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AGRICULTURAL 
OUTLOOK 

IN 1947 farmers and prospective 
farmers should give serious 
thought to these questions: 

e ls this a good time to start 
farming? 

e Is this a good time to expand? 
• Should I start cutting down? 
e Will my investment cost be 

too high for the long-run 
return? 

e Are prices apt to start down
ward too soon for what I may 
produce and have to sell? 

e Are the prices of what I 
would like to buy too high? 

The answers will not always be 
the same for all farm enterprises 
and for all farm operators. 
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Looking Ahead in Agriculture 
THE YEAR 1947 is one in which farmers will 

need to think through every move. Prices will be 
lower and costs will be higher. The resulting net 
income will be lower, but will still be at a com
paratively high level .. ' 

It will be a year in which to sell freely and 
buy cautiously and in which to avoid the pur
chase of items that are still scarce and available 
only at highly inflated prices. It will be a year 
in which better returns are expected for those 
who can sell earlier in the year and earlier in 
the marketing season. 

It is also a year when farmers and farm lead
ers should give serious thought and attention to 
economic and political policies outside of agri
culture, because such policies will definitely af
fect agriculture's future. Thought and attention 
must be extended beyond the national sphere to 
international problems. 

United States farmers will face surplus prob
lems for some commodities in the not too distant 
future, but large areas of the world are still hun
gry. American citizens should exert effort and 
leadership in policies that will make for a better
fed world, at the same time that they are bene
fiting their own agriculture and their total na
tional economy. 



GENERAL 
AGRICULTURAL 
SITUATION 

AGRICULTURAL PRODUCTION increased ;iO 
per cent during World War II and is expected to re
main on an expanded basis. For every unit of food -
produced and sold at a ''favorable price" there must 
be a consumer who needs and wants that food and 
who is able and willing to pay for it. Population in 
the United States increased 8 per cent during the 
same time that agricultural production rose 30 per 
cent. During this time there was also a 15 per cent 
increase in per capita civilian consumption. This in
crease would have been still greater if supplies had 
been available--such as meat and butter. Together 
it resulted in a quantitative increase in the domestic 
market of 25 per cent. The balance of the increase in 
production was not. sufficient to take care of the needs 
and demands of foreign outlets during the war period. 

Now we face two big questions: Can we hold per. 
capita civilian consumption at the high level attained 
during the last six or seven years? Can we hold our 
volume of exports when relief shipments taper off 
further and buyers have to find foreign exchange to 
pay for our goods? The answers to both of these ques
tions are dependent on broader national and inter
national economic and political policies. 

Recent developments do not give reason for too 
much optimism, and expectations are that the supply 
and demand factors in agriculture will so rearrange 
themselves that farm prices will decline to a level of 
at least 15 to 20 pe:c cent below the present for the 
marketing season of 1947-48. Farm costs, on the other 
hand, are expected to increase. With prices and gross 
income down, and costs up, the net income of farm 
operators is expected to be about 15 per cent less in 
1947 than in 1946. This will still be a high level of 
income. If anything should lead to a decided drop in 
manufacturing activity, the reduction in farm prices 
and net income may be greater. 

GENERAL 
ECONOMIC 
DEVELOPMENTS. 

THE EXPECTED lower net income of farm op
erators will in part result from a slight recession in 
business activity in 1947, and some nonagricultural 
unemployment which in turn will reduce coilSlililer 

purchasing power and lower the demand for food 
products. A further reason for a lower demand for 
food will be the increased supplies of nonfood prod
ucts which will compete for the consumer's dollar. 
Consumers will want to buy automobiles, radios, 
household appliances, and numerous other nonfood 
items as they become available. Foreign demand is 
also expected to weaken considerably even though 
loan and credit arrangements have been made with 
foreign countries. If nonagricultural production and 
employment can be held at a high level and purchas
ing power of consumers kept high, agriculture will 
be assured of a better domestic market. Farmers, like 
other groups, should have a real interest in national 
and international nonagricultural policies. 

On the national level the record since V-J Day has 
been fair on the whole. It has been satisfactory in 
absorbing people in peacetime production but not so 
satisfactory in maintaining a stable economy. 

On the favorable side: 
• Nearly 11 million veterans have been demobilized 

and rapidly absorbed into employment. Civilian 
employment now is 58 million-highest during the 
war was 56 million. 

• The shift from war to peace production has been 
rapid in spite of labor and management disputes, 
and output is close to capacity in many lines. 

•Income payments are now close to 170 billion dol
lars annually-higher than during the war and 
more than twice the highest prewar peaks of 1929 
and 1940. The effect of this increase in income pay
ments on real income was in part offset by the rise 
in the price of goods bought. 

• Federal annual expenditures have been cut from a 
wartime high of nearly 100 billion dollars to 40 
billion-government income now about equals ex
penditures._ 

• More savings bonds have been bought. than sold by 
the public. Total liquid assets of individuals have 
continued to increase-but at a much slower rate 
than during the war. 

On the unfavorable side: 
•Wartime controls of prices and wages were prema-
. turely abandoned or relaxed and the upward spiral 

of rising wages and prices has gone too far-since 
V-J Day the price rise has amounted to more than 
one third as much as during the entire war. This 
advance in ·living costs has eaten into the buying 
power of fixed income and other groups. 

• The excess profits' tax, established as a war meas
ure, was abolished, when conditions were still ab
normal and it was still needed. 

• Production has been held back by strikes and by a 
general spirit of relaxation. The working week was 
cut when increased production was greatly needed 
to prevent further inflation. 

Further economic maladjustments, speculative ex
cesses, and later collapse could be avoided if produc
tivity per worker were increased, if labor-manage
ment disputes and further general wage increases 
were avoided, if business groups refrained from 
further price increases, or even lowered their prices 
and relied upon volume for profit, and if consumers 
refused to purchase goods at highly inflated prices. 
What will be done about it rests largely with the 
American citizen. The underlying strength of the de
mand factors may be sapped in late 1947 when the 
flow of goods is rising. In its later and more severe 
stages we may be faced with the old problem of what 
to do with surpluses of some farm products. 

DOMESTIC 
MARKETS 

ABUNDANT PRODUCTION, with probable fu
ture surpluses, turns our attention to expanding 
market outlets. The cash income that goes into the 
hands of farmers is determined by: (1) ·the total 
amount of money consumers have to spend, (2) the 
proportion of total consumers' dollars spent for food, 
and (3) the marketing costs that are dellucted from 
the food dollars before producers get their share. Any 
proposal for expanding market outlets must pass the 
test of ·whether it will increase the total amount con
sumers have to spend, or increase the proportion 
spent for food, or decrease marketing costs. If the 
answer is negative it is not a solution. The ·various 
proposals should be carefully considered: 

._ Advertising and sales promotion. Effort in this di
If rection is effective for certain food brands or foqd 

products, especially if new, but is probably rela
tively ineffective for the food industry as a whole. 
An increase in the consumption of one food item 
may limit the consumption of another. The human 
stomach and the pocketbook both establish an 
over-all limit. 

._New industrial uses for farm products. Any indus
'f tri;il product from agriculture must be of as high 

or . higher quality and cheaper than competing 
products if it is going to "take hold." Motor fuel 
from corn is possible but crude oil is cheaper. Some 
industrial products from agriculture merely re
place other industrial products from agriculture, 
with no net gain. Industry is constantly searching 
for cheaper and better products in the field of syn-

thetics and some of these replace agricultural· 
goods. The best that can be expected from new in
dustrial uses is that agriculture may hold its own
against nonagricultural synthetic products. · . -, 

I\. ~provemen~s in processing. packaging •. and ~~-: 
Ff ity. All possible effort should be made m this di-· 

rection, but improvements cannot be expected tO 
increase the over-all consumption of food. High~-' 
quality products can be consumed in prefer!:lil~' 
to lower-quality products only when the con:.: 
sumer's pocketbook Pl:!rmits the higher price for'. 
them. Better methods of processing and packag.:. '. 
ing may increase the consumption of a certam: 
product or form of product but replace. anothe1\' 

. .. ~ ... 
t.,. Reduction of marketing costs. Some market:i.Qg 
tif costs have been decreased but others )lave in"".: 

creased with the demand for new and. increased 
marketing services, resulting from the centraliza
tion of urban population, technological progress, 
and advanced standards of living. The largest 
single item of cost in the spread between the farm..; 
er's return for, and the consumer's cost of, food 
is retailing, which in 1939, on the average for all: 
food products in the United States, amounted tO 
about one fourth of the-consumer's dollar and two 
fifths of total marketi,ng costs. All possible eff9~ 
should be made to reduce marketing costs at ,aU_ 
levels; however, it does not appear to be a major. 
solution to expanding market outlets. 

6,. Maintaining consumer purchasing power. Experi
Ff ence during· the war indicates that per capita con:.;. 

sumption of food increases considerably and rap'-' 
idly as the purchasing power of the masses· fu,:;.'. 

creases. Maintaining an expanded domestic market 
appears to hold the largest single possibility.: 

6. Supplementing the. diets of -low-inco~e Pec;>~i~ 
'V' It is of first importance that policies are adopteif 

which will keep people productiveiy emplOyed·_ ~i. 
incomes that will provide comparatively high pur-. 
chasing power. However, there will be some''1dw.'..' 
. income people, especially if deflationary condition$. 
should prevail. Plans of food distribution .'to· iiii.! 
prove the diets of low-income -people would ih:.:. 
crease the tot!'l-1 _ consumption of. food produ_c~~ · " 

:· !! .• 

FOREIGN 
MARKETS 

: ; . . .·.: ~ 

THE SIZE of our. foreign . markets will depend 
largely on the extent. to. which American people will
think in terms of international problems. The iridiea:.' 
tion is that foreign markets will be greatly -rt~eded 
in 1948 and later, but broader economic and political 



i:isues are involved, · such as trade barriers, quotas, 
other trade restrictions, and especially the means 
of payment for goods. Wartime foreign shipments 
were of an emergency nature and were made on a 
relief basis. Large shipments of dairy and poultry 
products, meats, and fats and oils were made. Most 
of these had been sold almost exclusively in domestic 
markets in the prewar period. A shift to prewar ex
port commodities such as wheat, cotton, tobacco, and 
di:ied fruits can be expected. Loan and credit ar
rangements will be helpful and necessary for a con
tinuation of foreign trade. Such arrangements will 
have to be supplemented in the importing countries 
by programs that will help them rebuild and increase 
their productivity. In the longer run their own goods 
will have to be used, and accepted by us, to pay for 
the goods we sell to them, and also in repayment of 
any loans from us. 

LAND 
PRICES 

THE FAVORABLE PRICES for farm products 
during the last six or seven years have been reflected 
in land prices. For the United States as a whole, land 
prices were about 77 per cent higher on July 1, 1946, 
than during the prewar years, 1935-39. This was a 
more rapid increase than during World War I; how
ever, the increase started from a lower base so that 
the dollar value of land per acre is still 14 per cent 
below the peak of 1920. In Minnesota, land prices 
have increased somewhat less than the average for 
the' United States, but the increase is also over 50 
per cent. Further indications of a land "boom" are 
the increases in voluntary sales which in 1946 were 
about twice the annual average of the prewar years. 
Farm land prices are at the danger point. Farms must 
~ paid for out of future earnings and these earnings 
are not likely to approach their wartime peak again. 
The. long period of decreasing mortgage indebtedness 
since 1923 is now approaching its end. To a substan
tial number of recent real estate purchasers with 
large mortgage debts, a decline in farm incomes is 
apt to bring financial difficulties. 
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