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In 1948 there will be more than the usual 
uncertainty about domestic demand. for
eign. food needs, congressional action. 
crop prospects. prices. and farm costs. 
Farmers will need to think through every 
move. Prices of some farm products may 
rise further, but farm costs very likely will 
rise more rapidly, making net income 
lower. Net income will still be compara
tively high. To avoid more dangerous in
flation farmers should watch their pur
chases of scarce items. Money saved now 
will buy more goods later when scarce 
items become more plentiful. 

In 1948 farmers should give serious at
tention to economic and political policies 
outside of agriculture. National and inter
national policies will affect agriculture's 
future. Large areas of the world are still 
hungry. American citizens should exert 
effort and leadership in policies that will 
make for a more productive, better-fed. and 
more peaceful world. at .the same time that 
they are benefiting their own agriculture. 





Economic Developments 
All of the goods and services produced in the 

United States are accounted for and find outlets in 
four different ways--consumer expenditures, busi
ness outlays, government expenditures, and exports. 
The future demand for goods and services will vary 
with a change in any of these four items. 

• Consumer Expenditures 
Expenditures for direct consumption account for 

the largest share of national goods and services. Con
sumer· expenditures rose from an annual rate of 118 
billion dollars in the first half of 1945 to 151 billion 
in 1946 and about 166 billion in 1947. This rise is the 
result of the availability of more goods, higher prices, 
larger personal incomes, and a desire to spend a 
larger share of that income. 

Total consumer expenditures have risen from the 
wartime low of about 75 per cent of disposable per
sonal income to over 93 per cent. In prewar years 
it was around 95 per cent. How much higher it can 
go under the pressure of deferred demands and ac
cumulated savings is very questionable, but the pos
sibilities seem quite limited. A large part of the 
sav-ings are nonliquid, and future savings are required 
for making contract payments on insurance, mort
gages, and business investments. 

Part of the purchasing power comes from transfer 
payments which are not earned in current produc
tion, such as terminal-leave bonds. This might be 
referred to as nonrecurring income. It puts more buy
ing power into the hands of consumers when they 
are already prepared to buy more than can be pro
duced. This spending spree is bound to run out and 
will have its aftermath of lower demand, maybe as 
early as 1948. The major items will probably line up 
about like this: expenditures will remain high and 
very likely go higher for housing and for automobiles. 
Food expenditures, although remaining high in 1948 
because of high prices, will very likely decline, to 
offset increased expenditures on nonfood items. 

• Business Outlays 
Durable equipment. Expenditures for durable 

equipment rose rapidly from an annual rate of 6 
bilMon in early 1945 to 18 billion in early 1947. Since 
then they have leveled off. If these expenditures con
tinued at this high rate they would be more than 
sufficient to maintain the country's physical plant 
and provide for a normal growth. Prospects for ex
penditures for durable equipment in 1948 are quite 
uncertain. Chances a.re that they will not rise much 
above the present high level. Any serious doubts 
about the future of business, or of prices, could pro
duce hesitation all along the line. 

Construction. Expenditures for construction rose 
rapidly from an annual rate of 3 billion in early' 
1945 to 10 billion in early 1947. At this point resist-

ance· developed as a result of the sharp run-up of 
costs and the hope that costs would come down. The 
urgency of demand prevented any significant decline 
and the upward trend in construction activity has 
continued in spite of high costs. Construction is ex
pecte<l to be an element of continuing strength in 
the national economy in 1948 and beyond. If costs 
should fall .gradually, the more favorable conditions 
for construction might revive projects which have 
been postponed and are now dormant. The total ex
penditures for construction would in this way con
tinue as high. as or higher than in 1947. 

Inventories. Expenditures for building up inven
tories reached a peak in late 1946 and again in late 
1947:,.when the increase was at an annual rate of about 
15 ·.billion dollars. The increased expenditures crune 
about in two ways, by increasing physical quantities 
and by paying higher prices for the goods that were 
replaced. In early 1947 considerable caution devel
oped ~n expenditures for further inventory increases, 
especially among retailers. When the price declines 
that were expected failed to ,materialize there was a 
new wave of increasing inventories. At the end of 
1947 'business inventories probably were about 50 
billion dollars compared with 42 billion at the end 
of 1945. · · 

There will be less reason for further additions 
and hiore reason to postpone buying whenever the 
busmess and price outlook becomes less favorable. 
The situation will remain very uncertain, and could 
easily change from a rapid to a much slower rate of 
inventory accumulation, or the pendulum might 
swing entirely, from inventory accumulation to in
ventory depletion, even as early as 1948. 

• Government Expenditures 
Federal expenditures have declined from the war

time peak of 100 billion dollars per year to less than 
40 billion. Including state and local governments, 
the e:x;penditures are at present running slightly 
higher than a year ago. Rising prices and foreign
relief aid have in large part offset the effort to re
duce federal expenditures. Major changes in govern
ment e:itpenditures in 1948 from the present level will 
result only from new legislation, such as the foreign
aid program, or a substantial change in prices. 

•Exports 
Exports of goods and services were over 8 billion 

dollars in excess of imports in 1946. In the first half 
of 1947 this excess was at the rate of 10 billion, but 
declined sharply so that the total excess for 1947 is 
probably about the same as in 1946, Exports in excess 
of imports are entirely dependent on available foreign 
exchange. Practically all European countries who 
want and need our products are nearly· or entirely 
out of American dollars. For that .reason the excess 
of exports over imports in 1948 is expected to. be 
below that in 1947. To maintain . the current rate 
would require substantial aid. 

·Agricultural Situation 
• Production and Farm Marketings 

The volume of agricultural production increased 
30 per cent over the 1935~39 level during World 
War II. The volume of farm marketings in 1947 was 
the largest on record and about 43 per cent larger 
than the annual average of the prewar years of 
1935-39. Part of the marketings came fro!-111946 and 
earlier production and were ma~e possible by de
creasing inventories, such as reducing cattle n';11llbers. 
Farm marketings may be 6 or 7 per cent.less m 1948. 
There is a limit to how far inventories, such as 
breeding herds can be cut down. For that reason the 
meat output m~y be down by 5 to 10 p~r cent _in 1948. 

Production possibilities are also limited. Livestock 
production is limited by the feed now on hand and 
the 1948 feed crop. Although 1947 crop production 
was considerably below 1946, in terms of total vol
ume it was only 1 per cent below the average of 
our five best years, 1942-46. When the foreign needs 
for cereals and cereal products are allowed for, the 
total supply of feed concentrates for .the 19~7-48 
season (until the 1948 feed becomes available) is 13 
per cent smaller than a year earlier, but still a little 
larger than the annual average supply of 1937-41. 
The supply of high-protein feeds is above last year, 
with .about 5 per cent more linseed and cottonseed 
meals. 

Crop prospects in the main winter-wheat ar.ea 
(Kansas and neighboring states) for 1948 were quite 
poor in the fall because of drouth and delayed seed
ing but have improved materially with late rains. 
Prospects are excellent in the Pacific Northwest re
gion. According to the December 1948 winter-wheat 
crop estimate, 1 per cent more winter wheat is seeded 
than a year earlier, but production is estimated at 
about 80 per cent of the record 1947 crop. 

•Demand 
There will be a strong demand for most of the 

food that can be supplied in 1948. What can be spared 
by the United States will be very much needed to 
tide over the undernourished in large areas of Europe. 
The demand for cereals and cereal products will be 
especially strong because the food nutrients are 
cheaper in this form. The comparatively strong de
mand for cereals (grains) will reflect in feed prices 
and will in turn limit livestock feeding and livestock 
numbers. This in turn will result in a strong demand 
for the available smaller supply of livestock prod
ucts. The only weaknesses in demand that might 
occur in 1948 would be of a seasonal nature or would 
be limited to specific items of which there tempo
rarily might be an abundant supply. 

• Prites and Net Income 
During the prewar period of 1935-39 the prices 

received by fal'mers averaged only 84 per cent of 



parity (1910-14=100). By 1946 it had reached a peak 
of 120 per cent of parity. Prices received by farmers 
rose substantially in the last several years, namely 
from 202 per cent in 1945 (1910-14=100) to 233 in 
1946 and to 276 in 1947 but farm prices in 1947 were 
only 119 per cent of parity .. In 1946 fai:n cost~ (the 
prices paid by farmers), which are considered m de
termining the parity-price ratio, moved up faster than 
farm prices. In 1948 the same situation is e;cpecte? to 
continue. The prices of some farm commodities nught 
turn downward. However, prices received by farmers 
in general may remain as high as or be higher than 
in 1947, but farm costs will rise faster so that the net 
income in 1948 is expected to be below that of 1947. 

Food and Foreign Trade 
The huge production of American agriculture (30 

per cent over prewar) has ma~e increases. possi~le 
in both domestic food consumption and foreign ship
ments. United States population has increased about 
9 per cent since 1935-39. However, this larger po~u
lation is consuming 17 per cent more food per capita 
than in the prewar days. 

We in the United States eat well, and averaged 
an all-time high of 3,.400 calories daily per person 
in 1947. People with high incomes may not be eating 
more, but many of the people who formerly had low 
or medium-low incomes now have more money and 
are spending a considerable amount of it for food, 
which brings extra competition into the market. 
Civilian employment is at the high figure of about 
60 million compared with only 471h million in 1940, 
and factory payrolls per worker are more than twice 
the amount in prewar years. The. share of total ex
penditures made for food is also high. It was 29.9 
per cent in 1946 compared with only 24.3 per cent in 
1935-39. . 

It appears that United States citizens could tighten 
their belts without suffering, and much food could 
be saved, by avoiding waste, to help distressed areas. 
More food was eaten but more food was also shipped 
out. The physical quantity of agricultural exports 
(food and nonfood items) was 21h times the 1935-39 
annual average. Food exports, including military 
shipments for relief feeding, were 13 per cent of 
total United States food supplies in the fiscal year 
of 1946-47. Cereals and cereal products made up 77 
per cent of the total tonnage exported. Distressed 
and needy areas want cereals because 'the food nu
trients can be supplied the cheapest in this form. In 
1948 there seems to be great need for other foods, 
especially fats and oils. 

Europe is in great need of food. Nutritionists 
suggest that 2,200 calories of food per person per 
day is the "minimum subsistence level.'' the amount 
needed to prevent serious malnutrition. The nonfarm 
populations of Austria, Germany, Greece, and Italy 
were considerably below this level of food consump
tion in 1947. Prospects are not better in 1948, even 

with the United States food and feed conservation 
program and continued large shipments of food from 
the United States. 

The volume of agricultural exports from the 
United States in the next several years will de
pend on: 

1. The amount of food that can be spared from 
the United States without too seriously affect
ing the national economy. 

2. The speed and extent of agricultural recovery 
in Europe. 

3. The extent to which it will be necessary and 
desirable to give feed and food to the people 
in distressed areas. · 

4. The amount of foreign exchange that will be 
available to importing countries for buying 
goods in the United States. 

Land Prices 
The favorable prices for farm products and in

creased net incomes during the last seven or eight 
years have been reflected in land prices. For the 
United States as a whole, land prices increased to 
97 per cent above the 1935-39 average. 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 in November, 1947, 
was 4 per cent below the inflationary peak of 1920. 
In Minnesota land prices have increased 75 per cent
this is less than the average for the United States. 

The land boom appears to have slowed down in 
1947 because land prices in the United States in
creased about 8 per cent in 1947, compared with 14 
per cent in 1946. Recent reports also indicate that 
there were fewer farm sales during the summer of 
1947 than during the summer of 1946. Farm buyers 
have paid cash for about one-half of their purchases 
during. the last four years even though prices have 
moved up. Down payments on the farms that were 
bought on credit · averaged about two-fifths of the 
purchase price. 

Land prices are at the danger point. Prospective 
buyers of land should keep in mind that farms bought 
on credit must be paid for out of future earnings and 
that these earnings may be at a much lower level 
than the large earnings of the last number of years. 
Although farm prices may rise further in 1948, farm 
costs are expected to rise comparatively more so that 
net farm income may be down. As farm prices fall 
or as farm costs rise further, it will become more 
difficult to make mortgage payments on a farm bought 
at an inflated price. 
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