
Sales to D istrict Farmers
Since District farmers will receive less income this year, 
they will finger their pennies pretty carefully; they will 
likely pass up the frills and furbeloes. Cash receipts of 3.1 
billion dollars in 1952 show that the District farm market 
is still a sizable one, however, and so retailers of farm 
equipment, television sets, and the like have a strong inter
est in reading the portents in shifting farm prosperity.

The size of the market and prospects for its growth or 
shrinkage also have meaning for those who supply items 
for production. Farmers are the chief market for many 
District manufactured goods. Fertilizer, for example, is 
used heavily in the District, and much of it is produced by 
nearly 13,000 workers in about 250 plants in the region. 
A decided cutback in fertilizer use by farmers could 
shave the payrolls at those plants. Farm cash receipts, 
now running about 6 percent behind last year, give some 
measure of farmers’ spending temperatures. Sales man
agers can see that they are less feverish and wonder about 
probable sales in District states.

Declines in sales to farmers have usually been asso
ciated with slumps in farm income. No event ever exactly 
repeats itself, but even so, a comparison of sales to farm 
income in the past may give some indication of future sales 
under certain income conditions. To make such a compari
son useful, however, it is first necessary to understand 
farmers’ needs and spending patterns and the size of the 
District farm market.

New Needs
At the core of the District’s changing agriculture are eco
nomic pressures that are forcing farmers to enlarge their 
businesses. Surrounding and even permeating this core are 
changes in farmers themselves and the world they live in. 
Farmers now understand more. Their thinking has been 
stimulated by influences more closely associated with man’s 
social nature and institutions than with his interest in 
dollar profits— influences such as better educational facil
ities, new systems of transportation and communication, 
and persuasive promotional programs. They read and hear 
about weed control, specially engineered farm machinery, 
and labor-saving devices for the home; and they can go to 
town to see about these things.

In addition to having influenced farmers to buy more of 
what they were already using, the changing agriculture has 
created new needs. Seeking to increase their incomes by 
enlarging and altering their farms and farming methods, 
for example, farmers have come to rely more heavily on 
machinery. Only last year, mechanical fingers plucked 13 
percent of the cotton grown in Louisiana, whereas in 1949 
all but one percent of the crop was picked by hand.

Spending Patterns
Besides being a business enterprise, the farm is usually a 
home and a way of life. Decisions about how much of the 
available income should be used for production and how 
much for living expenses are often tangled by conflicting 
hopes for larger profits at year-end and desires for better

living at present. The outcomes of family decisions about 
apportioning their income to satisfy old and new needs 
and preferences are registered in patterns of purchases for 
production and family living.

If he is to continue in business, a farmer must spend for 
production items, and such expenditures are an important 
outlay on practically all farms. Major items of such 
expenses in the District are motor vehicle supplies, fertil
izers and lime, purchased feed, and hired labor, each of 
which accounts for from a tenth to a fifth of total farm 
operation expenses. Spending for farm production varies, 
of course, by type of farming area. In one important farm
ing area— the Piedmont, where cotton predominates—  
operating expenses on the average farm in 1952 totaled 
about 1,900 dollars, or half of gross receipts. Fertilizer 
purchases represented about 15 percent of the outlay.

Farmers in the Southeast, as in other sections, reach out 
for production efficiency, and even though their incomes 
decline, some farmers will continue to spend part of them 
for machinery and equipment. A  study made in 1946 of 
Illinois farm businesses gives some indication of the pro
portion of their incomes that farmers spend for tractors, 
combines, hay loaders, corn pickers, and the like. Although 
that year was one of material shortages, Illinois farmers 
with an average disposable income of around 2,500 dollars 
a year spent about 9 percent of it for farm machinery and 
equipment and another 4 percent for automobiles. Such 
spending in the District is undoubtedly less than that in 
Illinois simply because the Southeast is not so heavily 
mechanized. It is likely, however, that individual farmers 
in this region with disposable incomes equal to those of 
Illinois farmers spend about as much for machinery and 
equipment.

When families have low cash incomes they are inclined 
to spend a large proportion of them for living expenses. In 
the District about half of all rural families get total money 
incomes below a thousand dollars a year, and in Missis
sippi, two thirds of the families get less than that. Very few 
farm families in any District state get a total money income 
of more than 6,000 dollars a year. Many farm wage 
workers get particularly skimpy cash incomes.

How District farm families spend that portion of their 
income allotted to living expenses is shown by the results 
of a survey of some Mississippi farmers in 1952. Nearly 
50 percent of their outlay for family living went for food; 
30 percent went for clothing; and 13 percent went for 
household items. In prosperous times, these families spend 
for food at about the same rate as do all consumers, but at 
a faster rate for clothing and household items. In periods 
of economic decline they hold the level of food spending 
but reduce other spending more sharply than all consumers.

Low incomes, rather than lack of desire or scarcity 
of items, account for the relatively small holdings of con
sumer durables on farms. This state of affairs is borne 
out by the disparity between farmer ownership of wash
ing machines in the District and in the nation. Only two
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B a n k  A n n o u n c e m e n t s
On October 1 two nonmember banks will begin remit
ting at par for checks drawn on them when received 
from the Federal Reserve Bank: The Hubert State 
Bank, Athens, Georgia, has a capital of $100,000 
and surplus and undivided profits of $67,869. Its 
officers are M rs. Blanche Hubert Brackett, President; 
Mrs. Virginia Hubert Kellar, Executive Vice Presi
dent; John E. Griffin, Cashier; and Robert D. Dear
ing, Assistant Cashier.

The Riceville Bank, Riceville, Tennessee, has a 
capital of $15,000 and surplus and undivided profits 
of $24,310. Its officers are T. B. Isbell, President 
and Cashier, and R. F. Parkison, Vice President.

fifths of District state farmers owned washers in 1950, 
whereas nearly two thirds of the farm operators in the 
nation had this convenience. Undoubtedly the gap has nar
rowed since then, but the difference is still substantial.

Market Size
Such useful statistics as numbers of farms, spenders on 
farms, engines to be fueled, and stock to be fed; and fig
ures that show the fatness of farm pocketbooks and the 
borrowing ability of farmers are helpful guides for sales
men. The bounds of the farm market for manufactured 
goods are staked out by those markers.

Present farm population in District states is now about 
4.8 million, of which about one fifth are wage hands. 
Most of the farm population in 1953 were residing on 
about one million farms, but if present trends persist, by 
1955 about 3.8 million people may be farming somewhat 
fewer farms of somewhat larger size. Numbers of farms 
pretty well fix numbers of farm households, and these are 
especially important bases for the needs of housefurnish
ings, home equipment, and dwelling units.

No inventory of the dwellings all these farm people 
live in or the barns sheltering their stock has been made, 
nor has the present state of repair been assessed. So the 
size of the farm building-supplies market is difficult to 
estimate. With somewhat over half of the nation’s farm 
homes over thirty years old, and with the percentage in 
the Southeast probably greater, it is safe to say, however, 
that the majority of the District’s farm dwellings are sub
standard in conveniences and general state of repair. With 
such a large base for potential sales, therefore, the farm 
market for consumer durable goods and materials for 
repair could hold steady even with incomes declining.

Many District farmers consider home modernization so 
important that they buy electrical equipment regardless of 
income changes. How many farmers get electricity and 
when they get it, therefore, are important in estimating 
sales of certain household equipment. In 1940 about 
173,000 farms in District states had electricity; by 1952 
the number was 872,000. When buying electrical equip
ment for their homes, farmers’ wives seem to place first 
things first— especially food preservation and water facil
ities. This inclination is borne out by a home economists’ 
survey of some farm operators in the clay hills of Missis

sippi. They found that buying of refrigerators and electric 
water systems was highest the first year after farmers 
obtained electricity and that buying of washing machines 
and cook stoves was highest the second year.

Since farmers cannot spend unless funds are available, 
their ability to get credit, their cash on hand, and their 
willingness to spend are the sales generators and the most 
impressive measures of the size of the farm market. In
1952, farm mortgage and production credit outstanding in 
District states totaled about one billion dollars. After pay
ing off short-term debt and meeting cash expenses, includ
ing 303 million dollars in salaries and wages to workers, 
farmers had a net income of about 1.7 billion dollars. 
This represented their available funds for paying on mort
gages and buying clothing, machinery, equipment, automo
biles, and durables. Most of the money they took in was 
spent— farmers’ savings are largely in the form of invest
ments in their businesses.

Sales Prospects
The current decline in farm income will undoubtedly have 
some effect on sales to farmers. United States Department 
of Commerce data show that in the past, over-all shifts in 
farmers’ total investments in plant and equipment have 
varied 10 percent with a 10-percent change in net cash

Some Measures of Size of Farm Market 
Sixth Federal Reserve District States

Income 
Payments Short-Term  

Farm Num ber Num ber of to Agri- Farm D ebt 
Population of Farms Tractors culture* Outstanding 

_____________________ 1952_______ 1952 June 1953 1952 June 1953
(In M illions of Dollars)

Alabama 9 31 ,678 2 06 ,7 70 74 ,796 302 76
Florida 2 25 ,8 24 55,223 3 0 ,000 306 33
Georgia 933 ,563 187,109 87,744 366 76
Louisiana...... 550 ,443 122,135 54,331 312 42
Mississippi.... 1 ,130,123 246 ,525 89,422 408 76
Tennessee 1 ,046,690 230 ,511 86,907 337 57
Six States 4,818,321 1,048,273 423,200 2,031 360

N ote: Columns 1, 2, 3, and 5 estimated.
* Gross wages and salaries to agriculture plus net income of farm 

proprietors.

income. For the first six months of 1953 the Department 
estimates farmers’ outlays for plant and equipment to be 
off about a tenth from a year ago. This is pretty much in 
line with the Department of Agriculture’s estimate of a 
10-percent decrease in national net farm income for 1953. 
With District farm incomes falling, a reduction of similar 
size in investment outlays is likely for this area.

If cotton yields this year are high, the decline from 1952 
in net farm income in the District may be only about 7 
percent instead of 10 percent as is estimated for the nation. 
If that is the case, District state farmers will get a total of 
about 1.5 billion dollars this year. With District farm 
wages and salaries totaling about the same as in 1952, the 
total farm population will likely obtain about 390 dollars 
per capita this year in contrast to 415 dollars last year. Net 
income per farm operator is likely to fall from a level of 
about 1,650 dollars in 1952 to 1,500 dollars this year.

These income figures indicate that farmers’ purchasing 
power is weakening. A  look at what happened in the last
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Changes in Incomes and Purchases of Farmers 
During Two Recession Years, 1938 and 1949

United States, Sixth District States, and Selected Farms
Percent Change 

1938 from 1949 fromRegion and Item 1937 1948
United States 

Income
Cash receipts and Govt, payments to farmers .
Income payments to individs. in agric. . . .
Gross wages and salaries of agric. workers . .
Net income of agric. proprietors................

Indicators of purchases
Rural sales of gen. mdse............................
Index of farm equip, prod., excluding tractors .
Peanut pickers mfgd. ................................
Manure spreaders mfgd...............................
Tractor cultivators mfgd............................
Milking machines mfgd...............................
No. of tractors produced for farm use . . .
Retail sales of tractors and farm equipment .
New pvt. farm constr., operators’ dwellings
New pvt. farm constr., serv. bldgs................
Value of new farm constr............................
Farm maintenance and repair expenditures

operators’ dwellings............................
service bldgs..........................................

Sixth District States 
Income

Cash receipts and Govt, payments to farmers .
Income payments to individs. in agric. . . .
Gross salaries and wages of agric. workers . .
Net income of agric. proprietors................
Index of farm income in Miss.......................
Av. per capita income of the agric. pop. . .

Indicators of purchases
Com. fertilizer used on cotton....................
Total com. fertilizer u sed ........................
Index of dept, store sales in Miss..................
Index of dept, store sales in a selected

rural area of Miss...................................
Selected Farms*

Indicators of purchases 
Annual expenditures of farm families for:

Food ................................................
Clothing ...........................................
Medical care ....................................

____ Furniture and household equipment . . .
"Percent change for 1950 from 1949. A one-year lag in the effect on income was 
apparent for these products.

**Averages of data for selected account-keeping farms in III., Kans., and Minn.

two periods of farm price recession will help in predicting 
what may happen to sales of farm supplies, machinery, 
equipment, other durables, and soft goods in the present 
weak period. District figures for sales of machinery and 
tractors are not available, but the national figures give 
some idea of what happened in the District. Farm machin
ery purchases in the United States, as measured by various 
indicators, dropped much more at the time of the 1938 
dip than during the 1949 recession. In 1949, declines 
in these indicators of from 11 to 36 percent were asso
ciated with decreases of 8 percent in cash receipts and 24 
percent in incomes to individuals in agriculture. Of course, 
in a period of declining farm prices, not all farmers suffer 
to the same extent, and so some will not cut their spending 
as much as others.

The present decline in cash farm receipts and income 
may be harder on machinery sales than the 1949 decline. 
At that time farmers were investing in machinery at an 
accelerated rate, thereby tending to hold sales high. Now, 
however, the wave of new farm investment is receding, 
and replacement of tractors and equipment is becoming

more important even though farmers make such items last 
a long time.

A  recent survey of farm equipment manufacturers in 
the District by this Bank revealed that slightly more than 
half of them sold four fifths of their products in the South
east. About a third of the firms expected sales to be lower 
in 1953 than last year, and about three quarters of those 
felt that they would be off between 10 and 20 percent.

Sales of farm supplies are likely to be off during the 
coming months as farm activity slackens and may not rise 
seasonally enough next spring to reach past levels. A l
though sales of fertilizer for use on cotton fell 24 percent 
when cash receipts of District farmers fell 8 percent in the
1949 slump, total fertilizer sales gained. Fertilizer sales 
may not actually decline next year, but they are likely to 
slow down somewhat. Gasoline sales may increase as 
farmers put more hours on tractors and trucks in an 
attempt to offset falling prices by expanding output.

Southeastern farmers in recent years of prosperity have 
proved a lucrative market for durable goods although the 
fluctuations in sales to them have been great. The farm 
market for television sets has been broadened by the 
growth in the number of television stations; there are now 
42 either authorized or operating in District states. And 
with liquefied petroleum gas in use on a tenth of the 
Southeastern farms in 1949, and more since, sales of home 
heaters and cook stoves have advanced.

Despite the effects of such market-widening events, 
the decline in farm income will probably reduce farmers’ 
expenditures for furniture, electric ironers, and many 
other durables and for soft goods. Spending records from 
selected account-keeping farms in various parts of the 
nation show that farm income declines do reduce farmers’ 
expenditures for furniture and household equipment. On 
those farms, such purchases declined 22 percent in 1949. 
A drop in agricultural income in a rural state like Mis
sissippi can also reduce department store sales signifi
cantly— it was a matter of a 12-percent cut in some 
farming sections there in 1948-49. Today’s farm income 
shrinkage may bring similar reductions in rural parts of 
the District.

Farmers’ ability to get credit is a bolster to their de
clining incomes. To date this ability is still fairly great for 
District farmers taken as a group. Though their equity is 
being sliced away, the region’s farmers are stronger finan
cially than they were before the war, and so they can still 
borrow considerable sums. They are borrowing heavily for 
both short-term and long-term purposes. Recent increases 
in farm mortgage debt indicate that some farmers may be 
getting cash either to buy with or to put themselves in a 
more favorable credit position by paying off old debts.

Despite the present decline in incomes, the farm market 
is still one of the most important markets in this area. Cur
rent changes, however, emphasize that those wishing to 
take advantage of this market must pay increasing atten
tion to farmers’ new needs, their spending patterns, their 
numbers, and most importantly, their prospective incomes. 
Sales managers and their salesmen must sift and sort this 
evidence in their hunt for the keys that will unlock the 
largest number of farm pocketbooks.
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