
Uncertainties Cloud the . . .

AGRICULTURAL OUTLOOK FOR 1971
Top level economists of the U. S. Department of Agriculture 

presented their views of this year s prospects for the nation s agriculture 
at the National Agricultural Outlook Conference late in February.

A capsule review of their forecasts follows.

The nation’s farmers can probably look forward 
to some strengthening in farm prices and incomes as 
the year 1971 progresses. Realized gross farm 
income may well achieve a new record. But farm 
production expenses will likely rise more than 
enough to offset the increase in gross income. 
Realized net farm income will thus probably fall 
slightly below that in 1970, even though the income 
situation will likely brighten later in the year.

This appraisal of the agricultural outlook assumes 
that 1971 will be a year of stepped-up activity for 
the general economy. Both fiscal and monetary 
policies are expected to favor economic growth. 
Consumers’ disposable personal incomes, boosted by 
increased Federal income tax exemptions and higher 
wage rates, are likely to rise further. Such income 
gains, although probably not as large as in 1970, 
are expected to support a strong domestic demand 
for farm products. In addition, foreign demand con
tinues exceptionally strong, with the value of total 
farm exports in the current fiscal year expected to 
hit an all-time high.

There are more uncertainties than usual in this 
year’s outlook, however, especially for crop farmers. 
They are faced with making adjustments to the new 
farm program, to the possibility of another outbreak 
of Southern corn leaf blight, and to a limited supply 
of blight-resistant seed corn. The outlook for live
stock farmers is also cloudy, with prospects hinging 
on feed costs and on producers’ breeding decisions 
during the first half of the year.

Expenses and Income Farm production expenses 
are expected to advance to another record high. 
The gain, however, seems likely to be less than in
1970. The biggest increase is expected to be for 
purchased feed. Overhead costs are headed higher. 
Sizable increases are also anticipated for wage rates, 
farm machinery, insurance, and fertilizer. Moderat
ing factors in the farm cost picture are the expected

softening in interest rates and lower prices for 
feeder livestock.

This year’s outlook for cash receipts from farm 
marketings points to a slight gain over last year. 
The increase, if realized, would probably reflect a 
greater volume of marketings, with little change from
1970 in average prices received by farmers. Crop 
receipts may register a sharp increase, while live
stock receipts will probably hold near last year’s 
level. Some decline in Government payments to 
farmers is indicated and will offset part of the ex
pected gain in cash receipts. Even so, gross farm 
income is expected to top last year’s record, al
though heavier outlays for farm production expenses 
will more than offset the income gain. Hence, total 
realized net farm income is expected to fall short of 
the 1970 figure. But with a declining number of 
farms, net income realized per farm may show only 
a slight drop from last year’s near-record level. A  
sizable gain in farmers’ income from nonfarm sources 
appears likely and will help compensate for the ex
pected dip in net income from farming.

Commodity Prospects Highlights in the out
look for major Fifth District commodities as seen by 
the Department of Agriculture fo llow :

Poultry and Eggs: Poultry farmers are still faced 
with low prices and high feed costs. Lower broiler, 
turkey, and egg prices are likely to prevail through 
mid-1971. Broiler and egg prices may strengthen 
later and average slightly higher in the second half, 
but lower turkey prices may continue. Large pork 
supplies will tend to keep poultry prices under pres
sure through midyear. Substantially higher feed 
prices are in prospect for most of the year. Broiler 
output is expected to average about the same as in
1970, but production of eggs and turkeys may be 
somewhat larger.

Dairy Products: Prospects are good for another 
rise in milk production this year. Record-high milk
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prices, an easier labor situation, and a good supply 
of herd replacements point to a slight expansion in 
output despite rising dairy ration costs. Milk cow 
numbers will likely continue to decline at a slow 
rate. Farm prices for milk are expected to show a 
modest increase, and gross income from dairying 
will probably rise further.

Meat Animals: Large pork supplies and low hog 
prices are expected through the first half of 1971. 
But prices, although down sharply from a year ago, 
have picked up in recent weeks. A  cutback in far- 
rowings will probably occur during the spring 
months, reducing pressure on prices in the second 
half.

Fed cattle marketings may hold near year-earlier 
levels through mid-1971 and then show a moderate 
increase in the second half. With consumer demand 
for meat expected to remain strong, fed cattle prices 
are likely to continue firm.

Tobacco: The outlook for tobacco is mixed. Do
mestic demand for cigarettes and other tobacco 
products remains at a high level, but the decline in 
tobacco use continues. Competition in world markets 
is growing, and United States tobacco exports in
1971 will do well to hold at the reduced 1970 level. 
Carry-over stocks will probably change little, despite 
smaller beginning supplies. Smaller marketing 
quotas are in effect this year, so growers can be ex
pected to harvest considerably less tobacco than in
1970. On the other hand, price supports are up 
4.2% and the smaller crop may well result in higher 
prices.

Soybeans and, Peanuts: The supply-demand 
situations for soybeans and peanuts offer a study in 
contrasts— too many peanuts and not enough soy
beans. Peanut supplies are at record levels, about 
16% above a year earlier. Output this season was 
one-third above edible requirements and farm use. 
Soybean supplies, however, are tight and 6%  below 
a year ago. Usage of soybeans is exceeding produc
tion by a wide margin for the second consecutive 
year and will result in another sharp drop in carry
over stocks. Price support for 1971-crop peanuts 
has been set at $267 per ton, up 4.7% from last 
year; for soybeans the support level continues at 
$2.25 per bushel.

Cotton: Prospects for larger disappearance and 
a slightly smaller supply highlight the cotton outlook. 
The increase in disappearance reflects better export 
prospects resulting from dwindling supplies and ex
panding use of cotton abroad. Combined domestic 
mill use and exports may exceed 1970 production 
by over 1 million bales, cutting the cotton carry-over 
this summer to around \]/2 million bales, smallest

since 1952. Cotton prices have generally been 
stronger this season, with the shorter staples doing 
best. The 1971 loan rate for Middling 1-inch cotton 
at average location is 19.50 cents per pound, down 
about 2 cents from 1970.

Farm Credit Outlook Farmers are expected to 
use more credit this year than in each of the past 
several years. Keys to this outlook are the easing of 
the tight money situation and prospects for lower 
interest rates and higher production costs.

Funds for farm loans should be more readily 
available both to lenders and to farm borrowers. 
Life insurance companies, almost out of the farm- 
mortgage lending business in 1970, may be con
siderably more active this year. But with lenders 
increasingly quality conscious, the repayment ca
pacity of the farming operation and the management 
ability of the farmer are likely to figure more im
portantly in evaluations of loan requests.

Both long- and short-term farm loans will probably 
carry lower interest rates. The decline in interest 
rates in the money markets late last year and early 
this year has already resulted in some lowering of 
farm-mortgage interest rates by life insurance com
panies and the Federal land banks. Production credit 
associations are also expected to cut their rates be
cause of the sharp drop in the cost of their loan 
funds obtained from the central money markets 
through the Federal intermediate credit banks. With 
the recent increases in bank liquidity, commercial 
banks can also be expected to make more funds 
available for farm lending. Many small banks, how
ever, rely primarily on local sources of funds and 
as a consequence their loan rates are less sensitive 
to changing money market conditions than are those 
of PC A ’s or of large, city banks that regularly tap 
the central money market. In the recent tight money 
period, for example, country banks did not raise 
short-term interest rates as promptly or as sharply 
as city banks. On the other hand, cuts in their rates 
may not be as great or as promptly forthcoming as 
those for city banks.

Farmers will likely remain conservative in making 
additions to their long-term debt in 1971. Indica
tions are, however, that the use of farm real estate 
credit will accelerate. Many farmers need to catch 
up on capital improvements, and if interest rates 
continue to soften, they may consolidate some of 
their unwieldy short-term debts into long-term real 
estate debt. Rising costs of production inputs and a 
new farm program that encourages larger plantings 
will increase day-to-day operating expenses and 
maintain a strong demand for short-term credit.
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Some Implications of New Farm Legislation
The Agricultural Act of 1970 contains provisions 
applicable to the 1971-73 crops of cotton, feed grains, 
and wheat that are quite different from the pro
grams of past years. Participation is voluntary, and 
those who choose to participate and receive program 
benefits have much more freedom to plant and 
manage their cropland. The flexibility provided by 
the 1970 legislation makes farmers’ response to it 
highly uncertain.

The new farm program is designed to (1 ) help 
farmers shift to a market-oriented agriculture and 
away from reliance on Government programs; (2 ) 
give farmers more options on what and how much 
to plant; (3 ) protect and improve farmers’ incomes; 
and (4 ) keep farm production in line with antici
pated demand.

While the 1970 Act continues to protect farm in
come through payments and loans, it has shifted loan 
levels of the supported crops to specified minimum 
levels and away from parity. It thereby eliminates 
the loan escalating features which have threatened 
to price United States farm products out of world 
markets in the past.

A  major departure from former farm programs 
is the elimination of the old system of crop-by-crop 
allotments whereby a farmer’s planting of the af
fected crops was limited to his acreage allotments or 
base less diversion. Now allotments and bases no 
longer dictate the number of acres a farmer is per
mitted to plant. Instead, they are used only to 
figure the set-aside acreages and price support pay
ments. Another significant feature of the new 
legislation is the elimination of the cross compliance 
requirement. A  farmer who operates several farms 
may now participate in the various programs on 
one or more farms without doing so on others.

A  farmer who has cotton and/or wheat allotments 
or a feed grain base may become eligible for program 
benefits by signing up for a specific program or pro
grams during the enrollment period, setting aside the 
required number of acres, and maintaining his farm’s 
conserving base. Under the set-aside provisions in 
effect for 1971, a cotton farmer is required to set 
aside to approved conservation uses an amount of 
cropland equal to 20% of his farm’s base acreage 
allotment; for the feed grain producer, the set aside 
amounts to 20% of the farm’s feed grain base; and 
for the wheat farmer, it equals 75% of his domestic 
allotment.

Once a farmer sets aside the required amount of 
cropland to approved conservation uses and main

tains his conserving base, he is free to plant as much 
cotton, feed grains, or wheat as he has remaining 
cropland. Or, he is also free to plant his remaining 
acres in crops of his choice, except the quota crops 
-—tobacco, peanuts, rice, sugarcane, and extra long 
staple cotton. This set-aside provision not only 
gives the farmer freedom to shift acres to crops he 
can best produce, but it also enables him to employ 
his land, machinery, and other capital resources 
more efficiently.

A  farmer is required to plant a specified per
centage of his farm’s acreage allotment or base 
acreage each year to preserve his allotment or base 
acreage history. He may plant either the crop for 
which he has an allotment or base, or an authorized 
substitute. For 1971, the required planting per
centage for cotton is 90% of the farm’s base acreage 
allotment; for feed grains, 45% of the feed grain 
base; and for wheat, 90% of the domestic allot
ment. A  producer who plants less than the required 
percentage will have his base or allotment reduced 
the following year by the amount of the underplant
ing, up to 20%. If no crop or authorized sub
stitute crop is planted for three consecutive years, 
the entire allotment or farm base for the affected 
crop will be removed from the farm. Loss of allot
ments or base can be avoided, however, if the farmer 
makes the required set aside and does not collect 
the price support payment or if he was prevented 
from planting the required acreage because of some 
natural disaster. A  farmer may plant wheat or feed 
grains in lieu of cotton for history preservation, but 
he will not receive cotton price support payments. 
Cotton cannot be substituted for wheat allotments 
or feed grain bases, however.

The broader substitution privileges provided by 
the 1970 Act have special significance this year in 
view of the very real threat of Southern corn leaf 
blight and the shortage of blight-resistant seed. 
Corn producers, for example, may plant wheat and 
grain sorghum on their feed grain base without loss 
of history or payments. Farmers in all or parts of 
nine Southern states, including the entire states of 
North and South Carolina, have also been declared 
eligible to apply for permission to substitute soy
beans or other crops on corn acreage in 1971 if they 
can show that they are unable to obtain enough 
blight-resistant seed to plant at least 45% of their 
corn acreage base. Similar authority for farmers in 
several other states is under study.

Sada L. Clarke
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