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U.S. Farm Income Outlook: September 2021 Forecast

USDA Projects Higher Farm Income in 2021

Two major indicators of U.S. farm sector financial well-
being are net farmincome and net cash farmincome (see
below foran explanation ofthese indicators). In its
September 2021 forecast, the U.S. Departmentof
Agriculture (USDA) Economic Research Service (ERS)
anticipates bothindicators will be higher for 2021 than
2020 (Table 1), and 2021 will be abovehistoric long-run
averages (Figure 1). ERS expects these increases—driven
by projections of higher agricultural commodity prices and
earnings fromsales in 2021 than in 2020—to more than
offset year-on-year decreases in governmentsupport and
increases in farm expenses. In inflation-adjusted dollars, the
2021 net farm income projection of $113.0 billion, if
realized, would be the highest since 2013. Congress uses
the ERS farm income forecast to informdeliberations
regarding annual appropriations and farmbill programs.

Figure |. Farm Sector Inflation-Adjusted Income
Measures, 1940-2021
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Source: CRS using data from USDA, ERS, “202 | Farm Income
Forecast,” September2,2021.

Notes: 202 | F =202 forecast. Adjusted for inflation using the
Bureau of Economic Analysis (BEA) chain-type GDP deflator where
2021 =100.

Net Farm Income vs. Net Cash Farm Income

ERS forecasts 2021 net farm income at $113.0 billion, an
increase of $18.5 billion (19.5%) from 2020. Net farm
income represents an accrual value ofallgoods and
services producedon U.S. farms during the year—similar in
concept to gross domestic product. Crop production is
recorded as the value at harvest, regardless of whether the
productionis sold or stored on farms. Net farmincome also
accounts forthe imputed rental value of farmdwellings and
depreciation of farmequipment—neither of which is
included in net cash farmincome.

ERS forecasts 2021 net cash farmincome at $134.7 billion,
an increase of $23.8 billion (21.5%) from 2020. Net cash

income measures only cashtransactions forthe year and is
a measure of currentfunds available for the sector. Net cash
income records a commodity’s value only afteritis sold in
the marketplace. Net cashincome includes inventory sales
of stored commodities fromprior years” harvests.

Table |. Farm Sector Income Measures,2019-2021

2019 2020 2021 20202021

Item $B $B $B % Change

|. Cash Receipts 4243 4372 486.4 11.3%

Crops 1916 1922 230 19.7%

Livestock 1754 1650 1915 16.0%

2. Government 24 457 280 -38.6%

Payments

3. Farm-Related? 347 343 36.8 7.4%

4.Cash Expenses 3174 3263 3516 7.8%
Net Cash

Income 1069 1109 1347 21.5%
(142+3-4)

5.Gross Income 4276 4519 4965 9.9%

6. Total 3486 3574 3835 7.3%
Expensesb

Net Farm 79.1 946  113.0 19.5%

Income (5-6)

Source: CRS using USDA, ERS, “202| Farm Income Forecast,”

September?2,2021.

Notes: $B = billion. 202 1 F=202 | forecast. Not adjusted for

inflation.

a.  Includes crop insurance indemnities, custom work, machine
hire, agritourism, forest product sales,and other farm sources.

b. Includes depreciation of capital assets.

Cash Receipts and Expenses Up from 2020

ERS forecasts increased cropreceipts by 19.7% and
livestockreceipts by 16.0% in 2021 compared with 2020.
Adjustingforinflation, the 2021 crop and livestock receipt
projections, ifrealized, would be the highestsince 2015and
2016, respectively (Figure?2).

ERS forecasts 2021 farm cash expenses and total expenses
to increase by 7.8% and 7.3%, respectively, compared with
2020. Adjusting for inflation, the 2021 projections for cash
and total expenses, if realized, would be the highestsince
2014 and 2015, respectively (Figure 3). ERS forecasts
increases for several expense categories, with the largest
dollarincreases for feed costs, livestock and poultry
purchases, and fuelandoil expenses.

https://crsreports.congress.gov



Figure 2. Farm Sector Inflation-Adjusted Crop and
Livestock Receipts, 1996-2021
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U.S. agricultural commodities by value. ERS forecasts
average netcash farmincome for this subset toincrease by
12% in 2021, with the following regions toexperience the
largest year-over-year income gains: Heartland, Northern
Great Plains, and Mississippi Portal (Figure 5). ERS
forecasts coastal fruit- and vegetable-producing regions to
experience the largest year-over-yearincome declines.

Figure 4. Government Payments to Farmers, 1996-
2021

Source: CRS using data from USDA, ERS, “202 | Farm Income
Forecast,” September2,2021.

Notes: 202 | F=202 1| forecast. Values are adjusted for inflation using
the BEA chain-type GDP deflator where 2021 = 100.

Figure 3. Farm Sector Inflation-Adjusted Expenses,
1996-2021
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Source: CRS using data from USDA, ERS, “202 | Farm Income
Forecast,” September2,2021.

Notes: 202 | datarepresent a forecast. Values are adjusted for
inflation using the BEA chain-type GDP deflator where 2021 = 1 00.

Figure 5. Change in Average Net Cash Farm Income
for Farm Businesses by Resource Region

2021 forecast compared with 2020

Source: CRS using data from USDA, ERS, “202 | Farm Income
Forecast,” September2,2021.

Notes: 202 | F=202 | forecast. All values are adjusted for inflation
using the BEA chain-type GDP deflator where 2021 = 100.

Lower Government Payments Projected

ERS projects 2021 total government direct paymentsto
farmers at $28.0 billion, a decrease of 38.6% from 2020
(Figure 4). These payments occur througha variety of
programs and authorities. Farmbill programs consisting of
commodity support, conservation, and miscellaneous
programs provided the majority of direct paymentsto
farmers from 1996 to 2017. Disaster assistance funds
include farm bill-funded programs and ad hoc
appropriations. Since 2018, farmers have received other
assistance fromad hoc programs created in response to
trade retaliation andthe Coronavirus Disease 2019
(COVID-19) pandemic. ERS forecasts payments under ad
hoc programs will decline in 2021, citing improved market
and trade conditions. For details, see CRS Report R46676,
U.S. Farm Income Outlook: December 2020 Forecast.

Outlook for Farm Businesses by Region

ERS forecasts income by types of farms and geographic
regions. Farmbusinesses are the subset of producerswho
specialize in farming orhave annual gross cashincomes of
at least $350,000; they produce approximately 79% of all
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Source: USDA, ERS, “202 | Farm Income Forecast,” September 2,
2021.

Notes: Farm businesses are the subset of producers who specialize
in farming or have gross cash incomes of at least $350,000. ERS
resource regions include the continental United States only.

The next forecast is expected in December 2021. For
information on the prior forecast, see CRS In Focus
IF11770, U.S.FarmIncome Outlook: February 2021
Forecast.

Stephanie Rosch, Analyst in Agricultural Policy
IF11936
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Disclaimer

This document was prepared by the Congressional Research Service (CRS). CRS serves as nonpartisan shared staff to
congressional committees and Members of Congress. It operates solely at thebehest of and under thedirection of Congress.
Information ina CRS Report should not be relied uponfor purposes other than public understanding of information that has
been provided by CRS to Members of Congress in connection with CRS’s institutional role. CRS Reports, as a work ofthe
United States Government, are notsubject to copyright protection in the United States. Any CRS Report may be
reproducedand distributed in its entirety without permission fromCRS. However, as a CRS Report may include
copyrighted images or material froma third party, you may needto obtain the permission of the copyright holder if you
wish to copy or otherwise use copyrighted material.
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