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THE AGRICULTURAL SITUATION

Farm prices and incomes have declined
this year, continuing the downward move-
ment from the advanced levels reached early
in the Korean war period. Total supplies of
agricultural commodities—including carry-
overs—have expanded further. A 3 per cent
larger harvest is indicated despite Federal
restrictions and lower price supports on im-
portant crops. Production of livestock and
products has. increased further. Rising de-
mands, despite record levels of consumer
incomes in this country, have not matched
the increases in farm output this year. Ex-
ports, while larger than last year, have been
below the unusually high levels prevailing
during most of the postwar period.

Declining prices of farm products during
the past year of marked industrial expansion
may be viewed in the light of the spe-
cial factors affecting agriculture during the
past decade and a half. Farm production
expanded rapidly during World War II and
the early postwar period in response to urgent
world-wide demands, and prices of farm
products rose sharply above their prewar
low levels. Subsequently, foreign demand
declined. Although domestic consumption
has continued to grow, the expansion has
been insufficient to absorb all of the supplies
made available, and Federal price support
holdings have risen substantially. The rise-
during the past year was less rapid, however,
than in earlier years.

Marked reductions have taken place in

PRODUCTION A i D PRICES
Per cent, 1947-49=100

PRODUCTION!

INDUSTRIAL

AGRICULTURAL

INDUSTRIAL

AGRICULTURAL

L

160

140

120

100

30
140

120

100

80

1949' 1951 1953 1955

NOTE.—Production—agricultural, Department of Agriculture
annual estimate of farm output; industrial, Federal Reserve
seasonally adjusted index. Prices—industrial, Bureau of La-
bor Statistics index of wholesale prices of commodities other
than farm products and foods; agricultural, Department of
Agriculture index of prices received by farmers. Agricultural
production for 1955 is an estimate based on data through Sep-
tember 1. Latest figures for other series are for August..

recent years in the total farm population.
At the same time, rapid advance in farm
productivity has continued, enabling a de-
clining number of farmers to produce a
larger output. Average production per per-
son engaged in agriculture is about one-third
larger than in 1947-49 period. Reflecting
the decline in farm population, per capita
farm income has been maintained at rela-
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THE AGRICULTURAL SITUATION

tively higher levels than total farm income,
as can be seen in the chart on page 978.

The general financial position of farmers
remains relatively strong. Bidding for farm
land, particularly to enlarge existing units,
has been active over the past year. Land
prices have risen to about their mid-1952
peak. Farm debts to finance production and
land acquisitions have risen further, but are
still fairly low in relation to current levels
of farm income, the large volume of liquid
assets held by farmers, and the value of farm
real estate.

EXPANSION IN SUPPLIES

Output of crops and livestock, on the basis
of reports through early September, is ex-
pected to be 3 per cent larger this year than
in 1954. A new record in crop yields per
acre is forecast, reflecting generally favorable
weather and intensified technical progress in
farming. Output of livestock products is
continuing the upward trend of recent years.
This trend has reflected in part large and
rising feed supplies. A further increase in
livestock production and smaller additions
to total crop carryovers are likely this season
if price relationships continue favorable for
the conversion of feeds into livestock and
livestock products.

Crops. Federal acreage control programs
—mainly for cash crops, where large stocks
have accumulated—are resulting in major
changes in the use of the nation's cropland.
During the past two years about one-twelfth
of the harvested acreage has been shifted
from wheat and cotton largely into other
crops, mainly into feed grains other than
corn and into hay and soybeans. Feed har-
vests, despite dry weather during August,
were forecast as of September 1 to be 6 per
cent larger thaii last year. Feed use has been
rising as livestock output has increased, but
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is up less than feed production. Conse-
quently, carryovers are likely to rise further
this season.

Additional curtailments in acreages of
wheat and cotton this year reflect applica-
tion of Federal legislation providing for
downward adjustment over a two-year pe-
riod to the legal minimum. Indicated yields
are considerably higher, however, and the
estimated declines in output are only about
half those in acreage. Prior to this year's
harvest, cotton and wheat stocks amounted
to about one year's usage. These large stocks
had been accumulated for the most part over
the preceding three years when total usage
was considerably below output, owing
mainly to the reduction in exports. Acreage
allotments and marketing quotas—with non-
compliance penalties—have also been in-
voked this year for rice, peanuts, and tobacco.
Total carryover stocks of these five products
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THE AGRICULTURAL SITUATION

are not likely to change much further this
year unless exports change markedly.

Livestock and products. Large feed sup-
plies have been an important factor over the
past season in the further expansion in live-
stock numbers and in output of livestock
products. Hog marketings, seasonally ad-
justed, in the first half of 1955 were at a rate
about 5 per cent above the second half of
1954 and 15 per cent above the first half.
Marketings recently have been about the
same as in the spring, after seasonal allow-
ance, and are expected to show about the
usual seasonal increase this autumn. Hog-
feed price relationships in the next several
months will be an important factor in the
size of next spring's pig crop.

Cattle slaughter, which had shown little
change for more than a year, has increased
about one-tenth recently. Total production
of fresh meat, including poultry, in the first
half of 1955 was at a seasonally adjusted rate
about 3 per cent above the last half of last
year; in August and early September, out-
put rose further to a level about one-
third above the 1947-49 average. Per capita
consumption of meat is currently larger than
a year ago and about 15 per cent above the
1947-49 level. Milk cow numbers have de-
clined slightly in the last year, but total milk
production has been maintained. Egg pro-
duction was curtailed in the spring because
of earlier unfavorable prices to producers
but has declined less than seasonally in re-
cent months.

FEDERAL PRICE SUPPORT OPERATIONS

Total outlays by the Commodity Credit
Corporation and private lending agencies for
price support primarily on crops harvested in
the fiscal year ending June 30, 1955, were
smaller than in the previous year, as shown
in the second column of the table. These

outlays came to about 1.9 billion dollars,
down nearly 1.1 billion from those of the pre-
ceding year. This sharp reduction stemmed
mainly from curtailment in acreage and
harvest of cotton—and, to lesser extent, of
wheat—under the Federal control program.
Support outlays for corn were also less, as
the crop was smaller and fewer producers
were eligible for Federal aid. A decline in
expenditures for dairy products reflected in
part a reduction of one-sixth in support levels.
On the other hand, support outlays for some
of the "unrestricted" crops, such as grain
sorghums and barley, increased somewhat.

Despite the over-all decline in price sup-
port outlays in the 1955 fiscal year, Federal
expenditures for these programs rose sharply
to a total of about 2.9 billion dollars, as
shown in the third column of the table.

FINANCIAL OPERATIONS OF THE COMMODITY CREDIT

CORPORATION
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By
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guarantee
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*Net of financial transactions between CCC and commercial
banks. The net effect of all CCC operations on Federal Budget
expenditures, not shown in the table, equals the sum of columns
three and five. Breakdown of CCC outlays for 1955 is partly
estimated.

2The sum of loans granted (including guaranteed loans made by
banks), CCC commodity purchases, storage costs, and other out-
lays, less receipts from loans repaid by producers, receipts from
sales of commodities, and other receipts. Loans of commercial
banks include certificates of interest; at or before maturity
the unredeemed portions of these certificates or loans are purchased
by CCC.

3Includes mainly certain foreign-aid-program advances, pay-
ments for the International Wheat Agreement program, and admin-
istrative expenditures. Some part of these outlays may later be
deducted from CCC outlays or be taken account of by cancellation
of notes representing CCC borrowings from the Treasury. In
fiscal years 1954, 1953, and 1952 note cancellations resulting from
these operations amounted to 310 million dollars, 193 million, and
33 million, respectively. Net expenditures for CCC operations,
after taking account of these cancellations, would be lowered
correspondingly.

Source.—Budgets of the Commodity Credit Corporation of the
U. S. Department of Agriculture.
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THE AGRICULTURAL SITUATION

About 1 billion dollars of this amount rep-
resented price support activities in the preced-
ing fiscal year and consisted of net sales of
crop loans by commercial banks to the CCC
and of net resales of certificates of interest.
These certificates had been sold to banks by
the Corporation in 1953-54 in order to limit
temporarily Federal debt expansion.

In addition to these Federal expenditures
for price support, expenditures for other
CCC operations rose considerably last year
to nearly 550 million dollars. A substantial
part of this amount was to finance sales
of farm products abroad under legislation
passed earlier, partly to aid in disposing of
surpluses.

Receipts of the CCC from sales in the fiscal
year 1955 totaled 1.4 billion dollars, 200 mil-
lion dollars more than in 1954. Losses on
these sales and on commodity donations
amounted to 800 million. About half of the
loss was incurred in disposing of dairy prod-
ucts, stocks of which have been reduced
greatly. Sales of some inventories—largely
those under the disposal legislation—were
made without book loss to the Corporation.

The current level of CCC inventories and
direct and guaranteed commodity loans is
very large despite a reduction in acquisitions
and an increase in dispositions in the 1955
fiscal year. Holdings on June 30 were
valued at 7 billion dollars, 1 billion more
than a year earlier.

The high level of current and prospective
holdings made it necessary to increase the
Corporation's authority to borrow from
the Treasury. An expansion of 2 billion
dollars to a total of 12 billion was provided
by Congress at the last session. Actual
outlays during the 1955-56 fiscal year will
be affected by the composition as well as
size of the harvest; the effects of lower

support prices—both directly and as they
may influence exports, livestock feeding, and
final domestic takings; and the course of
general economic activity here and abroad.

AGRICULTURAL EXPORTS

Agricultural exports during the 12 months
ending June 30 were valued at 3.1 billion
dollars, 7 per cent more than in the previous
season and 11 per cent above the postwar
low of 1952-53 but still considerably below
the very high earlier postwar level. Last sea-
son's rise in total value reflected mainly in-
creases in fats and oils> some feeds, and
food donations for overseas relief. Wheat
exports increased 60 million bushels to a
total of 275 million, while exports of cotton
and tobacco changed little. Since January, ex-
ports of cotton have slackened considerably.

Government programs to stimulate dis-
posal of surplus stocks, in some cases through
increased offerings at competitive world
prices, were an important factor in the export
rise during the past fiscal year. Improved
economic conditions abroad, particularly in
Western Europe, also appear to have been
a factor. At the same time, however, ex-
panding food and fiber production abroad
has been providing greater competition for
most farm products.

Preliminary data indicate that about 30
per cent of the total value of farm products
exported in 1954-55 was facilitated by some
type of Federal financing—including loans,
grants, and disposal of surplus stocks through
sales for foreign currencies, barter arrange-
ments, and donations for overseas use. In
the 1953-54 season such programs accounted
for 24 per cent of the total value of agri-
cultural exports, and in the preceding year,
19 per cent. Shipments in exchange for for-
eign currencies, the most important of these
programs, were increasing in the latter part of
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THE AGRICULTURAL SITUATION

the 1954-55 fiscal year and for the year as
a whole probably totaled about 350 million
dollars. With additional funds provided
by recently enacted legislation, about 1.5
billion dollars will be available for such sales
this season and next.

Sales by the CCC at world prices included
grains, oils, dairy products, and some other
commodities. Wheat sales by the CCC in
fulfillment of quotas under the International
Wheat Agreement—and also outside the
agreement—were made at prices about one-
fourth below United States market prices.

The relatively sharp decline in cotton ex-
ports in recent months reflected some un-
certainty regarding price and disposal poli-
cies. In early August it was announced that
there would be no change in cotton export
pricing policy until January 1, 1956, and
that after that date up to 1 million bales of
low quality stocks might be offered for com-
petitive bidding.

AGRICULTURAL PRICES

Prices of farm commodities declined again
this summer, following some seasonal
strengthening in the spring. Prices received
by farmers recently have averaged about 5 per
cent below a year earlier. The current level
is about the same as the previous postwar low
reached following the 1949 recession and one-
fourth below the peak reached in early 1951
after the outbreak of the Korean war.

Prices of crops have declined considerably
since May, as shown in the chart, and in
mid-August averaged 8 per cent below a
year ago. The declines have reflected the
large actual and prospective supplies and
the reduction in Federal price support levels
for this season's grain harvests. While re-
duced from the levels of recent years, sup-
port levels remain much higher in relation
to parity than prior to World War II.
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Prices of fruits and vegetables have de-
clined substantially from the advanced level
this spring when unfavorable weather tem-
porarily restricted supplies. Price declines
for most other crops have been in consider-
able part in response to the changes in Fed-
eral support activities. Wheat supports, at
$2.08 per bushel at the farm, are 7 per cent
below last year and in early September mar-
ket prices were 10 per cent below a year
earlier. The minimum support level for
next season has been set at $1.81; the reduc-
tion reflects both the use of revised methods
of calculating parity prices and the deter-
mination of supports at 76 per cent of parity^
rather than at the 825 per cent used this year.

Corn prices declined sharply this summer,
prior to the harvesting of this season's larger
crop. Price supports continue close to 90
per cent of parity. As was the case last
season, however, a large portion of the crop
will not be eligible for support loans because
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plantings by many farmers exceeded acreage
allotments. In view of an anticipated fur-
ther increase in corn carryovers, the 1956-57
price support level is expected to be lowered.
Output of other feed grains and of oil seed
crops is considerably larger than in 1954, and
prices in early September averaged about 15
per cent below a year earlier. Support levels
are down substantially from last year, aver-
aging 19 per cent lower for these feed grains
and 9 per cent lower for oil seeds.

Cotton prices since 1952 have been close
to support levels, which have been un-
changed at 90 per cent of parity. High sup-
ports and mounting domestic supplies have
led to active consideration of means of stimu-
lating exports. Support levels for next sea-
son will depend both on supply develop-
ments and administrative decisions.

Average prices of livestock and livestock
products in early September were somewhat
below the year-ago level. Hog prices de-
clined after mid-June and in early September,
at $16.50 per hundred, were $4.00 below a
year earlier. Cattle prices by mid-1955 had
receded from the levels reached in January.
Since midyear, prices have shown little
change despite a considerably larger volume
of marketings. Prices of other livestock
products have been stronger this year, fol-
lowing substantial declines in 1954. Poul-
try and egg prices have recovered about
one-half of the 1954 decline. Prices of dairy
products have been slightly above the reduced
levels of a year ago. Lower retail prices sub-
sequent to the April 1954 reductions in
Federal support levels, together with growth
in population and consumer incomes, have
contributed to increased consumption of
fluid milk and dairy products, and CCC pur-
chases have been smaller.

Market supplies of livestock and livestock
products have increased considerably since

mid-1952, as the chart on page 977 shows.
Consumer incomes have increased at about
the same rate as supplies. Consumer de-
mands for these products have increased less
rapidly, however, and prices received by
farmers have declined substantially.

Retail prices of foods have averaged some-
what lower thus far in 1955 than a year
earlier. While retail prices of some proc-
essed foods have continued to rise, prices
of meats in the first half of 1955 averaged
10 per cent lower than in the year-earlier
period. The decrease in retail prices of foods
from a year ago has been an important fac-
tor in the stability in average consumer prices
over the year.

FINANCIAL POSITION OF FARMERS

Net income of the farm population this
year, on the basis of present indications, will
be somewhat smaller than last year and per-
haps one-sixth below the peak reached in
1951, as shown on the chart. On a per capita
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basis, farmers' incomes have declined less
than that amount since 1951 as the number
of people on farms has declined further.
Output per farm worker has increased con-
siderably during this period, partly as a
result of greater use of power machinery
and equipment. Growth in holdings of
farm machinery was retarded in 1954, but
farm purchases of new equipment have in-
creased this year.

Farm real estate values have been strong,
despite the steady decline in farm commodity
prices and incomes in recent years. Average
value per acre has been increasing since early
1954, and the value of farm land and build-
ings in mid-1955, as the chart shows, was
about at the peak reached in 1952. Real
estate holdings are farmers' most important
assets, and the increase in the market value
of farm real estate has acted to raise the
book value of farmers' assets generally. The
recent rise in land values apparently has re-
flected to an important degree demand for
land to enlarge existing farms.

The amount of farm debt outstanding has
risen appreciably since last fall. At the end
of June short-term and mortgage debt were
both 10 per cent higher than a year earlier.
Short-term agricultural loans of commercial
banks, the major source of farmers' credit of
this type, and loans of production credit
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loans of the Commodity Credit Corporation.

associations rose about the same relative
amounts, in contrast to some decline in the
previous 12 months. Mortgage debt increased
somewhat more than in the previous period.
Farmers' liquid asset holdings—deposits,
currency, and Government bonds—showed
little change in 1954 and currently continue
larger than farmers' total debts.
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