
Contents:
Farm income trends: a 10-year review ... p. 2

Current conditions p. 6
Economic briefs p. 8

F~DER.AL. I~ESERV~ NI~ OF XflT~EiA.POLIS

OCTOBER 1965



Farm income trends: a 1O~yearreview
A review of U. S. Departmentof Agriculture pa~ments to farmers under various government

incomestatisticsfor 1964 reveals little changein programs.Starting the IO-veai- periodat a modest

the district agricultural economy from previous figure of $2 I .2 million in 1955. governmentpay-
years. Realized gross farm income was slightly mentsgrew to a record district total of S~I4inil-
higher on thestrengthof increaseddirect govern- lion in 1%-i. In terins of theproportion of gross
ment payments; and, surprisinglY. district farm income, the direct governnietit paymentcontribu-
productionexpensesweresomewhatlessthan those tom moved from 1 per cent to 9 per cent of the
of the year earlier, the first such ocilrrence dur- district total during thesameperiod.
ing the past ten years. Net farm imicoine in 1964
was thus somewhatimproved on the basis of the Chart 1 — Realized gross farm income,
following skeletonizedaccounting statement:$17 Ninth district
billion, gross;$2.6 billion, expenses;and$1.1 bil-
lion, net. How doesthis comparewith recent his-

tory? A trip throughthestatisticsplacesthe1%-I
record in perspective.

Big gains come from

change in programs

A look back over the statistics of the past ten
‘,ears showsa modesthut fairly constantrise in

realized gross farm income. That figure, which
includescash receiptsfrom farm marketings.di.
rect government payments. and noncash farm
income, roseat an annualaveragerate of about
2.9 per cent, a rate of increasewell above the I
per cent gain from 1963 to 19(4. The component
parts, however, depict divergent patterns. The
lion’s share of total gross income was provided
by cash receipts from farm marketings.hut the
proportionslipped from 93 per centto 86 per cent
from 1963to 1964. As shown in Chart I, the year
1958,when farmersmarketed$3.2billion of farm
products, was the high point for cash farm re~
ceipts.Theclosestapproachto that figure camein
1963 to within $5 million of the record.

While farm mnarketingshavegainedabout 2 per
cent per year since 1955 the slack in incomehas
beenpickedup by a significant increasein direct



Chart 2a — Gross form income, Minne—
sota

Chart 2b Gross farm income~Montana

Chart 2~.— Gross farm income, North
Dakota

Chart 2d-- Gross farm income1 South
Dakota
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The third componentof gross income, mmommcasli
income, reflects the trendtoward fewer farms and
the changing consumption patterns of farmers.
That figure, which includes the rental value of
farm dwellings and thevalue of farm produceon
the farm, wasvaluedat $193 million in 1963,down
from $211 million in 1955. The declineshowsUp

in the proportionatedistribution as a drop from
6 per cent to 5 per cent in terms of total gross

income.
A look at the four whole statesin tIme (listrict

showssomewhatdifferent seriesof trendsin gross
immcome. lhC total is dominatedby the Miminesota
data where typically 45 per cent or more of the
district farm income in generated(Chart 2a . In

that state.as in all the district states,direct guy-
ernmnentpaymentsa(Ivammcedsubstantiallyover the
I0.yearperiodwhile non-cashfarm incometrended

downward.Cashfarm receiptsin Minnesotamoved
upward fairly consistently, advancing from $1.2

billion in 1953 to about $1 .5 billion in 1964. just
over the 1958 mark. Much less. if aimy, upward
movement in cash receipts is evidenced by the

recordfor theother states.Thosereceiptsin Mon-
tanabobbed aroundthe $h)() million mark with
the 1964 total of ~39 1 million exceedingthat of
1955 by only 821 million (Chart 2b - The wide
swings in North l)akota cash receipts make it
difficult to discern any distinct trend although
theremarkedimprovementis indicatedfrom 1961
on Chart2cC South r)akota cashreceiptsexhibit
a definite if immodest upward trend moving from

$53() million in 1955 to $(T5 million in 19(4
(Chart 2d C The exceptionalreceiptsof the year
1958, however, are unsurpasse(las yet in either

Montana or South l)akota.

Farm expenses — the depression

Chart3 is onemadeto order for thosewho like
to observe statistical trends neatly and clearly.
Farm productionexpenses.thefarm incomebogey

man,roseconsistentlythroughouttheentireperiod
with the only exceptionbeing a very modest fall
of $13 million from 1963 to 1964. The 1964 total
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Chart 3 — Farm production expenses

of $2.6 billion representsa 33 per cent increase
in production expensesas compared to a 29 per
cent increasein realizedgross farm income.On a
statebasisthe percent changefrom 1955 to 1964
in farm productionexpensesaswell asgrossfarm
incomeis as follows:

% change in % change in
expenses gross income

Minnesota +34 +27
Montana +32 +16
North Dakota +28 +39
South Dakota +38 +35
4 States +33 +29

This squeezeon farm incommie can be seen in
another way. In 1955 district farm production
expensesaccountedfor 66 per centof grossfarm
income and this advancedto 70 percent in 1964.



()m. to paint a darkerpicturebut probably a more
clear one. productionexpcimsesas a proportion of
cash farm receipts moved from 74 per cent in
1955 to ~2 per cent in 1964.

It can be seen that the blame for the iimcrcase

in cost is sharedfairly equally by all of themajor
exl)elmse items. The distribution of costs among
theitemsa~a proportionof total expensesclmatiged
very little during the I O-vear period. Current
operatimig expensesamounted to 61 per lent of
total cxpemmsesin 1964. the sammie figure as in 1 955.
:~l1I(iilg the current expenses.feed and livestock
rusts appearto havegained relative to other cx-
peilses while labor and equipment repair and
operationexpenseswere relatively lCss important.
Theseshifts. however, were not of any great sig-
nificance iii ternis of sh’.e. Noncurrent expenses,
itemssuchas depreciation,real estatetaxes,inter-
est on farm debt, and net rent, accountedfor the

remaining 39 per cent of the total and appearto
havenot changedto any importantdegreein their
relaLive importance one to another.

Net income bears the burden

The phenomenaof expensesrising faster than
gross mncumne resulted in an unfavorablenet in-
come picture. and this is sharply portrayed in
Chart 4. Whether one looks at the district total
or the individual stalesthe story is the same—

only modest gains in net farm income. For the
district, the 1964 net incomime figure of $1.1 billion
rel)resenlsa gain of 21 per centfrom 1955. Com-
paring 1 955 with 1 961 and ignoring some wide
gyrations in between. gains of 66 per cent in
\orth Dakota, 28 per cent in South Dakota, 11

per cent in Minnesota are shown in the sammmc
comparison,while farm income in Montana was
down 10 per cent.

Fewer slices from the pie
Someof the slow growth of district agriculture

wasoffset so far as thea~eragcindividual farmer
was concerned by the spread of totals among
fewer recipients. I)istrict farm unit number esti-

Chart 4 — Net farm income

malesdeclined 1 5 per cent I let weemi 1955 amid 1964
with a range of from minus 1 4 per cent in Min-
nesotaand Montanato minus 18 per cent in North
Dakota. This decline in farm numbersgives rise

to a significantif erratic increasein averagegross
incomeperfarm figures (Chart5 ~. For all district

statestheper farm grossincomein 1964 amounted
to $13,380.up 52 per cenl from the1955 average.

Chart 5 — Realized gross income per
farm
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Chart 6 — Realized net income per farm ti~ely improved imet incomes per farm (Chart 6).
Average net income on district farms amounted
to $3,995in 1964. 41 per centhigher than in 1955

and about$20 higher than the previousrecordset
in 195$.As is clearly shown in Chart6, generaliza-
tions about the individual statesare difficult to
draw. Imi Montana net income per farm reached
a high of $6,019 in 1958 and then declined to
$4.483 in 1964, just :3 per :t~iitover the 1955 fig-
ure. 0mm the other hand.per farm net income in
North Dakota exhibited little trend until 1961

when the figure advancedrapidly to 55.517 in
1963. Per farm net income in South Dakota
tendedto be very erratic over the entire period
reacimimig a high of $4~1l9 in 1958. flmere ~sotild

Among the states, the largest increase (71 p~~r appearto he evidenceof some upward trend in

cent) over the 10-yearperiod was experiencedin time SouthDakotafigureswith the $4.308per farm
North l)akota, primarily reflecting the relatively net incomefigure (if 1964 excee(limmgthat of 1955
good crop years of 1961, 1962, and 1963. The by 33 per cent. The mostconsistent trend is cvi-

most modest gain occurred in Montana where dencedby theMinnesotafigures. the district state
averagegross incomime per farm in 1 961 was up least subject to the vagariesof the weather and
33 per cent from 1955. Relative gains over that having the greatest diversification of farming
period in South Dakotaand Minnesotaamounted operations. In that state net income per farm

to 61 percentand 46 percent respectively, advancedmoderatelyto $3,326 per farm, 28 per
The decline in farm numbersmuclm less effec- remit above the level of 1 955.

conditions...

C old and rain during much of Septembercli. in October was officially estimatedat only 20 per
maxed by a severefrost over most of the Ninth cent mature; the so\hean crop. 14 per cent.

district on September26 damagedthe prospects Normally, 60 per remit of the corn and soybean

for a bumpergrain crop of high quality. The ex~ cropsarefully matureat that time.

tent of damageon corn and soybeanshas not yet The demandfor feeder cattle to help utilize
beenfully assessed,but it will be substantialsince “soft” corn is expectedto be heavy with subst’-
both cropswere relatively immatureat time time of quentcredit demandfor feeding operationsrela-

the freeze. Minnesota’s important corn crop early Lively high.
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In the westerngrowing sections. much of the I)uririg the first eight months of 1965, excess
wheatcrop was in theswath and it also suffered reservesof all district memberbankshaveaveraged
in quality from the more-wet-and-cloudy-than, slightly under the sameperiod of 1964. Borrow-
usuallate summerperiod. Here.too, thefull extent ings at the FederalReserveBank havebeensub.
of damagewill not beknowmi until Novembercrop stantially higher as has the use of federal funds
reportsare received. (borrowings from other banks). Loan.to.deposit

i)istrict nonagriculturalemployment trendsthus ratioshavealso beenincreasing.In general,how-

far in 1965 havebeengenerallyfavorable. Almost ever, bankersseemto feel reasonablycomfortable
all emp1o~mentcategoriesshow improvementfrom with their liquidity positionseven though they are
month- and sear-earliercomparisons,with an over- less favorable than in 1964.

all 3 per cent imicreaseregistert’d on acomparat~ \\henm the (I istrict’s Itusitmessand financial mdi-
cumulativebasis for the first eight months of the cator seriesare machedwith thoseof the natiomi,
year.Employmentin manufacturing,construction, the (listricts cci immumic trendsand presentposition
amid mining hasbeenparticularly strongwith aver- appearrelati~elvfavorable. The big jolt to crops
age ~sceklyearnings in manufacturing in tuglist resulting from the unfavorableSeptemberweather
up moderately from that of a year earlier. The will not be fully reflected for sometime to come.
averagenumberof hoursworked%%eekly in nianu-
facturing was 41 .2 — about the same as in the ike fl.J/Iowulg ,~c/ci‘1(11 topic (Ieariii.’.l a particular

nation.The district unemploymentrate for Ammgimst (1s[~~t (1/ //U’ (Ils/ricts curl (~I1( (~(‘Uf1Wfl1C scene:
is estiimlate(I at 3.7 per cent. about a percentage

point lower than the national rate. Labor market strong
Indnslrial output in the rcgiolm. as measuredhv Time Ninth district labormarketshom%edstrength

the hank’sserieson the industrial useof electrical as summerwaned into fall. Wage and salaryem-
powerand theproductionworker man.hourseries plovimmemmt moved aheadin August at a moderate
in manufacturing, also continues to show strong pace to reacha level of 1.650.000.On a season-

impro~emnent in nmonth. and year-earliercompari- ally adjmisled basis. this was 2.3 per cent above
suns. Iron ore ~hipiiienils through July registered the year-earlierlevel. The growth rate was slightly

a ‘~ per cent increasefromim the same period iii largerthan the 1964 averagebut below the rates
1961. registered earlier this year and also well below

the 4.1 per cent advameregi-tered for the nation
Expandingdistrict retail salesreflect thehigher

levelsof emnploymnemit_ it ages,and incomes, asa whole.
With the exception of South Dakota, every

Total dePositsat district memberbanksin late state in the district contributed to the August
:~Liglist itt-re UI) 7 per ((-mit from the ‘tear earlier advance.
~sith demanddeposits up 3.4 per cent and time The trade sector, the largestdistrict industrial
immomiev up 12.4 per cent. Loansand dis(uuntshad componentin termsof employment,at a rate of 2
increased13.9 per cent. per cent added significantly Lu the district eni-

A relatively lmeav~loan demand at the larger ployment level during thesummermonths. Every

city bankshasbeen experiencedthus far in 1965, state in the district indicatedgains in this sector,
with a substantial increase in commercial and again with the exceptionof South Dakota where
industrial loans. In country banks,too, a strongin- slight losseswere registered.
crease in loans occurred during the first eight The district level of employment in construction
monthsof this yearcomparedwith thesameperiod over the first eight monthsof 1965 averagedabout
a veal- earlier. 3 per centabove 1964 levels.
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Economic

1. Funds approved for diversion planning $~0million addition. expectedin two years, will
l..oost total annualcapacity to 10.3 million tons.

PresidentJohnsonhassigneda bill to authorize Erie is owned by Bethlehem Steel Corp., the

planmngfor theGarrisonWater I)iversion l)r~jt~’t YoungstownSheetand Tube Ca., the Steel Co. of
in North Dakota. The project would provide for CanadaLtd., and InterlakeSteel Corp.
irrigation of 250,000acres,and would also make Also, ReserveMining Co. has announceda $25
water available for municipal, industrial, recrea- million expansionprojectfor its SilverBay, Minn.,

tional, and wildlife uses. Estimated cost of the pellet plant. The present10.million.ton capacity
total 30-yearprogram:$206 million, plant is jointly owned by Armco Steel Corp. and

Republic Steel Corp. ‘Ilic expansioncalls for addi.
tional bail mills for grinding taconitepreparatory2. Honeywell to enlarge controls plant to pelletizing, pumps. a new steam generating

honeywell, Inc., hasannouncedthat a 330,000- plant. as well as ne~railroad equipmentfor the
square-footaddition is to be built at its Golden natbitt division.
~ahlev. Minn., temperature controls plant. The

project rej)resetlIs [lie largest single expansion
project in Minnesota-in Efoneywells80.year his-’
tory. As a resultof the enlargement, overa period 4. New gas lines for Upper Michigan
of time about700 new jobs will be created. ~VlichiganConsolidatedGasCo. has started op.

eration of its new natural gas pipelines in Upper
Michigan. Included are 23 miles of distribution

3. Pellet plant expansions announced lines in the Menominre-Powersarea;and29 miles

Contratshavebeenlet for a 2.~-inillion-toiicx and 70 miles of transmissionlines in the Escan.
pansionof the Erie Mining Co. taconiteplant at aba.RapidRiver areaand the Iron Mountain area
Hoyt Lakes, Minn. Completion of the estimated respectively.


