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The Distribution Among Agricultural JUN Brﬁiw
Producers;»Cémmodities,Aend Resources |
of Gains and Losses from Inflation

:uvafl,.ki FPJ:!GE’*}"“ E.SLZ'GV_V
in the Nation's Economy

G. E./Brandow
The Pennsylvania State University ,

Wh; ;are,the effeets‘qf_inflation on the‘distributiqﬁ of income
énd‘wealth:énd}on resouree returns inragricﬁitﬁre? The answer depends on
the kind of ihflation one is talking about and the ecohoﬁic context in which -
it occurs. I.essume we efe'discussing a moderate inflation invwhieﬁlcémpre—
hensive‘price indexes advance for at least five years and consumerbpnices_
rise in some years by 5 pefcent or more. But other matters are also
iﬁportant&

1. Is it a demané—pull infldtion,.costfpush inflation, or a
‘vcombinatibq_ofxﬁhe“tWO?. In a demane—pull inflatieﬁ, ependinglpower.in the
‘ﬁhands‘of censumers-and business iﬁitielly outruns;the'market’SUpply-of goode
' and‘serVices. In a eOStfpush.inﬁlatioh, wages and prices are administratively

raised by 1aber unions and oligOpolistic'firms with strong market power.

_§ : o2, Wﬁet’is the state of antiéipatibné? If bhsiness and'ihveStﬁent'-
'managers expect 1nflat10n to contlnue 1ndef1n1tely, the behav1or of . prlces
and 1nterest rates may be much dlfferent ﬂhan if 1nf1at10n is expected eo
be:temﬁprary;

3. Ih idehtifjing the effecés gf'inﬁiefion;:are we to inclﬁ&e the’
effects of expans1on of bu31ness.and employment bften accompanylng soﬁe stage
 of infletlon? The prlce and nonprice phenomeha are dlfferent but would one
oecuf ﬁithbut the qther?
| R 4, Dislike for infletion‘leeds Ed'efferés to halt.it, and ;hese

maj reduce.emplpﬁﬁeﬁt and real GNP. Are infletioh reseraints and their adveféé;

effects to be cohéidered a part of the inflation pattern?

y o= pe,/lzvﬁkacz a7 AHEA l/cz,e.e,i‘M?/ 197); See AJAE Dec, 7/,/% 713



5. What is the state of gevernment fafm'programs,_especially in-
~respect to price support, feeerve stocks,.end prédﬁction control? If there
v'is-no government intervention in farm product markets, prices will be sensitive
to any changes.in demand or'snppiy arising fromrgeneral'inflation.. But if

gévernnent.is“holding.large stocks and is restricting ptoductien, releaee QfA
stgeks_eferelexatiqn of output controls can greetly moderate price advances.

| It npnld‘be convenient if pure cases conld:be found in which

' different kinds of inflation_end different eircumstanCee surrounding them

) eould_te stﬁdied.in‘iselation. But we are forced in ﬁractice_to select

"fer:emnirieai study a recent period of rising prices and to accept whatever

ﬁtynes ef-inflation and attendant circumstances actually prevailed during that -
"'peried. rThe:intervel;cnesen for this study extends frem 1953, when‘the

vnér§inducediKefean;inflation ended, to 1970. The most rapid eurges of in-
”iflatlon durlng the 18 years came between 1954 and 1959 and between 1965 and 1970.
The prlce rlse of the latter 1950 s had strong elements of cost-
;push:inflatlon., The prlce,rlse,of the!latter 1960's began mainly as a demand-
;pull phenomenon but was largely a cost—push 1nflation by 1970. Probably
‘antlcipatlons of 1ong—term inflation. were strongest in the latter 1960 s.
Changes,in“priees were associated with changes in employment and real'GNP
in two ways: (1) a iong period'ef strong economic expansion occutrednduring‘
the 1960's, and the price level rose at a comparatively rapid‘rate during the
latter half oﬁ that‘decade; and‘(2)'year—toeyear changes‘in‘prices were
'mildly‘eorrelated with year—to—year chengesiin employment and real GNP over
the whole 18—year period. Efforts to slow down inflation, especially by
monetary restraints, were the principai cause of the decline of real.GNP in
'_1970,~a1though further inflation took place. The United States was not alone
in eiperiencing inflation; in fact, consumer prices rose somewhat more between

1960 and 1970 in most Eurppean ceuntries and in Japan»than in the United States.



Thusathé period available for study is. a hodge-podge of different
kinds of inflation in different kinds of cifcumstances., In view of the limited
‘number of_y@ars, the compiexity of the relationships involvéd,-and fréquent
muiticollinearity,problems, econometric analysis can scarqely be -expected to
-unrével and display completely the structure of the system as ﬁe would'like
to understand it.  Accordingly, a two-step procedure.is used.: Most of the
.‘paper‘is devoted to siﬁpie anélyses 6f the effecté of inflatiop on farm economic
variableé from‘i953 to 1970. The results are interpreted in light of actual
_conditions during the»pefiod; Second, a m;re.speculative analysis is made of
likely effegts on agriculture of the form of inflation likely to exist in
‘the-future.- Though differential effects of inflation on various parts. of .
agricultufe are the ultimate concern ofvtﬁe'study,.attention is necessarily

first directed to effects of inflation on agriculture as an aggregate,

Inflation and Farm Prices

_ , I
One might hypothesize that rising merey incomes of consumers and

advancing prices of consumer goods other than food would increase demand

for most farm prodﬁcts at retail. Both.income and nonfood pricés have positive
coefficients in the conventionél retail demand equation for all food and for‘
most'individual-foods (2, p. 17). Market supplies of perishable foods are
fige& in the shortarﬁn, so the immediate impact,of.inflation would be a price
increase rather than higher consumptiop.‘ Althoﬁgh income elaéticities aﬁd

cross pricg‘elasticifies with nonfoods are not high even for meats, the

i

effect of inflation on. food prices might:bé,suBStantiai.bécauSe~own-price
‘elasticities are aiée'lqw; oo
In the longer run, retail prices of farm products would be-affected

by any changes in market supplies forthcoming as-a result of new price and

Qostlsituations. Here the excess capacity of agriculture and the operatien



of farm programs are crucial. The large stocks of feed grains usually on

hand and the ready availability 5f~%eed é?ainaacneage diverted under production
éontrol permit a moderate expansion of livestock.production with little‘in#
crease in:feed grain prices. Thus any,iﬁitial gain in prices of meatvand
poult%j7products?WOu1d~be éhécked after a time by rising supplies;l:Pf{cés~“

.thefeaﬁterfwould'tend to be'tied'to feed grain prices, although by’longer
band‘longer tethers as pfoduétien costs other than feed increasédlbecause éf .

.‘inflation;

Severél implications follow from this hypothesis. (1) The relation-.
éhip_of meat animal and poﬁlﬁry>pfoduct prices to feed costs is,likely to be
improved at the‘outset of a'sqrge of‘inflatieﬁ;‘bpt'this effect wears off-
when sufficienf;time has:elapsed for output to be;ekpanded.: (2) Producérs
of feed grains, wheat, and cotton, for which large stocks and standby

' acreage usually exist,.gain,little by way Qf selling prices until excess
- stocks and‘acreage seem likelyrté'éénish,_aupoint{that'may-not'bévreached.A
: Of'ﬁourse; governmeﬁt decisions might raise thé 1¢vél at Whiéh fhe_market
.is{supported; as happened for dairy products'in the 1960's, but thié ié not
v asSﬁfed.i‘(3) Prices of fruits and Vegetaﬁles'afe:likely to be pﬁlled ﬁp |
from the demaﬁd side; while risiﬁg prodqcfion costs reStfaihiéutput expéﬁsion.‘
&) Pfices of.farm;pfoducts_collectively:will rise only,slowly during general
.inflétien as long as excess capacity existé, ‘Government~pricé support
decisions that might offsét this are‘discoﬁfaged by tﬁe high cost of fatm
progréms, | |

Daﬁa oﬁ experience'frém 1953 te l969l:appear to be“cohsistent with>
the fbregoingihypotheéis, althoughru>thorough.test;of its validify seems
possible. We bannbt oBserve‘difeétly the hyﬁothésized effect of inflation
on priées,of'meéts, pouitfy-products;‘ahd fruits and_vegetables because

changes in market suppliéé,_in;real incomes of consumers, and in still other



Variahies also influenced price behavior. The eftectSIOf prodhction cycies,
especially in hogs ‘were particularly important 1n this regard : Accordinglp,
a 31mple statistical ana1y31s was performed to test WhethEr 1nt1at10n had an
independent effect.on certain food prices. For this purpose, the index of
prices of coﬁmodities’other than food in the ConsumerkPrice Index was ‘used
as the indicator of the'course of inflatién,: Prices_éf fdeds were regressed
on per capitallconsumption of the same foods, onvreal inccme per capita, and
on the inflatien indicator.2 ‘This was done for meat prices, for poultry
prices, and for fruit and vegetable prices at both the retail and farm levels.
The results, given in Table 1, show that 1nflation did have an
independent, positiVeveffect on prices of the three groups of perishable
foods. With one exception in[six comparisons; the'effectfof inflation has‘
greater on the farm‘price than on theuretaii priceo; This suggests that
widening marketing margins as a result of inflation did not entirely prevent
1ncreases in retail prices from being. accompanied by 1ncreases in farm prices.
_'Changes in dairy product prices Were more influenced by changes in
‘pricevsupports and. marketlng orders than by 1nflation. ‘The 16an level for
feed grains‘Was fairly stable_at a little more  than $l,00 per hushel for
cOrn after‘l§60, and the‘market pricerstaYed~ciése to it e&cépt dnringjthe ‘
euphoria. abeut‘the‘diSappearancenéf the Surplnsvin 1966 and during the corn
blight epidemic: Wheat and cotton prices were much reduced in the 1960'5 hy
a change.in-gQVernmentvprograms though inflation was occnrring in the economy.

Support prices for tobacce have steadily‘increased.

Inflation and Input Pirices

Inflatlon of any type can be expected to 1nfluence farmers costs

by increa31ng prices of purchased inputse It is difficult however, te



separate the effects .of inflatien f?@m forces causing upward or. downward
trends .in relative prices. In an effort to do this, prices of individual
inputs were regressed on an inflation indicator and on time over the period
1953 te 1970, The/inflation indicétor used for this purpese was the BLS
index of wholesale prices of industrial products. Prices of purchased feed,
livestock, and seed.were omitted'from the analysis because of their ;lose
ties to farm product prices already discussed.

~The results, reported in Table 2, confirm the strong, positive .
effect of inflation on prices of farm inputs acquired from nenfarm sources. .
The one exception, for fertilizer,‘is a statistical aberration due to the
fortuiteus timing of overexpansion and‘low prices in the industry with a
spurt of inflation in the late 1960's.

Data given in Table-2 are best interpreted as referring to price
relationships over .an intermediate*périod, say three to five years. If a
very long period were allowéd,for\prices to adjust to an inflationafy surge,
the long=run coefficients might .all be close to unity--that is, prices finally

"beceme inflated in the same propoftion, and original:relgtionships among prices
are restored (aside from true trends). Advantages and disadvantages to -
particular economic' groups depend importantly upon-lagé in the price system
and their eventual éorrection,

Prices of mostvof the individualicommodity inputs purchased from
industry appear to have increased by less than 1.0 percent for each 1.0.
percent advance in industrial wholesale prices.. Probably there’iéba bias
toward understatement because differences of one‘of two years in .the timing
df pricé changes are not impoertant for our purpose but reduce.the regression

" coefficients. ~ Almost, K all input.prices appear to have had rising trends

with respect to industrial prices, but apparent trends may be partly due to
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leng—run correction Qf short-term lags rather tﬁan‘to_forces causing enduring
changes in price relationships.

Farm real estate taxes have risen nearly as much as industrial whole-
sale prices during inflationary surges——apart,from trend--while farm wage
rates have risen as much or more:. In addition, both have had strong upWard
trends; Family‘living coets and the comprehepsive index of priéee paid by
farmers--the parity index;jhave\risen about two-thirds as mucﬁ as indﬁstriel
wholesale price during price advancese

In the analysis of prices received by fafmefs,for meat animale,
poultry, and fruits and vegetables (Tabie 1), fhe index of nonfood commodity
prices in the CPI was used as the inflation indicatorok This index.rose'0.65
pereeht when whoiesale industrial prices increased 1.00 percent. -Multiplica-
tionkby the appropriate coefficients from Table 1 suggeste that (1) farm
prices of meat animals and poultry were affected more by inflation phan was
the index of,wholesale industrial pricee, (2) farm prices of fruits and
vegetables were affected less, and (3) farm prices of all three classes of .

commodities were affected more than were prices of most products purchased

from industry or the parity indexg3

" Net Farm Income

Changes in farm programs and in farm.technology make it difficult
to determine how inflation affected total net farm income over the peried
from- 1953 to 1970. Data already‘presented suggest that under circumstances
that actually prevailed,vsurges,of inflation increased net incomes from
meat animals, poultry, and perhaps fruits and vegetables, especially in - the
short .run; net incomes from‘feed grains, wheat, and cotton were reduced. It

seems reasonable to infer that net farm income from agriculture as a whole

was modestly increased by inflation but that the increase ‘did not exceed the



advance in the farm cost of 1ivingq" Thus the effect of inflation on farmers'

real net income was, at best, neutral and may have been negative.

Inflation  and Farmers' Wealth’t

Inflafiéﬁ‘iﬁfiﬁenceé farmers"eéonomic'well—being“thfoﬁgh chaﬁgés
in“vaiueslof aséeté_as-well as through>incéme.’ As_TaBle 3 shows, by far the
moé?cimpertant asset is farm realiestaté; inventory values of livestock,
poultry, machinery, métor vehicles, crops, and houseﬁold.items;are,affecfed
by inflation in ways already,described. The total ?alue of financial assets .
_giVen«in Table 3 fesponds littlebtd inflation,é

Thevétroﬁg upward movement .of farm real esﬁaﬁe pricés is weli‘knewn
: but:nét éencretely exélained°  In~§articular, how mucﬁ of the increase is to
be ascribed té genéfal_inflation:is ﬁnclear.‘ Land purchased for.addition to
éiisting‘farms has a high valué because most . farms are too small to get full
econemies ef-size° This is a feaseh.why»land should be higﬁ prices iﬁ
relation-tovfarmvincome but -not why.land prices_shouldkpersistently rise in.
;elati@n to farm income, Therfollowing equation is instructive thouéh,it is

scarcely even.a beginning on a thorough studj of land values:

+ 0.1603 - log X + 0.0204 X

= 1.4299 + 0.1372 log X: 9 ¢ 3t
(0.2079) ? (0.0014) 7

log Y v
(0.0649) L.t

t+l

X. is net farm inceme, X

1 is ‘wholesale industrial prices, X3 is time, and.Y

2
is farm real estate value per acre in March (of the following yeaf); t runs
© from 1953 to 1970.5 Contemporary farm income_has had a small effect on real
eState-priées, and short-term changes in'the rate of inflation may have had a
small'sépafate effect; though ﬁot statistically significant in the equation.

The dominant force has been an upward trend amounting to 4.8 percent per year.

What accounts for that trend?'
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Part of the explanation probably is.that imputed returns to land
have been generally rising in relation to net farm income ‘'since 1953 (though

not since 1966). The market appears to have responded to this. upward trend

.~ without being affected by short-run departﬁres from'trenduéb Farm lénd

prices_ha§e retained some.connéction with returns to land, for cash rents in
11 midwestern states rose .slightly more than.land values during theAl960’s
(though not‘aft‘e-r_l967).7 .Pfesumably repters“werewnot,losing'money@ Another -
explanation of the rising trend of farm real estate prices, especially near
urban centers, is the pressure of population growth and modern society on
land space of every kind.

Farm real estate values would have risen substantially even if

there had been no general inflation. But inflation has had an effect through.

short-term éhanges in farm income, the long-term tfend in imputed returns

to land, and the value éf land for nonfarm purppses.‘ The extent of this
iﬁfluence remains a guess. Possibly inflation has increésed farm land prices.
abouf'in"proportion to thera&vance ofvwholesale'industrial prices. If so,> 
about‘éne-fourth of ﬁhe,increasevin farm real estatefpricesibetween 1953
andil§70 was accountedufqr'ﬁy inflation. Boyne found a large increase in the

purchasing power of farm real-eétate’from 1940 to 1959 (1, p. 39), and Budd

and Seiders found that farm business equities rose somewhat more.than their

inflation indicator (3, p. 128).

.- Income Distribution Within«Agriculture

'Commodipvaype?' Under circumstances prevailing from 1953 to 1970;

inflation,affegted incomes of producers of different commodities in diffefeht

ways , as already déscribed. Producers of meat ahimais, poultry, and perhaps
fruits and vegetables gained, at least temporarily; producers of feed grain,
5 et / R » _

i
1
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wheat, and cotten lost. A crude test was made to see whether the varying
importance of:;hese producté in the different states was an important expia—
natien of chaﬁges in the net farm incomes of states between 1961-62 and 1968-
69.8 Results shewed that as the relative importance of meat animals, peultry,
fruits and vegetables, or dairy products increased from-state to:state; and

as the relative impoftance of field crops correspondingly declined, éhe change
in net farm income between the two periods.was faverably affected. : But other.
causes of change in states' net farm incomes obviously were much more important,

for R2 was- only 0.14.

Size of Farm. Table 4 summarizes familiar ERS data on income by

size of farm. On the average, the smaller farms have much less income from

farming than de the larger farms and depend much'mofe on nonfarm income. .
Ameng farms of .the same type, it.seemé likely that inflation

modestly favors commercial family farms in comparison with large-scale units—-—

say, those with sales of $100,000 or more. The largest farms hire much more

of their labor and utilize large amounts of power machinery and equipment,

both of which are sensitive to inflation. ' Time series on per-farm incomes

by siie groups. are not helpful in testing this hypcthesis because of shifts

of farms from one size group to another and because-separate'income,estimates.

are not gvailable for large-scale farms. -

 Tenants and Land Owners. Data for the Midwest, mentioned earlier,

indicate that cash rénts rose slightly more than land values after 1960.
Apparently higher refurns to land, from inflation eor. eother sources, were largely
transferred to owners of cash-rented land.ﬁ Probably tenants .and landlords

more nearly shareé ény gains when>1and was rented on a crop share basis. On

the whole, however, inflatioﬁ prbBably has favored landlords' incomes more

than tenants'--as well as having had a more favorable impact on landowners'

wealth, as a later section indicates. .
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Families en;Noncomﬁercial farms. The'effeet Sf inflatlon eh;farm
incoﬁe has not been.important'to‘smallffatmers Bééauéé the§ haﬁe so little
lncome.of this kind. Effects on nonfarm earnings:ahd job opportuhities‘have‘
been_more‘significaht,"Demand—pull,inflation is likely to be‘accompanied at
some ‘stage by rising employment‘aﬁd‘wages for unskilled labor and te.brqadeng
ecéhomieaopportunity for farm pe0plefwilling and able tovwerk,off the farm.
But inflation of any.type squeezes elderly people ertothers uﬁable‘to work,
‘many of whom live on small.farmse The effect of inflation on the.poor depends

on who the poor are.

’ Hired:Farm;Labor. The‘strong effect of;ihflatlSQFOnﬁfarm wages . .
suggests that hired farm workers have henefited frem-uhward_SUrgesvin the
prlce level . Emﬁloyment of hired fafﬁ 1abor has, ef ceﬁrse; déclined with
mechan1zat10n, but technology seems te have heen more 1mportant than the

labor—cap1ta1 price ratio in caus1ng thlS trend..

Distribution of Wealth Wit-h:j'.n ggricuiﬂtuie‘

Inflatlon apparently affects the Wealth represented by the largest
fgﬁgg more favorably than the wealth represented by the smallest féﬁﬁi':’ihe-
larger ‘the farm, the greater is the proportlon of assets made up of real
estate, whlch seemsvto he‘moderately sen81tLVe te 1nf1at;oh3;and the smaller
is the proportion'made hp~ef,fixed—valee financial assétslélableYS). The
'largestffarms have‘thé largest proportidn of debt-ah&vthus have leverage -
Qperatihg in theirvfa?or.when’pri;es rise.

_Ohe Cannet tell Wheh}looking at the‘size-claSSesAof‘Iable 5 Whether
he is ohserﬁing ﬁrineipally ehanges in.operatorslbéQuitY}5lahdlords' equity,

- or a shifting combination.of the two., Census data,SuggeSt that the-ﬁrgpertion

of land operated by tenants and part owners rises as size of farm intreases;
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but the picture is obscured for the largest farms because the ownership of
farmé operated by paid managers»is unknowﬁ;lo Thus it may not-be safe to
conclude that, on the average, inflation favors the wealth of operators of

the lérger farms as compared with other operators. It does seem safe to
conclude thét'the wealth of owners of the largest farms is favéred by inflation

in comparison with wealth of other farm groups.

Resource Prices and Allocation-

Data already reviewed indicate that wages of hired farm labor are
sensitive to inflation and that land values and prices of capital in the form
of machinery, livesteock, and some purchased supplies are moderately responsive
to it. - Judged by the apparent effect of inflation on net farm income, earnings
v of family labor and management are no more sensitive to inflation than is the
vcost,of farm living and may be less sensitive.

In a market economy operating under pure.competition, inflatien -
can cause resource malallocation by distorting price signais to which decision
makers respond. - In current American agriculture, however, govérnment programs
greatly influence production and prices, directly or indirectly, of most
important products. Agricultural resources still are adjusting ponderously
to past and current .changes in technelegy and in.demand for farm products.
Farm size is'increasing, labor is leaving agriculture, and use of capital in
production is growing.  Examination of the experience of the 1950's and 1960's
indicateé that such éhangeS'haﬁe,far overshadowed any resource reallocationms:
that might be attributed to inflatién,; It seems best use of time to leave
the subject with this broad generalization and to turn te potential effects

of inflation in the future.
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Agriculture Under Prospective Inflation

Theyhistoric'advantages of'inflation to farmers happened beéause
inflations prior to World War II were mainly demand-pull phenomena that had
nétvbeén anticipated and were not expected to 1astvindefihitely}_ Interest
rates usuallyywere established on the assumption that prices WOuld be stable.
When inflation occurred, prices of farm products rose'faéther than costs,
farmers' net income increased, and debts could be serviced with cheapening
dollars.

As was noted at the outset, the inflation of the 1950's and 1960's
contained some cost-push elements and in other ways differed from the inflation
of earlier days..'On the whole, inflation during the period probably did not:
improve the purchasing power of either net.farm income or’farmers'vWealth.
Expectations of permanent inflation began to take hold at the end of the 1960's
and were a reason for high interest rates and the intractability of inflation
to,coﬁventionalArestraints,

Prospects are that inflation of the cost-push type will dominate in .
tﬁe futureel Mosﬁ income earners are employees, and most employee groups
are organized to raise'their wages and salaries. The market structure of
much of industry'ﬁermits prices to be advanced with costs. The deterioration
of .social discipline bodes ill for efforts to get interest groups to .practice
self¥reétraint for the colleétive good, . Recurrent efforts to halt inflation
will depreés_employment and real GNP. Then, perhaps, high deficit spending
to‘réﬁivé the economy will create brief demand-pull effects. In general,
the money supply will accommodate itself to the'needslof trade at rising
priceé, Extensive government control ofiwages and prices is 1ik§1y to be the
ﬁéxt major phase of the ﬁation's struggle with inflation.

The kind of inflation pictured here will be unfavoréﬁle to most

of agriculture. Prices of purchased inputs will not lag behind prices of
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products sold in free markets, as in demand-pull inflation. . Excess farm
production capacity will be a persistent brake on farm.priceé. Widespread
antiéipation of inflétion will cause chronically high interest rates, thus
eroding mest of the former advantage of inflatien to debtqrs, The long-term
comparéﬁive advanfége of the United States in export.of several farm products
Will bé reduced (except as dollar devaluation may occur). Off-farm employment .
opportunitiés for farm people may be briefly stimulated at one stage but will
be &epressed when attempts are made to halt inflation.. The result &ill be
an accentuation of the babk—and—fqrth Waéh of labor between farm and drban
areas as unskilled people seek employment and security‘-ll

Thus two final points are made about inflation. A nearly pure cost-

push inflation will be damaging to agriculture. A nearly pure cost-push

inflation is what we are likely to get.



Table 1. Percentage changes in prices of three foods associated with 1.0 percent changes in certain variables,
and corrected multiple correlation coefficients, 1953-69.

Per cabita | Real per : Non food
Food group 1/ consumption capita commodi% 3/ 2
and price Equation— of food group income prices— Time— R
Meat or meat animals
Retail price a =1.,09%% 0.29 1.50%% == 0,92%%
(0.28) (0.20) (0.38) '
b =L 41%% 0.82%% 1.90%%* =1.7%% 0. 95%%*
(0.24) (0.23) (0.33) (0.55)
Farm price a =1.99%% , 0.12 T 2.48%% -= ~ 0.84%%
(0.50) (0.36) (0.68)
b =2 . bh%% 1.20%% - 3.31%% © =3 .5%% 0.93%%
(6.37). ' (0.36) (0.50) (0.85)
Poultry .
Retail price a ~L.b43%*  0.75% 1.37 - 0.81%%
(0.23) (0.34) (0.77)
b ' -0.58 1.49%% 1.44% =5, 2%% 0,91%%*
(0.27) - (0.30) - (0.52) ‘ (1.32) '
Farm price \ a -2.07%% 0.91 1.73 —=0.88%%
X (0.31) - . (0.45) (1.01) '
b =1.17%* L.70%% 1.82 =5.5% 0.92%%
(0.43) g (0.48) (0.84) (2.08)
Fruits and vegetables :
Retail price a =0.77%% 0.28% : 0.95%* == 0, 98%%
(0.16) (0.10) (0.21) v
b -0.71 0.26 - 0,90% 0.1 0.98%*

(0.38) (0.17) (0.35) (0.59)

ST



Table 1. (continued)

Per capita Real per Non food
Food group 1/ consumption capita commodity 3/ 2
and price Equation™~ .0of food group income prices< Time— R
Farm.price a ~0.91% 0.36 0.57 — 0.88%*
_ _ (0.36) (0.23) (0.47) N
b -1.76 0.69 1.25 -2.0 .0, 89%%
' (0.81) (0.36) (0.73) (1.70)

Numbers in parenthesis are standard errors.
% k%
Significantly different from zero at 0.05 probability level; nSignificant at 0.01 level.

l-/Equau:ic;mv(a) excludes time, (b) includes time.

2/ '

—"Index of prices of commodities other than food in the Consumer Price Index.

3/

= Percentage change in price per year.

9T



17

Table 2. Percentage changes in prices of items purchased by farmers
associated with 1.0 percent change in industrial wholesale
prices and time, and corrected multiple correlation coefficients,

1953-70.
Ipdgstrial | S
wholesale ‘ _ ‘
Item ‘ pricesl7 Time%/ : R2
Motor supplies 0.69%* v 3/ 0.,98%*
: ' (0.07)
Motor vehicles 0,78%=* 1, 8%%* 0,98%%*
(0.19) ‘ . (0.26)
Farm machinery 0.64%* 2, 4%% 0.99%%*
(0.18) (0.23)
Farm supplies 0.19 0.2 0.53%%
' (0.23) (0.24)

Building, : ‘ ’
fencing materials 1.39%% ' -0.3 - 0.96%%*
' ~ (0.16) (1.94) o
Fertilizer : -0.36% 0.1 ' 0.,68%%*

(0.14) (0.20)
Taxes per acre 0.76% o 6.0%% 0.99%%
| | (0.26) (0.35) t
- Farm wages - l.16%* S 2,9%% ' 0.96%*
v (0.51) © (0.66)
Production commodities,
wages, taxes, interest 0.54 1.4%% 0.94%%
(0.29) (0.37)
Farm living costs ' 0.72%% ’ 0.7% I 0.94%*
. (0.23) (0.28) '
Parity index 0.60% 1.2%% _ 0.94%%
(0.27) (0.36)
Nonfood commodities in
Consumer Price Index 0.65%%* 0.5 0.92%%
(0.21) (0.28)

Numbers in parenthesis are standard errors.

% ' %
Significantly different from zero at 0.05 probability level; significant
at 0,01 level. ' » o B

1/

='A componenf of the BLS wholesale price index.

2
—/Percentage change per year.

§-/Less than 0.05.

1
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- Table 3. Farm assets and liabilities January 1, 1970, and changes in
prices of assets 1953-1970.

) Total - | Percent Price chéngq.
Item Value of total . »l953 to 1970
L billion percent . ‘ percent
dollars

Assets
Real estate - 208.9 - 67.1 +124
Livestock and poultry ‘ 23.5 7.6 + 56;J
Machinery and motor vehicles 34.3 11.0 +_66i/
Stored crops . ' : 10.8 3.4 —v13i/
Househol? equipment : ) ' ' 2/
and furnishings 10.1 3.2 ' + 5
Financial assetsgf 23.8 ‘ 7.7 i

Total 311.4 100.0 | -

Liabilities and net worth

 Real estate deb% 28.4 9.1 -

" Other debt ' v 29,7 9.5 -
Owners' equity 253.3 81.4 =

Total 311.4 100.0 -

N

Source: (4)

!JChange in prices of items weighted according to value in inventory in
January, 1970.

g/*Change'in prices of household furnishings.

3/

—"Bank deposits, currency, U. S. savings bonds, investment in cooperatives.

~
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Table 4. Inéome and other data for three.

classes of fafms, 1969.

Proportion of:

Net income per farm

Sales per _ A1l All cash From Nonfarm Total
faxrm farms receipts farming sources income
o -———-percent——--- ‘
$20;000 or more 19 . 73 $16,795 $4,067 1$20,862
$5,000-$19,999 30 22 5,241 3,727 8,968
Less than $5,000 51 5 1,279 6,610 7,889
All farms 1100 100 $ 5,437  $5,256 $10,693

Computed from data in (5).

log Yt+l = 1.4299 + 0.1372 1log X

+ 0.1603 1log X + 0.0204 X

(0.0649) Lt (0.2079)
Y - Farm real estate value per acre, March
Xl - Net farm income
X2 — Wholesale industrial prices
X3 - Time

t runs from 1953 to 1970

2,t 3,t

(0.0014)
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Table 5. Distribution of assets and liabilities-in four size groups
of farms defined by sales per farm, January 1, 1970,

~ Less than §5,000 -  $20,000 -  $100,000
Item ) $5,000 $19,999 $99,999 or more
v percent
Assets ’ v
Real estate 62.6 63.4 69.4 78.7
Livestock and poultry 7.1 8.7 6.7 7.8
Machinery and motor '
vehicles 9.0 13.9 11.2 6.1
Stored crops . 1.4 3.8 4.4 3.4
Household equipment »
and furnishings 6.6 2.9 2.3 1.0
Financial assetsll _13.3
Total 100.0 100.0 -100.0 100.0
Liabilities and net worth
Real estate debt 8.2 10.1 9.1 8.2
%>Other debt - 7.2 9.5 9.0 15.8
Owners' equity _84.6 _80.4 81.9 _76.0
Total ' 100.0 ©100.0 100.0 100.0
Total assets per farm, 2/ vy
thousand dollars 44,7 - 110.0 207~ 870=

Computed from (4) and (5).
1/

—'Bank deposits, currency, U. S. savings bonds, and investment .in
cooperatives. ) :

2/

—~'Based on rough estimate of number of farms.



