US total planted acreage varies little despite wide swings in commodity prices

For as long as we can remember, we have made the point that farmers plant all their acres all the time. Recently, someone challenged us on that assertion using our favorite line, “Show me the data.” 


To test our assertion, we chose a period that included low prices, high prices, declining prices, increasing prices, stable demand, and rapidly increasing demand. The time period we settled on was the era from 1998 through 2018. If farmers were going to increase major crop acres, the establishment of the renewable Fuels Standard which increased the demand for corn to be converted into ethanol should show a dramatic increase in crop acres. At the other end of the spectrum, if farmers were to reduce their acreage that should be apparent in the years after 2012 when farm income declined precipitously.

Let’s look at what we found.


During the 1998-2018 period, the season average price of corn varied from $1.82 (255.5 million planted acres for the eight major crops) in 1998 to $6.89 (257.4 million planted acres for the eight major crops) in 2012 (USDA-PS&D https://tinyurl.com/zwdoyyu for prices and USDA-NASS-Quick Stats https://tinyurl.com/yctmdk5z for acreage). 

[image: image2.png]Million Acres

275 Sorghum. Rice, Oats, and Barley
250 e ————— From the Top
225 ——— ————— = B
200 |
Wheat N

175 —_—
150 e e Cotton
125
100 Soybeans

75 SN i

50

25 Corn

0 —— 7T T

1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018




Figure 1. Stacked chart of area planted to the eight major crops in the US (corn, soybeans, cotton, wheat, barley, oats, rice, and grain sorghum), million acres, 1998-2018. (Source: USDA NASS, Quick Stats)

The 8-major-crop planted acreage ranged from 243.2 million acres in 2005 to 257.8 million acres in 2014 (Figure 1). The period started out with 255.5 million acres planted to the eight major crops in 1998 and ended with 254.2 million acres in 2018, a decline of 1.3 million acres. 

In this same period corn and soybean planted acreage increased from 152.2 million acres to 178.8 million acres with 18 million of the 26.1-million-acre gain coming from wheat. Cotton gained 700 thousand acres and the remainder of the difference came out of barley, oats, rice, and grain sorghum.

With agriculture, there is an asymmetric response to changes in price. In response to lower prices, farmers do not reduce their production, in part because they don’t know what the price will be during the period when they will be marketing their crop. There is always the possibility that there will be a drought or other limited production somewhere else and if they do not plant, they won’t have anything to sell in that situation. 


With relatively high fixed costs consisting of land and equipment and lower variable costs, farmers have every incentive to plant all their land in the face of low prices because any income above the variable cost of production goes toward covering fixed costs. In the short-run, crop farmers will produce even if the price does not cover variable costs in hopes of a price rally. 

Farmers will plant whether the own the land or rent it. If they own it, there is little economic reason to leave it idle and if it is rented ground, it makes no sense to pay the rent and then not use the land. If the farmer cannot obtain the finances to put the crop in, the land will be snatched up by farmer with adequate financial resources to cover any losses that might be incurred in the short run. That also allows replacement farmers to spread their fixed costs out over more units of production, lowering the cost of production per unit of production.

On the other hand, with high prices farmers have an incentive to increase their planted acres. This did not happen in the US in this era in part because the most suitable acres to bring into production were under a 10-year contract in the Conservation Reserve Program, so only a small number of acres were available each year during the high-corn-demand period. Beyond that, there were few remaining acres that could easily be brought into production. The US has a mature agricultural economy with most acres allocated to their optimal use.

Brazil, on the other hand is in the situation where the US was in the 19th century with an expanding frontier and plenty of suitable acres that with some investment can be converted to agricultural production.


In addition, farmers are reluctant to give up rented ground in periods of low prices because they will not have access to that land when prices exceed the full cost of production. In the face of low prices, farmers may switch to a crop where their losses are lower, but in the short- to medium-run—farmers are always in the short to medium-run until the banker refuses to loan them the money to put in the next crop—they virtually plant all their cropland all of the time.

Whether it is in Brazil or the US, when it comes to annual planting decisions, farmers tend to plant all their cropland to one crop or another, as illustrated by the US 8-crop planted acreage numbers from 1998 to 2018. 
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