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The adverse circumstances faced by U.S. farmers during the 1980s are well-known. This 

article focuses on the economic climate for six major crops and determines that many farmers, 

especially in the Southeast, are not meeting their costs without support payments. In the 

absence of substantial price increases, these agricultural producers must be willing to 

adopt such productivity-enhancing techniques as implementing new technology, 

utilizing better management methods, or switching to different crops. 

Some producers will probably have to leave farming altogether. 

News about tumbling prices and farm fore-
closures has alerted observers to the troubled 
state of the farming industry. During 1985 and 
1986, economic shifts forced the most heavily 
indebted and inefficient agricultural producers 
out of business. A number of economic con-
ditions—declining asset values, which lessened 
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borrowing power; high levels of production 
outlays; and high costs of servicing loans that 
were acquired during a more prosperous pe-
riod—threatened many more farmers.1 

This article explores the economic cond itions 
for producers of six major crops—corn, wheat, 
soybeans, cotton, rice, and peanuts—during the 
1980s. The research reveals wide yield and cost 
disparities from region to region and even 
within states. Which areas of the country sustain 
production of particular commodities will be 
determined ultimately by how market prices 
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and per-unit production costs compare among 
the different regions. During periods of adver-
sity, such as the post-1980 drop in prices for 
agricultural products, high-cost areas cannot 
continue to compete with more efficient areas 
without special assistance. 

In the Southeast, where yields for corn, soy-
beans, and wheat fall below national averages, 
the importance of stepping up productivity is 
obvious: more effective approaches could 
make the difference between viable farming 
businesses and ailing, lackluster enterprises. 
While much of this article's analysis highlights 
the Southeast, similar dynamics apply to agri-
cultural production nationwide. Most crop farm-
ers generally suffered from relatively high costs 
and low prices during the 1980s, and many 
became dependent on government supports or 
target prices. Though a moderate shift in costs 
and prices of, say, 10 percent would be sufficient 
to cover many—though not all—of farmers' costs, 
the adjustment process of lowering costs and 
achieving higher productivity can be relatively 
slow. However, increased productivity is one 
way producers can exert some influence over 
their financial condition, provided debt loads 
are not already too heavy. 

Spreading Costs 
through Higher Yields 

The key to survival in agriculture, in the short 
run at least, is the relationship between the cost 
of production and the price received for the prod-
uct. When cost per unit of production exceeds 
the return, continued production is endangered. 
How long production can continue depends on 
what portion of costs is covered. Increased pro-
ductivity or output per acre can help offset the 
impact of higher expenses and lower prices by 
reducing per-unit production costs. Whether or 
not capable farmers are able to stay in busi-
ness depends, then, on ( 1 ) prices for products, 
(2) costs of inputs, and (3) productivity. Farmers 
can do little to alter prices beyond choosing the 
best time of year to market their goods. Market 
prices are often determined by worldwide de-
mand, a circumstance beyond the control of 
individual farmers. 

Costs of inputs are only slightly easier to 
influence. Purchasing in larger lots, shopping for 

the lowest prices, economizing on use of inputs, 
repairing old machinery and equipment, and 
purchasing second-hand equipment (especially 
during periods of frequent foreclosure sales) 
can reduce production costs somewhat. Begin-
ning farmers or those who lease can also benefit 
from declines in land costs during periods of 
adversity, but land price reductions are a li-
ability for most established farmers who suffer 
declines in the collateral value of their major 
asset at a time when credit needs may be 
intense. 

Because the individual producer can have an 
impact on yield per acre, productivity offers the 
best opportunity for maximizing financial suc-
cess. By increasing output per acre, thus reduc-
ing costs per unit, the producer may be able to 
maintain a positive margin between average 
cost and selling price even though prices de-
cline. This is especially true when fixed costs are 
high. 

Variable costs are those directly related to 
production, while fixed costs are incurred even 
if production ceases. Seed, fertilizer, and insec-
ticides, for example, are costs that accrue only as 
a crop is produced. Depreciation on buildings 
and machinery, property taxes, utilities, and 
interest on outstanding real estate debt are 
costs that go on whether or not crops are pro-
duced. A farmer who chooses to leave his land 
idle will still incur these fixed costs. It is pos-
sible, however, to lower fixed costs per unit of 
output by increasing the yield from an acre of 
land, thus spreading the cost over a larger out-
put. The practice of double cropping—for exam-
ple, the production of wheat in the winter and 
spring and soybeans in the summer and fall—is 
one way southeastern farmers have attempted 
to distribute their fixed costs. However, the suc-
cess of this approach depends on management 
skill and cooperative weather. 

Farmers with high debt levels typically have 
the greatest fixed costs and little option for 
postponing payment, while farmers who have 
little or no debt have a lower cost structure. 
Because they do not have to meet loan pay-
ments, debt-free farmers can survive longer dur-
ing periods when revenue from production 
covers little more than variable or out-of-
pocket costs. 

Weathering adversity appears to require 
relatively high yield levels, low costs per unit, 
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and low fixed financial commitments, or some 
combination of these elements. Ultimately, 
those farmers with the highest margins over 
variable costs have the best chance of survival. 
Returns beyond variable costs can be applied 
toward fixed costs—those that would not have 
been covered had no production taken place. 
Obviously, losses grow quickly when producers 
fail to cover fixed costs, and funds are rapidly 
exhausted if production proceeds in conditions 
that make it impossible to recover current (vari-
able) expenditures. 

Are crop farmers covering total costs? Only 
some portion of fixed costs? Less than variable 
costs? An exploration of market prices, average 
yields per acre, and typical costs per acre helps 
answer these questions. Comparisons among 
regions can be drawn by examining crop pro-
duction budgets, which provide representative 
costs for major crops throughout the country, 
and data on yields per acre at the national, state, 
and county levels.2 In the analysis that follows, 
variable, fixed, and total costs per unit of pro-
duction will be compared with season average 
prices and the government support or target 
prices for six important crops in major produc-
tion areas.3 

The relationships among costs, prices, and 
productivity ultimately determine farm profits 
and production patterns on a regional, state, 
and intrastate basis. This article, with its accom-
panying charts and tables, presents costs and 
returns information for major crop-producing 
regions with special attention given to the six 
southeastern states located within the Sixth 
Federal Reserve District. For the most part, the 
analysis utilizes average results for 1981-85 to 
represent the normal experience in all areas.4 

Corn: Costs, Prices, Yields 

The nation's most important crop in terms of 
acreage and income is corn, and economic 
results from its production have a major impact 
on crop farmers' overall financial prospects. A 
look at the effects of costs, prices received for 
corn, and yields per acre on farmers' returns in 
various regions provides a good illustration of 
how these factors mesh to determine farmers' 
financial well-being. Table 1 shows the per acre 
costs of producing corn in five U.S. Department 

1 0 

of Agriculture (USDA) production areas, as well 
as calculations of yields required to cover total 
and variable costs per acre at season-average 
market prices for corn during 1981 -85. (All tables 
are grouped at the end of the article beginning 
on page 20.) Averages of actual yields for the 
five-year period from 1981 to 1985 are shown by 
producing region and are assumed to represent 
the area's normal production level. 

The total costs of producing corn vary by more 
than $100 per acre, or 42 percent, among the 
various regions, about the same percentage as 
the variation in yields, which ranged from a low 
of 78 bushels in the Southeast to a high of 110 
bushels per acre in the Lake Stated/Corn belt 
(Midwest) area. 

Assuming normal production, total costs 
averaged $2.67 per bushel for the United States 
but ranged from $2.61 in the Lake States to $3.18 
in the Southwest. This spread between the 
highest and lowest cost areas was propor-
tionately less than the 45 percent difference in 
average yields. Thus, yields alone are not a suffi-
cient indicator of the most efficient areas of pro-
duction. Cost and market price variations be-
tween regions can offset yield differences. 

Chart 1 compares corn production costs per 
bushel and market prices in each area. Only in 
the Northeast and the Lake States did the 
market price exceed the average production 
cost based on average yields. All areas covered 
variable costs as well as the majority of fixed 
costs based on average 1981-85 figures. With 
target prices guaranteeing returns to participat-
ing growers at $2.80 per bushel, the average 
grower in most areas saw profits from corn pro-
duction during this period. However, producers 
in the Northern Plains, the Southeast, and the 
Southwest experienced losses. For the nation, 
profits averaged 13 cents per bushel, or about 
$14 per acre, amounting to about a 5 percent 
return on a total cost of $282 per acre. 

The Southwest has typically commanded the 
highest market prices for corn because of its 
limited production and its remoteness from the 
major midwestern producing area. These rela-
tively high prices have helped to stem growers' 
losses in Texas and California. In the Southeast, 
however, production costs are even higher, and 
farmers receive much less of a price premium for 
their products. Southeastern producers, then, 
are under more financial pressure than those in 
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other areas of the country, largely because of 
lower yields and high costs per bushel. 

Corn in the Sixth District. Corn is the second 
most important crop in the states of the Sixth 
Federal Reserve District—Alabama, Florida, 
Georgia, Louisiana, Mississippi, and Tennessee— 
as measured by planted acreage.5 Each of the 
six states considered here devotes some acre-
age to corn production, but Georgia and Ten-
nessee account for about two-thirds of the 
region's acreage (Table 1). Despite the impor-
tance of this crop in the region, the District 
states do not produce enough corn to meet their 
needs and must import the majority of their 
livestock and poultry feed from other regions. 
Corn can be planted early in the season (Feb-
ruary and March) in much of the area, and it 
matures ahead of the nation's major production 
in the Cornbelt. District farmers can normally 
get somewhat higher prices than midwestern 
growers because their crop is available just 
before the Cornbelt's harvesting season begins. 
This price advantage helps to offset in part the 
handicap of average yields that are less than 
three-fourths the nation's. 

Producers in the District states enjoy some 
cost advantages over the average national pro-
ducer as well. Although total variable costs run 
slightly higher than the U.S. average, fixed costs 
are substantially lower because of lower land 
prices, so that total regional costs per acre are 
about 14 percent below the average for the 
United States. However, because of lower yields, 
costs per bushel in the region are substantially 
higher than the U.S. average. As a result, area 
producers who were not participating in the 
government program lost an average of about 
27 cents per bushel, whereas nonprogram pro-
ducers at the national level lost an average of 
13 cents per bushel. 

Given the average market price of $2.97 per 
bushel, the typical southeastern producer would 
have needed 82 bushels per acre to cover total 
costs. In the United States the yield per acre 
required to cover total costs was 101 bushels. In 
the Sixth District, only Louisiana obtained 
yields high enough to cover total costs; most of 
the other states were short by at least 8 bushels 
per acre. However, all states exceeded the num-
ber of bushels needed to cover variable costs. 
Thus, the average producer had returns over 
and above out-of-pocket expenses to apply 

Chart 1. 
Corn: Per-Unit Production Cost 
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Sources: U.S. Department of Agriculture (USDA), National Eco-
nomics Division, Economic Research Division, Econo-
mic Indicators of the Farm Sector Costs of Production 
1985 (August 1986); USDA, Agricultural Statistics Board, 
National Agricultural Statistics Service, Agricultural 
Prices: 1986 Summary (June 1987) and Agricultural 
Prices: (1986); other information computed by the 
authors. 

toward fixed costs, which would not have been 
covered had production ceased. 

Corn yields varied widely within states and, it 
may also be presumed, among farmers within 
individual counties. Faring much better than 
other areas of the region, 13 of Louisiana's 
parishes (counties), accounting for 68 percent of 
the harvested corn acreage, exceeded the 
79 bushels per acre needed in that state to 
cover total costs. Only two parishes, with less 
than I percent of the acreage, failed to produce 
the 44 bushels per acre needed to cover vari-
able costs. 
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Mississippi producers, who benefited from a 
higher market price than other District states, 
needed the fewest bushels per acre to cover 
total costs. All Mississippi counties exceeded 
the 43 bushels per acre needed to cover vari-
able costs and enjoyed a substantial margin of 
return above variable costs. Returns beyond 
variable costs, coupled with the unattractive-
ness of other alternatives such as soybeans, 
wheat, and grain sorghum, may explain the 
expansion in Mississippi's harvested acreage in 
corn since 1985. 

States with serious losses from corn produc-
tion were Alabama and Florida. None of Ala-
bama's counties and only a few of Florida's 
counties covered total costs; one-third of the 
harvested acreage in both states failed to cover 
variable costs. Not surprisingly, acreage drop-
ped sharply from 1985 to 1987. 

Corn producers in Georgia and Tennessee 
covered variable costs, but relatively few covered 
total costs. The majority of Georgia's producers 
covered less than half of their fixed costs, and 
acreage dropped by more than one-third from 
1985 to 1987. On the other hand, a majority of 
Tennessee's producers covered more than half 
of their fixed costs, and acreage reduction was 
substantially less than in Georgia. 

Soybeans: A Low-Cost Crop 

The economic feasibility of soybean farming, 
I ike that of corn, depends on the balance among 
costs, prices, and yields. Table 2 compares soy-
bean production in the nation's four major grow-
ing areas with U.S. production overall. Total 
costs per acre were highest in the Lake States 
region, where yields were also highest. Yields 
were lowest in the Delta and Southeast regions; 
costs per acre were lowest in the Delta region. 
Moderately low costs and high yields gave the 
Northern Plains states the lowest average pro-
duction cost per bushel over the five-year 
period. 

The Southeast region, as defined by the 
USDA, in the case of soybeans includes the Car-
olinas, Virginia, and Kentucky, as well as the 
Sixth Federal Reserve District states. This area 
recorded the highest costs per bushel. Chart 2 
shows that average market prices exceeded 
total costs per bushel in only the Northern 

Plains and Lake States regions. However, all 
regions covered variable and most of their fixed 
costs. In this situation, most producers would be 
expected to continue growing soybeans unless 
other enterprises proved more profitable or 
financial reserves had been exhausted. The fact 
that national acreage had fallen less than 7 per-
cent by 1987 confirms the relative appeal of soy-
bean production. 

Soybeans in the Sixth District For the more 
narrowly defined six-state region, soybeans 
have been the most important field crop mea-
sured by both planted acreage and cash re-
ceipts. Soybeans typically cover nearly half of 
the total harvested cropland in the District 
states, and revenue from soybeans accounts for 
about one-fourth of total cash receipts from 
crops. Soybean production has played a major 
role in shaping the financial condition of farmers 
in this region and is, in fact, a source of signifi-
cant economic difficulties in the area. 

The popularity of soybeans here can be traced 
in part to the crop's adaptability to low-fertility 
soils prevalent in the region. The symbiotic 
relationship of the crop with bacteria in the soil 
enables it to produce some nitrogen for its own 
use, so that soybeans can be grown with less 
expense for commercial fertilizer than most 
other crops. Requirements for cultivation and 
herbicides for weed control are also relatively 
low since in normal weather the crop quickly 
produces a canopy of vegetative growth that 
tends to shade out competing weeds and 
grasses. The crop's relatively short growing 
season allows for planting as late as July with lit-
tle reduction in yields per acre, provided suffi-
cient moisture is available to support normal 
growth. This short growing season makes it pos-
sible for regional farmers to plant soybeans 
immediately following the harvest of early-
growing small grain crops such as winter wheat, 
oats, rye, and barley. When successful, this 
double-cropping approach enables farmers to 
expand the total crop revenue produced from 
an acre of land within a single year as well as to 
spread fixed costs over more units of output. 

Adaptability to a wide range of soil types and 
ease of production contribute to low costs per 
acre. Although variable costs per acre are higher 
in this six-state region than in the nation as a 
whole, the nation's fixed costs are 50 percent 
higher than the District's largely because of the 
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higher cost of land (see Table 2). The fixed cost 
advantage becomes especially significant when 
growers can spread these costs over an addi-
tional crop through the practice of double crop-
ping. (No allowance was made for double 
cropping in the cost calculations presented in 
this study.) 

During the past decade, prospects for high 
profits were an additional impetus for the rapid 
expansion in soybean acreage in the region. 
Prices at times moved above $9 per bushel as 
compared with a season-average price of ap-
proximately $5 per bushel in 1985. The sharp 
reduction in price since 1980 explains much of 
the difficulty farmers have experienced during 
the past five years. Total costs, by comparison, 
declined relatively little during this time. The 
squeeze between falling market prices and 
relatively steady production costs eradicated 
profits for most producers and contributed to 
heavy losses for many less efficient farmers. 

Soybean yields per acre, like corn yields, were 
lower on average in these six states than in the 
nation as a whole (Table 2). The region's produc-
tion level was only 80 percent of the comparable 
U.S. average of 30 bushels per acre in the 1981-
85 period. 

Total costs per bushel of soybeans in the Dis-
trict states averaged $6.25 compared to a market 
price of $6.12. Thus, the region's soybean pro-
ducers not only failed to cover costs but lost 
about 13 cents per bushel on average during the 
period (Table 2). 

Despite growing losses since 1980, Sixth Dis-
trict farmers continued to plant soybeans, 
though acreage has shrunk. The obvious reason 
for continuing production was that in all six 
states, farmers covered more than variable 
costs; in Louisiana and Florida, fixed costs were 
covered as well. After paying out-of-pocket 
costs, farmers in the region as a whole still 
retained a significant amount to apply toward 
fixed costs, which would not have been covered 
had production ceased (Table 2). The added 
possibilities of meeting a portion of fixed costs 
with a second crop, such as winter wheat, grown 
on the same land made continued soybean pro-
duction in the region even more attractive. 

As with corn, soybean yields vary markedly 
from area to area within states and even from 
farm to farm. Analysis reveals that some areas 
across the six-state region profited from soy-

Chart 2. 
Soybeans: Per-Unit Production Cost 
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bean production while most producers suffered 
losses. In Tennessee, 33 counties, accounting for 
about 38 percent of the total acreage, attained 
yields and total returns high enough to equal or 
exceed total costs. Some other states did not 
fare as well. However, a significant portion of 
counties in other District states attained returns 
at or above the break-even levels. Both prices 
and yields fell in 1986, and by 1987 acreage in 
the six District states had dropped 25 percent 
below its level in 1985, no doubt reflecting the 
continuing failure and retrenchment of farm-
ing operations. 
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Wheat: Double-Cropping 
Offsets High Costs 

Production of wheat is more widely dispersed 
across the United States than any other crop. 
Table 3 lists seven separate wheat-growing 
regions, but two areas—the Central and South-
ern Plains states—account for about two-thirds 
of the nation's harvested acreage. At 77 bushels 
per acre, yields were highest in the Southwest, 
where irrigation costs pushed up the region's 
production costs to $345 per acre, the highest in 
the nation. These costs are triple those in the 
Southern Plains, where the average yield of 31 

bushels is the lowest of all regions. Wide var-
iations in yields and costs from area to area con-
tribute to large disparities in wheat production 
costs per bushel. Based on five-year average 
yields, the Northeast registers the highest total 
production cost—$4.60 per bushel, compared to 
$3.12 per bushel in the Northern Plains states. 

Chart 3 shows the variations in production 
costs from region to region. The average market 
price from 1981 to 1985 was not high enough to 
cover total production costs in any region ex-
cept the Northern Plains. Prices were too low to 
cover as much as two-thirds of fixed costs in two 
regions—the Northeast and the Southeast-
suggesting that producers in these regions were 
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under the most financial pressure from wheat 
production operations. However, double crop-
ping in the Southeast might have enabled those 
producers to cover a larger portion or perhaps 
all of their fixed costs. With normal yields and an 
average target price of $4.18 per bushel avail-
able to growers participating in the government's 
wheat program, only producers in the Northeast 
and Southwest failed on average to break even. 
Declines in wheat acreage since 1985 largely 
reflect reductions in areas where wheat was pro-
duced outside of government programs and 
therefore resulted in large losses to producers. 

Wheat in the Sixth District. In the six-state 
region, commercial wheat production is a rela-
tively new enterprise. Some farmers have suc-
cessfully combined wheat in a double cropping 
pattern with soybeans. Yields of soybeans fol-
lowing a wheat crop are usually not equal to the 
levels obtainable when soybeans are grown 
alone. Nevertheless, when fixed land and ma-
chinery costs are spread over both crops, net 
returns can be greater than when a single crop is 
produced. The potential for double cropping 
was an important impetus for expanding winter 
wheat acreage in the region during the 1970s. 

Wheat yields in the District as a whole and 
from state to state roughly parallel national 
norms. Regional production costs per bushel 
are higher than the national average, and prices 
fail, by a large margin, to cover total costs (see 
Table 3). Nevertheless, wheat production in the 
six states has met farmers' variable costs and a 
portion of their fixed costs; it has also provided 
additional revenue as a second crop planted on 
the same acreage during the same year. 

District producers would have needed yields 
above 40 bushels per acre to cover total costs at 
average market prices. Although some individ-
ual producers obtained yields above 60 bushels 
per acre, only 14 counties in all six states 
obtained average yields above 40 bushels per 
acre on average over the five-year period. At the 
other extreme, in only one county did five-year 
average yields fall below the level needed to 
cover variable costs. Nonetheless, acreage has 
declined rather sharply since 1985 along with 
the drop in market prices. Wheat prices would 
have to exceed $5 per bushel, $2 above the 
average market price received in 1985, to bring 
most below-average producers to the break-
even level in wheat production. 
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Cotton: High Yields Boost Returns 

The USDA delineates four principal cotton-
producing areas stretching across the nation's 
southern tier of states. The Southern Plains 
region, including Texas, New Mexico, and Okla-
homa, accounts for half the nation's total acre-
age. The Southeast—which in this instance 
includes Alabama, Florida, Georgia, and North 
and South Carolina—and the Delta are two other 
prominent regions. Table 4 shows that total 
costs range from a low of $248 per acre in the 
Southern Plains to more than three times that 
level in the irrigated Southwest region, which 
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Chart 5. 
Peanuts: Per-Unit Production Cost 
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includes Arizona and California. Yields also vary 
widely, with the Southwest normally producing 
three times more cotton per acre than the 
Southern Plains states. 

Chart 4 indicates that average total costs per 
pound were much closer together for all regions 
than were costs per acre. Total costs exceeded 
average market prices in all regions. While this 
shortfall was most severe in the Southern Plains 
states, where the majority of fixed costs were not 
covered, other producing areas also failed to 
cover substantial proportions of fixed costs at 
average market prices. In all areas, average pro-
ducers qualifying for the target price of 76 cents 
per pound were able to cover total costs. 

Cotton in the Sixth District. Ranking third 
among crops in the six states of the Sixth 
Federal Reserve District, cotton production has 
historically been one of the most important 
agricultural activities in the region. Although 
acreage has declined in recent decades as the 
Southwest has become a more prominent cot-
ton producer, cotton remains a major source of 
agricultural income in the river delta areas. 

The average producer in the region failed to 
cover total costs when returns were limited to 
the market price alone (Table 4). Nevertheless, 
as an average of the 1981-85 period, relatively 
high yields were sufficient to cover variable 
costs and most of the fixed costs in the,region 
(Chart 4). Producers outside of the government 
program had about 22 cents per pound to apply 
towards the fixed costs of around 28 cents per 
pound. The average producer in the region 
needed 726 pounds of lint per acre to recoup 
total costs based on the 1981 -85 average market 
price. Average yields in Mississippi exceeded 
the break-even level, and so cotton production 
was slightly profitable to the typical producer in 
that state even without government payments. 

Peanuts: Prospects Are Good 

Of all the crops considered here, the eco-
nomic outlook for peanut production is perhaps 
brightest. Table 5 shows costs for the three prin-
cipal peanut-producing areas in the nation. Per-
acre costs are highest in the North Carolina/ 
Virginia region and lowest in the Southern 
Plains states. Average yields are highest—about 
70 percent above the average for the Southern 
Plains—in the southeastern region that includes 
the states of Alabama, Florida, and Georgia. 

Chart 5 indicates average total costs per 
pound are highest in the Southern Plains and 
lowest in the three-state southeastern region, 
which has large yields. In all three areas, the 
average 1981-85 market price exceeded the 
total cost per pound. Profits are greatest in the 
Southeast, where nearly 60 percent of the 
nation's harvested acreage is produced. 

Peanuts in the Sixth District. The acreage 
devoted to peanuts is tightly controlled by 
government marketing quotas and price sup-
port programs, and only three of the Sixth 
Federal Reserve District states have significant 
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commercial acreage. However, the rigid price 
supports provided by government programs 
make peanuts one of the District's more valu-
able crops. Prices of peanuts grown within 
poundage quotas were supported at an average 
of 27 cents per pound in the 1981-85 period. 
Peanuts marketed in addition to quotas were 
supported at an average of 10 cents per pound. 
Because the average variable cost is approx-
imately equal to the support price for additional 
production even in Georgia, the most efficient 
area, output above quotas has been limited. 
The effectiveness of the government peanut 
program in supporting prices and incomes of 
producers is indicated by the comparisons of 
prices and costs shown in Chart 5. In all regions, 
the support price and the average market price 
were well above the total cost per pound. 

In Alabama, average county yields indicate 
that only 1 percent of the state's acreage failed 
to reach the break-even point on average during 
the five-year period from 1981 to 1985. All pro-
ducing counties in Florida and Georgia record-
ed average yields above the levels needed to 
cover total costs. Hence, all counties throughout 
the peanut-growing region of the District states 
far exceeded the yield needed to cover variable 
costs and practically all covered fixed costs as 
well (see Table 5). Acreage in all states re-
mains strictly governed by poundage market-
ing quotas. 

Rice: Acreage Is Declining 

California, the Delta, and the Gulf are the 
nation's three main rice-producing areas, as 
shown in Table 6. Total costs and yields per acre 
are highest in California, where about 16 per-
cent of the acreage is located. Total costs are 
lowest in the Delta region, which produces 
about one-half of the nation's acreage. However, 
California has the lowest cost per hundred-
weight of rice produced, and the Gulf region has 
the highest cost, largely because of its relatively 
low yields. Average total costs have typically 
exceeded the average market price in all re-
gions, and growers without the assistance of the 
target price have incurred heavy losses. In all 
regions, rice acreage declined both during the 
1981-85 period and following 1985 in response 
to economic difficulties stemming from rising 

Chart 6. 
Rice: Per-Unit Production Cost 

Dollars a n d Return by Region* 
per (1981-85 Average) 

Cwt* 

12.0 J 

10.8 -

9.6 -

Ì.4 -

7.2 -

6.0 -

4.8 

3.6 -

2.4 -

1.2 -

0 i 
] Fixed Cost Average Price 1981-85 

Variable Cost .Target Price 1981-85 
* For definition of regions, see Table 6. 

** Hundredweight (100 pounds). 

Sources: See Chart 1. 

costs and waning international demand for 
U.S. rice. 

Chart 6 compares costs and returns in each 
producing region with the U.S. average. In all 
cases, the revenue from the average market 
price covered all variable costs, but only the 
Delta region came close to covering all costs. 
However, an average target price of $ 11.35 per 
hundredweight available to producers partic-
ipating in the government program during the 
1981 -85 period made rice production profitable 
in all areas. 

Rice in the Sixth District. Louisiana and Mis-
sissippi are the only two rice-producing states 
in the Sixth District. Rice has long been an 

FEDERAL. RESERVE BANK OF ATLANTA I 7 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

March 1988



important income-earning crop in the Gulf re-
gion of Louisiana. The delta areas of Mississippi 
and North Louisiana began producing rice more 
recently than the Gulf region. 

During the first half of the 1980s, rice pro-
ducers fell upon hard times as market prices 
declined from over $14 per hundredweight in 
1981 to around $6.50 in 1985, reflecting shrinking 
export markets and surplus production. Aver-
age yields in the two states indicate that re-
gional producers are not as efficient as their 
counterparts elsewhere in the nation. Even 
though the per-acre costs of producing rice are 
not as high as the nation's, primarily because of 
the region's lower costs for land and irrigation, 
the area's cost per hundredweight is typically 
substantially higher than the nation's average. 
Without program benefits, rice producers in 
both the District and the nation would have lost 
money (Table 6). 

In neither Louisiana nor Mississippi did 
average parish or county yields reach the amount 
required to cover total costs (see Table 6). In 
both states, average county (parish) yields well 
exceeded the levels needed to cover variable 
costs, but the majority of fixed costs were 
covered only by Mississippi producers. Based 
on five-year average yields, farmers need a 
market price of about $11 per hundredweight to 
cover average total costs. However, with govern-
ment payments set at an average target price of 
$11.35 per hundredweight, most participating 
producers realized a profit from their rice 
enterprise. 

Summary: Productivity Is Crucial 

It seems clear that for most of the crops con-
sidered here, the average farmer's profits de-
pend heavily on government programs, espe-
cially support payments that raise per-unit 
revenue to the target price level. In the absence 
of these payments, many farmers would ap-
parently be unable to cover their fixed costs. 
Indeed, based on average market prices for the 
1981-85 period, average producers in most 
regions could not cover all of their fixed costs. 
The exceptions were peanut producers in all 
regions, corn producers in the Northeast, and 
soybean producers in the Northern Plains. 

Even so, in a number of regions average pro-
ducers attaining normal yields were not far from 
break-even levels. For example, with a 10 per-
cent reduction in costs and a 10 percent in-
crease in prices, corn production would have 
been profitable in all areas except the South-
east, where low average yields prohibit com-
petitiveness. With similar price-cost adjust-
ments, soybean production would be profitable 
in all areas; wheat would be profitable in all but 
the high-cost southwestern and northeastern 
areas; and cotton production would break even 
or return a profit except in the Southwest, where 
average production costs are highest. Because 
of the relatively high support prices for Reanuts, 
production is profitable throughout the growing 
regions without price or cost adjustments. 
However, were the support price to be removed, 
it is doubtful that any areas could cover current 
costs, if the price for peanuts marketed above 
quota is an indication of the free market price. 
Rice producers, too, are quite dependent on 
the government support program. Even with a 
10 percent adjustment in price and costs, 
average producers in all areas would still lose 
money. 

Prices of several farm commodities did in-
crease in 1987 as government-subsidized ex-
port programs and the lower price of the dollar 
against foreign currencies improved exports. 
Although average market prices for most com-
modities remain below break-even levels in 
most producing regions, early 1988's soybean 
prices—near $6.00 per bushel—restore a profit 
potential for that crop in almost all production 
areas outside the Southeast. Despite recent 
price advances, typical producers of the other 
five crops analyzed here must still depend on 
government programs for profitability. 

From a different perspective, many farmers 
with 1 ow yiel ds are pul 1 ing productivity averages 
down and consequently are pushing average 
costs up. Average yields by counties in south-
eastern states indicate that, indeed, without 
substantially higher prices or productivity many 
crop farmers will have to either shift to different 
products in the future or go out of business. 

Most southeastern states also have efficient 
areas of production that far surpass the state's 
average performance. These areas can show 
profits, even while others are failing. Georgia's 
top soybean-producing counties, for example, 
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obtained yields more than three times higher 
than the lowest counties and nearly double the 
state's average. 

Productivity, then, is one way farmers can 
affect their financial well-being and cost per unit 
of output. Overall, increasing productivity may 
call for implementing new technology, improv-
ing management styles, changing crops, or even 

idling marginal farmland. Farmers with insur-
mountable debts, poor soil, or other problems 
that limit productivity will probably have to 
leave farming because only those with a work-
able combination of high yields, low per-unit 
costs, and low fixed financial commitments are 
likely to survive. 
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Table 1. 
Corn Production: Costs, Prices, and Productivity by Region1 

U.S. Department of Agriculture Regions .2 Sixth Federal Reserve District States 

North-
east 

South-
east 

Lake 
States/ 

Com belt 
Northern 
Plains 

South-
west 

United 
States 

Ala-
bama 

Flor-
ida 

Geor-
gia 

Loui-
siana 

Missis-
sippi 

Tennes-
see District 

Costs Per Acre:3 

Variable ($) 
Fixed ($) 
Total ($) 

128 
126 
254 

135 
108 
243 

128 
159 
287 

125 
163 
288 

173 
174 
347 

129 
154 
283 

135 
108 
243 

135 
108 
243 

135 
108 
243 

135 
108 
243 

135 
108 
243 

135 
108 
243 

135 
108 
243 

Yield Per Acre (Bu): 
Average 1981-85 95 78 110 105 109 106 64 64 75 95 64 83 74 

Average Costs Per Bu 
Based on 5-Year 
Average Yields: 

Variable ($) 
Fixed ($) 
Total ($) 

1.35 
1.33 
2.67 

1.73 
1.38 
3.11 

1.16 
1.45 
2.61 

1.19 
1.55 
2.74 

1.59 
1.60 
3.18 

1.22 
1.45 
2.67 

2.11 
1.69 
3.80 

2.11 
1.69 
3.80 

1.80 
1.44 
3.24 

1.42 
1.14 
2.56 

2.11 
1.69 
3.80 

1.63 
1.30 
2.93 

1.80 
1.44 
3.24 

Average Price Per Bu 
1981-85 ($) 
Target Price 1981-85 ($) 

2.94 
2.80 

2.92 
2.80 

2.66 
2.80 

2.38 
2.80 

3.11 
2.80 

2.80 
2.80 

2.87 
2.80 

2.94 
2.80 

2.94 
2.80 

3.07 
2.80 

3.15 
2.80 

2.87 
2.80 

2.97 
2.80 

Yield (Bu per acre) 
Required to Cover: 

Total Cost 
Variable Cost 

86 
44 

83 
46 

108 
48 

121 
53 

112 
56 

101 
46 

85 
47 

83 
46 

83 
46 

79 
44 

77 
43 

85 
47 

82 
45 

Area Harvested 
(000 acres): 

Average 1981 -85 2,000 6,390 46,256 11,018 1,582 69,176 385 212 978 83 89 650 2,397 

1Components have been rounded and therefore may not add to totals, which are based on actual figures. 
2Northeast includes Pennsylvania and New York. Southeast includes Alabama, the Carolinas, Florida, Georgia, Kentucky, Louisiana, Mississippi, Tennessee, and Virginia. Lake 
States/Corn belt includes Iowa, Minnesota, Michigan, Illinois, Missouri, Indiana, Ohio, and Wisconsin. Northern Plains includes Nebraska, South Dakota, Kansas, and Colorado. 
Southwest includes Texas and California. 

3The U.S. Department of Agriculture (USDA) does not provide average costs per acre for individual states. Cost estimates for states in the Sixth Federal Reserve District are costs 
for the USDA region that includes the state. 

Sources: Information on costs per acre supplied by the U.S. Department of Agriculture (USDA), National Economics Division, Economic Research Service, Economic Indicators of the Farm Sector: Costs of 
Production 1985 (August 1986); information on yield per acre and area harvested provided by the USDA, Agricultural Statistics Board, National Agricultural Statistics Service, Crop Production (annual 
summaries for 1981 -86); data for prices per unit and target/support prices from the USDA, Agricultural Statistics Board, National Agricultural Statistics Sen/ice, Agricultural Prices: 1986 Summary (June 
1987) and Agricultural Prices: 1986 (1986); state data supplied by various state agricultural statistics sen/ices; other information computed by the authors. 
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Table 2. 
Soybean Production: Costs, Prices, and Productivity by Region1 

U.S. Department of Agriculture Regions2 Sixth Federal Reserve District States 
Lake 

States/ Northern United Ala- Flor- Geor- Loui- Missis- Tennes-
Cornbelt Southeast Delta Plains States bama ida gia siana sippi see District 

Costs Per Acre:3 

Variable ($) 54 
Fixed ($) 146 
Total ($) 200 

Yield Per Acre (Bu): 
Average 1981-85 34 

Average Costs Per Bu 
Based on 5-Year 
Average Yields: 

Variable ($) 1.59 
Fixed ($) 4.29 
Total ($) 5.88 

Average Price Per Bu 
1981 -85 ($) 6.02 
Support Price 1981 -85 ($) 5.02 

Yield (Bu per acre) 
Required to Cover: 

Total Cost 33 
Variable Cost 10 

Area Harvested 
(000 acres): 

Average 1981 -85 36,884 

74 
81 

155 

24 

3.08 
3.38 
6.46 

6.15 
5.02 

25 
12 

61 
84 

145 

24 

2.54 
3.50 
6.04 

5.68 
5.02 

26 
11 

18,408 9,710 

44 
110 
154 

29 

1.52 
3.79 
5.31 

5.90 
5.02 

26 
7 

4,875 

58 
124 
182 

30 

1.93 
4.13 
6.07 

6.02 
5.02 

30 
10 

65,270 

74 
81 

155 

23 

3.21 
3.52 
6.74 

6.06 
5.02 

26 
12 

1,584 

74 
81 

155 

25 

2.96 
3.24 
6.20 

6.24 
5.02 

25 
12 

336 

74 
81 

155 

22 

3.36 
3.68 
7.05 

5.99 
5.02 

26 
12 

2,020 

61 
84 

145 

24 

2.54 
3.50 
6.04 

6.16 
5.02 

24 
10 

2,606 

61 
84 

145 

23 

2.65 
3.65 
6.30 

6.17 
5.02 

24 
10 

3,234 

74 
81 

155 

25 

2.96 
3.24 
6.20 

6.12 
5.02 

25 
12 

1,986 

68 
82 

150 

24 

2.83 
3.42 
6.25 

6.12 
5.02 

25 
11 

11,589 

1 Components have been rounded and therefore may not add to totals, which are based on actual figures. 
2Lake States/Corn belt includes Illinois, Minnesota, Michigan, Iowa, Missouri, Indiana, Ohio, and Wisconsin. Southeast includes Alabama, the Carolinas, Florida, Georgia, Ken-
tucky, Tennessee, and Virginia. Delta includes Arkansas, Mississippi, and Louisiana. Northern Plains includes Nebraska, South Dakota, and Kansas. 

3The U.S. Department of Agriculture (USDA) does not provide average costs per acre for individual states. Cost estimates for states in the Sixth Federal Reserve District are 
costs for the USDA region that includes the state. 

Sources: See Table 1. 
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Table 3. 
Wheat Production: Costs, Prices, and Productivity by Region1 

U.S. Department of Agriculture Regions2 Sixth Federal Reserve District States 

North-
east 

South-
east 

Lake 
States/ 
Cornbelt 

Northern 
Plains 

Central 
Plains 

Southern 
Plains 

South-
west 

United 
States 

Ala-
bama 

Flor-
ida 

Geor-
gia 

Loui-
siana 

Missis-
sippi 

Tennes-
see District 

Costs Per Acre:3 

Variable ($) 
Fixed ($) 
Total ($) 

81 
117 
198 

73 
68 

141 

71 
97 

168 

44 
87 

131 

39 
83 

122 

51 
64 

115 

168 
177 
345 

52 
85 

137 

73 
68 

141 

73 
68 

141 

73 
68 

141 

73 
68 

141 

73 
68 

141 

73 
68 

141 

73 
68 

141 

Yield Per Acre (Bu): 
Average 1981-85 43 36 46 42 35 31 77 38 36 33 35 37 36 37 36 

Average Costs Per Bu 
Based on 5-Year 
Average Yields: 

Variable ($) 
Fixed ($) 
Total ($) 

1.88 
2.72 
4.60 

2.03 
1.89 
3.92 

1.54 
2.11 
3.65 

1.05 
2.07 
3.12 

1.11 
2.37 
3.49 

1.65 
2.06 
3.71 

2.18 
2.30 
4.48 

1.37 
2.24 
3.61 

2.03 
1.89 
3.92 

2.21 
2.06 
4.27 

2.09 
1.94 
4.03 

1.97 
1.84 
3.81 

2.03 
1.89 
3.92 

1.97 
1.84 
3.81 

2.03 
1.89 
3.92 

Average Price Per Bu 
1981-85 ($) 
Target Price 1981-85 ($) 

3.30 
4.18 

3.24 
4.18 

3.23 
4.18 

3.44 
4.18 

3.41 
4.18 

3.50 
4.18 

3.90 
4.18 

3.43 
4.18 

3.17 
4.18 

3.00 
4.18 

3.11 
4.18 

3.45 
4.18 

3.31 
4.18 

3.22 
4.18 

3.21 
4.18 

Yield (Bu per acre) 
Required to Cover: 

Total Cost 
Variable Cost 

60 
25 

44 
23 

52 
22 

38 
13 

36 
11 

33 
15 

88 
43 

40 
15 

44 
23 

47 
24 

45 
23 

41 
21 

43 
22 

44 
23 

44 
23 

Area Harvested 
(000 acres): 

Average 1981 -85 378 6,409 7,256 3,813 18,758 11,786 1,007 70,609 506 79 1,013 311 622 613 3,065 

1 Costs are based on winter wheat production in each region and all wheat in the United States. Components have been rounded and therefore may not add to totals, which'are based 
on actual figures. 

^Northeast includes Pennsylvania and New York. Southeast includes Alabama, Arkansas, the Carolinas, Florida, Georgia, Kentucky, Louisiana, Mississippi, Tennessee, and Virginia. Lake 
States/Cornbelt includes Missouri, Illinois, Indiana, Ohio, and Michigan. Northern Plains includes Idaho, Montana, and Wyoming. Central Plains includes Kansas, South Dakota, Nebraska, 
and Colorado. Southern Plains includes Texas, New Mexico, and Oklahoma. Southwest includes California and Arizona. 

sThe U.S. Department of Agriculture (USDA) does not provide average costs per acre for individual states. Cost estimates for states in the Sixth Federal Reserve District are 
costs for the USDA region that includes the state. ' 

Sources: See Table 1. 
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Table 4. 
Cotton Production: Costs, Prices, and Productivity by Region1 

U.S. Department of Agriculture Regions2 Sixth Federal Resen/e District States 
South-
east Delta 

Southern 
Plains 

South-
west 

United 
States 

Ala-
bama 

Flor-
ida 

Geor-
gia 

Loui-
siana 

Missis-
sippi 

Tennes-
see District 

Costs Per Acre:3 

Variable ($) 
Fixed ($) 
Total ($) 

265 
172 
436 

231 
187 
418 

131 
117 
248 

435 
385 
820 

212 
180 
392 

265 
172 
436 

265 
172 
436 

265 
172 
436 

231 
187 
418 

231 
187 
418 

231 
187 
418 

238 
183 
421 

Yield Per Acre (Lbs): 
Average 1981-85 660 651 358 1,095 605 640 677 619 639 730 508 660 

Average Costs Per Lb 
Based on 5-Year 
Average Yields: 

Variable ($) 
Fixed ($) 
Total ($) 

0.40 
0.26 
0.66 

0.35 
0.29 
0.64 

0.37 
0.33 
0.69 

0.40 
0.35 
0.75 

0.35 
0.30 
0.65 

0.41 
0.27 
0.68 

0.39 
0.25 
0.64 

0.43 
0.28 
0.71 

0.36 
0.29 
0.65 

0.32 
0.26 
0.57 

0.45 
0.37 
0.82 

0.36 
0.28 
0.64 

Average Price Per Lb 
1981-85 ($) 
Target Price 1981-85 ($) 

0.59 
0.76 

0.59 
0.76 

0.56 
0.76 

0.63 
0.76 

0.58 
0.76 

0.58 
0.76 

0.58 
0.76 

0.58 
0.76 

0.57 
0.76 

0.58 
0.76 

0.58 
0.76 

0.58 
0.76 

Yield (Lbs per acre) 
Required to Cover: 

Total Cost 
Variable Cost 

814 
449 

708 
392 

443 
234 

1,302 
690 

676 
366 

752 
457 

752 
457 

752 
457 

733 
405 

721 
398 

721 
398 

726 
410 

Area Harvested 
(000 acres): 

Average 1981-85 677 2,458 5,407 1,781 10,317 301 17 175 595 999 287 2,377 

1 Components have been rounded and therefore may not add to totals, which are based on actual figures. 

2Southeast includes Alabama, the Carolinas, Florida, and Georgia. Delta includes Mississippi, Missouri, Arkansas, Louisiana, and Tennessee. Southern Plains includes Texas, 
New Mexico, and Oklahoma. Southwest includes California and Arizona. 

3The U.S. Department of Agriculture (USDA) does not provide average costs per acre for individual states. Cost estimates for states in the Sixth Federal Resen/e District are 
costs for the USDA region that includes the state. 

Sources: See Table 1. 
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Table 5. 
Peanut Production: Costs, Prices, and Productivity by Region 1 

U.S. Department of Agriculture Regions2 Sixth Federal Reserve District States 
North 

Carolina/ 
Virginia 

South-
east 

Southern 
Plains 

United 
States 

Ala-
bama 

Flor-
ida 

Geor-
gia 

Loui- Missis- Tennes-
siana sippi see District 

Costs Per Acre:^ 
Variable ($) 
Fixed ($) 
Total ($) 

319 
285 
603 

307 
227 
534 

204 
215 
420 

285 
234 
519 

307 
227 
534 

307 
227 
534 

307 
227 
534 

307 
227 
534 

Yield Per Acre (Lbs): 
Average 1981-85 2,776 3,033 1,747 2,691 2,830 2,990 3,110 3,033 

Average Costs Per Lb 
Based on 5-Year 
Average Yields: 

Variable ($) 
Fixed ($) 
Total ($) 

0.11 
0.10 
0.22 

0.11 
0.07 
0.18 

0.12 
0.12 
0.24 

0.10 
0.09 
0.19 

0.11 
0.08 
0.19 

0.10 
0.08 
0.18 

0.10 
0.07 
0.17 

0.10 
0.07 
0.18 

Average Price Per Lb: 
1981-85 ($) 
Support Price 1981-85 ($)4 

Quota 
Additional 

0.26 

0.27 
0.10 

0.25 

0.27 
0.10 

0.26 

0.27 
0.10 

0.25 

0.27 
0.10 

0.25 

0.27 
0.10 

0.25 

0.27 
0.10 

0.24 

0.27 
0.10 

0.25 

0.27 
0.10 

Yield (Lbs per acre) 
Required to Cover: 

Total Cost 
Variable Cost 

2,319 
1,226 

2,136 
1,228 

1,615 
784 

2,076 
1,140 

2,136 
1,228 

2,136 
1,228 

2,225 
1,279 

2,136 
1,228 

Area Harvested 
(000 acres): 

Average 1981 -85 254 830 320 1,426 200 64 567 830 

1 Components have been rounded and therefore may not add to totals, which are based on actual figures. 

2Southeast includes Alabama, Florida, and Georgia. Southern Plains includes Texas and Oklahoma. 
3The U.S. Department of Agriculture (USDA) does not provide average costs per acre for individual states. Cost estimates for states in the Sixth Federal Reserve District are 

costs for the USDA region that includes the state. 

4Farmers received the quota support price for peanuts produced within the marketing quota. Peanuts marketed in addition to the quota qualified for the lower support 
price. 

Sources: See Table 1. 
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Table 6. 
Rice Production: Costs, Prices, and Productivity by Region1 

U.S. Department of Agriculture Regions2 Sixth Federal Reserve District States 

Delta Gulf California 
United 
States 

Ala- Flor- Geor-
bama ida gia 

Loui-
siana 

Missis-
sippi 

Tennes-
see District 

Costs Per Acre:3 

Variable ($) 
Fixed ($) 
Total ($) 

224 
169 
393 

265 
193 
457 

284 
284 
568 

247 
203 
450 

265 
193 
457 

224 
167 
393 

253 
185 
438 

Yield Per Acre (Lbs): 
Average 1981-85 4,552 4,692 7,076 4,914 4,110 4,442 4,209 

Average Costs Per Cwt 
Based on 5-Year 
Average Yields: 

Variable ($) 
Fixed ($) 
Total ($) 

4.92 
3.71 
8.63 

5.65 
4.11 
9.74 

4.01 
4.01 
8.03 

5.03 
4.13 
9.16 

6.45 
4.70 

11.12 

5.04 
3.76 
8.85 

6.01 
4.40 

10.41 

Average Price Per Cwt 
1981-85 ($) 
Target Price 1981-85($) 

8.61 
11.35 

8.35 
11.35 

6.54 
11.35 

8.02 
11.35 

8.35 
11.35 

8.66 
11.35 

8.51 
11.35 

Yield (Cwt per acre) 
Required to Cover: 

Total Cost 
Variable Cost 

46 
26 

55 
33 

83 
44 

56 
31 

55 
32 

48 
27 

51 
30 

Area Harvested 
(000 acres): 

Average 1981 -85 1,494 950 464 2,908 528 224 752 

1 Components have been rounded and therefore may not add to totals, which are based on actual figures. 
2Delta includes Arkansas, Mississippi, and Missouri. Gulf includes Louisiana and Texas. 
3The U.S. Department of Agriculture (USDA) does not provide average costs per acre for individual states. Cost estimates for states in the Sixth Federal Reserve District are 
costs for the USDA region that includes the state. 

Sources: See Table 1. 
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Notes 

'lust how vulnerable have farmers been to failure? A U.S. 
Department of Agriculture (USDA) study completed in 
1985 classified farmers by various measures of financial 
condition, resulting in four groupings—good, fair, stressed, 
and vulnerable. Farmers in good financial condition had a 
favorable combination of returns and equity so that they 
were under no stress to meet current expenses and'make 
debt payments. Generally, as debt-equity ratios rose and 
returns deteriorated, farms dropped into lower classifi-
cations. 

Overall, 70 percent of commercial farm operators were 
classified in good financial position, while 10 percent were 
classified as vulnerable, meaning that a highly adverse 
combination of returns and equity cushion threatened 
their survival. The vulnerable group held 10 percent of the 
operator-owned assets of commercial farmers and owed 
23 percent of their total debt. These are the operators most 
likely to be found in the group that either exited from 
agriculture during the 1985-86 period or are still highly 
vulnerable to failure. 

2U.S. Department of Agriculture (August 1986). Data on 
yields per acre are provided by state and national agri-
cultural statistics services. 

3The government has attempted to assist crop farmers 
through the provision of various forms of subsidies and 
price support mechanisms. When subsidies are tied to the 
number of units produced, as has most often been the 
case, the larger, more efficient producers tend to gain the 
greatest benefits, with the result that assistance programs 
can increase rather than reduce the disparity between 
high- and low-cost producers. For example, the most pop-
ular technique for providing governmental assistance to 
individual farmers has been the use of the target price sys-
tem. 

A price per unit determined to be sufficient to cover the 
costs of producing a commodity is referred to as a target 
price. When the return from the sale of the commodity in 
the open market falls below the target price, the govern-
ment issues payments to program participants to bring the 
effective per-unit return up to the target price level. To par-
ticipate in a program, a producer is required to have a his-
torical base acreage or a substantiated record of having 
grown the relevant crop for a specified period. When 
acreage reduction provisions are in effect, the producer 
must also cut his acreage by specified amounts to qualify 
for program benefits. 

If, for example, the target price for corn is set at $3.03 per 
bushel and the season average market price is $2.23 per 
bushel, a payment of $0.80 per bushel is made to bring the 
producer's return up to the target price level. An individual 
with 10,000 bushels of corn would receive a payment of 
$8,000. Payments grow larger with increasing output until a 
payment limitation level for individual producers is 
reached. Some argue that fragmentation of large farming 
operations among separate family members can effec-
tively circumvent such limitations on payments. Payments 
reached a total of $7.7 billion in 1985. The majority went to 
the grain-producing states in the Midwest and the Plains. 

4 Although data are available for the 1986 crop year, portions 
of the country, particularly the Southeast, were stricken 
with severe drought that seriously distorted 1986 produc-
tion levels and costs per unit. Using data from 1986 would 
therefore result in atypical comparisons between crops 
and regions. 

5ln the analysis of District states' performance, figures 
encompass the entire area of all states even though por-
tions of three states lie outside official administrative 
boundaries. 
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