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On the farm income trail

Weather,prices, programs,andcosts againob- The gains, however, varied oii~iderablyamong
Mure the farm income situation. While this is the states.North Dakota recordedthe highestfig-
alwaysthecasein theerraticcourseof agriculture, ure—$15,078perfarm, an$1,800increasein aver-
thepeculiarcombinationof theseelementsin 1964 age gross from 1962. In comparison, Montana
makethecurrentpathof averagefarm incomesall gross per-farm income of $14,805representeda
themoredifficult to ascertain.Idealweathercondi- gain of lessthan$100.Increasesin Minnesotaand
tions in the westerndistrict stateshave led to South Dakotafell betweentheseextremeswith the
bumperwheatcropswhile therehavebeendrouth- former achievinga gainof nearly$500 over 1962,
reducedfeed grain outputs in the easternareas. a totalof $11,406per farm; the latter, a $250 gain
A newwheatprogramprovidesfor bothlowercash or $13,655 per farm. In the nation the advance
pricesand higherdirect paymentsby the govern, wasS375 to a 1963 total of $11,682perfarm.
ment. Lower price levels for most commodities The year-to-yearchangesin per-farm gross in.
and higherfarm costsfor many production items comeshavebeenfairly erraticduring the past five
are certainto dampenincomes.But, until all facts years.As may be observedfrom Chart 1, noneof
are in andsorted,any estimationof the net income thedistrictstatesexperiencedthe fairly steadyrate
of the averagefarmer in the district for this ~ear of growth which has characterizedthe national
must remainin the provinceof crystalball gazing. average growth since 1959. While the trend in

And, the clarity of the imagewithin the crystal Minnesota and South Dakota was somewhatless
ball will take a longtime to emerge.For instance, erratic than the otherdistrict states,at the end of
per-farm income estimatesfor 1963 have just re- the 5.yearperiod, both laggedthe nationalrateof
cently beenreleasedby the U. S. Departmentof increaseby a wide margin.North Dakotasharply
Agriculture. While 1963 dataare current only in reverseda 2-yearperiod of falling gross incomes
the senseof recent availability, they provide the primarily on the strengthof excellentcropoutput;
only comprehensiveset of figures from which a the samereversalin Montana,however, has sac-
judgment can be madeabout the income of the ceededin bringing per-farm gross income to a
averagefarm, level only slightly better than that of 1959.

A brief look at what happenedin 1963 will give -

Net incomes fail to respondsome insight into the courseof averagefarm in-
Advancesin grossincomeswerenot followed by

come. such a review will not only be useful in . . .

similar gains in per-farmnet incomes.Farmersin
terms of this year,but it will alsoserve as an an- .

- two district states recordedlower net incomes in
noying reniinderthat a farmers incomeis earned .~

196.)than in 1962,andin oneof these,net incomesunder unstableconditions.
have neverachieved1959 levels. In Montana net

Gross per farm incomes advance per.farm incomes fell about $500 from 1962 to
In the 1963 grossper-farmincomecategory,all 1963. and the 1963 total of $4,292per farm was

Ninth district statesexperiencedgains over 1962. $1,302below the 1959 per-farmlevel. The net in-

OCTOBER 1964 3



Chart 1—Gross income per farm as a
per cent of 1959

Chart 2~ReaHzednet income per farm as a
per centof 1959

Chart 3—Farm expenses as a per cent
of 1959
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come per farm in South Dakota amounted to
$3,709, a $650 declinefrom 1962. Minnesotanet
farm incomerosea mere$50 from 1962 to a 1963
total $3,228per farm. North Dakotanet income
gains far surpassedthe other states—a$1,500 in-
creasefrom the 1962 level brought the total to
$5,537 perfarm.

The 5-yearreview of percentagechangesin per
farm net income (Chart2) pointsup thedivergent
patternfound amongdistrict states.In North Da-
kota net farm income in 1963 was 45 per cent
higher than in 1959. The ~iiiiiiesota per cent
changewas roughly that of the national average,
although virtually no increasehas beenregistered
since1961. Netper farm incomesin Montanaand
South Dakotahavebeen the sameor below those
of 1959, with the 1963 totalsdipping 27 percent
and9 percent, respectively,below 1959 levels.

Farm expenses continue to climb

The pressureson net income result, of course,
from the steadyrise in farm expenses.The total
farm expensebill for the district statesamounted
to $2,612 million in 1963 with individual state
totals amountingto $1,218 million in Minnesota,
$549 million in South Dakota, $491 million in
North Dakota, and $324 million in Montana.As
may beobservedfrom Chart 3, farm expensesrose
considerablyfrom 1959levelsin eachdistrictstate.
The largest relative increaseoccurred in South
Dakotawhere1963farm expenseswere28 percent
greaterthanthoseof 1959.Expensesin Minnesota
roseby 6 percentfrom the 1959level.

Theincreasein expenseshavebeengeneral:over
a long periodof timemostof the componentcate-
gories of expensehaveretainedthe samerelation-
ship to the total. Farm operatingexpense,for ex-
ample,which includespurchasesof feed,seed,gas
andoil, amountedto $1,159million in the district
in 1954, accountingfor 61 per cent of total ex-
penditures.In 1963, total operatingexpensesrose
to $1,654million andaccountedfor 63 percentof
totalexpenses.Taxeson farm propertyandinterest
paymentson farm mortgagesexperiencedsimilar

Chart 4—Direct government payments for
farm programs

relativeincreasesover the 10-yearperiod and ac-
countedfor 8 percentand 3 percent,respectively,
of 1963 farm expenses,both up one percentage
point from ten yearsearlier.

Direct government paymentstake on
added importance

In 1963 district farm incomewas supplemented
by $268 million through farm participation in
various governmentprograms. That sum repre-
sentedpaymentsmade under conservationpro-
grams,wool andsugaracts,soil bank,wheat,and
feed grain programs.Minnesotafarmersreceived
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the largestshare,38 percent, of the district total. tarice. Paymentsundertheconservationand wool
This was followed by North Dakota, 30 percent; andsugaractshaveremainedfairly constantover
South Dakota, 22 per cent; and Montana, 10 thepast four years.
per cent. Among the district states,the changesin pro.

The 1963 total is morethan twice that of 1960, gramshaveled to a much greaterincreasein pay.
reflecting the impact of recent legislation on the mentsin Minnesotawhere the 1963 total is more
wheatand feed grain programs.As may be ob- thanthreetimesthat of 1960.Paymentsin 1963 in
servedfrom Chart 4, the major sourceof direct North DakotaandSouthDakotaweredoublethose
paymentin 1960wasthesoil bank,a programthat of 1960, and Montanaexperienceda 70 per cent
hassincedeclinedin relativeandabsoluteimpor- increase.

conditions.

District economictrendspoint to continuedmod- in this issueof Monthly Review,1964cropproduc-
erate expansionduring the third quarter. Data tion, except for wheat, has beensharplycurtailed
availablesincemidyear on the numberof workers becauseof drouth.Cornproductionis estimatedto
employed and the number of hours worked in be down 2~tpercent from 1963 levels. Oatsand
manufacturingplants, and on the consumptionof barleyproductionare 8 to 10 per cent below last
electricalenergyfor industrialpurposes,supporta year andsoybeanproductionmay beoff 2percent
conclusionthat industry outputhas beenincreas- despite a 23 per cent increasein acreage.This
ing. Constructionandretail salestrendsalsotend declinein cropproduction,togetherwith a decline
to underpinthe tendencytowardexpansion. in many farm product prices (particularly cattle

But even thoughthe data indicate expansion, prices) hasreducedthe farm purchasingpowerso
economictrendsin the districtsincethefirst of the vital to the districtsover-all economy.In fact, the
yearhavenotquite paralleledthatof theU.S.Non- reduced1964 crop output, with its accompanying
agricultural employment,to be sure, hasgained, impact on farm incomes,may continuefor some
but not as fast as in the U.S. Insuredunemploy. monthsto generateregionaleconomicgrowth that
imient hasdeclinedsubstantially,but not relatively is only moderate when comparedwith national
as much as in the nation.District personalincome trends.Onebright spot:wheatoutput in the dig-
hasimproved,butheretoo it lags behindnational trict’s westernareasis up about 14 percent from
increases, lastyear’slevel—alevel exceededonly in 1951 and

Perhapsthemajor reasonfor the (listrictsmore 1958.
moderateeconomicexpansionratecanbe found in A favorable factor in the nonagricultural out-
agriculture’s performance.As outlined elsewhere look for the region is a substantialrise in new
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ordersreceivedby manufacturers.New ordersre- encedan expansionin economicactivity. Nonfarm
ceived by manufacturersof durablegoods have employment in Minnesota,Montana, North Da-
risen significantly during the third quarter.This, kota,andUpperMichigan thissummerwasreport.
of course,is partly a reflection of the expanding ed at all.time highs. In the districtas a whole,the
nationaleconomy. numberof personson payrolls in Julywasup 1.2

Third quarterdistrict developmentsin banking per cent; and in August, 1.5 per cent from the
reflect no noticeable changes.Loan demandhas totals in the correspondingmonthsof 1963.
beenmoderate.Depositshaveshown little change. As measuredby thenumberof workersin manu-
Loan-to-depositratios havemovedirregularly but facturing plants,by theaveragenumberof weekly
moderatelyupwardssince July 1, reflecting per- hoursworked,andby theconsumptionof electrical
hapssome slight reductionin liquidity. In recent energy in plants,industrial production in the dis-
monthssome increasein net purchasesof federal trict advancedin July and August. In fact, em-
funds andborrowingsat theFederalReservebank ploymnent has beenhigher than a yearearlier in
by commercialbanksalso indicatea drift towards nearly all industry groups except in the canning
slightly less liquidity thanexistedearlier in 1964. industry where drouth conditionswhich reduced
In spiteof this,however,excessbankreserveshave vegetablecropsalso reducedcanningoperations.
beenrelatively stable. In Minnesota, for example, employment in this

industry during July was down over 7 per cent
from July 1963.Averagenumberof hoursworked
this yearhas beenmaintainedat well over40 per
week,and in somemonthstheyexceeded41 hours.The following selectedtopics describeparticular - .

- The adjusted index oi industriamuse ot electric
~upectsof the dm.stricts current economic$CCflC~ power, which is compiledby industry groups,in-

dicates that, as in former months, the largest
advanceoccurredin the manufactureof durable

District economy expands
Continuing the forward drive which character-

izedthe secondquarter,theeconomyhasadvanced
evenfurthersincemidyear;andthelatestavailable
information continuesto point to additionalgains.

Personalincome,the mostcomprehensivemeas-
ureof the district’s economicperformance,in July
wasup 1.3 per cent from Juneand 3.8 per cent
from a year ago. Comparableincreasesfor the
nation were 0.3 per cent and 5.8 per cent. The
markedrise in district incomefrom Juneto July
is traceableto largefarm receipts,even thoughnet
farm income remainscomparatively low. In July
it wasnearly 6 percent below the level of a year
earlier.

The rise in district personalincomein the past
12 months is traceableto the expansionin the ur-
ban economy. As is reflected by the increasein
employment,many cities andtowns haveexperi.
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products.The indexfor durablegoodsin July was 1963 survey. Thus,the outlook is favorablefor a
up 12 per cent from a year earlier; nondurables, continuedhigh volume of salesof consumerdur-
only 1 percent. The increasefrom July to August ablesand of houses.
was 2 percent in bothcategories.

Onefavorablefactor in thenear-termoutlook in Credit scores rebound
manufacturingover the nation is the substantial Total credit at Ninth district memberbanksre-
rise in new ordersreceivedby manufacturers.In boundedstronglyin Augustafter sufferinga mod.-
the Twin Cities new orders receivedby manufac- eratesetbackin the previousmonth. Augustcredit
turersof durablegoodsrosesignificantly in July, expansion,amountingto $39million, was twice as
August,and in the first half of Septemberfrom the large as the averagerise for comparableperiods
level of former months.At Duluth a blastfurnace, over the last four years. CombiningJuly and Au-
which has beenidle for threeyears at the U. S. gust figures, however,the net credit increasewas
Steel companyplant, resumedproduction in Sep. $9 million, an amount not significantly different
tember. According to companyofficials, a larger from the average $12 million advancefor the
outputof iron is neededto meetthe risingdemand 2-monthperiod.
for steelin the nation. Thebulk of thecurrentAugustcreditexpansion

In the nation,accordingto the August survey cameas the result of a $37 million increasein in.
conductedby the U. S. Departmentof Commerce vestments,$9 million more than the averagein-
and the Securities and Exchange Commission, creasefor the period. However,as in the caseof
plansfor plant andequipmentspendingfor 1964 total credit, the 2-month net increasein invest-
are now projectedto increase12.7 percentabove ments,amountingto $23 million, wassubstantially
the 1963 total. In the district, leading indicators the sameas the averageJuly-Augustadvancein
also suggestthatnonresidentialconstructionactiv- prior years. The inner composition of bank in-
ity may continueat a high level, but thereis little vestmentportfolios, on the otherhand,underwent
basis for expecting an upward movement.The significant changes.Holdings of governmentSe-
amountof contractsawardedin JuneandJuly for curities decreasedrelativeto holdingsof stateand
commercialandindustrialbuilding wasup slightly local investments.In the lasttwo months,govern-
from earliermonthsas well as from a year agO. ments declined $6 million while state and local

Retail salesin the district strengthenedduring securitiesrose$29million. On the average,during
the first half of the year despitethe lag in farm comparableperiods in the past, thesetwo cate-
income. June sales (the latest monthly figures gories increasedby $25 and $2 million, respec-.
available from the U. S. Bureau of the Census) Lively. The current trend, a continuation of one
exceededfor the first time the 1963 volume.The which has prevailedthroughoutthe year,suggests
risewasdueto a significant increasein the saleof that banksare taking on higher yielding (on an
durablegoods,especiallynew automobiles. after-taxbasis) albeit riskier securitiesin orderto

According to the national survey on consumer maintain desiredprofit marginsin the faceof in-
buying intentionsconductedby the U. S. Bureau creasinginterestcommitmentson timedeposits.
of the Censusin mid-July, the proportionof con- Outstandingloans roseby only $2 million in
sUmerSplanningto buy newor usedcarsandeither August. Whencombinedwith the contractionsus-
newly built or previously occupiedhousesin the tamedin July, total loans show a net declineof
next six monthswasessentiallythesameas a year $14 million for the 2-monthperiod. Nevertheless,
ago. The percentageof householdsreporting in- this net contraction is slightly milder than the
tentionsto purchasehouseholdequipmentwithin average$15 million drop of prior years.
the next six monthswashigher than in the July Deposit inflow during August totaled $114
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million which nearly offset the $122 million de- $54 million. Time andsavingsdepositscontinued
posit outflow in July for a net depositloss of $8 to gain relative to demanddeposits.During July
million for thetwo months.In comparableperiods and August the former increased$47 million, the
in the last four years,net depositinflow totaled latter fell $55 million.

Moisture switôh boosts wheat crop;
diminishes feed grains

Crop productionin the Ninth districtduring the 24 per cent are indicated for spring wheat and

past summerwas notable for its extremes.Usual durum.
weatherpatternsweregenerallyreversed:themore Moderateexpansionsin estimatedwheatoutput
arid westernpartsof thedistrict receivedadequate showup for i\iinnesotaandMontana,up 5 percent
and timely rainfall while the corn belt section and 1 percentrespectively.In eachof thesestates,
suffered from a damagingdrouth. Thesecondi- even thoughdurum output is significantly higher
Lions in largepart accountedfor a bumpercropof than a year earlier, reductions occurredin the
wheaton the onehand,andfor reducedfeed grain productionof springwheatin Montanaandwinter
outputon the other. The Septembercropreportof
the U. S. Departmentof Agriculture indicatesthat DISTRiCT FOOD GRAIN PRODUCT(ON*
the district’s wheatcrop would reachnearly 303

Acres Bushels**million bushels a 14 per centincreaseover 1963;
Spring Wheat (thousands) (mdlions)district corn production, 376 million bushels, a 1958-62 averaqo 8.964 166

28 percent redwtion from 1963. 1963 7,986 $57

1964 8,445 $75
Food grain production outpaces last year Winter Wheat

The success of this year’s food grain crop is 1958.62 overage 2,508 58

attributableboth to thefavorableeffectsof weather 1963 2.420 59

on yields and to expandedcrop acreages.Among 1964 2,379 67

(listrict statesthe largestrelative increasein total Durum

wheatproductionoccurredin South Dakotawhere 1958-62 overaqe (.524 33

this year’sestimatedoutput of 38 million bushels 1963 1,925 49
- $964 2,255 61

exceedsthat of 1963 by 29 percent. Winter wheat
productionin that stateis up 45 per cent; spring Rye 62 632 3

wheat22 percent; and durum 12 percent. A 151 (963 657 3

million bushelcrop in North Dakota reflectsa 21 (964 767 16

percentover-all increasein wheatproductionover includes only four full states,

last year:respectiveincreasesof 19 per cent and $964 d~t~are prellminery.
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wheatin Minnesota.Forall districtstates,estimat- cornoutputare also expectedin Nnrth Dakotaand
cd spring wheat output is up 11 per cent; winter Montana. In all, the over-all districtdecline is ex-
wheat, 13 percent; anddurum, 24 percent. pectedto be 27 percent below the 1963 crop.

Total estimateddistrict rye production is up 27 District productionof oatsand barleyis expect.
per cent, mainly on the strengthof a 31 per cent ed to be 8 to 10 per centbelow last year. Barley
increasein North l)akota anda 30 per cent in- acrea~t-~~were cut in all stateswith the largest
creasein South Dakota.

DISTRICT FEED GRAIN PRODUCTION*
Feed grain output down

A B hl**Extremely dry conditionsduring July and Au- cres u.s ,e
Corn (thousands) (millions)gustsharply reducedfeed grain output in Mmnne- (958-62 average 8,446 402

sotaand SouthDakota.As shownon the map,the $963 8,538 518

areasmost severely affected by the drouth were $964 8,290 376

those in theeasternandcentralpartsof Minnesota Oafs

and in easternSouth Dakota. The impact of the $958.62 average 8,166 336

drouth is reflected in the corn yield estimatesof $963 8,013 340
$964 7,922 3L5

~eptember1. For example, tlus years yield per
acre in Minnesotawas set at 56 bushelsas corn- Barley

1958-62 averaqe 6.32$ $68
pared to 63 bushels in 1963. In South Dakota, (963 5.822 (80

where nearly all of the cornproducingareawas (964 5,046 16$

affected,the per-acreyield this yearis expectedto ‘Includes only foui’ full states.

fall 19 bushelsfrom 1962’s averageto a total of 29 **1964 dataare preliminary.

bushelsperacre.Theseyield reductions,combined
with an averageacreagedeclineof 3 per cent in being 20 per centcutbacksin both Minnesotaand
Minnesotaand4 percent in South Dakota,led to Montana. Per-acreyields of barley were below
respectiveoutput drops in thesestatesof 21 per thoseof 1963in MinnesotaandSouthDakotadue
centand42 percent from 1963 totals.Declinesin to the drouth, while thosein Montanaand North
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Dakotaexceededthe 1963 figures. District barley the total output is expectedto be 56 million bush-
production,at 161 million bushels,is down about els, just 4 per centunderthe 1963 total. Soybean
10 percent from last year.Oat production,which acresin South Dakotawere expandedby 68 per
is down 7 percent in total, follows much thesame centthis year andtotal outputis expectedto exceed
patternas barley.Total oat acreagesweredown 1 that of 1963 by 15 per cent. J\orth Dakota’sbean
percent from last year,and reducedyields in all output is expectedto be 12 per cent higher than
states except North Dakota further diminishes last year.
estimatedoutput.

Hay production and pasture conditions also DISTRICT OIL SEED PRODUCTION*
reflect the weatherconditions. In dry Minnesota

Acres Bushels
the hay crop was off 18 percentfrom lastyear; Soybeans (thousands) (millions)

South Dakota, 11 per cent. Conversely, in moist (958-62 overaqe 2,756 51

Montanathe hay cropaboutequaledthat of 1963, (963 2,731 65
$964 3,350 63

and f”uorth Dakotaexceeded1963 outputby 3 per
cent. The Septemberpasturecondition report in- Flax

- . . - (958-62 averaqe 2,934 26dicates severe deterioration relative to a year $963 3081 30

earlier in Minnesota and South Dakota, while $964 2:785 26

Montanaand North Dakotareportpasturecoridi- ‘Includes only four full states.

Lions as good or better than a year earlier. $964 dateare preflminary.

Oil seed production down slightly
A 23 percent increasein district soybeanacrcs Reduced flaxseed acres and geneiahly lower

is not expectedto offset drouth reducedyields, yields bring this year’sestimateddistrict outputto
This will result in a predicted2 percentdeclinein 12 percentbelow lastyear In North Dakota,the
over-all district production. In Minnesota,where district’s major flax producer,a lower numberof
nearly90 percentof district beansare produced, cropacreswasoffsetby higheryields: totaloutput
theSeptembercropreportestimatesper-acreyields of 16.5 million bushelsis about the sameas last
at 19.5 bushels,a dropfrom 24.~bushelsin 1963. year.Theflax cropin MinnesotaandSouthDakota
However, a 20 percent increasein bean~irresin is set at 30 per centand 22 percent, respectively,
Minnesotapartially offsetstheyield reduction,and below lastyear.
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