
DPS 123 

DEMAND 
AND PRICE 
Situation 

FEBRUARY 1970 

ALl\ERT R. MANN LIBRARY 

ITHACA, blEW YORK 14850 

MAFl 1 4: 1970 

NATIONAl AGRICUlTURAl CONFERENCE 
WASHINGTON, D.C. 

FEBRUARY 16-19, 1970 

ECONOMIC RESEARCH SERVICE • U.S. DEPARTMENT OF AGRICUlTURE 



'!'able 1.--Seleeted measures of eeonCllllic activity 1:::1 
d1 
I 

• • . • . ~ . . 
1968 

. 
1969 

. • 
• . • : Year : Year w 

Item • Unit • . 
• • • • • • :IV!/·: 1968 :1969 !/ . . II : III . IV • II • III • • • • • ~ : : • . . . • • 
• • . . 

Gross national product : Bil. dol. : 858.7 876.4 892.5 924.8 942.8 953.1 865.7 932.3 
Disposable personal income : Bil. dol. : 587.4 593.4 604.3 622.0 639.0 647.1 590.0 629.6 
Personal consu.ption . • . . 
expenditures : Bil. dol. : 530.3 5"-9 550.7 572.8 579.8 581.2 536.6 576.0 

Foocl spending (excluding . . 
alcoholic beverages) : Bil. dol. : 99.3 100.3 100.6 102.9 103.7 1,.0 99.4 103.8 

t.plicit price deflator for GIP : 1958-100 : 121.7 122.9 124.2 127.3 129.0 1 .5 122.3 128.1 
Uneaployment rate !f : Percent : 3.6 3.6 3.4 3.5 3.7 .6 3.6 3.5 

• . 
Cash receipts traa tara aar- : • . 
ketings : Bil. dol. : 44.2 45.0 45.0 48.2 48.0 47.5 44.4 47.4 

J Pana production expenses : Bil. dol. : 36.1 36.5 37.2 38.8 38.8 38.9 36.3 38.6 
1\) Realized net tara inco.e : Bil. dol. : 14.8 15.3 14.7 16.3 16.5 16.2 14.8 16.0 

• . 
Agrieul.tural exports 3/ : Bil. 4ol. : 1.5 1.4 1.7 1.7 1.1J 1.~ 6.-2 5.9 
Agricultural illports l/ : Bil. dol. : 1.3 1.3 1.2 l.IJ 1.2 1. 5.0 5.0 

• • . . 
Prices receivecl by faraers '.!./ :1910-14=100: 26o 263 263 279 279 283 261 277 

Livestock • do. • 283 295 293 320 330 334 288 322 • . 
Crops . do. : 234 226 22'7 232 219 222 229 224 . 

Prices paid by farmers !/ '2./ : do. : 354 355 359 374 374 377 354 372 
Wholesale price index:, all • • . . 

ccaaotities 4/ :1957-59-100: lOS. 5 109.0 109.5 112.6 113.4 114.6 lo8.7 113.0 
ConSlDler price index:, all : : 

items 4/ : do. : 120.4 121.9 123.3 126.9 128.7 130.5 121.2 127.7 
All fOod • do • : 118.7 120.3 120.9 124.1 127.2 128.4 119.3 125.5 a . 

• • . • Y Preli111nary. y Unsplo~ent as a percent of the civilian labor force. 1/ Actual values, not 

a seasonally acJjusted annual rates. '.!./ Bot seasonally adjusted. '2/ Including interest, taxes, and wage 
rates. 

Departaents of Agriculture, Camaerce, and Labor. ~ 
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SUMMARY 

.Agriculture closed out the decade 
on a strong note, particularly for pro­
ducers ot livestock and. products. Pros­
pects for agriculture this ;rear point to 
a continued bigb lft'el ot inca.e. Re­
duced,npplies ot pork, lulb, Teal, and 
yegetables in the first b&U' coupled with 
strong dolllutic d..ancl will likely holcl 
tam procluct prices above a ;rear earlier 
well into 1970. Howwer, aupplles -.r 
'beea.e mre pleatital during the .._er 
and tall. And, it intl.ation e&aes aa.e 
u expected, pricu late tlli.s ;rear ~ 
aYer8fJe close to year-earlier levels. 

For 1970 as a wbole, cash receipts 
trca tara aarketiugs will l.ikely contillue 
to rise, bat perhaps by onl7 about b&U' 
the $3 b1llion ad'nace in 1969. The 
YOluae ot liYestock ~Jtetings tllis year 
will probably rise slight}7. However, 
vi th continued deazad growth &lao littiac 
&Yerqe prices for 11 nstock and proclnets 
a bit, cub receipts to llnstoek crowers 
-.y total 3 to ~ above the $2Bt b1llion 
in 1969. Bc.e increase in crop -.rketinp 
.a;y sllptly .ore than ottset l.c:nrer &Yerqe 
prices to-r crops this year. 'l'hua, crop 
tuaers • cash receipts are expected to run 
a little above the $18.9 b1ll1on in 1969. 

Direct so•mwt ~ts to pro­
ducers -.r be 8lightl7 lonr this ;rear, 
but no.-,ne;y iDcoaes are expected to be 

IIALIZED lilT FAIM IIICOME* 
S IlL 
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well -.intained. Farmers • gross inccae 
J118¥ rise around $1! billi.on OV'er 1969. 
Bllt production expenses continue to 
surge, and f'or the year .V· offset the 
gain in gross incoae. Thus, realized net 
farm ineCIIIe JDIQ' about JD&tch 1969' a level 
ot $16 b11lion, which was $1.2 bUliun 
above 1968, and the third highest on 
record. 

The ecoDOIIIY appears to be slowing 
significantly as output of goods and 
services levels of't i' &Dd employMnt and 
personal. ineca.e gains continue aa.ller. 
DeiD&nd tor durable goods has been par­
ticularly sluggish, causing scae facto­
ries to limit output. Plant C)J)eratil!g 
rates are the lowest since early 1962. 
Reduced output and rising costs have 
lowered corporate prof'i ts. In add1 tion, 
housing sta.rts are down sharply. lfever­
theless, inflationary pressures remain 
strong eJ. though the overall advance in 
prices appears to be mode:.'8.ting. 

Slowing econoadc growth and scae 
easing in demand are expected to dan1nate 
the next 3-6 months. Although buainess 
investment is scheduled to rise through 
the first halt, expensive and scarce 
credit plus 1ovar sales vol'IIIIle J11Q" curb 
outl.a;ys tor new plant and equipnent. 
CUrrent limitations on expenditures tor 
defense, space, and construction programs 
will reduce government oatl.IQ's and con­
tinue to affect he&'f'Y' industries in 
selected localities. 

MAJOR SOURCES OF DEMAND 

.... Y.ItLJ NrA AJ' M'AIMoii.L'I' UJIIU•• A.,UU. ltAfltJ. I' .. SCUI.f,L •• ,ltllllllrllltltl. 
...... Nlf'AT. M-J'NC NIY•Ir .. ,7 'UIJ WitT lt.III'CIIItJ', 0GOYitiiiJf•••1' I'UittHAUI 0, IOOOJ Alllt UltYKitl. .. , .... , ....... ,. 

FEBRUAR! 1970 

Deapi te the moderation in general 
econamc activity, disposable inccmes-­
buoyed by higher wage rates, tax redue­
tioM, and ucreased social seeurity ~­
aents--will continue to rise and help 
maintain consumer deiiiUld. Recent surTeys 
of conBlDiler intentions and trenda in 
credit extensions indicate same ca.tion 
and a growing resistance to risinc coats. 
But 8IDIJ.ler price inerea.ses coupled with a 
continued advance in consumer income should 
encourage buying. 

An inereaainc population and l&rger 
per eapi ta inecaes are expected to result 
in a l'!IOderate expansion in food parchaaes 
in 1970. But the rise will probably be 
less than the rate of gain in diaposab1e 
personal incomes. Thus, the percentage of 
the coniiUIIlers' atter-tax incaaea S})e!lt for 
food. will likely tall slightly below 1969' a 
1~. 

1965 1966 1967 1968 1969 1970 

U,l. DIPAn•t•T o• AOII:ICUI.TU.. MIO. 1• •2n- rtlll ICOMCNIIC IIUIA.ot U:..,ICI 

Responding to strong daand pressures 
and stable per capita food sup_plies, retail 
food prices advanced slightly more than ~ 
traa 1968 to 1969. Despite r~ent sharp 
advances in food. prieea, slower increases 
are indicated. ~or 1970. However, even it 
general intlationar;r pres8Ul'es ease u 
expected, and supplies of livestock prod• 
ucts piclt up later in the year, retail 
f~ prices 118¥ average 3-l-~ higher than 
in 1969 • 

- 4 -
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The outlook for Major CCIIIIIIOdities ••• 

••• Beef production this winter and 
spring wi:U'llitely continue above a. year 
earlier because of lm:'ger output of f'ed 
beef'. Prices for steers, currently close 
to year-earlier levels, mq strengthen 
saae in caadng months. During the spring 
they- Yi1l probably" tra.U I.ut year's 
hiebs· 

••• Pork supplies are expectf'd to 
r-.in coiiiiderably" below a year ago in 
the first halt of 1970; 80IIle pickup -..v 
occur later. A ~ larger pig crop is in 
prospect tor this spring. Prices tor 
hogs are currently running sha.rpl.y above 
a. year earlier. By spri!J8, the margin 
ifSt'flr lut year JJA:T ease same. B7 fa.ll, 
hog prices mq be under dovmra.rd pressure. 

CHANGES IN HOG PRICES AND PORK PRODUCTION 
" CHANGEL> 

••• Broiler outpllt is expanding 
sharply in the current quarter' encl. 
likely will continue well above 1969 the 
rest of the year. Prices, now close to 
1969 levels, vill probably ease as the 
year ~eases. 

••• Production of' turk!ft, i8 ex­
pectecl to ran arubstanti~ ger in 
1970. Howenr, reduced carryover is 
'llold1 DC dnn total 8UP,Plies • 'lhWI, 
prices M\1 &Terage well llltcwe a year aco 
tbroup tlle first halt. 

••• Outplt of !II! will likely con­
tinue aboYe a ;year ago in cc.iDc 11011ths. 

Prices, the higbest since the 19501 s, 
are expected to decline s8&80D8l.ly but 
continue abaYe a year earlier through 
sprinc. 

••• Milk producticm in 1970 118¥ de­
cline slightly. Producer prices for Jlilk 
are expectecl to rise abaTe record 1969 
levels. 

.. •!!!! ~ use appears to be in 
fairly close balance with supplies 88&in 
in 1~/70. And c&rr;JOTer into 1970/71 
is expectecl to about -.teh l.ut season 1 s 
50 llilllon tons. Prices h&v• been a 
little abaTe last seaaon's levels. 

••• Supplies of w•t are IIOd.er&te]¥ 
larger 4uring 1969/70-:-80 fu this sea­
son, exports haTe bee ott eliptl7, ancl 
ckaestic uae has held steed;y. However, 
extensive farmer use of the loaD program 
ancl indications f'or scae increa.ae in 
exports have brightened wheat price pros­
pects. 

WHEAT ACREAGE, YIELD 
AND PRODUCTION 

7 5 f-----1--'-=-1'' 

50~~~~~-L~-L~-L~~~~~ 

1950 '53 '56 '59 '62 '65 '68 ° '71 

••• Disappearance of ~eana bU 
picked up sharply because () unuaua.l.l7 
strona cle~~~~ncl for u.s. soybean proclucts. 
carryover at the end. of the season 118¥ 
only slightly exceed year-earlier stocks. 

••• Total uae of 1969/70 cotton is 
slightly under last season's low leYel. 
Hove9 er, uae is expected to be l.&rgv 
than the 1969 crop, ancl carryover llext 
August is estilllated at 6 m:Ulioll ba.les, 

- 5 -
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a balt-millicm below l.aat season' a 
atocka. 

• • • Tobacco supplies are slightl.7 
aall.er W.a a-.cm 'becauae of reduced 
C6:1'1"1uve:r. If total ue •tchea l.ut 
year' a 1wel, e&rl'J'OY«r at the end of the 
season v.l.ll decliJle fUrther. 

••• Supplies or fresh aDd ;processed 
fru1 t in the f'irst haiTOl F.Wo are ex­
pected to total aubatantial...ly J.arser than 
a year earlier. Prices are senera.l.l:y 
considerabl7 lolrer. J8Duary 1 estill& tea 
pointed to a aliptly larger ei true crap 
tb.ia aeuon. Howev'er, the l'loricla crop 
su:f'f'erecl same freeze &uaase in early 

FEBRUARY 1970 

J8DWU.'7; prices in cCIIi.Jlg veeka are ex­
pected to reflect the extent or the 
f'reeze • 

••• Fresh vegetabl~ ~lies dur1ng 
the next b't0""8 weeks are expected to lag 
y-.r-earlier 1eV"ela. Grower prices 
reeent17 haTe been up ab&rpl.7 aDd will 
likely continue relatiTely hip in the 
next fw weeks. 

••• C&naecl 8114 frozen T!fetab1e sup­
plies are p1entilUI but JIIOderateJ.y belov 
the record 1eV"els of a year earlier. Mlz'­
ket prices are Move the depressed 1eYela 
of a -r-.r ago aDd will likely r-m so 
'tbroqb the spring. 

U.S. CROP ACREAGE HARVESTED, 
TOTAL AND FOR EXPORT 

ACRES J 
~ 

Total 0 

' I ........... -
MIL. 

300 

200 

100 For export 

I ' I ... ------,~ ,~~~-i-- I ---~--!J' .... __ .... 

I I I I I ~ i ~ A 0 
1955 '58 '61 '64 '67 

~ 

A 

'70 
0 IHCLUOES I' I! ED REQUIRED TO PRODUCE LIVESTOCK PRODUCTS EXPORTED. APRELIMIHARY. 

'73 

U.$. DEPARTMENT OF AGRICULTURE NEG. ERS 5743- 69 (8) ECONOMIC RESEARCH SERVICE 
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AGRICULTURAL SITUATION 

Agricu.l ture closed out the decade 
ot ·the 1960's on a strong note, pa:rticu­
l.&rly tor producers of liTestock aacl 
products. Prices for tam products uer­
aged ~ higher in 1969 and Dl&l'ket re­
ceipts climbed to new highs. Real.ized 
net ta:rm income increased during the year 
to a level of $1.6 billion, $1.2 billion 
above 1968 and the third highest on re­
cord. 

AIJ 1970 unfolds, prospects tor 
agriculture point to a continued high 
level of inccae. In late 1969, reduced 
supplies of pork, Teal, lamb, and f'resh 
vegetables coupled Yi th inf'lated demand 
pressures led to :rurther increases in 
farm product prices. 'l'his basic supply­
dsaand picture vill probably continue 
until well into spring. But during the 
...-er and tall, supplies of pork and 
Tegetables are expected to bece~~e .are 
plentiful.. And if an easing in general 
price pressures develops as expected, 
prices for farm products likely vill 
move close to year-earlier levels later 
this year. 

PRICES RECEIVED IY FARMERS 
'll OF 1910-14--,-----,---,----,------,,------, 

1966 1967 1968 1969 1970 

IIIO.III ..... ·UIII ICJI:HtOIMtiiM .. JIOIMI'FtCI 

For 1970 as a whole, cash receipts 
fran fa:rm market~s will likely show a 
rise of around $1-i billion. But pro­
duction expenses continue to surge &Dd 
probably will offset the gain in re­
ceipts. Thus, it appears that realized 
net tana il:lcaae may about match the 
$1.6 billion of 1969. 

Demand for rarm Products 

Domestic and foreign sales of u.s. 
fa:rm prodncts continued to increase in 
1969. U.S. coni!nmlers spent an estiM.ted 
$18o billion cCIIbined for food, alcoholic 
beverages, clothing, leather prochlcts, 
tobacco, and other i taa containing prod­
ucts of f&rll origin. 'fhia was an in­
crease of more than ~ OYer the 1968 pa.ee, 
and representetl about ~ of coJUJU~~ers' 
after-tax inca.es. 

Despite a decided slowing in eco­
nald.e actirtty in late 1969 and prospects 
for sone rise in unemployment this year, 
gains in disposable personal ine0111.es are 
expected to be fairly well maintained in 
1970. The reduction in personal inccae 
taxes, larger soeial security ~ts, 
and further wage rate inereaaes vill 
likely more than offset the effects on 
corurumers' after-tax inc~es of a slight 
rise in uns,ployllent or further cutbacks 
in hours 'IIOI'.kei. 

FOOD EXPENDITURES AIID IIICOME 
'll OF 1957-59 

200 

150 

~~~~~~~~~~~~~~ 
17r--~--+~-~~~~~-4-~ -

1965 1966 1967 1968 1969 1970 

ConS\IIIei' outl.a\Ys for food expanded 
to $103.8 billion in 1969, up ~ trca 
the previous _f~V. The expenditure rise 
trailed the b1J advance in eonSUJilers' 
after-tax inccaes, and also waa lllllch lea a 
than the food spending increase far 1968. 
Apparently eoa.aumers hel.d down spending 
gains to saae extent by switching to leas 
expe.nsi n foods. · 

- 7 -
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An inereaaing population vi th 
larger per eapi ta inccaea is expeeted to 
purebaae 110re food in 1970. CUrrent 
prospeets point to another JIOderate rise 
this year, sCIIlewhere in the neighborhood 
of the 1969 increase. The proportion of 
disposable inea.e spent for food is ex­
peeted to deeline from the record. low 
J.6W in 1969. 

Per eapi ta eonsumption of food in 
total changed relatively littl.e in 1969. 
A alight eutbaek in use of livestoek and 
products vas due to leu pork, veal, 
l.ulb, eggs, and dairy products. This 
deeline vas slightly more than offset by 
an increase in the use of crop fooda-­
l&rgely refleeting more fruit and vege­
table oils. 

PER CAPITA FOOD CONSUMPTION* 

The outlook for npplies of live­
stoek and products this year suggests 
that total per capita cons'I.Diption of food 
~ not change JDUeh :t'ra.t 1969. Moderate 
increases in per capita eon~ion of 
chieken and slight gains for beef, tur­
key, and esga are expected to about ott­
set further deelines in other red aeats 
and dairy products for the year. Per 
capita eOllSUIIIJ)tion of erop foods may hold 
relatively steady in 1970. SOIIle increase 
is likely again for processed fruita and 
vegetable oils, and supplies of some 
vegetables a&y pick up later in the year. 

Retail food prices averaged 
slightly more than ~ higher in 1969 cc:a­
pared with about a 3~ rise in the pre-

- 8 -
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vioua year. The more rapid inerease last 
year was in response to strong demand 
pressures and higher eosta coupled with 
stable per eapi ta food supplies. With 
prices for food products at the farm lewel 
ClllTently running well above a year ear­
lier, BOlle further rise is expected in 
priees at retail, partieula.rly if sup­
plies of pork and vegetables eontinue 
mal.ler. If general inflationary pres­
sures ease and liveatoek product supplies 
piek up later in the year as expeeted, 
advaneea in retail food prices will slow 
material.l.y. Even so, for the year as a 
wbole, retail food prices will average 
higher, perhaps 3! to ~ above the 1969 
average. 

Spendinc for alcoholic beverages 
rose .:Mlerately in 1969 to a level of 
$16.2 b1lllon. G&1.u in conllliii,Ption of 
aal. t liquor trailed illereuea for wines 
and distilled products. Approxillately 
7':1'/o of the adult male population ud 6~ 
of the adult f-.ale population drink 
alcoholic beverages. y Beca•ae of the 
expected increue in conauaer inec.ea, 
the growing acceptance of social drillking, 
and 110re leisure and recreation tiae, the 
deaand for such bev'eragea will likely in­
crease IIOderately qain in 1970. 

Conauaers expanded their purcbaaea 
of clothing and shoes to nearly $50 bil­
lion in 1969, up nearl.7 ~ hca 1968. 
i'his aaounts to about $2~5 per person 
&rlDU&l.ly. Retail priees for cl.othinc and. 
shoes have been rising rapid.l7 in reeent 
;years and. will likelY' account tor the 
bulk of the expend! ture increase for this 
group in 1970. 

Althoueh u.s. BIIOkera spent 110re 
for cigarettes and other tobacco products 
in 1969, the increaae was due to higher 
retail priees. Per capita eon~~U~~Ption ot 
cigarettes d.eelined about ~ in 1969 
because of ~ hiper prices and aati-
8JIIOking pabliei ty. '!'his year, further 
price rises, continued 81110ldng-health 
publicity, and possibly acae slowing in 
eeoruwd.c growth &:re likely to either 

y u.s. Induatrl&l Outlook 1970, u.s. 
Department of Ca.eree. 
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level otr or fUrther reduce cigarette 
use. But expenditures for tobacco prod­
ucts will likely rise again slightly. 

u.s. agricul.tural exports, value 
of major commodities 

COJIIIIIOdity 

Animals and 
animal products 

Cotton 
Feed grains, 
excl. products 

Fruits 
Soybeans 
Tobacco, unmf'g. 
Vegetables 
Wheat and flour 
Rice 
other 

July-Dec. 

19)8 ~ 1~J 
KIJ.s. ~ 

359 380 
172 123 

463 555 
152 188 
456 494 
315 348 
81 92 

492 429 
138 166 
480 529 

Per-
: centage 
· change 

21 
l£h 

6 
-28 

20 
24 
8 

10 
14 

-13 
20 
10 

f?al exports : 3 ,lo8 3 ,3o4 6 
1 Preliminary. ?J Change computed 

from un.rounded data. 

Pore1gn demand for u.S. exports 
improved in late 1969. The value of u.s. 
agricultural exports during Jlll.7-December 
1969 rose ~ f'ral. a year earlier. G&1.na 
were Yideapread with oilseed&, tobacco, 
feed. grains, vegetables, and most aniMl 
products leading the list. Declines 1n 
the value of dairy and poultry products, 
cotton, Uld wheat were partly otrsettiq. 

Deapi te pressure fr<a larae foreign 
supplies, the value of f'&:rll exports for 
the rest of' fiscal 1969/70 Yill likely 
continue abcwe a year earlier. For the 
year as a whole, the value of' U.S. fam 
exports is expected to sbow a gain of' at 
least ~ onr the $5.7 bUlion in 
lr;i)8/69. Most of' the increase is co.iDc 
traa larger sbipaents of sr&ins, soybeana., 
floui ts, vegetables, and ani•J produts. 

u.s. agricul.tural :brports duriq 
.J'uly-Deeeber 1969 totaled $2.6 bUlion, 
about the s._ u the year-earlier 

FEBRUARY 1970 

period. The value of cOIIIpetitive (supple­
aenta.ry} illports in July-Decellber vas 
s:lailar to last year at $1.6 billion. The 
value for nonc011peti tive ( cc:apl.aentary) 
illllx>rts showed little cwerall cballce at 
$1.0 billion. 

U.S. AGIICULTUIAL EIPOITS, 
IY VALUE 

Outfit aDd Prices tor 
iestock a:nct Products 

Production of' livestock &Del prod­
ucts inereued only verr slightly in 1969. 
This vas the t'irst tiae in aeveral. years 
that total ou.tplt of livestock and prod­
ucts tailed to keep pace vi th the increase 
in population. EYen thouch production 
vaa record J.&rce, aupplies were fairly 
tight cc:.pared with the atroag ct.aad. As 
a result, proclu.cer prices for livestock 
and procblcta for the year averaged ~ 
higher. 

Prices tor livestock and. proctucta 
strengthened fUrther in the closing .,.ths 
of 1969, refiectinc reduced supplies of' 
pork, veal, lamb, and llilk, and strong 
advanees in deruncJ. 'l'hese aaae supply 
d--..1 condi tiona ma.y continue in the first 
half of 1970. 

Priees tor livestock and products 
will likely continue above a year earlier 
into the first balf of' 1970, although in­
creases in the apriq are expected to 
trail last year's pace. If supplies of 
pork pick up after Jli~ear, and intl&tion­
ary pressures eaae, boa prices ~~a¥ we&lten 
1c.e. HOYeYer, for the year tbe.J. are 

- 9-
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Table 2 .--Production and prices received 'by ·rarmerli tor -.jor 
livestock and liveatoek produeta, 1967, 1968, 1969, and 

fourth quarters ot 1968 and 1969 

Annual. Fourth quarter 
It• UDit 

1967 
: 

1968 :1969 !l ~ 1968 ; 1969 !I : 
: 

Production y . .. 
• . • . 

Cattle an4 calves : Mil. lb. : 2l;.Oll 21,610 21~~2 3/5,l#Yr 3/5,597 
Hog a : Mil. lb. : 12,581 13,o63 12,949 'j/_3,554 ~3,3o4 
Sheep and labs : Mil. lb. : 6Jt6 602 543 }%. 147 ~129 Chickena : Mil. lb. 7,5~7 7,525 8,uo ,844 055 
Turkeys : Mil. lb. 1,883 1~615 1;6o5 ~6o 'J/712 
Eggs : Mil. lb. 9,163 9,070 8,999 ,213 2,247 
Milk : Bil. lb, u8.8 117.3 u6.2 '!/27 .o '!}27.0 

Prices received bz: taraers . 
cattle ; Dol./evt. 22.30 23.4o 26.20 23.20 25.20 
Hoga : Dol./ewt. 18.90 18.6o 22.90 17.70 25~10 
Lab a : Dol./ewt. 22.10 24.4o 27.30 24.1t0 27.4o 
Chickens : ct./lb. 12.7 13.6 14.5 13.6 13.7 
Turkeys : Ct./lb. 19.6 20.5 21.3 21.2 23.9 
lgs : ct./doz. 31.2 34.0 39.6 39.7 47.8 
All llilk (wholeaale) : :or,l./ewt. 5.01 5.26 5.lt6 5.64 5.84 . . 

· y Prellainary. iJ Data tor. 50 States ~ept where noted. carcass weight production 
for red aeats; r~-to-e0ok for polll.try, and shell-weight for ega. 'JJ Data for 48 
Statu. Cc.aercial slaughter only. '!!/ Baae4 on .ontbly cl&ta. 

expected to averace alicht17 aboYe those 
in 1969• 

Modest pins in :production ot beef 
through the nrat h&l.1' ot 1970 are in 
proapeet 'because ot a larger llliPJly ot tecl 
cattle. HOWtrYer, proclucer interatiou 
aucgeat that outplt of pn'k villl.i.lce4 
c011t1nue couiderably a&ller thaD a year 
earlier in the first halt ot 1970. In 
addition, sheep and. l.alllb sJ.auPter ia ex­
pected to drop tvther. A8 a renlt, red. 
-.t supplies in the firat h&l.f' of 19'70 
~ ~ slipt:cy e.xcee4 J"e&r•e&rlier 
rates. But it cJeman4 for M&t continuu 
strcmc, procblcer prices tar. M&t aniMla 
will likely continUe well aboYe ·a .y-.r 
earlier iD the e&rl7 part of 1970. Af'ter­
rii'cla, the Jlli:rpn arer a year earlier 
1l':ll.l probUly narrcnr Ul4 prices ~ aver­
ace around the hip 1969 levels. 

FED CATTLE MARKETINGS, BY QUARTERS 

1968 1969 1970 1971 
Mil, Ill Mit•" til lceii'IMIC MAAICK HW:YICI 

Broiler production contimlea to 
outpace yea.r--.rlier ratea. Cbiek place­
aents for sl.&qhter clllriq the first 
quarter auggeat production J11a¥ !'1lll 12 to 
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1~· abcrre a year qo. OUtput the rest of 
this :rear likely will contiaue well above 
1969, but by a lll&ll.er argln. Prices 
tar broilers are l'UDDing near year-ear­
lier levels despite larger production. 
As the year progresses, prices will 
likely eue below last year espeei~ if' 
pork production expands as expected late 
in 1970. 

'rllrke;r production is expected to 
iner-.se substantially in 1970 in 
response to reeet high producer prices 
relative to feed costa. But sba:rply re­
duced cold storage holdings will 110re 
than offset the expected increue in pro­
du.ctioa during the :tirst bal1' of 1970. 
Thus, turkq prices are likely to uerap 
abcmt those in 1969 in the :tirst Jl&l:t; 
after that they ~ ease below the rel&­
l;iTeJ.y high leYels in late 1969. 

Production o:t ega began picking 
up recently and the ·larpr l.qing :f'loek 
irulicate8 tllat output in the first half 
of the year will run 3 to ~ larger. 
Oatpu.t in the last bal.f' o:t 1970 will 
likely continue to exceed 1969 rates. 
.AlthcJuab egg production recently bas bee 
larger than a J'e&r earlier• strc:mg 4-e"" 
:tor ega hal puahed eg :prices to their 
highest lenl.a since the early 1950's. 
Prices are exJeete4 to eue :r.rc. the 
recent hi8hs, but coatinue aboYe a year 
earlier during the first halt of 1970. 

U.S. MILK PRODUCTION BY MONTHS 

., 
10 ' 

1968 

~. ~ -. 
JAN. MAR. MAY JULY SEPT. NOV. 

U.~. O(PA.TIHHT OP l!,GiiiiCU~fUIU 

IIUk prodactiOJl in 19'70 -.v be 
down sllgJatly :tra a year -.rller. Ill 
1969 .._t was ut:laated to be acnm ~ 1~. 

FEBRUARY 1970 

Lower carry-in stocks in 1970 will reduce 
da1r;y product supplies rrc. 1969 ln-ela. 
Produeer prices and gross receipts :f"r~ 
cJa.1rrin8 will likely rise 1"urther trc.. 
record 1969 leTels. 

Fewer sheep on f&r!U and ranches 
this :rear will lead to sc:.e reduction in 
u.s. wool production. But foreip pro­
duction contirmea tO a:pand ad :prices 
reeehed by' u.s. growers :tar shorn wool in 
19'70 will probably average a little below 
1969. 

Crop 811fR).ies and Prices 

Supplies of crops are genera.J.J.y 
plentitul. but prices are holding up tairly 
well u 19'70 gets llllder W¥. Despite 
8eneral.l7 le:rger cklaestic use and exports 
:tor grains and soybeans, bigger carry-in 
stocks 8lld the large 1969 crops of feed 
grains &D4 soybeana have boosted current 
holdings. 

CAIIYOYEI OF MAJOI 
FAIM COMMODITIES 

1L IU. .-----,---., MIL lAlii -,--, 
WHEA co no 

0 1955 '65 ° 0 '55 '65 ° o .......... 55 .................. 65~0:!;"' 
ClOP TIAII* 

·~ I'II.U .. ,_., WJIAf. l.l.aLif, Ul 1 .. 1'1. IS'l-1' l1 (lfrM, A611Wif r, (I .. .1111 ................. ""·I . ........... ,.. 

Prospects ~or contirluel st:roac d••nd 
:tor :teecl sraJ,u point to a cueyOYer 1n 
1CJ70/71 about t1ae nae u the 50 llillion 
toD e&r'J'70W'el' at the beg:lnm:fns o~ the 
1~9/10 ...... 

lJhllnall7 a1orcmc deMa4 ~or U. 8. 807• 
lteaa prtMIIleta (80JMUl Mal aad oU) is 
suatantial.l.7 exp.ncl1 "I total ue of 1107-
beMS 4uriDc 1969/TO. In :tact, 111lcertain­
tiea in world suppl.iea o:t fish ae&l, fish 
-ou, &Dd. aunf'l.cnre:r oU ~ hcreue u.s. 
so;rb-.n lltllizaticm eDCJU&1l to alJaost bal.· 
ace the 1969 crop. U so, c&r:r:t~ at 
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Table 3 .--SupplY-distribution and season average prices of selected major 1::1 
~ crops, 1~/67, 1967/68, 1968/69, and 1969/70 I 

li) 
IJJ 

: : : : : : : : : Season 
: Beginning : Imports : Produc- . Total : Domestic : Exports Total Ending Unit . : : : average stocks : : tion : supply : use : : use : stocks ~ price y . . : . : .. : . . . . 

: : 
Feed grains 

: 
1~/67 : Mil. tons : 11-2.1 0.3 157.6 200.0 14<>.9 22.0 162.9 37.1 g/1.24 
1967/68 : Mil. tens : 37.1 .3 176.0 213.4 1~1.8 23.3 165.1 48.3 gf.l.03 
1968/69 p. : Mil. tons : IJ8.3 .3 168.9 217.5 148.9 18.4 167.3 50.2 gf.l.o8 
1969/70 e. : Mil. tons : 50.2 .3 174.2 22lt-.7 155.0 19.7 174.7 50.0 g/1.13 

: : 
Wheat . . 

1966/67 : Mil. bu. . 535.2 1.7 1,311.7 1,848.6 679.3 7414-.3 1,423.6 ~25.0 1.63 . 
1967/68 : Mil. bu. : ~5.0 .9 1,522.4 1,9lt8.3 647.8 761.1 1,4o8.9 539.4 1.39 
1968/69 p. : Mil. bu. : 539.4 1.1 1,576.2 2,116.7 754.0 544.1 1,298.1 818.6 1.24 
1969/70 e. : Mil. bu. . 819 1 1,459 2,279 780 600 1,380 899 1.23 . 

:Rice 

li5 
: 

1~/67 : Mil. ewt. . 8.2 ~ 85.1 93.3 ¥t33.2 51.6 84.8 8.5 ~.95 . 
1967/68 : Mil. ewt. : 8.5 

~ 
89.4 97.9 ~34.2 56.9 91.1 6.8 4.97 

1968/69 p. : Mil. ewt. . 6.8 1<>4.1 110.9 :!,'38. 5 56.2 94.7 16.2 5.00 . 
1969/70 e. : Mil. cvt. : 15.2 91.3 107.5 35.5 45.1 80.6 26.9 4.92 . : . 

Soybeans 
: 

1966/67 : Mil. bu. . 35.6 0 928.5 964.1 6l2.,. 261.6 874.0 9().1 2.75 . 
1967/68 : Mil. bu. : 90.1 0 9'(6.1 1,066.2 633.3 266.6 899.9 166.3 2.49 
1968/69 p. : Mil. bu. . 166.3 0 1,103.1 1,269.4 658.2 286.8 945.0 324.4 2.43 . 
1969/70 e. : Mil. 'bu. : 324.4 0 1,116.9 1,441.3 736 34o 1,076 365 2.31 

: : 
Cotton '2} 

: 
1966/67 : Mil. 'bales : 16.9 .1 9.8 26.8 9.5 il-.7 14.2 12.5 20.84 
1967/68 : Mil. bales : 12.5 .1 7.2 19.9 9.0 lt-.2 13.2 6.4 25.59 
1968/69 p. : Mil. bales : 6.~ .1 11.0 17.5 8.2 2.7 11.0. 6.5 22.15 
1969/70 e. : Mil. bales : 6.5 §./ 10.0 16.6 8.2 2.5 10.7 5.9 21.3 "11 

&'! ; 
o-< 

~ 
0 
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the end ot the season would only slightly 
exceed last year's 324 million bush:lls. 

Total use ot cotton during 1~9/70 
is f'~ing slightly under. la8t season' a 
11 million bales. But this utilization 
rate would exceed the reduced 1969 crop, 
and carryover next s'UIIIIIIer is estimated at 
6 mlllion bales, a halt llillion below last 
August' a stocks and the ...:Ueat since the 
early 1950's • 

.Allong the food crops, total supplies 
of' both fresh and processed fruita during 
the first ba.lf' of' 1970 are expected to be 
up substantially. Moat items share in the 
increase, aild as a result, prices are con­
siderably below year-e&rlier levels. 

January 1 indications were that this 
season's ci trw& crop Yil.l be ~ abOYe last 
year' a large output, :possibly exceeding the 
record lrp,/67 crop. Subsequently, how­
ever, the Florida crop suf'f'ered s~ freeze 
cWD&ge, and juice yielcls will be reduced 
f'r<B earlier expeetationa. Recent grower 
prices f'ar grapetrui t have been abOYe a 
year earlier, but prices tar other citrus 
:fruits generally are the s•e or lower. 
Prices in ccm.ng weeks are expected to 
renect the extent of' the treeze daaa&e. 
Supplies ot deciduous tru1 ts are sub­
stantially larpr this rinter, renecting 
the ~ bigger crop. Sbippinc po1nt 
prices tor ajor i t.a, running below a 
year eulier, are expected to continue 
under cknmw&rd pressure. 

Fresh vegetable supplies <htrin& the 
next 6 to 8 we.U are expeeted to be 
111\&ll.er than a year -.rlier. Production 
will likely be ~tely l.cnrer tor saae 
of' the hardier vegetables, and supplies 
ot Mat tender crops will be curtailed aa 
a result of' treezinc taperatures in 
norida and T~. Gronr prices tar 
fresh vesetables 1n Januar,y averaged sub­
stantially &boTe a year earlier. Prospec­
tive ...:Uer supplies and stroDC conauaer 
demand indicate prices f'or moat fresh 
items will continue relatively high. 

Supplies ot processing vegetables 
r.ain 18l'Be but IIOderately bel.cnr last 
Year' a record hip. Large carryvyer 
stocks are Jl&l"t~ally offsetting recbacecl 

FEBRUARY 1970 

production. Markets tar 110st processed 
it.,. are abOYe the depressed levels ot a 
year ago, and will likely r.ain so 
through the BPrlng. 

CROP PRODUCTION PER ACRE AND 
CROPLAND USED FOR CROPS 

Althcnlgh it is still early to tore­
cut oatpo.t ot the 1970 crops, ac:.e fur­
ther reduction in acreage is now 1n pros­
pect 'tor seme ot the -.1or prosraa crops. 
Prognaa tor 1970 crops were 4eaiped. to 
gear outpu.t Jm"e closely in bal.aDce with 
proapective d~. 

The wheat prograa 'tor 1970 is 'basi­
cally the same as tor last year. However, 
the acreage allotaent f'or wheat has 'been 
reduced 6 m1.l.llon acres to 45lllilllon 
acres. Acreage seeded to winter wheat 
f'or h&rveat 1n 1970 is down ll", about the 
UICNnt expected. 

'.l'be 1.970 Feed Grain Prognm &lao 
carries the same basic proviaiou u last 
y-ear, &ltbough the acreage diveraiOD li'Y­
aent will be l.cnrer. Aaa.ing a t'urtller 
elqlaaion 1n deam4 in lfJT0/71, and par­
ticipation sild.lar to tbat i:a 1969, 'teed 
grain auppliu would 'be ex:pecte4 to con­
ti:aue :fairly well in 'bal anee &1ld. prices 
would pro'baDl7 contiDue &road 1969/70 
leYela. 

'!he 1970 Upl.aDd. Cotton Proar• is 
deaipecl to encourace iDcreaaecl pl.aatinp. 
'!he national acreap allot.eQt wu 1n· 
creased 1 Jlilliae acres to 1.1 Jlill1Q'l. 
Acreage diversion will not be required and 
~s wUl. not be .ad.e _f'or -.oluntar;r 
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diTersion. The 1970 loan rate tor cotton 
(Middling l·ineh at averqe loeationa) 
r-eins uncbanged. HOW'e'Ter, the price 
aupport ~nt is up sharply troa 1969. 

The aereage allotaent tor burley 
tobaeco in 1970 bas been reduced 1~ :rrc. 
laat year. HoweYer~ the effective pound­
age qaot& tor tlue-curecl tobacco is &boat 
1~ larger because of undemarketinga in 
1969. 

OUtlook tor hnl Income 

l"a.rm cash receipts will likely ill­
crease in 1970 by only about b&lt as much 
as the $3 billion rise in 1969. Most of 
the gain will again go to livestock pro­
iucers. 

The volume of livestock marketings 
in 1970 is expected to run slightly larger 
with more ted beef, poultry and eggs ae­
counting for. most of the increase. How­
ev-er, continued demand growth in 1970 will 
liltely boost average prices for livestock 
and products sliptly. Thus, caah re­
ceipts to livestock producers mq run 3-~ 
larger than the $28! b1111on in 1969. 
Most ot the gains are expected to c<3le in 
the first half of the year, particularly 
if pork production eXpands as expected and 
inflationary pressures -.se later in the 
year. 

CASH RECEIPTS FIOM MAIIETINGS 

1958 1960 1962 196.C 1966 1968 1970 

Cash reee1pta traa crop marketiDp 
are expected to total slightly over the 
$18.9 b1111on rate in 1969. Some increase 

FEBRUARY 1970 

in the volume of crap marketings may 
more than offset slightly lower average · 
prices for crops. Market receipts 
f'ran crop sales this year will likely 
dritt lower for wheat, tru.it, and possibly 
vegetables, but slight gains are expected 
tor feed grains and cotton. 

Realized gross f&rlll income, reflect­
ing the above cash receipt picture f is ex­
pected to show a gain ot &round $1.,- bil­
lion for the year. Direct goverDIIlent JMI\Y• 
menta to producers ~ ease slishtly low­
er, and nOJDDOney incomes to f&rlllers will 
likely be vel.l maintained. llowev'er, farm 
production costa continue to surge and for 
the year they may rise enough f'ram 1969's 
$38.6 billion to absorb the gross incCIIle 
gain expected this year. 'l'bus, realized 
net farm income tor 1970 will likely 
total close to the $16 bill1on for 1969, 
a lev-el which has been exceeded only 
twice. 

Net incomes traa farming will be 
well maintained and thus contribute to 
an increase in per capita dispoSable . 
personal incaaes of farm people. Income• 
per person traa ncmtarm sources are also 
expected to expand. b a result, aver­
age attar-tax incomes traa all IIOUI'Ces 
tor tam people vi1l reaeh new highs in 
1970. 

P&l'lll peoples' per capita diapouhle 
personal. inccme trcm all sources bas 
shown substantial impl'Cmllllent in the laat 
decade and a half. During the mid-1950's, 
average atter-tax incomes ot farm people 
were only about half those for nonfarm 
people. But by the end of the decade ot 
the 1960's, they had risen to three­
fourths. This improvement in relative 
position retleet• growth in net f'arJI in­
cCIIle, as vell as steady increases in in­
ccmes trcm nont&l'll sources. An iJIIportant 
factor has also been the steady decline 
in the farm ·population while the nonfarm 
population has continued to grow. 

~ Igput Costs 

The agricultural sector purchased 
$38.6 billion worth ot production goods 
and services in 1969, more than ~ onr 
the 1968 lev-el. The largest proportion 
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of· purchaaes re.preaetited iriterfarm. sales 
of feeder livestock, feed, and seed. In 
addition, farmers also invested approxi­
•tely $6.2 bUllon (gross basis) into 
capital equipaent in 1969, about the sae 
as in the previous y-.r. 

QUANTITIU OF SELKTED FAIM INPUTS 
"OF 1950----.----~----.------. 

1950 1955 1960 1965 1970 

•IO.IItllrU-ttlfl ICDMOIIIC •IHAIIot u• ... cl 

Prices paid for production itaas, 
including interest' taxes' . aDd was• rates 
rose allDost ~ during 1969. Prices ad­
vanced in all lll&jor fum inplt catesones 
except fertilizer. Largest increases 
were recorded for feeder livestock, inter­
est, taxes, aDd wase rates. 

Wace rates for fum workers regis­
tered a 1~ averace gain in 1969. Re­
gional data indicate tbat wases also 
gained sharply in all areas in early 1970. 
Pressure for fUrther wase iDcreases is ex­
pected to continue this year as a result 
of d~4s for hiper sal.&ries coupled 
v:l th a chrincll.iDc ~ of fum l.aborera. 

FAIM EMPLOYMENT 
MIL. 

9 

6 

3 
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Excess supply continued to de.presa 
fertilizer prices in 1969. :ror example, 
anbydrowl IBJODia aold for $lito per ton 
in 1960, 'but ..... only &!'01Dld tr.; per ton 
last Septelllber. '!'he outlook indicates 
same increaae in :purch&aes thia year, 
especially if weather cooperates clur1Ds 
the pl.aDtinc season. 

In the equiplleD.t Jl&l'ket, retail 
sales of fum tractors during 1969 were 
running ~ below the same period of 1968 
accordinc to the Fal'm and Industrial 
Equip!eDt Inati tute. This decline in 
a&lea vas conaiatent throughout the year 
except for MIQ' aD4 June. Sales data 
throup •ovaaber 1969 shoncl a trend &n¥ 
:trcB 11841ua size un1 ts and a step-up in 
purch&aea of ~tors of 100 horsepower 
and over. !'or 19'70, tJoactor sales v:lll 
probably cont1nue slugish. Repeal of 
the investment tax credit, higber· achin­
ery prices, &l1d tight credit condi tiona 
v1ll likely dampen retail tJoactor pur­
chases. 

Farm machinery retail sales ( exclud­
ing tractors) dur1ng 1969, as reported by 
Farm and. Industrial BquipMmt Inati tute, 
sbond unit sales 1 a,ging in JIOst -.1or 
categories. HoweYer, alight increases 
were noted in sales of saae hq1ng equip­
ment. Depressecl sales of grain COIIbines 
again had a aigniticaDt ilapact on the 
value of machineey aales. As in the 
tJoactor m&rket, the volUIIIe of other farm 
machinery so1d in 19'70 v:lll l.iltely be 
affected by the rep-.1 of the investment 
tax credit, higher machineey prices, 
tight credit con41 tiona, and cutb&clta in 
wheat acreage. 

l'al'm Real Estate 

The average value of f&l'll real 
estate per acre increased ~ during the 
year ended Boveaber 1, 1969--the ..:U.est 
rise since 1963. Price cba:n8es at State 
levels were highly variable. Arizona, 
Illinois, India&, and ~ass showed 
slipt price declines. Daring the same 
period Georgia f&l'lll.eDd prices rose 1~. 

Prices are expected to soften in 
the Corn Belt and Western Statea in 19'70. 
Slower rates of increase are expected in 
the South as credit for real estate pur-
chases r.ains scarce. 
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Table ~ • --General economic activity 

{Seasonal!l adjusted annual rates} . 
1969 

• . . • . 
• : Year : Year Item . . 1968 :1969 !I I II : III . 

IV!/ • . • . . . 
Billion dollars . . 

Gross national product : 9()8.7 924.8 942.8 953.1 865.7 '932.3 
Gross national product : 

(1958 prices) 723.1 726.7 730.6 730.5 707.6 727.7 
Disposable personal income 610.2 622.0 639.0 647.1 590.0 629.6 
Personal consumption . . 
expenditures 562.0 572.8 579.8' 589.2 536.6 576.0 
Durable • 88.4 90.6 89.8 89.6 83.3 89.6 . 
Nondurable 238.6 242.1 245.1 249.4 230.6 243.8 
Services 235.0 24o.l 244.9 250.2 222.8 242.5 

Personal savings 32.5 33.3 43.1 lt-1.6 38.4 37.6 
Net government receipts 218.3 224.4 224.4 193.6 223.7 
Government purchases 210.0 212.9 217.0 218.9 200.3 214.7 

Federal 101.6 100.6 103.2 102.7 99.5 102.0 
State and local : lo8.5 112.3 ll3.8 ll6.2 100.7 ll2.7 

Deficit or surplus (on income 
and product accounts) 8.3 ll.4 7.4 -6.7 9.0 

Gross private domestic in-
vestment 135.2 137.4 143.3 142.4 126.3 139.6 

Fixed investment 128.6 130.5 132.5 134.5 ll9.0 131.5 
Residential : 33.3 32.7 31.4 31.6 30.2 32.2 
Nonresidential • 95.3 97.8 101.1 103.0 88.8 99.3 . 

Change in business • • 
inventories 6.6 6.9 10.7 7.8 7.3 8.0 

Gross retained earnings 97.7 98.0 99.7 96.7 98.6 
Excess of investment -37.5 -39.4 -43.6 -29.6 -41.0 
Bet exports of goods and 

services 1.5 1.6 2.7 2.6 2.5 2.1 
Per capita disposable per-
sonal income (1958 dollars) • 2,482 2,494 2,526 2,521 2,474 2,507 . 

Total civilian employment . . 
(millions) gj . 77.6 77.5 78.1 78.5 75.9 77.9 . 

: 

!/ Preliminary. 

gj U.S. Department of Labor. 

U.S. Department of COIIDDerce. 
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GENERAL ECONOMIC SITUATION 

The signs of a slowing in economic 
activity were fairly widespread in the 
closing months of 1969. Output flattened 
at the third quarter rate as the decline 
in production of goods about offset the 
rise in services. Retail sales of autos 
and other durable goods were sluggish; 
corporate profits eased downward; and 
housing starts dropped sharply. Al­
though the advance in the general price 
level continued large, the rise appeared 
to be moderating. 

&lOSS IIATIOIIAL PIODUCT 
Change From Previous Quorter 

1110. 111..,.·11111 IC~C II .. IUtal MI .. CI 

Employment declines in the goods 
producing industries largelx offset the 
upward trend in service employment. 
Factory payrolls have declined and the 
December advance in personal income was 
the smallest gain in more than a year. 
And average hours worked per week were 
down significantly in many establish­
ments with plant operating rates at 
their lowest since late 1962. 

Qutlook tor 1970 

Slower economic growth and some 
easing of inflationary pressures are 
expected to dominate the next 3-6 months. 
Although business investment is scheduled 
to rise through the first half, expensive 
credit plus lower sales volume may slow 
investment in plant and equipment. Current 
limitation on expenditures for defense, 
space, and construction programs not only 

1967: 

1968: 

1969: 

GNP and final sales, change 
fran previous quarter 

Year 

I 3.5 
II 9.3 
III 16.9 
IV 15.7 

I 19.2 
II . 23.4 
III 17.7 
IV 16.1 

I 16.2 
II 16.1 
III 18.0 
IV 2/ 10.3 

Final :Inventory 
sales . change 

l/ 

Bil. dol. 

14.4 -10.9 
15.0 -5.7 
12.4 4.5 
14.0 1.7 

27.0 -7.8 
15.2 8,2 
20.4 -2.7 
12.8 3.3 

20.1 -3.9 
15.8 .3 
14.1 3.8 
13.3 -2.9 

Jj Represents the difference in the rate 
of change in business inventories. For 
example, the change in business inventories 
in the fourth quarter of 1969($7.8 billion) 
less the change in the third quarter of 
1969 ($10.7 b~ion) equals minus $2.9bil. 

£) Preliminary. 

will reduce government expenditures but 
also will continue to affect heavy in­
dustries. 

Despite the easing in general eco­
nomic activity and the likelihood of an 
increase in unemployment, there are some 
plus signs in view for producers and 
retailers. Disposable incomes, buoyed by 
tax reductions 1 increased social security 
payments, and rising wage rates will 
continue to rise and help to maintain con­
sumer demand. Recent surveys of consumer 
intentions and a slower increase in the 
use of consumer credit indicate some 
caution and a growing resistance to rising 
costs. But smaller price increases 
coupled with a continued advance in con-
5Umer income should help to stimulate 
consumer purchases. 

- 17-



DPS-123 

Outlays by State and local govern­
ments will continue their upward trend. 
Federa.l purchases, in total., are scheduled 
to bold relatively steady'. 

As the economy slows and price 
pressures ease, mnetary policy· may 
mve to counter possibilities of too 
much cutback. If mnetary condi tiona 
ease later in the year, the effect 
may be to stimulate investment out­
lays and arrest the decline in housing 
starts. For 1970 as a whole, the gross 
national product is expected to increase 
by around $50 to $60 billion compared with 
a nearly $70 billion gain in 1969. Growth 
in output aq drop to less than 2%, as 
prices will average higher, even though 
year-to-year increases over-1969 continue 
to narrow. 

Go'ftrlllllent Expenditures·aDd·Receipts 

Realizing that large increases in 
~ederal expenditures have·been contributing 
to .uch of the excessive demand-expansion 
in recent yearv, the Federal Government 
continued to,alow its purchases of goods 
and services in 1969• In addition, reve­
nues increased as a result of the 10% 
surtax on corporate and personal incomes, 
the extension· of some e:~tciae taxes, and 
higher social security taxes. Combined, 
these fiscal actions moved the government 
account from a big·deficit·toabudget 
surplus. 

Federal purchases are expected to 
rise very slightly above present.levels 
during the first·half of 1970 with some 
increase likely due to rising costs of 
mandatoey programs~ The .budget for 1971 
(beginning this June) provides for large 
reductions in defense expenditures and a 
number of established Federal programs will 
be triJIIIIled. These reductions mq be some­
what offset-by increased obligations re­
flecting health and welfare needs, 

The aassive Tax-Reform and Relief 
Act of 1970 p.,sed by Congress in December 
will have a long-range effect upon the 
econQmJ during the seventies. The Act 
changes tax rates and conditions for both 
the individual aDd corporation. The main 
i1111ediate impact on Federal finances in 

FEBRUARY1970 

calendar 1970 will result from the repeal 
of the 7% tax credit on equipment purchases 
retroactive to last April 18; extension of 
surtax at a 5% rate for the first half of 
1970; and the 15% increase in social secu­
rity payments starting in January but 
distributed in April. The 5% surtax and 
the extension of certain excise taxes are 
expected to bring in $4.2 billion above 
the pre-surtax rate. 

Federal receipts and expenditures, 
national income basis l/ 

Item 

RECEIPrS 
Personal tax 
Corporate profit 
tax 

Iad:1.J'eri 'buineaa 
tax 

Social insurance 

EXPENDITURES 
Goods 8.114 services 
Transfer payments 

: 1968 : l$!9 . . . 
:second:First:second 
: half ; halt ;half Z/ . 
:184.4 200.7 2<l2.5 

85.6 95.4 95.8 

. . 

39.1 40.8 40.0 

18.4 18.6 19.0 
41.3 46.0 47.8 

:185.8 188.9 194.9 
:101.4 101.1 103.0 

49 ... 51.4 53.2 
Grants to State and: 
loaal governments 18.7 19.2 20.6 

Net interest paid 12.0 12.7 13.3 
Subsidies less 
surplus 4.5 4.5 4.8 

SURPLUS OR DEFICIT -1.4 11.8 7.6 

l/ Calendar years in billions of dol­
lars, seasonally adjusted annual rates. 

?:/ Preliminary. 

Repeal ef the iavestment tax credit 
is the biggest, single reTenue raising item 
in the Aet~ bringing in about $3.3 billion 
per year. On the other hand, the 15% 
benefits increase would cost more than $4 
billion a year from the social security 
trust fund. However, it the economy con­
tinues to slew, it will tend to cut back 
all types ot receipts. On balance, it 
appears that.the Federal government may 
be hard pressed·. to maintain a surplus in 
the secGDd halt of calendar 1970. 
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Expenditures by State and local 
gevernmenta·reae about 1!% in 1969, 
slightly leas than 1968'a iaareaae. For 
1970, these expenditures are expected to 
increase at about the same rate despite 
the difficulties in raising additional 
revenues. A slight slowing is in prospect 
for grants-in-aid to States from the 
Federal Government. 

Major GllP components, change 
fran previous quarter 

19§9 
Item II • III IV 

qtr. : qtr. :F•.l/ 

Bil. dol. 

Total change in GNP: 16.1 18.0 10.3 

Consumption : 10.8 
Private nonresid•: 
ential fixed 
investment 

Housing 
Inventory gf 
Net exports 
Government 

2., 
-.6 

.3 

.1 
2.9 

3.3 1.9 
-1.3 .2 
3.8 -2.9 
1.1 -.1 
4.1 1.9 

l/ Fre1imin&I7. iJ See toatnotea if, 
text table, :page 17. 

Investment Demand 

Business fixed investment was one 
of the strongest sectors of demand in 1969·,. 
Accelerating beyond the recovery it made 
in 1968, nonresidential fixed investment 
r.ose nearly 121ft,, far more than the gross 
national product. Many of the expenditure 
increases were for new plant and equip­
ment although construction outlays also 
gained substantially, Private and pUblic 
surveys of new business investment plans 
show a large but less rapid rate of in­
crease for 1970 despite repeal of the in­
vestment tax credit, lower corporate pro­
fits, and prospects of lower sales. Appar­
ently, longer-range hopes of an expanding 
market have outweighed the shorter 1970 
outlook. But, of course, a radical slow­
down in the economy might quickly alter 
present plans. 

FEBRUARY1970 

Housing expenditures started off 
fairly st~ong at the beginning of 1969, 
but soon faltered as monetary conditions 
tightened further. The demand for housing 
has grown considerably as new family 
formations occur and personal incomes 
rise, but monetary conditions have made 
credit scarce and interest rates have 
risen sharply. The demand for money in 
the consumer and investment markets has 
diminshea funds available for mortgages. 
Many home buyers must pay 9-lo% interest 
on their loans and a large down payment. 
Most authorities agree that a recovery 
in housing in 1970 depends very much upon 
the easing of tight monetary conditions 
and some moderation in high construction 
costs. 

For the economy as a whole, slower 
sales advances resulted in a larger inven­
tory accumulation in 1969 than in the two 
previous years. However, smaller·build­
up in the fourth quarter of 1969 proved 
to be one of the main reasons for the 
relatively small increase in current 
dollar gross national product in that 
period. This adjustment in inventorres 
may provide room for increased accumulation 
in 1970 and incentive for additional pro­
duction. 

$ I fl. 

CORPORATE PROFITS AND PLANT 
AND EQUIPMENT EXPENDITURES 

Corporate profits _ 

-' \J./ -~~ 1," T ,.. .. Qr and equipment oxpenditureo _,, 
80 

' I I ........ 

-----------------1 ........ ..:,:!: .... _-:r . ...I~··t""""'~·-·-............. ·~......... I 

Prolito j""' ta .. o 

,A 

60 

40 

20 
1965 1966 1967 1968 1969 1970 

Consumer Demand 

Consumer demand remained very 
strong throughout 1969, but its advance 
fell' below 1968's rapid pace. Rising 
personal incomes and generally lower rate 
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of personal savings enabled consumers to 
overcome the restraining effects of the 
lr:J'/o surtax. Expenditures for s.ome non­
durable goods and most services made 
impressive gains but those for durable 
goods particularly ~tomobiles were 
generally slow. Durable sales are being 
hurt by the declining housing market and 
by the large volume of earlier sales in 
recent years. 

If disposable incomes increase as 
expected, consumer demand is likely to 
improve accordingly. However, growing 
resistance to higher prices ~ay channel a 
great~r portion of income into savings. 
Consumers are becoming more selective and 
cautious as the economy slows. Services 
will continue to account for the largest 
share of increased expenditures in 1970 
as our economy becomes more specialized. 

PER CAP IT A DISPOSABLE INCOME 
DOLLARS ITHOUS.) 

2.4 .,---­,, 
.~' 

1958 pri(o• 
I ---l---·""--- ---~~~~----~----+---~ 

1965 1966 1967 1968 1969 1970 

Income and E~ent 

Personal incomes rose substantially 
in 1969 but over half of the increase was 
eroded by the rise in consumer prices. 
The rise in personal incomes was slowed 
in the last four months of the year as 
weekly hours were trimmed and average 
earnings leveled. Average hourly earnings 
had made large monthly jumps upward 
earlier in the year as new wage contracts 
were negotiated. The demand for higher 
pay, based in part on the rise in living 
costs, may meet more resistance this year 
as productivity gains decline and demand 
pressures ease. After several months, 

FEBRUARY1970 

INCOME AIID EXPENDITURES 

'71 
OI.Ct..HI •naiU f'Atl or C .. W.IIII AIIIO f'IIIIIIIIAI. ra.&t~Wia f'Ar•llfrt ro I"OIIIIIIMIIIL 
.IIC'.LtfOII ALCMOUC llnoiiAIII, A P'CMIIfM eCIAIIJII INt f'III.I.HIIAIY, 

1110, Ill lilt• rill! ICOMCNIIC llliiAIOI IIIIYICI 

the General Electric strike has been 
settled but other major labor disputes 
threaten. Such long work stoppages 
generally temper the demands of each 
side as wages and profits drop sharply 
during the course of the strike. 

Civilian employment rose rapidly 
in the opening months of 1969, declined 
somevrhat during the spring, and with some 
important exceptions, has been rising at 
a fairly slow monthly pace since July. 
This slowdown is even more marked in dur­
able goods manufacturing. 

The unemployment rate, seasonally 
adjusted, ranged in 1969 from 3•3% in 
January and February to 4.o% in September, 
then back to 3.4% in November and December. 
But this rate has been a reflection of 
the frequent rise and fall of the labor 
force throughout the year. Many teen­
agers and women have simply entered into 
or dropped out ?f the labor force as 

GNP AND UNEMPLOYMENT 

o~---r--~----~---4----+----~o 

-2~~-L~~L_~~~~--L-J_~~ 

1958 '60 '62 '64 '66 '68 A '70 
*cii"HGI,IDII,Ili'IOUJ,UIII. OoiiOHIIAfiOHAI. ri"OOUCJIN lfiiOOLLAIIJ, 6l"llfi.III/H.\AY. 

NrO,IIIIt101•11(11 t(OtoOIIIt IIUAICII IEIIYICI 
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growth in job opportunities slowed or 
increased. 

Even though production has been 
~ut back, management appears to be holding 
many experienced workers. This has sharply 
reduced productivity rates and added 
to the cost of production. As the economy 
slows, it is doubtful that this "hoarding" 
vrill be maintained in 1970. 

~or personal inc~ cc:aponenta, 
change trait previoua qlarter 

: n :In~ 
• qtr •• qtr •• 

Bll 4p1. 

Peraonal incalle 1.6.1 J.6.o 
Was•• and .salaries u.o 12.6 

Manufacturi.Dg 3.3 3.3 
N~uriDg 6.2 5.1 
GoVVIIIellt 1.6 4.2 

other i.Decae 4.2 2.9 
'J.'ran.l.f'er p&JHnta 1.3 1.2 
Social illauruce 

payments (minus) .5 .7 
Personal tax ~·= 4.3 -1.0 
Diapoab1e peraoul 

income 11.8 17.0 
Peraonal outlaya ll.l 7.2 
Peraomal avi.nga .8 9.8 

iJ Pre] 1m1 nary. 

Prices --·-

IV 
qtr.y 

10.4 
7.9 

• 4 
5.8 
1.8 
1.6 
1.1 

.4 
2.3 

8.1 
9.5 

-1.5 

The battle against inflation, at 
first glance at least, did not fare too 
well in 1969. The general price level 
as mea~ured by the gross national product 
deflator accelerated from 4% annual rate 
in 1968 to nearly.5% last year. The 
consumer price index accelerated even 
more, from slightly more than 4% to 5~%, 
in the same period. In fact, the 
consumer price rise picked up extra 
speed in December to slightly more than 
a 7% annual rate. The rise in this 
index for all· of 1969 was the sharpest 
in any year since 1951. 

FEBRUARYlCJIO 

A large part of the December rise 
in the consumer price index reflected 
higher prices for eggs, fresh vegetables, 
and bread. Partially offsetting were 
some declines in beef and poultry meat 
prices. Housing, transportation, and 
medical care.were other major factors in 
the December rise. 

COIISUMEI PIICf. IIIDEI 
" OF 1957-59. r----r--.-·--r---.----, 

140~-~--~-~---~-~-~ 

120 

110 

• •cUJHJ ••u·••. "'•L. •nUrMI. ........... ,._.... •• a.paau,... •u••r•.••.,..••••••-••..,.cu-.c•L ..... u ••·--nr•••••N . 

Price increases and higher taxes 
have eroded mos~ of' the gain in workers' 
earnings during the past sneral years. 
Purchasing power of' f'actory- workers bas 
decreased f'or ll consecutive months 
despite rising money incomes. 

On the brighter side, monetary and 
f'iscal policies succeeded in slowing tbe 
rise in gross national prodllct as output 
(real GBP) decliDed slightl.y in the f'ourth 
quarter. This is considered a major step 
tovard price moderation. MaD;J o:tficials 
have recently stated that relief' from 
iDf'lationa:ey price pressures appears 
likely in the second haU of' 1CJIO. For 
lCJIO as a whole, the consumer price index 
and the GBP def'lator are expected to rise 
more slovl.y tb&n in 1969. 

Wholesale prices &leo accelerated 
in 1969, rising ·at a ~ rate casrpared to 
a 2.~ rise in 1968. Most indllatrial. 
COJIIIIOdities and f'arm prodllcts partici­
p.ted in the aclYance. Lumber and 1100d 
prodllcts, priced nov about ~ below a year 
ago, •s one of' a f'n large c~di t;r 
groups to decline as the year ended. 
Prices. of' processed f'oods and f'eecla pro-
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vided most of the strength behind the 
substantial increase in wholesale prices 
in January of this year. 

SELECTED WHOLESALE PRICES 
7. OF 1957-59 

l-

105 

100 

95 

1965 1966 1967 1968 
If •ll 1'01:10 IHClulltl ~lli'IIDCtllf'O 1'0001 'UH t'GC11 A>lll I'IIIIH AHO 011110 1'111.1/TI AHO ~I'~I'TAIILIU I' 110M 

'"l "'~" 1'-0t>VCrl &110111'. JOVIICI• ltlllt'AU 01' LAIIOII' HATrlrl(l. 6.rllt'L/aii<AIIIf. 

IWnetarx Situation 

Monetary authorities apparently are 
taking no chances in prematurely easing 
monetary conditions despite signs of some 
moderation in demand later in the year. 
For the past 6 months, the money supply 
(currency plus demand deposits) remained 
virtually unchanged in contrast with ~ 
rate of growth in the first half and the 
7'fo expansion during 1967 and 1968. Al­
though there was a slight· rise in member 
bank reserves and the money supply in the 
last 4 months, much of this change was due 
to seasonal and other technical needs. 

Time deposits, considered in a broad 
sense a part of the money supply, de­
clined at a 6 .5'fo annual rate during the 
last half of 1969 compared with a ~ rate 
of decline in the first half. In an 
attempt to put commercial banks in a more 
competitive position, the Federal Reserve 
in January of this year raised the rates 
these institutions are allowed to pay 
savers on deposits. The rates allowed on 
government savings bonds and building and 
loan deposits have also been raised by 
Congress and the Federal Heme Loan Bank 
Board, respectively. 

Investors, aware of the difficulties 
of limiting inf'lation and discouraged by 
the recent. stock market performance, have 
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moved significantly into the bond and 
security markets. Yields on corporate 
bonds and government securities have 
reached new highs. Four-to-six mnth 
prime collllel'eial paper soared to 8. 9 'fo 'bf 
year' s end, and 3-month Treasury Billa 
to 8 'fo • In recent weeks, there bas been 
some easing in the money markets, but · 
interest rates remain very high with little 
relief in sight. 

1~~~==~~~~~~~~~~~~ 
1966 1967 1968 1969 1970 1971 

•Hro•rJ •r AI.&. C:..,..ICfiiL UNIJ. o.AIIO 011 OATA 01' nil , •• I.AL IIIIIIVIJW'Ura. 
IIA ..... LI.T ADJUJriO, 

U.t,. .. ,. ... ,.IMT 0' AOIUCUI.,UII NIO. 1•1 'oM4·71111 ICON'OIIIC •IHA.CM lllt'I'ICI 

Fsgoim Tr•c1e 

The preliminary estimate of net 
exports (exports minus illlports) of goods 
and services for 1969, $2 billion, falls 
alightly below the J.968 l.evel. Conaic.J.ering 
merchandise trade alone, net exports av­
eraged $1.2 billion, falling far short of 
the $5 billion average l.evel. of the first 
7 years of the J.960' s. It price in­
creases slow as expected, the l.970 export 
trade surplus is expected to sbow an im­
provement of about $1 billion, as illlports 
advanced mre slowly in response to do­
mestic anti-inflationary measures; 

Shipments abroad of civilian aircraft 
and agrieultur&l coJIIIIIOdi tiea will l.ikely 
recover tram reduced J.969 l.evela. Sal.ea 
of computer& and parta probably will con­
tinue laat year's strong growth pattern. 
Export gain~ are al.so anticipated tor 
textile, printing, and construction 
machinery, semiconductor dsrlcu, in­
struments, chemicals, copper, lumber, and 
paper. Slower sales growth is expected 
for automotive products, materials 
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handling equipnent, macbi.Jie tools, coal, 
·and logs, and reactions in exports o~ 
steel and aluminum are anticipated. 

Prospects tor a slightly improved 
trade situation in 1970 are mat· helping 
our present over-aU international pay­
ments position. -~u.s. balance ot 
international payments, on the liquic!ity 
b-.sis, has deteriorated in the past year. 
The deficit may total as high as $7 bll­
lion ~or 1969. This compared with a $168 

FEBltl1ARY 19'70 

million surplus in 1968 and a $3.5 bU­
lion deficit in 1967. Borrowings o~ Euro­
dollars by large u.s. banks have had the 
effect or substantialLy 1ncreasing u.s. 
liquid liabilities to private inc!ividu.als 
anct institutions abroad. In addition,· 
the declining u.s. stock market has re­
clnced the inf'low ot foreign funds. And 
tor similar reasons, U.S. purchases ot 
~oreign securities have increased daring 
this period. 

CONSUMER INSTALLMENT DEBT 
PER CAPITA 

DOLLARS 

200r----------+----------~----------~ 

150 

0.__. __ ~~--~~~~--~_. __ ._~--~-
1960 1964 1968 1972 

END OF l'I!AR £)(C£PT JUNE 19". ,!OERAL RI!JfRVI! SOARD DATA. 

U.S. DEPARTMENT OF AGRICULTURE NEG, ARS 5973-69 (8) AGRICULTURAL RESEARCH URVICE 
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THE 1971 AGRICULTURAL BUDG.ET 

Stressing the role ot a balanced 
budget in the tight against inf'l.&tion, 
President Wixon presented the Budget of 
the u.s. Government to Congress on l"ebru• 
e:ry 2. It. eail.s for a lllll8l.l surplus in 
fiscal years 1970 and 1971. The new 
budget, to be app:roV"ed. by" Congress 
through the appropriation process in the 
cCirling year, proposed apending ot $200.8 
billion in fiscal 1971. This would be 8Zl 
increase of $2.9 billion over the amount 
ot ou.tla;ys nov anticipated by the Bureau 
of the Budget for fiscal 1970. 

Bwfget outJ.a¥s by f'lmction y 

l"unction : 1969 : 1970 : 1971 
:actual : eat. ! est. . . . 
:---Billion dollars ---

Jlational defense 81.2 79.4 73.6 
Incaae security 37.4 43.8 50.4 
Interest 15.8 17.8 17.8 
Health ll.7 13.3 15.0 
Coamerce 7.9 9.4 8.8 
Veterans 7.6 8.7 8.5 
Ed.u.cation 6.8 7.5 8.1 
Agriculture 6.2 6.3 5.4 
General govern-
ant 2.9 3.6 ·4.1 

CCIIIIIIWli ty and 
housing 2.0 3.0 3.8 

International 3.8 4.1 3.6 
Space . 4.2 3·9 3.4 . 
Natural resources: 2.1 2.5 2.5 
other* : -5.1 -5.6 -4.1 
'l'otal outla7a gj : 184.6 197.9 200.8 
'l'otal rn-enues : 187.8 199.4 202.1 
Surplus 3.2 1.5 1.3 

• 
y All years ar~ on a fiscal basis. 

outlAQ's include expenditures &Dd net 
lending. 

y Totals may not add clue to rounding. 
* Wet receipts. 

The proposed 1971 Budget, in addi­
tion to being detailed by" Department and 
Agency, is also dirlded into 13 func­
tional categories for aual.y'sis ot special 
aree.a. The table above shows that a 

n'UJ!Der ot f'lmctions 1nclud1.i8 agriculture 
and rural cJevel.oplent, hternatioul. 
&f'1'airs and tiDance, and ca..ree and. 
transportation, are scheduled. to receive 
smaller outlA\Ys in fiscal 1971 tbul in 
tisc&l. 1970. OUtl.qs for national. clef'eue 
progr111a, wbich CIODStitutea 1'0\ICbl.l' ~ 
ot outl.a.ys in fiscal 1970, will 4lc1tne bJ 
$5.8 billlOD f'.rca f':l.acal. 1970 to 1971. 
ReflectiDc cllans:fnc aaticmal. priorities, 
inCCIIle security' programs, the next larpst 
ttmctional category, will account for 110st 
of the budget increase in this period. 

Agriculture and rural dev"elollment 

Subt'uDetiOD 

l"ara incoae stabi-
llzation 

AgricuJ.tural land 
and water 
resources 

Rural housing and 
publlc facility 

Research and other 
agricul. ture 
services 

Total* 

: 1969 :' 19'70 : 1971 
: a.ct1.1&l. : est. : est. . . . .. . . . 
:--Billion dollars---

5.0 4.5 4.5 

. . 
.3 .3 .3 

. .3 .8 -.2 . 
.6 .7 .8 . . 

: 6.2 6.3 5.4 

* Total includes ottsettlng receipts. 

Fana incoae stabilization accounts 
for the largest part ot agricul.ture and 
rural de'l'elopaent expenditures, $4.5 bll­
lion. Under this program, ammal tara 
cOIIIDOdi ty price supports 8Zld acreage 
d1 version hel.p maintain f&rlll iilCOIIlea and. 
limit output to requir•ents. In 1971, 
increased pe;yments to wheat, cotton, and 
feed grain producers and dairy price Slq)­

port costs will be more tban ottaet by re­
ductions in net J.endi.ng for agricuJ.ture 
credit programs and a decline in outl.qs 
tar long-term land retirement progralllS. 
other iDI:portant but Blll&l.ler groups vi thin 
the agricul:tllre and rur&1. develoJ:aent 
function include agricul.tural land ud 
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water resources; rural housing and public 
facilities; and research and other agri­
cu.ltural services. 

The USDA Budget proposal for fiscal 
1971 amounts to $8:o blulon COIII,P8.1'ed with 
$8.4 billion in 1'.170 and $8.3 billion in 
1969. Increased emphasis will be given 
in the next fiscal year w1 thin the Depart­
ment to stimulating rural developaent, 
expanding consumer protection activities, 
and increasing food assistance. credit 
procrams that help meet critical rnraJ.. 
hou.eing needs will increase substanti&l.:cy. 

In addition to ita administration 
of the agriculture and rural devel~ent 
bud«et briefly outlined &bon, USDA also 
pl.a¥s an important role in natural re­
sources, domestic food assistance pro­
graaa, child nutrition, and l'oocl for 
Peace. The rood Stap Progra, to be 
substantial.l.y expanded in fiscal 1'.171, 
increases recipients' food purchasiDg 

FEBBUARY 1970 

power and Yill pemit a gradual pbaaina 
ou.t of direct distribution. 

USDA Budget outl~s y 

Item : 1969 ~ 1970 : 1911 
.actual. est. :. est. . . 

Agricultural 
r~esgj 

H.:J..th and welfare 
Food for Peace 
Natural resources 
other* 

=--Billion dollars---
• . 

. 

6.4 
.6 

1.0 
.5 

-.2 

6.3 
1.0 
1.0 

.5 
-.4 

5.4 
1.6 

-9 
.6 

-.5 

Total ; 8.3 8.4 8.0 
Y AlJ. years are on a fiscal year 

basis. Outl.a;ys include expendi turea end 
net lencling. 

gj Excludes Farm Credit Administration, 
an independent agency not in the USDA 
budget, which expired December 31, 1968. 

* Bet receipts. 
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A I,.OOK AT AGRICULTURE 
THROUGH INPUT-OUTPUT ANALYSIS 

By 
J. Dawson Ab&lt 

Basic Concepts 

Input-output analysis is a usetul 
aggregatiTe f'ramework for studying the 
relationships between an industry such as 
agriculture and the rest of the Nation's 
econaa;y. This method of analysis focuses 
on the amount of' an industry's output 
sold to other industries, as well as that 
sold directly to final users. At the 
same time, input-output tables show the 
uses of' various inputs and the income 
f'lovs generated in the production proc­
ess. 

Input-output tables are developed 
with a "double entry" feature which en­
ables the information in each cell to be 
treated as either an input or an output. 
On the output side, the total value of' 
output of' an industry is distributed: 
(1) to other industries as intermediate 
products (Ip) to be used in various pro­
duction processes; and (2) to final mar­
kets (Fd) in the f'orm of' final goods and 
services. The sum of final market sales 
f'or the entire economy equals total Gross 
National Product (GNP). Sales to other 
producing industries are omitted from GNP 
because their contribution is included in 
the final value of' the good or service 
produced. 

In the input (income f'low) portion 
of' the input-output tables, out~s are 
divided into purchases of' various inter­
mediate inputs (those used up in the pro­
duction process) and value added by manu­
facturers. The amount of' value added 
(Va) f'or an industry can be derived by 
deducting the cost of' intermediate inputs 
used up in the production process (I:p), 
f'rom the total value of' output (To). 1'/ 
Thus, value added f'or a particular indus­
try is: 

(1) 

Another W&¥ of' looking at value 
added f'or an industry is that it repre­
sents gros~ ~oduet originating in that 
industry. y This is because value added 
is made up of' inc0111.es that accrue in the 
course of' production. Thus, the Nation's 
GNP can be derived by SUDIIIIing the Value 
added f'or all industries in the econom;y. 

For the econCIIIOJ' as a whole, pur­
chases and sales of' intermediate products 
are equal to each other. Thus, w:l. th 
interaediate products canceling out, the 
value added f'or all industries equals the 
total final daaands in the econam,.y vbich 
of' course equals GNP. If' we assume (n) 
industries and (•) final demand coarponents 
we can wri '!'e: 

However, for any one particul.&r industry, 
there is no reason to expect either that 
purchases tram other industries should 
equal sales to other industries or that 
value added for a particular industry 
should equal that industry' • deliTeries 
to final markets. 

Uses ot IgRut·Ou~t 

Although input-output a.n.alysis has 
Jll8llY i:JII.portant uses, its major contri­
bution is the abUity" to trace through the 
econfliDY the impact of' an initial shitt in 

aa.¥e This concept Clif'f'ers fr0111. the value 
ed used by the Census ot Manufacturing. 

2/ "Gross Product Originating in Agri­
cui'ture, 1947-65" by w. John ~g and 
J. Dawson Ahalt. Demand and Price Situa­
tion, U.S. Depa.rtmelit of AgriCUlture, ERS. 
February 1967. 
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d811111114 tor the f'1nal. arket goods and 
services in a particular 1n4ustry. It 
can M&BUre, tor exa~~»le, the .impact ot 
a sh&l"p reduction in output in one par­
ticula:r industry on other industries. 
Because of the CCIIPJ'ehensiveness of the 
information on which inPlt•output 
&D&].ysis is base4, businessmen, adllinis­
trators, an4 producers are able to use 
these studies in plamling their o.perating 
strategies. 

Distribution of Agricultural 
ou'@t 

About ~ ot the total value of 
agrical tural. production is sold armually 
to intermediate proclucing inclustries, 
and the r~niDg ~ soes directly to 
various c~ents ot 1"iDal. d~d, 
acccmling to the 1963 inplt-outplt 
stq'. 3/ The trend toward an increasing 
•hare or tara products beinc chuneled 
to interaediate users reflects 8I'O'f'ing 
consumer d .. nc! tar mre "built-in" serv-

FEBBU.ARY 1CJ70 

ices included in retail food. and tiber 
products. By the tiae the costs ot mar­
ketin« processing. transportation, and 
other services have been included in the 
value of the final product, the average f&llll 
procJw:t portion accounts tor slightly less 
tban a fourth of the value of the retail 
product. This expl&Jns Q.v' chuges iD. 
both the supply and the ,_,.nc! tor tarm 
products tend to cause Jmeh wider swings 
in prices at the tara than at the retail 
lwel. 

The larpst interMCliate purchaser of 
tana PJ'C)ducts ia the toocl and kiDdred 
p!'Oducts inctuatr;r. It bays about 4~ ot 
total. armual agricultural a.ttplt. This 
11111Datry srou:p manufactures :tood and bev­
erace proclucts for bUIIUl coJl8UIIPtion aDd 

:V*Inpu.t-OU;tpllt Structure tor 1963, • by 
the :Rational Econc:.d.cs Division, OBE, u.s. 
Dep&rtaent of ec-erce, SUr!!.y ot CUrrent 
Business. BO'I'C!IIIber 1969, Vol. 49, Wo. ll. 

THE AGRICULTURAL SECTOR* 

INPUT TO AGRICULTURE .... 
CHEMICALS AND PETROLEUM MIS~m~~gus 

TRADE, TRANSPORTATION 
AND WAREHOUSING 

REAL ESTATE 
AND RENTAL 

PROCESSED FEED 

DEPRECIATION 

OUTPUT OF AGRICULTURE ... 

TEXTILES 
TOBACCO 

;;;;;;;;:;;;::;§- OTHER 

@~~E!E!EE;~ TRANSFERS OUT 

GOY"T PURCHASES 
AND NET 

INVENTORY 
... -v.;;r,.,,..., CHANGE 

PERSONAL CONSUMPTION 
EXPENDITURES 

0 Intermediate lnputll 0 Intermediate output 

~ Gross product originating ~ Output purchased by final demand sectors 
In agrlcultur.e fill3 Nonagricultural output produced on farms 

4fsASED 0:'11963 INTERINDUSTRY TRANSACTIONS, 
THE TOTAL VALUE OF AGRICULTURAL PRODUCTION IN 1963 WAS VALUED AT $53,950 MILLION. 

U. J. DC,.AIITMI!HTS OP' COMMI!IICII! AND AGIIICUL.TUIII!, 

U. $. DEPARTMENT OF AGRICULTURE NEG. ERS .. 016-70 ( 1) ECONOMIC RESEARCH SERVICE 
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also processes feed for aniMl uae. The 
second largest interaediate purchaser of 
itarm products is the agricultural indus­
~try itself. The agricul turaJ. sector 
•!llrrentl.y purchases from itself about ~ 
of its total output. Other interaediate 
JI:JIU"Cb&sers include the textile industry', 
·OObacco ~~&nufacturers, and agricultural 
111ervice industries. 

Direct purchases by conBUJilers are 
the most important source of final demand 
for agricultural products, accounting for 
nearly~ of the total value of output. 
Commodities such as eggs and fresh fruits 
and vegetables, are the principal farm 
products which go directly to final con­
sumers. Net exports, the next most im­
portant source of final demand for fa:rm 
products, abso:rb about ~ of farm ou.t­
put. Net inventory change is also an im­
portant source of final demand for farm 
products because of the large inventory 
holdings or meat animals, grains, and 
soybeans. Another cauponent included in 
final demand is the "transfers out" cate­
gory. "~.:ansfers out" represents sales of 
farmers' goods and services which are 
indistinguishable f'rall products produced 
by other industries. Examples are fluid 
milk sales, 'farm slauptered meats, im­
puted rental value of owner-occupied 
dwellings, and rents paid by farmers. 

Inputs into .Agriculture 

The total value of fa:ra output in 
1968 totaled $62.3 billion, up about a 
fourth frCIIl the 1958 level. 4/5/ To 
attain this output level in I'gl)B, farm­
ers purchased about $37.4 b1llion of 
intermediate inputs (items us!!d up in 
the production process) frail various 
sectors of the econauy. This concept of 
input-output includes Ol'lly i tS~B charged 
to current account over a 1-year period. 
Purchases on capital account are not in­
cluded. 

Demand for intermediate inputs by 
the agricultural sector is derived from 
the demand for and supply or agricul­
tural products, the relationship between 
fa.:rm product prices and input prices, 
and other 'factors such as previous pur­
chase patterns, and the level of teeh-

FEBRUARY 19'70 

nology. An ordinary least squares re­
gression equation relating purchaaes of 
intermediate inp.lts in constant dollars 
to several of the aboVe variables during 
the 1947-68 period explained m of the 
year-to-year variation in the level or 
purchases. §I Elaaticities computed at 
mean values indicated that a 1~ increue 
in the leYel of farm output (Tvot) was 
associated with o.~ increase in inter­
mediate purchases (IPt) ; a 1~ increase 
in the ratio of farm product to input 
prices (Pot/Pit) was associated with a 
o.~ increase in purchases (IPt); and a 
1~ increase in purchases in the previous 
year (IPt-1) was associated with a o.~ 
increase in purchases (Ipt)• 

'fhe 1963 interindustry tables show 
that the largest share of agriculture's 
intermediate input purchases, 4~, was 
produced on the fa.rm. These consist of 
such intermediate products as feeder 
livestock, grains for feed, seed, and 
manure. The amount of inputs purchased 
by agriculture tram itself eq,uals the 
amount of output the agricultural sector 
sells to itself. 

Purchases of processed feeds f'r<lm 
the food and kindred products industry 
rank second in relative importance of 
intermediate input purchases, accolUlting 
for about ll" of current fa.m outlays. 

1jJ Farm incaD.e concepts adjusted to in­
clude the value of nonpurcbased teed, 
interfa.rm-intrastate livestock marketings, 
manure, an1MJ work power, etc. 

'2./ "Exploring the Future of the Agri­
business Industry," paper presented by 
Rex F. Del.y, Director, Eeonc.ic and Sta­
tistical Analysis Division, EBS, USDA, 
before the Tennessee Farmers CooperatiTe, 
25th Annual Meetitl8, Bashville, Tenn., 
Decflllber 5, 1969. 

§/ lPt • -8.79868 + • 37854 TYot 
( .091) ( .091) 

Pot 
+d:~r Pit +(:~;f lPt-1 

If- a .991 S.E. = .297 D.W. = 1.88 
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Next in order of importance are trade, 
transportation and warehousing--~; chem­
icals and petroleum--~; miscellaneous 
business services--~; and rental ~ha.r­
ges--7~. The remainder includes outlays 
for short-term financing, insurance, 
utilities, etc. 

Value added by the agricultural 
sector, or gross product originating in 
agriculture, represents the revenues 
left over after the costs of inter­
mediate inputs have been dedncted. Sub­
stituting the values from 1968 in the 
identity equation (1) above, shows a 
value added for 1968 of $24.9 billion: 

$24.9 = $62.3 - $37.4 (billions) 

Value added indicates returns to 
the factors of production and other non­
factor charges. In agriculture value 
added is made up of net f&l'lll income, 
the total wage bill, indirect business 
taxea, interest pa.yments, and capital 

FEBRUARY 1970 

consumption allowances. Unlike most 
other industries, slightly more than 
half of the value added in agriculture 
is caaposed of profit-type income. This 
is due to the very high percentage of 
owner-operators in agriculture who 
supply the bulk of their own labor re­
quirements. Of the remaining portion 
of Y&lue added, about a fifth is ab­
sorbed through depreciation of capital 
equipment, and the remainder .is distrib­
uted to hired workers, net interest, and 
indirect business taxes. 

The $24.9 billion of value added 
in 1968, or gross f&l'lll product origi­
nating in agriculture, is a measure of 
agriculture's unduplicated contribution 
to total GIIP. In 1968, gross farm prod­
uct amounted to ~ of total GNP, com­
pared vi th slightly less than ~ in 
1958. The decline in agriculture's con­
tribution to total GNP reflects the re­
cent very rapid growth in soae nonfarm 
industries. 
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