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SUMMARY 

Farmers will attain near-record net farm incomes 
in 1973. Crop prices will benefit from continued 
strong export demand, while livestock and livestock 
product prices will reflect only moderately larger 
supplies in the face of strong consumer demand. In 
the first half of 1973, with most livestock and crop 
supplies virtually unchanged from year-earlier 
levels, prices may show sharp increases over 
comparable periods in 1972. Prices should ease to 
year-earlier levels in the second half of 197:) as 
livestock supplies expand and the increased grain 
production reflects changes in government 
programs. Prices for the year will average above 1972 
levels. 

Marketing receipts will likely be up around $5 
billion, with gains for both livestock and crops. Direct 
government payments are likely to be down more 
than $1 billion as government programs are adjusted 
to encourage greater feed and food grain production. 
As a result, gross farm income in 197::3 will increase 
$31/z billion over last year's level. 

Farm production expenses may increase by a faster 
rate than gross income in 1973. With feed and feeder 
livestock prices up sharply in early 197::l and wage­
price controls eased, production expenses will 
probably increase more than they did last year. Thus, 
net farm incomes will be close to $19 billion, second 
only to the $19.2 billion in 1972. 

The outlook for wheat, feed grains, and soybeans is 
somewhat uncertain due to recently announced 
modifications in the wheat and feed grain programs. 
The January 1 special planting intentions report 
(conducted prior to the announcement of program 
modifications) indicated acreage in creases over 1972 
of 5'Y'o for feed grains, 15% for all spring wheat, and fJ'X, 
for soybeans. Elimination of the required wheat set­
aside and reduction of the set-aside requirements and 
the respective payment rates for the two feed grain 
options will free additional acres for crop production. 
The March 1 prospective plantings report, for release 
March 15, should indicate the potential impact of the 
modifications. 

The expansion in the economy will gain 
momentum and maturity in 1973. Although there will 
be increased upward pressure on prices during the 
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year, real output will grow at a rate near the 6.5% of 
1972. The outlook is for an acceleration in consumer 
spending, nonresidential fixed in vestment, and 
inventory accumulation. 

Residential construction and consumer demand 
provided the primary growth impetus in 1972, but 
capital and inventory investment should claim that 
role in 197:1. Higher short-term interest rates, along 
with rising wages and material costs, will cause a 
decline in new housing starts. 

Significant gains in employment and continued 
increases in industrial production are in prospect for 
197:). The pressure on Phase III controls will be 
periodically intense as approximately 4.7 million 
workers will be involved in wage negotiations in an 
environment of declining unemployment and 
slowing gains in labor productivity. The likelihood of 
near-capacity utilization in some key industries could 
bring added pressure. 

Rising wage rates, increased employment, and 
large tax refunds will offset increased social security 
taxes and boost disposable personal income at a 
much faster rate than in 1972. Although the initial 
impact of the tax refunds has traditionally been an 
increase in savings, the consumer will have the 
ability to maintain the sharp increase in 
expenditures that came at the closeof1972. However, 
inflationary pressures and the unprecedented sharp 
rise in installment credit in 1972 may have 
dampening effects on consumer willingness to spend. 

Higher farm and wholesale commodity prices point 
to a continuing rise in retail food prices in 197::3. The 
acceleration of retail food prices over a year earlier 
will occur largely in the first quarter of 1973 before 
farm prices ease. For the year, the all-food retail price 
index will rise more than the 4.3% increase of last 
year. 

Although the growth in the money supply is 
expected to slow and may put some upward pressure 
on short-term interest rates, a credit-crunch is not in 
prospect in the near future. The proposed 1974 Budget 
indicates that growth in Federal expenditures will be 
about the same as fiscal 1973 and the deficit may be 
cut substantially. 

The international monetary situation remains 
unsettled, and prospects for U.S. trade are uncertain. 
Efforts to stabilize international monetary 
relationships will have an important bearing on 
developments in the U.S. economy. 

Agricultural exports should continue to be the 
bright spot in the trade balance picture. Exports in 
the first half offiscal1973 totaled $5.17 billion and for 
fiscal year may be well above $10 billion. Two-thirds 
of the first half increase was due to increased volume, 
one-third to increased prices. Agriculture's 
contribution to the overall U.S. trade balance could be 
a tan all-time high, around $31/2 billion compared with 
$2 billion last year. The overall U.S. trade balance 
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was in deficit by a record $6.4 billion for calendar 
1972 . 

. . . Outlook for major farm commodities. 

... Broiler output in the winter and spring will lag 
1972. There is uncertainty about the second half due 
to the recent sharp increases in feed costs. Prices will 
continue strong particularly in the first half as red 
meat prices remain high. 

... Hoi{ slaughter will remain slightly below year­
earlier levels in the first half of 1973 and then 
increase in the second half. Prices will remain above 
1972 January-June prices through the first half and 
then decline below year-earlier levels in the second 
half. 

... Beef supplies will be up moderately in the first 
half of 1973. A 4% increase in cattle on feed on 
January 1 suggests larger marketings through the 
spring. Prices will stay above the level ofthefirst half 
of 1972 and then ease somewhat after midyear. 

. .. Turkey production will be well above the 1972 
levels in the first half of 1973. Despite larger output, 
prices are expected to average above 1972. 

... ERg output will be down sharply early in the 
year and then gradually expand to near 1972 levels 
by the end of 1973. Prices will remain strong and 
average well above year-earlier levels. 

... Milk output will be down slightly in 1973 with 
prices expected to average above last year. 

... Wool prices, which are up sharply from a year 
ago, should remain firm during the spring and 
summer months. 

... Feed grain prices have advanced sharply since 
November 1972. Record disappearance is likely to 
reduce carryover into 1973174 a fourth below a year 
earlier. Prices should remain strong with some easing 
by late spring as supplies under loan are released to 
the market. 

... Wheat disappearance may reach a new record 
volume as exports are currently estimated to be one­
third above the old record. Carryover on July 1 may 
be around 440 million bushels. Prices rose from $1.32 
at harvesttime to $2.38 in mid-December and 
January. 

. .. Soybean usage will be roughly equivalent to the 
1972 crop, resulting in tight supplies and minimum 
carryover stocks. Prices are setting new records with 
domestic and foreign demand strong. 

... Cotton export prospects are much brighter and 
should help provide a market for 1972's sharply 
larger production. 

... Tobacco use may be about the same as last year 
but will exceed the 1972 crop, resulting in a slight 
decline in carryover. With increased basic quotas for 
flue-cured and burley, output should increase. 

... Record citrus supplies are in prospect; orange 
prices have averaged lower, but grapefruit prices are 
firm. 



... Winter fresh vegetable production will likely be 
under year-earlier levels with prices in early 1973 
averaging moderately higher . 

. . . Supplies of major processed vegetables, 
excluding tomato products, are apparently slightly 
below the supplies of a year ago. Prices will remain 

firm and will be subject to Phase III scrutiny. 
... The demand for softwood lumber and plywood 

may drop somewhat in 1973 if housing production 
falls as expected. However, continued growth in 
timber demand in other markets may offset some of 
the effects. 

OUTLOOK CONFERENCE SCHEDULED FOR FEB. 20-22, 1973 

The 1973 National Agricultural Outlook 
Conference has been set for Feb. 20 
through 22, at the U.S. Department of 
Agriculture in Washington, D.C. 

Central theme of the Conference will be 
"The Future . Structure of Agricultural 
Production and Marketing." Such topics as 
the long-range expansion of demand for 
agricultural products, input requirements 
of the food industry, significant trends in 
organization and control of the food and 
fiber sector of the economy, impact of 
environmental developments on agricul­
tural production and marketing, and future 

developments in the export market will be 
explored in depth. 

The 1973 outlook for U.S. agriculture 
and the general economy will receive 
particular attention at the Conference. 
Sessions on the 1973 outlook for major 
commodities and rural family living will 
make up an important part of the 
Conference as usual. The Conference, 
sponsored by USDA's Economic Research 
Service and Extension Service, will feature 
presentations and panel discussions by 
leading authorities in agriculture and 
business. 

OUTl..OOKTJ 
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Table l. --Selected measures of economic activity 

Ite.'ll ' Unit 

Gross national product •••••••••••••••••• ; Bil. dol. 
Disposable personal income •••••••••••••• : Bil. dol. 
Personal consumption expenditures ••••••• : Bil. dol, 
Food spending (excluding alcoholic 
beverages) •.•.••..••....•.•.•.•••....•. : Bil. dol. 

Implicit price deflator for ili~P ••••••••• : 1958=100 

Unemployment rate g/ .................... ; Percent 

Cash receipts from farm marketings •••••• ; Bil. dol. 
Nonmoney income and govern.'llent payments.: Bil. dol. 

Realized gross farm income •••••••••••• : Bil. dol. 
Farm production expenses •••••••••••••••• : Bil. dol. 

Farmers' realized net farm income ••••• : Bil. dol. 

Agricultural eA~orts }/ ••••••••••••••••• : Bil. dol. 
Agricultural inr_ports Y ................. : Bil. dol. 

\Tolu.'"lle of farm marketi!!gs •••. •••••.••••• : 
Livestock and products •••••••••••••••• : 
Crops . .....••.•••.•.•....•.•.•.•.•.•.. : 

Prices received by farmers !2) ••.•••••••• : 
Livestock 8..t"1.d :products •••.••••••.••..• : 
Crops . .........•••.•.•••..••.•••.•.•.• : 

Prices paid by farmers !2) 2) . ..•....•..• : 
wnolesale price inde..'!:, all : 

commodities !2) • .•••••••.•.••••••••••••• : 
Cons~mer price index, all itB'lls !2) •••••• : 

All :'ood . ..........•.•.•.•.•..•••....• : 
FooO.. at home . •..•.•.••••.•..•••.••.• : 

1967=100 
do. 
do. 
do. 
do. 
do. 
do. 

do. 
do. 
do, 
do. 

Year 
1971 

1,050.4 
744.4 
664.9 

117.3 

141.6 

5.9 

53.1 
7.0 

60.1 
44.0 
16.1 

7.8 
5.8 

111 
107 
115 
112 
116 
107 
120 

113.9 
121.3 
118.4 
116.4 

Year 
1972 y 

1,152.1 
795.1 
721.1 

124.6 

145.9 

5.6 

58.5 
7.9 

66.4 
47.2 
19.2 

9.4 
6.5 

lll 
107 
115 
126 
133 
116 
127 

119.1 
125.3 
123.5 
121.6 

II 

1,043.0 
742.9 
660.4 

116.9 

141.3 

6.0 

52.1 
7.0 

59.1 
43.7 
15.4 

1.9 
1.6 

83 
105 

55 
112 
114 
110 
120 

113.8 
120.8 
118.4 
116.6 

1971 

III 

1,056.9 
750.4 
670.7 

117.3 

142.4 

6.0 

53.1.· 
7.0 

6o.4 
44.3 
16.1 

1.9 
1.7 

113 
109 
us 
112 
116 
107 
120 

114.7 
122,0 
119.6 
117.7 

IV 

1,078.1 
758.5 
680.5 

118.3 

142.9 

5.9 

54.9 
6.9 

61.8 
44.9 
16.9 

1.9 
1.1 

151 
114 
201 
115 
120 
108 
121 

114.8 
122.7 
119.4 
117.2 

II 

1,139.4 
782.6 
713.4 

124.0 

145.3 

5-7 

56.9 
7.9 

64.8 
46.5 
18.3 

2.1 
1.5 

83 
105 

54 
122 
128 
114 
125 

118.2 
124.7 
122.6 
120.5 

1972 

III 

1,164.0 
798.8 
728.6 

125.5 

146.2 

5.6 

58.1 
8.0 

66.1 
47.3 
18.8 

2.1 
1.6 

110 
108 
113 
128 
136 
117 
127 

119.9 
125.8 
124.5 
122.6 

rvy 

1,195.8 
828.4 
746.2 

128.2 

147.2 

5-3 

62.5 
8.1 

70.6 
49.4 
21.2 

3.1 
1.7 

149 
112 
198 
132 
140 
121 
130 

121.2 
126.9 
125.4 
123.4 

y Prelir.inary. g/ Une!:lplo;yment as a percent of the civilian labor force. 3) Actual values, not seasonally adjusted annual 
rates. 4/ Not seasonally adjusted. 2) Including interest, taxes, and 1vage rates. 

Quarterly data seasonally adjusted except as noted. 

Departments of Agriculture, Commerce, and Labor. 



AGRICULTURAL SITUATION 

Prices received for crops and for livestock and 
livestock products in 1973 should average above 1972 
levels. Prices are expected to show considerable 
strength in the early part of 1973 and then ease to 
year-earlier levels in the second half. Marketing 
volume will also increase and help boost cash receipts 
for the year. Crop prices will benefit from the record 
export demand, while livestock and livestock product 
prices reflect slightly smaller supplies in the early 
part of the year. As grain production increases, 
reflecting changes in government programs, and 
livestock supplies expand, prices received by farmers 
will likely ease. 

REALIZED NET FARM INCOME* 

10~~~~~~~~~~~~~~d==b~~ 
1960 1963 1966 1969 1972 1975 

U.'>.L>l f'AI! TM[Hl Of A('..JIICU~ fUR ( N[(.. ll'l\ ~1~6- /) 11) [(:OHQUIC Ill H AIH.H H IIYIC{ 

The higher prices received and increased 
marketings imply another significant boost in gross 
farm income, but production expenses may expand at 
an even faster rate, particularly with Phase II 
controls eased. With prices p~d rising sharply and 

Prices received by farmers, change from a year earlier 1 

Month 

January 1972 .....•....... 
February ............. , .. 
March ..•................ 
April ................... . 
May ................... . 
June ....•............... 
July ..........•......... 
August ................. . 
September .............. . 
October ....•............ 
November .......•.•.....• 
December ............... . 
January 1973 •••••••••.•.. 

All crops 

Percent 

8.8 
4.8 

0 
3.7 
4.5 
2.7 
6.4 

11.2 
12.5 
9.4 

10.1 
17.6 
18.0 

Livestock 
and 

products 

Percent 

14.5 
12.0 
12.2 

9.6 
13.2 
15.9 
19.3 
15.4 
17.1 
16.9 
16.0 
18.9 
21.4 

1 Percent changes computed from indices on 1967 base. 

direct government payments expected to be down 
more than $1 billion, the outlook is for a net farm 
income just below the record of 1972. 

Domestic Demand Finn 

Rising wage rates, increased employment, and tax 
refunds will provide consumers with the ability to 
continue buying in 1973, but inflationary pressures 
on food prices and the end of Phase II may curb their 
willingness to buy to some extent. Disposable 
personal income will likely rise around 9.5% in 1973 
despite a substantial increase in the social security 
tax. 

Demand for food and other consumer products in 
1973 will continue to expand strongly. Purchases of 
food, alcohol, clothing, shoes, and tobacco should be 
well above the 1972 level. Expenditures for clothing, 
shoes, and tobacco totaled $74.8 billion in 1972, 9'J1o 
above 1971. Purchases of food and alcoholic 
beverages increased 6.2% to $144.8 billion. 

Consumer outlays for food in the fourth quarter of 
1972 were at a $128 billion annual rate, an 8.3% 
increase over a year earlier. Expenditures for food 
will be around 7-8% higher in 1973, due to the increased 
quantity purchased and the continued rise in food 
prices. 

PRICES RECEIVED BY FARMERS 
~OF 1967 

120 

100 

ao~-L~~~LL~~_L~~~~~ 

1950 '54 '58 '62 '66 '70 '74 

!RINt0,111·-I)i:ll tCOHOWICIIUtM,CH S!RVIC! 

Retail prices of all food in 1972 advanced 4.3% over 
1971 with food at home increasing by 4.5%. Red meat 
products proved to be the major factor, increasing by 
10. 7%. Retail prices for all food may increase around 
6% in 1973. Livestock products will once again be the 
major contributor to the increase as supplies barely 
keep pace with burgeoning demand. 

Per capita food consumption also is expected to 
increase slightly in 1973 with larger consumption of 
animal products providing most of the increase. 
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Exports and Imports of 
Agricultural Products 

Strong export demand should continue at least in 
the first half of 1973 as sales commitments 
0stablished in 1972 are fulfilled. Total agricultural 
exports are expected to well exceed the $10 billion 
level for fiscal 1973, up from the 1972 record of $8.1 
billion. The outlook for fiscal 1974 is somewhat 
uncertain due to undetermined foreign production 
and demand, but ohould be high compared to most 
recent years. 

U.S. AGRICULTURAL EXPORTS: COMMERCIAL 
AND UN&ER GOVERNMENT PROGRAMS 

YEAR ENDING JUNE 30. 

U.S. agricultural exports in July-December 1972 
totaled a record $5.17billion, over one-third above the 
$3.81 billion forthesameperiodayearagowhendock 
strikes affected some movements. Higher prices 
accounted for one-third ofthe value increases. Grains 
and products were up $902 million and accounted for 
over two.-thirds of the total increase. Substantial 
increases also occurred for soybeans, cattle hides, 
variety meats, tobacco, vegetables, fruits, and nuts. 
Exports of cotton, dairy products, animal fats and 
vegetables oils were down from a year earlier. 
Exports of wheat and flour advanced to over 13.6 
million metric tons from the 8.0 million a year earlie; 
while feed grain exports rose to 16.2 million metric 
tons compared with 9.2 million for the same period in 
1971. The top market for both of these categories was 
the USSR, which took2.7millionmetrictonsofwheat 
and 1.9 million metric tons of feed grains in July­
December. Soybean meal exports were about 0.2 
million short tons below the level of a year earlier. 
However, higher prices raised the value over 16(/'b. 
Cotton exports were off to a slow start due to the small 
harvest a year earlier and a late 1972 harvest, but 
should increase, since 1972 production was up nearly 
3 million bales. Unmanufactured tobacco exports for 
July-December were up 77 million pounds over year­
earlier levels. U.S. exports of cattle hides, riding the 
crest of sharply higher prices, more than doubled to 
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around $178 million and accounted for most of the 
gain in animal products. 

U.S. agricultural exports, value of major commodities 

July-December 
Commodity ------r--- centage 

---------·-- _ _2!)_7_l__.i_l__97_2_'.........J'--c_h_a_ng_e_. 

Animals and animal 
products ...•......... 

Cotton ...........•.... 
Feed grains, excluding 

products ............ . 
Fruits ...•..........•• 
Soybeans .......•...... 
Tobacco, 

unmanufactured .•••... 
Vegetables •.•........•• 
Wheat and flour ..•.•.... 
Rice ....••.•.........• 
Other .........•.•..... 

T ota I ex ports ..•...•.. 

1 Preliminary. 

Million 
dollars 

493 
242 

506 
189 
701 

242 
99 

498 
127 
715 

3,812 

Million 
dollars 

585 
216 

909 
236 
816 

344 
118 
913 
209 
825 

5,171 

Percent 

19 
·11 

80 
25 
16 

42 
19 
83 
65 
15 
36 

U.S. agricultural imports in calendar 1972 rose 11% 
to $6.5 billion with more than two-thirds of the 
increase due to higher prices. The volume index 
advanced 4%. The July-December imports totaled 
$3.2 billion compared with $2.8 billion a year earlier. 

Competitive (supplementary) farm-product 
imports for 1972 totaled $4.2 billion, 15(fc, larger than 
the 1971 value. Volume increased by 9%. Livestock, 
meats, dairy products, fruits, nuts, vegetables, and 
wines accounted for most of the growth. Relaxation of 
restraints on beef imports in March and their 
suspension in July cleared the way for more imports. 

U.S. agricultural imports, value of major commodities 

Commodity 

Supplementary 
Animals and animal 

products ........... 
Fruits ............... 
Oilseeds and oil 
products ......•..•... 
Sugar and molasses ....• 
Tobacco, unmanufactured 
Vegetables ........... 
Wines and malt beverages 
Other ............... 

Total . ............. 
Complementary 

Bananas ............. 
Cocoa and chocolate ... 
Coffee .............. 
Rubber .•.•.........• 
Other ............... 

Total .............. 
Total Imports .......... 
1 Preliminary. 

July-December 

1971 

Million 
dollars 

783 
64 

86 
426 

83 
84 

109 
167 

1,802 

86 
104 
596 
106 
141 

1,033 
2,835 

1972 1 

Million 
dollars 

994 
78 

92 
421 

74 
119 
137 
215 

2.130 

95 
91 

690 
94 

153 
1,123 
3,253 

Per· 
centage 
change 

Percent 

27 
22 

7 
·1 

·11 
42 
26 
29 
18 

10 
·12 
16 

·11 
9 
9 

15 



Higher prices boosted the value of noncompetitive 
(complementary) imports 2% to $2.18 billion. Volume 
was up for bananas, roasted and ground coffee, cocoa 
products, essential oils, crude drugs, certain spices, 
and raw silk. Reductions occurred for cocoa beans, 
crude rubber, tea, carpet wool, and green coffee, 
although the latter two rose in value. 

The U.S. agricultural trade balance of $1.9 billion 
in July-December 1972 was nearly double the total for 
the same period a year ago. 

U.S. agricultural trade balance July-December 
1971 and 1972 

Item 

Million 
dollars 

Million 
dollars 

Percent 

Exports ..........•.... 
Imports .............. . 
Trade balance ......... . 

1 Preliminary. 

3,812 
2,835 

977 

5,171 
3,253 
1,918 

Supply and Use of Agricultural 

Commodities 

36 
15 
96 

Total use of agricultural commodities outpaced 
new production based on calendar 1972 statistics. 
Imports were running sharply higher, but not enough 
to prevent a drawdown of stocks. 

Exports accounted for almost all of the increased 
use, rising nearly 15% over 1971. Domestic use 
expanded slightly in spite of a 16% decline in military 
food use. Civilian food use continues to account for 
three-fourths of the total use while exports 
approached 16% of the total. 

Total agricultural production was essentially 
unchanged from a year earlier as small declines in 
livestock production were offset by increases in crop 
production. Increases in the production of cattle and 
calves and poultry could not offset sharp declines in 
hog production. However, increases in soybean and 
cotton production did offset declines in feed and food 
grains. 

While the use of livestock commodities remained 
near the 1971level, use of crop commodities rose3.5%, 
largely due to a 17% increase in crop commodity 
exports. 

Grain Demand Strong 

U.S. wheat supplies for 1972173 were 2.4 billion 
bushels, the largest since 1961162. However, 
prospects for record disappearance currently 
dominate the U.S. wheat scene. Exports, estimated at 
1,150 million bushels, will surpass the old record by 
almost a third. Huge shipments to the USSR, which 

alone will account for more than one third of the total 
wheat exports are the big factor. Sharply rising prices 
have cut into wheat feeding, although a substantial 
amount of the early crop was purchased at low 
harvesttime prices. Total wheat feeding is estimated 
at 225 million bushels. Total disappearance is 
expected to reach a record of nearly 2 million bushels, 
23% above the previous record, and result in a sharp 
drawdown in stocks to around 440 million bushels by 
the summer of 1973. 

WHEAT PRICES RECEIVED BY FARMERS 
$ PER au.------,,-----------,,---------., 

2.00 
1965/66 1966/67 1967/68 

1.60 

2.00 

1.60 

Wheat prices, reacting to the prospective record 
disappearance, rose from a harvesttime low of $1.32 a 
bushel to $2.38 in mid-December and January. Prices 
have eased but are expected to remain strong for the 
remainder of the season. 

In moves designed to assure adequate wheat 
supplies to meet the growing market demand, the 
U.S. Department of Agriculture has announced (1) 
the elimination of the required set-aside requirement 
under the 1973 wheat program, except for those 
producers who elect to participate in the voluntary 
set-aside, and (2) that no outstanding loans on wheat 
will be extended beyond current maturity dates. As 
of December 31, 1972, about 300 million bushels were 
under CCC loan. 

Firat reports of the 1973 winter wheat crop indicate 
a 1% increase in seeded acreage and a prospective 8% 
larger production. The January prospective 
plantings report suggested about a 15% increase in 
spring wheat plantings over last year. Since this 
survey was taken before the announcement of the 
elimination of the required set-aside requirement, a 
larger increase in plantings is expected. Currently 
there is every indication that a record 1973 wheat 
crop is in store, barring poor weather. 

The 1973 feed grain program, announced in mid­
December and altered in late January, provides the 
basis for increased plantings of feed grains and 
soybeans to meet expanding demand. The program 
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·rable 2.--Livestock, crop, ancl total farm commodities: Supply-use indexes by 
couponent and relationship of components to annual use, 1967-72 y 

Supply Use 
Domestic use Exports 

Ect Imports: 
Total Food Nonfood and Stocks Year procluc- ?) : ;J 
annual Seed :Total: ship-

tion use :Civilian:Military: and : Other ments 
feed ~ 

1967 
102:4 

.o o. 
1968 101.2 111.8 101.6 102.0 97.9 102.2 100.5 
1969 101.2 101.6 103.9 101.4 104.4 83.4 103.1 90.7 
1970 ;:o.ll 103.5 105.3 103.9 105.8 70.2 103.3 107.7 
1971 }.07 .6 106.7 99.4 106.1 108.B 62.9 10~.6 109.3 
1972 §) 106.1 113.0 103.9 109,0 10').8 53.2 106 .lr 125.6 

Livestock commodities (1967=100) 
1967 100.0 100.0 100.0 100,0 100,0 100,0 100.0 100.0 100.0 100.0 
1968 100.5 114.1 123.9 102.3 102.2 99.8 96.6 109.6 102.3 106.8 
1969 100.9 110.6 110.5 102.6 103.1 85.3 100.0 101.6 102.5 :.03. 9 
1970 103.4 114.2 95.8 104.5 105.8 71.6 102.0 91.2 104.tr 107.9 
1971 ~-06.2 102.9 102.4 106.9 108.7 CU:l 100.1 75.6 +o6.4 128.8 
1972 §_! 105.( n6.ro 99.7 107.1 109.3 50.9 10~.5 70.6 106.6 127.7 

Crop commodities (1967=100) 
1967 100.0 100,0 100.0 100.0 100.0 100.0 100,0 100.0 100.0 100.0 
196Cl 102.9 111.1 100.9 102.4 103.0 90.8 104.0 99.7 102.9 99.8 
1969 104.4 98.8 103.7 102.9 107.3 76.3 100.3 96.2 106.0 39.2 
1970 100.5 100.2 105.6 106.1 105.8 6lr.9 111.5 90.2 105.7 107.6 
1971 111)!. 10'7.9 99.3 lOG.o 108.9 67.2 113.8 91.4 108.3 107.1 
1972 7jJ 112.1 111.9 104.0 114.5 111.0 61.8 ll9.9 93.7 112.1 125.3 

ll.--AL'. fa.rr.1 commodities: Percentage of' annual use 5/ 
1967 89.9 11.0 -.9 100.0 ?4.'/ 1.'7 9~9 86.3 13.? 
1968 89.1 12.1 -1.2 100.0 75.0 1.6 )'.9 86.5 13.5 
1969 89.6 11.1 -.7 100.0 76.9 1.4 ').5 37.8 12.2 
1970 85.9 11.0 3.1 100.0 76.1 1.1 8.6 B5.8 1tr,2 
1971 91.?. 11.1 -2.3 100.0 76.6 1.0 8.3 85.9 14.1 
1972 §/ 27.5 n.t~ 1.1 100.0 75.3 .8 8.1 84.2 15.8 

Livestocl~ C<J!M!Odities: Percents.ge of annual use 
1967 96.3 4.5 -.8 100.0 90.2 2.3 2.0 3.1 97.6 2.4 
1968 94.6 5.0 .11 100.0 90.1 2.2 1.9 3.3 97.5 2.5 
1969 94.7 4.8 . 5 100.0 90.6 1.9 2.0 3.1 97.6 2.4 
1970 95.3 4.9 -.2 100.0 91.2 1.6 2.0 2.7 97.5 2.5 
1971 95.6 lr. 3 .1 100.0 91.'7 1.3 1.9 2.2 97.1 2.9 
1972 r:J 95.0 h.') .l 100.0 92.1 1.1 2.0 2.0 97.2 2.8 

Crop commodities: Percentage of annual use 
1967 88.1 12.6 -.7 100.0 33.8 .5 35.5 12.0 81.8 18.2 
1968 88.5 13.7 -2.2 100.0 34.0 . 5 36.1 11.7 82.3 17.7 
1969 89.4 12.1 -1.5 100.0 35.2 .4 37 .1-r 11.2 8!1 .• 2 15.8 
1970 83.5 11.9 4.6 100.0 33.8 .3 37.3 10.2 81.6 18.4 
1971 90.8 12.6 -3.1!. 100.0 3lr.1 .3 ?7 .li 10.2 82.0 18.0 
1972 §.! 8C.3 12.3 1.4 100.0 32.8 .3 37.2 9.3 80.1 19.9 

1/ Q,uanti ties weighted by constant farm prices. Domestic use allocated on the basis of value of proc­
essed products. Net concept excludes domestic use of feed and seed to avoid double counting of livestock 
products. On 50-State basis. gj Includes shipments from U.S. Territories. ;J Farm (other than live 
animals), commercial, and government program holdings. Section A: Derived by applying annual changes to 
January 1961 level to avoid inconsistent coverage. Section B: Data represent stock changes; negatives 
indicate stock increase; positives signify'withdrawals. ~Includes shipments to U.S. Territories. 
5/ Feed and seed omitted from all commodities to avoid double counting of use through livestock. 6/ Pre-
D.minary. -
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Stocks of grains 

Per-

Grain and January 1, January 1, cen tage 
position 1972 1973 change 

1973(72 

Million Million Percent 
tons tons 

TOTAL FEED GRAINS 
On farms' ........... 124 122 -2 
Off farms 2 ........... 52 49 -6 

Total .............. 176 171 -3 

Million Million Percent 
bushels bushels 

WHEAT 
On farms' ........... 694 507 -27 

Off farms 2 ........... 853 886 4 
Total .............. 1,547 1,393 -10 

SOYBEANS 
On farms' ........... 398 433 9 
Off farms 2 ........... 491 437 -11 

Total .............. 889 870 -2 

1 Estimates of tile Crop Reporting Board. 2 Including grain 
owned by Commodity Credit Corporation. 

Totals may not add due to rounding. 

contains two basic options. A 25% required set-aside 
option (reduced from 30%) provides the participant a 
payment of 32¢ per bushel for corn, 30¢ for grain 
sorghum, and 26¢ for barley on production from half 
the base acreage with no restrictions on 1973 feed 
grain acreage. A zero set-aside option (reduced from 
151!lo) provides the participant with a lower payment 
(15% for corn, 14% for sorghum, and 121Vtl for barley) 
but limits 1973 feed grain acreage to last year's level. 
The March 1 prospective plantings report, to be 
released March 15, should indicate the impact of the 
modifications as well as other changes in farmers' 
intentions. 

PRICES OF FEED GRAINS, HIGH-PROTEIN FEEDS, 
AND LIVESTOCK 

130 1----+---t----' 

120 f------1-----1-

110 

100~--~-----7---+----+-----=c:..:..:::.+-----i 

90L-~---~~~---~L-~---1-~---1-~---1-~---I 

1960 '62 '64 '66 '68 70 72 
YEAR BEGINNING OCT. 1 

Feed grain supplies for 1972/73 are placed at 246 
million tons, about 2% above last year's large volume. 

The crop of198 million tons was down 10 million from 
the 1971 record level. Prospects for increased acreage 
with a normal growing season point to a record 197::3 
crop. There is exceptionally strong demand both from 
domestic and foreign sources and feed grain prices 
received by farmers since October have averaged 251Yh 
above the low levels of a year earlier. Some easing in 
prices may occur by late spring as the supplies under 
loan are redeemed by farmers and the CCC actively 
markets grain. Carryover into 1973174 is estimated 
about a fourth below a year earlier. 

U.S. soybean supplies for the 1972173 marketing 
season are estimated at 1,348 million bushels, about 
6% above last season. With usage roughly equal to the 
1972 crop of 1,276 million bushels, supplies will 
remain tight and carryover next fall will again be at 
low levels. Soybean prices during September­
January averaged $3.56 per bushel and are expected 
to remain strong. Based on early January planting 
intentions, farmers will plant 49 million acres of 
soybeans in 1973, up5%fromlastyear. However, now 
that restrictions for feed-grain set-aside acreages 
have been relaxed and with plantings allowed on 
wheat set-aside, a further substantial increase in 
soybean acreage may occur. Thus, 1973/74 soybean 
supplies may exceed the record 1.46 billion bushels of 
1969170. 

COTTON PRODUCTION, USE, AND CARRYOYEI 
MIL. IALES* ---------=::-----------, a .. ,.,. 

Prodvctlen D Co~t•u•,HH 

1963 1965 1967 1969 1971 1973 

U.L DU1AJI11ffllll1 OP AOliOJlTUIII MIO. 1111 lt91-7J tal ICOMO.IC .IIIAKtf UaYICI 

The U.S. cotton outlook for the remainder of the 
1972173 marketing season is highlighted on the 
supply side by 1972's sharply larger production and 
on the demand side by much brighter export 
prospects. Exports are expected to total about 41/2 

million bales, up from 3.4 million last season. In 
contrast, domestic cotton mill consumption may be 
the lowest since the late 1940's, primarily reflecting 
increasing competition from man-made fibers as the 
result of last season's tight cotton supplies. With the 
1972 crop 29% above the 1971 level, the 1972173 
carryover will likely total about 4.7 million bales, up 
from last summer's 20-year low of 3.4 million. 
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Table 3.--SUpply-distribution and season average prices of selected major 

1::1 crops, 1969/70, 1970/71, 1971/72, and 1972/73 
'1:1 
(f) 
I 

I-' 
Total Season w : : Beginning : Imports : Produc- : : Domestic : Exports : Total : Ending : \J1 Item Unit average 

~ : : stocks : : tion : supply : use : : use : stocks : price y '-=! . . , . . . . 
&l 
el Feed grains 
:o> 
0(1 

>-< 1969/70 .......... : Mil. tons 50.2 0,4 177.4 22e.o 158.2 21.2 179.4 48.6 _g/1.15 : 
f~ 

1970/71 .......... : Mil. tons 48.6 .4 160,1 209.1 155.2 20.7 175.9 33.2 YL33 \0 : 
---'J 1971/72p ••••••••• : Mil. tons 33.3 .5 207.7 241.1f 165.7 27.3 193.0 48.4 y1.o8 w : 

1972/7Je ......... : Mil. tons : 48.4 .3 J.97. 7 246.4 177.2 33.2 210.4 36.0 YL29 
: : 

Wheat 
: 

1969/70 •••.•••••• : Mil. bu. : 816.7 3.2 1,lf42. 7 2,262.6 771.6 606.1 1,377.7 884.9 1.24 
1970/71 .•••..••.•• : Mil. bu. : 884.9 1.1 1,351.6 2,237.6 768.6 737.5 1,506.1 731.5 1.33 
1971/72p •••..•.•• : Mil. bu. : 731.5 1.0 1,617.8 2,350.3 85lf. 7 632.5 1,lf87 .2 863.1 1.34 
1972/Be .•.•••••• : Mil. bu. : f'63.1 1.0 1, 541~. 8 2,408.9 818.0 1,150.0 1,968.0 440.9 1.67 

: : 
Rice 

1969/70 •••••••••• ; Mil. cwt. : 16.2 .2 '?1.9 108.3 1/.35.0 56.9 91.9 16.4 4.95 
1970/71 •••••••••• : Mil. cwt. : 16.4 1.5 83.8 101.7 3/36.6 46.5 83.1 18.6 5.17 
197l/72p ......... : Mil. cwt. : 18.6 1.1 85.8 105.5 l/37.1 57.0 9lf,1 11.4 5.34 
1972/7Je ••••••••• : Mil. cwt. : 11.4 1.5 B5.2 98.1 6.60 

: : 
Soybeans 

: 
1969/70 •••••••••• : Mil. bu. : :::25.5 0 1,133.1 1,458.7 796.3 432.6 1,228.9 229.8 2.35 
1970/71 •••••••••• : Mil. bu. : 225).8 0 1,127.1 1,356.9 821>.3 433.3 1,258.1 98.8 2.85 
1971/72p ••••••••• : Mil. bu. : 98.8 0 1,176.0 1,271~.8 706.6 416.2 1,202.8 '?2.0 3.01 
1972/TJe ••••••••• : Mil. bu. : 72.0 0 1,276.3 1,348.3 3.49 

Cotton !f) 

1969/70 •••••••••• :2/ Mil. bales: (),5 ~.1 10.0 16.6 8.0 2.9 10.9 5.8 21.09 
1970/71 ........... :~ Mil. bales: 5.8 ~.1 10.3 16.2 8.1 3.9 11.9 4.3 21.98 
1971/72p ••••••••• : ~ Mil. bales: 4.3 ~.1 10.4 14.8 8.2 3.4 11.6 3.4 28.23 
1972/73e ••••••.•• :~ Mil. bale~ 3.4 ?j/.1 13.6 17.1 7.8 4.5 12.3 4.7 'J./26.8 

- - ---· --y Dollars per bushel, except cotton 1·r:1ich is cents per pouncl a:1d rice i·rhich is dollars per h1L'!clred1veigh.t. ?,J Price for corn. 
'lJ Inc1uc.es the f'ollo•:ing statis·<;ica.1 c"l.iscrepancies: 1969/70, 1. 9, 1970/71, 2.1. and 1971/72, 1. 7 r:ri.l. c1·rt. !:1 Procluction 
based on ginnings between _C..ugust 1 anc"l .;uJ.::r 31. '2) lf80 pound ;1et 1·reight bales. §} Includes city crop. 'J./ Average IJrice to 
Janucry 1, 1973, with no allow·ar.ce ?or 11nrec'!.ee;:J.ec. ::J..oans. 

1972/73 based on recent croll reports a11d oisappearance estimates. Details may not add to totals due to rounding. 
p. Preliminary. e. EstimE>.ted. 



U.S. tobacco supplies are about 3% below the 1971 
marketing year, primarily due to reduced beginning 
stocks offsetting the 2% larger 1972 crop. Tobacco use 
is expected to stay about the same as last season, but 
exceed the 1972 crop. Carryover at the close of the 
1972173 marketing year could decline slightly from 
last year's 3.5 billion pounds. Grower prices for flue­
cured tobacco averaged a record 85.3 ¢ per pound for 
the 1972 crop year. Burley tobacco prices have 
averaged slightly below last year's record high. With 
increased basic quotas for flue-cured and burley, total 
output this season should rise. 

PRICES RECEIVED BY FARMERS 
FOR SELECTED CROP PRODUCTS 

% OF 1967---,---,----...----r-----r---o 

140~----~----~--~----~-----4----~ 

Fruit 

120 --+--\/-... ---+---1-----1 
,/ 1 \. Vegetables ,-"/ 

i ..... I I /', . ., . ,-. •, 

1962 1964 1966 1970 1972 1974 

Record citrus supplies are in prospect despite 
serious freeze damage to oranges and lemons in 
California. Total U.S. orange production during the 
1972173 season is estimated at222 million boxes, 16% 
more than last season's output. While grapefruit 
supplies are down about 1 o/o from last year's record 
crop, lemon production is expected to be above the 
1972 level. Grapefruit prices have averaged close to 
year-earlier levels for most of the season, but have 
declined recently. Orange prices, except for 
California, have been below those of last season. 

Supplies of nearly all processed non-citrus fruit 
items are smaller than last year and in some cases the 
lowest in over 10 years. The tight supply situation 
and the higher raw product prices paid by most 
processors are reflected in higher retail prices. Fresh 
apple prices are slightly to sharply higher than a year 
ago as a result of a smaller total harvest last fall. 

The potential winter vegetable production from 13 
crops will likely be 4% less than in 1972, largely due to 
sharply reduced Florida winter tomato and sweet 
com acreage. Prices for the early part of 1973 may 
average moderately higher than a year earlier. 

The combined available supply of all the major 
processed vegetables, excluding tomato products, is 
slightly less than the moderate supply of a year 
earlier. With supplies of fresh potatoes the lightest in 

4 years, grower prices have been running more than a 
third higher than last year in the 3 major regions. 
Sweetpotato prices should hold above their 19nlevel. 
With export demand expected to hold fairly strong, 
dry bean prices should be generally well maintained 
or even show some further gain by mid-197::!. 

Output and Prices of Livestock 

Production of livestock and products in 19n 
averaged around the 1971 levels. Total livestock 
production was up a little at midyear, largely due to 
expanded poultry production, but pork output 
remained sharply down in the third quarter and 
poultry expansion slowed, resulting in a return to 
year-earlier levels in the second half. Prices received 
by livestock producers rose steadily throughout the 
year a.s consumer demand remained strong. For the 
year, prices received for livestock and products 
averaged around 15% above 1971. 

PRICES RECEIVED BY FARMERS FOR SELECTED 
LIVESTOCK AND LIVESTOCK PRODUCTS 

% OF 1967--,-----,------,--.....,----~-----. 

140~----+-----+-----1-----~----

Poultry and eggs 

120 !----+------'~/\ 
//I' ---------/ ', 

\ 

100+------11---.... ······~······ 

80 

1962 1964 1966 1968 1970 1972 1974 

The outlook for 1973 is for an expansion in total 
production with most of the increase to take place in 
the last part of the year. Pork production should rise 
above a year earlier by midyear and reinforce the 
steady expansion that is likely to occur in beef 
production. With consumer demand remaining 
strong, livestock prices will be firm but ease some 
after midyear. 

Fed cattle marketings this winter will continue 
larger than a year earlier. Producers plan to market 
7% more fed cattle in the winter. Marketings in the 
spring are expected to remain above last year's rates. 
This is in line with the9% largernumberofsteersand 
heifers on feed as January 1, in the weight classes 
that normally account for half the marketings in the 
spring. However, cow beef production will increase 
little if any and cattle slaughter weights will be 
lighter. Steer prices advanced sharply in January to a 
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record monthly average of $40.42 per 100 pounds for 
Choice steers in Omaha. This was l:l'Ph above a year 
ago. The fed cattle market is expeeted to continue 
near recent levels in coming months with prices 
averaging above 1972 levels. 

STEER AND HEIFER BEEF PRODUCTION AND PRICES 
POUNDS* ;f\LLAR 

I 
22 33 

20 30 
I : _, 

• I 
l ... /'•.. ,...,.,.-
' ~ ' ' \ I \,.1 I•J Price per cwt.O 

'! \ : • 
\ I 

'~ 

18 

16 

27 

21 

12 18 
1960 '61 '62 '63 '64 '6.5 '66 '67 '68 '69 '70 '71 '72 

U,L DU1AITM!HT 0, AOIIICULTUII! 

.l'lriiOIATI'O ('QIIJII'II'CIA1. I'IIOOUCTION, 
OcHOICI' J71'1'11J AT Oo.tAH .... 

HI!O. ~IU H7l· IJ Ill lCOHOIUC IIUII!A111CH llltVICI 

Hog slaughte rates m the first half of 197::! will be 
slightly below year-earlier levels as the number of 
market hogs on farms on December 1 was down ::!'Yr,. 
In the second half, slaughter will refleet the 6% 
prospective increase in December 1972-May 197:3 
farrowings. The 7-market average price for barrows 
and gilts in January was$:32.65per100pounds,$7.81 
above a year ago. Given the prospeetive tight pork 
supplies in the first half of 197::! and increased 
supplies in the second half, prices are expeeted to 
average above year-earlier levels through mid-197::! 
and below year-earlier levels for the remainder of the 
year. 

CHANGES IN HOG PRICES AND PORK PRODUCTION 

60~~·-+-4~+--+-

20 

0 

-20 

*UIIII'OWI 1.110 gJUJ AT P" .. AIIill'lrl, 

HlQ, .IIU 1110• 1l r1 J ICOHOMI( llllloUCli IIIIVICI 

With the beginning sheep and lamb inventory in 
197:3 smaller than a year ago, slaughter rates will be 
below last year. Lamb prices, which held up well in 
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1972, are expected to continue above a year-earlier in 
the winter and spring. 

Broiler output will lag year-earlier levels in late 
winter and early spring. The feed market, somewhat 
uncertain due to program modification, will likely 
dietate the eggs set and chicks placed in the spring 
and summer and thus affect output in summer and 
fall. Broiler prices will likely continue strong and 
average above year-earlier levels in the spring and 
summer. 

1971;70 

1972/71 

Change from a year earlier in livestock-feed 
price ratios 

Beef 
Year steer- Hog- Broiler-

corn corn feed 

Pet. Pet. Pet. 

I .... -13.5 -48.9 -12.9 
II .... -8.3 -39.9 0 

Ill .... 15.8 -9.5 7.1 
IV .... 41.7 57.0 4.0 

I .... 35.1 82.5 11.1 
II .... 29.4 79.8 -3.4 

Ill .... 12.1 56.6 6.7 
IV .... -9.6 16.3 3.8 

Milk-
feed 

Pet. 

-5.1 
-5.3 
-1.8 
3.9 

8.3 
6.9 
4.2 

-5.9 

Egg output will be down sharply early in 197::1, but 
may approach the 1972 levels by the 'end of 197::1. 
Depressed egg prices during most of 1971 and 1972 
caused producers to reduce laying flock size which as 
of January 1, 197:3, was 6% below a year earlier. 
Prices have continued strong early this year and will 
continue well above the depressed levels of 1972 
through the summer. 

Turkey meat output during the seasonally light 
production months of the first half of 197:3 is expected 
to be up 15% from year-earlier levels. Producers in 20 
major producing States as of December 1 reported 
intentions to raise 4% more turkeys in 197::! than in 
1972. Turkey prices will average above 1972 in the 
winter and spring as demand remains strong in an 
environment of increasing disposable incomes and 
relatively high red meat prices. 

Milk production in 197:3 will likely be under the 120 
billion pounds of last year, as higher feed costs and 
below-average-quality forage will slow gains in milk 
output per cow and likely intensify herd culling. Milk 
prices received by farmers are expeeted to rise around 
4-5% from the average of 1972, assuming the dairy 
support level continues at 751!1cJ of parity and there is 
no change in Federal milk order pricing. 

Grower prices of shorn wool are up sharply from a 
year ago and probably will continue strong during 
the spring and summer months. 



Table 4.--Production and prices received by farmers for 
major livestock and livestock products, 1970, 1971, 

1972, and fourth quarters of 1971 and 1972 

Annual l!'dUrth quarter-
Item Unit 

19'70 19'71 19'72 !/ 1971 1972 y 

Production gj : 
Beef and veal ••.•••• : 
Pork .. ..........• (· .. : 

Mil. lb. 
Mil. lb. 
Mil. lb. 
Mil. lb. 
Mil. lb. 
Mil. lb. 
Bil. lb. 

22,273 
1? 4-:::>C. --..J' ..)-.J 

Lamb and mutton •..•• : 
Chickens •••••••...•• : 
Turkeys • .•...••••••• : 
Eggs • •••.•••••••••.• : 
Milk • .....••........ : 

Prices receive~ by 
farmers 

551 
8,()1So 
J_, 757 
9,1D9 
117.1 

27.10 29.00 33.:?0 :?9.80 33.80 Cattle ••.•.•.••••••• : Dol./ cwt. 
Hogs •••••••••••••••• : Dol./cwt. 
Lambs ••••••••.•••••• : Dol./ cwt • 
Broilers •••••••••••• : Ct./lb. 
Turkeys ••...•.•••.•• : Ct./lb. 

2)22.70 
26.40 

l.}17o50 l./:?5.20 19.30 27.90 
22-.70 23.10 25.90 :?5.30 

l./13.6 l./13.7 l./14.2 12.5 J_l ~.1 

22.6 2:?.4 23.0 22.1 22.:? 
Eggs • • • • • . • • . • •••••• : Ct ./do z • 2/39.1 l./')1 4 .) . l./30.8 31.0 37.0 
All milk (sold to : 
plants) •••••••••••• : Doi./cwt. 5.71 5.87 6.09 C.15 6.51 

~ Preliminary. ~ Data for 50 States except where noted. Carcass weight 
production for red meats; ready-to-cook for poultry, and shell-weight for eggs. 
1J Data for 48 States. Commercial slaughter only. J:j Based on monthly data. 
~ Marketing year average December-November. 

Kecord Farm Income 

Farmers ended 1972 with record farm incomes. 
Strong domestic demand for livestock and huge grain 
exports led to sharply higher farm prices and 
marketing receipts. 

For 1972, gross farm income was around $661/2 
billion, up more than $6 billion from 1971. Most of the 
gain came from the surge in cash receipts from farm 
marketings, although government payments rose by 
almost $1 billion. Production expenses rose at a 
slightly faster rate than in 1971, to just over $47 
billion. Still, the rise in income was much sharper and 
realized net income in 1972 was a record high of$19.2 
billion, up around $3 billion from 1971. 

Some easing in net farm income from the record 
1972 level appears likely in 1973. Farm prices will 
probably remain high, particularly in the first half of 
1973, but in the latter part of 1973 they may average 
around year-earlier levels. Marketing receipts are 

expected to be up around $5 billion, with the gain 
evenly divided between livestock and crop sectors. 
The volume of livestock marketings will be up, 
particularly after midyear as hog supplies expand. 
Crop marketings in calendar 1973 will reflect record 
1972173 crops, as well as government program 
decisions and export developments during the 
1973174 marketing year. In contrast to 1972 when 
government payments rose sharply, payments will 
be lower in 1973. 

Although gross farm income will increase around 
$8V2 billion over 1972, production expenses will likely 
continue to rise and may offset this anticipated gain. 
As a result, realized net farm income in 1973 may be 
just below $19 billion, the second highest on record. 

Farm Inputs 

Prices paid by farmers for production items, 
interest, taxes, and wage rates rose around 6% in 
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1972. Among production items which increased 5.7'Yo, 
the largest advance was for feeder livestock which 
showed an 18')'(, increase in price over 1971. Interest 
expenses increased 9.4%, while taxes and wage rates 
advanced around 5WVr,. 

In 197::3 farm production expenses will continue 
their long-time rise and will likely outpace increases 
in gross farm income. 

PRICES OF SELECTED FARM INPUTS 
% OF 1950·-.--,..---~----,---.---~-~-~ 

250~--+---4---~-

200 !-----+---+-

U,l. D!,.AIITIIUH 0~ AOAICULTUU 

Farm wage rates (per hour without board or room) 
advanced about 9% from a year earP.er to $1.98 on 
January 1,197::3. Wageincreasesoccurredinallareas 
of the country, led by a 15% rise in the South Atlantic 
States. The East South Central and Pacific regions 
experienced increases of 9-9112%. 

Fertilizer use set a record 41.3 million tons in the 12 
months ended June 30, 1972. On a plant nutrient 
basis, however, the consumption of nitrogen and 
phosphate both dipped slightly as potash increased. 
A combination of competitive forces and price 
controls kept price changes slight in 1972 at both the 
producer and retail levels. Prices for nitrogen and 
potash are expected to be firm or edge slightly higher 
in 1973 while phosphate will likely exceed the price 
ceiling which was in force until mid-January. 

The Farm and Industrial Equipment Institute 
reports that retail sales of farm tractors through 
November 1972 were up 20%, although sales in 
November declined 2.4% below a year earlier. Record 
farm incomes and strong demand for grains and 
soybeans are the main ingredients in the surge in 
tractor buying. 

Retail sales of farm machinery other than tractors 
through November 1972 were mixed with the largest 
decline noted for corn pickers. Only balers and 
mower-conditioners showed significant increases, 
12% and 8% respectively. In November, machinery 
sales showed some strength as only corn heads 
declined. 
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With farm income in 1973 expected to bethesecond 
highest on record and government programs 
encouraging expansion of acreage for wheat, feed 
grains, and soybeans, sales of farm tractors and 
machinery should remain firm. Phase III may hold 
the key to the real nature of the market since it will 
impact on interest rates and tractor and machinery 
·,:~rices. 

The per acre value offarmland increased 10% in the 
year ended November 1, 1972. This sharp increase 
reflects 2 years of highly favorable farm income, 
readily available credit, a slight downturn in the 
quantity of land offered for sale, and continuing 
strong nonfarm demand. Value increases in 1970 
and 1971 averaged 3% and 5% respectively. The 
largest value per acre increases occurred in the 
Southeast and Appalachian regions with the Pacific 
region lagging far behind. The availability of long­
term loans, together -vvi.th farm income developments 
and inflation in the general economy, will be 
important factors affecting per acre values in 1973. 

CHANGE IN AVERAGE VALUE OF FARMLAND PER ACRE 

n•Sf" 011 IHOf~ HU"H~I Of 
*Y'Ur,t Olll< ~t~ HPl 
A Yt .. Gt IH(~(AIC 10~ 14.0Ht 
~.~ .. , ... .......... ~,,., .. 
:~!':~:~:~ '.~:v~"""' IlL ... ,, 

tHO h<Of ~ lf(~OifftU •Oif rlOIIIO• 



Total farm debt, excluding CCC loans, roseto$70.1 
billion as of January 1, 1973-an increase of $51/z 
billion, much the same as the previous year. The need 
to acquire equipment to expand operations has 
resulted in a $2.9 billion increase in non-real estate 
debt, about one half of the total farm debt increase. 

Although the favorable conditions for farm income 
and consumer demand are partially offset by the 

FAIM DEIT 

• JT•T•a. •.c'L.IItll CCC &.OAHJ. "'J ,lt.&.IIIIMAIY. llt74 'lffU.CJ'••· ....... U WJAI!I, f. 

UoL DI,_.TMIJIT OP .t.OitiCULTU .. 'u:o. IU "'·71( II ICOMOIUC HUAICM 11•..cl 

trends in interest rates, the 1973 outlook is for total 
farm debt to expand by about the same amount as in 
1972. The growth should be about equally balanced 
between the types of debt. 

Timber Products 

Lumber, plywood, and pulpwood production and 
consumption in 1972 were up sharply. This reflected 
the increase in housing production and expanded 
activity in other major timber products markets such 
as nonresidential construction, manufacturing, and 
shipping. Prices of most timber products also rose 
sharply in 1972. Data available from trade sources 
indicate that these rising trends will continue in early 
1973. Stumpage prices have followed the upward 
movements in product prices. 

The demand for softwood lumber and plywood may 
drop somewhat in 1973 if housing production falls off 
as expected. This may lead to declines in the prices of 
some timber products, particularly softwood lumber 
and plywood. However, prospective increases in 
general economic activity, population, and income 
indicate that continued growth in timber demand in 
other markets may largely offset the effects of a 
housing slowdown. 
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Table 5.--General economic activity 

(Quarterly data at seasonally adjusted annual rates) 

Year : 1972 
Item 

Year 
1971 1972 y : __ I_I ___ I_I_I ___ Dl-.Y--

Billion dollars 

Gross national product ••••• : 1,050.1~ 1,152.1 1,139.4 1,164.0 1,195.8 

Gross national product : 
(1958 dollars) •••••••••••• : 

Disposable personal income.: 
Personal consumption 
expenditures •••••••••••••• : 
Du.rable •• •••••••••••••••• : 
Nondurable ••••••••••••••• : 
Ser-vices .••.•.•.••••••.•• : 

Personal savings ••••••••••• : 
Net government receipts •••• : 
Government purchases ••••••• : 

FeCteral . ....••••••.••.... : 
State and local •••••••••• : 

Deficit or surplus (on 
income and product : 
accounts) ..•.......... ..•. : 

Gross private domestic 
investment •••••••••••••••. : 
Fixed investment ••••••••• : 

Residential •••••••••••• : 
Nonresidential ••••••••• : 

Cha.nge in business in-
ventories ••••••••••••••• : 

Gross retained. earnings •••• : 
Excess of investment ••••••• : 
Net exports of goods and 

services .............•.... : 
Per capita disposable 
personal income (1958 : 
dollars) ••.•...••••••••.•. : 

Total civilian employment 
(millions)~ ••••••••••••• : 

y Preliminary 

741.7 

7'-t'-~.4 

66'-~.9 
103.5 
278.1 
283.3 
60.9 

215.9 
232.8 
97.8 

135.0 

-16.9 

152.0 
1'+8.3 

42.6 
105.8 

3.6 
109.9 
-42.1 

2,679 

79.1 

~ U.S. Department of Labor. 

U.S. Department of Commerce. 
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795.1 

721.1 
116.3 
299.5 
305 .l~ 

5'-!-.8 
248.6 
251~. 9 
105.9 
1~-8. 9 

-6.2 

180.2 
171-1-.3 

53.9 
120.4 

5.8 
123.7 
-56.3 

-1~.1 

2,771 

81.7 

713. !~ 
113.9 
297.2 
302.4 

50.1 
247.3 
25'+.1 
108.1 
11~6 .o 

-6.9 

177.0 
172.0 

52.8 
119.2 

5.0 
124.8 
-52.2 

-5.2 

2,739 

81.4 

796.1 

798.8 

728.6 
118.6 
302.0 
3013.0 

50.8 
253.1 
255.6 
105.4 
150.2 

-2 .L~ 

183.2 
175.2 

54.4 
120.7 

8.0 
125.1 
-58.1 

-3.4 

2,773 

82.0 

812.4 

828.4 

746.2 
121.5 
310.4 
311~.3 
62.4 

260.3 
104.5 
155.8 

192.4 
182.4 

56.8 
125.6 

10.0 

-3.0 

82.6 



GENERAL ECONOMIC SITUATION 

The economic recovery which began in early 1971 
continued in 1972 with gross national product up9.7'PfJ 
over 1971. With increasing consumer demand leading 
the way in the first half of 1972, the economy broke 
out of its sluggishness, and a balanced period of 
growth occurred in the second half of 1972 with all 
sectors of the economy mutually reinforcing. 

With consumer demand strong, nonresidential 
fixed investment surged upward by 13.8%fortheyear 
after some midyear sluggishness. As personal 
consumption advanced at an 8.5')'fJ rate, led by 
increases in durable goods expenditures of 12.4'!ih, 
inventory accumulation quickened in the second 
half, indicative of some maturity in the recovery. 
With industrial production in 1972 up 6.8%, 
unemployment dropped to 5.2% by December, 
averaging 5.6% for the year. Disposable income was 
up 6.8% over 1971. The rate of inflation, the money 
supply, the Federal deficit, and the trade deficit 
appear to provide the uncertainty for 1973. 

1969 1970 1971 1972 1973 1974 
*Je'.UOHALLY AOJUHI!D, 

l/,S, DfPAIIT~fHT 0, ACAICULTUA! NeO.fRSU16-1)!1! !CONOr,jl(llfUAR(HHII\11(! 

The international monetary situation remains 
unsettled and prospects for U.S. trade are uncertain. 
Efforts to stabilize international monetary 
relationships will have an important bearing on 
developments in the U.S. economy. 

Year of Decision 

The question for 1973 is not which direction the 
economy will be going, but rather how fast it will 
expand and for how much longer. The question of 
speed may be answered by midyear, while the 
duration may be determined in 1974. 

Although the balance within the 1972 economy was 
not indicative of full maturity "in the recovery cycle, 

Major GNP components, change from previous quarter 

Item 

Total change In GNP .... . 
Consumption ........ . 
Private nonresidential 

fixed investment .. 
Housing ..•.......... 
lnventory 2 ••••••••••• 

Net exports ......... . 
Government ......... . 

II 

Billion 
dollars 

30.3 
17.3 

3.1 
1.2 
4.6 
·.6 

4.7 

l 
1972 

Ill 

Billion 
dollars 

24.6 
15.2 

1.5 
1.6 
3.0 
1.8 
1.5 

1 Preliminary. 2 See footnote text table below. 

l IV 

Billion 
dollars 

31.8 
17.6 

4.9 
2.4 
2.0 

.4 
4.7 

short-term interest rates have begun to rise in 
response to increased capital investment and 
inventory accumulation. Whereas residential 
construction and consumer demand provided the 
impetus in 1972, capital and inventory investment 
should play that role in 1973. According to recent 
surveys, investment in new plant and equipment 
may increase 11-14% in 1973. Consumer demand will 
remain strong, but could be dampened somewhat by 
sharply nsmg prices and the past year's 
unprecedented sharp increases in installment credit. 
The rate of new housing starts will gradually decline 
as it must compete with manufacturing for·factor 
resources, thus driving up wages and other 
construction costs. 

Phase III controls may face inflation of the 
demand-pull variety in mid-1973 after battling higher 
food prices early in the year. The pressures on Phase 
III controls will be intense periodically as 
approximately 4. 7 million workers will be involved in 
wage negotiations in an environment of expanding 
markets, declining unemployment, and slowing 
gains in labor productivity. As excess plant capacity 
shrinks, an even greater burden could be placed on 
the controls. 

Consumer savings will receive a boost in early 1973 
as tax refunds, swelled by overwithholding in 1972, 
are held for a time and spent gradually over the year. 
Disposable income is expected to increase at a faster 
rate than in 1972 in spite of increased social security 
taxes. 

Based on the recently proposed 1974 Budget, the 
Federal deficit will get a large amount of attention 
throughout calendar 1973. 

The expansion in 1973 will be accelerated in most 
respects, but the question of duration will likely be 
answered in 1974, when policy makers attempt to 
slow the economy for smooth transition into a full­
employment economy on a long-term growth path. 
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GNP and final sales, change from previous quarter 

Year 

______ T ______ ------~ 
lnven-

GNP Final tory 
sales change 1 

Billion Billion Billion 
dollars dollars dollars 

1969: .. 16.8 17.9 ·1.2 
II .. 16.5 15.4 1.2 

Ill .. . .. 18.2 15.7 2.5 
IV 7.2 12.3 -5.1 

1970: 9.1 13.0 -4.0 
II 13.7 9.1 4.8 

Ill .. 14.6 14.7 -.1 
IV .. 3.4 3.9 -.5 

1971: I .. 33.7 34.4 -.8 
II .. 19.6 17.9 1.7 

Ill 13.9 19.2 -5.3 
IV .. 21.2 20.8 .4 

1972: I 31.0 32.2 -1.3 
II .. 30.3 25.8 4.6 

Ill 24.6 21.6 3.0 
JV2 .. 31.8 29.9 2.0 

1 Represents the difference in the change in business inventories. 
For example, the change in business inventories In the fourth 
quarter of 1972 ($10.0 billion) Jess the change in the third 
quarter of 1972 ($8.0 billion) equals plus ($2.0 billion). 
2 Preliminary. 

Phase Ill Controls 

With the wholesale price index increasing 4.6% in 
1972 and at least 4. 7 million workers with contracts 
up for renegotiating in 1973, Phase III controls will 
likely come under severe tests throughout the year. 

The Phase II controls came to an abrupt end when 
the Administration abolished the Price Commission 
and Pay Board in favor of "voluntary cooperation of 
the private sector in making reasonable price and 
wage decisions." Under Phase III, the guidelines for 
wage and price increases will be developed by the 
Federal Government with the advice of management 
and labor. Mandatory controls were retained for 
wage and prices in food processing and retailing, 
construction, and health care. However, the 
Administration requested Congress to extend the 
Economic Stabilization Act for another year and give 
them the authority to re-establish mandatory 
controls in situations where increases are clearly out 
of line. This has been called "the stick in the closet" 
by Treasury Secretary George P. Schultz. 

Consumer Spending Supports Expansion 

Although the savings rate increased sharply in the 
fourth quarter, personal consumption expenditures 
increased $56.2 billion in 1972, an 8.5% increase over 
1971 compared with the 7.8% increase the preceding 
year. For the year, expenditures for nondurables and 
services increased about 7.7% and durable 
consumption was up 12.4%. 
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For 1973 the consumer may not be as eager to carry 
the burden of providing the major impetus for the 
boom. Although the capability to do so will be 
provided by increasing wages, higher employment, 
and large tax refunds, their willingness may be 
somewhat dampened by the end of Phase II and 
inflationary expectations in such key areas as food. 
In addition, the impact of the unprecedented increase 
in the use of installment credit in 1972 and the 
resultant sharp increase in consumer's outstanding 
installment debt may be felt early in 1973. Demand 
will remain. strong but the rate of expansion will 
probably slow as the year progresses. 

Major personal income components, change from 
previous quarter 

1972 
Item 

JV 1 

Billion Billion Billion 
dollars dollars dollars 

Personal income ••• 0 •••• 15.1 17.8 34.4 
Wages and salaries ...... 12.5 10.3 17.7 

Manufacturing ....... 5.3 2.5 7.3 
Nonmanufacturing ... 5.5 5.1 7.4 
Government ........ 1.7 2.7 3.0 

Other Income ......... 1.8 6.1 6.7 
Transfer payments 0 •••• 1.4 2.1 10.8 
Social Insurance 

payments (minus) ••• 0 .5 .7 .7 
Personal tax payments .... 3.0 1.6 4.8 
Disposable personal Income 12.1 16.2 29.6 
Personal outlays ........ 17.6 15.5 18.0 
Personal savings ......•.. -5.6 .7 11.6 

1 Preliminary. 

Housing May Slow 

Expenditures for residential structures totaled 
$53.9 billion in 1972 reaching $56.8 billion on an 



annual basis by the fourth quarter. The strength 
shown in the housing sector may not have been as 
surprising as it seemed since fixed business 
investment, the prime competitor of the housing 
sector for factor resources, showed some midyear 
sluggishness in responding to the expansion. While 
GNP advanced 4.9% from the first to the third quarter 
of 1972, nonresidential investment advanced only 
4%. This differential indicated that the 
manufacturing sector was not putting heavy 
pressure on the available factor resources, thus 
giving the housing sector an opportunity to prolong 
its growth. However, preliminary fourth quarter 
figures indicate that the situation has changed as 
nonresidential investment increased 4.1% from the 
thirll quarter, compared to a GNP increase of 2.7%. 
With the differential in long and short-term interest 
rates expected to narrow, residential construction 
investment will likely weaken noticeably around 
midyear 1973. The suspension oflow-incomehousing 
subsidies should not affect the currently ongoing 
projects and thus will have little impact until late in 
the yeal'. 

Investment Remains Strong 

Investment in producers' durable equipment 
provides a key indication that a boom is in sight. This 
category of investment increased by 16% in 1972, 
providing impetus for increased production, 
employment, and inventory investment in the 
manufacturing sector. In real terms, producers' 
durable equipment investment rose by 13.5%. 

CORPORATE PROFITS AND PLANT AND 
EQUIPMENT EXPENDITURES 

• 'BEFORE TAXES. .6. AN T/("11'.1 l[/:1, J['IJONAU,. Y AOJVHlO ANNUAl IIA Tl. 
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Inventory investment, which was slow prior to 
midyear 1972, has expanded rapidly and reached a 
level of $10 billion by the end of the fourth quarter. 
Inventory accumulation typically speeds up during a 
recovery period, and this potential source of growth 
will probably be tapped in 1973. 

Government Receipts and Expenditures 

Government expenditures grew 9.5'1h in 1972, as 
State and local Governments expanded their 
expenditures somewhat faster than the Federal 
Government. With the growth in Federal 
expenditures due for further slowing and with 
revenue sharing increasing, the outlook is for State 
and local Governments to increase expenditures 
much faster than at the Federal level, perhaps at a 
faster rate than the 10.3% increase in 1972. 

Federal purchases of gocds and services increased 
8.3% in 1972, reflecting the sharp slowdown in the 
second half of 1972. The principal factor has been the 
steady slowing in the increase of national defense 
expenditures. 

The proposed Budget presented in January by the 
President indicates that the rate of growth in Federal 
expenditures will be maintained at about last years' 
level. Total proposed Federal expenditures for 1974 
will increase by 7.6% over fiscal 1973, compared to 
increases of 9.7% and 7.7% in fiscal years 1972 and 
1973, respectively. The proposed expenditure level for 
fiscal 197 4 is set at $268.7 billion. 

INCOME AND EXPENDITURES 

OCIL'ClUO[liNT!:IIOJ PAlO Ill' CONJ(JJ<CIIJ ... HO I'[II'JON"l tRANJII'(II l',o.r,.[NTJ TO I'OIICIC:N(IiiJ. 
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Employment and Income 

With real output increasing in 1972, employment 
rose 3.3%. The labor force expanded almost as fast as 
employment, resulting in an unemployment rate 
which remained stable until mid-1972. The bulge in 
the labor force resulted largely from a sharp increase 
in the number of women entering the labor market. 
Unemployment for the year averaged 5.6%, but the 
monthly rate declined to 5.2% in November and 
December. With the unemployment rate in January 
1973 at 5%, it seems certain that unemployment will 
average well below the 5.6% of 1972. 

Average hourly earnings of production or 
nonsupervisory personnel were $3.78 in January, an 
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PER CAPITA DISPOSABLE INCOME 

3.5 

1968 1969 
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increase of6lfz% over a year ago. Because of a decrease 
in the actual workweek, and the gain in average 
wages, weekly earnings rose 6.2'!-"h over January 1972. 
As a result of the large wage increases and smaller 
increases in prices, real spendable earnings made one 
of the largest gains in nearly a decade. 

Disposable personal income increased $29.6 billion 
in the fourth quarter and for the year averaged 6.8% 
above 1971. The rate of increase will likely accelerate 
in 1973. 

Price Indexes Surge Upward 

The three major price indices displayed a common 
upward surge in 1972, although of different degrees. 

The wholesale price index for 1972 rose 4.6% with 
farm products recording a 10.7% increase. 

With an advance of 3.4% in the fourth quarter over 
the previous quarter, the CPI recorded a 3.3% increase 
in 1972 over 1971. This increase, relative to increases 
in the wholesale price index, indicates that strong 
price pressures in the early part of 1973 will test 
Phase III. 

The implicit gross national product deflator, at a 
seasonally adjusted annual rate, was 3% above the 
1971 level. 

As output expands and excess capacity becomes 
more fully utilized, price pressures will build in 197:3. 
The extent of the 1973 price increase, which will 
depend on Phase III, wage negotiations, and 
consumer attitudes, may be around 31/z%. 

Money Markets 

The money stock, which consists of demand 
deposits plus currency, increased 8.2% from 
December 1971 to December 1972. The monetary 
base, which dictates the growth in the money stock, 
increased 8.3% in 1972, compared with a trend growth 
rate of 5.8% from late 1966 to late 1971. Over 60% of 
this increase in the base was attributed to Federal 
Reserve credit which is composed of holdings of 
government securities and Federal Reserve loans to 
member banks. Some tightening in money supply is 
indicated for 1973 as the Federal Reserve Board 
raised the discount rate from 4.5% to 5.0%, effective 
January 15, thus closing the gap between the 
discount rate and returns on loans made by member 
banks. 

Table G.-Consumer Price Index (1967=100) 
-----------------------~----

January . . . 

Year and 
month 

1972 
. . . . . . .... ... . . 

February . . .......... . . . . ... 
March . . . . . . - .. .... . . - ... . . 
April .. . . . . . . . . .... . . . ..... 
May . . . . . . . . ....... ....... . . 
June . . . . . . . . . . . . . - . ..... . . 
July . . ..... . . . . . . . . . .... . . 
August. ..... . . . . . . . . . . . .... 
September . . . . . . . . . . . . . . .. . . 
October • • • • • • • • • 0 ••• •• 0 •••• 

November ... . . . . . . . . ..... 
December • • 0 •••••• .......... 
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All item 
index 

s 

196 7= 100 

123.2 
123.8 
124.0 
124.3 
124.7 
125.0 
125.5 
125.7 
126.2 
126.6 
126.9 
127.3 

Change from Change from 
previous Change from previous Change from 
month year-ago Food index month year ago 

annual rates annual rates 

Percent Percent 1967=100 Percent Percent 

l.O 3.4 120.3 0 4.2 
5.9 3.7 122.2 19.0 5.4 
1.9 3.5 122.4 1.9 4.6 
2.9 3.4 122.4 0 3.9 
3.8 3.2 122.3 -1.0 3.5 
2.9 2.9 123.0 6.8 3.2 
4.8 3.0 124.2 11.8 3.7 
1.9 2.9 124.6 3.8 3.8 
4.8 3.3 124.8 1.9 4.8 
3.8 3.4 124.9 l.O 5.0 
2.9 3.5 125.4 4.8 5.4 
3.8 3.4 126.0 5.8 4.7 
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The effects of wage-price controls may be just 
wearing off, as short-term rates are now increasing 
sharply, although they remain below averages of 
recent years. Three-month Treasury bill yields 

averaged around 5.3% in January compared with 
3.4% in January 1972. Interest rates on highest grade 
seasoned corporate bonds averaged around 7% in 
December, little changed from the early part of 1972. 
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THE FARMER AND THE BUDGET 
(The 1974 Agricultural Budget) 

For two years the Federal Budget has provided 
substantial fiscal stimulus to move the economy 
toward full employment. For fiscal 1974, the 
Administration has proposed a Budget to Congress 
which is designed to limit inflation while 
maintaining full employment with no tax increases. 
The new Budget estimates a 7. 7% increase in Federal 
expenditures in the current fiscal year and proposes 
to maintain this rate of increase in fiscal 1974. The 
rate of increase in total revenues will, however, 
accelerate sharply. Total revenues in fiscal197a are 
estimated to rise by 7.9% while the proposed increase 
for fiscall974 is 13.8%. Much of this increase is due to 
expected growth in individual and corporate incomes 
in 1973 and 1974 and to legislative changes in social 
insurance taxes and contributions. The net impact of 
the Budget is to reduce the Federal deficit by nearly 
50% from fiscal 1973. 

The Budget for fiscal 1974 proposes to reduce the 
proportion of Federal outlays going to Defense, 
Education, Agriculture, Commerce, and Veterans 
benefits, while increasing the share to Health. The 
proportion of the outlays going to the other major 
functions are roughly equal to the fiscal 1973 
distribution. 

Percent distribution of Budget outlays 
by function 1 

Function 
1972 

actual 

Percent 

National defense . . . . . . . . 33.8 
Income security . . . . . . . . . 28.0 
Interest . . . . . . . . . . . . . . . 8.9 
Health . . . . . • . . . . • . . . . . 7.4 
Commerce . • . . . . . . . . . . . 4.8 
Veterans . . . • . . . . . . . . . . 4.6 
Education . . . . . . . • . . . . • 4.2 
Agriculture . . . . . . . . . . . . 3.1 
General government . . . . . 2.1 
Community and 

housing . . . . . . . . . . . . . . 1.9 
International . . . . • . . . . . . 1.6 
Space . . . . . . . . . . . . . . . . . 1.5 
Natural resources .•...•.. 
Other* ............... . 
Total outlays2 •••••••••• 

1.6 
·3.4 

100.0 

30.6 
30.4 

9.1 
7.2 
5.0 
4.7 
4.2 
2.4 
2.2 

1.6 
1.3 
1.2 

.4 
-.4 

100.0 

1974 
proposed 

Percent 

30.2 
30.5 

9.2 
8.1 
4.3 
4.4 
3.8 
2.1 
2.2 

1.8 
1.4 
1.2 
1.4 
-.5 

100.0 

1 All years are on a fiscal basis. Outlays Include expenditures and 
net lending and and trust funds. 2 Totals may not add due to 
rounding. 

*Net receipts. 

The increase in total outlays for National Defense 
are in part, a result of an effort to maintain military 
and civilian pay levels comparable to the private 
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sector and to achieve an all-volunteer armed forces. 
The expansion in the Income Security function are 
largely due to the enactment of liberalizations in the 
social security program in 1973 and a 20% increase in 
benefits. An estimated 5 million additional persons 
will benefit from the substantial expansion in 
financial support for health services, specifically 
Medicare. Expanded Budget outlays for community 
development and housing are the result of 
commitments made in prior years, rather than from 
new Budget authority. The rather sharp apparent 
increase in Natural Resources outlays is somewhat 
misleading. In fact, total outlays are proposed to 
increase by only $0.7 billion, primarily in the area of 
sewage plant construction grants. The major share of 
the remaining increase is due to a $2.1 billion decline 
in receipts from rents and royalties on Outer 
Continental Shelf Lands. 

Budget outlays by functions' 

Function 

National defense .••..... 
Income security •........ 
Interest ...•...•.•..•.. 
Health ..........•....• 
Commerce •...•...•.... 
Veterans ......•....... 
Education ............ . 
Agriculture ........... . 
General government ..•.. 
Community and 

housing ............. . 
International .......... . 
Space ...•............. 
Natural resources •.•..... 
Other* ...•.......•.... 
Total outlays2 •••••••••• 

Total revenues ......... . 
Deficit ........ ; ....•.. 

1972 
actual 

Billion 
dollars 

78.3 
64.9 
20.6 
17.1 
11.2 
10.7 

9.8 
7.1 
4.9 

4.3 
3.7 
3.4 
3.8 

·7.9 
231.9 
208.6 

23.2 

Billion 
dollars 

76.4 
75.9 
22.8 
18.0 
12.5 
11.8 
10.5 

6.1 
5.6 

4.0 
3.3 
3.1 

.9 
-1.1 

249.8 
225.0 

24.8 

1974 
proposed 

Billion 
dollars 

!H.1 
82.0 
24.7 
21.7 
11.6 
11.7 
10.1 

5.6 
6.0 

4.9 
3.8 
3.1 
3.7 

·1.3 
268.7 
256.0 

12.7 

1 All years are on a fiscal basis. Outlays Include expenditures and 
net lending and trust funds. 2 Totals may not add due to 
rounding. 

*Net receipts 

Tables in this article show the amount of outlays 
scheduled for other functional categories of 
immediate interest to the farmer and the rest of the 
agricultural community. Categories that relate 
directly to Agriculture are largely administered by 
the U.S. Department of Agriculture and are roughly 
equivalent to a 1974 Agricultural Budget. 

The Agriculture and Rural Development function 
received the largest absolute cutback and the 
subfunctions of this category are itemized in the 



following table. The farm income and stabilization 
programs for 1973 crops are designed to continue 
high levels of farm income through increased 
reliance on the private marketplace and less 
dependence on government subsidies. As a result, 
total outlays for price support and related programs 
will be reduced $694 million under the proposed 
Budget. 

USDA Budget outlays' 

Function 

Agriculture and rural 
development .••••••••. 

Income security . ~ ...... 
Food for peace ........ 
Natural resources •••••••. 
Other* ••••.•••••••••.• 

Total ................. 

1972 
actual 

Billion 
dollars 

7.1 
2.3 
1.0 

.8 
-.3 

10.9 

Billion 
dollars 

6.1 
2.5 

.8 

.9 
-.2 

10.1 

1974 
Proposed 

Billion 
dollars 

5.6 
2.2 

.8 

.8 

.2 

9.6 

1 All years are on fiscal year basis. Outlays Include expenditures 
and net lending. 

*Net receIpts. 

Budget outlays for agriculture and rural development 

Subfunctlon 

Farm Income stabl-
llzatlon ••.••••••••••. 

Agricultural land and 
water resources •••••••• 

Rural housing and 
public facility ••••••.•. 

Research and other 
agriculture services ..... 

Total* ................ 

1972 
actual 

Billion 
dollars 

5.1 

.4 

.9 

.9 

7.1 

*Total includes offsetting receipts. 

Billion 
dollars 

4.3 

.4 

.7 

1.0 

6.1 

1974 
proposed 

Billion 
dollars 

3.9 

.2 

.7 

1.0 

5.6 

The Budget also recommended termination of 
Federal cost sharing under the rural environment 
assistance program (REAP) and reductions in the 
Income Security Function, largely in the area of 
special milk programs for school children. 

The major remaining functions of the Agriculture 
outlays would remain near the 1973levels. As always 
all of the above proposals for fiscall97 4 are subject to 
debate and final approval by Congress. 
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