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District Farmers7 Prospects 
and Purchases in 1956

I n  1955 EIGHTH DISTRICT FARMERS' INCOMES were improved by larger cash 
receipts from cotton and broilers, but the gain was almost exactly offset by lower receipts 
from hogs, tobacco and rice.

For 1956 underlying forces may net out to a decline in cash receipts. Severe adjust
ments appear inevitable for cotton sales, but the exact timing is less certain. On the other 
hand, farmers have absorbed much of the shock in the present beef and hog cycles which 
likely foretells higher prices in the latter part of 1956. The expected price strength and 
larger sales volumes suggest better times for red meat producers in this area.

Adjustments in spendable funds hold diverse meanings for different categories of 
farm purchases. Expenditures for seed, tractor operation, food, and medical care may be 
affected only moderately by farm income changes. However, optional outlays for com
mercial feed and fertilizer may be more responsive, although in complex ways, as will 
deferrable capital expenditures including those for furniture, household equipment, farm 
equipment,; and farm buildings.

r a l

Operations of the FRB St. Louis in 1955— p. 22

B a n k
St. Louis

Survey of (Current Conditions—p . 26

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

February 1956



In 1935 Eighth District farmers’ incomes were 
improved by larger cash receipts from cotton 
and broilers, . . .

D i s t r i c t  FARM RECEIPTS in 1955 were quite 
close to the level of those in the previous year. Gross 
income from cotton, the most important district cash 
commodity, was well above receipts in 1954. So high 
a gross income from cotton surprised even the closest 
observers who made estimates before the harvest 
season. Prices were about as expected, but the aver
age yield per acre set a new high at 57 per cent above 
the recent ten-year average. Consequently, cash re
ceipts from the 1955 cotton crop were up approxi
mately 17 per cent from the level of 1954.

Receipts from broilers likewise pleasantly aston
ished farmers in northwest Arkansas and southern 
Indiana. Notwithstanding a sizable increase in out
put and tremendous competition from record per cap
ita supplies of red meats, average prices for the year 
were up nearly one-tenth. The result was a rise of 
almost one-fifth in receipts from broiler sales.

.. . but the gain was almost exactly offset
by lower receipts from hogs, tobacco and rice.

On the negative side, tremendous supplies of pork 
competing with record per capita consumption of beef 
and poultry meats broke the hog market to the lowest 
point since December 1941. Consequently, cash re
ceipts from hogs, which are produced primarily in the 
northern half of the district, plunged down about one- 
fourth from the level of 1954. In other district areas 
receipts from geographically concentrated tobacco 
and rice crops also fell about 10 and 20 per cent, 
respectively, as a production decline of 20 to 25 per 
cent was only partly offset by higher prices. Changes 
in the income position of other major commodities 
were moderate.

For 1956, underlying forces may net out 
to a decline in cash receipts.

The level of cash farm receipts for the whole dis
trict in 1956 may turn out to be somewhat less favor
able than in 1954 and 1955. Price support proposals, 
with their implementation now uncertain, could, of 
course, materially alter any forecasts for specific com
modities. Aside from the uncertainties involved, exist
ing pressures from the supply and demand positions 
of some commodities will cause eventual shifts from
1955 levels of cash farm receipts; some will be favor
able to district farmers and some will be unfavorable.

Severe adjustments appear inevitable 
for cotton sales, . . .

Among crops likely to be in an unfavorable position 
will be cotton. A brief summary of the outlook indi
cates why. The total United States supply of cotton 
for the 1955-1956 marketing year has been estimated 
by the United States Department of Agriculture at 
25.9 million bales, including 14.6 million bales from

the 1955 crop. Presumably this cotton must eventually 
be sold or disposed of in other ways. At best, such 
large supplies will be an impediment to expansion of 
inventories either in government or private hands. 
Against the large supply may be set an annual domes
tic consumption of approximately 9 million bales, plus 
a foreign demand which is expected to dwindle to 2.5 
million bales during the coming marketing year. 
These figures suggest the inevitability of production 
adjustments or price adjustments or some combina
tion of the two. As a consequence, the United States 
Department of Agriculture has tentatively established 
district states acreage quotas for 1956 at 6 per cent 
below 1955. Separate provisions for acreage reduc
tions on a voluntary basis also have been considered; 
as proposed, such provisions would likely affect total 
cash farm receipts only moderately.

However, yield per acre may have more influence 
than acreage planted on total cotton production. If 
the record district yield, estimated for 1955 at 542 
pounds per acre, becomes a new “normal,” production 
in 1956 may be down only 6 per cent, i.e., simply by 
the proportionate acreage quota reduction. Should 
cotton farmers achieve only the average yield per acre 
in the Delta during the last three years, production 
would be off close to 20 per cent. Or if an extension 
of the nine-year moving average were used as a guide, 
production could be expected to approximate 30 per 
cent less than last year. In all cases some allowance 
should be made for weather uncertainty.

The possible income drop on account of output 
reduction alone would be serious, but an additional 
factor must also be considered. There may be a sizable 
drop in effective support levels. A combination of the 
two factors could result in a drop of one-fourth to 
one-third in cotton receipts from the levels enjoyed 
by district farmers in 1955.

. . . but the exact timing is less certain.

All of the factors in this computation have a degree 
of uncertainty both as to magnitude and timing. If 
yields per acre should closely approach or exceed 
those of 1955 and if price supports change very little, 
inevitable adjustments in income from cotton sales 
would be deferred though they might later be magni
fied. On the other hand, reduced yields and price 
supports could, of course, result in an earlier adjust
ment toward bringing supplies more nearly in line 
with the quantity consumed. Whatever the outcome 
may be in 1956, firms selling to farmers in cotton 
areas can be certain that more negative than positive 
pressures on cash receipts from cotton will eventually 
be realized.

On the other hand, farmers have absorbed
much of the shock in the present beef and
hog cycles . . .

Beef and pork producers, unlike cotton farmers, 
have already accepted sharp price reductions which
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typically have been associated with recent production 
cycles. Production peaks in both of these cycles coin
cided in 1955 at exceptionally high levels.1 Concomi
tantly, United States red meat producers have initiated 
steps to moderate what appeared to them as over
production at prices at which they could profitably 
sell. For cattlemen, steps taken have included an 
increasingly higher rate of cow and heifer slaughter, 
an effective way to reduce future numbers of market
able cattle. In 1955 female stock accounted for 49 
per cent of the total numbers processed, compared 
with 42 per cent in 1952.

. . . which likely foretells higher prices
in the latter part of 1956.

However, the full impact of increased slaughter of 
breeding stock during the period 1953 to 1955 may 
not be felt in the first half of this year. Total numbers 
slaughtered, particularly of finished cattle, may be 
even greater than in the year before, promising more 
than adequate supplies of high quality beef. More 
favorably, some price relief to farmers appears in 
sight for the latter part of the year, as the slaughter 
of cows and heifers is expected to decline from the 
unusually high numbers of 1955. Expressed in the 
terms of experienced cattlemen, the cattle numbers 
cycle nationally shows signs of turning down which, 
on the basis of past experience, means that the price 
cycle may soon turn gently upward in the latter part 
of 1956.

The hog outlook as reported by the United States 
Department of Agriculture is quite similar to the pros
pect for beef cattle: national supplies will become 
increasingly large the first half of 1956 as a result of a
12 per cent increase in pigs born in the fall of 1955. 
More hopefully, as a result of reduced prices during 
the fall and early winter of 1955, farmers had 2 per 
cent less sows bred to farrow spring pigs for sale in 
the fall of 1956. Like the beef cycle, the present hog 
cycle apparently is following a normal pattern and 
will likely reach a peak in production by the latter 
half of 1956. The consequence will probably be 
moderately higher prices, relative to those this win
ter, for hogs sold next fall and winter.

The expected price strength and larger sales
volumes suggest better times for red meat
producers in this area.

Happily for district farmers, livestock production 
and sales in 1956 can be expected to reflect the gen-

l  Cattle production cycles refer to the rhythmic variations over periods 
of several years in the numbers sold. Typically, numbers sold increase for
5 to 10 years and then decrease over a similar number o f years. Conse
quently, there is normally a period o f about one and one-half decades 
from peak to peak in cattle numbers marketed. United States Department 
o f Agriculture estimates suggest that 1955 may have been the peak of the 
cattle numbers cycle. The price cycle tends to be the inverse of the cattle 
numbers cycle. H og production and price cycles are quite like the beef 
cycles, except that the hog cycles are shorter, reflecting more rapid repro
duction processes.

erally excellent recovery in feed supplies from the 
drouth of 1954 and previous years. In Missouri, for 
example, the increase in feed grain and hay output in
1955 was a surprising 140 per cent. As a consequence 
of improved crops and pastures in the district, farm
ers in 1955 were encouraged to keep more cows and 
heifers for the future.

So it is with hogs. Farmers in district states other 
than in Indiana and Illinois will have 23 per cent 
more pigs to sell this coming spring than they did in 
the spring of 1955, though the increase nationally is 
expected to be only 12 per cent. For sale next fall, the 
increase from the fall of 1955 will approximate 14 per 
cent compared with a 2 per cent decline for the 
nation. Thus with hogs as well as with cattle, dis
trict farmers can look forward to 1956 as a year in 
which they may multiply at least seasonally higher 
prices in the latter part of the year by greater total 
sales for a moderate net increase in cash receipts from 
sales of red meats.

Adjustments in spendable funds hold diverse
meanings for different categories of farm
purchases.

The volume of district farmers' purchases in the 
year ahead will be affected by many things. The 
levels of the preceding year's net disposable income, 
together with the stock of liquid assets built there
from, plus the prospects for net disposable income in
1956 are the key elements in decisions to make certain 
expenditures. On the other hand, firms selling some 
items or products to farmers find that gross receipts, 
which are roughly twice net income figures, are the 
more significant element in the farmers' expenditure 
decisions. Expenditures for consumption items by 
the farm family tend to be influenced by net dispos
able income, whereas outlays for the cost of doing 
business on farms seem to be more responsive to gross 
cash farm income.

On the assumption that aggregate district cash farm 
receipts were unchanged in 1955 and will decline 
moderately in 1956, what may be expected in terms of 
farmers’ purchases of major items? The volume of 
sales to farmers, as with sales to other businessmen 
and consumers, is usually somewhat uncertain. How
ever, an inspection of past relationships between de
clining farm income and cash expenditures for certain 
categories of purchases affords valuable insights for 
those interested in farmers as customers.2 Projections 
of and conclusions from these historical relationships 
are made in the following paragraphs, with allowance 
for uncertain factors such as price support and allot
ment programs, changing consumer demand, and 
basic secular changes in production methods.

2 For a discussion of the farmer as a customer of the lending agency, 
see “ A Look at American Farm Credit Experience,”  Monthly Review, 
Federal Reserve Bank of St. Louis, December 1955.
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CHART 1

NON-D ISCRETIONARY EXPENDITURES

in a Period of Declining Cosh Farm Receipts
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CHART 2

DISCRETIONARY EXPENDITURES

in a Period of Declining Cash Farm Receipts 
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Expenditures for seed, tractor operation, food ,
and medical care may be affected only
moderately by farm income changes.

Farmers and their families typically have certain 
cash operating and living expenses which are no more 
than moderately affected by changes in the level of 
prices, yields, or cash farm receipts of the magnitude 
experienced recently or that might be experienced in 
the near future. Among these expenses are seed, oper
ation of motor vehicles, food, and medical services, 
expenditures which are not discretionary either in the 
short- or long-run. During the recession of 1949, dol
lar purchases by farmers of these goods and services 
changed only moderately (Chart 1). To the business
man, the historical reluctance or the seeming inability 
of farmers to vary greatly their purchases of these 
goods and services may portend relative stability of 
sales. However, to farmers who must buy regardless 
of the level of cash farm receipts, nondiscretionary 
expenditures present a problem, for outlays on the 
four goods and services listed above equal approxi
mately one-fifth of national gross farm income.

However, optional outlays for commercial feed
and fertilizer may be more responsive, . . .

Some expenditures are more responsive to income 
changes than those listed above; farmers' purchases 
of commercially prepared feeds have historically de
clined, albeit irrationally in many cases, as cash farm 
receipts dropped. In 1949 the decline was nearly one- 
fourth (Chart 2). Unlike their choices with respect to 
seed and tractor fuel, farmers have closer alternatives 
to buying commercial feed. They can mix feeds 
grown on their farms with purchased protein and 
other components, or they can feed a ration including 
primarily home grown feeds. Apparently, as cash re

ceipts become more limited, farmers have tended to 
select one or both of those alternatives. Thus it is 
that, notwithstanding the large number of animal 
units now being fed on United States farms, feed men 
are confronted with the challenge of maintaining sales 
during periods of increasing resistance on the part of 
farmers.

. . . although in complex ways, . . .

Sales of fertilizer, another item of optional expendi
ture, likewise declined as cash receipts fell during the 
severe depressions of 1920-1921 and 1929-1933. How
ever, in recent years fertilizer sales have been main
tained even in periods of falling income ( Chart 2). The 
change from traditional patterns has been partly the 
result of acreage allotments and price support pro
grams which apparently encouraged the substitution 
of fertilizer for the restricted land area with resulting 
higher per acre yields. Furthermore, a wider accept
ance of fertilizer applications based on soil tests has 
been a major facet of the advanced scientific farming 
of the mid-twentieth century. Thus, happily for farm
ers, mineral processors, and fertilizer distributors, but 
much to the distress of those trying to reduce over
supplies, the expanded use of fertilizer has softened 
the shock of acreage controls and may continue to 
do so.

. . . as will deferrable capital expenditures
including those for furniture, household equipment,
farm equipment, and farm buildings.

A characteristic common to most capital expendi
tures is that they can be made at a rate more rapid 
than present needs require and be accumulated for 
future use. Conversely, purchases can be deferred for 
a period of time while farmers utilize existing capital

Page 20

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

February 1956



CHART 3

DEFERRABLE EXPENDITURES

in a Period of Declining Cash Farm Receipts 
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equipment and facilities. The former characteristic 
has historically typified the rate of capital expendi
tures by farmers during years of high or rising income 
and the latter during periods of low or falling cash 
receipts.

Purchases of furniture and household equipment 
declined considerably more than gross cash receipts 
in the 1949 recession, 22 per cent as compared with 8 
per cent (Chart 3). Further evidence of the sensi
tivity of farmers’ durable purchases to changes in 
receipts may be seen in the 16-year period from 1939 
to 1955, when both dollar purchases of furniture and 
household equipment by farmers and gross farm in
come more than trebled.

The relationship between the level of cash receipts 
and expenditures on farm equipment and buildings 
has been less consistent. During the period 1910 to 
1948 the correlation appeared quite high, but since

then it has been less so. In 1949, as realized gross 
farm income declined 8 per cent from that of 1948, 
capital expenditures on motor vehicles, machinery, 
other equipment, and buildings increased by 7 per 
cent, thereby breaking the traditional correlation of 
previous years (Chart 3). Several suggestions for 
recent departures have been offered: a high rate of 
technological advance, farm consolidation accompany
ing increased mechanization, the high level of farm
ers’ equities and financial assets, and more efficient, 
labor-saving equipment attractively displayed. What
ever the causal factors may have been, and notwith
standing the present high value of real capital on 
United States farms, a high level of sales in 1955 leads 
farm equipment dealers to hope that the traditional 
relationship between declining farm income and falling 
sales volume no longer prevails. Certainly farm con
solidation at a rate which resulted in 11 per cent 
fewer farms over a five-year period plus the almost 
unbelievable rate of technological development were 
of great consequence in determining outlays for farm 
machinery and farmstead equipment, which approxi
mated 15 per cent of cash receipts from farm market
ings in 1955.

One final observation seems appropriate. Farmers, 
like all producers, must invest limited capital funds 
to their best advantage. Supposedly, then, as farm 
receipts decline farmers’ decisions become more diffi
cult, and businessmen must compete more strenuously 
for a restricted number of dollars. The commodities 
which are bid highest will tend to be those on which 
farmers think they can get the greatest returns. Aside 
from the major non-discretionary items, purchases of 
goods such as fertilizers and needed physical equip
ment, which are related to price support activities or 
major fields of technological development, would 
seem most likely to continue at high levels during 
the coming year.

L a w r e n c e  E. K r e i d e r
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