
A g r i c u l t u r e  S h o w s  D i v e r g e n t  T r e n d s

The District’s economic developments in agricul
ture are normally less closely related to general 
economic changes than most other sectors. In 
1966, however, the growth pattern of agriculture, 
as measured by cash receipts, did resemble na
tional economic changes reflected in such indica
tors as industrial production, bank credit, and 
the total money supply. But the propelling forces 
behind these changes were dif
ferent. The District’s farm com
munity experienced rapid income 
growth during the first half of 
the year because of increased 
production and very high prices 
for livestock items. But these ex
pansive conditions moderated in 
the last two quarters when prices 
for many items declined and the 
smallest cotton crop since 1946 
was marketed. Thus, by the end 
of October 1966, District cash in
comes were only slightly above
1965, with sales in Mississippi 
even less than a year earlier.

District farmers will probably

remember 1966 as a year of very good prices for 
livestock. Strong consumer and military demands, 
combined with reduced supplies of red meats in 
the U.S., caused primarily by smaller pork pro
duction, pushed the June 1966 District index of 
prices up 17 percent above the mid-1965 level. 
Since midyear, however, increased marketings of 
pork, beef, poultry, and eggs have driven prices

Prices Received by Farmers
Sixth District S tates

Total

♦Unadjusted weighted index.

Livestock prices in District s ta te s  ranged w ell above th e previous year’s  in 1966, 
but prices for many crops were weaker.
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Agricultural Production*
Sixth District States
Percent Change, 1966 from 1965

♦Livestock changes are for the first ten months of 1965 and 1966.

Livestock production advanced in 1966, w hile the output for 
several crops declined.

Cash Receipts From Farm Marketings
Sixth District States  

January—October, 1965-66
Billions of Dollars Billions of Dollars

Crops

Higher prices and livestock production have largely offset 
reduced incom es from crop sa les.

down, despite continued strong demands. Hence, 
in November 1966, the index of prices received 
from livestock sales declined from its June high, 
but still remained above a year earlier.

Farmers with cash crops did not experience 
such a good year. Throughout most of 1966, 
lower crop prices caused cash incomes from crop 
sales to lag behind 1965’s level. Reduced mar
ketings and prices during the fall harvest season 
generated even further weaknesses in crop in
comes. For example, in 1966 near maximum par
ticipation in acreage diversion provisions of the 
new cotton program allowed farmers to reduce 
acreages by nearly 30 percent. Then yields on 
planted acreage fell approximately 8 percent be
low the 1965 levels because of poor growing con
ditions. Meanwhile, cotton prices dropped more

than 20 percent, the result of another provision 
of the cotton program.

Corn acreages and yields were also down in 
1966. However, mounting feed demands from an 
expanding livestock industry more than offset a 
slightly larger U.S. corn crop, causing higher 
prices. District soybean prices were well above
1965, even though production advanced 30 per
cent. Meanwhile, Florida citrus production is also 
up sharply, but prices are considerably lower. 
Despite the strength from certain crop enter
prises, total crop sales were small enough to off
set most of the gains from the livestock sector.

Net farm income for all District farmers will 
probably be near 1965 levels, as greater produc
tion expenses, particularly for labor, taxes, and 
interest, will counteract the increase in govern
ment payments to cotton producers. This varies 
somewhat with the national projection of an in
crease of nearly $2 billion for net farm incomes. 
Nationally, the major support to farm incomes 
also came from the livestock sector, but the crop 
sector was relatively stronger than in the District.

Although aggregate farm production may be 
relatively insensitive to changes in some sectors 
of the economy, local production expenses and 
land purchases are affected by variations in 
credit availability and demand at the national 
level. The strong loan demand and changes in 
credit availability which characterized the na
tional economy in 1966 resulted in higher in
terest rates and reduced credit availability for 
District farmers.

Through the first half of 1966, loans to pur
chase farm real estate expanded sharply. How
ever, after mid-1966, heavy demands from non- 
farm sectors attracted loanable funds from major 
farm real estate lenders, some of whom had to 
modify earlier investment plans. Financial insti
tutions willing to compete for high cost funds 
generally expanded their volume of outstanding 
farm loans, but interest rates rose sharply. Other 
institutions merely reduced their farm mortgage 
loan commitments.

For non-real estate loans, however, the situa
tion was somewhat different, since interest rates 
were higher even though available funds for 
short-term production loans actually increased. 
The availability of funds for such loans depends 
largely upon the level of deposits at local commer
cial banks. Generally, deposits at country banks 
grew in 1966, but competition from other banks 
and financial institutions for deposits and from 
nonagricultural sources for loanable funds caused 
these banks to raise production loan rates.
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