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Agriculture

The United States Department of Agriculture (USDA)
frequently publishes reports and assessments of domestic
agricultural developments. Much of the following descrip-
tion of the most significant aspects of the U.S.
agricultural situation is based on those reports.

Farm Income

As is shown in Table 1, cash receipts from farm
marketings decreased 3.3 percent during 1975. Among the
two major categories of farm output, receipts for
livestock and livestock products increased 3.7 percent to
about $42.9 billion, but receipts for crops decreased 9.0
percent to about $46.7 billion then. Receipts for crops
during 1975 were less than USDA analysts had
anticipated, primarily because the prices of some such
commodities decreased unexpectedly during the last half
of that year. During 1974 receipts for crops had increased
a marked 25 percent to $51.3 billion. That unusually
large increase was totally attributable to increased prices
for such goods then, inasmuch as the volume of crops
harvested during that year decreased 8.3 percent.
Government payments to farmers in connection with farm
programs increased a marked $277 million, or 52 percent,
during 1975 to $807 million; nevertheless, this amount
was far less than the multi-billion dollar subsidies paid
during some earlier years. (As recently as 1972 and 1973,
for example, such payments totaled $4.0 billion and $2.6
billion, respectively).

Total gross farm income in the United States during
1975 was about $98 billion, which was nearly $2 billion,
or 2 percent, less than that during 1974 but about $28
billion, or 40 percent, more than that during 1972. The
latter year was the last year before food prices increased
markedly. Farm production expenses increased $3.1
billion, or 4.3 percent, from those during 1974 to $75.5
billion during 1975. Such expenses during 1975 were
about 44 percent more than those during 1972.
Consequently, realized net income of farm operators
during 1975 was only about 27 percent more than that
during 1972, in spite of the 40 percent increase in total
gross farm income.

The net change in farm inventories decreased during
1974; however, farmers increased their inventories by
$2.9 billion during 1975. Net farm income during 1975
was $25.6 billion. This was 3.6 percent less than such
income during 1974, 23.4 percent less than that during
1973, but 37 percent more than net farm income during
1972.

Total net income per farm was $9,100 during 1975,
which was 2.9 percent less than the total during 1974,
22.4 percent less than that during 1973, but 40 percent
more than that during 1972. Disposable income per capita
of the farm population was $4,553, which was 5.6
percent more that that during 1974 but 2.4 percent less

than that during 1973. During 1975 the per capita
disposable income of the farm population increased at
only about two-thirds the rate of increase in such income
for the nonfarm population. Since 1934 (the earliest year
for which we have data), per capita disposable farm
income exceeded 80 percent of such income for the
nonfarm population only during each of the years
1972-75. P P y 8 y

Farm Debt

The availability of credit has been a significant factor
in farm activity, particularly in the markets for farm land.
During the years immediately following World War II, for
example, about 50 percent of farms sold were financed
with credit. During the year ended March 1, 1976, 87
percent of all farm real estate transactions involved credit
financing.

Data for new extensions of credit reveal that sellers of
real estate have been the single most important source of
credit for farm land purchases during the past several
years. As of March 1, 1976, 44 percent of all credit
extensions for farm real estate had come from sellers.
During 1970, sellers provided 61 percent of such credit.

Federal land banks (FLBs) provided 31 percent of all
farm real estate credit extended during 1975, which made

Table 1

Estimates of Farm Income
Income Totals (in millions)

Cash receipts from farm marketings
Government payments to farmers

Total cash receipts
Home consumption of products
Rental value of farm dwellings
Other farm income

Realized nonmoney income
Realized gross farm income
(Cash plus nonmoney income)

Farm production expenses
Realized net income of farmers
(Realized gross income less expenses)

Net change in farm inventories
Total net income of farmers

Average Income per Farm
Realized gross farm income
Farm production expenses

Farmers' realized net income
Net change in farm inventories

Farmers' total net income

Disposable Personal Income per Capita
Of farm population — all sources
Of nonfarm population — all sources

Farm as percentage of nonfarm 109.3 92.7 89.6

1973

$87,068
2,607

89,675
1,104
3,913
813

5,830

95,505

65,562

29,943

3,406

33,349

$33,583
23,054

10,529

1,198

11,727

$4,665
4,267

1974

$92,648
530

93,178
1,300
4,831
894

7,025

100,203

72,390

27,813

(1,289)

26,524

$35,401
25,575

9,826

(455)

9,371

$4,313
4,654

1975

$89,563
807

90,370
1,268
5,535
1,002

7,805

98,175

75,484

22,691

2,868

25,559

$34,956
26,877

8,079

1,021

9,100

$4,553
5,081

Source: United States Department of Agriculture.
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those banks the second largest source of farm land
financing. During 1970, FLBs accounted for only about
12 percent of such new financing. Although the dollar
amounts of farm real estate credit extended by life
insurance companies and commercial banks have increased
during each year since 1970, those extensions as
proportions of total extensions have decreased each year
since then.

Credit extended for farm operating expenditures,
capital purchases, and other nonreal estate needs
continued to be large during 1975. Larger amounts of
borrowed funds were used for cattle feedings during the
early months of 1976 than during the comparable period
a year earlier, presumably because of the larger number of
cattle on feedlots then.

As is shown in Table 2, total farm debt at the end of
1975 amounted to $90.6 billion, which was 10.8 percent
more than that a year earlier. Of the recent total, real
estate debt accounted for 56 percent and nonreal estate
debt for 44 percent.

According to USDA analysts, the relative stability of
interest rates and the apparently larger supply of loanable
funds during recent months suggest that extensions of
farm debt for real estate and nonreal estate purposes will
continue to increase during 1976.

During the past 3 years, total farm debt increased more
rapidly than total net farm income. This trend probably
reflects the increasing role of agribusinesses. The con-
tinued incurrence of more debt in relation to income
would significantly increase the financial risk to farmers,
who must also bear many risks of nature.

Food Prices

Increases in consumer food prices have substantially
abated since July 1975. From early 1972 through July
1975, consumer food prices rose at the high annual rate of
about 13 percent. (See Chart 1.) Since then, such prices
increased at an annual rate of approximately 2 percent.
Administration economists recently predicted that con-
sumer food prices will increase about 4 percent during all of
this year.

The sharp increases in food prices during the period early
1972 through July 1975 were attributable in part to a
number of short-run factors. Adverse weather conditions in
many countries resulted in unusually large foreign demand

Table 2

Farm Debt Outstanding
(Billions of dollars, end of year)

Chart 1

Lenders
Real Estate Debt

Federal land banks
Life insurance companies
All operating banks
Farmers Home Administration

Total institutional lenders
Individuals and others

Total

Nonreal Estate Debt
All operating banks
Production credit associations
Federal intermediate credit banks
Farmers Home Administration

Total institutional lenders
Individuals and others

Total (excluding CCC)
Commodity Credit Corp. (CCC) loans

Total Farm Debt

Source: United States Department of Agriculture.
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for U.S. food products. The 1972 Russian wheat "deals"
and food sales to Western Europe were attributable to such
conditions. The reduced output of Peruvian fish meal
during 1972-73 also contributed to increased foreign
demand for U.S. foods and feeds.

Several domestic factors that contributed to those price
increases were price controls, environmental regulations,
Government food subsidies, and changes in the interna-
tional terms of trade related to the depreciation of the
dollar.

The domestic price controls in effect during the early
1970's restricted food production for a time. Because the
prices of fertilizers were held below long-run equilibrium
levels, the production of fertilizers was curtailed and
"shortages" developed. After the price controls were
removed, the prices of fertilizers soared above the
long-run levels, and production expenses of farmers also
rose markedly. In both instances the end result was higher
food prices. The "freeze" on meat prices in mid-1973 had
a similar effect on prices, because it reduced the incentive
for farmers to increase livestock production.

Livestock farmers have been prohibited from adding
growth-inducing chemicals to livestock feed pending
further analysis of the effects of such additives on
humans. Whatever the merit of this prohibition from the
standpoint of public health, it has tended to reduce the
supply of meat and increase meat prices.

Government food programs, such as Food Stamps,
Food Distribution, and Child Nutrition, increased from a
total expenditure of $1.2 billion in 1969 to $6.8 billion
in 1975. These programs probably fostered substantially
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1970
7.3

Table 3

U.S. Agricultural Exports
(Billions of dollars)

1971 1972 1973 1974

7.7 9.4 17.7 22.0
7975
21.9

increased demand for food.
The depreciation of the dollar in terms of other

currencies during this period reduced the cost to foreigners
of U.S. products and increased the cost to Americans of
foreign goods. This tended to attract foreign demand for
U.S. agricultural products and to redirect U.S. demand for
such products from foreign markets to domestic markets.

The long-term trend in food prices probably was not
affected by the aforementioned developments. For
example, the deleterious effects of price controls have
occurred and will not occur again unless the controls are
repeated. However, inflating probably will continue in the
long run and foster further price increases for food and for
most other products and services.

Retail food prices during the remainder of 1976 prob-
ably will increase at moderate rates compared with those
during recent-past years. As is shown in Chart 2, wholesale
crop prices fell substantially following the large crop har-
vests of last fall. Since late in 1975, however, these prices
have increased and have completely offset the immediately
preceding decline. Domestic demand for crops probably
will continue to increase if the economy continues to ex-
pand cyclically, and foreign demand probably will remain
relatively large as a result of disappointing European crop
harvests thus far. As is discussed later in this report, 1976
U.S. crop harvests probably will equal or exceed recent
large volumes. Therefore, substantial upward pressure on
crop prices probably will not occur.

Shortly after the large 1975 domestic crop harvests,
many analysts predicted that the larger supply of feed
grains without an expected corresponding increase in
demand would result in lower prices for such grains.
Therefore, they expected livestock production to increase
substantially. This prediction has proven to be inaccurate.
As described above, larger-than-expected demand fostered
higher feed crop prices, and the number of animals placed
on feed did not increase as much as USDA analysts had
predicted. Nevertheless, livestock production probably will
be relatively large and thus keep livestock prices from
soaring.

According to a recent issue of Agricultural Outlook (a
USDA publication), "If the weather cooperates, food prices
by the closing months of this year may average only 1 or 2
percent above a year earlier. For all of 1976, retail food
prices are likely to average 3 to 4 percent above 1975."
This prediction seems reasonable on the basis of the
evidence at this time. However, the outlook might change
drastically in a short period of time because of the many
determinants of prices.

Export Demand

Following the 1972 sales of grain to the Soviet Union,
prices of grains and other foods increased markedly.
Although these increases were attributable to many factors
(as described earlier), the public evidently associated them
primarily with the Soviet grain "deals." The renewal of
planned Soviet purchases of grain during mid-1975,
therefore, attracted a great deal of public attention and led
to the widespread expectation that food prices again would
advance rapidly.

These planned Soviet purchases were unexpected by
USDA analysts. Exports to other countries were expected

and were treated as normal components of demand.
However, the purchases by the Soviet Union would have
had the effect of further reducing the amount of grain
available in domestic markets. Inasmuch as the demand for
these products is inelastic, markedly higher prices were
feared. Uncertainty about foreign demand for grains
contributed to price instability for grains and other
agricultural products during the weeks immediately
following the announced plans of Russia. For example,
feed-grain prices increased, livestock placed on feed
decreased, and prices for beef and other livestock products
increased.

In mid-August 1975, the Ford administration responded
to public concern about grain exports to the Soviet Union.
A temporary ban was imposed on such sales until more
could be learned about the size of the domestic crops and
the full extent of foreign demand. This moratorium was
lifted late in October after the release of several favorable
domestic crop forecasts by the USDA. Conditional to the
lifting of this ban, however, was the signing of an agreement
between the United States and the Soviet Union governing
future purchases of U.S. grain. The agreement provided that
specific quantities of grain would be purchased during each
of the 5 crop years beginning October 1, 1976. This
agreement evidently has tended to reduce the volatility of
agriculture prices.

According to the Foreign Agricultural Service, USDA,
U.S. agricultural exports decreased 0.5 percent during 1975
to $21.9 billion. Such exports since 1970 are shown in
Table 3.

Reports and forecasts of increased world agricultural
production during 1976 suggest that U.S. agricultural
exports during 1976 might be smaller than those during
1975. Significant recovery in Europe and the Soviet Union
from the drought-reduced 1975 grain crops has been
predicted by several analysts. Canadian crop harvests also
are expected to be large. Nevertheless, the possibility of the
European drought continuing or other adverse weather
developments occurring during the remaining months of
1976 remains.
Note: Because of the length of this article, the remainder of it will
be presented in the next issue of these reports.

STATISTICAL INDICATORS
No additional data were received for any of the

primary leading indicators of business-cycle changes.
Eleven of the 12 primary leaders are appraised as
expanding cyclically.

Revised data indicate that the number of workers in
nonagricultural establishments decreased slightly during
May and June but increased to a record during July. This
series continued to expand cyclically through that month.
The ratio of the number of persons employed in
nonagricultural industries to the total noninstitutional
population increased during July. That series and all the
other primary roughly coincident series are appraised as
expanding cyclically.

Recently we replaced the inverted unemployment rate
with the nonagricultural employment ratio as one of our
primary roughly coincident indicators. One of the reasons
for so doing is the subjective factors involved in
ascertaining the number of unemployed persons but not
in calculating the employment ratio. Partly because of a
large increase in the number of women and teenagers who
reported themselves to be looking for work but
unemployed during July, the inverted unemployment rate
decreased then. The increase in the nonagricultural
employment ratio, however, indicated improvement in
employment conditions then. We consider the latter series
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to be a more useful indicator of employment conditions.
Among the primary lagging series, revised data for the

ratio of consumer installment debt to personal income
indicate that this series reached a cyclical trough during
October 1975. This ratio increased during June to its
highest level since July 1975, removing doubt that this
series was expanding cyclically then. The percentage of
primary laggers so appraised remains at 83.

General business activity probably will continue to
expand during the next few months at least.

SUPPLY
INDUSTRIAL PRODUCTION

Production of steel, automobiles, and electric power (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:

Steel
Ingots (million tons)
1 week: August 21
4 weeks: August 21

Automobiles
Vehicles (thousands)
1 week: August 21
4 weeks: August 21

Electric Power
Kilowatt-hours (billions)
1 week: August 21
4 weeks: August 21

Percent
p Preliminary.

1929

1.24
5.15

100
389

1.8
6.9

1932

0.24
0.96

20
94

1.4
5.7

change from 4

1973

2.78
11.14

89
416

39.6
159.0

t weeks

DEMAND

1974

2.66
10.79

121
370

40.3
157.6

1975

1.96
7.69

128
441

40.5
162.7

a year earlier

CONSUMER INSTALLMENT DEBT

1976

2.54
10.23

124p
418p

41.2
167.4
: +2.9

Note: All data are adjusted for seasonal and trading-day variations
unless otherwise noted.

Total consumer installment debt outstanding, as
reported by the Federal Reserve Board, was a record
$166.6 billion at the end of June. This amount, not
adjusted for seasonal variation, was $14.0 billion, or 9.2
percent, more than that a year earlier. The average net
change (extensions less liquidations) in consumer install-
ment debt outstanding was an average increase of $1.4
billion per month during April, May, and June. This
average was larger than that for any 3-month period since
that ended in November 1973. The net change series,
which has tended to lead cyclical turns in general business
activity, continued to expand cyclically through June. A
similar series, the ratio of extensions to liquidations, also
continued to expand then. The ratio series has been an
excellent leading indicator of business-cycle peaks. During
the postwar period, it has begun to contract significantly
at least 6 months before every cyclical peak of general
business activity.

Extensions of installment credit to consumers averaged
$15.2 billion per month during April, May, and June.
This amount was virtually unchanged from that during

Category
All Installment Loans

Extended
Liquidated

Automobile Loans
Extended
Liquidated

Nonautomobile Loans
Extended
Liquidated

*Not seasonally adjusted.

Percent
Preceding

Change From
3 Year-Earlier 3

Month Period Month Period*

-0.1
-1.4

-0.5
-1.3

0.0
-1.5

+16.6
+ 5.8

+11.2
+ 4.7

+16.3
+ 6.2

the preceding 3-month period. The aforementioned
increases in the net change and the ratio series thus were
attributable to decreased liquidations, which averaged
$13.8 billion during April, May, and June. Selected
consumer installment debt data for the 3 months ended
in June are shown in the accompanying table.

During the 12 months ended in June, automobile
installment loans accounted for about 30 percent of the
total installment credit extended to consumers.

That extensions have changed little during recent
months while liquidations have decreased slightly might
reflect problems with seasonal adjustment factors. Before
seasonal adjustments, extensions were 18 percent more
and liquidations were 0.1 percent less during the 3
months ended in June than during the preceding 3-month
period. In any event, the trends of the total consumer
installment debt outstanding and of the net change in
such debt suggest that consumers were somewhat more
willing to borrow to purchase things during the 3 months
ended in June than during the preceding 3 months.

The ratio of consumer installment debt outstanding to
the annual rate of personal income is a primary lagging
indicator of business-cycle changes. This series appears to
be expanding cyclically from a trough of 12.15 percent
reached during October 1975. The level of the series for
June, 12.26 percent, was substantially below the record
level of 13.16 percent reported for February 1974, which
was the most recent cyclical peak in this series. That
consumers thus far have increased their installment debt
only slightly in relation to their incomes has favorable
implications for the continued expansion of general
business activity.

The ratio of consumer installment debt outstanding to
personal income was one of the few series that were
significantly affected by revisions of the data on
consumer credit. These revisions were recently released by
the Federal Reserve Board for the period January 1970
through April 1976. They revealed that the dates referred
to above for the most recent peak and trough of this
ratio are four and five months earlier, respectively, than
the former data indicated.

Recent trends of consumer installment borrowings
suggest that the willingness of consumers to borrow in
order to purchase things has continued to increase.
However, compared to their attitude during 1973 and
1974, consumers appear to remain cautious.

PRICES
COMMODITIES PRICES

Index
1975 1976

Spot-market, 22 commodities* 541
Commodity-futures 662
Steel-scrap $70.33

Aug. 18 Aug. 9 Aug. 16

541 541
685 719

$81.16 $80.50

Aug. 28 Aug. 19 Aug. 26

Gold $161.90 $109.45 $105.00
*For the preceding Tuesday.
Note: The indexes are, respectively, those of the U.S. Bureau of
Labor 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. Gold is the final fixing in London.
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