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The Agricultural Situation
I. Production!

Despite excessive rainfall in some areas and drought
in others, a more or less usual condition in a country
as large' as the United States, the basic trend of increased
productivity in agriculture 'has continued through an-
other crop year. Only as a result of a reduction of about
3 percent in the amount of cropland in use will the ag-
gregate of farm output, as measured by the U.S. Depart-
ment of Agriculture (see Table 1), be reduced this year
by even as littl.e as the expected 1 percent. This year,
U.S. farmers will obtain 6 percent more output from 8
percent less acreage than they did on the average in
the 3 years 1957-59. Not since 1929, when the Depart-
ment of Agriculture (began to record the amount of acre-
age planted have so few acres been cultivated in the
United States.

Another trend in American agriculture, and one fos-
tered by this increased productivity, that has also con-
tinued into 1962, is an increased proportion of total
farm output in the form of livestock and livestock prod-
ucts. Continuation of the trend through 1962 is ap-
parent in the index of output of livestock and its prod-
ucts as compared with that of crops, both for 1961 and
1962. The former was unchanged from 1961-62 while
that for crops decreased nearly 2 percent.

JThis is the first of two articles in which we review agricultural
prospects for the year.

TABLE 1 — OUTPUT, LAND USE, AND

PRODUCTION OF FARMS IN THE UNITED STATES

(1957-59=100)
Preliminary

Item 1949-51 1961 1962
Farm output 87 107 106

All livestock and its products 88 107 107
Meat animals 89 107 107
Dairy products 93 103 104
Poultry and eggs 78 112 110

All crops 91 106 104
Feed grains 79 99 97
Hay and forage 88 102" 98
Food grains 88 106 97
Vegetables 93 109 107
Sugar crops 81 115 121
Cotton 112 116 119
Tobacco 122 119 124
Oil crops 66 124 121

Cropland used 107 95 92
Crop production per acre 85 112 113
Livestock production per

ibreeding unit 87 109 107
Source: U.S. Department of Agriculture.

TABLE 2—PRODUCTION: SELECTED FARM COMMODITIES

1960, 1961, and 1962
Commodity Quantity 1960 J961p 1962e
Corn millions of bu. 3,908 3,624 3,550
Wheat " " " 1,357 1,235 1,096
Oats " " " 1,155 1,013 970
Soybeans " " " 555 693 669
Potatoes " " cwt. 257 291 238
Cotton thousands of bales 14,272 14,304 14,687
Tobacco millions of lbs. 1,944 2,023 2,135
Beef and veal " " " 15,833 16,300 16,500
Pork " " " 11,630 11,475 12,000
Fluid milk " " " 122,803 125,456 127,000
Eggs millions 61,491 61,828 63,000
p Preliminary, e Estimate.
Source: U.S. Department of Agriculture.

Production of some of the more important farm
products this year is compared with that in 1960 and
1961 in Table 2. Production of the three principal
grains, corn, wheat, and oats, which decreased from 1960
to 1961, wil,l decrease again this year. Although in-
creased productivity has characterized farm activity
generally this year, it has not been universal among all
farm products. The corn yield this year was 60.6 bushels
per acre, compared with an alltime record of 61.8 bush-
els last year. Similarly, the acreage yields of both
wheat and soybeans have been less than those of last
year. Lower yields have contributed to l.ess wheat pro-
duction, which was the least of any year since 1957.
Soybean production, however, will still be greater than
that of any year excepting 1961.

Although hot, dry weather during August reduced
cotton production by nearly 3 percent, the 1962 crop
still is estimated at nearly 14,700,000 bales, a little
more than that of last year and still 5 percent mare
than the average of the past decade.

The potato crop this year is expected to be about
equal to the 1950-60 average, about 6 percent less
than that of 1961 but 9 percent more than that of 1960.

Tobacco production, estimated at about 5 percent
more than that of last year, would be the greatest of any
year since 1955, and about equal to the 1952-61 average.

On the basis of figures for the first 8 months of the
year, production of beef and pork has increased from
that of last year by nearly 2 percent, or by an amount
roughly corresponding to the increase in population.
However, at the end of August the Department of Agri-
culture was forecasting production of all meats in 1962
at only 1 percent more than that of 1961.

Production of fluid milk and eggs is exceeding that
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of a year earlier, and present indications are that pro-
duction of these basic foods this year will correspond
closely to that of last year on a per capita basis.

Production of sugar, a relatively unimportant crop
in the totaj of U.S. agriculture, has been stimulated by
the Cuban situation; the 1962 crop will be about 5 per-
cent larger than that of 1961 and one-half again as large
as the 1949-51 annual average crop.

Agricultural production figures for 1962 reveal no
marked changes in basic trends that have accompanied
the developing farm problem of recent decades. Such
trends, resulting from or intensified by unsound con-
trols and subsidies, will continue to plague both the far-
mer and the Nation until Congress has the courage to
restore free markets.

What the Indicators Say
Among the lagging indicators, interest rates on bank

loans decreased during the third quarter.
There were no other indicator data reported during

the week.
The leading indicators still unanimously forecast con-

traction of business activity.

SUPPLY
Industrial Production

Production of steel, automobiles, electric power, and
lumber (1) in the 1- and 4-week periods ended on the
indicated dates in the current year and (2) in the
corresponding periods of earlier years was as follows:

1929 1932 1957 1960 1961 1962
Steel

Ingots—million tons
1 week: October 6 1.17 0.29 2.11 1.53 2.10 1.75
4 weeks: October 6 4.66 1.05 8.42 6.16 8.37 6.92

Automobiles
Vehicles—thousands*

1 week: Oetdber 6 83 12 35 165 127 190p
4 weeks: October 6 385 70 272 582 453 691p

Electric Power
Kilowatt-hours—trillions

1 week: October 6 1.8 1.5 11.6 13.7 15.0 16.0
4 weeks: October 6 7.2 6.0 47.2 55.6 61.3 65.3

Lumber
New York Times Index

1 week: September 29 123 37 100 96 97 101
4 weeks: September 29 127 36 101 100 99 98

* Cars and trucks in the United States and Canada.
p Preliminary.

DEMAND
Department-Store Sales

The seasonally adjusted index of sales of department
stores reporting to the Federal, Reserve banks was 163
in. September, compared with 160 in August, as revised,
and with 150 in September 1961. Sales at the end of
September were exceeding those of 1961 by 6 percent
on a monthly basis or 5 percent on a cumulative year-to-
date basis, as compared with an average post-war growth
trend of 4 percent per annum.

Prices of goods sold in department stores decreased

0.3 percent from July to August, when their average was
0.9 percent more than that in August 1961. These prices
have been unusually stable during the past 2 years.

Our index of the physical quantity of goods sold in
department stores (derived by dividing the dollar sales
index by the index of prices) was 2 percent more in Au-
gust than it was in July and 5 percent more than it was
in August 1961. The September index is estimated to
have increased about 9 percent from that for September
1961. Because of the relative stability of prices, changes
in the physical quantity of department-store sales have
paralleled closely those of dollar sales.

The potential quantity of department-store sales, as
measured by the production of goods commonly sold in
these stores, decreased 1.3 percent from July to August,
but was still, 2.6 percent more than it was a year ago.
The August production was markedly less than the rec-
ord amount in June.

Total dollar sales of department stores during the
first 7 months of 1962 averaged 5 percent more than
those in the corresponding period of last year, a rate
of gain matched by that in men's and boys' wear, home-
furnishings, and.women's apparel and accessories. Sales
of small wares and miscellaneous merchandise increased
only 3 percent from, those of the corresponding period
in 1961.

Gains in department-store sales during the first 8
months of the year over sales in the corresponding pe-
riod of last year varied widely among regions. Gains
in the Chicago and Philadelphia Federal Reserve dis-
tricts were equal to the national average of 5 percent;
those in the other districts ranged from 8 percent in the
Atlanta, Dallas, and Richmond districts to 1 percent in
the Minneapolis district.

Downward trends among all the leading indicators, es-
pecially the average workweek, suggest that recent rates
of gains in department-store sales probably will not long
continue.

BUSINESS
Private Engineering Construction

Our 3-month moving average for private engineering
construction was $893 million for August and $880 mil-
lion for September.* The averages for these months
were, respectively, 8 percent and 1 percent less than those
for the corresponding months a year earlier. \

The dollar amount of contract awards for major com-
ponents of private engineering construction in August

* The moving average is based on data published by Engineering
News-Record and is plotted at the third month. The data are
estimated to include about three-fifths of all contract awards for
new private construction excluding residential housing other than
mass housing. Monthly data include awards for 4-week or 5-
week periods and exhibit marked seasonal changes. Our moving
average reduces variations 'attributable to the unequal periods
but does not eliminate seasonal variations.

"21

166



1925 '27 '29 '31 '33 '35 '37

and September compare with those of
months a year earlier as follows:

Percent

'39 '41 '43

corresponding

Change

Mass housing
Industrial building
Commercial building

August September
+ 4 0
- 1 1 - 7
- 3 - 3

The Engineering News-Record index of construction
costs reached a new high in August, but diminished
slightly in September, at which time it was 3 percent
higher than that for the corresponding date in 1961.

Our 3-month moving average of the physical vol.ume
of contract awards for private engineering construction
was 12 percent less in August and 5 percent less in Sep-
tember than the average for the corresponding months a
year earlier.f Physical volume during the first 9 months
of the year was 3 percent less than that in the correspond-
ing period of 1961.

Cumulative totals of dollar values of private engineer-
ing construction for the periods of 1962 indicated below
compare with those for the same periods of 1961 as
follows:

1962 PERCENT CHANGES

FROM CORRESPONDING MONTHS OF 1961

Mass housing
Industrial building
Commercial building
All private engineer-

ing construction
* * * *

Physical volume

3 Mos.
+ 5
- 7

+•25

f l O
* * •

+ 6

5 Mos.
+ 8
- 1 8
+ 15

+ 6
***
+ 3

7 Mos.
+ 6
- 1 4
- 1

+ 2
• **

- 1

9 Mos.
0

- 7
- 3

- 1
***
- 3

tPhysical volume, also plotted at the third month, is a 3-month
moving average of the monthly totals of contract awards divided
bv the monthly index of construction costs.

MILLIONS OF DOLLARS

1000

7 6 0

500

2 5 0

'45 '47 '49 '51 '53 '55 '57 '59 '61

Reversal of the downward trend in private engineer-
ing construction seems improbable in the immediate fu-
ture. The overall business outlook remains at best un-
certain, and the possibility of .a severe recession cannot
be ignored. This state of affairs is hardly conducive
to confident expansion of industrial facilities or to
initiation of new commercial ventures. In addition
there are continuing indications that the supply of apart-
ments now exceeds demand. (Owners of new apartment
houses in some areas are reported to be offering unusual-
ly liberal concessions, sometimes as much as 3 months
free rent, to prospective tenants in order to obtain full
occupancy.)

Further decreases in the dollar value and physical vol-
ume of private engineering construction are probable
during the next several months.

FINANCE
New Capital Issues^

During the first 7 months of 1962, net proceeds from
new capital issues of private corporations totaled about
$6.2 billion, 26 percent less than the flotations during
the corresponding period last year. Our 7-month mov-
ing average decreased sharply last year from a record
peak in July to a low in November from which it in-
creased moderately until January 1962. Since then it
has been decreasing.

About 71 percent of all new money raised during the
first 7 months of the year was intended for the acquisi-

§These include substantially all new corporate offerings in the
United States of more than $100,000, whether placed publicly or
privately with institutions such as insurance companies or with
trust funds; they exclude refundings and issues of investment
companies. (Issues of investment trusts, holding companies, and
similar organizations are omitted because the proceeds are used
for the purchase of securities that have been included previously
in the total of new capital issues.)

NEW CAPITAL ISSUES
7-MONTH MOVING AVERAGE

I CHANGE IN SERIES

»27 >29 "31 ^ 3 3 " 3 5 "37 "39 '41 '43 '45 '47 '49 '51 "53 '55 '57 59 "61



tion of new plant and equipment. This percentage com-
pares with 72 and 60 for the corresponding periods of
1961 and 1960, respectively. Although the percentage
decrease from 1961 to 1962 is slight, because of the sharp
contraction in the total, of new issues, it reflects a marked
slackening in the rate of new capital committed to fixed
investment by large corporations.

From 1961 to 1962 the percentage of the total of all
new capital issues floated by corporations during the
first 7 months of the year remained unchanged for man-
ufacturing firms at 32; that for public utilities increased
from 22 to 25; and that for the communications industry
decreased from 19 to 13. (The latter decrease was at-
tributable to the April 1961 offering of $1.2 billion by
the American Telephone and Telegraph Company.)

^Uncertainties of the business outlook reflected in the
securities markets and liberalized depreciation deduc-
tions for federal tax purposes suggest that the reduced
rate of new security issues of private corporations may
continue for at least several more months.

Further decreases in the volume of new capital issues
are expected.

PRICES
Commodity Prices

1961 1962
Index Oct. 8 Oct. 1 Oct. 8

Spot-market, 22 commodities 257 245 247
Commodity-futures 307 298 299
Steel-scrap $39.17 $24.83 $24.17
Note: The indexes are respectively those of the U.S. Bureau
of Lalbor Statistics, Dow-Jones, and Iron Age. The spot-market
and futures indexes are converted so that their August 1939
daily averages equal 100. The steel-scrap index is a composite
price for No. 1 heavy melting scrap.

BOOK REVIEWS
The Public Finances: An Introductory Textbook by James

M. Buchanan
Richard D. Irwin, Inc., 1818 Ridge Road, Homewood,

Illinois ($10.60)
Although this introductory textbook appears to follow

the same general pattern of subject matter that is to be
found in most other such texts, unlike them it shows why
"the overriding criterion" for fiscal policy should be
"monetary stability" rather than "full employment." It
indicates also what must he done if full employment is to
be achieved without more and more inflation.

Although acknowledging that "Many economists and
policy makers now argue, quite openly, for an aban-
donment of the goal of monetary stability" (p. 109) the
author points out that "the proper course of governmen-
tal action would be that of removing or reducing sig-
nificantly the strength of the institutional barriers to
wage and price flexibility. If the monopoly power of
both labor organizations and large business enterprises
were reduced, the joint goals of price level stability and
full employment would be more compatible." (p. 108)

He goes on to say: "Disregard for the goal of monetary
staibility coupled with exclusive concentration on the
goal of 'full employment' must lead to an ever-increasing
rate of inflation if institutional factors are present to push
up costs more rapidly than productivity increases war-
rant. For this reason, the only answer to the criterion
dilemma seems a forthright acceptance of the monetary
stability goal.

"This does not suggest that full employment is not the
more desirable, or that unemployment should be toler-
ated. Monetary stability should be fully consistent with
satisfactory full employment if monopoly restrictions on

wages and prices are removed." (p. 109)
Analytical insight of this kind can lead bewildered col-

lege students out of the swamp of so-called fiscal theory
into which the Keynesian "creeping" inflationists have
led them.

Fiscal Theory and Political Economy by James M.
Buchanan

The University of North Carolina Press, Chapel Hill,
North Carolina ($5)
The eight essays of which this study consists empha-

size the inherent interrelationship of the financial activ-
ities of central government and their political setting.
They bring into focus the often-overlooked fact that
"two opposing theories of the state * * * lead to two
separate theories of the public economy."

Postulating an individualistic (rather than a collecti-
vistic) society, the author examines the process by which
collective choices are made through government and
compares individual behavior in that process with such
behavior when individuals make their private economic
choices. The individual decisions, he points out, depend
on some kind of comparison- of benefits and costs.

Probably the most important contribution of these es-
says to the study of public financial policies is sum-
marized in the author's statement that "The assump-
tions made concerning the political structure significant-
ly affect the methodological setting within which positive
propositions of fiscal theory may be developed."

The Development of the Indian Economy by W. B. Redd-
away

Richard D. Gavin, Inc., 1818 Ridge Road, Homewood,
Illinois ($5)

This book is the first of a series planned to describe
the economic development of India. The author de-
veloped his material while a member of the research
staff of the Center for International Studies, Massachu-
setts Institute of Technology, Cambridge, Massachusetts.

Part I, which comprises a little less than half of the
book, is of greatest interest to the general reader for its
broad analysis of the economy of India, its limitations
and problems. Chapter 7, Part I is a discussion of plan-
ning in India. Relationships and objectives of the plan-
ning are discussed, rather than its successes and failures.

Part II of the book describes the country's Third Plan
Period (1961-1966) ; Part III presents statistics used as
a basis for the Third Plan Period.

PURCHASING MEDIA

(In millions of dollars as at month ends)

1961 1962
Sept. Aug. Sept.

Private noncommercial debt monetized as
F.R. notes and checking accounts 40,000 43,751 44,521

U.S. debt monetized as F.R. notes and
checking accounts (inc. inactive p.m.) 31,393 26,526 27,114

Silver and U.S. debt monetized as Treas-
ary currency by U.S. fiat 3,783 3,783 3,783

Total inflationary purchasing media 75,176 74,060 75,418
Private commercial ddbt monetized as

F.R. notes and checking accounts 48,850 51,649 52,520
Gold 17,376 16,098* 16,068*

Total noninflationary purchasing
media 66,226 67,747 68,588

TOTAL PURCHASING MEDIA 141,402 141,807 144,006
Less inactive purchasing media 11,858 11,858 11,858

Total active purchasing media 129,544 129,949 132,148
*Net foreign short-term claims as of July (latest figure available)
exceeded U.S. gold stock as at end of August and September by
$2,794 million and $2,824 million, respectively.
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