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Federal Reserve Banli of Chicago - -

March 29, 1968

HIGHER DAIRY PRICE SUPPORTS were recontly an-

nounced by the Secretary of Agriculture.  Beginning April 1, the .

support price for manufacturing milk was boosted from $4 to

$4.38 per hundredwelght—the maximum permltted under present ‘

legislation.

The move to the higher price suppott level was surprising in" -
view of developments of the past year. Consumption declined, -
government stocks increased, and further inroads into the market

were made by substitute and imitation dairy products. :

Consumption of all types of dairy products excepf cheese

was lower than the year before. Domestic sales of dairy products

dropped nearly 5 percent (milk equlvalent) from a year before.

And although Commodity Credit Corporation donations helped’
bolster consumption, the total fell about 2 percent. Per-capita

consumption by civilians dechned about 3 percent

While the demand for dairy products may have been affect-

ed by the slower rise in consumer income and the continued shift
away from the use of animal fats, most of the decline in consump-
tion can probably be attributed to higher prices for dairy prod-

ucts. Department of Agriculture estimates indicate a 10-percent -

increase in prices of milk and cream is usually associated with
around a 3-percent decline in the amount consumed.

Retail prices for dairy‘products averaged about 4.4 percent

higher than the previous high in 1966. Most of the increase came

in the first seven months. During the last five months, prlces aver-

aged only about l percent hlgher

These prices largely reflected the move to hlgher support
levels in 1966. . Price support levels for manufacturing milk were
raised in April from $3.24 per hundredweight to $3.50 and in
June to $4. That level was maintained until the recent announce-
ment.

Largely because of the drop in commercial sales, it was
necessary for the Commodity Credit Corporation to remove large
amounts of dairy products from normal market channels to keep
prices above the support level. About 7.4 billion pounds (on a
milk-equivalent basis)—about 6.5 percent of production-was re-
moved from the market.
1966.

As a result of the recent boost in the support level, milk
prices are almost certain to average higher in 1968 than in 1967.
Consumption of dairy products, therefore, is expected to decline
further this year, reflecting both the cutback in demand and the
continuing shift to dairy substitutes.

Milk production, which has been less than last year, may be
stimulated by the higher prices. As a result, it will again be nec-
essary for the Commodity Credit Corporation to remove a sub-
stantial quantity of dairy products from the market. -
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Less than 1 percent was removed in
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Net income per farm dropped sharply last year from the
record high reached in. 1966. -The Department of Agriculture
recently estimated realized net income per farm at $4,573—nearly
9 percent less than in 1966, The decline largely reflects lower

commodity pnces and reduced government payments. -

Income Per Farm Drops from Year-earlier Record

Realized income
Gross Net
Change
1966-67
(percent)

Change
1966-67
(percent)

1967
(dollars)

21,440 -3
14465 -4
24012 -3
11,221 +3
13533 43
15,415 +1

1967
(dollars)

5,892 -21
4,114 21
5,822 -21
3,396 -9
4,664 -6
4,573 -9

lllinois
Indiana
Iowa

United States

Disposable. income of people living on farms last year—in-
cluding income from farm and nonfarm sources—was estimated at
$1,692 per capita. That, with increased income from nonfarm
sources nearly offsetting the decline from farming, was only about
$25 less than the record set in 1966.

Incomes were down more in the Seventh District states than

* in the nation as a whole. The greatest declines were in the Corn

Belt states—Illinois, Indiana, and Iowa. Income per farm in these
states dropped more than a fifth. The primary cause of the drop
was lower prices for corn, soybeans, and hogs. Government pay-
ments to farmers in these states were also curtailed because of
reduced participation in the wheat and feed-grains programs.

The same forces were at work in Michigan and Wisconsin,
but because of the importance of dairying in those states, the
declines in income were less. Income per farm declined 9 percent
in Michigan and 6 percent in Wisconsin.

Roby L. Sloan
Agricultural Economist




FARM BUSINESS CONDITIONS

ANNUAL SUMMARY

: Calendar Years
1940 | 1950 | 1955 | 1960

ltems

PRICES . .
. Prices received by farmers eecosee (1957.592700) eveees S 4o , 96 98
Paid by faImerS e e seaeeneessss (1957.59=100) ceeens ’ 9k - 102
Parity price 1atio e e eeeeeaesons(19710-14=100) eeeees . 18k 80
Wholesale, all commodities o e« eesa (1957592100) o0eens A ' 93 101
Pa!d by consumers ecevcccesace (1957.59=100) oseese ¥ : 93 103
Wheat; No. 2 red winter, Chlcago _eeeldol. perbu.) eeevess . 2.12 1.99
Corn, No. 2 yellow, Chicago «eeeeef(dol. perbu.) eeeeese 1. 1.4 1.16
Oats, No. 2 white, Chicag0 eeeeeee(dol perbu) seeesos . | 0.73 0.73
Soybeans, No. 1 yellow, Chicag0 « « e (dol. perbu.) eeaoaes . . 2.50 | 2.17
Hogs, barrows and gills, Chicago « e e (dol. per cwt.) s o s oo e . 15.16 | 16.05
Beef steers, choice grade, Chicago e e (dol. per cwt.) seeaese . 23.16 "26.2L
Milk, wholesale, U.S. ceeeaeoas(dol percwr) cencass L.oL 4,21
Butterfat, local ma!ket, U.S. oo e (dol. perIb.) e esesecese ‘ - . - 0. 58 . 0. 60
Chickens, local markets, U. S, «see(dol.perlb) sosesseel = 0.14 | 0.25 | 0.24 | 0.16
Eggs, local markets, U.S. «eeeeoo(dol pordor.) ssesoesns : . - 0.k4o0 0.36
Milk cows, u.s. ecsessecsnese(dol por'haod)oooo"ooo . ) ] v 1)46 . 223
Farm labor, U. S., without board? e « o (dol. per wk.) eseseee 31, 38.00 45.75
Factory labor, U. S. escssssesee(dol earned per wk.) v e . : 75.70 89.72

PRODUCTION: .
lndustl’ial 00ooooooioooooo..(’9;7-59"00)..,00.00 97 : 109
Fafm mal’ketingS‘3 seecsccasccss (1957.59=100) seeeee Cor . 96 107

INCOME: o
Totalpelsonal oo.o.cuooo.ooo(b" ofdol)........ ’ } v ) hOI
Farm: , )
Cash receipts from marketmgs ...u,u of dol.) eseesses 28.5 . 34.0
Farm operators’ net, total oo eeao (b of dol.) eeeveces b, 1k, . 12.0
Farm operators’ net, per falm eeeo(dol) eecececsocve N - |2 3,04k
Farmer's income, per capita, - , S - . P
fromallsoutces sececcrcoes (doum; ceevscee , 1,255

EMPLOYMENT:

Fa[m 0000..00..00‘.ocbboo(m"')'oot00000.0‘0

Nonag”cultufal oooooo-o.ooooo(m") eevcecncscce

FINANCIAL (District Member Banks)®
Demand deposits: ,
Agricultural banks eieeeeeeees (195759 mo. avg,=100)
Nonagricultural banks eeeeeeeee (195759 mo. avg. =100)
Time deposits: '
AGricUltural Danks e eeeeeeo oo (1957-59 ma; avg.‘—fwol
Nonagricultural banks e eeeeeese (195759 mo, avg.=100)

'Pnllmlnory estimates.
zEsﬂmatos bosed on monthly wage rates for years prior to 1948
3Revlsed serles, . ’

4Rcvlsed serlas,




