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What's Happening to Agriculture 
the Current Recession? 

. 
1n 

I N this year of recession in the economy, will 
farmers maintain the improved income and 

record production of the past two years, or 
can we expect agriculture to follow closely the 
ups and downs of the general economy and, 
consequently, to suffer a decline in income in 
1958? There are ma:1j' uncertainties in look
ing ahead, even to the end of this year, but 
assessments of the farm situation made by the 
United States Department of Agriculture pro
vide a useful guide. 1 If the Department's esti
mates are realized, we may expect farmers to 
keep output at high levels this year. Prices 
they receive may average slightly above 1957 
levels, and costs will also be higher. But some 
increase in both gross and net farm income is 
foreseen, because larger cash receipts, aug
mented by Soil Bank payments, are expected 
to override increased costs. 

It may seem curious that farm income is 
likely to stay up in a year which began with a 
decline in general business 

likely to affect the farm income situation fa
vorably this year, although such factors have 
led to a decline in farm income in recent years. 

In business cycles from 1929 until 1951 
the income of American farmers was subject 
to the same ups and downs as the general 
economy. (Chart 1) That year was a signifi
cant turning point because after 1951 farm 
income failed to share in the growing pros
perity of the nonfarm economy. Although 
some readjustment from high wartime income 
levels was to be expected, the setback that 
occurred in farm cash receipts during the 
1953-55 period was quite sharp. Prices de
clined so rapidly that by 1955 they averaged 
more than 20 percent below the 1951 war
time peak, and farm cash receipts had fallen 
by 1 0 percent. 

Farm prosperity was impaired because 
output increased faster than did demand for 
agricultural products. Farmers' costs climbed 

CHART 1 
activity. One reason is 
that demand for food has 
not been reduced thus far, 
as consumers have prob
ably entered the current 
recession with larger re
serves in cash and more 
liberal unemployment 
benefits than heretofore. 
Part of the answer lies 
also in the fact that farm 
income is affected by in
creased capacity, the level 
of prices with respect to 
supports, and the phase of 
the cattle cycle. The im
pact of these influences is 
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1 The United States Department of 
Agriculture issues perOOic evalua
tions of supply and demand factors 
affecting agriculture, and of price 
and income prospects. The most re
cent discussion is contained in The 
Demand and Price Situation, April 
! 958. Source: United States Department of Agriculture and United States Department of Commerce. 
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with the general price level, but prices they 
received fell, as did income. Farmers were 
encouraged to increase production to unusu
ally high levels during the period embracing 
World War II and the Korean War, and rapid 
technological improvements enabled them to 
do so. After the Korean War, our require
ments for farm products declined to peace
time levels, and export markets shrank, but 
output continued to expand. 

Continued high price supports have tended 
to stabilize crop cash receipts in recent years 
because increased production offset price re
ductions. (Chart 2) Prices cannot fall much 
farther because they are already at or near 
current support levels. The increase in total 
meat production which began in 1952 was 
probably intensified by the availability of 
ample feed grain supplies. Large quantities 
of beef and hogs marketed in that year com
peted for the consumer's dollar. Prices, un
protected by supports, declined steeply. Beef 
output continued upward and receipts de
clined through 1955, at which time another 
spurt in hog production caused a sharp break 
in hog prices and receipts. 

As noted above, cash receipts recovered 
slightly in 1956 and 1957. This, too, was 
largely due to developments in livestock pro
duction. Cattle stocks were depleted by the 
end of 1955, and since it takes several years 
to breed, raise, and fatten cattle for market, 
farmers began to withhold animals from 
slaughter for breeding purposes. The decrease 
in marketings was small, but cattle prices im
proved markedly, resulting in increased re
ceipts from sales. The strengthening influence 
of cattle prices on farm income may persist 
until late 1959 or 1960, when larger supplies 
are clearly visible. 

District farm economy less affected 
In recent years Twelfth District farm income 

has followed the pattern described above for 
the nation, but the decline has been more 
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Source: United States Department of Agriculture, Farm Income 
Situation. 

gentle and the recovery earlier and sharper. 
(Chart 3) This can be attributed to the dif
ference in the composition of farm output 
between the District and the United States. 
District agriculture fared better because it is 
highly diversified. Meat animal production is 
not so important, contributing on the average 
17 percent of cash receipts, whereas meat 
animals average 30 percent of the United 
States total. Hogs are not an important prod
uct in this district. In addition, the region 
is not so dependent on price supported com
modities, with the exception of cotton, but de
rives a large share of its cash receipts from 
fruit and vegetable crops. 

Strong domestic demand for farm 
products continues 

Bearing in mind that these factors, as well 
as changes in business activity, affect farm 
output, prices, and income, let us look at the 
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