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Dairy Industry Situation Calls for Adjustments 
E. Fred Koller 

The dairy industry is in the midst of 
some highly significant market changes. 
An extraordinary increase in milk pro­
duction, which began in November 1952 
and lasted through the winter, over­
whelmed the dairy markets and left 
the whole industry wondering what 
hit it. 

After moving along at a relatively 
level annual rate of production of about 
115 billion pounds for several years, 
milk output over the nation expanded 
rapidly in the winter of 1952-53, reach­
ing an annual rate of 123 billion pounds 
for several months. 

The rate of production has declined 
in recent months largely because of 
severe drouth in many areas. Even so, 
total estimated milk production for 
1953 will be at least 118 billion pounds 
as compared with 115.1 billions in 1952. 

The large increase in milk output 
last winter resulted in part from a 
larger output per cow, and this larger 
output was in turn brought on by a 
record high rate of concentrate feed­
ing, high quality of roughage, and a 
mild winter. 

Milk Cow Numbers Increase 

Also a major factor in the change 
was an increase in milk cow numbers 
this year for the first time since 1944. 
The number of milk cows in the United 
States in June this year was 22,110,000 
head, or 2.6 per cent more than a year 
earlier. Minnesota's milk cows totalled 
1,356,000 in June-4 per cent over the 
1952 total. 

An important factor in the increase 
was the sharp drop in beef prices in 
the past year. This placed butterfat 
and milk prices, which were under 
government price supports, in a more 
favorable position relative to beef 
cattle prices. Furthermore, the lowered 
carcass values for dairy animals in­
duced farmers to cull less closely. 

The unusual increase in milk pro­
duction in the winter of 1952-53 was 
reflected promptly in an increased out­
put of manufactured dairy products­
particularly butter, cheese, and nonfat 
dry milk solids. These are the products 
which the government is buying under 
the price support program. In the first 
few months of the year the production 
of butter and cheddar cheese ran about 
one-third above a year earlier. Produc­
tion of nonfat dry milk was up by two­
thirds. 

This large output of manufactured 
dairy products depressed their prices 
to the government support levels and 
below. For the crop year ending March 
31, 1954 the government support price 
on Grade A butter in New York is 66.5 
cents a pound, cheddar cheese is 37 
cents, and nonfat dry milk 16 cents. 
These support prices are set to bring 
milk and butterfat to 90 per cent of 
parity. 

Government Buying Hits New High 

To support dairy markets at these 
levels it has been necessary for the 
government to purchase these products 
at a record rate. Consequently govern­
ment holdings are at an all-time high. 

From January 1 to October 1 of this 
year government purchases of butter 
totalled 344 million pounds (about 30 
per cent of output) and purchases of 
cheddar cheese 273 millions (about 34 
per cent of output). Government buy­
ing of nonfat dry milk solids, a major 
product of this area, has reached 513 
million pounds or 53 per cent of output. 

As of October 1 unsold government 
supplies consisted of 278 million pounds 
of butter, 215 million pounds of cheese, 
and 417 million pounds of milk powder. 
Only a small percentage of the products 
purchased in the first nine months of 
the year have been disposed of. Distri­
bution to the school lunch program and 
to welfare agencies has provided a 
limited outlet. 

Suggestions that the products be sold 
at reduced prices or given away abroad 
have brought violent protests from 
various dairy-producing nations who 
object to having their markets dis­
turbed by such action. Some of the 
government supplies may be resold to 
the commercial trade in the normally 
low production months this fall, but 
current indications are that these op­
portunities may be limited this year. 

Carry-Over at Record High 

In view of these surplus disposal 
difficulties it seems likely that we will 
go into 1954 with a record carry-over 
of dairy. products. It is estimated that 
in terms of milk equivalent the carry­
over of government and private storage 
stocks will be about 8 billion pounds­
about 3 billion larger than at the begin­
ning of 1953. 

With such large supplies overhang­
ing the market it may be expected that 
prices of the manufactured dairy prod­
ucts will not get above the support 
level this fall or winter. 

While there have been important 
changes on the supply side of our 
dairy markets probably the most strik­
ing have been on the demand or con­
sumer side. The most far-reaching of 
these developments has been the de­
cline in demand for milk fat. The per 
capita consumption of milk fat in 1952 
reached a record low of 27.3 pounds as 
compared with an average consumption 
of 31.2 pounds in the period 1935-39. 

Divergent consumption trends ac­
count for the drop in per capita milk 
fat usage. The consumption of milk fat 
in the form of butter and cream is 
down, but there are some partially 
offsetting increases in the use of whole 
milk and cheese. The per capita con­
sumption of butter in 1952 was 8.7 
pounds or about half as much as before 
World War II. In the 1930's about 45 

(Continued on page 3) 
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Cut Costs to Help Hold Dairy Profits Up 
S. A. Engene 

Prices for dairy products have gone 
down, and dairy farmers' profits have 
gone down with them. What can be 
done to hold profits up? One possi­
bility-stimulating improved demand 
and cutting marketing costs-is dis­
cussed in the preceding article. Another 
possibility, that of cutting production 
costs, is discussed in the present article. 

Since feed makes up about one-half 
of dairy production costs, this is the 
most important place to look for sav­
ings. 

Wise Use of Feed Cuts Costs 

Can feed costs be cut? There are 
several possibilities. The cost of pro­
ducing feeds can be cut on most farms. 
Legumes and grasses give low-cost 
feed nutrients, as shown in table 1, as 
well as providing proteins and improv­
ing the yields of other crops. Early cut­
ting will improve the protein content 
of the hay. The big advantage of alfalfa 
and other legumes is in their high pro­
duction per acre. When harvested and 
stored as hay the cost per acre is as 
high or higher than for corn or oats. 
But when pastured, of course, the leg­
umes provide lowest cost feeds. 

Corn is a low-cost feed crop in the 
southern counties of Minnesota. Oats, 
on the other hand, is a high cost feed. 
Therefore oats acreage should be kept 
as low as is practical. 

High yields also help to give low 
feed costs. For example, in 1952 the 
cost of a ton of alfalfa was $13 on a 
group of farms with yields of 31fz tons, 
and $22 on farms with 11/z tons. Good 
rotations, good seedbed preparation, 
good seed, timely work, and proper 
fertilization contribute to high yields. 
But none must be used to the point 
where the extra yield does not pay for 
the extra cost. 

Table 1. Cost of Producing Feed Nutrients 
in Southern Minnesota 

Aver- Cost Cost per 
age TDN* per 100 lbs. 

Crop yield, per acre, acre, of 
1943-52 1943-52 1951-52 TON 

bushels pounds 

Corn ... 48.7 2,223 $35.00 $1.57 
Oats 51.0 1,134 33.00 2.91 

tons 
'Corn silage ... 8.5 2,856 43.00 1.51 
,Alfalfa hay .. .. 2.3 2,369 38.00 1.60 

*Total digestible nutrients. 

A second way to cut feed costs is to 
do a better job of feeding. Ample quan­
tities of good-quality hay and pasture 
provide the base for the ration. These 
usually must be supplemented with 
corn, small grains, and other concen­
trates. Feed these according to the pro­
ductive ability of the cows; do not 
waste good feed on poor cows. If you 
must buy any of these feeds, check the 
price against the feed value. 

A third way to cut feed costs is to 
get high production per cow. This takes 
good cows, good feeding, and good 
management. The amounts and costs of 
feed used with high and low levels of 
production are shown in table 2. This 
information was obtained from records 
kept by 131 dairy farmers. The high­
producing cows used more feed, but 
they gave more than enough milk to 
make up for it. 

Table 2. Quantity and Cost of Feed for 
Dairy Cows in Southern Minnesota, 1952 

Pounds grain and 
Irate 

Pounds hay 
Pounds silage ...... 
Feed cost 
Pounds butterfat 
Pounds milk 

26 farms 26 farms 
with high with low 
production production 

concen-
3,621 
5,097 
7,842 

$ 170 
376 

10,000 

per cow 

1,764 
4,987 
5,398 

$ 114 
207 

5,500 

We can look at this in a different 
way. As an average for the past five 
years, the farmers with the high-pro­
ducing cows (10,000 pounds milk) 
needed 4.0 acres of land per cow to 
produce the grain, hay, and pasture. 
The farmers with the low-producing 
cows (5,500 pounds milk) needed 2.9 
acres. The first group of farmers pro­
duced 2,500 pounds milk to the acre; 
the second produced only 1,900 pounds. 
The farmers with high production pro­
duced almost one-third more milk per 
acre. 

High milk production also cuts labor 
and building costs. Labor records kept 
by dairy farmers in Minnesota show 
about 100 hours per cow annually. This 
is the time spent on milking and all of 
the chore work. As a reasonable esti­
mate it would take 110 hours for the 
high-producing cows and 95 hours for 
the low producers. Both kinds of cows 
would take about 65 square feet of floor 
space. 

Now we can look at high and low 
production in another way. How much 
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land, labor, and barn space 
take to produce 100 pounds 
Here are the figures: 

would it 
of milk? 

High 
production 

.04 Acres of land .. 
Hours of labor ... 
Square feet of floor 

1.1 

space .65 

Low 
production 

.05 
1.7 

1.20 

High levels of production cut all of 
these costs. 

Next to feed, labor is the biggest item 
of cost. It makes up one-quarter to one­
third of the costs. 

Farm work simplification studies 
have shown that better work planning 
could save possibly 10 to 20 per cent 
of chore time on the average farm. 
This could be done with little cash cost. 
Good labor-saving equipment can save 
more labor, but it also would cost more. 

Saving labor is a real cost saver for 
the dairyman who hires his labor. On 
most dairy farms, however, the farmer 
and his family do all of the work. This 
farmer will not gain much by saving 
labor unless he has some other worth­
while use for time he saves. Some 
farmers can use this time to do a better 
job with the cows. Some can increase 
the number of cows. Others can use the 
time on other jobs. 

Shelter Plans Should Be Studied 

Shelter costs are small compared 
with those for feed and labor. The 
farmer who already has a barn can 
do little to cut his shelter costs. But 
the man who must build or remodel 
must study barn design and choice of 
material. The annual cost of a barn is 
about 8 per cent of the original cost. 
Most dairy barns being built today cost 
$500 or more per cow and that means 
an annual cost of $40 or more per cow. 
That much must come out of the milk 
check if the farmer is to break even 
on the barn. This farmer must studY 
his plans carefully. 

Equipment, veterinary, and other 
costs can also be reduced. Since these 

(Continued on next page) 



November 30, 1953 FARM BUSINESS NOTES 

DAIRY INDUSTRY SITUATION-Continued from page 1 

per cent of the nation's output of milk 
fat was made into butter. In 1952 only 
about 25 per cent was used in this way. 

Cheaper Fat Use Grows 

In recent years consumers and food 
processors have tried more than ever 
to substitute the cheaper fats for milk 
fat in the different food uses. In cook­
ing, vegetable shortening has replaced 
a substantial quantity of butter. As a 
spread, butter has been replaced in 
varying degrees by margarine, peanut 
butter, mayonnaise, and other spreads. 

Also, consumers evidently are using 
less butter and margarine as table 
spreads. The drop in bread consump­
tion is a factor here. 

Competition from margarine has in­
creased in the war and postwar years­
per capita consumption of margarine 
more than doubled from an annual 
average of 2.9 pounds in 1935-39 to 7.8 
pounds in 1952. 

The widespread removal of restric­
tions on colored margarine since the 
war has been a factor in this change. 
Another consideration has been that 
the retail price of butter in recent years 
has been from 2% to 3 times that of 
margarine, while in the prewar years 
the usual ratio was about 2 to 1. 

Other dairy substitutes are gaining a 
foothold in various markets. A product 
imitating ice cream in which vegetable 
oil is substituted for butterfat is being 
sold in increasing volume in a number 
of states. Prices of this product are be­
low those of regular ice cream. A sub­
stitute for evaporated (canned) milk 
is sold in several areas. Here, too, milk 
fat is replaced by vegetable fats. 

Another development which cuts into 
the demand for milk fat in varying de­
grees is the sale of a number of dairy 
products which contain no fat or in 
amounts below standard levels. These 
low-fat products have gained popu­
larity as people shift to low-fat diets. 

For instance, there has been a large 
increase recently in the sales of sher­
bets and ice milks. The 1952 output of 
these products was about 79 million 
gallons, as compared with only 18 mil­
lion in 1946. Some of this increase very 
likely replaces ice cream. 

Sales of Milk Powder Boom 

Increased use of fluid and dried skim 
milk similarly displaces some whole 
milk and thus adds to the market prob­
lems of milk fat. The national sales of 
skim milk powder in small packages 
for home use have risen from 2 million 
pounds in 1948 to 82 millions in 1952. 

While the market problems facing 
butterfat have been mounting, the 
dairy industry has been encouraged by 
the expanded use of the nonfat part of 
milk. The per capita intake of nonfat 
milk solids now approaches 50 pounds 
annually, compared with slightly under 
40 pounds two decades ago. The main 
products accounting for this increase 
are fluid milk, cheese, ice cream, cot­
tage cheese, and skim milk products. 

However, from the income viewpoint 
gains made on the nonfat solids side 
of milk have not compensated for the 
losses on the milk fat side. 

What solutions are there for the cur­
rent crisis in the dairy industry? In 
the space available here we cannot 
evaluate the many proposals which 

CUT DAIRY COSTS-Continued from page 2 

are small they can not have much effect 
on the total costs. 

Many farmers have considered en­
larging their herds in order to do a 
more efficient job. A study in Michigan 
showed this relation of chore time per 
cow to size of herd: 

10 cows-134 hours 
15 cows,.---118 hours 
20 cows-117 hours 
30 cows-108 hours 

Bigger herds will use labor, equip­
ment, and possibly buildings, more effi­
ciently. It is likely that the farmer with 
the moderately large herd will have 
an advantage over the man with the 
small herd. However, it may not be 
profitable for the small operator to in-

crease his herd. To do so, he may have 
to get extra feed and invest more capi­
tal. He may have to reduce or elimi­
nate other enterprises as chickens, hogs, 
or cash crops-thus losing this income. 

Some dairymen will want to consider 
the possibility of dropping dairying. 
Beef cattle, hogs, poultry, cash crops, 
or other enterprises may give them 
better profits. This will give these 
farmers a better living and help to 
reduce dairy supplies at the same time. 

To summarize, dairy farmers can cut 
their costs; a few can make spectacular 
savings. Such savings can help them to 
meet the cost-price squeeze and can 
contribute enough in holding profits up 
to be worth the effort. 

Page three 

have been made. However, it appears 
clear cut that price adjustments are 
needed in order to clear the market. 

Current support prices are aggravat­
ing the problem by (1) attracting an 
even larger production of milk, and 
(2) discouraging the consumption of 
dairy products. Reduced support prices 
would help solve these problems but 
would cut incomes at least temporarily. 

To soften the effect of a reduction 
of prices on dairy incomes it would be 
desirable to use government income 
payments for a limited period. The in­
come payment plan would compensate 
dairy farmers for the difference be-:­
tween the prices for their products as 
determined in the market and the de: 
sired parity support level. These pay.:. 
ments should be continued only until 
more permanent adjustments are made. 

Ranking high among needed dairy 
market adjustments is the moderation 
of restrictions such as health ordi­
nances which prevent or limit the entry 
of outside milk and cream to many 
eastern and southem markets. Often 
the milk excluded in this way is forced 
back into the manufactured products 
and is thus added to surpluses. Restric­
tion of the supply of milk in these mar­
kets to the relatively high-cost nearby 
sources increases prices to consumers 
and discourages consumption. 

Market Restrictions Hurt 

The high Class I milk prices provided 
for in some federal milk market orders 
tend to stimulate milk production be­
yond the fluid market needs and also 
cut into consumption. The additional 
supplies are diverted into the manufac­
tured dairy products. 

Even greater efforts should be made 
to expand the market for dairy prod­
ucts. Improved merchandising, better 
store displays, better packaging, im­
proved pricing methods, more auto­
matic milk vending devices, and other 
new sales techniques will help. 

A basic approach in solving the mar­
ket problems of the industry is the 
adoption of improved methods all along 
the line-on the farm, at the dairy 
plant, and in the various market chan­
nels. If costs can be reduced at all 
levels producers will be able to get 
along with somewhat lower prices. At 
the same time dairy foods would be­
come more competitive with other 
foods and win more of the market. 

Very important in the long-run solu­
tion of the dairy problem will be our 
rapidly growing population. Some 7,000 
new consumers a day will go far 
toward broadening dairy markets. 
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Minnesota Farm Prices, 
September -October 1953 
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<Jke (!)~ e~ - Dairy Cow Numbers 
Number of Milk Cows on June 1 

Others 
Prepared by Jerry M. law Year North 

Atlantic 

South Atlantic, 
East South 

Central 

East 
North 

Central 

West 
North 

Central* 
west of United States 

Mississippi 
Average Farm Prices for Minnesota, Septem­
ber and October 1953, with Comparisons* 

Wheat 
Corn 
Oats 
Barley 
Rye 
Flax 
Potatoes 
Hay ........... . 

............. $ 

Hogs .......................... . 
Cattle 
Calves 
lambs-sheep 
Chickens 
Eggs ........................... . 
Butterfat 

·Miik 
Woolt 

Sept. Sept. Oct. Oct. 
1953 1952 1953 1952 

2.09 $ 
1.36 

.64 
1.04 

.93 
3.53 

.90 
14.40 
23.40 
16.30 
18.00 
17.56 

.184 

.465 

.71 
3.55 

.48 

2.12 $ 
1.55 

.76 
1.32 
1.65 
3.87 
1.95 

15.50 
18.90 
23.00 
28.00 
23.55 

.175 

.430 

.80 
4.15 

.47 

2.11 
1.21 

.65 
1.07 

.97 
3.56 

$ 2.13 
1.37 

.75 
14.20 
20.70 
15.00 
16.00 
16.17 

.163 

.495 

.72 
3.70 

.48 

.74 
1.30 
1.67 
3.79 
2.15 

16.10 
18.30 
22.50 
25.50 
21.78 

.164 

.460 

.80 
4.15 

.47 

* Average prices as reported by the USDA. 
t Not included in the index numbers given be· 

.low for Minnesota. 

The index of Minnesota farm prices 
represents the average of the increases 
and decreases in farm product prices in 
the given month of 1953 over the aver­
age of the five corresponding months 
of the period 1935-39. 

Weights for the Minnesota indexes 
are the average sales of the five cor­
responding months of 1935-39. Weights 
for the United States indexes are the 
average sales of 60 months in 1935-39. 

October prices for Minnesota farm 
products averaged lower than those for 
September. Most significant declines 
were for potatoes, hogs, calves, corn, 
and chickens. Higher prices were re­
ceived for eggs and milk. Except for 
hogs and eggs, prices were below Octo­
ber of last year. 

1940-44 
1950 
1951 
1952 
1953 

Per cent 1953 is of 1940-44 .... 

* Includes Minnesota. 

3,134 
3,017 
2,985 
3,030 
3,112 

99 

3,917 
3,967 
3,986 
4,027 
4,172 

107 

Dairy cow numbers have started to 
increase again (see table), but so far 
the increase is small. We still have 11 
per cent fewer cows than we had in 
1940-44. The low point came in 1952. 

Cow numbers are down, but higher 
production offsets this. In 1952 total 
milk production was only a shade 
below 1940-44, and in 1953 it will be 
higher. High production per cow is 
likely to continue. 

What happens in the future is impor­
tant to dairymen. The answer is hard 
to find, but here are some of the im­
portant factors that affect it. 

The price of milk will affect the 
farmers' interest in cows. Another ar­
ticle in this issue discusses market 
prospects for milk. Apparently present 
prices are attractive to some, as shown 
by the increase in number of cows. 

The present milk price structure, to­
gether with some other factors, is caus­
ing a shift in cow numbers toward the 
east. There has been a steady increase 
in dairy cows in the South Atlantic 
states and in the South Central states 
lying east of the Mississippi. A shortage 
of milk has kept prices high in these 
areas. Electric refrigeration, growing 
interest in grasslands, low profits from 
cotton and other crops, and other fac-

thousands 
6,145 6,459 5,145 24,800 
5,588 5,144 4,232 21,948 
5,472 5,040 4,148 21,631 
5,457 4,942 4,097 21,553 
5,601 5,057 4,168 22,110 

91 78 81 89 

tors have stimulated this interest in 
dairying. 

The number of dairy cows has gone 
down only slightly in the North At­
lantic and the East North Central 
states. These states have a large pro­
portion of our cities. In many of these 
cities market regulations of various 
types have restricted in-shipments of 
milk and have kept prices high. These 
high prices have made dairying profit­
able for the farmers near the market, 
even though many of them are in high 
cost areas. 

The number of cows is down by 20 
per cent as an average for the area 
west of the Mississippi. These are the 
states that have produced butter. Re­
strictive health ordinances in eastern 
markets and increasing transportation 
rates have prevented farmers from ob­
taining the higher prices for fluid milk 
in these markets. The future of this 
area depends on ability to produce and 
market efficiently and to expand mar­
ket outlets. 
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Indexes and Ratios for Minnesota Agriculture 

Average, 
Sept. Sept. 
1953 1935-39 

U. S. farm price index ........ 238.8 100 
Minnesota farm price index ... 226.2 100 

Minnesota crap price index 216.6 100 
Minnesota livestock price index ... 238.8 100 
Minnesota livestock products 

price index .. 222.8 100 
Purchasing power of farm products 

United States 107.6 100 
Minnesota 101.9 100 

Minnesota farmers' share of con· 
sumers' food dollar 58.3* 48.6 

United States hog-corn ratio 15.9 12.6 
Minn. hog-corn ratio 17.2 14.9 
Minn. beef-corn ratio 12.0 11.9 
Minn. egg-grain ratio 16.8 17.3 
Minn. butterfat-farm-grain ratio 33.0 32.4 

* Figure for July. t Figure fo.r August. 

Oct. 
1953 

235.4 
221.1 
215.7 
229.4 

212.0 

106.4 
99.9 

57.5t 
15.9 
17.1 
12.4 
18.5 
34.1 

Average, 
Oct. 

1935-39 

100 
100 
100 
100 

100 

100 
100 

47.6 
14.1 
17.8 
14.7 
20.9 
36.4 
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