_etficiency of
,the‘equationvusing Theilfs U-coefficient proeedure indicated tbat the

equation can beqused to predict earnings with some degree of confidence.

' EXPECTATIONS’?ROM 1973-75 MARKET AND POLICY CHANGES

Market condltlons changed substantlally in 1973 Cetton pricesaf
reached an all tlme high, 1ncreased demand for tobacco resulted in :
3quota 1nereases, the 1973 supply.of peanuts was almost ali'solddabote-v
‘-the‘suppert priee; and prices'for’eorn and soybeana inereased mafkedly,
: ,Soybean acreage was up 30 percent9 eorn acreagevlncreased lSdpercent,
the Welghted price 1ndex of the flVe crops increased. 38 pebcent and -

“ the cost/value ratlo‘decreased*about,QO pereent,

Based on the acreage equatlons and equatlon 22 fafn earnlngé -
uere estlmated to reach $446 mllllon in 1973 or about 46 percent ‘over
1972. Farm earnlngs 1n the area were reported to be $430 mllllon in .
1973 so that the estlmates from the model were off only about Y percent.

The model was used to predict 1974 and 1975 farm earnlngs in the
area. . Soybean acreage for l974 was estlmated to increase oyer 1973,a§"
nas tobacce,deorn,,and cotton.v'Prices incfeased;'weatnerjeonditions '
"in thevanea.were excellent, but cestsdincfeased:also. Based on the‘ -
estimatinébequations-farm earnings uere estimated‘to inerease abeut 12

- percent over 1973,
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Table 1. Farm Earnings, Actual and Estimated, 35 Southwest Georgia

Counties, 1967-7u4. : e . '
- , v : _ Estimated as a
Year . Actual ~ Estimated _percentage of actual
thous. dol. ‘ B - percent
1967 211,375 195,720 AT 92.6 -
1968 . 164,963 178,260 o 108.1
1969 - 208,659 - 209,370 i -~ 100.6
1970 - 230,127 248,385 : 107.9
1971 o 275,646 287,194 o 104.2
1972 316,400 = 305,268 - o 6.5
1973 430,229 . L45,797 - : 103.% -
1974 , - 499,665 o -
A a o ’ . R
Theil's U : - 0.218 . : -

%The coefficient was estimated using the following formula: -

‘v, = VI(Pi-aD)Z/  /IATZ
where‘Ai is change in actual.earnlngs A Ai = A_t E‘At—l and,Pi;ls'v

change in estimated earnings A Pi :'Pf - A A low value fbr”U

t-1° .
indicates a strong semblance between predicted and actual values

(Leuthold),'\



‘_lB;vﬂ‘a
”tv Estlnated plantlngs for 1975 1ndlcate that Georgla farmers
. oy
1ntend to plant 53 percent less acreage of cotton in, 1975 than in
p1974, the'same peannt acreage; 3 percent:more toba‘cco9 5‘percentimore
‘vlvpcorn,:anddBO percent mofé soybeans (USbA). Acreages for 1975 for the
'tarea were obtained from estlmated plantlngs by assumlng that farmers
‘pln the area wouid grow the same.. percentage of. the total Georgta acreage
‘as in prtor years. Also, acreages for 1975 were estlmated u31ng :
‘Equatlons 12 16 (Table 2) . |
Con51derable dlfferences in acreages for cotton and tobacco were
Csbonn from u81ng‘the two methods. Th1$:P°1ntS up,a problem in u51ng |

'ednatiOnS Withicoefficients based”on past hfstony in that such equations N

" do not account for drastic shifts in variablesaifThe equation for

°

'.cotton acneage indicated a snbstantial decrease'in.acreage‘ffom_197u-
:_ant not as great as. 1nd1cated by farmer 1ntentlons The éqnation‘fon
btobacco acreage 1nd1cated a decrease from 1974. but duotas were in.
fact.lncteased from-lQ?u w1th farmers 1ntend1ng tO'plant such quotas}
rfarn earnings wene estinated for.i975 based on tbe:two'acreagei
.{estimatesland two price—and costevalue levels;‘ At approx1mately 1974
’prlce‘levels but at an 1ncreased varlable cost- crop value ratlo, 1975
":farm earnlngs were estlmated to be about $540 to $555 mllllon (Table
”2). ‘At a lower prlce level and hlgher cost—value ratlo farm earnlngs ‘"'
were estlmated at a level of about $479 to $490 mllllon. WithjprosPectsd

'for lower prlces for cotton, corn, and soybeans and 1ncreased 1nput

»'ﬁcosts, the latter farm earnlngs estlmate may be: the more reallstlc.,

It should be recognlzed that farmers in the area are respondlng

' to both changlng marketlng condltlons -and pollcy changes. Wlth the
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.i;Table 2. Estlmated Acreage of Crops and- Estlmated Farm Earnlngs, 35
»Southwest Georgla Countles, 1975 e T O

T T S Acreage estimated from _ o
~Item . Unit * ~  Equations 12-16 USDA, SRS .~ .

:',vaopijz’L‘

© Cotton .~ .. . acres = 171,500 110,000
- Peanuts- 7. - ‘acres - - .. .440,500 . 437,750

“Tobacco . ... - . acres . . .. . 283,670 - . 33,750 -

corm . . . - acres - 891,000 - - 950,000 . -

 Soybeans - ... __acres 413,190 415,800 -
E . Total .~ - ¢ T acres ; 1,939,5so_w,:¢ 1 947, soo, i

_ S Farm earnlngs
' estlmated from Equatlon 22

Values used  }f’i}”'

 Price level 180 .

. percent of 1967.

'"”Cost/value ratlovo,uo-ﬁ thous.wdoi.f -   1539,§32'[- ;'11'554;548 ff

Prlce level 170‘ :
.. percent of 1967. . - LTI e e e T e T
o Cost/value ratio 0.50  thous. dol. 475,443 - 490,049 -




r—lé"”v
:iincreased.prdceslforicorn’andrsoybeans ;inéér1973,,fﬁép§r§s§é£;i§é
’;:acreage 1n lé75dfor corn is iu percent above 1975 ‘and for'soybeans
. percent above 1973.> Tobacco acreage 1ntent10ns are 1n llne w1th
"bdlncreased quotas.’ Cotton acreage 1ntentlons are down 50 percent’
:dyf197$>as a result of a cost—prlce squeeze and relatlve hlgher pr1
‘;-for soybeanst‘ Wlth the Shlft in - crops and with reasonable prlc
'expectatlons; farm earnlngs in the area for 1975 are;estlmated:t
'gremaln falrly hlgh relatlve to earller years°:L:‘ | : |

The model p01nts up several relat1onsh1ps that are occurlng

Tobacco, corn, and soybean acreage changes and ‘“the prlce level had the

.»greater 1mpact on farm earnlngs.‘ Soybeans w1th no acreage restrlct ons
’:fare galnlng in relatlve 1mportance in’ the area whlle peanuts9 even
'though a relatlvely hlgh 1ncome croo _avre los1ng relatlvely beca

'w‘jthe stablllzed acreage.'

‘Summary
The purpose of thls study was to develop a model and a serles o
' fequatlons estlmatlng acreages of 5 major crops u81ng county data.

" Then avmodel was developed explalnlng varlatlon in farm earnlngsf

,1_the same counties using the ‘crop acreages as part of thefexplanatory
variables. v
Crop acreage variation was reasonably well explalned by Lhe

:yarlableScUSed. Agrlcultural pollcy changes and lagged prlces appearediﬁl.b

‘-to be the more 1mportant varlables. CIt was found that deflated prlces &

31mproved the explanatory power of he equatlons°
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Thé mode;'used'to expléin variatipnifﬁifarm(earningé performed
feasonably wéli; Increasing prices for tﬁé five'§r§pé-and the inéreasé
"’.in_the acreagé of soyﬁeans wefe/fhe_more important éhangeé affecting
 farm‘earnihg$.  The ability of farmers fo éhift’to altérnéfive crops
' iﬁ addition to making changes reiati?e to agricﬁifufal policy chahges
appears to have resulted in increased farm earhings.‘ Parﬁefs'ﬁave.
_Shiftéd acreages aﬁong the'cropsvof cotton, cofn, and.soybeahs fairly
beaéilj._ HoWever; a substantiél shift ih agricultﬁral policy affecting‘:
:_aereages énd/br prices of‘peanuts.qr_tobacco‘woula‘resuit in a signi4

ficant change in farm earnings.
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E APPENDIX i .

o A;' The follow1ng method was used”to'derlve'eQWeighted'weefﬁer index~

o

*. for each county. S

crops 1,2 . . 5. L
counties 1;2,3 . . . 34.
years 67, 68 . ... 73, .

o WHIL

; ]k :‘izlj _(WIik..)(v]_)ijk)v’ b

S o

= L

".ﬂwhereg

Welghted weather 1ndex, -

Weather index, -~ _ - ' T R TS
Proportion that the value of?each crop is of the total value
 of all crops. SRR RN T T

o wwz

=
=
5 e
) &
noton

. B.»tTheIWeighted'price‘index was computedfas folldﬁs:fs.“'

: 1kQ1367) / Zl . 167Q1367)

’fWhéré:‘jf*
Weighted price index;‘ﬂ'

Price per unit of crop,
Quantlty of crop harvested in 1967

v glk
- ij67

.u n u

..

C.THThe'¢ost?valuefratio'was.determined as follows: -

SER SR

eV, =

J' l_".

x‘
| :
,Wlhﬂuy'

’zbwhereif P

Cost—value ratlo, .
Variable cost of each crop,
Total value of each crop.

'f;eC/v.
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