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Wow, this feels more like late January not November!  I hope this is not an indication of what is to come this winter.  
Our weather forecast had indicated early snow but never did I think it would be like this and accompanied by such 
low temperatures.  Here is hoping this week is just a quirk and not an omen of what is to come!  We had a great 
crowd in Trumbull County last week to learn more about the rising CAUV Rates.  Notice the NAP sign-up deadline is 
this week, so make sure you check with the FSA Office to see if you are covered.  Stay warm! 
 
David Marrison, AG Educator 
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Trumbull County CAUV Meeting Successful 
The Trumbull County Farm Bureau held an excellent meeting on the increase taxes which landowners who have land 
enrolled in the Current Agricultural Use Valuation tax (CAUV) program last Thursday evening night at the Trumbull 
Career & Technical Center. I was pleased to be the guest speaker for this program at which over 140 farmers and 
landowners attended. 
 
Ohio’s Current Agricultural Use Value (CAUV) program was established following voter approval of an amendment to 
the Ohio Constitution in 1973. The amendment created an "agricultural use" value for taxing farmland. Other land in 
Ohio is taxed on "market" value. To qualify for the CAUV, land must meet one of the following requirements during 
the three years preceding an application for the CAUV: Ten or more acres must be devoted exclusively to commercial 
agricultural use; or if under ten acres are devoted exclusively to commercial agricultural use, the farm must produce 
an average yearly gross income of at least $2,500.  
 
Unlike fair market value appraisals, CAUV values are calculated by the State of Ohio Department of Taxation by a 
formula that is based on five factors.  These factors are: yield information, cropping patterns, crop prices, non-land 
production costs and the capitalization rate. These factors are included in a basic formula that determines the 
current agriculture use value of the land, differentiating between the 3,514 different soil types here in Ohio.  
 
CAUV rates are updated every three years and this year our rates in Trumbull County went through this update.   So 
why are the rates increasing?  Higher crop prices and crop yield s over the past three years and a significantly lower 
capitalization rate have created a perfect storm in which CAUV rates are increasing significantly.  In most cases the 
values are increasing by 300-400%.   
 
So what can you do?  I know there has been much discussion already about this formula and there are many 
suggestions for the Ohio Congress to review before this year session is over.  I know they are looking closely at the 
capitalization rate. For landowners and farmers, I would suggest everyone access their land tax cards on the Trumbull 
County Auditor’s web site and start planning for the tax increase.  This is especially important because many of our 



land rental agreements will be negotiated between landowners and the tenant farmer this fall, well before the tax 
bill arrives in January.   
 
For landowners and farmers who were unable to attend the meeting, program handouts can be obtained by calling 
the Trumbull County Farm Bureau office at 1-800-410-4613.  Thanks to the Farm Bureau for sponsoring this 
important meeting. 
 
OFB Proposes Improvements to CAUV Tax Rules 
Source: https://www.morningagclips.com/ofb-proposes-improvements-to-tax-rules/ 
 
COLUMBUS, Ohio — Ohio Farm Bureau Federation (OFBF) has presented its official recommendations to the Ohio 
General Assembly and Ohio Tax Commissioner Joseph W. Testa that will improve and modernize the Current 
Agricultural Use Value (CAUV) program. 
 
Under CAUV, farmland is taxed on its agricultural productivity rather than its development value.  “There are a lot of 
farmers and landowners facing huge increases in their tax bills at the same time their incomes have fallen 
drastically,” said John C. (Jack) Fisher, Ohio Farm Bureau’s executive vice president.  Because Farm Bureau is the 
leading resource of information for landowners, county auditors and members of the General Assembly, the 
organization constantly reviews and evaluates the CAUV formula to ensure that farmland is being accurately valued. 
The process intensified this year. 
 
“Our primary goal is preserving the integrity of the CAUV program,” Fisher said. “But we also know there are areas 
where the CAUV formula could be modernized and improved.”  Following extensive research and meetings with tax 
experts, state and local tax officials, accountants, attorneys, appraisers, farmers, landowners and other stakeholders, 
Farm Bureau identified and recommended a number of specific adjustments to the formula that will improve and 
strengthen the program. The changes, when enacted, would be implemented for 2015 values and affect taxes paid in 
2016 and beyond. 
 
OFBF gave detailed recommendations to change the CAUV formula to: 
1)      More closely tie tax values to current economic conditions in agriculture. 
2)      Include more recent data on crop mix, prices, yields and production costs. 
3)      Better represent the true value of woodlands compared to cropland. 
 
These recommendations, when enacted, will more accurately value farmland and provide a more stable, predictable 
tax amount for landowners to plan for in the future, Fisher said. “Most of all, we will maintain the integrity of the 
CAUV program, which for more than 40 years has been an excellent tool for preserving farmland through fair 
landowner taxation.” 
 
OFBF’s recommendations can be accomplished through administrative action and will not require legislation. 
OFBF is continuing to research additional improvements to the formula and is working through its grassroots policy 
development process where members will analyze and debate tax policy issues such as CAUV. “We anticipate that 
further recommendations will surface through our ongoing policy development process,” Fisher said. 
 
NAP Sign-up Deadline is November 20, 2014 
The USDA's Farm Service Agency sign-up period for the 2015 Noninsured Crop Disaster Assistance Program (NAP) is 
until November 20, 2014.  NAP provides financial assistance to producers of non-insurable crops when low yields, 
loss of inventory, or prevented planting occur due to natural disasters.  An eligible natural disaster can be any of the 
following: damaging weather (drought, freeze, hail, excessive moisture, excessive wind or hurricanes); an adverse 
natural occurrence (earthquake or flood); or a condition related to damaging weather or an adverse natural 
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occurrence (excessive heat, disease or insect infestation).  The natural disaster must occur before or during harvest 
and must directly affect the eligible crop. NAP covers the amount of loss greater than 50 percent of the expected 
production based on the approved yield and reported acreage. 
 
To be eligible for NAP assistance, crops must be non-insurable crops and agricultural commodities for which the 
catastrophic risk protection level of crop insurance is not available.  Some of the local crops in Northeast Ohio which 
producers may wish to obtain NAP coverage for include: vegetables, hay, honey, maple sap, aquaculture, Christmas 
trees, ginseng, and grapes. 
 
All grape varieties in Geauga and Trumbull counties are eligible for NAP coverage because no varieties are eligible 
under Federal Crop Insurance.  However in Ashtabula County the following grape varieties are not eligible for NAP: 
Buffalo, Clinton, Concord, Elvira, Fredonia, Missouri Riesling, Steuben, Catawba, Delaware, Diamond, Dutchess, 
Isabella, Ives, Niagara and French Hybrids.  These varieties are not eligible for NAP as producers can purchase crop 
insurance coverage. Ashtabula County is known for raising high quality Riesling, Chardonnay, Pinot gris, and Pinot 
Noir (to name a few).  These varieties are eligible for NAP coverage! 
 
The NAP service fee is the lesser of $250 per crop or $750 per producer per administrative county, not to exceed a 
total of $1,875 per producer with farming interests in multiple counties. According to FSA procedure, all grape 
varieties are grouped into two categories; therefore the maximum administration fee for all your grape varieties 
grown in one county is $500. 
 
Under standard NAP coverage, the producer is covered at a 50% loss and 55% price election.  New in the 2014 Farm 
Bill is a provision which allows for producers to pay a premium to increase from the standard coverage.  Details on 
the buy-up provision have not been announced by the FSA yet. More information about the NAP program can be 
obtained by calling the Ashtabula/Lake Geauga FSA Office at 440-437-6330 or the Trumbull County FSA office at: 
(330) 637-2046 
 
Stored Forage Production School on Wednesday Afternoons in January, 2015 
Forages supply a significant part of the feed in most dairy and other ruminant animal operations in northeast Ohio. 
To help producers learn about new forage research and new technology, OSU Extension in Ashtabula County is 
pleased to announce they will be a host site for OSU Extension’s Stored Forage Production School on January 7, 14, 
21, and 28, 2015.  This workshop will be held from 12:30 p.m. to 3:30 p.m. each Wednesday.   
 
During this four week school, OSU Researchers and OSU Extension Specialists and Educators will present cutting edge 
information on what is new in stored forage production.  All sessions will be provided via a webinar format.  The 
Extension offices in Adams, Brown, Highland, Ashtabula, Coshocton, Monroe, Morgan, Pickaway, Pike and Wayne 
Counties will all be hosting a site for this series. 
 
Topic areas which will be covered during this workshop include: What’s new in forage genetics;  
Small grains and double cropping; Fertility and manure utilization; What’s new in weed control; What’s new in 
agronomic products/additives; Precision agriculture technologies for forage production; What’s new in forage quality 
evaluation; Economics of Cutting management; Shrink in silage/hay making; Forage inventory management; and 
What’s new in corn silage. 
 
During the workshop, participants will be able to interact with research experts and fellow producers from across the 
state of Ohio.  Discover new, innovative ways of looking at forage production and what might work for your farm.  
Learn how to maximize profit per acre in Ohio’s variable weather.  Explore forage cutting management strategies, 
double cropping options, and silage production within the context of income, harvest costs and potential impact on 
milk production.  



 
There will be time for discussion and questions on each topic after it is presented. The registration fee for this 
program is $30 and includes a notebook of materials and school presentations.  Registration is required by 
December 12, 2014.  For more information about this program, contact the Ashtabula County Extension office at 
440-576-9008. A registration flyer can be obtained at: http://go.osu.edu/ne-events 
 
Ashtabula County Master Gardener Volunteers Sought 
If you have a strong interest in gardening and enjoy helping others, you are invited to apply to become an Ohio State 
University Extension Master Gardener volunteer for Ashtabula County.   The main purpose of the Master Gardener 
Program is to help meet the horticultural needs of Ashtabula County. 
 
To become an OSU Extension Master Garden volunteer, you must attend 11 training sessions held from January to 
April 2015 and volunteer 50 hours of horticultural service to the community through 
Extension educational programming.  Such service could include teaching 4-H youth 
gardening, planting and maintaining Extension demonstration gardens, answering 
gardening questions from the public, judging flower and vegetable projects at local 
fairs, and assisting community garden participants.  As a benefit of becoming a 
Master Gardener, you will increase your knowledge and understanding of such varied 
horticultural topics as best cultural practices for growing flowers and vegetables, 
house plant care, plant disease, and insect pest identification and control and much, much more. 
 
Course topics include: history of OSU Extension, plant physiology, soils, composting, fertilizers, herbs, houseplants, 
plant propagation, plant pathology, diagnostics, entomology, integrated pest management, vegetables, lawns, woody 
ornamentals, fruits, landscape maintenance, and making effective presentations.  The dates for this year’s training 
program are: January 22 & 29; February 12, 19, & 26 and March 5, 12, 19 & 26 and April 16.  This program is taught in 
conjunction with the Lake County Master Gardener program.  Five of the sessions will be taught at the Ashtabula 
County Extension Office in Jefferson and five will be taught in Lake County.  All courses will be taught from 9:00 a.m. 
– 4:00 p.m.  There is a $200 course fee that covers course materials, refreshments, and speaker travel costs. 
Registration is limited an all applications are due by November 24, 2014.  Please call the Ashtabula County Extension 
Office at 440-576-9008 for more information or for a complete application packet.     
 
Manure Regulation in Ohio 
Peggy Kirk Hall, Asst. Professor, Agricultural & Resource Law  
 
Although long considered a natural fertilizer that can benefit our soils, manure has a history of increased regulation 
in recent years based on potential impacts to water quality.   The following explains how state and federal law 
regulates the production, storage and application of animal manure in Ohio.   
Livestock Environmental Permitting Program 
 
The Ohio Department of Agriculture’s Division of Livestock Environmental Permitting (ODA) administers a permit 
program for Ohio’s largest confined livestock operations, or Concentrated Animal Feeding Facilities (CAFFs).  Ohio 
Revised Code Chapter 903 and Ohio Administrative Code 901:10 contain the program’s legal provisions. 
An owner must obtain a “permit to install” and a “permit to operate” from ODA before operating a CAFF.  The permit 
requirement applies to a CAFF that houses any of the following, at a minimum: 

• 700 mature dairy cows 
• 2,500 hogs over 55 pounds 
• 10,000 baby pigs under 55 pounds 
• 82,000 laying hens 
• 125,000 pullets or broilers 
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• 1,000 head of beef animals of any size 
• 500 horses 
• 10,000 sheep or lambs 
• 55,000 turkeys 

 
Related to manure, obtaining the “permit to install” requires a CAFF owner to submit information on: 

• Maps indicating CAFF boundaries, manure storage facility dimensions, location and siting distances and 
locations of subsurface drains within 100 feet of manure storage. 

• Geological study results with information on soil; groundwater sampling and analysis; hydrology; geology and 
topography of land used for manure storage. 

• Listing of the type, amount and nutrient content of manure from the facility. 
 
For the permit to operate, the CAFF must submit a Manure Management Plan that outlines the Best Management 
Practices the CAFF will implement to minimize water impacts from the storage and use of manure.  The Manure 
Management Plan must include: 

• A nutrient budget. 
• Manure and soil characterizations. 
• Manure distribution and utilization methods 
• Methods for minimizing odor. 
• Inspection, maintenance and monitoring practices. 
• Land application methods. 

 
Land Application of Manure for Permitted CAFFs 
Land application of manure by a permitted CAFF or by a Certified Livestock Manager working with the CAFF must be 
in accordance with ODA regulations, which include requirements for: 

• Soil and manure tests. 
• Crop yields and rotations to determine nutrient needs. 
• Setbacks from streams, neighbors and wells 
• Limitations on amounts of nitrogen, phosphorus and liquid applied. 
• Weather predictions. 
• Examination of soil condition for cracks, earthworm burrows and plant root pathways to tile or tile blowouts 

in the field. 
• Monitoring of tile outlets during and after application. 
• Restrictions against runoff or ponding of manure. 
• Recordkeeping requirements. 
• Inspection requirements. 

 
If a local farmer uses manure from a permitted CAFF for application on another farm, the CAFF must provide the 
farmer with the ODA’s application requirements and a current manure test.  The farmer must certify when and how 
much manure was taken from the CAFF.  The farmer’s land application of manure then falls under the Agricultural 
Pollution Abatement Program, described below. 
 
National Pollutant Discharge Elimination System (NPDES) Permits 
The federal Clean Water Act requires livestock operations defined as “Confined Animal Feeding Operations” (CAFOs) 
to obtain a federal NPDES permit if they discharge or propose to discharge a pollutant to surface waters, even if the 
operation has obtained a permit from ODA. The Ohio EPA administers the NPDES permit process, which requires 
operators to control spills and runoff from their facilities and from the land application of manure.   To obtain a 
permit, a CAFO must develop and implement a Manure Management Plan that addresses: 



• Practices to ensure adequate manure storage capacity and proper maintenance and operation of storage 
facilities. 

• Practices to divert clean storm water away from production areas. 
• Practices to ensure that animals and manure in the production area do not come into direct contact with 

waters of the State. 
• A land application plan that includes: 
• A nutrient budget. 
• Manure and soil characterizations. 
• Application methods and timing. 
• Agronomic application rates. 

 
CAFO owners must also meet ongoing monitoring, recordkeeping and reporting requirements and are subject to 
enforcement actions for violations. 
 
Certified Livestock Manager Certification 
Ohio law requires Ohio’s largest CAFFs and every manure broker or manure applicator who handles more than 4,500 
dry tons or 25 million liquid gallons of manure per year to obtain the Certified Livestock Manager (CLM) certification 
from ODA.  The applicant must complete core classes on nutrient management standards, manure storage and 
handling and Ohio manure regulations and must also complete three elective classes on water quality, soil testing, 
stockpiling, emergency action plans, spill reporting, value of manure nutrients, recordkeeping, biosecurity, liability or 
applying manure to growing crops. CLMs must complete ten hours of continuing education every three years to 
maintain their certification. 
 
Ohio Agricultural Pollution Abatement Program 
Ohio’s Agricultural Pollution Abatement Program (APAP) applies to agricultural operations that are not subject to the 
above state and federal permit programs for CAFFs and CAFOs.   As stated in Ohio Revised Code 1511 and Ohio 
Administrative Code 1501:15-5, APAP provides state standards for management and conservation practices that aim 
to abate water pollution resulting from animal manure.   The Ohio Department of Natural Resources Division of Soil 
and Water Resources (ODNR) administers APAP in cooperation with local Soil and Water Conservation Districts 
(SWCD). 
 
Ohio’s APAP regulations establish Best Management Practices (BMPs) for livestock operators.  The standards 
encourage operators to: 

• Operate and maintain animal manure collection, storage or treatment facilities to prevent seepage, overflow 
or discharge of animal manure into waters of the state. 

• Prevent the discharge of manure-contaminated runoff from animal feedlots and animal manure 
management facilities. 

• Prevent pollution caused by flooding; construct animal feeding operations so that animal manure will not be 
inundated by a 25 year frequency flood. 

• Minimize pollution from land application of manure by adopting manure application practices that consider 
the characteristics of the animal manure, available land, topography, cropping system, method of 
application, weather, time of the year, condition of the soil, other nutrients applied and nutrient status of the 
soil. 

Technical expertise and cost-share assistance is available through APAP to help operators install and implement 
BMPs and develop Operation and Management Plans.   The law provides a complaint-driven process for suspected 
pollution incidents that can result in an investigation by ODNR or SWCD.   Farms that cause pollution and fail to adopt 
the recommended BMPs to address pollution abatement must develop and implement modifications to their 
facilities as approved by ODNR or SWCD, or face enforcement actions. 
 



Watershed in Distress Regulations 
The Ohio APAP regulations also contain rules that apply to certain producers of manure within areas designated as 
“watersheds in distress,” located in Ohio Administrative Code 1501:15-5-19 to 20.   The chief of ODNR’s Division of 
Soil and Water Resources, with approval of the Ohio Soil and Water Conservation Commission, may designate a 
watershed to be in distress when aquatic life and health is impaired by nutrients or sediment from agricultural land 
uses and where there is a threat to public health, drinking water supplies, recreation, or public safety and 
welfare.  Within the boundaries of a designated watershed in distress, these additional regulations apply to animal 
facility owners and operators and manure applicators: 

• No land application of manure may occur between December 15 and March 1 without prior approval from 
the agency; before and after these dates, applications of manure on frozen ground or ground covered in 
more than one inch of snow may occur only if injected into the ground or incorporated within 24 hours of 
surface application. 

• No land application of manure if the local weather forecast shows more than a 50% chance that precipitation 
would exceed one-half inch of rain in the 24 hours after the proposed application. 

• Restrictions on the application of snowpack manure. 
• An operation must ensure a minimum of 120 days of manure storage as of December 1 of each year and 

keep records of manure storage volumes. 
• Anyone who produces, applies or receives more than 350 tons or 150,000 gallons of manure per year must 

have an approved Nutrient Management Plan that addresses the methods, amount, form, placement, 
cropping system and timing of all nutrient applications, unless the farm is already operating under a permit 
from ODA’s DLEP or an NPDES permit from OEPA. 

 
For more information on the regulation of animal manure in Ohio, refer to these resources: 

www.agri.ohio.gov/divs/DLEP/dlep.aspx 
ODA Livestock Environmental Permitting and Certified Livestock Manager Programs -
 

 - www.epa.ohio.gov/dsw/cafo/index Ohio EPA Confined Animal Feeding Operations
- www2.ohiodnr.com/soilwater/water-conservation/agricultural-

pollution-abatement 
Ohio DNR Agricultural Pollution Abatement  

http://codes.ohio.gov/orc Ohio Revised Code - 
http://codes.ohio.gov/oac Ohio Administrative Code - 

 
U.S. Farm Input Price Dynamics, 1981-2013  
Carl Zulauf, Professor, and Nick Rettig, B.S., Department of Agricultural, Environmental, and Development Economics, 
Ohio State University - November 2014  
 
Background  
The sharp drop in crop prices over the last 2 years has focused attention on farm input prices. In particular, how 
closely do farm input prices follow crop prices? To put this question in historical perspective, this article looks at 
various aspects of the dynamics of U.S. farm input prices since 1981. Findings include that, after adjusting for general 
price inflation, not all farm input prices have increased, that farm input prices do adjust with crop prices, that the 
adjustment varies by input but is a lag process that becomes larger over time, and that, on average across the inputs 
examined in this article, the adjustment process appears to reach closure after approximately 5 years.  
 
Data and Analysis  
The prices used in this study are price indexes for all crop prices received by farmers and 6 categories of inputs ▬ ag 
services and rents, chemicals, fertilizer, fuels, machinery, and seed. The data for ag services and rents does not begin 
until 1971. We want to examine changes up to 10 years in length. Hence, our analysis cannot begin until 1981 due to 
the need for a 10 year window. It would be nice to have rent as a separate category, but such data does not begin 
until 1990. Since 1990, the price indexes for rent and ag services plus rent have a high but not perfect correlation and 
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thus findings are similar but not the same for both input categories. The data ends with 2013, the last year with 
complete information. Source for the price data is the U.S. Department of Agriculture (USDA), National Agricultural 
Statistics Service (NASS) Quick Stats website, http://www.nass.usda.gov/Quick_Stats/.  
 
Because general price inflation is likely to differentially impact the various price indexes and was a factor over the 
analysis period, we deflate all price indexes by the Gross Domestic Product (GDP) implicit price deflator. The GDP 
deflator is generally considered the best measure of general price inflation in a country’s economy. Source for this 
deflator is the Economic Report of the President, 
http://www.gpo.gov/fdsys/browse/collection.action?collectionCode=ERP.  
 
The association between the general inflation-adjusted or real changes in crop price and input price is calculated for 
periods of 1 to 10 years to assess immediate, short term, and longer term relationships. Price change is calculated as 
the real price index at the end of the period divided by the real price index at the beginning of the period. One is then 
subtracted from this ratio to generate the percent change in price from the beginning to end of the period. Two 
measures of association are examined: slope and R2 of the regression equation between percent change in real price 
of an input category relative to percent change in real crop price over the same period. In this regression, both the 
slope and R2 are percent changes. The slope measures the percent change in real input price associated with a 1% 
change in real crop price. R2 can vary from 0% to 100%, with 0% implying no relationship between the two price 
indexes and 100% implying a perfect relationship. The higher is the slope or R2, the higher is the association.  
 
Price Trends since 1981  
To provide a broad perspective, average annual change in real price is calculated over the 1981- 2013 period (Figure 
1). This period begins at the end of the 1970 period of farm prosperity. Between 1981 and 2013, the real price index 
of all U.S. crops declined -0.3%/year. Also declining was the real price of chemicals (-0.3%/year) and ag services and 
rent (-0.2%/year). Real price of seed increased the most (+3.1%/year), which was not unexpected. Real price of fuels 
and machinery both increased +2.0%/year while real fertilizer price increased +1.0%/year. The diversity in long-term 
real price trends across farm inputs is the key message of Figure 1.  
 
Association between Crop and Input Price Change  
A key message from Figure 2 is again the variation across inputs, this time in the R2 association between the change 
in real input price and the change in real crop price. In most years, fertilizer has the highest R2 association with 
changes in the real price of crops. It is the only input with an R2 association greater than 50% for any number of 
years, reaching a high of 80% at 10 years. Seed has the lowest R2 association. It never exceeds 13% (5 and 7 years). 
R2 association for chemicals is also relatively low, never exceeding 32% (7 and 9 years). In general, a relatively low 
level of R2 association exists, leading to another key message from Figure 2 that factors other than the change in real 
crop prices are important determinants of the change in the real price of farm inputs.  
 
Substantial variation across inputs is again a message from Figure 3. It presents the second measure of association: 
the regression slope or the percent change in real input price associated with a 1% change in real crop price. This 
figure can be divided into a group of inputs whose price is responsive to changes in the price of crops and a group of 
inputs whose price is not very responsive. Percent change in the real price of fertilizer, fuels, and seed approaches or 
exceeds 1% for every 1% change in the real price of crops, especially at periods of 5 or more years. In contrast, 
percent change in the real price of chemicals, machinery, and ag services and rent never exceeds 0.4% for every 1% 
change in the real price of crops. As with Figure 2, fertilizer has the highest association. Chemicals is again on the low 
end. Rank order of the other inputs varies between Figures 2 and 3.  
 
Association over Time  
Both Figures 2 and 3 reveal an association that increases as the period of time lengthens. Figures 4 and 5 help draw 
out this observation. Figure 4 presents the slope coefficient for a length of time relative to the slope coefficient for 



year 10. In essence, Figure 4 depicts the percent of adjustment at year 10 that is achieved as of a shorter period of 
time. Figure 5 presents the average value of the slope ratios for all 6 inputs by time period. One reason for 
benchmarking the slope coefficients to their year 10 value is that there is no reason to believe that all inputs should 
have the same adjustment path to a 1% change in the real price of crops. This observation is consistent with the 
variation across inputs observed in Figures 2 and 3. A factor that helps explain some of the variation is the 
commonly-accepted argument that productivity increases have varied by input. The higher the increase in the 
productivity of an input, the higher the price farmers can pay for the input, given all other factors. Despite the 
observed variation in adjustment paths across the 6 inputs, it appears that the input price adjustment path is mostly 
completed by year 5. Moreover, Figure 5 suggests that, across all inputs, it appears that in general about one third of 
the adjustment occurs in year 1, with the remaining adjustment occurring throughout the next 4 years.  
 
Summary Observations  
The assessment presented in this paper is a simple assessment. Many potential explanatory factors have not been 
examined. Nevertheless, simple assessments can be useful in drawing the box that surrounds an issue, in this case 
what is the adjustment of input prices in response to a change in crop prices. Based on this simple assessment, the 
following findings and implications are suggested.  
► Input prices do adjust to crop prices.  
■ This finding implies that a natural profit hedge exists in farming in which input prices adjust with crop prices to 
maintain a profit level.  
► The degree of adjustment of input prices to crop prices varies across inputs. Price of fertilizer appears to have the 
strongest association with changes in crop prices while the price of chemicals appears to have the weakest 
association with change in crop prices.  
■ These two findings imply the natural profit hedge associated with adjustment in input prices varies across crops, 
being strongest for crops with fertilizer as the highest share of input costs. Using the 2013 cost of production data 
from USDA, the highest ratio of fertilizer cost to total cost is corn at 23%. Sorghum and wheat are second, at 15%. 
The lowest ratio of fertilizer cost to total cost is soybeans at 8%. Thus, based on this simple relationship, corn appears 
to have the strongest natural profit hedge in terms of input price adjustment.  
► Most of the adjustment in input prices examined in this study appears to be completed by year 5.  
■ This observation implies farms need a 5 year plan to bridge the gap between major changes in crop prices and the 
resultant adjustment in input prices. This observation applies to price increases and decreases. Expansions that 
extend beyond 5 years are subject to increasing risk from rising input prices while a 5-year survival strategy is needed 
for crop price declines.  
■ Farm programs and crop insurance can help bridge the 5-year adjustment path, but their bridge should be 
temporary, not permanent. Input suppliers become a non-trivial beneficiary if government support is long term as 
they can avoid adjusting input prices downward. This observation may be one reason that, since World War II, all 
major declines in crop prices that persisted over multiple years led to downward adjustments in price support levels. 
Such downward adjustments occurred during the 1950s and 1960s in response to the continuing surpluses after 
World War II and in the 1985 farm bill as a reaction to the high price supports exiting the 1970s. It will be interesting 
to see if the same situation emerges with regard to the higher reference prices enacted in the 2014 farm bill.  
 
This publication is also available at http://aede.osu.edu/publications.  
 
See following pages for Figures 
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*************************************************************************************** 
PLEASE SHARE…this newsletter with farmers or others who are interested in agricultural topics in 
Ashtabula & Trumbull Counties. Past issues can be located at: https://go.osu.edu/ag-news.  Please tell 
your friends and neighbors to sign up for the list.  CONTACT: marrison.2@osu.edu 
*************************************************************************************** 
Readers can subscribe electronically to this newsletter by sending an e-mail message 
to: marrison.2@osu.edu.   If you would like to opt-out of receiving this newsletter, please e-
mail marrison.2@osu.edu with the words: UNSUBSCRIBE 
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