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Agriculture, which includes the production (farming)
and processing of agricultural products, is the major
economic industry in Idaho. It is responsible, either
directly or indirectly, for 40 to 60% of the total State
Gross Product. Further, between 10 and 12% of our total
personal income comes from farming, and about 15% of
our total labor force is employed in farming. One can
easily see that the future viability of the economy of
Idaho depends on agriculture. This publication looks at
one phase of agriculture, Idaho's farm income, which is
the foundation of our agricultural industry.

A comprehensive look at farm income involves
measuring gross farm income, production expenses and,
finally, the net return to operators for their work and for
the capital invested in farms and equipment. Table 1
presents the various components used to calculate total
net farm income for Idaho from 1949 through 1976.

During this 28-year period, we have seen a 304%
increase in cash receipts from farm marketings (an
average of 11% year). These are gross receipts from
commercial market sales plus loans (net of
redemptions) made or guaranteed by the Commodity
Credit Corporation and purchases under price support
programs. During this same period, farm production
expenses have increased by 462%, or an annual average
increase of 17%. The result has been an increase of only
61% in total net farm income over the period, or an
average annual increase of 2 %.

Net farm income is defined as the net return to the
farmer for his management and his investment in land,
buildings and equipment. Limited data exist on farm
investment in Idaho but we do have figures on value of
land and buildings on Idaho farms. In 1949, the value of
land and buildings on Idaho farms was $912million. If we
relate this investment (which does not include

,- investment in machinery) to net farm income in 1949,we
JO see that the return on this investment was 14.7% (but

V 1/ remember that this net income must also compensate
v^ farmers for their management).

<^ By 1976, the value of land and buildings on Idaho
<-*-. farms had increased to $6,536 million, or an increase of

617%. If this investment is related to the net farm
income of 216.4 million in 1976, we see that the return on
investment was 3.3% —again, remember that this return
must also compensate the farmer for his management.

Finally, note that during this same 28-year period, the
Consumer Price Index increased by 139%, or an average
annual increase of 5%. This compares to the 61%
increase in total net farm income, or an average annual
increase of 2%.

Table 2 presents, on a per farm basis, realized gross
income, realized net income and total net income in
Idaho for the years 1950 to 1976. Realized gross income
includes cash receipts from farm marketings,
government payments, nonmoney income (farm
products consumed directly in farm households and the
value of housing provided by farm dwellings) and other
farm income (from recreation and machine hire and
custom work).

Realized gross income has increased on a per farm
basis by 534% during the 27-year period, or an annual
average of 20%. Realized net income, which represents
what is left from realized gross farm income after
deducting farm production expenses, increased on a per
farm basis by 178% during the period, or by an annual
average of 7%. Total net farm income which deducts net
change in farm inventories (physical change of livestock
and crops owned by farmers) from realized net income,
increased on a per farm basis by 147% during the period,
or an annual average of 5%.

The two critical items affecting total net income in
Idaho are cash receipts from farm marketings (the
result of the product of volume produced and prices
received) and farm production expenses. Table 3
presents farm production expenses by category for the
state during the period 1974-76 and Table 4 presents cash
receipts by commodity during the same period.

Total production expenses on Idaho farms rose by
5.5% between 1974 and 1975 and 8.4% between 1975 and
1976 (Table 3). For comparison, cash receipts from farm
marketings declined by 12.8% between 1974 and 1975 and




