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Hiqher farm costs -cause··fower net· 
farm income in 1948. 

The costs of some cash farm expense items 
have increased considerably since World 
War I. Amonq these hiqher items are: 

* Mechanical power 
* Hybrid seed com 
* Chemicals for insect and weed control 
* Artificial insemination 

Keepinq down farm expenses may be of 
increasinq importance in 1948. 





GENERAL SITUATION 
Minnesota farmers are much more commercial

ized in the period following World War II than they 
were after World War I. Farmers are no longer rais
ing horses for power on the farm; they are purchas
ing their power in the form of tractors and motor 
fuel. Other items, such as baby chicks, artificial in
semination, hybrid seed corn, commercial fertilizer, 
and chemicals for insect and weed control, now re
quire cash outlays. Preventive medicine, such as 
vaccination for hog cholera and veterinary expenses 
for mastitis and Bang's disease, are other cash ex
penses that in total are now higher than in the earlier 
period. 

Spending money for increased production has 
been profitable since the war began. However, it may 
well become a serious problem for the farmer when 
prices of farm products fall. Farm costs have not 
risen as much as prices of farm products. This has 
resulted in a larger net income for agriculture, par
ticularly in the last five years. However, farm costs 
have risen considerably, and are likely to go down 
much slower than total farm income. Between 1919 
and 1921 total farm income declined 41 per cent and 
farm costs declined 19 per cent. From 1929 to 1932 
gross farm income declined 54 per cent and farm 
costs declined 41 per cent. 

The figures below indicate the amount of gross 
farm income that has been spent for farm costs in 
the United States (1) before World War I, (2) after 
World War I, (3) during the depression of 1932, 
(4) prior to World War II, and (5) at the present time. 

Farm Production Expenses for Each $100 of Gross 
Farm Income for Selected Years 

1910................................................ $41 193L ........................................... $71 

1919.............................................. 48 1940............................................... 59 

1921................................................ 66 1947................................................ 48 

Note the large share that farm costs were of farm 
income in the depression year of 1932 when farm in
come was lowest. 

Minnesota lends itself to mechanization and in
creased output per man better than some areas of 
the United States. However, mechanization has its 
limitations in livestock enterprises. Hired labor and 
purchased feed remain two of the high cost elements 
in livestock production costs. 

In a recent 15-year period during which much 
improvement has been made on farms in labor-saving 
equipment, dairy farmers in New York state in
creased their output by 28 per cent and used 9 per 
cent more labor; winter-wheat farmers during the 
same period increased their output 51 per cent with 

Farm Costs to Be Higher in 1948 -------
Farm production costs have been increasing 

each year since 1933 and are now at a record 
high. Some of the major expense items that in
creased substantially from 1946 to 1947 were: 
motor power (trucks, tractors, autos), 33 per 
cent; purchased livestock (feeder cattle, etc.), 
about 25 per cent; maintenance and deprecia
tion, 15 to 20 per cent; and feed costs, 15 to 20 
per cent. 

Gross farm income in 1947 increased 5.7 
billion dollars over 1946; farm costs increased 
2.6 billion dollars in the same period, with the 
result that net farm income for 1947 was higher 
than in 1946. However, farm production costs 

no increase in labor; and cash-grain farmers in the 
Corn Belt increased total production by 54 per cent 
and used 12 per cent less labor. The wheat farmers 
and the Corn-Belt farmers increased the use of me
chanical power and other labor-saving devices which 
permitted them to increase the size of their farm 
units and to increase production per man and per 
farm further. The use of hybrid seed corn and better 
varieties of other seeds also helped to increase out
put on these farms and to lower per-unit costs. 

The large-scale operations made possible by 
modern machines and new techniques with result
ing lower per-unit costs have made it much easier 
to increase net income in boom times. However, the 
farmer of the gasoline age is vulnerable to serious 
financial difficulty in a depression, when farm prices 
fall and his operating costs fall more slowly. The 
adoption of certain practices and precautions while 
the boom and high prices still continue will lessen 
the difficulty that may arise later. Such practices 
are to: 

1. Pay debts as fast as possible. The debt load 
may be heavy when net farm income becomes 
smaller. 

2. Limit the purchase of high-priced farm ma
chinery and equipment to what is needed and 
will increase the efficiency of the farm busi
ness. In some cases an extra tractor or other 
item of equipment may be more of a luxury 
than a necessity. 

3. Keep buildings, machinery, fences, and drain
age in good repair. During a depression some 
of these expenses may be delayed. 

4. Save some of the present more easily earned 
dollars by buying government bonds and by 
making other sound investments. This money 
will buy a great deal more later when the 
supply of goods has increased. 

are rising at a much more rapid rate than gross 
farm income. This situation is expected to con
tinue in 1948. For this reason the 1948 net farm 
income is expected to be lower than in 1947. 

Improving the methods of production and 
increasing the total output are means of reduc
ing the per-unit cost of production. In 1948 con
sideration should be given to: 
1. Improving insect and disease control. 
2. Using better varieties of seeds. 
3. Using proper kinds and amounts of fertilizer. 
4. Increasing the use of labor-saving equip

ment, if it does not involve too great an in
vestment cost. 

FARM SUPPLIES 
Seeds 

On June 30, 1947, stocks of 34 different legume 
and grass seeds were 23 per cent less than at the 
same time a year earlier, and considerably below the 
1941-45 average. Seed prices in 1947 were 13 per cent 
above a year earlier, and were twice the prewar level 

Current supplies of alfalfa seed in the United 
States are the largest on record. Minnesota produced 
11 per cent less alfalfa in 1947 than in 1946, but pro~ 
duction in the United States was only 1 per cent 
below, and the carry-over was three times that of 
a year earlier. A decline in alfalfa-seed prices is ex
pected in the early part of 1948. 

Production of alsike clover in the United States 
in 1947 was slightly higher than the 1941-45 average; 
sweet clover production in 1947 was somewhat below 
the 1941-45 average. Prices of both these clovers are 
expected to be higher in 1948 than in 1947. 

Red clover production in the United States in 
1947 was 31 per cent below the record production of 
a year earlier; Minnesota production was down 41 
per cent. Production in the United States in 1947 
was still slightly above the 10-year average 1936-45. 
Prices are expected to be considerably higher in 1948. 

Total production in the United States of Kentucky 
bluegrass, orchard grass, timothy, and redtop in 1947 
was 20 per cent above a year earlier and slightly 
above the 1941-45 average. Prices may not rise as 
much as for legumes in 1948. 

Commercial Fertilizer 
During the first half of 1948 the United States 

will have available more commercial fertilizer than 
ever before, and about double the prewar quantities. 
Prices are expected to be slightly above a year ago. 
Compared with last year there will be about 4 per 



cent more nitrogen, 5 per cent more potash, a~d 6 
per cent more phosphate. In spite of these increases, 
there will not be a sufficient supply to provide what 
farmers may want. 

The United States is the largest producer and the 
largest importer of nitrogen in the world. Heavy 
imports have continued to be necessary even though 
domestic nitrogen production has increased greatly. 
However, we now use more than twice as much 
nitrogenous fertilizer in a year as we did before the 
war, and more than any other country. For that rea
son nitrogen will remain particularly short. 

The expected phosphate supply for 1948 is the 
largest quantity ever available for United States 
agriculture. Because of this, supplies are expected 
to be fairly adequate for 1948 needs. 

The capacity for potash production in Europe 
is very large, especially in eastern Germany. Free 
movement of this potash in commerce would enable 
the needs of the United States to be met in full. 
For the present potash supplies remain limited. 

Mixed fertilizers probably will be more readily 
available to farmers than straight materials. 

Farm Labor 
Farm wage rates in 1947, the highest on record, 

averaged about 8 per cent above a year earlier, and 
were 345 per cent of the 1935-39 average. Farm wage 
rates in 1948 are expected to be at the 1947 level. 

Farm Machines 
More new machines are expected to be available 

in 1948. Capacity to produce new machinery in the 
United States is 10 to 15 per cent greater than last 
year and more steel very likely will be available 
for the increased output. More new-type tractors for 
small farms are expected. 

Petroleum Products 
Output of crude oil in the United States has in

creased more than a million barrels a day over pre
war and further increases are in prospect as fast as 
steel becomes available to the oil industry. Demand 
has increased faster than supply. The biggest prob
lem is transportation; shortages of railroad tank cars, 
ocean tankers, and pipe lines have aggiavated the 
situation. 

Just before the spring breakup in roads occurs 
would be a good time to lay in a supply of gas. 

Building Supplies 
Retail lumber supplies in the United States have 

increased during the last two years from a very low 
point. Retail lumber stocks in the United States for 

selected dates were as follows: 
January 1, 1940-5.9 billion board feet 
January 1, 1946-1.3 billion board feet 
January 1, 1947-2.1 billion board feet 
April 1, 1947-3.0 billion board feet 

Lumber production in 1947 was 36.5 billion board 
feet, equal to the previous record of 1941. This rate 
uses up our timber resources 50 per cent faster than 
they are produced. Large timber take-off in recent 
years has made the remaining supply less accessible. 
Lumber output in 1948 may be less than in 1947. 
Short supplies, with more than double prewar prices, 
still exist in hardwood flooring, 2x4's, and 2x6's. 

Insecticides and Fungicides 
An adequate supply of most insecticides and 

fungicides is in prospect for 1948 at slightly higher 
prices than in 1947. However, it appears that nico
tine compounds will continue in short supply. Other 
insecticides from plant sources, such as rotenone and 
pyrethrum, will probably meet 1948 needs. 

Insecticides containing fluorine, such as crystalite, 
sodium fluoride, and sodium fluosilicate, and the 
newer insecticides, such as DDT, chlordane, benzene, 
hexachloride, and chlorinated camphene, are ex
pected to meet needs in 1948. 

The supply of products containing arsenic, par
ticularly lead and calcium arsenate, and products 
such as naphthalene and paradichloro-benzene should 
be in balance with needs in 1948. 

Other Supplies 
Production of barbed and woven wire, fencing, 

nails, staples, bale ties, galvanized roofing and sid
ing, wire netting, and pipe was large in 1947 but is 
still short of meeting demand fully. The supply has 
been larger than since the beginning of the war. 
Pipe has been in shortest supply. 

Insurance 
Fire insurance on farm property is usually for 

about 75 per cent of the value of the property at the 
time the insurance is written. Property values have 
increased and because the amount of insurance was 
not increased much farm property is now covered at 
only about 60 per cent of its value. Building costs 
have doubled since prewar; machinery and stored 
grain have increased greatly in value. Consideration 
might well be given to increasing this item of cost 
in order to provide protection against possible losses. 
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