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UNIVERSI 'IY OF ~~INNESOTA 

F. W. Feck, Director 

MINNESOTA FA.R1·l: BD"'SINESS NOTES 
No. 109 De~ember 20, 1931 

Prepared by the Division of Agricultural E~onomics 
University Farm, St. Paul, ~innesota 

rEMAND FOR MI:L-JNESOTA AGRICULTURAL PRODUCTS 
Prepared ey Werren C. Waite 

The dependence of the Minnesota farm income upon the conditions of 
domesti~ demand may be roughly illustrated by comparing the index of gross cash 
i.ncome from the sale of Minnesota agricultural products, with the Federal Reserve 
Index of factcry r.ayrolls. The latter may he taken as an indication of the money 
available for purchasing agricultural products by a large group of city purchasers. 
The two indexes are shown in the graph below, for the period from 1919 to 1931. 
The similarity is markei. There are but two youra which do not agree in general 
movement, 1920 and 1924. The decline in gross cash income in 1980 is, however, 
explained by a 5 per cent decline in the quantity of sales, while the increase 
in 1924 is a result of a 10 per cent increase in the quantity of sales. 
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19 21 Table I 

Index of Minnesota Gross Cash Income and Federal Reserve Beard Index 
of Factory Payrolls for the United Sta tea, 1919 to 1931 

1919 
1920 
1921 
1922 
1923 

( 1923-2•1-85 :: 100) 
Minnesota Factory Minnesota Fa-2tory 
Farm In::.ome rayrolls Jt'arm Income Payrolls 

128 98 
111 118 

67 77 
75 81 
83 103 

1926 
1927 
1928 
Hl29 
1930 

116 
109 
107 
112 

97 

104 
1~'~2 

102 
108 

R7 

Cash 
=-lOC) 

Fny-
100) 

1924 100 96 
1925 115 101 

1931 (69 
(estimated 

(67 
(estimated 

Published in furtherance of Agriculturel. Extension Act of ~,:ny 8, 1914, }', v'f, reck, 
Dire~tor, Agri~ultural Extension Division, Department of t~griculture, University 
of Minnesota, cooperating with u. S. Department of A.griculture. 
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Tr'ends in Demand for Minnesota Agricultural Products 

Data relative to the demand for comrnodities are so inadequate th&t only 
rough estimates of changes can be made, The table below presents such estim,J.tes 
for the United States as a whole, for butter, pork, beef, wheE<t, flour, lamb, lard, 
cornmeal and potatoes, 'I'hese constitute at present about 75 r-er cent of the gross 
cash income of Minnesota agriculture. The indices muy be interpreted as the price 
at re.tail relative to 1910-14 which consumers would be willing to pay for the same 
per oapita quanti~y of the product which they consumed during the period of 1910-14 
after allowance has been made for gener2l ch~nges in prices thruout the period, 
Thus in the case of beef we find consumers during the period 1925-20 :lble to con­
sume the same quantity of beef as in 1910-14 nt a price of 112 per cent etove the 
price in 1910-14. We may say, in consequence, that there has been an increcse of 
abput 12 per cent in the per capita demc.nd for beef bet>Ieen the t'lto periods. 

Table 2 
Indexes of the Per Capitu Dvmand in the United Sktes at / 

Deflated Retail Prices for Certain Minnesota Agricultural Products! 
( 1910-1914 - 100! except butter where 1916 = 100) 

Av6r8.ge of the Vi heat- Corn-
five ye•=:.r period Butter Pork Beef flour Lamb Lard mecl Fot~:... toes 

1910-1914 100 100 100 100 100 100 100 

1915-1919 96 94 97 102 93 124 64 103 
1920-1924 106 112 95 80 112 101 48 109 
1925-1929 112 124 107 76 119 103 57 96 

j} These indexes hUV6 been computed from the per co.pita consumption d-:-.t:. of the 
Bureau of Agricultur'1l Economics nnd the reto.il prices reported by the Bu=-erm of 
Labor Statistics deflated by the Retail Food Index of the same Bure2u, Elasticities 
of demand of one have been assumed for butter, pork nnd lqrd, of two for beef end 
larnh, and one-half for flour, cornmeel and pote.toes. It has been assumed also that 
ths el8.stici ties of demand have remained unchong6d thrm•ut the period. The in­
fluence of supply upon price has then been removed, t::nd tl:"w remu ining fl uctu~tion 
in price considered as nrising from ch8nges in demand • 

• i comparison of the period 1910-14 with the period 1924-29 shows signifi­
cant declines in the demand for wheat-flour and cornmeal, much the s~me demand for 
poto.toes, lard and beef, and l~.rge incros.ses in the demand for butter, lamb ru."ld pork. 

It is evident thr1t Minnesot2, agriculture has shifted bece1use of these 
chan~s in demnnd, The three products which show a lower dems~d then in 1910-14 
are cornmeal, wheat-flour and potetoes, Corn, whent and potc,toes constituted 42.9 
per cent of the gross cash incon:e of Minnesotr. egriculture in 1910, but only 11.4 
r,er cent of the gross cash income in 1928. The decline in whee.t was much greeter 
tho.n that in corn and pots.toas, 'l;hee.t constituted 34.9 per cent of the gross ccsh 
income in 1910 but only 5, 6 per cent in 1928, Corn production increescd con­
siderably during the pr.:iri<?C'., but cash sales have e.lways been small, e...~d even these 
declined in relative importar. ce r:.s n fcc tor in the agricul tur[<l income. On the 
other hand, "tutter, c.s.ttle, hogs and lembs which show increases in demcmd snow a 
m::rrked increase in their importance in t7innesote. ~griculture, increasing from 32.3 
per cent of the gross cash income in 1910 to 65.1 per cent in 1928. It should also 
-~c noted thnt while pork has increased rna terie.lly in demnnd, lard has changE:od but 
little, indicating the desirdility of a shift in the type of hog re.ised. 
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Effect of Dcprossion Upon Demo..nd 

The depression has lor'ercd the dsTI[md for n.ll Minnesot'"'. e.gric ul tur-:;.1 
products and these demo.nds o.re now lo\:er th'J.ll at o..ny previous point in the de­
pression. Crops h:J.ve suffered somE:.V'hct more tfi[m livestock products, Consumer 
demend for butter appears to ho.ve begun its decline in I1~ey 1929, sevcre,l months 
before the serious breek in business 8.ctivi ty and has continued dovmv:c!.rd since. 
It is now fully 25 per cent less then in 1928 even when we J:lc,.vo Y!l::,dc o..lle><TLUCO 
for the decline in price due to the general fell of prices, Producers should not 
overlook the f:J.ct that the strengthening of butter prices in the pc~st f~~ll 1.as 
due almost entirely to srrnllcr production. The declines in beef :llld pork have 
not been quite o.s severe as th,.,.t in butter, The first decline in pork e.ppears 
in April 1930 and in beef two months lo.ter, Tho decline in the de!l18.nd for beef 
has been scmewhat greater than that of pork. 

MINNESOTA F1\illC PRICsS FOR NOVilEB.ffi 1931 
Prepar£;d by A.E. Erickson 

The index number of L:innssota fgrm prices for the month of No'!ember 
1931 v;as 53,8. Vvhen the nverc.ge of fam prices of the three Novembers of 1924-
25-26 is represented by 100, the indexes for :November of a'lch yenr from 1924 to 
date are as follm:rs: 

Noverr..bor 1924 - 91.9 
tt 1925 - 105.1 
tt 1926 - 104.4 
" 1927 - 96.3 
II 1928 - 96,4 
II 1929 - 99,1 ,, 1930 - 75,7* 
tt 1931 - 53.8* 

*Preliminc.ry 

The price index of 53.8 for the past month is the net result of in­
creases and docroasos in the prices of fa.nn products in Nover;-:;ber 1931 ovE:.r the 
average of November 1924-25-26 weighted a.ccoTding to their rel~tiYe importQUce, 
These decreases ranged from apprcxim"tely 66 per cent to 20, The products 
re.nked according to the size of their percon tagu incree.s0s or decre::.ses in this 
compnrison nre shov;n in the follori.ng list: 

Principal Farm Products which Showed Price Incre~·ses r:tnd Decre~:ses 
in November 1931 when Compnred v-i th the •• verc.ge Prices in 

NoYember 1924-25-26 
(listed in descending order of percentage ch~cnge) 

Decrenses: Potatoes, hogs, rye, lnmbs-sheep, whoat, corn, oats, fl~x, eggs, 
barley, calves, butterfat, milk, chickens, cattle, hay, 

il.l though the r.:innesota index for November 1931 does ::lOt mee:sure price 
changes from Oc toter 1931, a comparison of mcnth to month changes in price hc.s 
been ronde, The increases range from 41 per cent to 2, and the decrensE:.s from 
16 p0r cent to 4, The products ranked accc.rding to the size of their percentage 
increases or decreases in November 1931 O'T6r Octcbor 1931 are shom1 in the follow­
ing list: 
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Principal Farm Products which Showed Price Increases .and -Decreases 
in November l'a31 when Comp r:xred with october 1931 
(listed in descenqing order_Qf_p~e~r~c~e~-n~t~2~cg~e~c~h~r~.n~g~e~) ______________ ___ 

Incre~ses: Rye, corn, eggs, wheat, flax, oats, barley, chickens. 

Decree.ses: Calves, butterfat, hogs, hay, lambs-sheep, milk, cattle. 

No change: Potatoes. 
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