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1998 HIGHLIGHTS OF NET INCOME

1998 turned out to be the worst year for
grain farming in our area in recent history.  Net
farm income for all farms was down 86% from
$99,765 to $13,862.  In most cases, the collapse of
prices throughout the year led to dramatically
lower incomes.  However, dairy prices were
exceptional in 1998, allowing milk producers to
post excellent profits.  Table 1 shows 1997 and
1998 net farm
income for all
types of farms.  
Graph 1 shows
net farm income
for all farms since
1991.

 Table 1.   Net Farm Income by Type of Farm 
for 1997 & 1998, Pennyroyal Area.

Grain Beef Hog Dairy

1997 117,269 21,079 20,322 38,535

1998 8,671 -11,148 -61,898 75,057



AVERAGE
FARM SIZE
CONTINUES

TO
INCREASE

The 1998
average size of grain
farms is 1652 acres. 
This number
continues to rise
slightly every year and
has done so since the
beginning of this
program. The 1975
average farm size was 726 acres.  Graph 2 illustrates the growth in farm size. 

FAMILY LIVING STUDIES

The changeover to the Illinois FBFM year end program has allowed us to collect and average family living
and balance sheet information.  The data used in this study is from across the whole state and includes only sole
proprietorships.  The total for family living and income tax is substantially more than farm and non-farm income,
meaning that cooperators did not have positive retained earnings and lived off their net worth.  Table 2 shows
highlights of this data.

Table 2.  Selected Family Living Factors From KFBM State Data.

All Farms
Operator
Age <45

Operator
Age >45

3-5 Family
Members

Age Oldest
Child > 16

Operator Age 49 36 61 43 46

Number in Family 3.1 1.6 1.9 3.9 3.9

Age Oldest Child 15 0* 0* 15 20

Tillable Acres 795 943 716 875 885

Medical Expense 4567 4385 4748 4453 3894

Total Living Expense 41309 22469 35367 47865 48956

Net Non-Farm Income 21796 3234 26528 21363 24056

Net Farm Income 2758 -8404 716 3851 8965

Income Tax 14840 15128 14657 15830 17910

* Only farms that had no dependant children were included in this sort.



Balance Sheet
Information

Data from financial
comparatives show that as operators
get older they own a higher percent of
land and have a higher net worth. 
Table 3 shows selected factors. 
Graph 3 illustrates some of these
points.

Table 3.  Selected Financial Factors

All Farms Age 30-39 Age 40-49 Age 50-59 Age > 60

% Land Owned 41.0 18.3 26.4 40.3 58.4

Total Assets 1,183,347 884,397 1,164,627 1,572,318 1,294,533

Total Debt 410,030 400,571 448,483 569,734 246,411

Net Worth 773,317 483,826 716,144 1,002,586 1,048,122

Net Income 5,437 2,392 14,989 -8,869 -9,487

Gross Returns 267,846 287,693 329,531 328,771 161,421

Operating Exp % of
Gross Returns

75.9 76.4 75.7 77.4 86.2

Interest Exp % of
Gross Returns

8.3 7.0 6.8 8.1 8.8

Deprec. Exp % of
Gross Returns

10.0 8.9 8.9 9.9 10.3

Current Ratio 1.34 1.18 1.38 1.2 1.59

Debt to Asset Ratio 37.6 41.7 42.8 35.7 16.1

WHAT’S AHEAD IN 1999

Grain prices continue to be poor, milk prices
have fallen, and pork prices have risen almost to
breakeven prices.  Fortunately, the wheat crop was
superior and early reports are in the 70-80 bushel
range.  Last weeks rain also have the corn and bean
crop looking great.  UK just posted a blue mold
warning for Christian, Todd, and Logan counties, so
be on the lookout.

Penciling out a positive cash flow has
become an almost impossible task.  A massive “belt
tightening” has occurred this year, both for farm

expenses and family living.  This year and next has
become about survival.  This probably will help to
continue the trend of larger farms, as the land of
those who exit will be added by current farmers.

The regular publications of state and local
averages will be forthcoming later this summer.  This
newsletter was to share the highlights of 1998's
numbers with you.  This numbers are quite eye
opening and hopefully will provide you with a better
sense of our area ag economy.




