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Farm Income in the Eighth Federal Reserve District
Any realistic attempt to appraise the economy 

and the economic problems of the Eighth Federal 
Reserve District must begin with the basic fact 
that the district is essentially rural in character. In 
1940, the district’s population was about 10.2 million 
persons and 6.5 million or almost two-thirds of 
these lived on farms or in rural communities (towns 
of less than 2,500 population). About 4.5 million 
or 44 per cent of the total population actually lived 
on farms, although not all of these were directly 
dependent on farming for a livelihood. The heavy 
wartime migration from farm to urban centers plus 
withdrawals for military service cut the agricultural 
population of this district substantially, but even in 
1944 some 3.3 million people in this area made their 
living on the farms they occupied and worked. 
Today the number is somewhat larger since there 
has been an appreciable movement back to the 
farms since the end of World War II.

Income from agriculture is of considerably more 
importance in the district’s total income structure 
than in that of the nation as a whole. For example, 
in 1939 value of farm products sold or used by 
district farmers was equivalent to 30 per cent of 
the value of products manufactured within the dis
trict in contrast to a ratio of 14 per cent for the 
entire United States. In that year the value of

Eighth District farm products sold or used was 
$750 million. In 1944, because of larger output and 
higher prices, it was $1.7 billion or 125 per cent 
more than in 1939 and 50 per cent more than in 1929.

Previous articles in this Review have stressed the 
basic economic problem of this district— the need 
for higher income for its people. A major part of 
the problem is to raise per capita income on the 
district’s farms which means one of two things— 
substantially less people turning out the same 
amount of farm products at reasonable prices, or 
substantially more production at reasonable prices 
from the people now on farms plus the potential 
farm population increase.

This article focuses attention upon the sources 
of farm income and the variations and shifts in the 
farm income structure of the Eighth District in 
order to provide better understanding of the nature 
of the district’s problem. Data are from the Censuses 
of Agriculture for 1930, 1940 and 1945. County 
figures were used to obtain data for the district 
proper and for convenience the state names, unless 
otherwise indicated, refer only to district portions 
of the states—in land area all of Arkansas, 85 per 
cent of Missouri, 56 per cent of Kentucky, 45 per 
cent of Mississippi, 37 per cent of Illinois and 26 
per cent each of Indiana and Tennessee.

Geographic Pattern of Farm Income
The Eighth District comprises 6.6 per cent of all 

land area in the United States, but contains 8.5 per 
cent of the farm land area and 14 per cent of the 
farm population of this nation. In other words, a

greater proportion of this district’s area is in farms 
than is true for the nation as a whole, and the 
district’s farms support more people per square 
mile of farm land than the United States average.

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

June 1, 1947



In the Mid-South states of Tennessee, Mississippi 
and Arkansas, the number of acres from which a 
farmer must earn his living is smaller than in the 
northern section of the district. Mississippi, for 
instance, has 19 per cent of district farm land and 
24 per cent of the farm population, while Missouri 
has 32 per cent of the farm land but only 21 per 
cent of farm population.

F A R M  P O P U L A T IO N , S IZ E  O F  F A R M , A N D  P E R  C A P IT A  
IN C O M E  IN  E IG H T H  D IS T R IC T , 1944

Farm Popu- Proportion 
Average lation Per Population Gross Incom e 

Size Square Mile Under 14 Per Person 
of Farm Farmland Years Old on Farms* 
(A cres) (N um ber) (P er Cent) (D ollars)

Mississippi ...................  68 37 37%  $387
Tennessee .....................  74 35 33 379
Arkansas .....................  88 29 35 422
Kentucky ........... .........  96 26 31 507
Indiana .......................... 110 22 28 570
Illinois .......................... 136 17 27 756
Missouri ........................ 146 16 29 645

Eighth District............  103 24 32 508
* Based on value o f all farm products sold or used by farm households.

This combination of more people on less land in 
the South results in a smaller gross income for 
the average person on a farm in that section than 
in the northern portion of the district, and any un
favorable differences in soil fertility and price re
lationships as among crops accentuates the per 
capita income variation. For example, per capita 
gross farm income in Eighth District Tennessee in 
1944 was only half as large as in Eighth District 
Illinois. And while farm income per capita in the 
district portion of Illinois was higher in 1944 ($756) 
than in any other state or part-state contained in 
the Eighth District, it was smaller than the United 
States average ($769). The district average in 1944 
was but $508. It might be noted that per capita 
gross farm income in the district portions of Mis
sissippi, Tennessee and Kentucky runs higher than 
their respective entire state averages, but that the

UNDER $ 300* 

300 TO 499 

500 TO 699 

700 TO 899 

OVER 900**

* Averaged $258 
** Averaged $1127
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converse is true for Eighth District Illinois, In
diana and Missouri.

The two maps on these pages highlight two 
very important facts about farm income in this dis
trict. First, 011 a per capita income basis the southern 
counties are generally below the district average. 
Second, on a per acre income basis they are gen
erally above the district average. The first map 
shows gross farm income per capita for the coun
ties in the Eighth District; the second shows gross 
farm income per acre. The pattern of Map 2 is 
almost an exact reversal of the pattern of Map 1. 
While the data used pertain to 1944, the same gen
eral pattern is apparent if 1929 or 1939 data are 
used.

It may be noted that there are wide variations in 
income from agriculture among the counties, both 
011 a per capita and a per acre basis. Even in 1944,

a prosperous year for agriculture, gross farm per 
capita income in 70 district counties was under $300. 
All but three of the 17 counties with farm per 
capita income above $1,000 in 1944 were located in 
Illinois and northern Missouri.

The Mid-South area with 135 counties contains 
only two of the 72 highest ranking district counties 
in terms of gross farm per capita income, but has 
33 of the 72 highest ranking district counties in 
gross farm income per acre. Nearly two-thirds of 
the 146 district counties with lowest farm income 
per person lie in the three states of Arkansas, Mis
sissippi and Tennessee and only 34 of the 163 coun
ties in the three northern states of Missouri, Illinois 
and Indiana are in this class.

In the rich delta counties of the Mid-South, in
come per acre in 1944 was twice as large as the 
district average; for that matter it was twice as

UNDER $11* 
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16 TO 20 
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OVER 27**

♦Averaged $9  
•♦Averaged S36
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LAND AREA. LAND IN FARMS AND 
FARM POPULATION 

PERCENT OF UNITED STATES 
AND EIGHTH DISTRICT, 1944
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large as the average for any district state portion. 
Even the non-delta counties of Mississippi in 1944 
averaged higher per acre gross farm income than 
the average for the district portion of Missouri. In 
general, counties with large cotton or tobacco acre
age had the highest per acre income. Most of the 
low ranking counties in per acre farm income were 
in the Ozark region of Missouri and Arkansas.

The foregoing indicates that low per capita farm 
income in the Mid-South as compared with the Corn 
Belt section of the district results primarily from 
the heavy farm population per acre rather than from 
differences in soil fertility or unfavorable price re
lationships. Mid-South states compare favorably 
with other states in the district when income from 
products sold or used is calculated on a per acre 
in farm basis. Farmers in Missouri, Illinois and 
Indiana achieve higher per capita income, not nec
essarily because their land is more productive, but 
because fewer farmers operate larger tracts of land 
less intensively than in Arkansas, Mississippi and 
Tennessee. Even higher per acre income in the 
South can be achieved by increasing soil produc
tivity and better land use practices. Per capita 
income can be increased by more efficient use 
of labor as well as from larger production.

Sources of Farm Income

About one-tenth of the income from all farm 
products sold or used in the United States accrues 
to Eighth District farmers. The district share of 
national farm income, however, has lessened over 
the past IS years. District sales of livestock and 
livestock products represented about the same pro
portion of total sales in the United States in 1944 
as in 1929, but the district share of nation-wide 
income from crop sales in 1944 was less than 10 
per cent, in contrast to 11 per cent in 1929.

This does not mean that district income from 
agriculture is shrinking—on the contrary, as was 
indicated earlier, it was SO per cent higher in 1944 
than in 1929 and has gained since 1944. Farm in
come in the nation, however, has grown more rap
idly than in the district. The most notable advances 
in agriculture in recent years—increased mechan
ization, the introduction of hybrid corn, much more 
extensive soybean acreage, and others—have bene
fited farmers outside the district far more than 
those inside. Progress has been made in this dis
trict, but it has not been as rapid as that in areas 
outside the district—particularly in the Corn Belt.
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SOURCE OF FARM INCOME IN UNITED STATES 
AND EIGHTH DISTRICT, 1929-1944 
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Income from Crops*— The Eighth District obtains 
a greater proportion of its farm income from the 
sale of crops than does the nation as a whole. The 
difference has narrowed, however, since 1929, re
flecting the situation noted above. In 1929, nearly 
46 per cent of the gross farm income in this district 
came from the sale of crops in contrast to 40 per 
cent for the United States. In 1944, district crop 
sales accounted for 44 per cent of farm income, while 
nationally they made up 42 per cent of the total.

In the southern portions of the district a much 
larger proportion of total farm income comes from 
the sale of crops than in the northern sections. For 
example, in the delta counties of Mississippi 90 per 
cent of 1944 farm income came from crop sales, 
chiefly marketings of cotton. In the non-delta coun
ties of that state the proportion of farm income from 
crop sales was 57 per cent, about the same as in 
Arkansas and district Tennessee. The general trend 
toward diversification in this Mid-South region,

* Incom e from crop sales includes receipts only from crops sold as such. 
Grain produced and used for feed, for example, is not included since it is 
finally marketed as livestock or livestock products and counted as income 
from that source. Similarly the value of products grown and consumed 
by the farm household are not treated as part o f income from crop sales.

however, is evidenced by the fact that the 1944 ratio 
of income from crops to total income was smaller 
than in 1929, even though the district’s share of 
nation-wide farm income from cotton rose from 25 
per cent to 32 per cent in the same period.

In Kentucky, where the cash crop of tobacco is of 
paramount importance in the farm income struc
ture, income from all crops in 1944 accounted for 
46 per cent of gross farm income. Almost nine- 
tenths of this crop income was accounted for by 
tobacco sales.

Livestock and Livestock Product Sales—A
slightly smaller proportion of Eighth District farm 
income than of national farm income consists of re
ceipts from the sale of livestock. However, the 
district is gaining relative to the rest of the country, 
and in 1944, approximately a fourth of the income 
for both district and nation consisted of livestock 
sales. The proportion of income from livestock in 
this district increased in each of the census years, 
indicating the greater importance of diversified 
agriculture.
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Receipts from livestock products make up a con
siderably smaller proportion of farm income in the 
district than in the United States. The percentage 
for each in 1944 was only slightly above 1929. The 
1944 figure compared with 1939 represents an in
crease for the district but a decline for the nation as 
a whole.

About three-fifths of the farm income in Indiana, 
Illinois and Missouri comes from the sale of live
stock and livestock products. In all three states, a 
smaller proportion of income came from these 
sources in 1939 than in 1929, but in Indiana and 
Illinois the percentage was higher in 1944 than in 
1929. Livestock sales have become increasingly 
important in Kentucky in each of the census periods.

The most pronounced trend toward increasing im
portance of income from livestock and livestock 
products has occurred in Mid-South states. Al
though income from these sources still is far less 
important than that from sales of crops, the per
centage of income from livestock and livestock prod
ucts combined has increased substantially in each 
of these states since 1929.

Sale of Forest Products— Income from sale of 
forest products from farm land is unimportant in the 
Eighth District even though 23 per cent of the land 
in farms is in woodland of which nearly half is in 
woodland not pastured. Only about 0.5 per cent 
of farm income came from forest products in 1944.

Possibilities for

Generally speaking, increased farm income in the 
Eighth District is dependent upon a better use of 
land under cultivation rather than upon expanding 
crop acreage.

High income per acre in delta counties is due to 
cotton production. Some acreage increase may be 
possible by bringing idle land into production but 
much of any major increase in output will neces
sarily come from higher yields and better land use. 
Some diversification is occurring and probably will 
increase, but cotton seems likely to remain the most 
profitable crop in that area. There is a trend toward 
increased mechanization which, accompanied by 
diversification, will tend toward a higher per capita 
income. This trend should result normally in less 
need for labor, which is desirable providing such 
displaced labor finds non-farm employment.

Cotton is also the chief source of income in non
delta counties of Mississippi, but is less important 
than in the delta. Since a smaller proportion of 
non-delta land is in cotton and per acre yields are 
less, income per acre is lower than for the delta, but 
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It should be noted that these figures do not include 
income from timberland not in farms.

Products Used by Households—Value of farm 
products used by farm households represented 15 
per cent of district farm income in 1944, compared 
with the national average of 10 per cent. The higher 
proportion for this district does not indicate a 
higher per capita consumption of farm products by 
farm households here, but is merely another indica
tion of low farm income. The per capita dollar 
value of products used by farm households in this 
district in 1944 was $78, one dollar less than the 
national average. The total value of products used 
by farm households was a smaller percentage of the 
total income in Indiana, Illinois and Missouri than 
in the Mid-South states, but the per capita value of 
products used was higher in the Corn Belt states. 
Value per capita of products used in Illinois and 
Missouri was $81 and $90, respectively, compared 
with $65 and $70, respectively, in Mississippi and 
Tennessee.

In Kentucky, Indiana and Illinois there has been 
a trend toward a smaller proportion of total value 
of products being used by farm households. The 
converse is true in the South. In Mississippi and 
Arkansas a higher proportion of income in 1944 
came from products used than in 1929. In all three 
Mid-South states, there has been a shift toward 
more self-sufficiency.

is higher than for the district as a whole. A con
siderable portion of this land planted in cotton 
should not be in row crops according to recom
mended land use practices. Cotton acreage prob
ably will decrease in this area either through good 
land use practices or from additional destruction of 
farm land from erosion. If income is to be main
tained, then, it must be through diversification and 
better utilization of resources.

Actual farm records have shown that in many 
areas pasture will yield more income per farm in 
terms of beef or dairy products sold than cotton. 
This does not mean necessarily that on a per acre 
basis pasture is worth more than cotton. However, 
in this area particularly, a large percentage of the 
land is not suited for cotton production; therefore, 
under a one-crop economy, it remains idle. For 
instance, about one-sixth of the land in farms in 
Tippah County, Mississippi, exclusive of woodland 
not pastured, was either wasteland or idle in 1944. 
More than one-fifth of the land was waste or idle 
land in Chester and Hardeman Counties, Tennessee,

Increasing Income
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calculated on the same basis. By utilizing this idle 
and waste land for pasture, a diversified agricul
tural program can be developed, yielding a higher 
net income than under a one-crop system.

Farmers in Illinois and northern Missouri have 
a higher-than-average income per capita from land 
yielding only an average income per acre. Improve
ment here can come from increasing productivity, 
both by increasing yields of present crops and by 
building soil to the extent that higher yielding crops 
can be substituted for present ones; for example, 
alfalfa for red clover. Further increases in income 
also can be attained by using labor more efficiently, 
and to some extent by increasing the size of oper
ating units.

Per acre and per capita income both are low in the 
Ozark region and other similar hilly areas. Although 
some improvement in per acre yield may be 
achieved by proper land and timber management, 
any marked increase in per capita income probably 
can be achieved best by further depopulation, and 
the combination of farms into larger units. Studies 
made in southern Illinois indicates that net income 
from two farms combined is often greater than the 
combined income from two separate farms. In other 
words, half as many farmers living on farms twice 
as large could make possible a greater aggregate

net income than with the present population and 
present size of farms.

Any shifts involving increased mechanization or 
increasing size of operating units require large 
amounts of capital. Large capital input is also 
required to bring idle and waste land into produc
tion, as well as to carry out other farm improvement 
practices. A wise investment of capital for such 
purposes can do much to improve the farm income 
structure in the Eighth District.

A final point should be made here. Although 
census data give a picture of average conditions, 
they obscure the achievements of the more progres
sive and forward thinking farmers. An examination 
of results of individual farms gives clues to the pos
sibilities of future development in the area. Such 
studies have proved that under proper management 
many subsistence farms can be developed into profit
able commercial enterprises. With the widespread 
use of technical information and capital, applied to 
existing soil resources, many farms, not only in the 
Mid-South but in other district states as well, can be 
made to double or even triple their current output. 
With this increased production, the standard of 
living in the area could be raised substantially from 
its present low level.

Donald L. Henry

Survey of Current Conditions
Developments during the past month made small 

contribution to a clear definition of the readjust
ment pattern into which the economy is moving. 
Prices o f basic commodities in the cash and futures 
markets moved within a narrow range in May and 
provided meager evidence upon which to predict 
either the direction or extent of the trend during the 
coming months. Wholesale prices of some items 
declined but others were steady to firm. At the 
retail level, a rash of price reductions by individual 
dealers appeared, but too often such price cuts 
were applicable largely to slow-moving items upon 
which mark-downs were inevitable in an increas
ingly competitive market. It should be noted, too, 
that manufacturers’ prices quoted to price-cutting 
retailers on replacement items have shown very 
little, if any, indication of softening.

A similarly spotty situation exists in production. 
Output of some goods, almost exclusively in the 
nondurable group, appears to have caught up with 
effective consumer demand at current prices. How
ever, shortages of some high quality consumers’ 
goods in both durable and nondurable lines con
tinue. In the heavy industries, materials shortages

are more pronounced and demand remains at near
record peacetime levels.

The unbalanced character of the current business 
situation also is reflected in the changes in manu
facturers’ inventories during March, the latest 
month for which data are available. While the total 
value of inventories increased slightly, almost all the 
gain was in the heavy industries. However, not all 
durable goods industries participated in the increase, 
the advance being confined chiefly to the machinery 
and transportation equipment industries. In the 
nondurable industries, the value of inventories was 
relatively unchanged, seasonal declines in the value 
of stocks held by food and apparel companies being 
offset by slight increases in petroleum, chemical 
and textile stocks.

It is increasingly evident that generalizations 
with respect to the business outlook are of limited 
value in appraising the economic state of the nation. 
Each industry and each company has individual 
problems and varying solutions. This is particu
larly apparent when highly mechanized, efficient 
units are placed in contrast to less efficient pro
ducers. As more sectors of the economy move into
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