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This article is the ninth in a series concerning MidwestEconomicStudy.Eacharuck discusses
agriculture in theJVinth district.The material used a particular “type of farming” areaa,s delineated
asa basisfor this article is takenfrom theresearch in the study. In the current issue,the economic
that is in progressin conjunctionwith the Upper picture in 4rea I is discussed.

Agriculturalproduction throughoutmuchof the winters are long and cold; minimum seasontern-
northeasternpart of the Ninth district is based peraturesreach —40 to —50 degreesFahrenheit.
mainly on roughage production and dairying. Thearea’slandsurfacehasa very uneven,poor.
Specifically, this region, designatedTypeof Farm- ly drainedtopography,typical of glaciatedareas.
ing Area I for purposesof the Upper Midwest Its soils, which rangefrom infertile to relatively
agricultural study, includes NortheasternMinne- fertile, are mainly light-colored acid soils, which
sota,NorthwesternWisconsin, and Upper Michi’ formedundercool, moist forests.Many lakesand
gan. Although other roughage-consuminganimals bogsdot the landscape.Rock outcroppings,sandy
such as beef cattle or sheepcould be produced ridgesandevenplains are found within the area.
more intensively,dairying has severaladvantages
that explain much of its importance.The farms Land, farm numbers and size
are typically small, and dairying is betterable to Approximately 13.1 percentof the land in Area
employ the relatively large labor supplyavailable I wasin farmsin 1959. Usually lessthan 50 per.
on these small farms. Excellent outlets for milk centof thelandin a countywasreportedasfarmed
are also availablein the area, land, with some countiesreportingas little as 5

While the basicenterpriseof Area I is clairying, percentof the land surfacein farms.Between1940
a wide range of other agricultural pursuits is and 1945, the acreageof land used for farming
found throughout the region. For example, the increased,but since 1945 there has been a sub-
areacontainssomelargepoultry producingunits, stantialdecrease.Much of the land in farmsin the
both tableeggs and turkeys,while in partsof the areais suchthat it is not easily incorporatedinto
area, potato production is of some importance, other units. Many of the fields arc isolated and
as is fruit production along the Great Lakes. could not be economicallycombined with other

Thegrowingseasonis relativelyshort andcool; units. Thus, in many caseswhere farmers have
it rangesfroma low of 80 daysalongtheCanadian left farming for off-farm employment or retire-
borderto ahigh of 140 days in parts of the area ment, the land has beenabandoned(table 1).
wherethe Great Lakes moderatethe season.The Becausemuchof the land areais rough,nontill-
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ableor wooded,the farmsin the areaaregenerally
small with very little cropland.The averagefarm
in 1959 contained158 acreswith 61 acres,or 38.4
percent,of its landclassifiedascropland(table2).
I lay production on these farms is mainly from
native grassesgrowing on stony, rough, unculti.
vableland.Much woodedacreageis usedfor graz-
ing land.

The numberof farms in Area I declinedalmost
20,000 in the ten-yearperiod between1949 and
1959. In the latter year,thetotal numberamount-
ed to 30,064 farms,down from 50,060 in 1949.
~‘Iorethan70 percentof thefarmsin theareawere
lessthan220 acresin size in 1959; almost30 per-
cent were b~”than 100 acres in size. Thesepro.
portionshavechangedconsiderablyover time, in
part through abandonmentof small units and
throughconsolidationof smallerfarmsinto larger
farm units. During the period 1949 to 1959, the
proportion of farmswith less than 100 acreswas
43 percentof the total. During the sameten-year
period, theproportionof farms of over 220 acres
in size increasedfrom 16.5 to 28.5 percentof the
total of all farms.

Commercial farms, farms with farm products
saksof over$2,500, accountedfor only 26 percent
of all farm numbersin Area I in 1949; this pro.
portion hadrisen to 43 percentby 1959. Most of
the commercialfarm grouphada salesvolume of
between$2,500and$9,999. Only 1.7 percentof all
farmsin Area I hadsaksof $10,000and over in
1949; this hadrisen to 4.6 percentby 1959.Non-
commercial farms made up 74.4 percent of all
farmsin Area I in 1949,comparedwith 57.1 per’
cent in 1959.

Farm production and sales
Dairy cow numbers,the major kind of livestock

in Area I, moveddownwardduring the 1949-1959
decade, Milk cow numbers increasedfrom 281.
thousandin 1949 to 302 thousandin 1954, and
droppedto 204 thousandin 1959. Thetotal num-
berof cattleandcalves,largelydair~cattle,equalled
433 thousandheadin Area I in 1959. Sheepand

TABLE 1 — LAND IN FARMS, AREA I

Veer Acres
1939 6,581,000
1944 6,962,000
1949 6,878,000
1954 6,237,000
959 4,749000

Source: Census of Agriculture.

TABLE 2— AVERAGE SIZE OF FARMS AND CROP-
LAND ACREAGE PER FARM, AREA 1

Average size Cropland
of farms per farm Percent

Year (acres) (acres) cropland
1939 102 n.e. n.e.
1944 122 41 33.8
1949 137 49 35,6
1954 152 56 37.0
1959 158 61 38.4

Source: Census of Agrkulture.

TABLE 3— NUMBER OF LIVESTOCK PER FARM,
AREA I

Cattle Sheep
and MUk and Hogs and

Year calves cows lambs pigs Chickens
(number of head)

1939 4 6 22 3 42
1944 6 8 25 3 56
1949 IS 8 32 6 54
1954 (9 10 4! 7 71
1959 21 II 55 II 84

lambs, and hogs, minor enterprisesin the region,
haveshown someincreasesin numbersin Area I
since 1949; chickens, on the other hand, have
declinedin numbers.

The number of milk cows per farm in Area I
nearlydoubledbetween1939and 1959,while total
cow numbersdeclined in the area as a whole
(table3).The othertypesof livestockhaveshown
similar upward trends in numbersper farm.

Milk production in Area I was estimated at
1,844 million poundsduring the five-year period
1954-1958,7.7 percentabovethe 1939-1943level
(table4, nextpage)-

Thetrendsin dairyingthat are evidentthrough-
out the industry are also apparentin Area L It
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was noted that averageherd size nearly doubled TABLE 4 — TOTAL MILK PRODUCTION, NUMBER
during the last 20 years.During the sameperiod, OF COWSAND MILK PRODUCTION BY FIVE-YEAR
milk production per cow advancedfrom 5,098 PERIODS, AREA I
poundsduringtheperiod1939.1943 to an average Total milk
of 6,167 poundsper cow during the 1931-1958 ~ Production

period; this wasa 21 percentincreasein output of pounds) (thousands) (pounds)

per cow. Approximately four-fifths of the farmers I9391943 1,713 336 5,098
in .~reaI reportedkeepingmilk cows throughout ~
the 20-yearperiod. 1954-1958 (844 299 6,167

Among the dairy farmersin the areaare a large
numberwho maintain small herdsas a sourceof TABLE 5 — DISTRIBUTION OF COMMERCIAL FARMS
income supplementalto off.farm work. The fact REPORTING MiLK COWS, ACCORDING TO HERD
that outputper COW only reached6,167poundsin SIZE, AREA I, 1954
the period 1954-1958 indicatesthat much of the Numberof farms Percent

- . . Herd size with milk cows of total
mn(lu-~tryhasnot receivedthe attention that is true

Less then 10 9,355 39,Iin the areaswhere a larger shareof the industry 10-29 14,019 58.6

is composedof larger, morespecializedoperators. 30.49 501 2.!

For example. production per cow reached7,208 50 end more 44 .2

poundsin tile dairy belt just southof Area I in T tel 23 919 1000

the period 1954-1958,which was a 16.9 percent
greater output per cow than that realized in TABLE 6 — TOTAL MILK PRODUCTION, NUMBER OF
Area I. PRODUCERS, AVERAGE PRODUCTION PER PRO-

While 39.1 percentof the commercialfarms in DUCER, DULUTH-SUPERIOR FLUID MILK MARKET
AreaI reportedherdsof lessthan 10 cowsin 1954, Total pounds

only 2.3 percentof the herdsexceeded30 cows in of milk -
- produced Number of Pounds of milk

number (table .1 I. Year (millions) producers per producer

An important influence on dairy production is 1950 107.4 1,409 76,224

the presenceof the FederalMarket Orders in op. 1954 147.1 1,521 96,7(3
- . 1959 176.4 1,205 146.390

eration in the area. The supply areasfor threeof
the Orders fall partly or entirely within Area I;
these are the Duluth-Superior, Upper Peninsula large, specializedproducerswho dependon dairy.
of Michigan, and the Northwestern Wisconsin ing or at leaston farmingfor their entireincome.
Market Orders. The Duluth-Superior Order has ‘[he total milk supply entering the Duluth.Su.
been in effect since 1941, while the other two periormarketincreasedby nearlytwo-thirds since
markets obtained Federal Order status in De- 1950,to 1764 million poundsin 1959. Milk pro.
cember 1958. The supply area of the Duluth- duction in Area I outsideof the Duluth-Superior
Superior fluid milk market lies entirely within marketremainedessentiallyunchangedduring the
Area I (chart 1). same period.

Milk productionper farmsupplyingthe Duluth- Hay, an importantcrop in this dairy area,was
Superiormarketexceededthe productionof other harvestedfrom an averageof 730 thousandacres
dairy farms in the areaby nearly two-to-onein per year during 1954-1958. Oats, the next most
1959.Perfarm outputamongthe Duluth-Superior important crop in acreageterms, was harvested
area fluid milk producers averaged 146,390 from 297 thousandacres. Oats is the most im-
pounds in 1959 (table 6); these are relatively portantfeed grain cropproducedin the area,be-
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Chart 1 — Major fluid milk supply area for
Duluth-Superior

an average of 11.1 percent of the area’s cash
receiptsin 1951-1958 (table7).

Crop sales,which accountedfor an averageof
13.2 percent of the total cash receipts during
1954-1958,included potatoes at 3.5 percent,all
of the feed grains and coarsegrains at less than
1.0 percenteach,and an “other crop” category
which accountedfor 7.9 percent.Among the nu-
merous crops in the “other” categorywould be
included tree fruits, cranberries,clover, grass
seeds,and so forth.

TABLE 7 — DISTRIBUTION OF CASH RECEIPTS
causeit is bestadaptedto the short,cool growing AMONG COMMODITIES, AREA 1, 1954-1958
season.Corn ran a poor third in importancein Non-
acre terms; it was harvested from 73 thousand All farms Commercial commercial

acres,andasubstantialportion of thiswas ensued. All products 100.0 ~~t) 100.0

‘\ieids in the areaduring the 1 9:34-1958period All crops 13.2 15.0 8.1

were relatively low. The averageyield of oatswas Dairy products 52.4 49.6 60.0

38.5 bushels per acre;cornyieldedan averageof Livestock and
- livestock products 19.3 19.1 20.0

31.1 bushelsperacre,and barleyyieldedan aver- Poultry products 11.1 12.5 7.2

age of 21.5 bushelsper aCre. Forest products 4.0 3.8 4.5

Yield differenceswereevident when comparing
the commercial and noncommercialaveragesfor Capital investment
the study period. The commercialfarm yield for The annualcapital investmentin the agriculture
oats exceededthe noncommercialfarm yield by of Area I during the period 1954-1958averaged
9.7bushelsperacre; cornlikewise was4.0 bushels $490.6million. Thiswasaboutequallydividedbe-
per acregreateron the commercialfarms— and tween the commercial and noncommercialfarms
such was the case for each of the conimodities. of the area.However,in 1954 only 30.1 percentof
The higher yields of the commercialfarms reflect thefarmswerein thecommercialgroupcompared
bettermanagement,which includesgreateruseof with 69.9 percentin the noncommercialgroup.
improved techniquesand generallymore careful Of the $490.6 million agricultural investment,
attention to the entirefarm operation. $300.2million, or 61.2percent,wasin land; $81.3

The total agricultural product marketingsfrom million, or 16.6 percent,in livestock; and ~109.1
Area I averaged$113.8 million per year during million, or 22.2 percent,in machinery.The non-
the 1954-1958period. Among the livestock corn- commercialfarms held a lower proportionof their
modities. dairy productssalesyielded an average investmentsin livestock thandid the commercial
of 52.4percentof thetotal valueof all salesduring farms, 14 percent comparedwith 19.2 percent.
1954-1958.Cattleand calvesbrought in 13.3 per. Noncommercialfarmers, on the otherhand,had a
cent more, a good shareof which were from the slightly higherproportion of their investmentsin
sale of cull dairy cattle. Poultry ranked third land and machinery than did the commercial
among the livestock, as well as among all coin- group. Differences within the area were slight;
modities,as a providerof cashreceipts; receipts however, in Wisconsin the livestock investment
from the salesof poultry products accountedfor was 21.1 percentof the total comparedwith 16.6
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percent for the areaas a whole, while themachum- peimses,respectively,for the commercialandnoj~-
ery investmentin Wisconsin accountedfor 17.5 commercial farms. Large sectionsof Area I are
percent of total investmentcomparedwith 22.2 feed deficient.
percentfor all of Area I.

Of the total livestock investmentof $81.3 mu- Labor utilization
lion, 94.3 percent,or $76.7million wasaccounted The relatively largenumberof small size farm
for by cattleandcalves;sheepandlambsaccount- units in Area I accountsfor a rather severeprob-
edfor $2.9million, or 3.6 percent.while all other lem in agriculturalunderemployment.A compari-
livestock madeup $1.7 million, or 2.1 percentof sonof theamountof laboravailablefor farmtasks
the total, with the amount of labor neededindicates that

The investment per commercial farm during only 37 percentof the work force wasefficiently
1954-1958 averaged$19,842, while the average utilized. Among the commercial farms, only 53
noncommercialfarm unit had an investment of percentof the labor available for farm work was
$8,594. Among the major categories, the real utilized during the period 1951-1958;and among
estateinvestmentof the commercial farms aver- the noncommercialunits,the proportionof utiliza.
aged$11,787per farm comparedwith $5,410per tion droppedto 27 percent.
farm for the noncommercialfarms. Livestock in-
vestmentsper farm averaged$3,810per commer- Farm income
cial farm during 1954-1958, while the average Tile total gross incomeof all farms in Area I
noncommercialunit hada livestock investmentof on an averageannualbasiswas$146.3 million in
$1,200. Machinery investmentsper farm for the the period 1954-1958.Cash receipts from farm
study period averaged $4,215 and $1,984, re- marketingsaccountedfor $113.8 million of the
spectively,for the commercialandnoncommercial $146.3million total, while governmentpayments
farms. contributed$2.9 million, and the noncashitems

(farm dwelling rentalvalue plus farm produced
Production expenses and consumed products) accounted for $29.6

Farm productionexpensestotaled$91,485thou- million.
sandper year for the entire Area I during the Productionexpensescut into the $146.3million
1954-1958period. Cash farm expensesaccounted grossincometo theextentof $91.5million, leaving
for 74.9 percent of the total with depreciation an averageannualtotal net income of $54.8mil-
taking up the balance,25.1 percent. lion for Area I farmers during the 1954-1958

Commercial farms had a substantiallyhigher studyperiod.
proportionof their productionexpensesaccounted Among the groups of farms, the 30.1 percent
for by cashexpensesthandid the noncommercial of all the area’s farms classified as commercial
units, 80.5 percentcomparedwith 66.3 percent. farms earned$39.8 million of net income; this
Thus, depreciationwas relatively less important left $15.0million for the69.9percentof thefarms
amongtheitemsof expensefor commercialfarms; classified as noncommercialunits. The average
depreciation accountedfor 19.5 percent of the annual 1954-1958gross income per commercial
total expenseoutlays of the commercial units, farm in Area I was$7,742 comparedwith $1,779
and33.7 percentin the caseof thenoncommercial per noneonunercialfarm (chart2).
farms. Productionexpensesduring 1954-1958averaged

Among the specifiedcashproductionexpenses, $4,512percommercialfarm, and$1,254pernon-
feed purchaseswere high, accounting for 20.4 commercialfarm. Thus, the total net income for
percent and 158 percent of all production ex- thetwo sizegroupswas$3,230peryear per farm
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Chart 2 — Per farm gross income, expenses and net income, 1954-1958 average, Area I

for theaveragecommercialunits and$525 for the amid noncommercialunits in Area I were $3,230
averagenoncommercialfarm, and $525, respectively.In eachcase,this is the

Becausethe net farm incomesare very low in total return to the operatorfor his management
Area I, off-farm work loomshigh in importance and labor, to his capital, and to the unpaidfamily
as a source of income. Among the commercial labor. To estimatethe costof usingthe labor (op.
farms in Area 1, 44.6 percent of the operators erator and family labor) and the capital tied up
workedoff the farm in 1954,the first year of the in the farm business,dollar valueswereassigned
study period, and 9.0 percent of them reported to theseproduction resources.Thesedollar values
earningmore gross income from off-farm work approximatethe returnswhich thesefactorscould
than from farm work. The noncommercialfarm haveearnedif usedin alternativelines. Deducting
operatorsworked off the farm to an evengreater the Labor charges(calculatedat a weightedaver-
extent; 71.7 percentof them reportedworking off age farm labor wagerate) andthe capitalcharge
thefarm in 1954,and55.0percentof themearned (calculatedat 5 percentof total investment)from
more gross income from off~farm sourcesthan the total net incomesresultsin a deficit of $1,]81
from fanning. per year per commercial farm and an annual

The economiccondition of farmers in Area I deficit of $2,375pernoncommercialfarm. Neither

canbe better seenthrough an analysisof the per the averagecommercialnor the averagenoncom-
farm net incomes.As notedearlier,the 1954-1958 mercial farmn had sufficient earningsto cover all
per farm net incomesfor the averagecommercial (Cofliin!,ed On. ~ 12)
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The colorful canning

For over 150 years,the commercialcanning of term~canning,”which cameto meantheoperation
fresh foods has influenced the eating habits of — in the factory or at home—-- of sterilizing food
peoplein the westernworld, and the presentday by heat and sealingit in airtightcontainersmade
finds “canned goods” occupyingmuch spaceon eitherof glassor tin-platediron. Thenewmethod-
supermarketshelves.The vegetablesgrown for ology found its first American customersin the
canningby comnmercialprocessorsamountto more peopletraveling west to settle the new country,
than half the total tonnageof all vegetablecrops but its first large scale expansionbeganin the
grownin the U.S. — andsomeof thesevegetables, 1860s,when commercially cannedfoods werera-
particularlycornandpeas,havebrought theNinth tioned to Civil War troops whoseenthusiasmfor
district an importantand rewarding industry, them carriedoverpast the endof the war.

Theideabehindthecanningindustryoriginated Further expansion characterizedthe haif-cen-
to meeta need. In 1795,Francewas involved in a tury of commercial canning following the War
war and a revolution, and the mortality rate was Betweenthe States.And, in addition, the applica.
high among the Frenchtroops,due not so much tion of scientificdiscoverytookform in improved
to thecannonandtheswordas to scurvyandother techniquesand mechanicaldevelopments,and in
diseasesresulting from the lack of fresh food, new typesof cannedfoods.All of thishelpedmake
EmperorNapoleonBonaparteoffered a prize to commercial canning and its product a progres-
the citizen who could comeup with a method to sively valuableandwholesomeadditionto industry
keep food fresh during long campaigns,and in and the American dieL The 20th Century wit-
1809,a restaurantchefnamedNicolasAppertwas nesseclcontinuedindustry growth andthefurther
as’sarded the prize for a proceduremodeledafter developmentof automaticmachinery and proce-
the theory that if food is sufficiently heated and dure. Scientific researchpresentedimportantfind-

then sealedin a container that excludesair, the ings that resulted in improving the quality and
food will keep.During thesameyear,amannamed theoutputof the industry’s product. Re~earcliwas
Durand in England introducedand patentedthe applied to the growing and control of the raw
first “tin canister,” a small receptaclemade of productson the farm, with the result that many
iron coatedwith tin, strains of fruits and vegetablesespeciallysuited

Ten years later, MonsieurAppert’s processand to canning were introduced— and accepted.
some of Mister Durand’s canisterscame to the Production of cannedfoods has increased20
U.S. Americanbookkeepersshortenedthe English timessincethe turn of thecentury,a gainmatched
word “canister” to “can” and introduced the by few U.S. industriesanda certain indication of
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consumeracceptance.Canningtoday is a multi- totalvalueof the harvestcandropasmuchas$100
million dollar industry,widely distributedthrough- per acrein less than a day. Both peasand corn
out the IT.S. and its territories,and producinga must be in the canby a few hours after harvest,
wide variety of cannedfruits, vegetables,juices, to preventdiscolorationanddeteriorationof flavor.
soups,meat, fish, milk and specialtyproducts,in The canning processinvolves cooperationbe-
both cansandglasscontainers. tween crop grower and processor.Somne district

Geographically,the U.S. canningindustry has farmersown amid operatetheir own smallcanning
plants in every statebut Nevada.A considerable factorieswheretheir crops are processedand sold
degreeof localization exists, of course,according underprivate labels; similarly, some cannersbe-
to product; as the industry grew, its various come farmersas they grow a part or all of their
branchestendedto concentratein regions where own crops.However, considerablymorethan half
soil and climatic conditionswere most favorable of time volume of districtcropsgrown for canning
for theproductionof a particularproductor group is producedby farmersand sold to canners.Most
of products. As a result, the canningof an item of thesecropsare grown undercontract,insuring
may be confinedto certain localities.On the other the farmera marketfor his entireproductionat a
hand,some productsare cannedin many areas; price agreedupon beforethe crop is planted; the
corn, for example,is cannedin 30 statesandpeas contractalsospecifiescropacreage.Theprocessor
in 27. However,evenin thiscase,over half of the conductsmost of the specializedservices— such
peasandcorngrown andcannedin the U.S. come as pest control, harvesting,and so forth — and
from one general region. This is a more-or-less provides necessarytechnical advice. The grower
rectangularareawhich coverssoutheasternMinne- furnishesthe land, preparesthe soil and plants
sotaand the bottomhalf of Wisconsin,and a large the crop.
part of which is included in the Ninth district. Canningcompaniesrely heavily for manpower

Wisconsin ranksfirst in the U.S. in theproduc- on the peoplein thecanningcommunities.And the
tion of both peasand corn for canning, while local citizenry dependsa greatdeal on the town
Minnesotarankssecondin theproductionof corn cannery; canningplantscontributesizably to the
and third in the growing of commercialcanning cash incomes of many small towns. One large
peas.Wisconsingrows40 percentof the country’s company locatedin southernMinnesota, for cx-
canningpeas,while Minnesotagrows 12 percent; ample,has a permanentstaff of 1,400 employees
of the U.S.canningcorncrop, Wisconsinproduces — which jumpsto 18,000 in the courseof a week
30 percentandMinnesotaaccountsfor 21 percent. during the busy season.While some of a plant’s

The district’s cannedcorn and peasindustry “canning season”workersaremigrant field labor-
consistsof a few large and severalsmall process- ers, a numberof them in the field and in the
ing plants,most of which are establishedon the factory itself, are local citizens adding to their
outskirts of rural communitiesadjacent to large own and their families’ income; many are college
canning crop fields. Minnesota accountsfor 24 studentsearningtuition.
canneriesand the Wisconsin countieswithin the Longer periodsof work for seasonalcannery
district, for 11. The location of canneriesin rural workers haveresultedfrom severalrecent devel-
areaspermits processingof cropsat exactly the opments which helped to lengthen the canning
properdegreeof maturityand minimizesthe time season.Cannersthemselveshave assistedin the
taken to carry theharvestfrom field to processing developmentof new varietiesof cropsthat mature
plant. Timemaximumquality of peasandcornlasts at different timesduring thegrowing season.They
only from three to six hours, and if a crop is haveadvisedon spacingplantingdates,andsome
picked after it haspassedits peakof flavor, the haveaddednew productsto keepcanneryworkers
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amid machinerybusy after the harvestshave been of equipmentand operationbecomeless as fields
processed. becomelarger, and the desire for increasedeffi-

In addition to the regular and seasonalcan- ciency is pushingall typesof canningcropgrow-
neryemployees,a warehouseforce worksthrough- ers—---thefarmer-canners,the contractfarmersand
out the year in almostall canneriesto takecareof the processorswho farmtheir own land— toward
labeling the camis and shippingthem to local dis- larger,moreeconomicalunits.
trihutors— and in the case of large plants, to Newer and bigger equipment and improved
destinationsall over the world, methodsare constantlybeing introducedto meet

Even in the case of the smaller canners,the the demandsof efficiency, economyand quality
productionof vegetablesfor canninghas become alwayspresentin the competitive,dynamic and
anindustrybasedon big businessprinciples.Costs importantcannedfood industry.

conditions...

District agricultural prospectsimproved during quarterof 1963 are expectedto reflectthesebetter
lateJuly andAugustfollowing receiptof generous pricesand the improved marketingpicture.
rainfall overmuch of the area.Basedon August1 The nonagricultural performance of the dis-
estimatesby the Departmentof Agriculture, total trict’s economyappearsto be expandingbut only
district crop production in 1963 will be substan- at a moderatepace. The employmentpicture re-
tially above the most recent five-year average, mainsstatic with no particular expansionmove-
Some crops, however, such as oats, barley, flax ment evident as of mid-August. Residential and
and rye, are estimatedat less than lastyear’snear nonresidentialconstructionactivity has been on
record output. Wheat, the area’smost important the plus side but slow. The employmentin and
cashgrain crop, will total slightly higher than in outputof the district’s iron ore and coppermines
19(i2 in spiteof a 27 percentdecline in Durum and oil wells has been falling behind year-ago
wheat production. Winter wheat. on the other performances.
hand,may total a 50 percentincrease.Currently, Total deposits(demandandtime) declinedmore
corn and soybeancrop prospectsare very good during July than usually occurs on a seasonal
with increasesestimatedat 15 percentand26 per. basis, with the trend of deposits up in early
cent, respectively,in production. August as farm marketingswere expanded.The

The index of pricesreceivedby farmersduring volume of loans at district banksdeclinedmod-
July showeda recoveryfrom the spring andearly erately during July but gained in early August
summer slump with prices for cattle, hogs and (latest available data)- Bank investmentsshowed
milk exhibiting a moderately strong comeback. about the same directional changesas the loan
District cash farm incomes during this third statistics.
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District bankscontinueto be net purchasersof have largely recoveredfrom that slump, however,
federalfunds andto borrow on a relatively mod- with pricesfor cattle, hogsand milk particularly
eratebasisat the FederalReservebank, strong at mid-July.

The joliowing selectedtopics describeparticular DISTRICT BANKING SCENE
aspectsof the district’s current economicscene: Bank credit in the Ninth district declined in

July andthen advancedduring the earlyweeksof
CASH FARM RECEIPTS August. The faIl of credit during July was quite

moderatein relationto the usualseasonalchange
Midyearcashreceiptsfrom farm marketingsin in this factor; it consistedalmost entirely of a

the Ninth district were slightly higher than the reduction in security holdings rather than loans
1962 first halftotals. Farmershadreceived$1,504 outstanding.At the larger city banksin the district
million during the January through Juneperiod the slight advanceof loans outstandingto other
of 1963,a 2.5 percentimprovementover the same than domesticcommercial banks was more than
period of 1962. Two statesindicatedmarkedim- offsetby a reductionof securityholdings.At coun-
provementin incomes.In North Dakotathe first try banks,where a reverse pattern of change
half total was $272 million, up 443 percent,and prevailed, the gain in security holdings was ap-
in Montanathe figure was $140 million, up 17.8 proximately balancedby a fall in loans. l)uring
percent.A slight declinein cashreceiptsoccurred thefirst two weeksof Augustthedownwardmove-
in South Dakotawhere receiptshad slipped~ ment of credit wasaltered.Loansand investments
percent under the January-June1962 total. In at both city and countrybanksreboundedsharp.
Minnesota, the decline amountedto 7.4 percent. ly and virtually eliminated the lossesof July.
Midyearcash receiptsfor the U. S. wereup 1.8 Total demanddepositsin the district exhibited
percent. a more than seasonallyexpecteddecline in July

as the result of governmentwithdrawals.During
CASH RECEIPTS FROM FARM MARKETINGS, the first part of August, however, personaland
JANUARY-JUNE businessdemanddeposits,which hadshown only

1963
as percent a slight decline in July, moved rapidly upward

State 1962 1963 0f 1962 and offset more than half of the earlier decline.
(thousands of dollars) Time and savings deposits, which serve many

Minnesota $ 723.243 $ 669,269 92.6% householdersas meansof safeguardingandearn-
Montana 118656 139,829 117.8
North Dakota 188545 272,032 144.3 ing a return on funds provided from current in-
South Dakota 302,330 290,505 96.1 come,continuedtheir persistentupwardclimb in
Ninth District* 1,467,734 1,504,687 102.5 both July and early August and enhancedthe
United States 14,782,157 15,046.929 101.8 ability of district banks to carry loans.
*lncludes IS cour~riesin Michigan and 26 counties in Wi,. The loss of demand depositsin July and time

subsequentgain in the following weeksbrought

correspondingmovements in bank reserves.To
The cashreceiptsfigures for the month of June retrievepart of the July reservelossso that legal

(the latest available) were off 2.6 percent from reserves would be adequate,district banks in-
thesamemonthof 1962.This drop canbe largely creasedtheir purchasesof federalfunds. The re’
attributedto lower cattle and hog prices. Prices turn of depositsand reservesin Augustpermitted
receivedby farmersduring July andearlyAugust a reductionof suchpurchases.
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(Farming in th~La/ce$Re~wn: 1954-1958 period; it has long been an area of
Continuedfrom page7) small farms receiving chronically low farm in-

co~.tsfully. The implication of this is that if they comes.Reflectionsof this are found in the sharp
would havehadtheir capital investedat 5 percent drop in farm numbersin the area and the very
peryear elsewhereand their labor employedat a substantialabandonmentof farmland which has
modestwage, they would havebeenbetteroff iii occurred. For example, in the ten-year period
strict dollar terms.Nonmoneyconsiderations,such 1949 to 1959 thenumberof farmsdroppedby 40
as country living, independence,and so forth, of percentto 30,064units. Simultaneously,the land
coursecannotbe measured,but thesefactors do in farms droppedby 2.2 million acresor nearly
in fact enter and, to some extent, alleviate the one-third.A part of this wasno doubtattributable
incomesituation, to the soil bank conservationreserve program

which beganin 1956.
Net cash income

Evidence that the younger people, those with
The cashincomeflow of the farm may be the alternative job opportunities,are the ones who

crucial figure which determinesthe ability of the
have left Area I in greaternumbersthan are

unit to survive. Grosscashincome includesonly
the cashitems:cashreceiptsfrom marketingsand typical in most farm areas, is found in the fact

that the averageageof farm operatorsin Area I
governmentpayments.The cash production ex- is relatively high. The averageof all operatorsin
pensesare deductedfrom the gross cashincome AreaI in 1959was51.3 years,comparedwith 48.1
to obtain an estimatednet cashincome. yearsfor the averageage of all operatorsin the

During the period 1954-1958,the commercial State of Minnesota.Also in Area I, 16.4 percent
farmsin Area I averaged$3,262peryear for net of the operators reporting in 1959 listed their
cashincome.The annualdepreciationof the aver~

agesas 65 years old or older; Minnesota as a
age commercial farm unit was $882. If capital whole reported 10.5 percent of the operatorsof
replacementwere to be madeat exactlythe rateof farmsin this agegroup.
annual depreciation,$882, the balance of cash Low farm incomesin Area I, coupled with a
left for living expenseswould be $2,379 without disproportionatelylarge amountof unproductive
any debt repaymentprovisions.Thus,the average land, much of which cannotbe readily combined
commercialfarm in Area I is in a relatively weak into larger economicfarm units, are strong evi-
financialposition. dence that the trend in the organizationof the

The net cash income position of the average area’sagriculturewill continueto betowardfewer
noncommercial farm at $280 per year during farms and less land used in farming. This differs
1954-1958hasto be coupledwith off-farm work, sharply from the typical trend in agriculture,
If the averagenoncommercialfarm family in Area which has been toward fewer but larger farm
I had beenwithout off-farm work, it would have

units. In Area I, this trend toward fewer farms
experiencedextreme poverty, andmore land abandonmentis likely to accelerate

Summary becauseof the relatively large proportionof farm
The financialposition of a very substantialpart operatorsreachingretirement ages. Further, the

of theentirefarmingcommunityof Area I is poor trendwill be accentedby the fact that the income
——the averagecommercial and the averagenon- opportunitiesfrom farming for a large proportion
commercial unit during the 1954-1958study pe- of the existing farms are not sufficient for the
nod was in a weak or nonsustainableposition. existing units to continuein operationby a son,
This situation in Area I was not unique to the a son-in-law, or anotheryoung man.

12 MONTHLY R~VtEW


