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Finding: Farm Economy March 01, 2012

Net Farm Income Is Expected To Decline in 2012 But Remain at a
Near Record Level

by , , , , and 
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Timothy Park Christopher McGath Kevin Patrick Jennifer If f t Theodore Covey

After 2 straight years of  rapid growth, U.S. net farm income is forecast to decline by 6.5 percent in 2012 to $91.7 billion. Nonetheless, net
farm income in 2012 is st ill expected to be the second highest nominal amount on record, and af ter adjust ing for inf lat ion, it  should be the
third highest amount since 1980. The other two common measures of  farm earnings--net cash income and net value added--are also
expected to decline in 2012 to $96.3 billion and $145.1 billion, respect ively. Farm income can vary widely f rom year to year; the expected
declines in each of  these three farm income measures are relat ively small.
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Crop receipts are expected to rise slight ly in 2012, as increases in sales of  corn, most other feed grains, and peanuts of fset  declines in sales
of wheat, hay, vegetables/melons, and fruit /t ree nuts. U.S. livestock sales are expected to decrease marginally in 2012.

Total U.S. agricultural product ion expenses are expected to rise slowly in 2012, increasing by 3.9 percent; at  $333.8 billion, the value of
product ion is expected to set  both nominal and inf lat ion-adjusted records in 2012. While much lower than increases in 2011, increases in
farm product ion costs in 2012 are st ill expected to more than of fset  the small increases expected in farm sales, result ing in a drop in net
farm income.

Average net cash income for farm businesses (farms with annual sales exceeding $250,000 and smaller farms whose principal operators
consider farming their main occupat ion) is projected to be $66,900 in 2012, decreasing less than 5 percent f rom average incomes recorded
during 2008-11. These declines, however, are not likely to have the same effect  on every region or farm specializat ion. Regions that
specialize in program crops, dairy, beef, and/or pork are expected to have much stronger performance compared to their respect ive 2008-
2011 averages than other regions of  the country.

All crop and livestock farms are expected to experience declines in average net cash income in 2012 relat ive to that in 2011. But most farm
businesses specializing in program crops are expected to experience either an increase (mixed grains, wheat, soybeans, and peanuts) or a
slight  decrease (corn, cot ton, and rice) in net cash income in 2012 relat ive to the 2008-11 average. Businesses specializing in nonprogram
crops (f ruit , vegetables, hay, sugar crops, silage, t rees, and woody crops) are expected to experience declines, on average, relat ive to levels
in 2008-11.
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