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. > Arnerieijn Agricultural EConom ics Associafion .. · 
... ·. . •. ':Texas A & M University ........ · ... . 

. . ,. College Station., Texas . i. · :< 

TuesdayAfternoon, Aug.ust:29, 1974 

.:Fol .more·lhan a decade the United' ~t~les: :has ·experienced ... · , 
. ··. · ...• · .•.. accel~ra.tir;g,lnflafioh.··. Slnce· late t971.average·prices''have risen 

. . . . . . . . . . . . . . . . ·. . . . . . . . . 

. ·· at:a rate af5 percent·peryear, Jheasured pythe Gross NcJtional ··· 
•.·.; .. •'· . . . . . ·. . . . , . ' . . . 

. ·.··.·•··. Product(GNP) deflator, and the who1es,fle price ihd~x of a'.ll •' · .. ··••·. 
• .. : ·.· ' .. ·· . ' . . . . . . ·. ' .. ·: ..... ,.· .. ·, . 

. . · comr11odUies ·ha.s,:fisen'an'average of 14 'percehtp~i year. ··•· .. . 
·. ' 'Tneg;~lirill inflatioh has prompll!d aMlllber l>rsf l/{(1eS · 

.· conterning its impatton agriculture. : Mbstoffhe studies Were . 
I .. Hm•ited t~ comments on the eff~cts :of inflation, rather than monetary 

.·: actions on agriculture.· Nevertheless,' if one believes; as I do, 

·• ' ...• that ex~essive monetary growth is tile major ~ause Of inflation,··.· ..... · ... 

,·· .. :the.influence of monetary actions. is imp I ied .... ·.· . · . 
.. ·•·· Ihe impacton -agriculture·attributed tq inflation varieq ' .. · 

·, ·.· ,.'-·.- ... · 

widely inthe~e studies, ranging from re·at wealth gains to nominal . ·•. 
·ahdrealwealth<los~es·. ··One writer went so faras to conclude that .· 

lnf lation depressed those ·incomes rea I ized from :the· prod, uct 10n of .·. 
' ... •. . . - . . . . . . . · .. ·; .. 

. feed grafns,, ... wheat,. and.cotton ~omparedwith: income fr9~ • meal · .. · .. 
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· , animaJs,· poultry; ·truits·,'and·vegetables:·(4L·, AnotherJou·nd ~ <;lose 
• • • • • • • • • • I • • • • • • • • • • • 

' ,· •,· · .. and cohsf$tentrelaticinship ·between:chanc9es· in the stock ofmoney >,, ' 
and,changes;in agrlcUOlturaCr i'ncome andlnveStment,-and concluded··•.· .. 

,·• ... ' that ag'riculture -is'far more closely<r~lated to,' and integratefWnh, : · 
the total econOm'y{ha.n:is,currently ;ecogniz~d (10).. . . 

. . . ..• ·.• i . . ·· .. ··, • . . . . " .. • . 

·.·. · lhe-lnconsistencY oflhe findings ·is a·remihder of the ques- .· 
·,tioning!dispoSitioh·o·fthe·'famous'French philosophet,:}VfichafH de· .·•· 
. 'Mon~aigne (1533::921, who, after yearsofcohc~ntr~libn'.priof lb:.· .. ··,··.• 

.·. writing his essays, 'de~ided'thatabsolute tacts werei.nortexlstent. · .· . 

. -:. Rather tharraccepfthis pess im isti<:::view, :l ~-uggestth~l moslof . 
the·lnconsiStency reflects the difficulty Tn determining cause ind·._ .. 

. · ~ffect'relations-hlps irr agriculture and differences in ·the lime 
·, ·• .• horizofr'oflhe res'earchers. · 

'.· .. i> lh agriculture, 'cause and 1effecf+etationships are ciO:uded ' 
' . ~ . .· . . . . . . •. ·. : . . ' . ·' .. . . ' . . ., . . ·. .. 

' ' bya nu~be:r of nonniorletary destabH-izing e'1~111ents which earl have ,' 
'' .. ' ' ··.' 'a sizable effect 'between the p la n.nihg Or proddcti-On and' the rea I ization '·•· 

·•· .. of oµtput. Outpµt a od de111a ~d flucttiatlons occllt'as .a res u It of •• .· 

. · ·. : tJn.ahticipated factors such as unUs,ual we~ther and other natu·r~I , .· · .. 
','•, ', ·• ... ··.· i ·.· - disfurbances,-.... livestockcycles, and chang,es in foreign demand. ' ' 

,' '· .. ,' ' The y~ar~to~yea r variation ca used by these factors often Cl~ershadows ' < : ', 
. . . . . ' :. . ·.. ---~. . .· .-. . . . .. ·, . . . . . . . . .. 

·.·.; : th~ \nOuence of mQnelary actions. - .·.· .... 
' i:_·,~art Of th~· inconsistency ·-reflects: the shorl:time sPan ln· .. ' '' ·.· ', 

.. - .... ,· . ' .·:· ' . . . . .. :. '·.·· .. ·.·, . ' . .' ,.·. ., : 

·which mostot'the researche(s were-.concentrating. Jacob Viner,· ... -·· . . . ... .. ' .. ··-· .· ,• . . . . . . •.'."'' . . . ... . .... 

·· pri~r:·t~-th~·predominance of the 11N~w Econoltiics,•J noledlha~. ·· 
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· .. · ilcPf'lo!ll i$~ ten.ded t~ cimcentfa te ~xc I IJs i\iiil}' on IOnf nm a nalys is 1231. ·· 
Tpd~y, howev:er' .· few·ar-e· preoccupied with the~ effects that a given 

·. actior1willhaveihthemoredistant future .. Mosteconomistshave· 

.. · · nJoved tot he other polar Pos ii ion, and acceptecf on faith ~eyn~s" . 
. ' ., . . . . ' . . .... -:-~_., ,· . .· . . . .· ... 

dictum that inth.e long run we are'alldead. He·nce:, pUblicaclibhs ·.· · 
.. , .. ' 

... · tend to be•vie·wed prt the bas is. of 'thelr immed,iijte impact ra.ther·th~n ·.· 
. . .. : . . . ··. ; . ·•.·.• ..... : . : ... · 1/ . ·. 

· .. their lon:ge{.:.r'un:consequences.~. C • ,· . . . .• •· 

.· : .. • l~adhere .. exclusivelyto·•neitherview, butSugg~stthatwe··· 

.· .·. •· ~re·conti~upusly"expetiencing both the short~ruri and long-run· 

.· . eHect otpa~taclions - the short:run impact :of recent actions as ' . 

. '· .. welfa~·the lmpactofactions taken in the more distant past Hen'ce, 

.- .. an unatn,biguo4~ ·discuss ion of'the infl"uenc.e o{m'onetaryactions . 
··. · ·on. agf k;u It ure req u ires · a dist i n'ctiqn · between · the tw'o ~r~ e· ·periods. · . 

. . ·.•·.·•. : I n:my:ylevl, ,failure: to.make this d·istiOction· ·js a :cause ·of the confusion . 
. ·Mo:neyahd Business Cycle~ ... · .• ·.. . 

. •· . ······,~:rflisirticle::as,sumes·.··that .. t~e:tr'end ratj .. ofmohetary_giowlh.·· .. ···•· . 
. · ·.is:Jatgelyfe~ppnsible.for ~verage price .movemepts.in·•the economy 

' - ••• • •• ,.···· -. ) •• ,· •••• ••• •• • • • J ., • •• • • ,• ·_.· ., ', ·: 

. . . ..and-thatvarlaliqhs·Jrom the trend have a maJor influenceon the·. 
·•·•·· :::- cycUcal movements oftota I output ·. ' . . . . . 

···•···•·rhis 'liew is based onthe'interactionofthedemand for,.and< ·. •· 
' '.· 

-•· · . ~upply of money~ -ll holds that demand tcir n,oney ari~es as a res.ult of .. · 
· .. lt)e ~ervjces·that 111·oney provides;tt,atisi money.facilitateS transactions··: 

··•··· .. ·1, _• For•ex~ruple,.•·s.ee·the: .Record •of Policy'Act:ions• . .Qf tbe'Fede.rqfOp~Jl .. 
. Ma rketCornm ittee in .1972. Major Committee objecfives, s· uth as the . 

··. easeortightness:of bank reserves, current money m~rket conditions, . ·· 
or current internati9nal developments were·consistently of a short-run .. 

. . nature: (2t - • . . . -. .. . ,. . . . 
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·• · and serv·efas'a,sfore of purchasing power~ •The qtiantity ofmortey · 

. . .. ·. . .. . ·, ~.. . ' . : . . ' . . . 

• ... thafpeople desire:to hold depends Oil income,' wealth, interest' . ····•. 
rateS,· pflCes,··anfpricti expectations.; on· the other ;hand,. the' supply. 

·• .. of money is large'ly tinde{the control ofthe:Federat Reserve System.·, ... ·. 
,' ' . . 

. The s:ystem ltirough •its open markefoperatfons cari control the .. 
trend growth; of-the n1ori·ey stock· ..... •- ·. · · .. · · . . ·. .. · ... · · 

.. < .·.•·•U the·quantity of ·moneyhe,ld by(he:.:publ ic i~·gr,eater· tpan 
. desired, lherate of sperfding will increase until inc'ome, wealth,: · . 
. · .· priceS,. interest.rates:, and' other factors which determ irie' mon~y .· ..• · . 

. demarid···adj.ustto the. la'rgei.stockofmoney. :l1uring't his :period:of ... · 
' ·· .. adju~tmeriltotal demand fot·alltypes of assets; lhcludihggooas .. ·· .. 

and~services·; 'witl.rise.·. Production and employrnent-willbe stimulated· 
... · as +riventhrie,s d~clineto less than desir'ed levels~ .. Ove'r the longer ; . 

run',-,as\tne:economy·approachesits pr.oductiy,e ·capacity, excessive · · .. 
. . . ,· 'monetary"grow,th:-wHJ result only in price rncreaSE!S, wea Ith transfers,. 

and inefficiencJestaused'bythe implicit taxoh:~oney.· 
.·'. '• ·considerable evidence has been gathered to sUpportthis. 

,. ' " . . ' •, •, . ; : 

.•·· ornonet~ryview.: Research. conducted at the Federal Reserve Bank .·.· · .. 
•·•· .. ·. _ofSf.touis,• as:weH as elsewllere, has demonstrated that marked . · . 
. i anrl'sµstc1fn~d ;ch~ngeS in the rate of monet9ry growth .have:· .. 

. . . . . . . . . . :· ·.·' . . . ,· . . . . . . .. . . . . ·: ·~ ... · . . . 

genetally preceded turning points in the business cycle (6, 7, 9, 24){ i 
. . . . . . . . . , . ,• . . .. ' , . . . . . . ,. . . . ·• 

. S,Qphisticated.stati$ficar analysis c'q9firms(therel~tionship betwe9-n . 
. ·• changes in:the. sto~k ofmoney, tqtal spending; a,nd prices (I, 8, 13, 16h 

.·.· '· ; ; . 

• ltis •. riot rny.purp.oset9rehash ,he:evidente thaf money,bus iness •. 
. . · .. ··:c;ci~~\·and 1nflalionare. related.· I ac,cept.Jhe ·evi~eri~~-:as present~d -· ...... . 

·. thil{chariges··• in:the quantity of mor,ey arelhe··dom inanf ~us~t •· 
- ,. . .. ·.··. 

· ·. faCtors, 
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lmpactotBusiness Cycles on Agriculture 

. Accepting the View that changes in the rate ofmonetary 

. ·.growth are the majotcauseof.business cycles, the impact ofsuch 

. cycles Qn agriculture can, in turn, be eltherdlrectly or in­

directlyattrib'uted to monetary actions. The following hypothes~s .. 

ar~ advanced and will he tested as an aid to orderly discuss ion 
of. such influences: 

. . 

.· L In the longer run, say five years or longer, monetary 
' . ' ' ' . 

actions have aboutthe same impacton farming as 

on the nonfarm sector. The trend growth in money 
. . 

· is adomiriant determinant ofnom inal farm income, 

farm expenses, andaverage farm product prices. 

All prices, however, eventuallyreturn to about 

their same relative positions, a11dwithlhe 

exception of wealth transfers, monetary actions . 

have little effect on real farm.income or the well­

being of farm people . 

. I nthe shortrun the farm and nonfarrn sectors 

differs ignlf icantly in their adjustments to 

monetary actions$ 
. . . 

a. Farm output responds less and fa.rm prices 

morelhan outputand prices in the nonfarrn 

sector. 

Farrrt output adjusts largely through changes ln 
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·shqrt~•liv'ed:ProdtJctiOn•·i6Put~'s.uch'.as··· .. ·.· 
···._ '. fertilizer chemicals · etc. · 

. . . . ". , . . . . . . . , .. · . . . ·. . . . . 

. ·. Fa'rm em:ploymentJS more slaQle:tha l'l. norif~tm > · . 

. ·· .· .... , : employrnentbut S haiper adJusi1nents occur .... 
> .lnfaim wage··rates~ ... ··· 

· ..•...•.. ~•~· 'Y'.Fatm income respohdsto mo.netaJy actions abqut 
t~e same as•·gross ·national product · ... 

.. ·.. : Jntt:irest rates charged'farmers are less sensitive ·. . . . 
. · .. ·. tO.:monetaryacfions than rates ·chaigedsome other .• . . .. 

. . . . . 

. , major Sectors of the economy'.':·.· .. ·.. . . . _ 

Prior·to the establishment of floating exchange', rates, 
·.···•··.·.doniestio ~onetaty ·actionsalso had: ari i~patf on the frireign .··· 

.·. demijfidfor U.S'~ farm produCts. Withthe fixed, ~xchangerates · .• · .. 

i in ,effect_,u'ntH rnid:71971, dome~tiC monetary actio'ns which. led to . 
'·, .• 1, .··_·. .,· •'. . . . . . . ' . . ; 

. a· hig,hra,ie•of inflation in the Untt~dStates iendedto· reduce ' 
.. fdreigtr:·p·urtfia·ses of· U-.S •. · fatm:· productsiar,;dlncrease••·tL •. s. •.·.·· .· ... 

·• bl/ying otforeign farm products. With thf! adoption of t10ati0g 
... •·· .. • ... · · exctlange• rates, howev~r, foreign demand forU. S~ farm produtts · 
..... ·. ·· .· •· ; is notgreatly ijffected by domestic~o~etary actions and inflalio~. ··•·· •· 

. , _ .. _, " - ... ·.. '.•· . . . ' . . ·. •,. ,. ·. . ·;· : ·•" . .. 

•·<A rise ln dom·estic prices is. now offset by a deGline in the · · 
. ·. •.· ., . . . : .. ·.·,. ,' . . . . . " . ' .. ··: . . 

e~ct,ange value :Of the dollaf; • 

· ·l~n9er-R~n l ~.~clsi 
... / .·.' •··•·' Agriculture and the: no'nfarm sector of the econpmy proba91y' ...... · 

:. make:aooolthe same'fUndamer,tal adJu~tm'ents :in:responseto .· ..... ·. 
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.·· 2- i- : 
monetary aat,ions in the li>ng ru~.1! If nisources are fully 

.'. -utilized ijnd pr9ductioh'techhiques,are ·unchanged, "the rising> · · 

demand-for ·goods arid: services,cc1used by arJ· increase in the •· · 
. . ·:·. . ' .· "' . . ·. ·. . . . . . 

. · .. -. - s.tock of money wiH'.not lead to increasesin·'output·or major .. 

-changes in.relative prices.• Jo·meetthis rising demand caused· . 
.• •by'mohetaty:ad ions,:, 'producets;·Wi II bid' for>scarce· ;resources.··.-~-· .· ·... . 

.· ..•. :la_nd,, labor,:.'andcapltal, and.resources will be ctiahneled:via,;.· :·· ·.·-·· .• 
. . . . . . . . . . . . . . . . . 

.. . ·.· .· .. :!~:tt:!«i;;!~.·•;:~~::r:::::1;:tut:n~i~t:rtr;~;·• · .. • .... 
·_ '\, ·_ required'to prodlJce each product, prices of each re·source'will: : 

...... ·· ...• be bid ·up aboutfhe·same percent." Ptoducet.s:·wilf'be willlngto 

·. ;proclyce·aboutjhe -same;quanfity ofgoodsand: servi·ces, .and' pay •.. 
. . ·· approxJrriately ·the sarn ~. rea 1· wage~:,. rents ( ;and lntere~l. • Hence, ·: . . 

relativ~ prices.and:rea:I sUppiy•~lll.notcha~ge mllch. ;· .. ··•··_·.•·_ .•... · ..... 
- Cp.nsumertastes and preferences,.· the other deterrtirnants . 

. •··. i otfhe Pri)d.~ation ii! iX, 11te • I ikeW.ise not aff !!¢te4 · fly, risi~gt~l ~~01~ ri q •.. 

·.• ···•c"}I ttf :~~~~f ~~;: ~f ::its:r!:;,~;1~:\t!~~:rm:1,:f of· fooreY. :.• 
':. µ. • •• ••• ';: • • • • ~ 

_ :· _· __ stQc~ qf n1oneywou,ld·pu,rchase e~tljer. ,· Cons~quently, ilJhe. mix -_: 
:. :;:·•'·,:,; I .-1_· ••. . ,· ... ,. ,.·._,..,.. • • .. •• . .·· .·• ... •• . . ... 

g(the ,arlier: purcha~es . .max-imize~w~IJ~~el11g, the ~c1me quantity .... 

QfJ~a,ch.gO()d.cln.dservi~e shotJldJnaximiz~ we11~being c1.fter inflation,·.· 
'·-···· ·•!- .•. ·,' -· ,' .. . ' .. ·_: ·: .• ,· ·. ·, ;,· .... ::' ... ,. . . '.. " . ' . 

. ·· O .a.&.iulll1ng ntl ITl~Joccha,nge in w~altn di~tributions. Hence, no·majQr · ·.•· 
.. . <,·: :' 

... ·. ··••·•:i:;'p~fToijiif C9r.tect .• 1y: •• a:ntiSi'Pat.ij9J~.f•lcl·HQp·:}he_.in1plJ~,it(t~~: •.Q.~i:mo:ney ...•. · •···• ···• . 
. · bears ·heavier on:economic: activities that ate relatively lal:>ot Jhtensive . 

. ··consequently, tile rea[demand for laborfalJs andreatwages decline, 
, while demand fQt~Pital r-i.ses and capital formatiori increa$es H2l. · 

. . . . : .'.: .. · .. ' .. _, .... ,· ... _ ~ ' . ' . . . . . . . 
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~· .. ga:jns'o( IO$Ses wUlaccru~ to agriculture .or to any other septor . 
. . · ·.·. ··.·. otiQe. ~co~omyi .expept for the· p~ssible. fmpactof :~e~lthtransfe~s. . 

·. U~ant'.i~ipatedinflatiO~. caused .. bY m~netary~growth .. re·s.ults .. 
. . · ... • .. · .. ·.: .. ir1:trans.f,ers·ofw~~lfh fro~ mon~:tarycreditpr~:to monetary clebtOr.$.··· 

• • • • • •• , •• : • • '·· '.' •• • • • • s •• • '.· "···. • •• 

· .. ·· < Mo~tfarrners·8re ·probably.net monetary debtors andth¢reby .. receive 
''windfalP':gairis frm11 inflation. The farm'finance da:ta, however, · . 

·.·. exclude.farmers' hOlding~··ofsuch assets as li'.fe insuranc~,· savings 
•. · .. · ancl ··1oan··shares, <corporate··debt} and.mortgages'l 17).Furthe/more, 

···~.··· balartce sheet for 'retired farm ·people rhightshow ~·'net :nionetary .· ... . . . .. . . . . . ' ·. . . . . . : . . . . 

.·: cred'jfor.,positioff.:•cconsequently, ther~ 1s'noi1ssuranc~ that_farm 
.--~eop.le gain,during.lhe'ir lifespanifrom changeddebtor-cr~d:itOr: ... 

·.,. ,. 

relatiooshipsta:used 'by ihflation. •Youn·ger:farmer$ are·nef · - . . :· . , . . . . . '. .. . ., . ' 

. . ' . . 

· .. · .. · mohet~rtdebfors an.d he-rice, nef ga'iners, while retir·edtarmers . ,. . 
... ·. ·. may be h,erfnonetary creduors, thus net loSe"rs~ .... 

I . . • . .·. . sn·ort-Run ohtpulAdjustments : .. · . . . 

. · .... ·•···· .. ·· .. : Movemertts· of key variables.dtJring'1he,National'BUreau' . 
. ·. ' . . ·.• . ,· . . ·- ' ,.. . ... 

. i> of'~c;~.oomiq Re·search {NBER) business CYC.les indicate thal farmers .•... ·. 
·.· ..••... h,ave:resP<>n,ded to monetary actions in the h.ypothes izect·manner._ ' . 

,:,.-1otal·t~rm···.output,afte~.·.adjustment.· for •. trend;. declinedJfo~ ·peak···· .. ·•·.·... .· 

· ... ·· .. · ...• ··.tq·tr<>ug·ti in nin~ QtJt1eten economic recessions androse tr9n1 trdugh ·· .. · 

. . . • to peak Jo: seve~ oJ nine reco~eries since l92Q (Table 1).0 Far~ Output' . 
. · ·• ' declin°ed, Jn ea~ti qf .· the major recess ions (those during whiGh.ihe .·.· : .. 

•• ••• ·,,.,: •• ••• • '. • • ,: • ' • • .•· ••• '• • • ,... • > ••• •• • 

._ .. · .· .... ·· _ind,u$triitprod,ucti01} indexde.cJined more tl1an.io .. perc:ent:peryear.·- •· .. ·· 
·1920·--21}1'929~33,.·and 1937~38l-andros~. in each· recov~ry.following · ..• 

. , .... ' .. ', .· .. ··. ·, .. ' . . . ., •. ' . ,· .. ' . . . ' ' - . . ... 

.... ~. ••·· 
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.. these· rec~ssions'. ' · .. :: .· , 

·· ... · · .... · Th~ cyclkal lllOve~eMts irf farn{ ihplJts·weri generahy fn : '.•·• .. 
·•.·•·.·. ·. the ·sarne'.~irectiofras f~rrTlOUtp'ut,. indicating'that Jhe outp,ut .··•· .. 

. 'respohse was'p]anhed and not a randorfr occlirfence. :totalirip:uts, 

·.' af:ter.adJUstment for··trerid/'declined in eigh:f of the·•.ten recessions 

·· .. and :.rose :during sever}' of the nfne recoveries. The decline averaged 
. '.·· .. L 3 perieOrper:year during.the recessions',: 'ahdth'e~ rise averaged 
. ·o.6 percent •per.yeardUringthe. recoveries.·tota I.inputs.declined .. ·· .. · •. · .. 

•·· .. · .. 2.0'percentor inote per•year <in each ofthe threefnajor rec~sSiohs ·.·.·· 

.. ar1drose·O. 6 percent or more per year in each recov:ery whlch followed •. 
. : .. . ' : . . " . . . . . ' ' . . .. ~ . . ·• . ' 

.. · .. ·•.: .. · .. · .. ·I ri:puts offerUHzer'arid lirt{ing rn'aterials:<ar~ ~( more Sensitive··• 

.··.·. ·lhdi.~~tQ/Ot :tturtafrn~r•s re$ponse tb:chahg'.es ih d,emandlhan tot~1 · .•. · .. 
farm inputs. Farniers, I ike other bus inessmeh; attemp:t ·to maximJze ·.· ·.·.· .. 

. ·.··' wealth <>verlime byaddjng reso·urces until.the ~arg;inar cost·Of •. ·: ·.·.· .. · . 

. ··a·1rJnpu(~a;re·equalto.thelr'rriarginal.·.value product~···. However,•.··· .. •··.·· :.·.·, 

·.·. significant adjustments for a number ofrelatiVely fbced farm inpUts\ • . 
.. ' ' ·. .... ·.·. ·.. , . ,• ... . . . . ,. . .. .. . .. 

. • ._SlJchasland, labor, and ma'.chinery, C9nnotbe:madeoverthe CQurse ,· 
·· ·· · · .· ...... ~f mOs t bµsin~ss cy~les wit houtmajor losses, .. ·. C) n tne other hand •. 

. ·. ferUUz¢r ~dJys:tments cart be.readily IT.Jade in: respo.nse tQ changing .•· 
.. ' ,·: .. . .·. . : . . ., . . . . ·.- . •·,:··., ···. ,_;. . : .. · .. · ... _..--.:· ·.: 

.·· ····. ·dema.nd a:rJd s,upply>condit ions, since it is added ~nn1,1ally ah~ hai '. f itU~ :resJdu~l value} . . . . . ·, .. ,· •. . . . ,.· . . ' .• . . 

. · ...•.. ·.•·· .•······••·· ···•······ ·_i .. Jota 1; f eql! iz~r -~ .. r\d .. lime···· usag~--~~ft~r· a:dJ~st itjg (or trendl:.···.··.· .. · 
·.·_.•_.· .. wa:sdownjn_,eightoft~e::tenreces$iol1s anp upjnsev~nof the nJne'·•. 

''·.,·:-. 
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· recoveries. The decline averaged 8. 7 percent per year for the 

13 years<of business decline.and th~ increase averaged 3.8 percent 

per year during the 30 years of business recovery. Declines of 

7 percent or more per year occur red in each oft he three major 
. . 

business downturns, and increases of 5 percent or more per year 

occurred in each Of the recoveries wh ichfollowed. 
. . 

Farm output·adJustments over the course ofthe business 

-cycleswere found to be Smaller on average than adjustments in the 

nonfarm sector.31 Farm Output decreased an average of 2.J 

percent per year in the thirteen years ofbus iness decline. · In 

contrast r~al GNP decline averaged 6. 6 percent per year and industr ia I 

. production 12.7 percent per year (Table 2l. In the years of increasing 

.business activity, farm output increaSed an average of 0, 9 percent 

per year compared with increases of 2. ]percent and 6.4 per~ent · 

,. for teal -GNP and industrial production,. respective_ly. ·. 

Specia L Factors Ca used Greater Stab ii ity of Farm Output 

. The slower rate of farm output adjustment to changes in 
. . 

business conditions may be traced to a number of special factors 

including the method ofcomm itting farm resources and the structure 

of farming. Agriculture is by nature largely seasonal, and production 

plans must conform toseasonal weather. Cropping plans and resource 

commitments must be made in time to perm it planting, cultivating 
. . 

and harvesting; and once made, s.uch :commitments cannot be readily 

3/ _ . Professor Theodore W. SchultzalSo fou.nd that farm output is rela- · 
tively more stable than nonfarm output, but that farmers do make 
sizable adjustments in response to changes in demand HS). 



• ·-.· .. _: :._ ... -:\ ' . "I: 

.. · .. :··· ...•. cfl8rig'ed withoof sizable·loss~s.' 'Liv~stoc1<·.~fodLJction plans .. a;re· 

__ ,.;-· 

i .··.·. 

. . . .. . ·. . . • .. _·. . ·- .... ' .. -,, .. . 

madeJor even lor,ger perfod~ than :crops(' .... 

. . . ·.· .. ···.·. ' Typical.farms~: in cbrilrast to large· nonfarm firms, have: .. 

{he ~ritrl!(lrene ural fuilclion, labor, and capita I a II v~stedi!l Cl~e · 
.. person .. Most far.ms are not able to·make majot labor adjustments . 
. Withoufgoihg out of business since the owner•s·labOr often col)s.ti- ·.·. 
tutes fuostoffhe labor :input. . Cash outlays are relatively low add .'·. ·· • . · 

·- ' . ,:, . . ... ·. : ~ . . 

a .'higll percentage of the tota t costs are f i~ed.· Codseq'uently,·; 

· ·· · ·. · .. ·•··• f~rmers: must take•a• tong View; and' are appa'renfly wBlirlg to produce · 
. · · . for consfoerable periods oftime,~t below averagetates ofreturn .. · _ · · 

" 

> oh labor and capital than in other lines of production. Farm .· .·. · ... ·• . 

. , .··.··workers..J1ave·coosen to accept lower wages 'in the short run raiher .·.· '. . 

. ·· than:search for OtherJobs or accepf unemployme:nt. · In contrast, .. 

. the iarger. nonfarm firms, 'which have ownership and.· labot vested 

: :in.'different people, find it e8sfer to adjust to decnninfde·{Tlahd int_ht · ... 

· · short ruh by laying off workers: rather than. by reducing wages . 
. . · .. - . . . . ' .. .· . . 

· ... and'prices. In many cases such firms are bound bYwage contracts 

·. · ... which.preventwageJeductions, and output~ust be reduced through. 
. . . . . , . . . 

...... · · • layoffs~· .. ·.•.··· 
·. -~ ,· 

. . Th~ impactof thEt special factors on. farm output may h~ve · -
.·' ·.· .. ·declined' in recent years. As pointed out :by b. 'Ga le Johnson, i~ ... · .. 

recent :years farms:have become more. like. nonfarm firms (10. 

Purchased inputs in farming have lncreased, rising:from an average 
., . . . _·_. ; ·. . . . ·-: . j.. . .. . . ·. ' . ' . . ~- . . . . ' ... 

· · .. of 49: percent of gross farm income· in 1910-14 to 71 percent in···.1972 •. · 
• • • ,· ., • • • • • ' • < , ••• 
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Furthermore, expenditures onvariable costs items such as seed, 

·. feed, fe.rtllizer, and other chemical~, have risenshar~ply relative 

to total costs. TheseOutlays rose from32 percent ofaverage farm 

income l111910--14 to 49percent in 1972. An increase in such inputs, 

which are adjusted more quickly to reflect their changing margina I 

value product than inputs with greater fixity, tends to make farm 

output more responsive to monetary actions than heretofore. 

The" methods used in this study, however, did not p"ick 

up a faster rate of fa rm output response to changed business cond i­

tions in recent years. For example, total farm output has moved 

countercy~licaJ ly three times since 1920, two of which have occurred 

since World War IJ Hable IL Fertilizer and liming inputs have· 

moyed countercyclicallyfour times, three of which h.ave occurred 

since World War 11. 

The·_faJlure of agriculture to respond as consistentlytp 

business conditions in recentyears as in the pre-war period may 

reflecfthe mildness of the recent business cycles, and government 

farm programs. As ind.icated in Table 2 the post World War 11 cycles 

· ·• have been re.latively mild~-the sharpest annual rate of decline in 
industrial. production being 10 percent compared with rates of 

' . . ' ' 

. decl irJe of 27, 15, and 25 percent in the downswings of 1920-21, · 

1929-3), and 1937-38, respectively. Upswings in industrial 

propuction have likewise been more moderate ih the post-war period, 
' ' ' 

the steepest rise beings percent per yearJn1949-53. In contrast, 
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increases of 19, 9, and 17.5 percent per year occurred in the 
. ' . . . ' 

pre-war upswings of 1921-23·, 1933-J-7, and 1938-41, respectively. 

The ~nnual rate of change ln real GNP has not ex.ceeded5 percent 

_ per year since 1948whereas higher rates of change occurred during 
' ' . ' ' . 

· each ofthe majorpre-war downswings and the upswings which 

followed. 

Since 1948, government farm prograrns have been more 

effective in isolating agriculture from general business conditions·· 

. than in pre-war years. such programs, prior to f933, had little 

impact on either farm output or prices, and through 1941 government 
, , 

price support levels were relatively moderate. The quantity of farm 

products purchased through price support operations was relatively 
•·1 I .,. 

·small aqd the Commodity Credit CorporationlCCC) loan rate was 

generally below the market price for most major commodities. Since 
, , , 

the mid~l950•s, however, the °CCC loan rate has frequently been 

above the market price and the gave rnment has been the .residual 

purchaserof products which failed to clear the market at the supp.art 

_ price leveL In some years crops held by the CCC as a result of _ 

such operations have totaled 40 percent of the value of au crops 

sold, and holdings of individual crops have exceeded their annual 

production. In addition, major domestic food consumption and export 

subsidyprograms have been factors in reducing the effect of monetary 

-.actions on agriculture since World War ll. 
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Farm Pr.ice Adjustments 
•/ 

/\gricultural prices ·have greater procycl ical<movements 
. . . . . . 

than prices in the n'onfarm sector, but farm price movements were 

less consistent as a resu_lt of the instability caused by nonmonetary 
. . 

factors. _Farm pr ices fell atan average rate of I L4 percent peryea r 

· dur inQ the downswings since 1920, compared with rates of 6. I 
. . 

· .. · and 3.8 percent, respectively, for wholesale and consumerprices . 

. During the upswings farm prices increased atan average rate 
. . . 

· of3. 2 percent per year, compared with ratesof l. 5 and0.4 percent , · 

respectively, for wholesale and consumerprices. Farn1prices 

. declined more than 17 percent per year fn each ofthe major 

busines~ reces~ions and rose more than 6 percent per year in each. 

recoverywhich followed. Crop and livestock prices moved at about 

the same average rate on both the upside and the downside of the 

· cycles. Prices received by farmers, after adjusting for trend, 
. . 

declined during seven of theten recess ions and rose during six of 

the nine recoveries (Table 3). In comparison, wholesale industrial 

. commodity prices declined in nine of the recessions and rose in 

· six of the recoveries, and consumer prices declined in eight of the 

recessions and rose in six of the recoveries. 

Employment and Wages 
.- . ' . . : . . '- . 

As indicated earlier, monetary actions have had relatively 

little. impact onJarm employments inceJ920. Hours worked on farms 

"<11 . 



·, 

. - 15 -· 

declined during most ofJhe business downswings, butthe decline · 

averaged only 0. 5 percent per year and the number of hours worked 

actually increased during the major 1929-33 depressiOn (Table 4). 

In contrast to the stability of farm employment, avera9e farm wage 

rates declined almost 10 percent per year during the 13 years of . 
. declining business since 1920 and rose 2 percent per year during 

the 30 years of business recovery. Such wages dropped 38 percent 
' ' 

during the 1920-21recession and an average of 20 percent per 

yearduringthe 1929.;33 depression. 

In contrast to relatively stable employment arid unstable · 

.. money wages on farms, employment was unstable and money wages 

relatively stable in the manufacturing sector during the course of 
··1 t ,1.· 

the business cycles. Manufacturing employment declined at an 

average of 9. 4 percent per yearduring the years of declining • 
' ' ' 

' ' ' 

. business ·and declined lff percent or more per year during each 

ofthe major recessions. Manufacturingwage rates, however, 

declined at an averqge rate ofon ly 4.4 percent per year during 

all the recessions. During the business upswings, manufacturing · 

· . employment rose more sharply and wage rates more moderately 

than in farming. 

• I • • • , • • 

60th gross:and realized net farm income haveJo]lowed 
, ' ' . . 

procyclicc;tl courses .somewhat similarlo t.hat of nomi11arGNP 

since 1920. Dur ingthe .1920-21 andlhe .. 1.937-?8 bus.ines~ down.sw ... ings. . . . . ' . ' . ' ' . ' 
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. , . 

· ·•· ... ···~.l6; .. ~· .·.· 1 ······ 

· · ··~oth gtt>ssand n~[farm inco111e'·dfopped'..mqr~ :sharply tha:n·. · 
.. ·'QN P,' :but in:the··m·ore.· _pro'lorig~d ···1929~~$ ;d,epre'~s jon.·thes~·.·' 

.····.··meaSures offarm inc:ome·,and·GNP.declinedataboutthe same·•·.•. 

r~te ftabl!l 51,41 O~lhll'upsK!e oHtie cycles both measures of 
.. farrn income showed more moderate gains than GNP,.'reflecting, 
·. ·.in part,· the post-World waf lt adjustmefltsto mohrnorma:I·· ,. 

dorne~tic'and expor:l:tood dema:n'ds. Export demand'tor.U. s·. .· 
.. ,: . ; •. . . . . . ' ·. . 

. Jarrn products ~lackened somewnat:dqrlng the. peliodbf domestic .• 

business ~x~ansiorijn the late 1940sahde~tly 1~50s. as the •.· 
... '· ..... w~r-torn ~.cofromies in WesterrLEur·ope'andAsiaregained th~ir . 

prew~r procluttjon· le~els.: · . . . . . . . . .. 

· .. ,MonetarYActions and Farm .Finance.·.•.· . 

. ·.··· .. · Expansive:rriC>netary actions tend to redllce interest rates '' 
. . . . . ,. ", •·.· ' ' ·.· .· . 

tempo:hlrny, but cause an iricrease in- rates overlhe longer run. . 
.. '' . Co~~eq uent ly, any effort oOthe pa rt of the monetary authorities ii .. 

. · >,tor~d~ce·:interest rates toda{by .iqcreaslng· the growth. of 'rnon:e~ <•.······· . 

.. · .. will result in hig.her. rates a few months ahead ... The incre~sed · 
. ··. ';:- .. ·. . . ·. ' . .· . ' ; .. '·.. :· 

stoc~ of money will have an impact on p'rlces and the expected ... ·.··· 
. ··. ;rate of inflation, which after a fewmonthswHlresult in higher · ... ·· 

... '· ··. . . . . . ,·· . ' : , ·. ,. ·. . .. . . • .. . 

·.· .. interest-rates~ . 

. · >- Nomin~I interest rates willeventda).ly.approach lhfraie. ' ·. 
. . . of fot~Hod plus I he rec! I rate of return. on savings . ~), .·· Both 

··•· · .•.···· t4i>these+esults are generallyconSistehiwith··thefJndingsof ···. < ·.···.· 
William Gramm. and Robert Nash llO). · .. . . -· . . . . .. 
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supply and demand factors tend to inc~ease interest tates during 

periods of rising prices. Demand for creditwJll rise as borrowers 
. . . . . . 

observe opportunities for investing funds ln assets that they expect 

to appreciate in value. The amount of loan funds SuppliedwHI, 

in turn, tend todeclin·e as savers.find opportunities for more pro- · 

fitable investments directly. The rising demand for, and declining•. 

supply of, loan funds during rising price expectations will thus 

reach an equilibrium position when the rates rise to levels 

equal to the expected rate of inflationplusa normal real rate 

of retutn. Farm financing costs will reflect monetary actions 

over the longer run in the same manner as nonfarm financing 

costs. Jarmers must eventually pay a real rate of interest plus an 
• ··, I .;.• 

.. additional increment equal to the expected rate of inflation. 
' ' 

In the short run, however, interest rates charged 

farmers neither rise nor fan' as rapidly as rates charged other 

borrowers. Interest rates qn most fa rm loans were about the 

same or higher than rates on business loans in early 1972. 
' ' ' 

But following the uptrend in rates in early 1974, rates on business , 

loans were generally higher than rates charged farmers. 

This tendency of rates charged farmers to lag other rates 

maybe caused partly by the lowerlending margins charged by 

· the Farm Credit8c3nks during periods ol rising interest rates 



.__, . 

--·.1s-
than··during periods of decfining rates. Thesmaller commercial 

banks which are the major farm lenders are also reluctant to 
. . . 

change rates, although this reluctance rnaybe weakening, in 

view of the expanded participation of sma lier ban ks in the . 
. . 

· Federal funds market. 

Summary 

In sUmrnation, the long-run impact of monetary actions 

on· agriculture ls about the same as on at her sectors of the 

economy. Trend movements of output and realincome are largely 

determ1ned·in both sectors by non-monetary factors such as natural·· 
. . . 

' ' . . 

·. resources, the labor force, capital, technology and consumer 
. ' . . ~;. . 

· preferences. The dominant influence of rnoneiary growth in 
. . . 

the long rurl in both sectors is 01taverage prices. 

In an unanticipated.inflation, wealth istransferredfrorn. 

cr~ditors to debtors. Hence, the wealth of those farmers whoare 

net borrowers is increased and that of net lenders is reduced. But· 
. . 

farm people, including retired farmers, during their I ife span may 

be neither major net gainers nor net losers as a result of such 
· · transfers. 

tn the short run pronounced variations. of monetary growth · 

around a trend rate is the dominant cause of business cycles, 

and toe magnitude of the adjustments in the farm and non farm 

· sectors during.business cycles is substantially ct"ifferenl. 
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· Farm Output tends to adju~t afa slower rate than output 

·. in the nonfarm sector, but the average movement of farm output 

was generally below the trendrate during the downswings in · 
. . . . 

· business cycles and above the trend rate during the upswings. 

Farm inputs also followed a similar pattern, and variable cost · 

input items such as fertilizer and liming materials were more 

procyclicalthan tota I farm. inputs. 

Very little cyclical adjustment occurs in farrn employment, 

possibly reflecting the greaterfixity of farm than nonfarm labor, 

and the ri.sing unemployment and difficulty of findtng jobs in 

the nonfarm sector dUr ing business ··declines. 

· Farm\vage rates adjust sharply to cyclical changes>in 

. demand. In contrast, in the manufacturing sector wage rates 

are relatively stable and employment makes a greaterprocyclical 

adjustment. 

· _Farm commodity prices adjust sharply to shifts in demand, 
• •.J ·, .- ' 

moving procytlically. at about twice the rate of change for wholesale 

· ind ustr ia I pr ices. 

Farm income adjustments are not significantly different 

from nominal GNP adjustments. On the downside of the cydes 

realized gross farm income declined at about the same rate as 

GNP and realized net farm income at a slightlyJaster rate, but 

on the uPside of the cycles GNP rose at a faster rate than farm 

income, possibly reflecting early post World War 11 adjustments 

in worldagriculture. 



·:,_· .. 

.·. ', ... . 
' .· ..... 
,• . . . 
' : ,' 

····-•20· _· . 
........ :.·•·.· .. /:· .. ··.:. ·'." . 

. •··. ·1\/\~netary. ~ct]on.s: probably have, .1essJn1pact Ofl 'farm . 
··• ·. 1inancelha.n on non farm finance overt he course of most 

b~s ines$cycles .. · Interest rates chargedJarmers do .nol 
. change as much as rates charged other borrowers dUring 

... the GOU rse of business cycles. ·over the longer tun, hQwever, 
.. ·.··. alt borrowers must.pay the rates caused by·monetarya~tions .·. 

. ; Which lead to changes in antic0ipated inflation. ' 
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Contraction Total 
Period Output 

1920-21 - 11.5 

1923-24 - 1.4 

1926-27 - 1.4 

1929-33 - 2.6 

19,37-38 - 4.2 

1948-,49 - 2.5 

1953-54 - 1.4 

1957-58 + 6.1 

· 1960-61 - 1.4 

1969-70 - 2.4 

Number of years 13 

Average rate - 2.3 

Table 1 

. a 
Changes in Farm Output and Inputs During Business Cycle Stages _ 

· (Compound Annual Rates of Change) 

Inputs 

Fertilizer Expansion Total 
Total and Lime Period.·. Output 

% - 3.4 % - 27.8 % 1921-23 + -3.2 % 

+ 2.0 + 3.9 1924-26 + 1.2 

- 2.3 - 8.4 1927~29 - 0.6 

- 2.0 - 15.9 1933-37 + 2.6 

- 3.4 - 7.0 1938-41 + 1.5 

+ 0.8 - 0.2 1949-53 + 0.3 

- 1.2 - 1.2 1954-57- - 0.7 

- 0.2 - 4.0 1958-60 + 0.9 

- 0.2 + 0.2 1961-69 + 0.3 

- 1.2 - 4.5 

13 13 30 

% - 1.3 % - 8.7 % + 0.9 % 

.. 

• 

Inputs 

Fertilizer 
Total and Lime 

+ 0.9 % + 9.0 % 

+ 1.4 ·+ 3.3 

+ 1.4 ·+ 8.3 

+ 0.6 + 16.1 

+- 2.0 + 5.0 

+ 0.3 + 0.8 

- 1.2 - 5-.0 

- 0.7 - 1.1 

+ 0.6 + 1.1 

30 - _ 30 

+ 0.6 % + 3.8 % 

a Excludes World.War II and early post-war years. Data are compound annual rates of change during the periods, adjusted 

for trend rates of change from 1920 to 1970 except for fertilizer and lime which was adjusted for trend rates of change 

from 1920 to 1940 and 1940 to 1970 [18]. Years in which NBER trough and peak months occurred are used as reference cycle 

dates [14]. 
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· Contraction . 
Period·· 

1920-21 ·· 

1923-24 

1926-27 

. 1937-38 

1948--49 

1953-54 

1957;;.ss 

1960-,61 

1969-70 

Number·of years 

Average rate 

Table 2 

Changes in Industrial Producti.on and Gross National Product 
DuringBusiness Cycle Stages a. 

Industrial 
Production· 

- 27.L % 

9.8 

4.0 

14~8 

25.1 

9.4 

- 9.3 

10.5 

- · 3.2 

7.7 

13 

- 12.7 % . 

(Compound Annt1al Rates of Change) .. ·· 

Real.GNP 

- .. , ·5 ~-··.9:\ '·% 

2.7 

12.3 

8;7 

3.5 

- 5.0 

4.7 

- 1.7 

4.0. 

13 

- 6.6 % 

•· 

Expansion 
Period 

1921-23 

1924-26 

1927~29 

1933-37 

1938-41 

1949-,53 

1954-57 

1958-,60 

1961-69 

Industrial 
Production 

+ 19.0>% 

+ 3.8 

+ 3.5 

+ 9.0 

+ 17.5 

+ 5.0 

+ ·2.0 

+ 2.9 

+ 2.5 

30 

+ . 6.4 % . 

Real GNP 

+ 5.8%. 

+ 0.8 

0 

+ 5.9 

+ 7.4 

+ 2 .• 6. 

0 

+ 0.8 

+ 1.2 

30 

+ 2.7 % 

a See Table 1 for description of methods used. All rates.adjusted for 1920~70 trend [3,· 5, 14,. 21]. 
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Table. 3 
• • 

. . ~ 
Changes in Farm and Nonfarm Prices During Business Cycle Stages 

(Compound Annual Rates of Change) 

Wholesale Consumer Wholesale .Consume, 
Prices Prices Prices Prices 

on traction All Farm Industrial All Expansion . All Farm Industrial All 
Period p.roducts Commodities . Items Period . Products Commodities Items 

920-21 - 41.8 % 35.5 % 12.0 % 1921--23 + 6.4 % 0.4 % 3.7 

923-24 + 0.1 5.0 l.l 1924-26 + 0.1 0.4 + 0.4 

926-27 ~ ·4.0 - 6.5 - 3.2 1927-29 + 2.2 - L9 - 2.0 

929-33 - 17.7 - 6.6 - 8.0 1933-37 + 14.3 + 4.1 + -1.3 
"I 

937-38 - 21.1 ,4.5 3.2 1938-41 + 7~9 + 2.4 + 0.2 

948-49 - 13.5 - 2.6 - 2.3 1949-53 - 0.1 + 2.5 + 1.6 

953..,54. 4.1 0.3 0.8 1954-57 2.1 + 2.7 + 0.2 

957-58 + 5.8 - 0 •. 2 + 1.4 1958-60 - 2.8 + 0.4 - 0.1 

960-61 - 0.2 - 1 .• 0 - 0.3 1961-69 + l.1 + 0.9 .. + 1.3 

969-70 + 1~2 + 3.3 + 4.6 

umber of years 13 13 13 30 30 30 

1Terage rate 11.4 % 6.1 % 3.8 % + 3.2 % + 1.5% + 0.4 ' 

See Table 1 for description of methods used. All rates adjusted for 1920-70 trend [5, 14, 17, 20]. 
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Table 4 

Changes in Farm and Manufacturing Labor and Average Wage Rates During Business Cycle Stages a ., ' 

(Compound Annual Rates of Change) 

Farin Workers Manufacturing Emplozees (c) Farm Workers Manufacturing Employe, 

Contraction Hours Wage 'Hourly Wage .. Expansion· Hours Wage , Hourly W 
Period Worked Rates,,(b) •, Number ,Rates Period ,worked Rates (b) Number Rates 

C 

, 1920-21 - 5.2 % - 38.4 % - 23.7 % - 10.9 % 1921-23 + 4.7 % + 1.9 % + 10.5 % - 3.0 

1923-24 .· + 3.7 + 2.7 7.3 + 1.1 1924-26. + 3 •. 8 2.8 + 1 .• 3 3.6 
-·' 

1926-27 1.3, 2.5 . - 2.7 - 3.3 1927-29 + 3.1 - 2.6 + 2~3 - 2.3 

1929-33 + 1.9 20.2 10.0 9.7 1933-37 + 2.1 + 6.9 + 8.7 + -5.3 , 
1937~38 - 4.3 - 2.3 - 13.7 - 3.2 1938-41 + 1.7 + 2.0 + 10.6 + 1.5 

1948-49 - 1.1 - 5.8 - 8.5 + 0.1 1949-53 - 1.0 + 1.4 + 3.8 + 2.3 

1953~54 - 2.1 - 3.7 - 8.2 - 1.4 1954-57 - 3.4 - 0.1 + '0.5 + 1.1 

1957.;.58 - 2.0 - 0.2 - 8.4 - 0.8 1958-60 - 1.0 + 1.8 + 1.4 - 0.2 

1960--61 - 1.4 - 1.5 - 4.0 - 1.0 1961-69 - 1.6 + 2.8 + 1.5, -.+ 0.4 

1969~70 0 + 4.1 - 5.2 + 1.6 

Number of years 13 13 13 13 30 30 30 30 

Average rate - 0.5 % - 9.9 % - 9.4 % - 4.4 % + 0.3 % + 1.9 % + 4.2 % + 0.8 

' 
a See Table 1 for description of methods used. All rates adjusted for 1920-70 trend [14, 17, 18, 20, 22]. , 

b · Hired labor only. 

: , Production workers cnly. 
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Table 5 

Changes. in Realized Gross and Net Farm Income and Nominal GNP During Business Cycle Stages a 

(Compound Annual Rates of Change) 

Realized Realized 
Gross Realized Gross Realized 

Contraction Farm Net Farm Nominal Expansion Farm· .. Net Farm NominaJ 
Period Income Income GNP Period Income Income GNP 

1920-21 - 36.4 % - 46.3 % - 21.7 % 1921~23 + 4.8 % + 12.9 % + 7.9 

1923-24 + 2.6 + 3~2 - 3.2 1924-26 - 0.3 + 4.5 + 5.6 

1926-27 - 2.2 - 2.2 - 6.3 1927-29 - 0.3 + 2.0 .+ 3.5. 

1929-33 - 18.4 - 20.8 - 19.2 1933-37 + 9.6 + 15.5 + 12.9 

1937-38 14.5 22.8 - 11.2 1938..-41 + 8.6 + 12.0 . + 13.7 

1948~49 - 11.3 - 15.4 - 5.3 1949-53 0 0.6 + 9.2 

1953-54 - 6.6 - 14.1 - 4.8 1954-57 - 2.8 - 7.2 + 6.5 

1957-58 + 9.1 + 17.8 - .J.5 1958-60 - .1.7 - 3.8 + 6.1 

1960-61 - 0.1 + 0.5 - 1.6 1961-69 + 1.3 +. 0.8 + 7.5 

1969..-70 + 2.0 - 0.8 + 0.1 

Number of years 13 13 13 30 30 30 

Average rate - 10.1 % - 12.6 % - 10.3 % + 2.4 % + 3.7 % + 8.5 

a 
See Table 1 for description of methods used. Farm income data excludes government paYJ!lents. All rates adjusted 

for 1920~70 treed [14, 19, 20, 21]. 


