


People concerned with the immediate future of the agricultural indus-
try of the Pacific Northwest continually need situation and outlook in-
formation on which to base decisions. These reports were prepared
through the combined efforts of the Extension Services and various
departments in the schools of agriculture at Oregon State University,
Washington State University, and the University of Idaho, consulting
with the U.S. Department of Agriculture and other agencies. The
reports represent the latest factual information available and jointly
considered interpretation of the facts as they affect the Pacific North-
west as 1976 approaches.
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The General Economy

ECONOMIC OUTLOOK FOR 1976

The U.S. economy is trying to climb
out of its worst recession in more than
30 years. The Gross National Product
in real terms is starting to rise after
five consecutive quarters of decline.
Progress in 1976, however, is expected
to continue to be slow. Automobile pro-
duction increased in August but not
very robustly. New housing starts are
increasingup 9 percent from a year
earlierbut are still far below the
level of 1972. Business inventories
have been dropping since January, en-
couraging new ordersup 11 percent
during the same period. Still, con-
fidence in the upturn apparently is
weak, as "real" expenditures for new
plants and equipment is clown 8 per-
cent from a year earlier and is expected
to do little more than level off in the
near future.

One of the effects of rigid price
setting by both big business and big
labor on our economic system has been
a relatively low amount of investment
going to increase our productive ca-
pacity. (This is not to deny that other
contributing factors such as tax policy,
cost of capital, etc. also have had an
influence.) From 1960 through 1973
the U.S. invested only 17.5 percent of
its output (discounting the effects of
inflation) to rebuild its fixed invest-
ment in production equipment. This
compared with 35 percent for Japan,
25.8 for West Germany, 24.5 for
France, 21.8 for Canada, 20.5 for Italy,
and 18.5 for Great Britain. Ultimately,
this relatively low level of investment
in plant and equipment is likely to af-
fect the ability of the U.S. to competi-
tively increase output.

Meanwhile, consumer prices have
increased more than 8 percent over last
year (when we had double-digit infla-
tion), while wholesale prices, rising at
an annual rate of 6 percent suddenly
jumped 1.8 percent in September.
"Real" disposable income (discounted
for inflation) has turned upwards and
outstanding consumer credit has stabi-

Prepared by J. B. Wyckoff, coordinator, Ex-
tension economics, Oregon State University.

lized. Inflation is likely to continue to
be a serious problem, as the Federal
deficit grew at an annual rate of over
100 billion dollars (luring the second
(luarter of 1975 and will likely ap-
proach 70 billion dollars for the year as
a whole.

There have been major shifts in how
we spend our Federal budget. National
Defense spending has decreased from
56 percent of the budget in 1956 to
27 percent in 1976. At the same time,
Federal benefit payments for indi-
viduals have increased from less than
20 percent in 1956 to more than 44 per-
cent of the total budget in 1976. Tn con-
stant dollars (adjusting for inflation)
National Defense has decreased nearly
20 percent during the two decades end-
ing in 1976, while Social Security, wel-
fare and other Federal Transfer pay-
ments to individuals have increased
150 percent. Spending by all levels of
government now makes up a third of
our national output. If domestic as-
sistance programs were to continue to
grow for the next two decades at the
same rates as in the past two, total
government spending would grow to
more than half of our national output.

The Federal Reserve Board, in its
attempts to ease the inflationary pres-
sures while maintaining economic re-
covery, is causing interest rates to move
again. The prime rate rose from less
than 6 percent in May to more than
7 percent in September, and then
started to ease. Still, increases are likely
as we move into mid-1976.

Unemployment, seasonally adjusted,
had decreased by September one per-
centage point from its high to 8.4 per-
cent of the civilian work force, but still
greatly exceeded the year earlier level
of 5.4 percent. II jumped to 8.6 per-
cent, however, in October. With lower
business inventories on hand, ultimately
the unemployment rate can be expected
to decline, provided consumers' real
disposable income increases and con-
sumers don't significantly change their
consumption-savings pattern. If Con-
gress were to cut both taxes and Federal
spending enough to lower the growth

rate of our Federal debt, it would help
build confidence in the economy. How-
ever, even this won't be enough to con-
trol inflation without responsible re-
straint in wage and price movements
on the part of labor unions and in-
(lustry. The Federal Reserve Board
will have to slow the growth of the
money supply also. Recovery will de-
pend upon increased consumer pur-
chasing, encouraging a rise in output,
investment, employment, and produc-
tivity.

Prices received by farmers were
averaging about the same as a year
earlier, with crop prices clown 9 per-
cent and livestock prices up 11 percent.
Prices paid by farmers increased 9
percent during the year, resulting in a
20 percent drop in net farm income.
Agricultural exports continued their
contribution to our balance of trade (a
net balance of about 12 billion dollars)
and our total current international ac-
count has been running on the positive
side of the ledger.

Farmers can expect to pay higher
production costs next year. The level
of prices received by farmers is less
certain, since the total production and
carry over of our major crops is not
yet known. Embargoes of grain ex-
ports this past fall have not helped the
farm price situation. International de-
mand remains strong and foreign grain
stocks low. But the uncertainty caused
by embargoes and shipping interrup-
tions (such as the recent union refusal
to load grain for export to Soviet
countries) has affected the plans of
international customers. The official
wheat-export embargo was removed
with the finalizing of an agreement that
the U.S.S.R. will pay a minimum of
6 million metric tons, wheat corn,
each year for the next five years begin-
ning October 1, 1976. If their pur-
chases exceed 8-million metric tons in
any one year, the U.S. government
again, becomes involved.

The depth of the present recession
surprised most economists. Traditional
theory was not designed to handle an
economic system made up of concen-
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trated production firms, large labor or-
ganizations, and huge government
bureaucracies. With a built-in expecta-
tion of continuing inflation, the large
industries can administer their prices,
building inflationary expectations into
their pricing systems. Organized labor
observes what is happening and insists
that these expectations automatically
be built into wage settlements. These
increases are passed on to the con-
sumer.

Another important new element in
our economic structure is the emer-
gence of multi-national corporations.
Although these corporations have a na-
tional base, it is implicit in their ac-
tivities that they tend to treat all coun-
tries alike. For example, if it is profit-
able to manipulate currency to the
detriment of some one nationeven
if it happens to be its home country
the multi-national will unhesitantly par-
ticipate. The recent revelations relative
to bribes to foreign governments by
U.S. based multi-nationals indicates the
extent to which they now may be in-
volved in "multi-national colonialism."

Theoretically the power rests in gov-
ernment to control organizations that
indulge in monopolistic practices at the
expense of the general public. How-
ever, the Federal Trade Commission's
efforts at enforcing anti-trust policy are
ineffective.

Meanwhile, big government, attempt-
ing to apply fiscal policies designed to
offset rising unemployment, is creating
inflationary budget deficits on the order
of 70 billion dollars every year. Declin-
ing effective consumer demand (which
causes unemployment) results from ad-
ministered prices rising faster than
disposable income. And as inflation
occurs, taxes take an increasing amount
of worker's pay checks too, because of
the progressive income tax structure.

Lester Thurow, world fiscal author-
ity and economist from Massachusetts
Institute of Technology, recently
pointed out that simultaneous inflation
and unemployment will force changes
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in our expectations of how our econ-
omy works. He feels that inflation is
built into present economic system be-
cause large and growing concentrations
of economic power in both business and
labor are the rule rather than the ex-
ception. These concentrations of eco-
nomic power can be prevented from
raising prices and wages only by
severely depressing the economy. That
would mean creating low levels of de-
mand and high levels of unemployment.
When the economy is near capacity,
strong unions and companies both find
it possible to raise prices and wages
faster than would occur in a competi-
tive economy. The nature of the prob-
lem is illustrated by comparing the re-
duction in demand that is necessary to
cause price decreases in the automobile
industry with the ease with which
prices of farm commodities can fall
whenever supplies rise relative to de-
mand.

Thurow further states that our ca-
pacity to raise prices and wages faster
than would occur in a competitive
economy are supported by modern
fiscal and monetary economics. Since
all of the large players in the economic
game know that the government will
not willingly let the economy collapse
no matter how much wages and
prices risethe very fundamental
sense of discipline in the market is
absent. The result is that no matter how
wisely or foolishly the government acts,
it cannot achieve low rates of both in-
flation and unemployment.

The standard economic solution to
this problem would be to break up the
concentration of economic power
(firms and labor unions) causing the
problem. Yet Thurow points out that
the current economic discussions do not
include this suggestion. We apparently
must find a way to live with the exist-
ing economic structure.

He proposes three options. We can
attempt to run the economy at a rate
approaching full employment while
trying to design ways to minimize the

effects of inflation. To accomplish this
we probably would have to adopt some
form of indexing to make sure that all
prices and wages rise together rather
than at different rates. This creates
problems in attracting resources to
growing industries and withdrawing
them from declining industries.

A second option is to run the econ-
omy at a level where inflation is not
a problem and then design ways to keep
the resulting unemployment from being
too painful. Programs of guaranteed
public employment (an increased
public payroll) probably would be
needed to create full employment not
provided by the private economy.
While either of these solutions might
work, they would substantially alter the
structure of our current economic
system.

The third option is to continue to
"muddle through," as we are at the
present. This essentially means running
the economy at a level of inflation and
a level of unemployment, both of which
are generally unacceptable in the long
run.

It will take time to achieve any major
changes in our economic system. Such
changes will have to be accomplished
largely by political action. The "half
life" of politicians is likely to be too
short for them to see the results. Thus,
the politicians who must cause short-
run dislocations to enable the economy
to make long-run gains may not be
around to collect the credit.

The difference in economic and po-
litical time horizons may pre-empt the
leadership necessary to recognize and
ameliorate these situations. Fixing the
maximum number of terms a legislator
can serve should relieve some of the
pressure toward short-run decisions,
since they would know they would not
be around in any case. Statesmanship,
by definition "showing wisdom in treat-
ing or directing public matters," should
be accomplished more easily by those
not running for re-election.



International Trade
ECONOMIC OUTLOOK FOR 1976

International trade in agricultural
prodticts always has been important to
U.S. agriculture. In recent years, how-
ever, with uncertain world crop pro-
(lUcti011 and a growing population, it
has become even more significant.
\Vhere food (lonations and conces-
oonarv sales have been important in
moving U. S. agricultural production
into international trade in the past,
nearly all of the present trade is on
commercial terms.

Trade is important to the American
farmer since the production from about
one out of every four acres goes into
international channels. Trade in agri-
cultural pn lucts is important to the
general public because of the employ-
ment it creates, the higher standard of
living that results from trading, and
the fact that agricultural trade has been
making a positive contribtition to our
international balance of payments. In
1975, commercial trade in agricultural
products resulted in a net balance of
agricultural trade of about 12 billion
dollars. Deducting the value of govern-
ment program shipments, the net bal-
ance was still approximately 11 billion
dollars.

Forecasting international trade under
the present conditions where not only
traditional forces, but other such as
organi ze I labor in fi uence. foreign
policy, trade policy, domestic farm
policy, and price cnd wage policy is a
hazardous business. There has been a
tendency in the U.S. to view trade as
an adjunct to domestic farm policy
rather than as a formal policy in itself.
Thus we are always willing to trade
when we have domestic surpluses and
low farm prices, but we tend to em-
bargo commodities (for example wheat
and soybeans) when domestic supplies
are low and consumer prices begin to
rise. Consumers and politicians ap-
parently have failed to understand the
relationship between imports, exports,
the international balance of payments,
and their standard of living.

Prepared 1w j. B. \VvckoIf, coordinator, f.x-
tension economics, Oregon State Fniversitv.

External to the domestic economy,
we are trying to establish longer term
contracts with the major trading na-
tions wh( se purchases fluctuate greatly
from year to year. An agreement has
been completed with Russia that es-

tablishes the level of \vheat and feed
grain exports to the USSR, depending
on the size Of the U.S. cr01). Subsidiary
to this leal is an attempt to tra Ic fi

a daily supply of 200,000 barrels of oil
at 'favorahle'' prices. This part of the
agreement has not yet been firmed up.
\Ve also have accomplished some
longer-term contracts with other im-
porting nations. Contracts of at least
three years duration have been nego-
tiated with Taiwan and Japan.

While the U.S. still has some regu-
lations that c )ntrol iin )orts into the
U. S., the maj or change in policy in
recent years has been the tendency to
control exports Such controls, justi-
fied primarily on the basis of domestic
1)rice impacts, tend to be poor economic
tools for controlling inflation. As

imiiiye I-Iillman, an expert in foreign
policy from the University of Arizona,
points out, ''Such controls affect the
international value of currency in the
country imposing these controls. For
example, if Fnited States grain can't
be purchased by foreign traders, (101-
lars become less valuable. In a world
of floating exchange rates, that loss in
value is soon reflected in what the dol-
lar can buy and has inflationary impact
in the United States.''

Major export restrictions on food-
stuffs by the U.S.,. added to price in-
creases and export limitation by foreign
oil producers threatens to weaken
world trole and start a slow down in
real economic activity throughout the
world. Restricting exports of vital com-
modities (listorts world trade patterns,
with the ultimate danger of the collapse
of international trade. Trade regula-
tions, by' way of export interferences,
whatever their economic motivation,
cannot be limited to exports alone.
Thus export controls will inevitably
lead to other forms of protection.

As long its the U.S. had agricultural
surpluses, and used international out-
lets as residual markets, c1 mestic food
prices v crc not affected. With the stir-
pluses gone am I international demand
for foodstuffs and feed grain increas-
ing. however, domestic prices are being
atfected. The further impact of large
I )roduction variations within the
U.S.S.R. with associated large ''ni and
out international purchases of wheat
and feed grains, has caused extreme
price instability in international mar-
kets.

The use of long-term, bilateral con-
tracts. such as the one negotiated with
the U.S.S.R., is one means of attempt-
ing to stabilize international ( and thus
domestic) commodity prices. However,
unless the U.S. government under-
writes the contracts of our pri\itte trad-
ing companies, they are unlikely to be
willing to assume the risks of such
deals with the state trading agencies
used by most countries throughout the
world. This might result in the ex-
porting cotnitries without state tra(ling
becoming residual suppliers and thus
even more subject to instability'.

Information exchange has been pro
posed for facilitating stability in inter-
national trading. The early warning
system of the FAQ is an example of
such an information sy'stem. Such a
system would potentially reduce specti-
lative excesses when supplies are short.

The (Itiestion of world food reserves
has become important. There is little
doubt that some reserve system eventu-
ally will be established. However, the
size, control and who will bear the cost
of such a system is still undetermined.
There is also the problem of maintain-
ing trading stocks. Iwo main assertiojis
often are made regarding the manage-
ment of stocks; importing nations have
the responsibility' to protect themselves
from va riati II in available worli I sti p-
plies, and, countries with large varia-
tions in import demand have a respon-
sibility' to manage stocks in a manner
that stabilizes their annual require-
ments from the world market. A dis-
tinctioli is drawn between the two
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groups since equitable sharing of the
burden of stocks management may re-
quire dittering ratios of reserves to
total use.

Commodity agreements have been
suggested as a means for sharing this
responsibility. Requirements that im-

porting countries maintain a minimum
le\el of purchases each year can put
a floor under export demand. If price
also is subject to a floor level, minimum
and total world export earnings also
could be determined. This would help
stabilize production decisions within
exporting countries. The problem of
allocating the minimum purchases
among exporting countries is the diffi-
cult issue. Thus long term bilateral
contracts, such as that negotiated with
the Russians, may function better for
an individual country.

U.S. agriculture traditionally has not
fared well under the GATT (General
Agreement on Tariffs and Trade) ne-
gotiations because it has been a residual
part to the contract and has been sacri-
ficed to get the concessions wanted on
industrial and other products. In the
negotiations presently under way in
Geneva, however, there has been one
Trade Act change. It is "To the maxi-
mum extent feasible, the harmoniza-
tion, reduction or elimination of agri-
cultural trade barriers and distortions
shall be undertaken in conjunction with
the harmonization reduction or elimina-
tion of industrial trade barriers and
distortions. Agricultural leaders find it
imperative that the negotiations on agri-
culture and industrial items take place
simultaneously and in the same context.

A recent study shows that U.S. meat
animal producers generally would be in
a strong competitive position under
totally free world trade. U.S. farmers
would have a competitive advantage in
fed beef production, while pork pro-
duction would remain about the same.
Lamb and mutton production would
decline even more rapidly than at
present. Net impact upon the poultry
industry would be modest, while milk
production would be about 10 percent
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lower than at present. \Vool production
and prices under free trade would he
expected to drop sharply. Cotton pro-
(luction and prices would be down
about 10 percent with larger textile
iniports expected.

Grain prospects would be improved
substantially by free trade. U.S. wheat
producers would enjoy a substantial
competitive advantage and rice produc-
tion would increase about 15 percent.
Sharply higher production of feed
grains would be expected. Soybeans
would benefit moderately while peanuts
would be hurt substantially.

Citrus production and prices would
be stronger, but producers of other
fruits and vegetables would face strong
competition in some markets. However,
the United States would remain com-
petitive for those fruits and vegetables
for which production can be mecha-
nized. A substantial part of the higher-
cost sugar beet production in the
United States would be eliminated.

In total, U.S. farm output would in-
crease about 5 percent under free trade.
Cr01) output would increase 6 or 7 per-
cent, while livestock output would re-
main about the same. Trade in beef
and Poultry would increase, but milk,
sheep and lambs would decline. Overall
farm prices might he slightly lower,
with livestock prices 1 percent to 2 per-
cent higher while crop prices could be
down by about 7 percent.

U .5. consumer prices probably would
not change appreciably under free
trade. Meat prices might he slightly
higher, but the prices for dairy prod-
ucts, some fruits and vegetables, pea-
nuts, and peanut products would be
a little lower. Consumers would receive
some benefits from price declines in
non-food products such as cotton and
wool.

The general outlook for agricultural
exports in fiscal 1976 looks quite good.
Exports of about $22 billion, the same
as for fiscal 1975, are forecast. Major
increases in purchases are expected
from eastern Europe, the U.S.S.R.,
South, Southeast, and East Asia,

Japan, Canada, and North Africa.
Larger carryover stocks in Western
F.urope probably will keep the value of
exports to that area below that re-
corded in 1975. The rather sluggish
recovery from the general economic
recession in these countries also will
dampen demand. Latin American mar-
kets reflect a good production year and
a balance of paynlents probletii. Ex-
ports to China are expected to be only
minimal. Since agricultural imports are
not expected to increase, agricultural
trade again will contribute positively to
the United States balance of payments.

Turning to in(lividUal commodities,
export values forecast for 1976 are
expected to be slightly higher for grain
and feed, livestock and meat products,
fruits and vegetables, dairy and poultry
products, tobacco, and sugar. They are
expected to (lecline for fats and oils
and cotton. The projected exports for
next year on wheat are 34 million
metric tons with a supply of 47.6 mil-
lion metric tons available for export. If
this expectation is realized, carry over
stocks of wheat in July, 1976 will be
increased by 4.9 million metric tons
over July, 1975.

In the aggregate, it appears that agri-
cultural exports will have another good
year in 1976. in the longer term, the
GATT negotiations currently under
way will have major impact. If agri-
cultural negotiations are conducted
simultaneously with industrial, as speci-
fied, then some concessions are likely
to be gained on present barriers affect-
ing agricultural trade. Simultaneously,
the precedent set by the bilateral trade
agreement completed with Russia rela-
tive to wheat and feed grains could be
quite significant. This may cause other
nations, dependent upon imports of
these commodities, to negotiate con-
tracts to guarantee themselves a supply
in short supply periods. 1976 should
be an interesting year in plotting the
long term direction of international
trade in agricultural products.



Cereal Grains

ECONOMIC OUTLOOK FOR 1976

World Grain Situation
The world grain situation is expected

to remain tight even though the total
wheat and coarse-grain harvest is pro-
jected to be 951 million metric tons,
second highest production on record,
and 3.3 percent greater than that of
1974-75.

World trade in grains, because of
production shortfalls in major import-
ing areas and projected higher import
demands in these areas, plus a good
harvest in some primary exporting na-
tions, is projected to be 152 million
metric tons, an increase of almost 11
percent over the previous year.

World consumption of wheat in-
creased an average of 414 million
bushels a year from 1966-67 through
1973-74. Consumption declined in
1974-75, but is projected to increase
more than 300 million in the current
marketing year. This trend in wheat
usage has rather consistently out-
stripped production in recent years thus
reducing carryover stocks from 3.9
billion bushels in 1969 to a projected
carryover of only 1.8 billion next
summer.

There are indications that this trend
in world wheat consumption will con-
tinue into the foreseeable future. The
developing countries now have 70 per-
cent of the world's people, but account
for 86 percent of the population
growth. In less than 10 years the
world's population is likely to increase
by one-fourth--or a billion more
people. Most of these people will be
in the developing countries where food
grains, primarily wheat and rice, are
the important foods.

Having more people in the world
doesn't, by itself, create a greater de-
mand for wheat. Individual purchasing

Prepared by Owen \Virak, Extension econo-
mist, Washington State University.
* \arying units are used in this report be-
cause reporting agencies arc not yet stan-
dardized on metric measurements. In order
to make comparisons, use these conversions:

1 short ton (2,000 pounds) x 11023 =
1 metric ton (2,204.6 pounds)
There are 331 bushels of grain in a short
ton, and 36.7 bushels in a metric ton.

power has been increasing at a rate of
3 to 4 percent annually in developing
countries, however, which does provide
the necessary buying power. For ex-
ample, India, a very poor country, was
the major cash buyer of U.S. wheat
from the 1974 crop, taking 125 million
bushels.

The feed situation promises to re-

main relatively tight, also. Although
world stocks of feed grains are ex-
pected to increase to about 54 million
metric tons at the end of the current
marketing year, up 16 percent from last
summer, this is considerably below the
most recent high figure of 81 million
metric tons in 1969 and 99 million in
1961. Total world consumption of feed
grains is projected to be the second
highest on record, exceeded oniy by the
1973 crop.

From the mid 1960's until 1975 the
feed use of grain outside the U.S.,
excluding the Soviet Union, China,
and eastern Europe, increased uninter-
ruptablv and at an annual average rate
of 4 percent. In 1974, however, foreign
grain feeding declined, dropping by
about 2 percent to an estimated 156 mil-
lion metric tons. This decline brought
the level of feeding activity down about
10 million metric tons from where it
would have been if the earlier trend had
continued. The depressed state of eco-
nomic activity world wide and de-
creased consumer buying po\r are
believed to have been the main causes
for the reduction in grain feeding.
More than 75 percent of the grain feed-
ing that takes place overseas, excluding
China, U.S.S.R., and Eastern Europe,
occurs in \Vestern Europe, Canada,
and Japan.

The current tight world grain situa-
tion is largely a result of shortfalls
(lower than anticipated) in the Soviet
Lnion anti Europe which almost offset
the sharp increase in U. S. production.
The U.S.S.R. apparently harvested
only about 160 million metric tons of
its 215.7 million metric-ton target. Of
this, wheat is expected to account for
about 70 million metric tons.

The variability in Soviet grain pro-
duction is indicated by the following
figures. 1972 156 million metric tons,
1973 206 million, 1974 181 million and
1975 160 million. The major swings
have occurred primarily in wheat pro-
(luction which can vary more than
nearly 30 million metric tons from one
year to the next. Most of the Soviet
Union's grain is produced on dry land
that is subject to all the vagaries of a
northern latitude climate. (Two-thirds
of the cropland in the Soviet Union lies
north of the 49th parallel. All of the
U.S. cropland lies below this parallel.)

U.S. Grain Situation
The U.S. wheat situation is high-

lighted by a record crop and near-
record supply, but uncertainty about
exports and prices.

The 1975 crop of 2,135 million
bushels and the June 30, 1975 carry-
over of 319 million bushels add up to
the third largest supply in history and
about 400 million bushels above 1974.
The 1975 crop is 19 percent larger than
the 1974 record crop and is the fourth
record crop in a row. Carryover stocks
of 319 million bushels were up from
247 million a year earlier and com-
pared to 438 million on June 30, 1973.

The increase in U.S. production in
1975 was (be to both increased acres
anti increased yields. Harvested acre-
age at 69 million is about 3.4 million
acres greater than 1974, while estimated
yield per harvested acre increased from
27.4 to 31 bushels.

Wheat disappearance for the 1975
crop will be approximately 2 billion
bushels according to the latest U.S.D.A.
estimates. This is approximately the
same as the disappearance for the 1972
crop, when Soviet grain purchases were
also a key factor in the market.

Exports are expected to total 1.3 bil-
hon to 1.4 billion bushels, also a record.
Domestic wheat use is projected to re-
main fairly stable, at between 690 and
735 million bushels.

While the U.S.S.R. will be the
world's largest quantity grain importer
(luring this marketing year anti the
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heaviest hover from the Uiiiteil States,
i nanv (it lie r countries or regi ohs Ci in
sistantiv buy large (juantities of 1. .S.
wheat. These include Japan k( rea
am I western Europe. These, am I other
coOn ries that represent a gr wi ig mar-
ket for U.S. wheat, should not be ig-
nored in all the excitement about Soviet

rani purchases.
'[lie administration place I a mora-

ti riuin on further sales to the Soviet
Union last summer a ftei- that country
h:o I pu rchasei I 1 0 iiii lb on n et nc tons
of U. S. wheat and feed grains. '[lie
moratorium resulted primarily fri m the
lot erna t ii inal I n gsh ) rem en ciii ha rgo
on loading of U.S. grain destined for
Soviet ports. The moratorium Con-
tinued in effect until October 20, when
the administration announced a U. S.-
So\'iet agreement that had been under
negotiation for several weeks.

Under terms of the LS.-L.S.S.R.
grain agreement, the Soviet Union will
buy a minimum of 6 million metric
tons of wheat and corn, 1 wheat and

corn, annually for each of the next
five years, beginning October 1, 1976,
with an option to buy an additional
2 million metric tons without obtaining
prior U. S. government appro'l-al.
Shtiid the Soviets wish to buy more
than 8 million metric tons in any given
year, they would have to negotiate with
the United States for the additional
quantities. Also, consultations are trig-
gere I if the total U. S. su p1y ( pro(luc-
tion plu carryover) of the six major
grains ( wheat, oats, barley, rye, corn,
and orghuni ) is less than 225 million
metric tons in any year. The U.S.S.R.
will endeavor to space their purchases
from the United States and their ship-
ments to the U.S.S.R. as evenly as po-
sible each 12 month period. Ship-
ments will be made in accordance with
the proviiions of the Amen can-Soviet
maritime agreement in effect. 'There are
no restrictions on sales (if barley, oats,
rye, grain sorghums, rice, and soy'-
beans other than the total-supply reser-
vation noted. Purchases under the
agreement will he made at market
prices prevailing at the time the trans-
actions are concluded and in accord-
ance with normal commercial terms,

There are many pros and cons of the
grain agreement. Supporters contend
that:

(1) it resulted in the termination of
the International Longshoremen's boy-

cott against ba (Ii ng ca rg ie s b( a.in I t

the Soviet knion:
(2) it should quiet the public con-

I roverv which grain sales to the
'.S.S. R., have stirred up in the past

3 1 it provides for an even flow of
substantial quantities of grain to the
LS.S.R., rather than the highly vola-
tile pattern which has occurred since
1972:

(4 ) it prO\ ok's a iiiarket for '.5.
grains.

;rower gri (Ups C( )hlten) I that:
the igrcenent (loent open up

ne\v markets, I.ince the market was
already there. 'l'he Soviets lurchasel
38 million metric toils of gr;on from
the 1_.. S. between J ulv 1, 1972 and June
30. 1975: or an average of ;ll) ut 13
million a year without any I urcliasc
agreement.

(2) the agreement is a retrictive
document which formalizes the U. S.
government's involvement in the mar-
ket place until September 30, 1981:

3) it represents a" take over of
agricultural p (Ii cies by the l)epa rtment
of State:

4) it conflicts with free market
principles espoused by the administra-
tioii

5) while the agreement was being
formalized, b'S. farmers lost out on
millions of tons of additional grain
sales to the b'.S.S. R., thus causing
grain prices to be lower than they
VOi.11d hive been Other\vise.

In many re I )ects, the grai ii na rket
in 1976 will resemble last year. There
is uncertainty about final w mId Ic-
niand and grain production in the
southern hemisphere. \Vorld f a id ama I
feed grain supplies are relatively tight
and prices will continue to fluctuate
over fairly wide ranges from week to
veek---influenced mainly by weather

news.
One major difference this year is the

size of the 1975 LS. grain cropa
recor I wheat cro and a near-record
feed-grain crop. This huge supply of
grain will have a moderating effect on
the entire world grain price structure.
Another moilerating factor is the nec-
or 1 1975-76 w rl 1 rice cr( p, which will
allo'v some buildup in world stocks anil
temper import demanil by sonic mi-

porters, particularly in southeast Asia.
If early indications of 1976 world crop
prospects are favorable, there will lie
considerable downward pressure on

wheat prices in the last half (Jf the
n a rket in g year.

At this point, it appears that it will
re lui re substantial new an I unexpected
export busi ness am I/i r ncvs of unfay-
oralde world Cl_Op prospects to cause
wheat prices to strengthen substantially.

\\ heat markets, ti)), are likely to be
sensitive t i far:ucr' storage and mar-
keting strategies. lanners generally
have sold enough grain for ctshi re-
quirements and are in a 1 osition to bold
supplies off the market in the short run
and thus force buyers to bid up prices
to get grain out of storage.

An important point for proilucers to
remember is the strength that does
exist iii grain prices is due largely to
1975 cr01) shortfalls in the Soviet
I. ni ni and Lastern Europe and extra-
on hoary purchases of grain by these
o aintries in world markets.

Pacific Northwest Grain Situation
The three Pacific Northwest states

prOduced a record cr01) of 258 million
bushels f wheat in 1975. Harvested
acreage was lown 3 percent from 1974,
but 16 percent higher than in 1973.
i'his huge crop exceeded available
storage and millions of bushels had to
be stored on the ground.

A record white wheat crop of ap-
proximately 215 million bushels, plus
a 22-million-bushel carryover and ex-
cellent 1976 winter wheat crop pros-
pects \vill have a bearish impact (iii
white wheat prices throughout the rest
of the marketing year. Members of the
trade have projected white wheat ex-
ports at 170 million bushels. If domes-
tic disappearance is 20 million, the
C:rrv )ver next J tine 30 will be about
50 million.

Another bearish factor (in the white
wheat market is the extraordinarily
large soft-re I-winter and yellow-hard-
winter wheats, which have been selling
at substantial discounts (particularly
SR \V) to I acific Northwest white
wheat. For exaniple, on October 30,
1975, the export price for No. 2 West-
ern \\ bite was 84.20 per bushel, while
N0. I Soft Red Winter at the Gulf was
quoted at S3.70, a 50 per bushel dis-
count. Countries looking for the cheap-
est wheat have been buying, and will
continue to buy, soft red winter in
preference to white wheat as long as
this wheat is priced at such a (hiscount.



Hay and Forage

ECONOMIC OUTLOOK FOR 1976

The i1enand for hay is closely cor-
related vi th the number (if roughage-
consuming livestock in any given
region. The primary market for this
product is more localized than for most
agricultural products. The supply of
hay at the start of a winter feeding
period is a combination of carryover
of old stocks and production (luring
the past sumnier.
Supplies in Pacific Northwest
Smaller

In spite of a larger carryover of
stocks in each of the Pacific North-
west states on May I, 1975, overall
hay supplies for the 1975-76 feeding
season are smaller than last year.
Carryover in the three states was 21
percent larger than a year ago, but
1975 production was (lawn by 8 per-
cent. The indicate I total supply in the
three states for the 1975-76 feeding
season is 9.992.000 tons. This com-
pares to a total of 10,518.000 tons ill
the three statesayear ago.
Stability Forecast

The amount of hay in the Pacific
Northwest per forage-consuming ani-
mal unit ( other than horses) is about
the same as last year. This means hay
prices in the Pacific Northwest during
1975-76 cannot be expected to increase
over those that prevailed throughout
most of the 1974-75 feeding period.
The market so far this fall has re-
sponded to this somewhat constant
supply-demand situation, with prices in
the $s5 to $65 per ton range at north-
west shipping points. These prices are
similar to year-earlier levels.

In considering hay prices for the bil-
ance of the current hay-feeding season,
recognition must he given to the effect
grain and protein markets will exert.
Larger quantities of these feeds bring
them into stronger price competition
with quality hay. This is certain to have
tempering and restraining effects on
hay markets. It must be understood,
however, that clear signals pertaining

Prepared by Grant E. Blanch, research co-
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to government policies relating to the
ex )ortation of these prodricts (10 not
exist. If export restraints are relaxed.
and heavy export movement takes
place, (lown\vanil price piessure on hay
markets will he minimized.

Another tempering condition is that
a larger supply of baled or piled grass
seed and grain straw exists. It will
enter the market in competition with
hay if hay prices were to rise signifi-
cantly. The net effect will be a restrain-
ing tendency for any upward move-
ment in hay prices.

A high foreign (leman(l for quid-
ity alfalfa cubes would have a bol-
stering effect on hay prices, but there
are no indications that such a demand
is likely to (levelol) (luring the 1975-76
utilization pem a I.

In the absence of c n liti ins that
would tend to send hay prices upward.
ard au equal paucity of conditions to
push them significantly (h)wnward. a
conclusion of relatively stable lices. at
1974-75 levels is ito heated 6 r the bal-
ance of the 1975-76 feeding season.
T.ncerta inties am I abnormal ci rcun i-
stances can alter any price outlook
rapidly and with little warning. How-
ever, these are not evident on the hori-
zon and, therefore, must be discounted.

National Hay Situation
Nationwide, hay supplies for the

1975-76 feeding period are slightly less
than a year ago, amounting to 148.7
million tons, compared to 152.4 million
a year earlier. Carryover of old stocks
at the end (if May 1975 was down 27
percenit. The 1975 production is esti-
mated at 2.5 I (ercent larger than 1974.
The increase in prodriction was not
enough to offset the lower carryover.
I-lay requirements appear about equal
to last year.

The supply (if has' in California is
more favorable than last year in rela-
tion to livestock requirements. The
I'acific Northwest cannot look to Cali-
fornia hay markets for higher prices.
Pasture and Range Conditions

Pasture and range conditions can
modify the demand for harvested for-

age, particularly in the Pacific North-
west, where conditions were rated as
being 'good to excellent'' in all three
states. These conditions point to better
than average feed availability from
pastures and ranges for current fall
and winter grazing. \Veather condi-
tions will (letermine how much is actu-
ally harvested by livestock, but condi-
tions are (lefin itely favorable.

Stockmen and Hay Producers
The hay, pasture and range, and

livestock numbers relationship in the
Pacific Northwest must be of some
consolation to stockmen. Hay might not
be much cheaper than last year, but
there is no evidence at present that it
will be more costly. Unless adjustments
are made in I >roduction of hay, it is
possible dairymen and stockmen alike
can purchase hay next year at rc'latizclV
lower prices than have prevailed for the
last two and three years.

\\ bile stockmen are favored with
no higher prices, price expectations of
commercial hay growers probably are
not being realized. Producer costs in
1975 were higher than in 1974. There
is no reason to believe that the prices of
the major production inputs will recede
by the time the 1976 crop is prodticed.
With the possibility of lower prices for
the 1976 crop, each producer should be
evaluating means of improving his op-
erating efficiency to hold production
costs in line. Lach part of the produc-
tion and harvest system should be
studied independently and as each re-
lates to the total process. Superior tleci-
sions might very well pay significant
dividends over the coming years. If the
liquidation phase of the cattle ccle con-
tinues over the next year or two, hay
prices will surely adjust downward if
current pro luction levels prevail. Tb is
lower hay price contingency reinforces
the need for economic efficiency in pro-
duction, and parallels the demands that
face hay users to seek ways of stretch-
ing supplies an(1 to find and use forage
at least cost for the nutrients required.

7



Grass Seed Crops

ECONOMIC OUTLOOK FOR 1976

The economic health of the grass
seed industry in the Pacific Northwest
is not vigorous as the end of 1975 ap-
proaches. This lack of vigor is most
likely to prevail throughout the 1975
crop marketing yearJuly through
June. This is based on the expectation
that economic and other circumstances
in the domestic and foreign markets
will not move upward fast enough nor
far enough to provide the impetus
necessary for significant change by
mid-1976. Nevertheless, there is evi-
dence to suggest that the 1976 grass
seed crop will enjoy somewhat more
favorable market and price conditions
than can be identified for the 1975 crop.

Grass seed markets have been slow
on receding prices thus far (luring the
current marketing year. The extreme
caution evidenced by almost everyone
in the trade precludes an early break-
through toward better conditions.
Hand-to-mouth buying by each sector
has characterized the grass seed trade
for several months. No significant seg-
ment in the trade seems interested in
making a market by owning a supply
of grass seeds. Stocks under producer
ownership have been building to untra-
ditional proportions.

The total stocks of grass seeds im-
portant to the Pacific Northwest were
ample, but not abnormally high as the
1975 marketing season began. Carry-
over of many seed types was less than
the previous year; 1975 yields are esti-
mated generally to be about normal, but
fewer acres were harvested. With nor-
mal demand from domestic and over-
seas markets, there would not be a
burdensome supply problem. But when
normal disappearance does not ma-
terialize, even a reasonable supply be-
comes burdensome.

The lack of demand in the domestic
market is explained by three related
circumstances: (a) the state of the
economy in general; (b) the relatively
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low prices of livestock and livestock
products; and (c) the low number of
housing starts over the past two years.
The sagged economy has created an at-
titude of pessimism that has affected
the market for both forage and turf
grass seeds. The relatively low prices
of livestock and livestock products have
precluded heavy usage of grass seeds
in forage expansion and improvement
prograns. Likewise, the turf grass
seeds languish when there are fewer
new homes to be landscaped and re-
furbishing of existing landscaping is
postponed. Improvements in these ele-
ments are necessary before the do-
mestic demand for Pacific Northwest
grass seeds will become strong.

The poor export demand is largely
due to worldwide economic conditions.
Sharply rising energy costs prac-
tically all importing nations, along with
other economic conditions, have had a
negative impact on the ability 0f these
nations to buy grass seeds from the
UT. S. Furthermore, supplies of their
own productioi in many instances,
have been more than adequate to meet
their needs at the reduced levels of
demand.

Cautious Optimism for 1976 Crop
With many uncertainties it is

almost impossible to project a firm out-
look for the 1976 Pacific Northwest
grass seed crop. Nevertheless, there
are indications that warrant a degree
of cautious optimism. A number of
positi\'e indicators can be identified.

In the first pltce, there are signs
that the domestic economy has reached
bottom and has started to move up-
ward, though slowly. Improvement
should be sufficient by fall of 1976 an(l
spring and summer of 1977 to bolster
the domestic demand for grass seeds.

Because of significant linkages,
economies in the countries that import
grass seed types grown in the Pacific
Northwest should improve gradually
its the U.S. economy becomes firmer.
If such happens, then export (lemand
affecting the 1976 crop could be some-
what stronger.

Forage-oriented livestock and prod-
uct prices have a good chance of being
higher by the time the bulk of the
1976 grass seeds crop is marketed.

Production of a number of the grass
seed types in the Pacific Northwest has
been adjusted downward during the
past two years. This resulted from a
reduction in acreages grown. Con-
tinued restrained supplies should have
a bolstering effect on prices.

The longer-run outlook for the in-
dustry in the Pacific Northwest is
closely allied with laws, administra-
tive regulations, and economically
feasible alternatives relating to open-
field burning.

Because specific conditions and out-
look are not identical for each seed
crop, it is well to look at some of the
major individual crops.

Forage Crop Seeds
Tall fcscuc. For the second year

in a row, the U.S. production of tall
fescue seed in 1975 was down from the
large 1973 crop. The 1975 clean seed
crop is estimated at 94.9 million
pounds, which is 10 percent less than
1974 and 29 percent less than 1973.
The reduction in production derives
from a (lecrease in acreage harvested.

The total carryover of old crop seed
on June 30, 1975, was estimated at 27.4
million pounds, the second highest
carryover on record. The total supply
for the 1975 marketing year is esti-
mated at 122.3 million pounds, 10 per-
cent less than a year earlier.

Prices (luring the 1975 marketing
year are slightly lower than in the 1974
marketing year, but movement has not
accelerated. Foreign markets are (br-
mant; domestic markets only moder-
ately active. Any significant price im-
provernent must await a demand im-
petus and/or supply reduction below
current levels.

Orchardgrass. The 1975 U.S.
production data on orchardgrass seed
are not yet available, but it is exceed-
ingly doubtful that production equalled



the 1974 crop of 16.3 million pounds,
primarily because of reduced acreage.

The carryover of old crop orchard-
grass seed on June 30, 1975, was 7.5
imllion pounds, (IOWII 10 percent from
1974, but second highest during the
past several years. This carryover,
when added to 1975 production, does
not constitute an abnormal supply
if usage were normal. More than 19
million pounds were used (luring each
of the 1972 and 1973 marketing years.
Usage dropped to 17.4 million 1)ouflds
(luring the 1974 marketing year, even
though prices in the trade were sub-
stantially lower than for the 1973 mar-
keting year.

I Perennial rvegrass (Lion) Bur-
densome supplies, with heavily depres-
sing effects on price, characterize the
perennial ryegrass situation. The
carryover into the current crop year
was 9.8 million pounds, more than 3
percent higher than the previous year.
This carryover, added to the crop
harvested from a large 1975 acreage,
provides supplies far in excess of one
year's normal disappearance. Conse-
quently, prices in the trade have re-
ceded about 30 percent from a year
ago. But seed movement at these lower
prices is dull from lack of (lomestic
and foreign demand.

Perennial rvegrass prices have fallen
to a level that growers are being forced
to look for alternative crops for their
land. Plow-out has been heavy (luring
the fall months. The acreage harvested
in 1976 will be considerably less than
in 1975. With yields no better than
normal, and reasonable movement (lur-
ing the current marketing year, this
means a supply picture more favorable
for 1976.

Annual r)'egrass. This crop repre-
sents by far the largest acreage of any
seed crop grown in the Pacific North-
west.

With large annual production,
amounting to approximately 200 mil-
lion pounds in each of the past two
years, movement of this seed becomes
a problem when the market is (lis-

turbed. In the past, large quantities
of this crop have been used in the
South for winter l)lstlres. 'With ab-
normally low returns from grazing
feeder cattle, the usage of this seed for
this l)urpose has declined sharply. The
consequence is a large supply' of annual
rvegrass seed that is (lepressing price
without increases in trade movement.

Significant improvement in the out-
look for annual ryegrass seed cannot
he expected, at recent production
levels, until the normal size of the
market in the South is restored.

Turf Grasses
Kentucky blue gras.c (other than

lfcrion). The turf grass market has
been affected adversely by the reduc-
tion in housing starts. The Kentucky
bluegrass situation is part of this pat-
tern. While movement through the
trade has been reasonable, it has moved
since spring of 1974 at prices con-
siderably less than half of earlier
levels. The 1974 U.S. crop of 54.5 mil-
lion pounds was one of the largest
on record, with 80 perceit of it being
produced in \Vashington, Oregon, and
I (laho. and in that order. The quantity
of old-crop seed earned over into the
current marketing year is reported as
being 29.5 million poundsan amount
1.1 million pounds greater than the
indicated total disappearance (luring
the 1973 marketing year. Because of
the large carryover the industry as a
whole might be benefitted from the
relatively poor 1975 yields. Production
in 1975 was probably 20 percent smaller
than would have prevailed with normal
yields.

The situation and outlook for
Kentucky bluegrass seed can be co(li-
fled as follows: Stocks are heavy and
price depressing; movement through
the trade at adjusted prnes has held Up
reasonably well ; plow-out (luring the
fall of 1975 was relatively heavy.
Lnder normal yield conditions, this will
be reflected in a smaller 1976 crop.
Some of the reasons for current low
prices may change (luring the 1976
crop and marketing year, but expecta-

tions for big price increases are not
warranted.

Bentgrass. By far the largest mar-
ket for bentgrass seed is overseas, pri-
manly Europe. Demand from that mar-
ket continues very poor. Stocks are
high in relation to demand, and prices
are depressed. Many stands have been
plowed out. Stocks need to be worked
off before better prices will prevail.

Fine-leaved fescucs. Oregon and
\Vashington produce practically all of
the fine-leaved fescue seed grown in
the U. S. Prices, however, are tempered
by the size of the Canadian red fescue
cr01). Canada's 1975 production is in-
(heated at from 20 to 25 million pounds,
w'hich is two times the combined pro-
(luction of fine-leaved fescues in the
States. With a domestic carryover of

old-crop of 7.9 million pounds, and
1975 crop in Oregon of 11 to 12 mil-
lion poun(ls (much of the crop in
\\'ashington (lid not set seed) makes a
total supply in the two countries that
will be difficult to move without further
price recession.

The outlook for the 1976 crop de-
pends upon how rapidly conditions in
the economy permit the housing in-
(lustry to accelerate in activity. A large
carryover of old-crop seeds into the
1976 marketing year is highly probable.

Fine-leaved perennial rye grass
'arieties. The current and expected

situation on this category of grass
seeds remains fairly bright. However,
they are almost all proprietary varieties.
Supplies are managed and manipulated
by contractors. This eliminates the large
supply price-depressing factor that is
typical for most of the grass seed
crops. Production has been increasing,
but demand has been adequate at prices
equal to or slightly above the grasses
with which they compete to clear the
market.

Even though the outlook for these
seeds is fair, it does not mean there is
room for unlimited expansion. Without
supply management, no price advantage
will prevail.



Fruits and Nuts

ECONOMIC OUTLOOK FOR 1976

Ample Supplies of Tree Fruits
\ mi) supplies of non-citrus fruits

were produced m 1975, \Vith apple pro
(luctioll ;tt a record high and with pro-
lucti( )fl of most )ther fruit above last
years crop. I dkewise, the citrus crop
for 1975/76 is expected to be nearly
as large as the record crop of last
season. Although the orange and lemon
crops may be somewhat smaller, record
size crops are in prospect for grape-
fruit. tangerines tangelos. and the
reniple oranges.

\Vith large fresh and processed fruit
supplies anticipated in 1975/76, prices
at all levels are expected to decline
through early winter. I lowever, as the
economy strengthens, consumer (IC-

mand for fresh and processed fruit is
likely to increase which may offset
some of the downward I (ressure on
P rices.

Apples
Apj (Ic production in 1975, nationally,

was 13 percent higher than in 1974.
Greatct increases are in the central and
eastern states. In the Pacific Northwest
production is about 6 greater
than in 1974. Production of Delicious
apples is about 14 percetit greater than
1974, but Golden Delicious show only
a I percelit increase. Yellow Newtown
production is 10 percelit greater.

Exports of fresh apples have in-

creased each year since 1970, Inure thOi
doubling in the 5-year period. Canada
is our major buyer, with Europe the
next largest market. I arger apple crops
in those regions suggest some reduction
in our export market this spring.

The carry-in stocks of canned apples
and applesauce are fairly large. Thus,

trrpared by A. 11. Harrington, Extension
economist, \\'ashington State University.

1i1

larger crops, possible weakening of ex-
port leinainl, and weaker procesor (Ic-
inand indicate some pressure on price.
With heavier ealern crops to be mar-
keted early, the I acific Northwest will
tend b store more for the later market.

Pears
Total P.S. I)Ct1' (ro( I net iol was u I

slightly from 1974 in all states except
Oregon and \Vashingt (n. I Io\Ve\ er,
Bartlett pear production was up nearl
5 percent, while \Vinter I ' r I r( I u ct i a

was down about 16 percent. The east-
ern states, as well as Colorado, Idaho,
and Utah, all sho\ve I iiicrete ver
1974.

I 'x p )rt s of I )ea rs , b )th f reh an (1
canned, declined last season and pl'os-
pects for this spring are affected by
lightiv larger crops in Europe.

Grapes
Northwest I)O( luci i ( a I of gra I )eS con-

tinued it increase of the past few
years. \Vashingion production in 1975
was 37 percent above 1974, and 59 per-
cent above 1973. National production
was uI) 2 percent in 1975, with Cali-
fornia accounting for 90 percent of the
nati()ns total i roduct i( (Ii

Prunes and Plums
Production of i ru lies li( I P1 uins in

the Northwest wa down shghtiv in
1975 from 1974, while the total f r the
nation was down becaue 0f Cali-
fornia's smaller plum crop.

In umniarv, the 1975 season in the
N )rth wet )rovi (led more ill pIes,
peaches, Bartlett pears, grapes, pnliies.
am I lduni, but smaller supplies of
winter pears and sweet cherries. lirices
have reflected and continue to reflect
ihee changes in output.

Small Fruit Markets Improve
The Northwest's ir;ivLerrv am I

caneberrv in lutry has g mc I Ii rough
'the iid erie'' during the I asi three

years, but improvement is forecast for
1976.

During the sttmnier of 1975, sales
were slow, prices uncertain, and buyers
were reluctant to purchase frozen su
plies. I lowever, when 1975 pack figures
were in, and U.S. imports were known,
demand increased and frozen pu a luct
prices rose faster and higher than the
m n thly costs f storage.

Should sul (ply-demand relationship
c( ntinue in 1976, the small fruit gro\V-
ers sh )uI( I CX1 )ect Ii igher prices that
should niore than offset any increases
in farm pi-oduction costs in 1976.

Filbert Market Good; Walnuts
Lack Interest

\Veather caused the 1975 filbert har-
vest to be the latest oii record. Some
growers harvested twice to get the early
high quality nuts before the fall rains
and to keep the handlers busy. This
permittel the sales people to fill orders
and keep the shipments rolling. Despite
increased production, prices were
higher than a year ago and because of
this, an optimistic attittale exists within
the filbert industry.

Fewer packers in the Northwest are
handling walnuts in recent years,
mainly because the annual volume avail-
able in Oregon is too ma1l to divide
between all the potential packers. l'he
late sea5 )n am I the competition from
California contribute to a lack of in-
terest in this cro. ( ;Iowels producing
good ( uality walnuts should look into
direct consumer and local sales to ob-
tain their best prices.



Vegetables

ECONOMIC OUTLOOK FOR 1976

Peas, Corn, Beans
stocks of lirocesseil corn, and

bean5 a of Tune I were stell ale ve
1973 attd 1974 lows (see table (. 1ocks

isa> beans were stihstan(iitllv
above stocks of the past three years.
\\ith the short ci rn Cr01> in I ((74 in
the midwest inc to earls- frost
canned c rn stocks have been h iw.

Stocks of Processed Corn, Peas, and
Green Beans, June 1, 1975

(million cases)

Year \uir 3 car
\ewt:>lIe 1073 1)74 1073

tanned coiii ------------ 7,7 (>,() I) o

Iro,,'ii COrn -------------- (5 4(1 30

'total corn ------------ 14.5 11 5 1.3.5

(ainied teas ------------- 4.5 1.2 .3,6

l:r?en pes -------------- 2.7 4.3 4.1

00>1 peN .......... 12.2 5.5 7.7

Cannel ereen beans 15.4 6.3 3.5

1-'rozen areen beans 6.4 5.2 .311

total leans ---------- 21.5 11.5 7.6

Grand total .......... 45.5 25.5 25.5

Canned stocks are in tl- as11 1

24/303 and roren are on tile lasis of 24/
10 oz.

Source: USI).\ National ('ai(iz-r .'\sosia-
lion.

Pack data are as yet una\ ailable for
the 1975 en p. I [owever, idanting iitdi -

cations were down for corn, pe, and
beans. In each case, the mdicated acre-
age was down more for the products
for freezing than was the case for
canning.

I repiu'ed by Smith Greict, Extension s'cono-
mist, \Vasl>ineton State (niversitv

Processing Vegetables: Planted
Acreage, 1974, and Acreages

Indicated for 1975.

Year (11'i tract
\'eettl1y 1074 1073 ('fiance

1/1(3) o'os 1 eOit) ,-, h-ice)?)
'or frteziiiO

beaus 67 33 15

torn 132 126 5

'ca>, loS 157 3

i'oi caiiniuc(

If cans 254 225 .11

Corn .......350 .155

203 .305 5- 2

source: \'uutahic' Situation, tSl ).\, .\iin0

1 075.

While the 1975 green bean cr111) is
projected to he dott n by more than 1(1
percent, with the large carryover, ample
sulil >lie still he ;iv;tilahle and there tvdl

rohald lie lowitsvard I rice presstlres.
\\'ltile corn prices were stroitg through-
out 1074 and early 1075, these prices
I rol)thly still ntoilerite,

'l'lte frozen green I >et ilolustry ii> the
\\'est unnloubte>lly will face greater and
gi-eater competition, in the long rtni,
front central and eastern areas of tile

5 A study of interregionil coltipeti-
tioit iii frozen green peas. conducted by
\Vashington State University cci in>>-

mists, suggested some lecrease iii
frozen pea production in the \\est,
with increases in the central and eastern
regions, would reduce costs to coil-
sunters, A snnilar study coittpletel in

l innesota suggests svestent pr oluc-
tim> of froze>> peits should drop front
aroitni I 200 ittillt, iii Pottills to ti'otiiid
65 inilli in I otnt> Is, with the central an> I
e:tterit product ion areas iitcreitsiltg to
Fill the kill>. Thus, there ittav sveil be
increasing I 't'essure on frozen peas pro_
luceil in the \\est.

Asparagus
Ihe 1975 canned pack of itsparagtts

was 40 lerceltt bel tv that 0f 1974,
isv>> ft-un> 6.0 iii li,,1> cases to 3.6 11111-

lint cases. 'l'hc 1975 carryover, how-
es er, was 1.3 ntillion cases nure tItan
1074. I lec;ttise f high prices, asparagus
sales hits e been sh tv, The 1974 move-
titent ss as ilow>> an I movement front
31 arch I to August 1, 1975, was 6 per-
cent less than 1974.

rozen as! )t ragus in vet> t( tries on
Seltelnher 1, 1975 were lower than in

ret ions years Stocks are getting rca-
sontbly in hand, but itepitragus is a
relativels' high-priced vegetable and
!ta(\ei)Ieltt has been quite slots- the last
year and one half.

'[he t .S. ln1enittioital 'l'raile urn>-
mission hts scheduled l>tthlic hearings
at the request of the ['ali fornia and the
\\'ashington grower's associations to
investigate the import of asparagtts.
'[he investigation is to determine
svlielher fresh, frozen, or canned as-

l'agu5 is being intported into this
cotlilti'v 'iii such quantities as to he
a substantial cause of serious injury
to the loniestic industry

More Farmers' Markets
l"resh nntrket vegetables no doubt

will continue to be plentiful, seasonally,
iii the year ahead, Consumers will have
their choice of l')rirchttse----retail,
1iick, and roadside stands. Frohably we
will experience another year of more
si> tall, Ii ome- gr iwit vegetable I r em c-
tioit and local farmer markets ut 1976.
'[his may be beneFicial to the constnner
in the short run, but it ss'ill have an
a Iverse effect mt the commercial fresh
market vegetable gri iwers in the longer
run.
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Potatoes, Onions, and Sugar Beets
ECONOMIC OUTLOOK FOR 1976

Potato Situation
Potatoes are important to the agri-

culture and economy of the Pacific
Northwest. The region's share of na-
tional potato production continued to
grow in 1975. Part of the reason for
the growth can be attributed to declines
in acreage and production in most other
producing areas. Production increases
that took place in Washington and Ore-
gon more than offset a (lecline in Idaho.
Potatoes usually are traded by 100-
pound units, abbreviated cwt. Based on
the USDA's November 1 cr01) produc-
tion estimate, the region shows an in-
crease of 4.3 million cwt. iii the indi-
cated production above 1974. This in-
crease came in the face of a decline of
19.5 million cwt. in the fall producing
states and 30.8 million cwt. in the total
U.S. production from 1974.

New developments along the Colum-
bia River accounted for most of the
increased production in the Northwest.
Oregon showed a 78 cwt.-per-acre in-
crease iii cielcls and 2,100 more acres
according to the November 1 report.
Washington's yield increased 30 cwt.
per acre and it had 1,600 more acres.
Idaho's decline in production resulted
primarily from a (lecline of 20,000
acres, although yields were also (lown
slightly, 4 c'.vt. per acre. Lateness, in
planting, few processor contracts, and
a backward growing season restricted
growth and acreage in Idaho. The de-
cline in national production resulted
from reduced acreages rather than
lower yields.

Early reports indicate the quality of
the 1975 Pacific Northwest crop is
good. Idaho's potatoes were generally
a bit smaller than usual, but heavy sets
were reported. Idaho potatoes are gen-
erally of sufficient size and good shape
to make very good fresh packs. \Vash-
ington and the Columbia River area in
Oregon both had enough warmer
weather to yield good sizes.

The Pacific Northwest's share of na-
tional production has increased (Ira-

Prepared by Robert L. Sargent, Extension
economist, University of Idaho.
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matically in the past 18 years. In 1958-
60 the region accounted for about
a fourth of the total national potato
production, but the November 1 Cr01)
Report for 1975 indicated that the
region's share has grown to 46 percent,
as shown in the accompanying table.
Not only has the region's share of the
national market increased, but the size
of the national market has increased
from around 255 million cwt. to more
than 300 million cwt. Areas within the
region have shown uneven rates of
growth, as illustrated in the table, but
all of them have grown in importance
nationally. \Vashington and the Co-

lumbia River section of Oregon have
grown phemonenallv in recent years.

Pacific Northwest Share of National
Potato Production By Crop Years

Area 1958-60 1968-70 1971-74 1975*

SE, SC I'rcrnt 1',ron t Pcrccn P'rccn

Idaho .... 16.0 1ft8 21.7 20.9
SW Idaho,

E. Oregon 2.2 4.6 4.8 4.2
Other

Oregon .... 2.3 2.9 3.4 6.2
\Vashington 4.0 9.4 11.0 15.1

Pacific
North-
west .... 24.5 35.7 40.9 46.5

* Based on November 1 USDA crop produc
tion report.

Potato Price Outlook
Since potatoes from the Northwest

are marketed nationally, it is necessary
to look at the entire national situation
to come up with reasonable estimates
of prices to come. If they dominate,
these conditions would point to stronger
prices (luring the course of this year
than were experienced last year:

1. National fall potato production, es-
timated November 1 at 269.2 million
cwt., is substantially below the 288.7
million cwt. of 1974. It is, however,
higher than 1973's production of 253.9
million cwt. Lower production in itself,
however, would normally be price
strengthening. Maine, with the lowest
production in ten years, Michigan, and
the Red River Valley all had sharp

production drops this year. In fact,
most states in the East and Central
area fall-producing regions had lower
production. Likewise Canadian produc-
tion was down about 20 percent from
1974 to 43.5 million cwt.

2. There was also a sharp decline in
summer-potato production-down 4.6
million cwt. to 20.5 million cwt. this
year. The smaller summer production
meant that this supply was pretty well
cleared up when the fall production be-
came available.

3. The improving economic situation
may bode well for Northwest pro-
(lucers. A growing economy normally
would be expected to improve demand
for convenience foods such as proc-
essed potatoes. This is of great im-
portance to the Pacific Northwest, par-
ticularly when contrasted with last year
when the economy was declining
through most of the marketing period.
We may find greater strength for proc-
essed potatoes and for fresh market
potatoes, too, as a result of greater
confidence in the overall economy.
Nevertheless, it will take some time be-
fore the economy can rise to its pre-
recession levels. For this reason de-
mand still may be under some pressure.

4. Exports normally constitute only
a small portion of total U.S. market.
Early reports, however, indicate there
may be greater than normal exports
this year, because of short crops in
Europe. Since Europe normally ships
some potatoes to South America, it has
opened this market to the United States
and sales already have been made to
Chile and Argentina. It is quite possible
that more may develop. Industry ef-
forts toward the development of far-
eastern markets for processed potato
products also may start to bear fruit
this year. And there are indications that
some potato products may be utilized
in Food for Peace shipments.

The above factors point to price
strength, but there are other factors
that may exert downward pressures.
Among these are:

1. Heavy stocks of frozen products
were carried into the current marketing



year.I'rozen potato stocks, at 653 mil-
lion pounds on October 1, are up 8.4
percent from the 602 million pounds of
last year and are sharply higher than
the 428 million pounds of October
1973. These stocks seem certain to in-
fluence processors as they seek new
potatoes for their operations duriig
1976.

2. In addition to significantly larger
stocks of frozen products it also seems
likely, though published reports are not
available, that the stocks of dehydrated
products are up from last year. Na-
tionally, dehydrators took 27.4 million
cwt. of potatoes for their operations in
1972. This rose to 31.4 million cwt. in
1973, and to 34.5 million cvt. in 1974
an increase of 26 percent (luring the
two-year period.

3. The sharply fluctuating prices of
potatoes during the course of the past
year have frustrated consumers. There
is the ever-present danger that Shari)
price increases could drive consumers
to competing products, such as rice.
Rice is in plentiful supply.

4. The movement of fresh potatoes
(luring the start of the 1975 marketing
season was off to a much slower start
than normal. This is true in spite of the
earlier clean-up of summer potatoes.
Whether it will continue this way re-
mains to be seen, but it bears watching.

Among other considerations are a
substantially lower amount of presea-
son contracting, particularly in Idaho
in 1975. \Vashington and Oregon also
have more open potatoes than in the
past several years. Other areas of the
country have been subject to some ups
and downs as far as contracts are con-
cerned. Michigan growers failed to
settle a contract with their frozen
product processors, but there are indi-
cations that some of Michigan's proc-
essing needs will be satisfied out of
\\isconsm. It is difficult to tell at this
juncture what influence the reduced
contracting may have.

Grower attitudes throughout the
course of the marketing year will be
important. There is a good chance that
prices will fluctuate dramatically (luring
the course of the marketing season as
growers hold or unload, depending on
the way the wind blows.There is the
ever-present danger of ''making a long
crop out of a short one."

Prospects for 1976
Prices at planting time and the re-

stilts of contract negotiations are likely
to play key roles on the magnitude of
plantings in 1976. Strong prices at
planting time for whatever seasonal
group is involved seem likely to result
in greater plantings than occurred last
year. Weaker prices probably would re-
(luce plantings.

Pre-season contracts, if they appear
satisfactory to growers, will influence
planting (lecisions. The availability of
contracts at satisfactory prices prob-
ably is part of the reason for Wash-
mgton and Oregon's increase in pro-
(Iuction in 1975. If contracts are settled,
they will influence production in 1976.
(Some contracts have already been
signed in I (lallo.) The prices of alterna-
tive crops, the availability and prices of
inputs such as seed, fertilizer, and fuel,
and the availability and cost of credit
will influence the size of 1976 plantings.

Virus-free seed, introduced in Idaho
in recent years, shows evidence of im-
proving yields in the areas of cooler
summer temperatures. Some feel the
use of the new seed was partially re-
sponsible for off-setting the otherwise
adverse growing season in I (lilhO in
1975.

Onion Quality Varied
Northwest onion growers should see

improvement in onion prices as the new
marketing year progresses Supplies
turned out smaller than expected na-
tionallv, and because of the poor
weather at harvest time the quality
going into storage was affected. North-

west production followed the national
trend, and quality going into storage
was variable. Demand for Northwest
onions should be heavy and this would
be reflected in grower prices in 1976.

The Japanese demand for yellow
onions should reduce supplies domes-
tically and relieve the competitive situ-
ation that has developed between the
small-sized sweet Spanish onions and
the Western-Oregon yellow onion.

The Japanese onion crop was dam-
aged seriously by hurricanes in the fall
of 1975. Thus, the Japanese will be
looking for U.S. onions in 1976.

Fewer Sugar Beets Expected
\Vorld supplies of sugar seem likely

to exceed consumption this year. How-
ever, sugar stocks remain low and if the
upward trend in world consumption
continuestwo million tons increase
each yearthe longer-run pressure on
world production will continue.

1975 sugar beet production in this
country was 33 percent above 1974, and
cane production was 17 percent greater.
The PN\V crop was ul) 49 percent
from the very low levels of 1974, but
was (lown 6.9 percent from the "more
normal" production of 1973, according
to the USDA's November 1 crop esti-
mate.

Consumers reacted to the sharply
higher sugar prices in 1974 and 1975.
It is quite possible that they will not
resume the longer-term upward trend
in consumption until one or two years
from now, so near-term prices are
likely to be weak compared with 1975's.
The level of plantings in 1976 will de-
pend not only on payments that are re-
ceived on the 1975 crop up to planting
time, but on the prospects for alerna-
tive crops. If plantings drop in 1976, as
seems likely, and if world economies
make recoveries, price outlook for the
1976 crop would appear somewhat
brighter than for the crop just bar-
vested.

13



Livestock

ECONOMIC OUTLOOK FOR 1976

New trends and opportunities ai Ipeitr
to he shaping up in the U.S. livestock
ecoi 0)1) iv. Li qu i lati on of beef bree Ii ng
her(ls is in full swing. Flog numbers are
at a 20-year low and sheep number the
Ieait in more than a century.

I nless mtlation and changes in eat-
iiig habits of .\iiiericin consumers exert
consideiih1y loom influence than they
have in the ]ast, we ire going to need a
future level of neat ininiil i-odnction
that is consistent with the anmial
gro\vtlI in 101 ulit hill.

is 1976 a good time for an iiidvidnil
producer to stabilize or t;irt a 1le\

meat animal enterprise l'oi' etficient
cattle and sheep niinded people the an-
swer is a qualified yes, assuming na-
tional cattle slaughter in 1976 c tntinne
near the 1975 level. For those ilitereteI I
in hog production, exl(anion ill eir
timely for established operators. hut
new hog ventures might best be delayed
until fall when breeding stock is cx-
I tected to he cheaper. Tn any case, en-
terprie budget analysis is esentia1 be-
fore deciding what to (10.

Production Trends
'[lie cyclical expiinion Phase in beef

cattle numbers probably lii peaked in
1975. after an eight-rear buili up to the
reeon I 140 mill ion heal on luli I . I ni Ii-

cations are the beef industry is on the
threshold of a moderate contraction
iluring the next two or three years. l'hie
unprecedented slaughter of cattle in
1975 probably has stopped expiinsi ill.
January 1, 1976, cattle numbers niai be
ner the year-earlier estiniite of 131.8
million. Some analysts forecit a de-

crease.
Beef cattle numbers have increased

teolilv every year since 1968, while
the (lairv herd has been getting smaller.
\l ost of the increase since the current
expansion began occurred during the
four-year period 1971-74. f)uring that
time 17,506,000 cattle were added to the
U.S. herda 15 percent increase. This

I'rcptreiI ho Stejitien C'. 'itarks, Exteiision
il'icutluIit ecoiioiniO, ()reaoll State Uni-
vrrotv.
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translates to an annual growth rate of
nearly 4 percent, or about five times
faster than the increase in U.S. human
P pulittion.

.A leveling o11 in cattle numbers is in-
dicited for the three Pacific Northwest
states. 'l'lns region's beef cow popnli-
tioli (Iropped slightly iii 1974 due to
low cattle prices and high feed costs.
'[he decrease is in ( )regon and \\'ash-
ington. Range forage con(hitiolis have
varied from poor to excel lent iii tlii s

area in 1975.
\\lnle production 0f beef cattle is

leveling off, hog farmers are increiiing
production, after five years 0f declining
prodricti n. The leadink indicators of
an imatinent turnar iund in hog proluc-
tion are the record high I )rices ;ind tin-
usually fii\ orable feeding margins most
of 1975. Coiisequeiitiv, hog luoducers
in the iiiitin hog gro\ving states have
been revising their farro\ving plans up-
war I since the l iring of 1975.

'l'lie three I 'acific Northwest states
produce less than 15 percent (If the
pork that is consumed iii this region.
I nterregion;il ('01111 (etiti( tim for tins i tork
market is keen, hut there is opportunity
for the efficient, reisoi1iblv-i11\ estel
local enterprise to supply a larger pro-
portion of the 1 ork eaten iii this area
arid in adjoining \vesfern states.

Sheep, Iamb, an I \VO I i'oduction
fell to record lows iim 1975. 'lIme I'S.
lamb crop is estimated just nndei' 10
null ion head, 6 pei'ceiit less than the
1974 crop a 14 1 ercent below the
1973 crop. ( )regon, Idaho, and Wash-
ington ro luce 1 8 percent fewer lambs
titan in 1974, about 880.000. \\ool pro-
luctioli in the three states followed the
national trend downward as fewer
shed 1 were Is rn. 1 ret lator problems.
lit'ficultv iii getting adequate labor at
teauma hi e c 1st, a ii (I il ternati ye op )or-
tunitics not only thinned sliee) flocks
but also the number of sheep producers
in the I hicific Northwest and the I'. S.

The consequence if these changes in
meat annual I mi luction has ic I to a
smaller 1975 sup dv of red meat,
around 181 poun(ls carcass weight (145

un Is retail weigh ) I )er erson. The
decrease was ut pork and linih.

Price and Cost Trends
Chit nge s in live st ck and ret 1 meat

prmluction in 1975 are the cril niination
of a series of national and international
economic and i ml i tical events that oc-
currel during the past five years. Fast-
rising livestock prices vell into 1973
encouraged expanswn of beef cattle
herds, but burgeoning feed costs and
shiarl) declines ill cattle and hog prices
in late 1973 and through 1974 (hiscour-
aged cattle ind hog feeding. Some large
feeding (ilierittoins and large-volume
packing plants went broke. The result-
ing fall-ott in hemand for feeder cattle
had a se\ crc econoni ie impact on CO\v-

cal I producers the piist two years.
I ilterest inglv, retail i rices of beef

and other limits soared ti, new record
highs iii 1975 hut without the 1973 pro-
tests from consumers. Thus the live-
stock i n lust rv escifi e 1 (Ii rect govern-
iiientil interference with the market
niechiani sin. (_onsumners have more
spendable income. \\ithm less pork and
lanib available there has been a sluft in
demand toward beef.

11 og lucers have fared soniewliat
better than cattlemen have the past year.
I roluction costs have increased but
hog prices have averaged high enough
to return profits to ethcient growers.
Sheep growers have enjoyed fairly
good profits from lamb sales most of
the timime, Returns from wool sales have
been disappointing and they have urn-
i te I sheep I ro lucers' incomes.

I )espite tIle problem of high prohuc-
tion costs, livestock producers \vho have
survived the hard t lies of the past two
years likely will he in business long
enough to see, once again, both pros-
perous amid not so pm'osierous times in
the years ahead.

Recent Developments
F'ee I su qlies are no )re I dcii t i ful 1)1'

finishing meat animals in 1976. The
bumper 5,8-bill ion-bushel 1975 corn
crop swelled the feed grain supply 17
percent o\er the year-earlier sniall iii-
ventorv. Soybean production increased



23 )ercent. 11 sliiueal is more i ilenti ful.
So, (lespite shortfalls 0 Russian and
l'uropeaii grain pr(luction. prices of

Is iii high-energy feeds and protein
teed are expected to remain below 1974-
75 levels.

S. grain exports are being watche I
closely to ensure price stability and ad-
equate supplies for (loinestic needs. LIx-
pansion in U. S. poultry, cattle, and In g
feeding may require 10 to 15 percent
more feed grains in 1976.

A five-year grain sales agreement has
been signed \Vithi Russia. It pro' ii les
for minimum annual sales ((1 6 million
metric tons iif grains to the Sm iets,
starting October 1, 1976 am I c oitinui ng
through September 30, 1951

Hay is less plentiful in this region
after an 8 Percent smaller 1975 liar-
vested tonnage. lint no great upward
pressure on hay prices is likely in view
of the lai-ger supply of grains and pro-
tein fee) I an) I fewer hay-consuming
animals.

Canada has lifted its embargo on mi-

ports of U.S. cattle hut beef imports
remain limited. The U.S. import re-
striction on Canadian feeder cattle has
been lifted also. U.S. beef and
veal import quotas imposed un( Icr the
1964 meat import law have been rein-
stated.

The USDA proposed revision of the
beet quality grade standards to put the
upper third of each quality grade below
prime into the next higher grade re-
mains in court contention.. \ favorable
ruling would establish a more restric-
tive good grade and require that all
beef he graded for yield also.

Food stamp users are giving a boost
to the livestock and meat industry. Cur-
rent annual fe( leral government spen) I-
big for the food stamp program is
a r un 1 6 hill bin (1(11 lars.

New Ii vestock marketing concepts
are being tried in the Pacific North-
west. 1wo cooperatives have been
formed for the purpose of marketing
sheep, lambs, feeder cattle, and hogs by
telephone auction. Experience shows
this system \vorks well for sellers and
btiyers alike. A photo-auction has been
successful in marketing feeder cattle.
\ideo-auctions are planned.

Federal legislation has been intro-
(luced in Congress to establish bonding
requirements for meat packers to as-

sure pa men 1 6 r Ii vest ( ick 1)0 rd a SC) I

Oregon la\v as of J anuarv I 1976, re-
quires meat laclsers to pay ln)dicers
for livestock by the end of time second
day of lisincss. It also requires that
laclsers \\l) (Se a\ eriige weekly value
of meat ainalal Purchases exceeds
810,1)00 he bonhcl for a minimum of

20,000, (0 ii an amount equal in value
to two (lays i (f meat animal purchases,
whichever is greater.

I .ivestock prolucers who need a loan
1)) ninntaii their operation can ap ily
6 r 1" H.\ SO-I ierccnt-gua rantee I h ans
through their local lender, as provided
under the 11nergencv I .i est( ick :\ct of
1974.

Rnvi ronmental qual i tv regula Ii oils

for livestock operators remain in force.
Conflicts of interest persist, increasing
uncertainty of public lanils for live-
stock grazing. The I in ieau f I amn I

Management will loepaie environmen-
tal impact statements for 212 areas of

the U.S. in the next 13 years, including
10 areas in ( )regon, I in \\aslnngton,
and a nuiimbci in Idaho. 1'lie first state-
ment is expected for Challis, Idaho,
about September 1, 1976. 1 niproved
management (f public lands is antici-
lotted.

Things to Watch for in Planning
Ahead

\\hiile governmmient planning has a
useful place, sonic actn ns may mu t
bring expected results .5 omne nmv he
nioilitmed or rescinded, or they may lead
to counteractions.

Foreign tra Ic am I pol icy ieveh p-
ments will continue to be miportant to
the livestock industry because 0f the
effect they may have on li\-estock 1(r)-
duction and marketing decisions.

Lifting of acreage limitations froni
grain programs may be a teniporary re-
spite froimi restricted grain pnaluction.
Should grain supplies exceed effective
market demaamiil, it is probable that pro-
(luction restrictions would he imposed
again.

\\eatlier conditions in grain- and
forage-producing areas can cause great
changes in feed sul 'I dies. Such changes
ha\ e a direct effect on meat animal pro-
(lucers in terms of feed prices, produc-
tion plans, livestock prices, farni in-
conic, and living standard.

Pacific Northwest growers will want
to watch closely for any iinlmrtant
changes in public land grazing regula-
tions and fee, I)I1 regulatuais, traims-
portation rates, cr01) production fore-
casts, grain and hay stocks reports,
livestock market prices, and supply and
(leniand trends.

Two-Year Outlook
It seems reas inahle, at this time, to

cxl (eel beef animal I (rices to average
sh ighitiv higher the next two years than
they (lid in 1974-75. I)uring the past
two) years, reported prices received by
I 'acihc Northwest growers averaged
;thoi.it $22 1 er hundred pounds for
cows, $30 for calves, and $32 for all
beef cattle.

H g I 'rices are likely to average
lower in 1976 than they did in 1975.
lIog 10 ices will be influenced 1w the
level of pork, poultry, and beef produc
tion. Another year 0f gol U.S. grain
crops in 1976 could enco'. rage a 10 to
15 percent increase in hog h(roductiOii
in 1977.

I anib prices are showing relatively
indepen( lent strength. I anihs are ex-
pected to continue in a strong market
lmsition in 1976, mainly because it has
become a l oeciahtv nieat.

Wool Prices are not likely to change
greatly (luring the next year unless
\VOrl( I olenmail( I illiproves. \\orhl wool
1oroduction has stabilized but stocks are
building tiI as world consumption has
d i'oppe I sharply.

Three- to Five-Year Outlook
1 aioking beyond the next two \'ears

toward 1980, chances are that the sup-
dy of feed grains will increase and

feed prices will average lower than in
I 973-75. Also, a moderate expansion in
cattle feeding and the production of
hogs and poultry seems likely. Cattle
numbers probably will decline some-
what, however, and a cyclical exi (ansion
likely will follow in 1979 if calf prices
improve enough to return loofit mar-
gins to pm(hucers.

Pacific Northwest pro lucers' ability
to compete with meat-aninial growers
cl se to ahun)Iant feed grain resources
will continue to he limited, lint basic
beef herd ol(erators should retain sonic
advantage fromi the availability of pub-
lic grazing lands.
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Dairy

ECONOMIC OUTLOOK FOR 1976

Total U.S. milk production for the
January-September period in 1975, ac-
cording to the Statistical Reporting
Service of the U.S. Department of Ag-
riculture, was 88,177 million pounds,
down 0.4 percent from the same period
in 1974 and 0.7 percent below 1973. If
production follows the pattern of 1974,
and there are indications this can be
expected, milk production (luring the
last quarter of the year may exceed the
October-December production of 1974.
This will produce a total milk supply in
1975 only slightly below that of 1974.

The average pro(luction per cow na-
tionwide for the first nine months of
1975 was eight pounds above that of
1974 and 143 pounds above production
for 1973. This increase ii production
per cow is expected to continue, as the
milk-feed ratio is expected to be more
favorable through the remainder of
1975 and into 1976.

The September milk-feed price ratio
nationwide at 1.50 was 6 percent above
the previous month (August) and 23
percent above September 1974. The
average price of milk sold to processors
in September was above that of the
previous year in all regions. The aver-
age value of grain and other concen-
trates fed milk CO\V5 was below that of
August in all but the Western Re-
gions. The feeding of grain and con-
centrates averaged 13.0 pounds per day
per cow in late September compared
with 12.0 pounds per day in late June
and 11.7 pounds last year. This is an 11
percent increase in grain and concen-
trate feeding per cow over 1974.

The September milk-feed price ratio
at 1.40 for the Western Region was the
lowest of all major milk regions of the
country. Milk prices were above those
in the PNW in all the regions except
the North Central. Feed prices were
lower than in the PNW in all areas
except the South Atlantic.

Milk cow numbers, nationwide, (IC-

dined from 11,204,000 on January 1,
1975, to 11,132,000 in September, 1975.

Prepared hv John Early, Extension agricul-
tural economist, University of Idaho, No-
vember, 1975.
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These numbers are compared with
11 .208,000 in September, 1974, and
11,316,000 in September, 1973, indicat-
ing a continued culling of the nation's
(hairy herds.

It appears the same national trends,
in cow numbers, hold true for the three
Northwest states. The (hairy cow num-
bers have declined from 427,000 in Sep-
tember, 1973, to 419,000 in 1974, and
415,000 in September, 1975. However,
production per cow has not increased;
therefore, total milk production his (he-
dined from previous years. The three-
state production has declined from
1,308 million pounds in Julv-Septem-
ber, 1973, to 1.285 million the third
quarter 1974 and to 1,275 million in
July-September, 1975. Oregon and
Idaho had declining cow numbers and
proluction from 1974 to 1975, while
Washington numbers held steady and
production increased.

The rate of daily grain and concen-
trate feeding as reported by producers
supplying data to the Statistical Report-
ing Service on October 1, 1975, and the
average milk production per cow (luring
September varied significantly among
the three northwest states. Oregon pro-
(lucers were feeding an average of 9.8
pounds of grain and concentrate per
milk cow per (lay and received an aver-
age production of only 880 pounds of
milk per cow for the month ; I (laho pro-
(lucers fed 11.9 pounds and received
905 pounds; while Washington dairy-
men fed 13.1 pounds for an average
production of 1,040 pounds of milk
(luring September, 1975.

Milk Utilization and Storage Stocks
I FO(l(it1O1 data available at the time

of this writing was for the January
through August period of 1975. The
production of all types of (lairy prod-
ucts except American cheese, sherbet,
and mellorine-tvpe frozen desserts was
above a year ago. Production relation-
ships were as follows: Butter, up 5 per
cent; non-fat dry milk, Up 6 percent
American cheese, down 14 percent ; ice
cream, up 8 percent; ice milk, even;
sherbet, (lown 4 percent; mellorine-type

frozen dessert, down 14 percent;
creamed cottage cheese, up 3 percent;
and low fat cottage cheese, up 2 per-
cent.

Data on cold storage stocks of all
warehouses, as reported by USDA for
August 31, 1975, indicated a 35 percent
reduction in butter stocks from the pre-
vious year, 52 percent reduction in
evaporated and condensed milk, 18 per-
cent (ledline in American cheese stocks,
and 17 percent less Swiss cheese. All
cheese stocks were 18 percent below
August, 1974. It would appear stocks
of processed dairy products would not
be burdensome on the market during
the remainder of 1975 and into 1976.

Storage stocks of butter have been
moving well this past summer. A major
factor in this movement has been the
increased prices of vegetable oilsespe-
cially those used in making margarine.
The current retail price of better-
quality margarine is within a few cents
of butter and many consumers have
returned to butter as the table spread.
It appears this situation may continue
for the next year, barring a major
change in the vegetable-oil seed market.
The demand for vegetable oil is high
worldwide, with an adequate supply in
prospect especially from soybeans.

Milk Prices and Costs
The recent increase in base prices

may not have been as large as produc-
ers wanted or expected, but will help
efficient operators profit. A major price
increase at the farm level, with resultant
increases at retail, may reduce the con-
Sumption of fluid milk.

The feed grain situation is still in a
state of flux. Large crops of feed grains
should keep a downward pressure on
feed prices throughout the 1975-76
marketing year. The export (lernand
cannot be predicted with certainty, and
will affect grain prices. Increased (10-

mestic feed use above that of 1974-75,
through increased cattle feeding, in-
creases in hog numbers, and expansion
in poultry, should keep prices near cur-
rent levels or slightly lower through
1976.



The supply of high-protein feed in-
gredient s, especial iv soybean s, is
greater than in the past several years
and there is competition from the Bra-
zilian crop. This niav keep high-protein
feed prices below year-ago levels.

The hay supply per animal unit for
the winter feeding period in tile Pacific
Northwest is slightly above that of the
fail of 1974. Hay prices are comparable
with those of 1974. Lower grain prices
may result in some substitution of grain
for hay, thereby reducing tile demand
for roughages. Hay prices will be af-
fected by downward pressure fn au
lower grain prices and upward pres-
sures from export (lenland.

Congressional Activities
Market orders, especially Federal

Milk Market Orders, have come under
heavy pressure this past summer. Con-
gress is food-price conscious, and will
continue to be, especially through the
election next November. The outcome
of the current investigation could (le-
velop legislation that weakens or even
abolishes Federal Milk Market Orders.

TIle investigation centers around the
effects marketing orders have on prices
at tile consumer level. Congressmen
from urban areas are seeking tile sup-
port of their constituents in the com-
ing elections, and with inflation a major
concern anything that could increase
prices is under attack. Price increases
are particularly noticeable on items
purchased frequently, such as milk.
Unlike most other consumer items, food
is paid for with cash rather than credit.

\Vith minimum prices regulated
under market orders, consumers have
some assurance of an adequate supply
and producers are reasonably assured
of a market. The removal of market
orders would leave producers and con-
sumers alike at the mercy of uncon-
trolled supply and demand and could
result in widely fluctuating prices, and
lies, in uncontrolled commodities. Low
prices would curtail production, as pro-
(lucers may be forced to leave tile in-
dustry. This is particularly undesirable
in the dairy industry, due to the time

and capital needed to start a dairy herd.
Consumers could find a greatly reduced
supply of ilairv prodticts over a long
period of time if many dairymen were
forced out of business. Prices of milk
and (lairv products at retail could be
subs tantiallv higher over long periods
of time if market orders were abolished.

Dairymen need to be particularly
aware of these investigations as Fed-
eral Milk Market Orders are receiving
the greatest attention. Milk has been
the IlloSt successfully-marketed corn-
moditv under market orders and the
orders are more widespread than for
other agricultural products.

Agricultural cooperatives also are
under investigation in \Vashington.
Again, Congressmen from urban areas
are involved. They consider that coop-
eratives control major supplies of agri-
cultural products arnl are in a position
to affect supply and set prices. Some
unfortunate circumstances have oc-

curred in the past several years to
weaken tile stance of cooperatives in
tile eyes of the public. The dairy indus-
try is particularly vulnerable here also.

The ftiture of the dairy industry will
be affected seriously by the actions in
Congress this next year. The outlook
over tile next two to five years and be-
\'ond will hinge on these deliberations.
Dairymen need to pay particular atten-
tion to political activities ill their plan-
ning for the coming years.

Two-Year Outlook
Considering the current mi 1k- feed

price ratio, it appears reasonable to
expect dairymen to increase their feed-
ing levels. With increased concentrate
feeding, milk output per cow could in-
crease.

Prospects for an improvement in
slaughter cow prices in 1976-77 is
likely to induce dairymen to cull their
milk cow herds more closely. This is
a good management practice. How-
ever, an adequate supply of replace-
nlent heifers has been retained (lur-
ing the current low beef price period
to maintain herd size. A brighter
profit picture will encourage dairymen

to maintain or even increase Cow num-
bers.

Continued improvement in tile na-
tional economic picture will llelp the
demand for milk and dn rv prodticts.
Beef prices are expected to rise in late
1976 and 1977 as cattle numbers and
beef supplies are s tabi I ize I an( I even
reduced. The quality of other meats
supplied is expected to increase as hog
and poultry numbers expand. On bal-
ance, the competition among high-
quality protein foodsmeat, dairy
products, and eggswill be such that
dairy products will offer an excellent
value to consumers. Demand for dairy
products should continue at current
levels or increase modestly over the
1976-77 period.

II appears the cost-price squeeze ex-
perienced by dairymen tile past two
years may be alleviated over the next
several years, barring major crop
failures either in the U. S. or abroad.
The grain market now reflects world
demand and supply, not just the domes-
tic situation. Even with tile political
manipulations currently underway, ex-
port markets will be a major factor in
U.S. food and feed grain prices. Dairy-
men need to keel) abreast of world crop
conditions and be flexible in their feed-
ing patterns.

Outlook Three Years and Beyond
Prospects are that feed supplies can

be increased and prices stabilized some-
what near current levels. Dairymen
must not plan for cheap feed grains
with prices at pre-1973 levels. World
markets will continue to play an impor-
tant role in feed costs. Culling the herds
to improve the feed conversion rate will
be an important part of herd manage-
nient and profitmaking.

Dairy product prices can be expected
to rise modestly as the general eco-
nomic situation improves. I rospects
are for a slow improvement, but not for
a booming expansion.

Continued relatively stable produc-
tion of milk in line with population
growth can maintain the dairy indus-
try as tile most stable in agriculture.
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Poultry and Eggs

ECONOMIC OUTLOOK FOR 1976

Broiler, egg, and turkey prices are
expected to remain strong during the
first half of 1976 with some weaken-
ing (luring the second half as a result
of increased production. Abundant sup-
plies of corn, sorghum, and soybeans
should result III lower ration costs (lur-
ing the firs nine months of 1976 com-
pared with the same period in 1975.
l)uring the firt part of 1976 red meat
---beef, pork and lamb--output com-
bined i. expected to he 2 to 3 percent
below output a year earlier.

Eggs
The relationship between feed and

egg prices in early 1976 hclds the key
to egg production during 1976. 1 .ower

ration Costs and strong egg les (lur-
ing the first quarter would result in in-
creased output in the latter half of
1976. In 1975 it is estimated that about
19 percent of the laying flock was force
molted between April and October,
compared with 12 percent in 1974. This
figure is likely to increase to 20 per cent
in 1976. The increased output would
n( )rnlall result in signi ficantiv lower
egg prices, hut egg industrvmen are
hopeful that passage of the egg re-
search and promotion order will stimu-
late consumer awareness of the value of
eggs and temper any [(rice declines.

The total number of eggs produced
annually in the U. S. has been declining
since reaching a record high in 1971.
This (lecline resulted from fewer layers,
as prmluctivity per layer has continued
to gain. From 1971 to 1975, the average
number of layers in the nation's laying
flocks dropped 6 percent while the num-
ber of eggs per layer rose from 223 in
1971 to 231 in 1974.

The (lemand for eggs has continued
the (lowntrend of recent years. Con-
sumption (Iropped 7 eggs in 1974 to
287 per persoli and 1975 use is likely
to total fewer than 280 eggs per peion.
Egg use has dropped each year since

Prepared by Charles Fischer, Extension
poultry specialist, Oregon State University.

1972 an I consumption for 1975 is the
lowest since records were begun in
1910. Per capita consumption has drop-
pci about 35 eggs since 1971 and more
than 55 eggs since 1960.

Broilers
Broiler meat production fell sharply

in late 1974 in response to 1-ising feed
costs. Early 1975 production continued
well below 1974 levels, hut reduced out-
put led to higher broiler I (rices and
profit. This resulted in ex1omded
hatchery activity, and increased chick
placement. Broiler marketings in the
last quarter of 1975 were about 12 per-
cent above the same period in 1974.

Broiler prices in the Past SIX months
have been well above the cost of pro-
(luction and marketing, an incentive to
producers to maintain output at levels
iii the first half (if 1976 well above the
same peno 1 of 1975.

The improved profitability in recent
months has cauae( I breeding flock own-
ers to increase pullet chick pIacenietts

hatcberv-su ply flocks. \Vith cx-
1anded hatchery-supply flocks broiler
production coni( I be increase( I consid-
erablv in 1976 if conditi (ns are favor-
able for such an increase.

Exports of young chicken were the
largest since the early i960's \vhen the
European Economic (_onimun ity was
formed. Most chicken exports iii recent
yea rs have gone to n( )n Fur q can
Countries, while in 1962 three-fourths
of the total exports \vent to European
cotintries.

I lroiler prices in the first quarter of
1976 are expected to be from 3 to 5
cents a pound higher than the same
1(eriod of 1975. In the second quarter
the prices are expected to be about the
same as in 1975, with a gradual down-
trend the last half of 1976. If the pre-
dictions for the first half of 1976 hold,
the fav rahle )n ces )r( )bably will lead
o greatly cxi an I C( I I )r( i I ei ro( lucti( in
in the second, third, and fourth quar-
ters of 1976. Such increase I po luc-
tion, together with increased pork pro-

(luction, could lead to a sharp price
break in late 1976.

Turkeys
The 1975 turkey crop was estimated

by the USDA Crop Reporting Board
at about 124 million birds, down 7 per-
cent from 1974. Turkey meat output
lagged (luring the first three quarters (if
1975, down considerably from the same
period in 1974. Increased poult place-
inents in the June-August period re-
sulted in greater marketings in the
fourth quarter (if 1975 compared with
the 1974 fourth quarter marketings. In-
creased placenieists continued (luring
the fall and will result in increased
marketings (luring the first half (if 1976
compa re( I with 1975.

I )espite the increased marketings in
the fourth (luarter of 1975, supplies of
turkey meat available (luring the main
marketing season ( September through
December) were below a year earlier,
as a result of reduced cold storage
stocks. Improved (lemanI for turkey,
ts a result of higher red meat prices,
together with reduced marketings dur-
ing the first three quarters of 1975 re-
(luced cold storage stocks (if turkey to
405 million pounds at the beginning (if
the main marketing season, ts compared
with 529 million pounds on the same
(late in 1974.

The number of turkey breeder hens
(in farms as of January 1, 1976, will
he adequate to produce a turkey crop in
1976 considerably larger than the num-
ber prm luce( 1 in 1974, if conditions are
favorable. Many breeder flocks in 1975
were n(nrketed early and many eggs
went to the breakers rather than into an
incubator.

Turkey prices (luring the main mar-
keting season in 1975 remained strong,
about 5 cents a pound abo\e prices the
same period a year liefore. Prices are
likely to remain above a year earlier
(luring the first quarter of 1976 an(l
possibly we! I into the sCc( )n( I quarter.
Prices (luring the latter half of I )76
will depend on poult placements from
January through June.



Forestry and Forest Products Markets
ECONOMIC OUTLOOK FOR 1976

Cautious optimism, a phrase often
found in outlook statements, implies
hopeful expectations, hedged with care-
ful guarding against possible dangers
or risks. Wary optimism, on the other
hand, suggests cautiousness prompted
by suspicion. This latter description
best summarizes the view of forestry
and forest products markets in 1976,
as of late fall, 1975.

A year ago at this time, the usual
spate of predictions about the state of
the economy in 1975 were being
cranked out. Those that touched on
housing generally anticipated substan-
tial improvement over the rather dismal
record of 1.35 million starts in 1974.
And housing was expected to play its
traditional role of leading the economy
out of recession once the bottom was
reached sometime in the first half of
1975.

But two things went wrong. Housing
starts floundered through the year and
now are headed toward an even poorer
showing than 1974, or indeed than any
year since 1960, with a total of ap-
proximately 1.14 million units expected
to be completed. Furthermore, although
a general recovery did begin about
May, 1975, housing failed to play its
usual leading role. The traditional re-
lationship did not prevail; and this has
profound consequences for forest prod-
ucts markets because approximately
half of all lumber and plywood sales
are for residential construction. If
housing's role in the economy has
changed, then accurate foreseeing of
trends and conditions for forestry and
forest products markets is thrown into
con fusion.

Prepared by Robert McMahon, Extension
forest products marketing specialist, Oregon
State University.

Now that the forecast season is here
again, we see a diversity of ideas about
1976 emerging, ranging from fairly op-
timistic to quite pessimistic. Several
housing starts forecasts, for example,
are projecting levels from 1.3- to 1.6-
million conventional starts. Given the
poor forecast record compiled by econ-
omists (luring the past several years.
however, we would all be wise to view
with considerable suspicion estimates
for the whole of next year.

The number of imponderables affect-
ing the nation's economy and product
markets, not the least of which are er-
ratic government actions either to stim-
ulate or restrain, justifies a wary atti-
tude on the part of timber and mill
owners. At this time it is not at all clear
what will happen to interest rates,
mortgage money availability, ratio of
single to multiple family dwellings,
changing unit size (and cost) of dwell-
ings, extent and subsequent impact of
recent and probable near-future mill
closures in the Pacific Northwest,
stumpage prices, strikes, wage rates,
and shifting production capacity and
market shares between the Pacific
Northwest, the South, and Canada.
And these are only some of the factors
that most directly affect forest product
markets. A host of others have an indi-
rect impact through their effect on con-
sumer attitudes and the economy in
general.

Turning from wood product demand
to timber supplies, lumber and plywood
prices dropped substantially since last
spring. They have begun to rebound,
but there has been very little corres-
ponding decrease in stumpage prices, at
least for public timber and for much

nonindustrial private timber. Stumpage
demand has remained strong because of
the threat of impending timber scarcity
on the one hand, and on the other a
willingness of mill operators to gamble
on much higher lumber and plywood
prices two to five years hence, when
public timber bought today will be cut.
In effect they are gambling on a strong
recovery in housing to a level of 1.8
million or more conventional starts per
year. People with timber to sell now or
in 1976, therefore, are likely to be able
to find willing buyers at attractive
prices. This is in spite of weakened
product markets and a generally weak
economy, both of which are likely to
continue well into 1976.

Inl)rO\'Cment in housing starts, if it
occurs at all, will not come until spring.
So further improvement in lumber and
plywood prices will not show up before
the end of the first quarter of 1976. In
the absence of a substantial recovery
in housing, the gloom that currently en-
gulfs producers and distributors will
not be dispelled, and their numbers will
be depleted further through failure or
merger.

The forestry and forest products out-
look for the first half of 1976 is rather
bleak, and the remainder of the year
may not show much improvement. Eco-
nomic conditions, in terms of jobs and
payrolls, could be constrained in Ore-
gon and Idaho, with their heavy de-
pendence on the forest products in-
(lustry; somewhat less so in Washing-
ton, with its more diversified economy.
Our feeling overall is that some opti-
niism regarding 1976 is justified, but
that optimism had better be tempered
by wariness if unpleasant surprises are
to be avoided.
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Farm Production Inputs

ECONOMIC OUTLOOK FOR 1976

Farm production input costs con-
tinued to push upward in 1975. How-
ever, this upward trend is expected to
slow for many farm inputs. In a few
cases, prices may decrease slightly due
to cutbacks in farm purchases, but this
will be temporary. Energy costs remain
a problem, and generally higher prices
are indicated for 1976.

Prices paid by U.S. farmers during
1975 are estimated to be up 9 percent
from those of 1974. This is less than
the 16 percent increase from 1973 to
1974. Projections for 1976 indicate
a modest 3 percent increase over 1975
price levels.

In 1976, farmers should be able to
buy most all the inputs they need for
their operations. However, they will
need to provide for the possibilities of
cost increases in their budgets. The
longer-run outlook, for the next three
to five years, is for a continuation of
the inflationary trend in farm input
prices.

Situation highlights and outlook con-
siderations for the major categories
of production inputs used by farmers
and ranchers in the Pacific Northwest
follow.

Fertilizer
The fertilizer shortage ended in the

spring of 1975, with only a few ex-
ceptions in widely scattered local areas.
At that time, the prices of most fer-
tilizer products had (loubled or tripled
and a tight supply-demand balance was
predicted. Instead, inventories of all
fertilizer materials are now up sharply
and prices are falling. Both reduced
demand and increased supply ended
the shortage. Increased fertilizer prices
and uncertain crop prices were factors
in the reduced fertilizer demand.

In the fall of 1975 Pacific North-
west ammonia nitrate, anhydrous am-
monia, and urea prices were down
about 10, 9, and 7 percent, respec-
tively, from a year ago. Prices of 20-

Prepared by A. Gene Nelson, Extension
farm management specialist, Oregon State
University.
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percent superphosphate in the PNW
were down about 5 percent from a
year earlier, while muriate potash
prices advanced 18 percent.

U.S. supplies of nitrogen fertilizer
were up about 8 percent for the 1974-
75 fertilizer year, ended June 30. With
the reduced demand, inventories have
been rebuilt to adequate levels and
new manufacturing plants are ex-

pected to increase total nitrogen pro-
duction by 5 to 10 percent in 1975-76.
However, a major unknown is the
availability of natural gas, used in
manufacture of nitrogen fertilizers.

If crop prices are favorable and ni-
trogen prices lower, (lemand may be
up in 1976. This would build pres-
sure for nitrogen price increases. If
you have on-farm storage, consider
filling it now while the market is soft
and favorable terms are being offered
by some suppliers on nitrogen solu-
tions and urea. Any further downward
pressure on prices will be softened by
increased costs, especially for natural
gas.

Phosphate supplies for the 1974-75
year were up and farmer purchases
appear to have declined. Sharp price
increases in early 1975 caused many
farmers to cut back on phosphate use.
Phosphate production should be up in
1976 as new manufacturing plants be-
gin production. With increased sup-
plies, phosphate prices have dropped
from spring 1975 levels, but look for in-
creases again by spring, 1976.

Domestic potash production is equal
to about 60 percent of current U.S.
use. Most potash imports come from
Canada, where output must increase
if U.S. needs are to continue to be
met. Despite an improved supply pic-
ture, potash prices are not expected to
drop significantly.

Larger inventories and increased
production indicate that Spring 1976
fertilizer prices will be lower than a
year earlier, but higher than in the
fall of 1975. Thereafter, fertilizer
prices will depend heavily on grain
prices, a key demand factor. No major
change is expected on the supply side

unless the fertilizer industry should
again overbuild its production plants.

Pesticides (Herbicides and
Insecticides)

Pesticide demand is expected to
continue to be strong in 1976, as it
was in 1975. The production of pesti-
cides was up an estimated 10 percent in
1975 over 1974. Although production
was up, low beginning inventories and
difficulties in scheduling distribution
caused spot shortages of some pesti-
cides. Price rises were substantial.
Formulated pesticides reportedly were
costing 20 percent more in 1975 than
1974, when the increase was 10 to
15 percent.

Prospects for 1976 indicate an im-
proved pesticide supply situation. The
beginning 1976 inventory is expected
to be near normal. Substantial ex-
pansion of production capacity is
planned or underway. With increases
in pesticide production costs, moderate
price increases of around 5 percent are
likely, but you should shop around.

Fuel
Fuel supplies were adequate for

farming operations throughout the
country in 1975, with no reported
shortages. Fall 1975 farm gasoline
prices in the Pacific Northwest were
up about 12 percent from a year
earlier. Diesel fuel was 6 percent
higher.

Overall, supplies should be adequate
for gasoline and diesel fuels in 1976.
Prices are expected to stabilize some-
what, depending on deregulation of the
domestic "old" oil price, fuel conserva-
tion by U.S. consumers, and actions by
the oil exporting countries.

Machinery
From September, 1974, to Septem-

ber, 1975, the U.S. price index for
farm machinery increased about 21 per-
cent. The index of prices paid by
farmers for autos, trucks, and tractors
increased by 15 percent over the same
period.

Sales of all major items except self-
propelled combines were considerably



lower during the first eight months of
1975 compared to the same period in
1974. Sales of tractors were clown 17
percent. Hay baler and forage har-
vester sales decreased, and combine
sales increased from a year ago. As a
result, inventories have recovered
from record lows in 1974 and are back
to normal, with the possible exception
of combines.

While the unit sales of tractors may
decline slightly in 1976, there will be
an increase in (lollar volume as the
trend to higher-powered, more sophis-
ticated tractors continues. Larger trac-
tors will encourage bigger tillage im-
plements. The demand also may be
augmented by the 10-percent invest-
ment tax credit on farm machinery
purchases.

The upward pressures on machinery
prices may be easing for the first time
in several years. With more new ma-
chinery on hand, machinery dealers
should be willing to bargain when
farmers seek purchases this winter.
However, farmers shouldn't delay too
long waiting for lower prices. The gen-
eral trend, consistent with inflation,
is upward.

Farm Real Estate
TJ5 farm real estate prices con-

tinued up in 1975 but the rate of in-
crease may slow during 1976. A 14 per-
cent boost was recorded for the total
U.S. during the year ended March 1,
1975. It appears that land price in-
creases may slow from their recent
high rates.

Average farm real estate prices in
Oregon advanced 7 percent from
March 1974 to March 1975. For
Washington, the increase was 11 per-
cent, and Idaho showed the highest in-
crease at 20 percent.

In the longer run, demand for land
should continue at a moderate level,
given the incentives for farm consoli-
dation and hedging against inflation.
High mortgage interest rates and the
possibilities for higher real estate taxes
would limit the demand.

Agricultural Credit
Total U.S. farm debt appears to

have increased at a slightly lower rate
in 1975 than in 1974. With higher land
values, farm real estate (Iebt contributed
to this upward climb. Real estate debt,
which is over half the total farm debt, is
expected to have increased by 12 per-
cent, about the same rate as the prior
year. Nonreal estate debt for ma-
chinery, livestock, and other expenses
has increased by 9 percent, down from
10 percent the year before.

The reduced growth rate of non
real estate debt appeared to reflect less
overall demand among farmers, par-
ticularly in the cattle-producing areas.
Many farm operators have made large
past purchases of machinery and other
farm inputs, and their demand for
further purchases has slackened. Some
improvement in farm income pros
pects, however probably would cause
lending activity to increase.

Oregon State Library

Salem

Reports indicate that farm credit
agencies have funds for lending, but
are exerting more restraints than usual
on their borrowers. This is particu-
larly the case for cattle producers, but
may be alleviated by the Emergency
Livestock Loan Program.

Interest rates on farm loans have
declined from the high levels reached
in early spring 1975. The rate is ex-
pected to turn up again in 1976, de-
pending on changes in monetary policy.
Given this prospect, arrangements for
needed loan funds should be made as
soon as possible.

Wrap-up
It appears that really critical short-

ages of farm-input supplies will not
occur during the next couple of years.
While input prices will not jump at the
high rates of a year ago, they will
stabilize only temporarily and further
increases will arise from inflation.
With higher input prices and pur-
chased inputs becoming a more in-
portant part of his operation, the farm
and ranch manager needs to consider
his buying strategies. While the over-
all trend in prices paid is upward,
there will be dips for certain items
when inventories are overbuilt. The
manager needs to be in a position to
take advantage of these clips by timing
his purchases to coincide. He does
need to watch out, however, that the
carrying cost for the item does not off-
set the price advantage.
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