
Farm Income Declines1

‘I

‘1 ET FARM income in the United States was 10 per
cent less in 1967 than a year earlier, according to the
United States Department of Agriculture. Cash re-
ceipts from sales of farm products were down slightly,
while production expenses continued to rise. Prices
received by farmers averaged 5.3 per cent bower in the
first 11 months than in the same months in 1966, re-
flecting sizable gains in supplies of both livestock and
crops.

Although net income per farm declined noticeably
from the $5,049 in 1966, it still was the second highest
on record. Income (after taxes) per capita of the farm
population was essentially unchanged from the $1,717
received in 1966. Despite the setback last year, income
per farm has increased at a relatively high rate in re-
cent years. Net income per farm and per capita after-
tax incomes of farm people have risen at a 6.5 per cent
annual rate since 1960. By comparison, after-tax in-
comes per capita of the nonfarm population have in-
creased at a 4.6 per cent rate.

Farm income in the Central Mississippi Valley states
in 1967 probably declined about the same per cent
from the 1966 level as the national figure.2 Cash re-
ceipts from products sold in the Valley states during

‘This article is based on data presented at the National Agri-
cultural Outlook Conference in Washington, D.C., November
13-16, 1967.

2The “Central Mississippi Valley” is used as a descriptive name
for the Eighth Federal Reserve District. The district includes
all of Arkansas and parts of Illinois, Indiana, Kentucky, Mis-
sissippi, Missouri, and Tennessee, as shown by the map on the
cover.

the first 10 months of 1967 were one per cent above
those of the same period a year earlier. This favorable
comparison is not expected to continue through the
remaining months, however, because of the greatly
reduced cotton crop. With a lower level of estimated
cash receipts and some further increases in production
costs, net income to Central Mississippi Valley farm-
ers was probably well below the 1986 total.
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Larger feed grain acreage together with a favorable
growing season contributed to the 1967 feed grain crop
of 176 million tons. This was 12 per cent above the
1966 output and about 6 million tons above estimated
domestic use plus exports. Carry-over stocks, which
had declined to 37 million tons at the beginning of
the current market year, are likely to be somewhat
higher at the end of the year.3

Corn production, which accounts for the major por-
tion of the feed grain supply, rose to 4.7 billion bushels,
up 15 per cent from a year earlier, This large harvest
resulted from a 6 per cent increase in acres harvested
and a record average yield of 78 bushels per acre.
Sorghum grain production of 766 million bushels was
7 per cent larger than a year earlier. Oat production
was down 2 per cent and barley was down 6 per cent.

Supplies of edible fats, oils, and oilseeds are sharply
above year.earlier levels as a result of the record soy-
bean crop. These supplies, estimated at 19.0 billion
pounds, are S to 9 per cent greater than in 1966-67.
The soybean crop was almost one billion bushels, or
about 5 per cent above the year-earlier level and 35 per
cent above the previous five-year average. Cottonseed
production, which accounts for about one-sixth of total
oilseeds, was down 21 per cent, and peanuts were up
4 per cent.

Demand for oilseed products,
both for domestic use and exports,
has grown rapidly. Usage of soy-
beans in the current marketing year
is expected to total about 950 mil-
lion bushels, almost 10 per cent
more than last year. Nevertheless,
carry-over stocks are expected to
rise somewhat from the 91 million
bushels last year.

Carry-over stocks of wheat, which
had declined for several years, are
also likely to remain about un-
changed despite the record 1967
crop of 1.5 billion bushels. This is 16
per cent larger than wheat produc-
tion in 1966 and about 26 per cent
greater than the 1981-65 average.
Domestic use of wheat for feed,
however, is expected to rise sub-
stantially, and exports may increase

3The market year begins with the harvest
season and varies with individual crops.
The market year for corn begins on
October 1; for wheat, July 1; rice and
cotton, August 1; and soybeans, Septem-
berL

somewhat. Wheat usage (both domestic use plus
exports) is estimated to total about 1.5 billion bushels
in the current marketing year, and carry-over may be
less than 500 million bushels, about as in 1967.

Rice supplies in the 1967-68 marketing year total
almost 100 million cwt., reflecting a record crop of 90
million cwt. plus 6 million cwt. in carry-over stocks.
Although rice supplies are about 7 per cent above the
1966-67 level, carry-over stocks this year may remain
about unchanged. Use of rice for both domestic food
and export has increased steadily in recent years, and
this trend is expected to continue in the current mar-
keting year. In 1966-87 food and export use totaled 25
and 52 million cwt., respectively, with industry (pri-
marily breweries) and seed accounting for another 8
million cwt.

Cotton stocks at the end of this year are expected to
be sharply below the generally excessive levels since
1952. The 1967 crop, estimated at 7.6 million bales,
was down 20 per cent from a year earlier. This is 49
per cent below the 1961-65 average and is the smallest
crop since 1895. The small cotton crop reflects a com-
bination of factors including reduction of 600,000
acres planted, greater abandonment of planted acres
because of a poor growing season, and lower yields.
Carry-over stocks dropped about 4.5 million bales last
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year, and the outlook points to a 5.5 million bale stock
reduction this year. This estimate is based on predicted

exports of 4.7 million bales, about the same as last year,
and domestic mill consumption in excess of 9 million
bales, slightly below the 1966-67 level. These estimates
suggest a carry-over of 6.7 million bales at the end of
the current year, which will be the smallest carry-
over of cotton since 1953.

The excessive stocks of tobacco, typical of the late
1950’s and early 1960’s, have been reduced in recent

years, and the 1987 crop points to some further reduc-
tion of burley tobacco carry-over. The flue-cured crop
of 1.28 billion pounds is about 15 per cent greater than
a year ago and slightly above estimated domestic con-
sumption plus exports. The carry-over of this type of
tobacco at the end of the current marketing year may
be slightly higher than last year, when stocks were the
lowest since 1962. With a decline of 6 per cent in the
burley crop to 546 million pounds, coupled with an
estimated disappearance in excess of 620 million
pounds, stocks will be down further at the end of the
current market season. The desirable ratio of burley
supplies for aging purposes is about 2.8 times annual
usage. The ratio is now about 3.0 times annual use.

Livestock production gains were similarly large in
1967. Production of pork and poultry were each about
15 per cent greater in the first 6 months than in the
same months a year earlier. Commercial beef produc-
tion was up about 6 per cent, along with both broiler
and egg production, while milk production remained
about the same. In the third quarter, however, produc-
tion of most livestock products was nearer 1966 levels.
During the July-September months cattle slaughter

was only 2 per cent above that of the same months a
year earlier, and hog slaughter was only 9 per cent
higher. By September broiler production bad been
reduced to the September 1966 level. Despite this de-

cline, production of most livestock products in 1967
was well above year-earlier levels.

With the abundance of farm production, per capita

supplies of meat and poultry in 1967 were estimated at
record levels, Per capita consumption of red meat
(beef, veal, lamb and mutton, and pork) was esti-
mated at 175.3 pounds, about 5 pounds above the 1966
average and above the previous high of 174.5 pounds
in 1984. Per capita consumption of ready-to-cook poul-
try averaged 37.5 pounds, up from the previous record
of 36.0 pounds in 1966. Turkey consumption of 8.8
pounds per person was also above the previous high
of 7.8 pounds in 1966.

The larger flow of commodities to market in 1967
depressed farm prices. Prices of all farm products
averaged 5.3 per cent lower in the first 11 months of
1967 than in the same period a year earlier. Crop
prices were down 4.7 per cent, and livestock prices
were down 5.5 per cent. Both crop and livestock prices
declined sharply from the fourth quarter of 1966 to the
first quarter of 1967 and remained at these lower levels
through the second quarter. With the large harvest
prospects, crop prices remained at this generally lower
level throughout the year. Livestock prices rose some-
what in the third quarter, with reduced marketings,
but declined again in the fourth quarter.

Of the major crops, the greatest price declines oc-
curred in cotton and soybeans, which averaged 14 and
10 per cent lower, respectively, during the first 11
months compared with the same months in 1966.
Wheat and corn were down about 4 per cent each.
Part of the decline in cotton prices reflects a change
in the Government price support program. In late
1967 cotton prices had regained much of their earlier
loss, reflecting the major decline in 1967 production
and lower Government stocks.

Hogs, broilers, and eggs showed the greatest price
declines of the livestock products. During the first 11
months of the year, hog prices averaged 16 per cent
below year-earlier levels, and broiler prices were down
14 per cent, both reflecting major gains in production.
A decline in egg prices of 20 per cent for the same
months reflects a 6 per cent gain in production and a
continued downtrend in demand, Egg consumption
per capita reached a peak of 403 eggs in the mid-

1940’s and has declined substantially since that time.
Consumption averaged only 318 eggs per person in
the past three years, despite the relatively low prices
during most of the period.

Cash receipts from farm commodity sales during the
first 10 months of 1967 were 1 per cent higher in the
Central Mississippi Valley states than during the cor-
responding months a year earlier. Returns from crop
sales were up about 6 per cent, reflecting a heavier
carry-over of tobacco marketings into 1967 than in the
previous year. %Then data for the remaining months
are compiled, however, crop returns in the area will
probably decline relative to year-earlier levels as a re-
sult of the sizable reduction in cotton output.

Page 19



CASH ncans fROM PARMIM
aNThAL MISSIS 1PP~ VALLEY

(ntilts*n 4oltet~

2an’-Od p r at
194194$ wsOt 1* —Oct Change
Atereg. 3964 1967 1944-1967

kk*nsa $731 8440 5879 8.7
lCotoky 3994 467,2 5144 110
Mas~pp 3-9 5439 3~ 4
M*aaors 931,5 1,0738 1,092J 17
I cans es $901 4233 421.0 06

S Ms s ~pp
V y 20 32 3152-2 3 SW 1.0

tUnas 14354 2 294 2- 445 7.0
1)7144 1 is 1,0914 &

tine t4tn 293446 3>5122 341 8 11

us-n

Similar to the national pattern, major increases in
production of most crops occurred in the Central Mis-
sissippi Valley in 1967. Production of all major crops
in the region, with the exception of cotton and tobac-
co, was well above year-earlier levels. Soybean output
was up 6 per cent, with all states showing major gains
except Missouri. Arkansas and Mississippi, which have
become major soybean producing states in recent years,
produced 9 and 18 per cent larger soybean crops,
respectively, in 1967 than a year ago. Arkansas, with
a production of 91.7 million bushels last year, was the
leading soybean producing state in the Valley group
and third largest in the nation. The 1967 soybean crop
in the five Valley states was estimated at 49 per cent
above the five-year 1961-65 average. In comparison,
soybean production in the nation was 35 per cent
above the average for the same period.

Corn production in the region was up 18 per cent in
1967 with all Valley states sharing in the increase.
Kentucky, with an increase of 44 per cent, showed the
greatest percentage gain.

Production of cotton, formerly the major cash crop in
the region, continued down in each state in 1967. Bales
produced in the area were down 30 per cent from a
year earlier, Greatest percentage declines occurred in
Missouri and Tennessee where production was down
63 and 57 per cent, respectively. Cotton production in
Missouri totaled only 60 thousand bales, compared
with 162 thousand a year earlier and a 1961-65 average
of 419 thousand bales. Production in Tennessee fell to
less than 50 per cent of the 1961-65 average. Produc-
tion in the major producing states of Arkansas and
Mississippi in 1967 was down 31 and 19 per cent, re-
spectively, from the year-earlier levels and 65 and 43

per cent, respectively, from their 1961-65 average. Al-
though part of the decline in cotton production during
the past two years was caused by poor weather condi-
tions, much of the reduction reflects basic supply and
demand forces that have pointed toward reduced cot-
ton output for several years. These forces include ris-
ing cotton production outside the United States, re-
duced demand for American cotton relative to other
fibers, and increased competition for land and labor
resources formerlyused for cotton production.

The Arkansas rice crop, which accounts for about
90 per cent of the area total, continued upward, rising
to 5 per cent above 1966 production and 26 per cent
above the 1961-65 average. This was about equal to
the national rate of gain.

The area’s tobacco crop in 1967, which is primarily
in Kentucky, was 6 per cent smaller than a year ago
and about 13 per cent below the 1961-65 average. For
the nation as a whole, tobacco production was up about
6 per cent in 1967 from a year earlier.

Outlook for 1968
The United States Department of Agriculture pre-

dicts a net farm income in 1968 of about $15 billion,
roughly equal to the 1967 level. An expected gain in
cash receipts plus a moderate gain in direct Govern-
ment payments may boost realized gross farm income
more than a billion dollars. Farm production expenses,
however, are expected to rise about the same amount
as realized gross income.

With fewer farms and farmers in prospect, realized
net income per farm will probably be higher than in
1967 but somewhat below the record level of 1966.
This rise will be coupled with some further gains in
off-farm income by farm people. Consequently, per
capita disposable income of farm people should be
somewhat larger than the 1967 level, which was about
equal to that of a year earlier.

i~>.r.tmth~e t.~or>

The volume of farm product marketings in 1968
may be somewhat larger than in 1967. Livestock output
is expected to remain about the same, but the volume
of crop marketings, because of the large output in 1967
and the lateness of a number of major crops, will be
substantially greater.

Estimates of little change in volume of livestock
production in 1968 are based on projections of about
the same amount of red meat and milk production,
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some decline in egg production, and a relatively small
increase in poultry output. On the basis of cattle num-
bers and number on feed, total cattle slaughter in 1968
will probably continue at about the 1967 level, with
somewhat larger fed cattle marketings offsetting a de-
cline in marketings of cows and calves. Hog slaughter
for the year may average slightly higher. Little change
from year-earlier levels is expected during the first
six months, but with larger feed supplies and lower
feed prices, hog slaughter will probably rise above

year-earlier levels in the second half of 1965. Lamb
slaughter is expected to continue the downward trend
of recent years, Dairy cow numbers will probably de-
cline another 3 to 4 per cent in 1968, but output per cow
has been increasing at about this rate. Thus, little
change in milk production is anticipated.

Broiler production is expected to continue up in
1968 hut at a slo\ver rate than in 1967. Recent place-
ments of pullet chickens for broiler supply flocks have
been down from year-earlier levels, This cutback,
coupled with the very low prices of recent months,
point to a reduction in the rate of increase of broiler
output in early 1968, If prices provide the incentive
later in the year, the smaller laying flocks still have the
capacity for an increase in broiler production.

Egg producers are expected to cut backfrom the rec-
ord number produced in 1967 in response to the rela-
tively lo\v prices received. Production may run slightly
above 1967 levels in the first half of the year, but after
mid-year production is expected to drop below the
year-earlier rate.

The record production of crops in 1967 of 4 to 5 per

cent above 1966 assures larger marketings of most

crops during the 1967-68 marketing season. What hap-
pens later in the year as the new harvesting season

begins depends upon numerous factors including an-
ticipated prices, growing conditions, and government

programs. The 1968 government programs which have
been announced are designed to reduce wheat and
feed grain acreage by about 10 per cent and expand

cotton production to eoual estimated domestic con-
sumption plus exports. This would require an increase
in 1968 output of about 75 per cent from the very small
1967 crop.

Prices received by farmers for all commodities in
1968 are expected to average somewhat higher than in
1967. Despite the large volume of crop marketings in
prospect, crop prices are likely to average about the
same as in 1967. Most crop prices currently reflect
government price supports, thus the larger supplies
are not expected to depress prices much more. If over-
all livestock product marketings are unchanged as
anticipated. output per capita will decline some\vhat.
This decline, coupled with a very strong prospective
demand, points to higher prices.

Prices are expected to average somewhat higher for
cattle, hogs, calves, and lambs. Milk prices are likely to
average near 1967 levels if current price supports and
Federal milk marketing order price levels continue,
Egg prices to producers may average below year-ear-
lier levels in the first half of 1968, but higher in the
second half of the year. Broiler prices in the early
months of 1968 should remain about unchanged, al-
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though they are expected to be moderately higher later
in the year.

~>g. ~or .v~cod

Reflecting a sizable decline in prices received by
farmers and an offsetting increase in processing and

distribution costs, food prices at retail stores in 1967
remained about unchanged. Total food prices, which
include retail store sales plus restaurant sales, rose 1
per cent, as a 5 per cent increase occurred in restaurant

prices.

Advances in food prices are expected in 1968. Farm
commodity prices are expected to rise rather than fall.
Demand for food will continue up, but supplies may
remain about unchanged. Also, continued advances
in food marketing costs must ultimately be reflected
in food prices. Thus, in contrast to 1967 when a larger
per capita supply of food products contributed to price
stability, little change in supplies and higher prices
suggest an overall increase of 2 to 3 per cent in food
costs for 1988.

~-c:.:.:.:
H._~

Page 22


