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INDIANAPOLIS
Farmers have the chance
to lock in 8200 or more
per acre on their farms —
an unprecedented oppor-
tunity, said Purdue Gfxi-
versity agricultural econ-
omist Mike Bochlje.

“Ihat's pure, unadul-
torated profit, after land
charges, and there's only
a 1-percent chance it will
get higher than that,” he
told a mix of farmers,
sced salesman and crop
advisers at the annual
Indiana Certified Crop
Adviser Conference. “My
advice |s, book it! It's o
window of or rtunity
that Yyou shou rﬁw& less
pass,

Producers are movin
into an era of biological
manufacturing — a spe-
¢ific attribute of raw
matorinls. Agricultural
technology has allowed

wers to outsource pro-

uction techniques, mak-
ing it possible for them to
furm 2,000 acros and still
have on off-farm job.

The pork and dai
industries have eonso{?
dated, with pork now
umbrellaed under 10 or
15 companies, and signif-
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“Don't let the window of opportunity pass!” advises Mike
Boohlje, a Purdue University prolessor ol agricultural
economics. He spoke at the Indiana Certied Crop
Adviser Conference in Indlanapolis, where 1,000 farmers
and agricultural specialists attended 10 learn about corn
and soybean production, financial concerns and the

future of agriculture.

far they will go, the econ-
omist noted.

“It's also o question of

fcant lidation likely
will happen in grain pro-
duction ns well, Boehlje
said.

“l worry about irra-
tionsl exuberance” ho
boomed. “It's not because
we have to feed a popula-
tion of 9 billion people by
2050 — we don't have to
feed them, What's impor-
tant is not the number of
people, but that China
and India are 8 times the
population of the US.
and that Chinga has
income growing at 8 per
eent to 10 percent.”

Ho told an inquiring
farmor: *$13,900-per-acro
farmland  makes me
nervous, too!" “Ninety-
nine out of the last 1
rﬂu the Jm’te has been
ess Iinn wait. Gonorally,
over time, it doesn't go
further — it backs up,”

The Fed has sold bonds
ot negative interest mtos
twice within the last year
when negative interest
rates typically nre not
allowed. Interest ratos
will rise, but it's n ques-
tion of how soon and how

iies of size: Is any-
thing pushing the cost
curve back up again?” he
asked. “If producers want
to expand from their min-
imum efficient size, they
go to build another plant,
#izo an optimal-size plan-
ter to an optimal-size
combine.”

Fertilizer costs aro one

. of largest costs associat-

¢d with farms and with
any operation — il pro-
ducors can spread the
coadt Mrb‘:u rm)x';.;h ucrﬁa
and not be geographically
bound, it will flatten out
their costs, Boehlje said.

“If you do it this year
and again next year, you
somotimes learn some-
thing this year that
allows you to do it better
next year,” he said.

It's no secret that agri-
cultural firms are getting
bigger. Successful farm-
ers make money and
must find ways to invest
it, Boehlje said.

“It's both a national
phenomenon and com-
mon sense that they put

it back into the business,”
he said,

“Farms naturally grow
when they make monoy.
Risk-sharing is a big deal
in livestock, and those
producers who adopted
contracts grew faster be-
cause they could go to
their banker and cover
that risk.”

“Those farmers who
buy crop insurance prob-
ably have a bettor chanco
of growing faster,” he
added. “They're forwards
pricing and have protec-
tive marging”

One of the boldest
dynamics of the past 20
yoars or more is the “dis-
appearing middle”
farmers are increasingly
combining leasing and
purchasing, and the Mid-
woest annual growth rates
show the family farm cat-
egory being absorbed in
various ways,

“Many farmers who
are_in_mid-career have
decided they no longer
want to take the risk of

borrawing, so they ntoﬁ at
1,000 acres,” Boehlje
said, “Most farmers seem
to be holding on or their
heirs goem to be holding
on. This also could be a
function of multi-genera-
tional farms™

The farmers with the
right stuff have the
acreage — farms with
2,000 pcres of more are
experiencing. higher

rates,

“Hopefully you know
the law of sevens — any-
thing that grows at a rate
of 7.2 percent per year
will double in 10 years™
the economist said. “The
important thing is this
scems to be true for every
period except 1987."

If the current trajecto-
ry continues, the same 6
percent of farms now op-
erating 42 percent of
acreage will control al
most half of the acreage.
It's all natural growth,
Boehljo explained.

For people providing
services to the sector, this
cancentration of owner-
ship and operatorship
means a disappearance
of the traditional farfer
A5 more acreage is oper-
ated by larger-scale cus-
tomers, ho noted.

“In terms of getting
services, they will proba-
bly be more demanding
and have the power to
negotiate a deal, and
they will probably out-
source a lot of informa-
tion and services — in
other words, he still
needs you,” Boehlje said.
“As the livestock sector
has gotten larger-scalo,

roducers have gotten
ig enough that they can
in-source — or hire the

people—who provide
thom will feed ™
Larger-scale  opera-

tions will increasingly
have their own agronom-
ic spocialists and their
own sprayers, Some live-
stock companies will out-
s0urce

sSources,

“Today, 87 percent of
agricultural production
in this country i pro-
duced by 13 percent of
those farmers,” Boehlje
said. “We'ro not moving
toward an 80-20 scenario,
but a 90-10 one. There is
worry about how to stay
with some of those cus-
tomers. If you try to buck-
le when they get big, you
buy the cunlory\oll'.l and
margins are typically not
what they lik!:.l

There is widespread
skepticism about the pro-
duction efficiency of dif-
ferent-sized farm opern-
tions. Bochlje reassured
averyone, citing a study
showing that largerscale
operations generally
have more production
efMcency.

“There’s a consistent
return on equity and
roturn on assets for larg-
er-scale operations — an
18-percent ROE is pretty
competitive in the big

their nutrition

world," the economist
said, “Twenty percent of
farms who do make mon-
ey do very well, thank
you very much.”

Sustainability is at the
food end of the value
chain — Wal-Mart, the
largest food retailer in
the world, wants a carbon
footprint on all its prod-
ucts by 2015. It's the type
of buzz that tends to
strike a nerve, and it will
require a lot of innova-
tion from farmers.

“Wal-Mart wants
traceability all the way
back to the value chain,”
Boehlje said. “The point
of this, the lesson to be
learned, is if we aren't
careful, we will have
rules and regulations we
will not be able to deliver
on."

The sustainability ini-
tintive would require
farmers to acquire docu- ‘
mentation of the prac-
ticos thoy use on their
operations, he said.

*This is not the &w
ernment — this is Wal-
Mart, Kraft and Coca-
Cola,” he said.

Bochlje said sustain-
ability, increased output
and decreased pesticide
use and soil erosion nre
all positive facets of agri-
culture that the indust
is failing to do a good jol
of communicating

“You don't have to do
things differedtly — just
tell your story!™ he shout-
ed. “Farming in future
will involve bigger farms
and more intensive pro-
duction, with more knaw-
lodge and information
needed. The future will
be about shaping the do- |
bate, also.”
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