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IF past experience is any guide, the num ber 

of prim e televiewing hours devoted to the 

farm  problem  during the 1 9 6 4  presidential 

cam paign will be quite out of proportion to the 

num ber of farm ers rem aining in the nation’s 

fields and pastures. The subject may well 

m erit the am ount of time devoted to it, how

ever, since agriculture is still an  im portant 

sector of the national economy and in some 

areas even a dom inant sector. Few analysts 

would support the extrem e “agribusiness” 

view that farm ing generates m ore than one- 

third  of all the jobs in the nation, but all would 

agree that the fate of the farm er rem ains a 

key consideration in the business (a n d  politi

c al) outlook.

Surplus of statistics
B ut the farm  sector develops surpluses of 

statistics as well as surpluses of wheat, corn, 

and farm ers, so that almost any generalization 

about farm  income can find some support in 

the statistics. O n the one hand, the im pres

sion of a contracting industry can be based 

on the fact of a decade-long decline, from  92  

to 7 7 , in the parity ratio (th e  ratio of prices 

received to prices paid by fa rm ers). On the 

o ther hand, the impression of a vigorous, 

healthy industry can be based not only on the 

phenom enal record of rising agricultural p ro

ductivity but also on an impressive 50-percent 

gain in farm  per capita income over the past 

decade. (T his income yardstick m easures the 

m oney earned, both on the farm  and off, by 

farm, operators and hired farm  lab o r.)

The observer exam ining the overall record 

will see a substantial growth in recent years in 

the several m easures of total farm  income. For 

example, cash receipts have grown almost 2 0  

percent over the decade to  reach $ 3 6  billion 

in 1 9 6 2  and about the same figure in 1 9 63 . 

The Twelfth D istrict, which accounts for

about 15 percent of the national total, and 

the rest of the nation also have recorded a 

generally rising trend in crop receipts as well 

as a substantial recovery in livestock receipts 

from  the depressed conditions of the mid- 

Fifties.

This recovery in the livestock m arket, in

cidentally, has centered m ostly in m eat prod

ucts. The dollar volume of cattle m arketings 

has recovered substantially, sparked as it has 

been by the rising consum er preference for 

beef products. Crop receipts meanwhile have 

recorded an impressive grow th over the dec

ade, despite declines in some m ajor cate

gories. Cotton, food crops, and vegetables 

have shown weakness over this period, w here

as fruits and feed and oil crops have made 

good sales records.

Inexorable rise in costs
There has been no question about the trend 

of production expenses, however, since costs 

have risen inexorably over the decade. The 

total, which now exceeds $ 2 8  b illion annually, 

has risen roughly one-third in the ten-year 

period. In the aggregate, the largest increases 

have been for m ortgage interest, taxes, and 

livestock, but other cost items— principally 

hired labor —  have increased m uch more 

slowly.

The resultant cost squeeze on farm  opera

tors has reduced their net income at least 10 

percent over the past decade, to about $ 1 2 .5  

billion in each of the last three years. But 

those figures m ay paint an unreasonably dark 

picture, since net income has im proved sub

stantially since the mid-Fifties; in fact, the 

drop in the farm  population has recently per

m itted income per farm  (even  after adjust

m ent for price changes) to m atch the early- 

postw ar peak.
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The same m arketing and expenditure 

trends that have characterized the national 

farm  situation are also visible on the regional 

level— only m ore so. Over the past decade, 

gross income has grown about 15 percent for 

Twelfth District farm s and about 10 percent 

for farms elsewhere, but production expenses 

have increased about twice as fast as income 

both in the District and elsewhere.

Yet another picture emerges from  an ex

am ination of personal incom e and employ

ment data. The D istrict’s record of com para

tively greater increases in production receipts 

and expenditures has gone along with a record 

of relative stability in  farm  personal income 

and farm  employment. The rest of the nation, 

in other words, has experienced a m uch more 

substantial decline in farm  em ploym ent and 

changes in farm  income. B ut with all this, the 

District share of farm  personal income was 

about the same at the end of the decade as at 

its inception; in 1 9 6 2  as in 1952, California 

accounted for about 9 percent of the national 

total, and the Pacific N orthwest (W ashington 

and O regon) and the rest of the District each 

accounted for about 3.5  percent of that total.

Behind the growth in the production aggre

gates (m arketings and expenditures), decline 

in another aggregate (em ploym ent), and the 

rough stability in yet another aggregate (p e r

sonal incom e), stands the crucial economic 

determ inant —  the amazing productivity of 

A m erican agriculture. T hroughout the post

w ar period, the growth in efficiency achieved 

by the farm  sector has far exceeded the growth 

achieved by its counterparts abroad o r even 

by the nonfarm  sector at home. The farm  pro

ducer has m anaged his inputs of land, labor, 

fertilizer, and m achinery so well that output 

per m anhour has doubled since 1950, as com 

pared with only a one-third gain in nonfarm  

output per m anhour in the same period.

As you so w ...
But how well has the farm er succeeded in 

reaping for himself some of the bountiful 

harvest that he has sown? Some have obtained 

nothing— those, that is, who have been un

able to compete in the m odern world of m ech

anized agriculture. Others, however, have 

done quite well (from  both farm  and nonfarm  

income sources) so that the farm  sector’s 

postw ar gains in per capita income have al 177
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most m atched its phenom enal gains in pro

ductivity. These gains have perm itted farm  

per capita income to rise to about 60  percent 

of nonfarm  per capita income— a level unap

proached since the halcyon early-postwar 

years.

Some observers argue that the farm er has 

received very shabby treatm ent from  the m ar

ket an d /o r the D epartm ent of A griculture, to 

be rew arded for his trium phs of efficiency 

with an average income so far below that 

available to his city cousin. But the allegation 

assumes that farm  and nonfarm  income can 

be directly com pared, and this for a num ber 

of reasons cannot be done. The diversity of 

income sources (th e  num erator) and of in

come recipients (th e  denom inator) is simply 

too great to support the claim of exact com 

parability between farm  and nonfarm  income.

Total farm  income would be greater, for 

exam ple, if city prices were used instead of

Z o o m in g  productivity  means 
stable farm income, fewer jobs
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farm  prices in estim ating one of its com po

nents, the value of farm -produced and con

sumed food and fuel. These items are priced 

at the price the farm er would receive if he 

sold them — but if the farm er purchased these 

same items at retail, he might have to  pay 

roughly tw o-and-a-half times the value placed 

on them  in estim ating his income. Thus, in 

1 9 62 , total farm  income could have been 

about 10 percent above the actual estim ate 

if a city price standard had been used in 

estim ating the value of these farm -consum ed 

items.

Again, total farm  income would be p er

haps 1 0 -2 0  percent greater in the unlikely 

event that the farm  population had the same 

age, sex, education, and w orking-force com 

position as the nonfarm  population. T he dif

ference in per capita incomes betw een these 

two populations, in other words, m ust be 

traced in some p art to the fact th a t the rural 

population has a sm aller concentration in the 

categories which are generally the m ost p ro

ductive age groups. Thus, only 19 percent of 

the farm  population is found in the crucial 20 - 

4 0  age category, as against alm ost 2 6  percent 

for the nonfarm  population. This dispropor

tion, along with the disproportionately large 

concentration of the farm  population in the 

nonproducing categories of the very young 

and the very old, tends to lower average farm  

incomes in relation to average nonfarm  figures.

F arm  income would be com paratively 

greater, m oreover, if com parisons were made 

on an after-tax rather than  before-tax basis. 

This is so because income taxes are levied 

only on money income, and not on the large 

am ount of nonm oney income (p erh ap s one- 

fifth of total farm  incom e) received by the 

farm er in the form  of either hom e-produced 

food and fuel or farm -dwelling rental value. 

City dwellers naturally are also free of taxa

tion on nonm oney income, but such items 

constitute a m uch sm aller proportion of their 

total income.
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The most essential fertilizers
If all such factors are taken into account, 

the returns to  farm  and nonfarm  workers 

probably could be considered com parable 

when farm  per capita income amounts to 

about two-thirds of nonfarm  per capita in

come. A lthough this relationship has not yet 

been reached, it has been approached in the 

last several years, so there are grounds for 

optimism that a stable relationship may soon 

be achieved.

The im provem ent has not resulted because 

of the production of an ever-larger pie, but 

rather because of the division of the pie 

among an ever-sm aller num ber of participants 

in the harvest ceremony. Farm  employment, 

now at about 5 .0  million, has declined about 

one-third since 19 50 . The survivors in the 

drive to transform  agriculture into a m odern, 

efficient industry are those who have had 

ample m odern resources to w ork with. Thus, 

the 3 percent of farm  operators who accounted 

for one-third of total marketings in 1 9 6 0  also 

accounted for two-fifths of cash operating 

expenses and an equally disproportionate 

am ount of farm  credit, yet they accomplished 

all this with only one-fifth of the value of the 

nation’s farm land. A t the other end of the 

scale, the 5 7  percent of farm  operators who 

accounted for only about one-tenth of total 

marketings suffered from  disproportionately 

small applications of those most essential 

fertilizers, capital and credit.

This is the crux of the farm  “problem .” The 

nation need not worry about the survival of 

A m erican agriculture, or even its efficiency, 

since the industry’s phenom enal record of 

rising productivity attests to its underlying 

strength. R ather, in the words of Professor 

G albraith, “W hat is at stake is the traditional 

organization of this industry. We are in the 

process of deciding between the traditional

family enterprise of m odest capitalization and 

widely dispersed ownership and an agriculture 

composed of much larger scale, m uch more 

impersonal, and m uch more highly capitalized 

farm s.”

Em otion as well as economics, in other 

words, is a constant factor in the farm  debate. 

President Theodore Roosevelt’s Country Life 

Commission contended that national policy 

must aim “to preserve a race of m en in the 

open country that will be the stay and strength 

of the nation in time of war, and its guiding 

and controlling spirit in time of peace.” Presi

dent Franklin  Roosevelt’s Secretary of A gri

culture (H enry  W allace) argues today, as he 

did a generation ago, for essentially the same 

policy. Y et the migration from  the farm  con

tinues, and at an accelerated pace.

Reverse Homestead Act?
High farm  productivity and high farm  fer

tility encourage a constant movement of work

ers trained for farm ing into other occupations. 

This pressure, exerted through the price m ech

anism, may continue to provide lower incomes 

for agricultural workers than for the great 

m ajority of workers in other occupations. In  

view of this phenom enon, those who wish to 

raise the farm er’s living standard while lower

ing the farm  population (su ch  as Professor 

Theodore Schultz) argue that the H om e

stead A ct of a century ago should now be re

versed, by paym ents to families now actively 

farm ing which agree to move out of agricul

ture and to accept nonfarm  jobs. B ut the 

m arch of events may overtake this as it has 

so many other suggested solutions. The flight 

from the farm  has continued for a half-cen

tury despite the existence of other types of 

subsidies— and, despite changing policies and 

unchanging exhortations, it is quite likely to 

continue as an economic fact of life.

179

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

December 1963



FEDERAL RESERVE B A N K  OF  S A N  F R A N C I S C O

How Fares the Husbandman?
II. The Prospect

T* h e  net income of the nation’s farm  opera

tors has risen in  each of the last three 

years, but the prospect is not very bright for 

further increases in 19 63  and 1 9 64 . So far 

this year, net income has lagged because ris

ing production expenses have m ore than offset 

a small increase in cash receipts. A nd now, 

according to the annual D epartm ent of A gri

culture forecast, some decline is likely next 

year as well.

Twelfth D istrict farm ers may not be able to 

buck the unfavorable national trend in 1964, 

but they may well have done so this year, and 

thereby reversed a two-year decline in net in

come. District returns were aided early this 

year by rising citrus and potato prices; then, 

later, wheat receipts were stim ulated, partic

ularly in the Pacific N orthw est, by a sharp 

recovery in wheat yields coupled with an 

increase in acreage. In  the livestock sector, 

meanwhile, heavy m arketings have kept re

ceipts stable, despite lower average prices. 

Late-year returns m ay be adversely affected, 

however, because of a small, rain-affected 

cotton crop and a relatively poor price situa

tion for fall potatoes.

The decision of wheat producers to reject 

the acreage-control and diversion-paym ent 

features of the Federal W heat Program  may 

seriously affect the income of the nation’s farm 

ers in 19 64 . In  the absence of acreage con

trols, price-support levels will drop even for 

those producers planting within their acreage 

allotments; and those producers overplanting 

their allotments will be com pletely ineligible 

for price support. The likely result is a de

crease both in cash receipts and in govern

ment payments to farm ers. W ith revenues thus 

declining and production expenses rising, net 

farm  income m ay drop by 5 percent or more 

— a somewhat greater decline than is indi

cated for 19 63 .

Price of the wheat vote
The wheat program  effective this year and 

the program  originally proposed for 1 9 6 4  dif

fer in two m ajor ways. The program  rejected 

in last spring’s referendum  would have re

duced the national acreage allotm ent to 4 9 .5  

million acres from  5 5  million acres in 19 63 . 

The program  also would have offered a two- 

price plan of support, along with a lim itation 

on the volume of m arketings at the higher 

support level. R oughly 8 0  percent of pro

duction, representing domestic requirem ents, 

would have been eligible for price support at 

a national average level of $ 2 .0 0  per bushel, 

and the rem ainder of the allowable m arket

ings would have been eligible for support at 

$ 1 .3 0  per bushel.
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Importance as source 
of cash receipts 

(Percent of total cash receipts, 
1961-62 average)

National prospects 
— Change from 1963—

Item U .S. 12th District Supply Price

Beef 22.2 19.4 Larger About the same

Hogs 8.9 0.8 Smaller H igher

Lamb and Mutton 0.9 1.3 Smaller About the same

Cotton 7.1 9.0 Acreage unchanged 6 5 -9 0  percent of parity

W heat 6.0 4.6 Larger Lower

Grapes 0.5 3.0 Sm aller N o estimate

Potatoes 1.1 2.7 Up slightly No estimate

Peaches 0.4 1.2 Larger No estimate

Prunes |
0.2 1.3 Smaller No estimate

Plums J

Apples 0.7 1.3 Up slightly No estimate

Pears 0.2 0.4 Larger N o  estimate

Source: Department of Agriculture.

W hen wheat farm ers turned down this pro

gram they were free to plant as much wheat 

as they pleased. But most farm ers apparently 

responded to other inducem ents and contin

ued to conform to their original acreage allot

ments. If they had not, they would not only 

have lost paym ents under the Soil B ank pro

gram as a consequence of overplanting, but 

might also have lost p art of their acreage his

tory, which would have reduced the acreage 

they could plant to w heat in the event of a 

later vote in favor of the m andatory control 

program  utilizing acreage allotments. A nd 

that vote m ay occur sooner rather than later; 

in the spring of 19 64 , wheat farm ers will be 

offered the same alternatives for the 1965  

crop that they were offered this year— unless, 

of course, a new law offers a different pro

gram.

Frozen orange juice
The nation’s citrus producers, many of 

whom incurred severe freeze damage last win

ter, have seen their hopes for the 1 9 6 3 -6 4

season chilled as well. C urrent production 

forecasts for Florida, which in recent years 

has accounted for about 7 5  percent of all 

oranges produced in the nation, are for a crop 

3 0  percent below norm al and smaller even 

than last year’s short crop. O utput in Texas, 

an even greater freeze victim, will probably be 

less than 10 percent of the 1 9 5 7 -6 1  average 

crop. California and A rizona look for in

creased orange output, but these gains will 

only partially offset the loss of production in 

other m ajor producing areas. The grapefruit 

crop, influenced by the sam e unfavorable 

growing conditions in F lorida and Texas, will 

also be smaller than usual, even though Cali

fornia and A rizona producers are expecting a 

heavier crop.

Dedicuous fruit, unlike citrus fruit, has fa

vorable production prospects for 1 9 6 4 . C her

ries, pears, and prunes, each of which had a 

weak year in 1 9 6 3 , are expected to lead the 

rise in output. As the production of these 

fruits is concentrated in this District, the 

area’s growers should benefit greatly from 181
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District dominates vegetable, 
fruit markets, but not staples
D i s t r i c t  P e r c e n tage  of U.S. T o ta l

Source: United States Department of Agriculture.

their im proved production prospects. On the 

other hand, the 1 9 6 3  record production of 

edible tree nuts will be very difficult to m atch 

next year. The pecan crop was particularly 

large in 19 63  —  a record high and 4 times 

larger than  1 9 6 2 ’s small crop —  while Cali

fornia’s alm ond crop was almost 5 0  percent 

larger than in the preceding year. (E xcept for 

pecans, D istrict states account for all of the 

nation’s commercial production of edible tree 

n u ts .)

Supplies of red m eat are scheduled to rise 

in 1 9 6 4  in line with the gain in population, 

thus m aintaining consum ption at about 170  

pounds per person. The D epartm ent of A gri

culture expects beef cattle num bers at the be

ginning of 1 9 6 4  to be 5 percent greater than 

a year earlier; nonetheless, in view of the 

growing consum er preference for beef, little 

change in beef prices is anticipated. Pork 

prices, on the other hand, are expected to be 

higher since the relatively high price of feed

may initiate a decline in hog production in 

coming m onths. In  the poultry line, a late- 

year expansion in broiler production is ex

pected to materialize, and a m odest increase 

in turkey production is anticipated; the latter 

increase could be m uch greater, however, be

cause of the increased num ber of birds that 

producers intend to m aintain for the hatching 

season.

District decline?
On the basis of these conflicting trends, 

District farm  operators expect to finish 19 63  

in good shape, but they are som ew hat less o p 

timistic about 19 64 . This year, several factors 

contributed disproportionately to the strength 

of farm  income: the freeze-boosted returns of 

citrus producers, the sharp upturn  in w heat 

receipts, and the substantial expansion in live

stock marketings. The “tem porary” citrus sit

uation m ay be m ore than tem porary; some 

time m ay be required for F lorida and Texas 

production to com pletely recover, and in th at 

case, the returns of D istrict citrus producers 

may be m aintained although not necessarily 

increased. B ut returns from w heat marketings 

may fall somewhat, because of the failure of 

w inter wheat acreage to expand as rapidly as 

prices decline. (N onetheless, increased plant

ings of a new high-yielding w heat variety may 

minimize the reduction in re tu rn s.) M ore

over, the rapid rise in cattle feeding activity 

appears to be tapering off; early in the year 

there were almost 3 0  percent more cattle in 

District feed lots than a year earlier, but now 

there are only about 3 percent m ore than a 

year ago. O n balance, then, District farm ers 

m ay suffer a decline in net income in 1 9 64 , 

because of the w eakening of the factors that 

so strongly dom inated the 1 9 6 3  upturn.
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