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FOREWORD 

Early in 1959, the Deai:i of Agriculture's Advisory Committee recommended 
that Iowa State University make ( l ) estimates of the prices for feed grains and 
livestock that would have existed if no price support programs had been in effect 
over the past 8 or 10 years, and (2 ) projections of what would happen in the feed
livestock economy during the next few years if the programs were abolished now. 

A similar req uest was made by the Interstate Farmers' Study Group in a meet
ing sponsored by the Center for Agricultural and Economic Adjustment. 

Staff members of the Economics and Sociology Department and the Center for 
Agricultural and Economic Adjustment prepared a report in response to the first sug• 
gestion, (1 ) above, Oct. 22, 1959. They prepared another report in response to the 
second suggestion, (2) above, Dec. 1, 1959. In addition, a third report was pre
pared con taining projections for the next few years with the 1959 program continued 
unchanged. The three reports were presented before the Dean's Agricultural Ad
visory Committee and the Interstate Farmers' Group in December. 

A number of newspapers and weekly magazines reprinted the substance of 
these reports. Numerous requests for copies of the original studies were received. 
Therefo re, it was decided to bring the three reports together, add a section on the 
effects on retail prices, and publish the three studies in printed form. 

The authors' estimates in thi s bulletin are not forecasts; they are projections, 
based upon assumptions, which are specified in the bulletin. Only information pub
lished before Dec. 15, 1959, was available to the authors in making the projections. 
These reports have not been revised in light of more recent information. 

The bulletin includes no policy recommendations. The function of an Experiment 
Station is simpl y to assemble and analyze the facts related to important economic 
problems, and publish estimates of the effects of alternative policies, so that the public 
can most wisely make decisions concerning the policies they want. 

Floyd Andre 
Dean and Director 
College of Agriculture 
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SUMMARY 

This report includes estimates made for the purpose 
of answering three questions : 

1. What would the production, prices, and revenues 
of grains and livestock have been from 1952 to 1958 if 
feed grain and wheat stocks had been held at their 1952 
levels? 

The analysis in this report leads to the following 
findings: The feed grains that went into stocks would 
have been fed to livestock. The consumption of feed 
grains by livestock would have had to be 6.3 percent 
greater than it was. If the increases in the stocks of 
wheat had also been fed, the consumption of grains by 
livestock would have increased 10.3 percent. The esti
mates of the effects on grain and livestock prices of 
feeding these extra quantities are given in table A. 

TABLE A. UNITED ST AT ES AVERAG E FARM PRICE OF LIV ESTOCK AND 
GRA IN PRODUCT S . ACT UAL. AND ESTIMATED WITH HI GH ER 
LEVELS OF FE ED CONSU MPT ION. 1952.58.* 

Es ti mat ed a ve rage 
Ac tual a ve rage pri ces with g rain 

pri ces co nsu mpti o n in c re a sed 

Dee f ca ttl e , ave rage pri ce received 
by farm e rs, S pe r c wt. ··· - ..... 18.03 
H ogs, average pri ce rece ived 
b y fa rme rs. S pe r cwt. .... . .... 18.23 
Co rn , $ pe r bu sh e l , a t a 
1 :1 3 rati o to hog p rices . . .... .... .... ... .. .... .......... ..... .1.32 

6.3 percent I 10.3 pe rcent 

17.]5 

14.77 

1.1 3 

]6.59 

12.58 

0.97 

*See ta bl e 3, page 8, fo r a more ex te n sive li s tin g o f produ c ts. 

The decreases in prices estimated above would have 
reduced total agricultural cash receipts about 10.6 per
cent. Cash expenses would have decreased only about 
1.2 percent. Total net cash income from farming would 
have decreased about 34 percent. 

Retail prices for livestock products would have de
clined, per capita consumption would have increased, 
and expenditures for these foods by an average family 
of four would have decreased about 6 percent. 

2. What would happen to prices and incomes over 
the next few years if the 1959 program u·ere continued 
unchanged? 

In investigating this question, several assumptions 
were made. These include continued growth of popula
tion and income per capita, average weather, increases 
in crop yields according to trend, and 37 million acres 
in the conservation reserve by 1962. 

Under these assumptions, it was estimated that pro
duction of feed grains would decline in 1960 to about 
the 1958 level and then expand as yields per acre in
creased. Livestock production would expand somewhat; 
grain stocks would increase steadily. Prices of live
stock would decline to the levels shown in table B. 

TABLE B. UNITED STATES AVERAGE FARM PRICE. 1958•59 ACTUAL 
AND 1961.62 PROJ ECTED. WITH CURRENT FARM PROGRAMS 
CONTINUED. 

Hogs (S/ cw1.) ......... .. 
Bee f ca ttl e (S/cwt.) 
Eggs (cenls/do,.) . 

1958 

............................ 19.00 
... ................... 21 .00 

.................................... 38 

1959 

14.50 
22 .50 

32 

1961 

16.00 
20.00 

30 

1962 

14.50 
17.50 

30 

Retail prices for livestock would decline and con
sumption of red meat, poultry and milk per capita would 
increase considerably. If marketing margins continue to 
rise as in the past, total expenditures by a family of 
four on livestock products would remain about constant. 

3. What would happen to production, prices and in
comes over the next few years if price supports were 
abandoned and stocks held at their present levels? 

The assumptions in this case with respect to the 
~eneral economy, weather and yields were the same as 
those under question 2. Several other crucial assump
tions are listed below: 

a. The present stocks of feed grains, wheat, and 
cotton would not be reduced during the period. 

b. Export subsid ies on agricultural commodities 
would be eliminated. 

c. The conservation reserve would continue through 
the 1960 crop year with an additional 5 million 
acres added in 1960 to bring the total to 28 mil
lion acres. No new contracts would be signed for 
1961 or later years. Old contracts would not 
be renewed as they expired. 

Under these assumptions, it was estimated that 
prices would decline to the levels shown in table C. 

TABLE C. PRIC ES OF LIV ESTOCK AND GRAIN PRODUCTS . 1957. 59 ACTUAL 
AND 1960.63 PROJECTED , UNDER FREE MARKET CONDITIONS. 

Li ves tock 

Hogs (S/cwt.) 
Beel cattl e (S/ cwl . ) 

C ro ps 

c;;-;;;- (S/ bu.) .. 
Wheat (S/ bu.) .... 

1957.53 1958·59 1960.61 1962.63 

........... .. )9.00 
.................... 21.90 

.................. 1.1" 
.. ........... l.93 

15.70 
23.00 

1.13 
1.72 

14.20 
20.90 

.79 
1.67 

11.00 
12.00 

.66 

.74 

Under these assumptions, it was estimated that pro
duction of the four traditional feed grains would be 
below the 1958 and 1959 levels. Wheat and cotton 
production would expand. Wheat would become a feed 
grain. Total feed grain production including wheat 
would expand steadily until 1962. Total feed grain 
would be about as large, with average weather, as the 
high production of 1959. 

Utilization of feed grains in all outlets would ex
pand. Livestock production and slaughter would ex
pand in response to lower feed grain prices. Since 
livestock marketings would expand faster than popula
tion, prices would fall . The estimated prices of selected 
livestock and grain are shown in table C. (Table 21 has 
a more complete listing.) 

By 1962-63, the estimated value of all livestock and 
livestock products marketed would be about 21 percent 
below the value of all livestock and livestock products 
marketed in 1958-59. 

With marketing margins continuing to rise, retail 
prices of livestock would decline, total consumption 
per capita would increase, and expenditures of an average 
famil y of four for livestock products would decline 6.7 
percent or about $46 per year from 1959 to 1963. 
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Production, Price and Income Estimates ·and Projections 
for the Feed-Livestock Economy Under Specified 

Control and Market-Clearing Conditions1 

BY GEOFFREY SHEPHERD, ARNOLD PAULSEN, FRANCIS K u nsH, DoN KALDOR, 

RICHARD HEIFNER AND GENE FUTRELL 

This report presents the findings of three separate 
but related studies of the feed-livestock economy. Each 
study focused on prices, production and income under 
a given set of conditions. However, the conditions as
sumed for each study differed in important respects. 

The first study estimated what livestock production, 
prices and income would have been during the 1952 to 
1958 crop years if the quantity of grain added to stocks 
in this period had been fed to livestock. The increase in 
stocks consisted of nearly 45 million tons of feed grains 
and more than l billion bushels of wheat. 

The second study projected what prices, production 
and income would be in the feed-livestock economy 
from 1960 to 1962 if existing price support-production 
control programs were continued unchanged and other 
specified conditions were fulfilled. A continuation of 
present programs is one possible course of future gov
ernment action. 

The third study proj ected what prices, production 
and income would be from 1960 to 1962 if price sup
port- production control programs were abandoned and 
other specified conditions were fulfilled. A return to 
free market pricing of farm products is another possible 
course of future government action. 

Many relationships within the feed-livestock econo
my are known very imperfectly. This is especially true 
of supply relationships. As a result, it was necessary to 
make judgmen ts abo ut the characteristics of many of 
the relationships involved in these studies. While these 
judgmen ts were based on the best available information, 
only meager information was available in some instances. 
For this reason, the estimates and projections are only 
rough approximations of the " true" values under the 
conditions specified. 

It should be clearly understood that the projections 
for the 1960-62 period are not forecasts. They are the 
result of working through the consequences of the as
sumed conditions and the likely relationships in the feed
livestock economy. If these conditions were altered, the 
results would be different. While in each case the pro
gram condition was imposed, other conditions were se
lected because they were thought to be more realistic 
than their alterna.tives . However, here again a large 
element of judgment entered the selection. Reasonable 
people might well disagree about the realism of some 
of these conditions, and this is to be expected. 

1 Projec ts 124] , 1316 and 1439 of th e Iowa Agricultural and H om e Ee • 
onornics Expe rim e nt Stat ion, Cen te r for Agri cu lt ura l and Economic Adjustme nt 
coope rat in g . Thi s proj ec t was part l y finance d by reg iona l fund s from p roj ec t 
NCM-11. 
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THE 1952-58 PERIOD 

ESTIMATED EFFECTS OF No FEED GRAIN STOCK 

ACC UMULATION FROM 1952 TO 1958 ON THE 

FEED-LIVESTOCK ECONOMY 

A serious imbalance has existed in the domestic 
markets for feed grains since the end of the Korean War. 
Output has persistently exceeded market demand at sup
port prices. As a result, there has been a rapid increase 
in stocks. Expanding feed grain production and a grow
ing stockpile have made for record-breaking supplies of 
feed concentrates (fig. 1). 

Each year from 1952 to 1958, from 4 to 10 million 
tons of feed grains were added to the carryover. The 
average addition to carryover was 6.3 percent of average 
total consumption of grain by livestock over that period. 
What would have happened if this additional grain had 
been fed to livestock? 

Grain consumption would have increased but not 
by the same percentage for all classes of livestock. The 
production of some kinds of livestock is more easily ex
panded than others. Furthermore, feed grains constitute 
a different percentage of the total feed for each kind 
of livestock. 

In allocating the additional grain among the different 
classes of livestock, differences in production response 
to changes in feed supplies and feed grain costs were 

FEED CONCENTRATE SUPPLY 
MIL. TONS 

50 

0 
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Fi g. 1. Supply of feed concentrates, 1937-59. 



taken into account. This was done on the basis of j ud g
ment, since there was a lack of satisfactory statistical 
estimates of these production response relationships. 

The additional grain was allocated to classes of live
stock as foll ows : beef, 15 percent ; pork, 60 p ercent; 
lamb and mutton, 1 percent ; poultry meat, 14 percent; 
eggs, 5 percent; dairy, 5 percent; and other livestock, 
0 percent. It was estimated that about 60 percent of the 
increase in the supply of feed grains would have been 
fed to hogs. Hogs are the largest users of feed grain 
and historically have responded most to changes in feed 
grain supply and price. The next largest share, 15 per
cent, would have gone to beef cattle. The increase in the 
production of beef cattle would have been comparatively 
small, however . Feed grain is a small portion of the 
total feed required for the nation's beef herd , and the 
supply of range land where most beef cattle are pro
duced is rather fixed. Even if wheat prices were very 
low for several years and promised to continue low, so 
that some wheat land in the West would have been put 
back into grass, few additional cattle would have been 
oroduced on this range land during the 1952-58 period. 
However, it seems likely that with lower grain prices 
there would be some substitution of grain for roughage 
in beef production, mainly through an increase in the 
number of cattle on feed . 

The farm products that would exhibit the greatest 
response to larger feed grain s upplies probably are 
hogs, broilers and turkevs. The number of hogs and tur
keys could be increased within a year and the number 
of broilers in about 3 months. Feed grains make up a 
large portion of the total ration of hogs and poultry, 
so a decline in feed grain prices would quickly stimu
late production. It seems likely that a large share of 
the increase in consumption of feed grains and produc
tion of meat would have gone to these classes of live
srt:ock. 

Once the additional grain is allotted to the various 
kinds of livestock, the resulting increase in livestock 
production can be estimated . If rations remained fixed 
in proportions and the rate of feed conversion did not 
change, the percentage increase in livestock production 
would equal the percentage increase in grain consump
tion. However, fixed rations would imply that consump
tion of all other feeds- i.e .. roughages, by-product feeds, 
etc.-would have increased by the same percentage as 
grain consumption. Obviously, there would have been 
some substitution of grain for these other feeds in the 
livestock rations. It appears reasonable to assume that 
the consumption of these other feeds would have re, 
mained constant for each type of livestock. On this basis, 
the increase in total feed consumption resulting from 
the feeding of the additional grains was computed for 
each class of livestock and used to estimate production. 

It was assumed that the efficien cy of feed conversion 
for total feed would have remained constant over the 
period for each type of livestock. Therefore, the per
centage increase in feed consumption by each type of 
livestock would bring about an equal percentage in
crease in production . Actually, in the short run , the effi
ciency of feed conversion would probably decline, since 
much of the extra feed would be used to carry livestock 
to heavier weights where feedin g is less efficient. Over 
a 7-year period, however, farmers would have had time 

to increase livestock numbers. It is believed that most 
of the ex tra feed would have been fed to extra live
stock where feeding efficiency would not have been re-
duced. • 

Estimates of the relative levels of livestock produc
tion, livestock prices and returns from sales of live
stock are shown in table 1. The changes in prices and 
income depend upon how much prices respond to 
changes in quantiti es of livestock products on the market. 
It seems reasonable to assume that marketings would 
change by the same percentage as liveweight production 
over the 7-year period. Prices were estimated using 
price flexibility estimates by other research workers. 2 

TABLE I. ESTI MA TED RELATIVE PROD UCTION. PRIC ES AND RETURNS 
FR OM SA LE S OF LIV ESTOCK PRODUCTS RE SU LTI NG FROM A 
6.3 PERCENT IN CREA SE IN GRA IN CONSUMPTIO N. 1952 -58 . 

1. Esti ma te d 
re lative 
product io n 

2 . E s timat e d 
re lati ve 
price 

3. Es timat ed 
re l a ti ve re turn s 

Beef Lamb Pou 1- Ot he r A 11 
and and tr y Dairy li ve - live -
veal Pork mutton meat Eggs produ c ts s tock s tock 

( In perce n tages ) 

.... 101.0 107.3 100.5 106.0 101.8 100 .3 100.0 102.5 

95 .1 81.0 96.6 86 .6 87.1 98.1 100.0 

f,·om sa l es ... 96. l 86.9 97.1 91.8 88.7 98 .4 100.0 93 .9 

The figures in row 2 show the estimated relative 
prices for each kind of livestock if the increase in feed 
grain stocks had instead been fed to livestock. 

The prices of all livestock and livestock products 
would have been lower from 1952 to 1958 if farmers 
had fed their feed grain stocks. For example, although 
total beef consumption would have had to increase only 
1.0 percent, or less than 1 pound per person per year, 
the prices of cattle would have been 4.9 percent lower. 
This is largely because pork supplies would have been 
larger. Beef prices would have decl ined, thus preventing 
a reduction in beef consumption due to a substitution of 
pork for beef. 

Pork prices would have declined 19.0 percent, chief
l y because the quantity of pork would have increased 
sharply (7.3 percent ) . Prices of eggs and poultry would 
have declined about 13 percent, largely because all 
meats would have been in large supply and cheaper 
than usual. Poultry and eggs apparently are " fill-in" 
foods for red meat, and their prices decline sharply as 
" all mea t" suppli es increase. 

The estimated decline in income from the sale of 
livestock and livestock products is 6.1 percent. Because 
production would have increased, gross income is not 
reduced as much as prices. 

ESTIMATED EFFECTS OF No FEED GRAIN AND 
WHEAT STO CK AccuMULATION FROM 1952 TO 1958 

ON THE FEED-LIVESTOCK ECONOMY 

So far we have considered only feed grains. It is 
rather likel y, however , that if price supports had not 
been high enough to increase the stocks of feed grains, 
price supports for wheat would not have been high 
enough to in crease the stocks of wheat either. That is, 
if farmers had put all of the current production of feed 

25 cc App e ndix A fo r e xp lana ti o ns o f the computationa l procedure and 
Appe nd ix B for the coe ffi c ie nt s empl o yed. 
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grains on the market from 1952 to 1958, they would 
have done the same for wheat. In that case, the price 
of wheat would have declined to feed grain levels, and 
large quantities of wheat would have been fed. 

One way to estimate how much wheat would have 
been fed would be to assume as with feed grains that 
all the increase in storage af-ter 1952 would instead have 
been fed to livestock. This assumption is made because 
the demand for wheat for human food is inelastic. 
Hardly any more would have been used for domestic 
human food even at very low prices. If the United 
States had cut the price of wheat in foreign markets, 
Canada, Argentina and Australia probably would have 
matched our price cuts, and the United States would 
have sold only a little more abroad. The total world 
demand for wheat is believed to be rather inelastic. 
Zero elasticity was used in computations, although this 
overstates the consumption of wheat by livestock slightly. 

ESTIMATED EFFECTS OF 10.3 PERCENT MORE GRAIN 

CONSUMPTION ON LIVESTO CK PRODUCTION, 

PRI CES AND INCOMES 

The effects of combining the net additions to wheat 
storage from 1952 to 1958 with the 6.3 percent increase 
in feed grains are shown in table 2. Total grain consump· 
tion by livestock would have been 10.3 percent larger 
than it actually was. 

TAJJLE 2. ESTIMATED RELATIVE PRODUCTION. PRI CES AND RETU RNS 
FROM SALES RESULTING FROM A 10.3 P ERCENT INCREASE IN 
GRA IN CONSUMPT ION 1952•58. 

Beef Lamb Othe r All 
and and Poultry Dairy li ve - live -
vea l Po rk mutton meat Eggs produ c ts &tock stock 

I. Es ti mated (In perccnl ages ) 
re l a ti ve 
produ c tion ........ ..... 101.6 111.9 100 .8 109.8 103.0 100.6 100.0 104.1 

2. Estimated 
re l a ti ve 
pri ce -- ·----··· ······-··· 92 .0 69 .0 94.4 78.1 78.7 96.4 100.0 

3. Esti mat ed 
re lative 
returns 
from 
sa les ················ ······· · 93 .5 77.2 95.2 85.8 81.1 97.0 100.0 89.5 

Hog production would have been about 12 percent 
larger during the period, and poultry production about 
10 percent larger . The nation's farms had the capacity 
to produce this volume of livestock without difficulty. 
However, the total value of the larger pig crops would 
have been about 22.8 percent lower than the value of 
the smaller actual pig crops that were produced in 1952-
58. The total value of all livestock production would 
have been reduced about 10.5 percent. 

The preceding estimates are all expressed in per• 
centage terms. The relative price estimates from row 3 
in tables 1 and 2 are converted to dollars and cents in 
table 3. 

The first column in table 3 shows the actual United 
States average farm prices for the principal livestock 
and livestock products over the period '1952-58. The 
second column shows estimates of prices if feed grain 
price supports had not been in effect ( or had been set 
at substantiall y lower levels) and feed grain stocks 
had been maintained at their 1952 levels (the increase in 
stocks after 1952 having been fed to livestock ) . The third 
column shows the effects if wheat stocks had also been 

8 

TABLE 3. UNIT ED STATES AVERAGE FARM PRICE OF LI VESTOCK AND 
GRAI PRODUCT S. ACT UAL. AND ESTI MATED W ITH HIGHER 
LEVELS OF FEED CONS UMPTION , 1952•58. 

Produc t 

Bee f cattl e, ave rage price 
rece ived by fa rmers, 
S per c wt . . ........................... . 
I-l ogs . average price rece ived 
by farm e rs, S pe r cwt. ....... . 
Lambs. nveragc pri ce rece ived 
by fa rme rs, S per c wt . .. 
Bro il e rs. ¢ pe r lb . .. 
Eggs, ¢ per doze n 
Milk elig ibl e for fluid 
ma rke t. pe r c wt. .... 
Co rn , S pe r bu she l. at 11 

l :13 rntio 10 hog pri ces .. 

A ctual averagt: 
pri ces 

. ..... 18.03 

...... 18 .23 

.......... 20 .07 
........ .... .......... .23 

..... ..... 39.7 

. ...... 4.73 

. .... 1.32 

E stimated nvc rage 
pri ces with in c reased 
g rain consump tio n of 

6.3 p ercent I 10.3 percent 

17.15 16.59 

14.77 12.58 

19.39 18.95 
.28 .18 

34.58 31.24 

4.64 4.56 

I. 13 0.97 

held at 1952 levels, with the increase in wheat stocks 
also fed to livestock. 

ESTIM ATED EFFECTS OF NO FEED GRAIN OR WHEAT STO CK 

ACC UMULATION F ROM 1952 TO 1958 ON AVERAGE 

ANNUAL CASH RE CEIPTS, CASH EXPENDITURES 

AND TOTAL NET IN COME OF UNITED 

ST .~TES AGRI CULTURE 

As indicated above, feed grain and livestock prices 
would have been lower if the stocks of wheat and feed 
grains that accumulated from 1952 to 1958 had instead 
been fed to livestock. 

Lower grain prices would have reduced the incomes 
of farmers selling grain and reduced the costs of farm· 
ers purchasing grain. Some farmers who normally sell 
feed grains would have fed the grains instead. Many 
specialized wheat farmers would have continued to pro• 
duce wheat for sale, however, and a large proportion of 
the wheat would still have been sold off the farm where 
it was raised. Thus, there would have been different ef• 
fects on the incomes of farmers in the Great Plains and 
the Corn Belt and on incomes of cash-grain farmers and 
livestock farmers. 

The estimated effect of the increased feed grain con· 
sumption on total income and expense in agriculture is 
indica ted in table 4. 

Cash receipts from livestock made up 54 percent of 
total cash receipts in agriculture from 1952 to 1958. 
Production in thi s large sector of agriculture would 
have expanded in volume, but the value of this produc
tion would have decreased in absolute terms if farmers 
had fed the additions to grain stocks from 1952 to 1958. 
Income from feed and food grains would have decreased 
sharply and would have contributed about as much to 
the decline in total cash receipts as would the decline in 
livestock receipts. Total cash receipts would have aver• 
aged about $3,721 million less during the period. This 
is a decrease of about 11.8 percent. 

Total cash expenditures would have changed little 
from 1952-58 had farmers fed rather than accumulated 
the stocks. Greater livestock volume would have increased 
operating costs only slightl y. Lower feed grain prices 
would have reduced the cost of purchased feed. And 
lower livestock prices would have reduced the cost of 
purchased livestock. Total cash expenditures shown in 
table 4 are down about 1.2 percent. 

Net income is vulnerable to changes in gross income, 



TABLE 4. ESTI MATED CHANGE IN AVERA GE CASH RECE IPTS AND 
AVERA GE CAS H EXPENDITUR ES OF U.S . AGRICULTUR E RESULT . 
ING FROM FEEDING 10.3 P ERCENT MOR E FEED GRA INS. 

Ac tua l E s ti mat ed 

(Milli o ns o f dollars ) 

Average total cash receip ts, 1952-58 ........... . ....... 3 1,549 
Cha nge in li ves tock receipts (-l0.5% of 

S17, l89 mil.) .. ·······-····· ·····-············ ........................ . 
Change in feed gra in receipts (-27% of 

$2,501 mil.) (du e to price change) .... 
Chan ge in fo od gra in rece ipts (- 44% of 

S2,265 mil.) (du e to pr ice change ) .... 
Change in fe e d gra in receipt s (240 mil. bu. 

X $1.01 bu.) {du e to vo lum e) ····· ·····--·----------·-··· 
Adju s ted average to ta l cash re ce ipt s (11.8% re du c tion) 

Average cash expenditu res, 1952 -58 ·······-·· ···· ........ 22,829 
Additional feed gra i n purchase 

(144 mil. bu. whea t a t S1.11 ) ..... 
Ne t c hange in va lu e of fee d purchased 

(-IO% of S4,071 mi l. ) . 
Change in cost of li ves tock purchase d 

(-5% of Sl ,799 mil.) .............. .... . 
Change in cos t of ope rat ing ca pital it ems 

(1.6% of S3,549 mi l. ) ............................ ....... .... . 
C:ha ngc in m iscell aneous e xpe nses 

(5% of $2,217 mil. ) .... 
Hired labor (1.0% of $2,921 mil.) 
R e nt paid to nonfarrn l and lo rds 

(-IO% of $1,135 mil. ) ................ . 
Adj usted a ve rage cash expe nditures (1.2% decline) 
Ave rage tota l n e t cash inco me of farm popul ation from 

farming including Sl,434 million from farm l ab or , 
1952.53 ... ····························· ············· ····· ...... ............ . .. 10,154 

Adju s ted tota l n e t cash in com e, including $1,434 million 
from farm labor (34o/o d ecl in e ) ...................... .................. . 

-1 ,805 

-675 

--995 

-246 
27 ,828 

+ 160 

-407 

-90 

+ 111 
+29 

-114 
22,575 

6,687 

because costs tend to remain constant. Thus, net income 
must absorb nearly all the change in gross. The decline 
in total cash receipts of 11.8 percent, with costs decreas
ing L2 percent, would have decreased net income $3,467 
million or 34 percent. 

EFFECTS OF EXPORT SUBSIDIES ON STOCK 
ACCUMULATION AND THE LIVESTOCK ECONOMY 

DURING 1952-58 
What would have happened if the export subsidy 

programs for wheat and feed grains had not been in 
effect from 1952 to 1958? 

This is an especially difficult matter to deal with . 
If the quantities that were exported under the PL480 
and other government export subsidy programs had been 
fed to livestock, consumption of grain by livestock 
would have increased by 3.7 percent. This 3.7 percent, 
added to the 10.3 percent estimated in preceding sec
tions, would have brought the additional feeding up to 
14, percent. 

Thus, the export subsidy programs held actual ac· 
cumulation of stocks below what it would otherwise 
have been. Had stocks also been fed, livestock produc· 
tion would have been larger and livestock prices lower 
than the fi gures given in table 3. However, no estimates 
were made of the effect of a 14 percent increase in 
grain consumption on the livestock economy. 

ELASTICITY OF SUPPLY DURING 1952-58 
These estimates are based on the actual 1952-58 

production of feed grains and wheat. It was assumed 
that production would not have changed appreciably in 
response to lower prices and incomes. 

There is some di sagreement whether this assumption 
is realistic. Would lower feed grain and wheat prices 
have reduced feed grain and wheat production? Would 
farmers have produced less in response to the lower 
prices? Or would lower prices and income have in
creased production? Would farmers instead have pro-

duced more in an attempt to offset the lower prices by 
increasing production ? 

It is difficult to say what would have happened. 
Statistical measurements of supply response in prewar 
periods may not cfpply. The technological revolution in 
agricultural production since World War II renders 
earlier coefficients misleading, and the low prices of 
the 1930's occurred at the same time as severe drouths, 
without any causal relation between the two. In addition , 
total agricultural acreage and production increased dur
ing the earl y years of the depression of the 1930's. This 
does not have much relevance to the 1950's, which were 
years of general boom con ditions. 

Lower prices and incomes in 1952-58 might have de
creased the use of fertilizer an d thus have reduced the 
yields of feed grains. 

Abolition of acreage restrictions on wheat presumably 
would have resulted in a considerable increase in wheat 
acreage. This would have rai sed wheat production,3 but 
it would not all have been a net addition to total grain 
output. Some wheat would have been grown on acres that 
had been shifted to feed grains because of wheat allot
ments. But much of the net increase in wheat would have 
been fed, in effect increasing the supply of feed grains. 

It was not possible to develop a satisfactory basis for 
estimating in quantitative terms the response of acreage 
and yield to lower and less certain prices. Accordingly, 
it was assumed that agricultural production would have 
been about the same with the lower prices as it was in 
fact from 1952 to 1958. The subject of supply response 
in agriculture requires much more research before it 
will be possible to estimate production effe cts accurately. 

ESTIMATED EFFE CTS OF INCREASED LIVESTOCK 
PRODUCTION ON RETAIL FOOD PRICES, PER CAPITA 

CONSUMPTION AND CONSUMER EXPENDITURES FOR 
LIVESTOCK AND LIVESTOCK PRODUCTS 

DURING THE 1952-58 PERIOD 

Retail prices of farm-produced food s consist of two 
parts- the farm value of the retail unit, minus the value 
of the by-products, and the marketing margin. 

The estimates of the retail prices are given in table 
5. These average retail prices were estimated by first 
convertin g the average farm prices for these products, 
both actual and estimated, for the 1952.58 period to a 

TABLE 5. UN IT ED STAT ES AVERAGE R ET AIL PRICE OF BAS IC LIVE. 
STOCK FOOD PRODUCT S , ACTUAL AND ESTIMATED , WITH 
H IGHER LEV E LS OF F EED CONSUMPTION , 1952•58. 

Actual average Estima te d average re ta il price, 
re tail price. 1952.58. wi th in c reased gra in 

Products Unit ]952.58* consumpt ion of 

6.3 percent 10.3 pe rcent 

( cen ts) (cent s) ( cent s) · 

Beef (in c l ud ing veal) .......... l b. 61.0 59.1 57.9 
Pork ....................... lb . 58 .0 50 .7 46.0 
Lamb .................. .lb. 68.3 66.7 65.6 
Broil e rs, ready -to •cook ....... .lb. 52.4 48.1 45.5 
Eggs .. . ............. doz. 59 .5 54.3 50.8 
M il k , fluid. wh o l e ................ qt. 22.7 22.5 22.3 

*De r ived fro m ave ra ge farm va l ue of reta il un i ts and average marke tin g marg in s 
for th ese produ cts for years 1952.58 . 

3S ce, for ex ampl e : H a r ris C. C. E isenhower's wh eat prog ram. J o u r. Farm 
Econ . Novem ber 1959. pp . 815.20. H arri s es t ima tes tha t i f whea t loan ra tes 
we re se t a t th e average marke t pri ce of th e precedin g 3 years, whea t acreage 
wou ld ri se from th e actua l 58 mi llion in 1959 to 77 m illi on , a nd whea t pro• 
duc tio n with ave rage wea the r wou l d ri se to 1. 5 bi llion b ush e ls. 
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"net farm value" basis. Then average marketing margins 
for these products for the 1952-58 period were added on 
to obtain estimates of retail price. 

The lower prices of farm products at the farm, 
shown in table B (in the summary ), would result in low
er prices and expenditures for food at retail. Using the 
procedure outlined above, the greatest price change at 
retail would occur on pork. Broilers and eggs would each 
show a sizable drop in price ; beef and lamb would be 
down some; and the retail price of milk would be 
down only slightly. 

Estimates of the change in average annual expendi
tures for these livestock products by a family of four 
are shown in table 7. The family expenditures were cal
culated from the prices and consumption rates given in 
table 6. These consumption rates were based on the es
timated increased livestock production in response to 
heavier feed consumption. 

TABLE 6. ACTUAL AND ESTIM ATED P ER CAP ITA CONSUM PT ION OF 
LIVESTOC K PRODUCTS. 1952•58. 

P roduct 

Decf (including vea l ) , lb s. ··------···87.6 
Po rk. lbs. ......... . ...... 64.6 
Lamb. lbs. ···· ·······-····-· ...................... 4.4 
Bro il ers, lbs . ............................. ..... 23 .8* 
Eggs, do, . ....... .. ....... . . .. .. 30.8 
Milk, qts . ........... ...... . ...... ....... 161.3 

* In cludes co nsumption of fa rm c hi ckens. 

88.5 
69 .3 

4.4 
25.2* 
31.4 

161.8 

89.0 
72.3 
4.4 

26. 1* 
31.7 

162.3 

TABLE 7. ACTUAL AND EST IMATED AVERAGE ANNUAL EXPENDITURES 
BY A FAM ILY OF FOUR FO H LIVESTOCK PRODUCTS, 1952•58. 

Es timated w ith 
Product Ac tu al 1952-58 6.3% inc rease 

llccf (inclu ding vea l) ............ $2 13.74 
Pork ............. ............. .................. 149.87 
Lamb ...................... .................•... 12.02 
Broi lers 49.88 
Eggs ............. .. •........................... 73.30 
Milk ........... 146.46 

S645 .27 

$209 .21 
140.54 
11.74 
48.14 
68.20 

145.62 

S623.45 

Es timated with 
10.3% in crease 

$206.12 
133.03 

11 .55 
47.50 
64.41 

144.77 

$607.38 

The major change in consumption would be an 8-
pound increase in per capita consumption of pork. Av
erage consumption of each of the other products, except 
lamb, would increase too, but at a more moderate rate. 

The annual expenditure by a family of four, for 
these food products, would decline over 3 percent under 
the first set of assumptions ( that feed grain consumption 
would increase 6.3 percent), and would drop nearly 6 
percent in the second case ( assuming feed grain con
sumption increased 10.3 percent ). Expenditures for each 
of these foods would be lower, but most of the decrease 
would result from a reduction in spending for pork, 
beef and eggs. 

Following is an illustration of the entire procedure 
using the data for beef. The 1952-58 average farm price 
for cattle, assuming no price support program for feed 
grains, was $17.15 per hundred. This was converted 
to a "gross farm value" by multiplying by the factor 
2.16- the number of pounds of liveweight beef required 
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on an average to yield a pound of beef at retail. The 
average value of by-products, $4,.20, was subtracted to 
give the net farm value. The marketing margin on beef 
( Choice grade) averaged 26.3 cents per pound for the 
1952-58 period . this amount was added to the farm 
value fi gure. Thus. $17.15 x 2.16 = $37.04 gross farm 
value; $37.04. - 4.20 = $32.84 net farm value. On a 
pound basis, .3284 + .263 = .591 per pound, the esti
mated average retail price. 

Consumption (including veal ), based on expected 
liYestock production changes. was estimated at an aver
age of 88.5 pounds per person for the period. For a 
famil y of four, this amounts to an average of 354 pounds 
per year. The total annua l consumption, in pounds, by 
a family of four multiplied by the estimated average 
retail price for beef gives our estimate of average annual 
expenditures for beef. Thus, 354 x .591 = $209.21 

A similar procedure was foll owed throughout in 
obtaining the individual price, consumption and expendi
ture estimates. 

OvER-ALL CoNr.LUSTONS WnH RESPE CT 
TO THE 1952-58 PERIOD 

During the 1952-58 period. feed Rrain stocks in
r,reased persistentl y. Farm prices and incomes were 
supported to a considerable extent through this stock 
accumulation. 

A number of factors probably contribu ted to th e size 
of the production and the carryover of grains during 
1952-58. Production was stimulated to an unknown 
extent by favorable price supports, good wea•her in 
1957-58, and rapid adoption of available new technology. 
At the same time. production was controlled to an un
known extent by acreage allotments. acreage reserve, 
conservation reserve, reduced support prices and the 
Great Plains drou th. The contribu tion made by each 
of these factors has never been estimated. Neverthe
less, given the amount pf grain that was produced, farm
ers received more income during the period because a 
portion of the production was stored and not fed to 
livestock. 

The preceding analysis does not mean that the higher 
prices and in comes resulting from the price supports 
being set above long-run equilibrium levels during 1952-
58 are necessaril y a net gain. The answer depends upon 
what use is eventually made of the stocks. 

If the accumulated stocks are eventuall y released 
into domestic consumption, they would depress prices 
and income about as much as they raised prices and 
incomes when they were originally withdrawn from the 
market. On that basis, the increase in income in 1952-
58 was partiall y borrowed from the future. 

PROJECTIONS FOR THE FEED-LIVESTOCK 
ECONOMY FOR THE 1960-62 PERIOD 

WITH CONTINUATION OF THE 
1959 PROGRAMS"· 

The projections in thi s section are not forecasts of 
production, prices and incomes in the feed-livestock 
sector from 1960 to 1962. They are the result of ex
tending current trends and cycles in grain , livestock 
production and marketin g margins for 3 years into the 
future. Specific assumptions are made about the gen-

*Est im ates in thi s section are based o n in fo rmation pub li shed before Dec. 15, 
1959. 



era! economy, government po licies, crop yield trends 
and p lanted acreages. The estimates depend upon the 
assumptions. Many rela tionships within the feed-l ive
stock economy are known very imperfectly. The esti
mates presented are approximations of the consequences 
of continuing the 1959 program for 3 more years. 

ASSUMPTIONS 

The projections rest on the assumption of full em
ployment and continued economic progress in the econ
omy as a whole. The assumed population, income, and 
prices paid by farmers are given in the foll owing tabula
tion: • 

Ac tual A c tu a l 
Unit 1958 1959 1960 1961 1962 1963 

P opu la tion ············ .......... . mil. 174.1 177.1 179.8 182.6 185.4 1·88. i 
Disposabl e income 

T o tal .............. ..... b;J. do!. 310.8 333 .2 345.8 358.6 371.9 385 .7 
Per ca pit a ...... do l lars 1.785 1 ,881 1,923 1,966 2,005 2 ,050 

Prices paid Ind ex 
by farm e rs ........ 1958= 100 100 100 100 100 100 100 

With respect to agricul ture, the assumptions are: 
1. Continuation of the 1959 price support and control 

programs, with an expansion in the conservation re
serve program to 30 million acres in 1960, 34 mill ion 
acres in 1961, and 37 mi llion acres in 1962. 

2. Continuation of surplus disposal programs at levels 
equal to 1958-59. 

3. Average weather. 
4. A continuation of the upward trend in feed grain 

yields per acre which existed from 1940 through 1959. 

FEED GRAJN PROJECTIONS 

Under these assumptions, estimates of the planted 
acreage, yield and production of feed grains are shown 

4Thc popula tio n a nd in come projec tions we re obta ine d from the USDA. 
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TABL E 8. FEED G RA INS , PLANTED ACR EAGE. YIELDS PER ACRE AND 
PR ODUCTI ON . .1957- 59 ACTUAL AND 1960-62 PROJE CTED, WITH 
PR ESENT PROG RAM . 

A ctua l Projec te d . 1957 1958 1959 1960 1961 1962 

Pl anted acreage 
co rn (m;J. acres) 74.0 74.6 85.4 84 .0 84.0 84 .0 
oat s (mH. a c res ) ... ........ 42.6 38.4 36.3 34.0 33.0 32.2 
barl ey (m;J. ac res ) 16.5 16.3 17.0 16 .5 16.3 16 .3 
so rghums (m;J. acres)* 19.5 16 .8 16.0 18.5 17.7 17.5 
T o ta l feed g rains 

(m;J. acres) ---· .............. 152 .6 146.1 154.7 153 .0 151.0 150 .0 

Yie ld pe r p lante d ac re 
co rn (bu . ) ·· ·············- ---------- 45 .9 50.9 51.9 48.5 49.4 50.3 
oats (bu.) 30.4 37.4 29.6 30.3 30.4 30 .5 
barl ey (bu .) ························ 26 .3 28.7 24.0 27.8 28.2 28.6 
grai n sorghum (bu.) • ........ 28 .9 36.6 35.8 30.3 31.5 32 .7 
Tota l feed gra in s 

(t ons) ························•······· 0.93 l. 08 1.08 1.03 1.05 1.08 

P roduc ti on 
corn (m H. bu.) .. ..... ............. 3.398 3.799 4,429 4,074 4.1 50 4,225 
oa ts (mil. bu .) .................... 1.309 1,422 470 1.030 1,003 982 
barl ey (mi l. bu.) 435 470 408 459 460 466 
gra in so rgh um (m; J. bu.) .... 564 615 573 560 558 572 
T o ta l feed gra in s 

(mil. tons} ..... ........... 142 .3 157.7 167.1 157.2 158 .9 161.2 

* Ha rves te d for gra in on l y. 

in table 8 . The data for 1957-59 are given merely for 
background. 5 

The estimates for corn acreage given in table 8 re
flect an expectation that there wi ll be a small recession 
from the high levels reached in 1959. 

The corn yield estimates are based upon an extrapola
tion of the trend line fitted mathematicall y to the data 
from 1940 to 1958. The original yield data and the 

5 P la n1 cd acre ages a nd yie lds arc used ra th er than harveste d a creages a nd 
yie ld s. Harveste d acreage is u sua lly l owe r tha n p lan ted acreage by amounts 
that vary from year to year with variati ons in wea the r, and these varia tions 
arc at p resen t unp re d ic ta bl e . Projec tions i n thi s s tu d y a rc the sam e as pro
j ec ti ons based on harveste d acreages and yie lds of harvested ac reages with 
ave rage weathe r . 

Corn 
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Fig. 2. United States average corn yields per acre, 1939-59, and trend line mathematically fitted 
to the data, 1939-58, and extrapolated to 1959. (Equation Y==26.9+ 0.92x) 
(Basic da ta from the month l y issues of The F eed S itu ation , AMS, USDA .} 
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trend are shown in the upper section of fig. 2. The 
data for 1959 are not included in the fitting of the line. 

Discussions with agronomists6 lead to the conclusion 
that the straight-line trend shown represents the increase 
in yields due to technological developments alone. It 
is worth noting that a line drawn through the dots for 
the three or four highest yields over the period, 1942, 
1948 and 1958 ( years of favorable corn weather), is 
approximately parallel to the straight-line trend fitted 
to the data as a whole. This suggests that the math
ematically fitted trend line represents the influence of 
technology on yields independent of the influence of 
weather. The projections of yields for 1960 to 1963 
are based on extrapolations of the mathematically fitted 
trend line. The trend line rises at a rate of about 0.9 
bushel of corn per planted acre (about 2 percent of 
average value) per year. 

Figure 3 shows a corresponding chart for feed grains 
as a whole. The trend line here rises at about 2 per
cent per year also . 

It is believed that projections based upon these trend 
lines are conservative. Feed grain yields in 1960 may 
be higher than the trend line value, because of the 
plentiful subsoil moisture supplies that existed at the 
beginning of the season . Another factor that will tend 
to raise yields above the trend line over the next few 
years is the conservation reserve program, which will 
take out of production acres that are below average 
in productive ability. This tends to raise average yield 
for the remainder of the crop and thus tends to push 

6Thom1>son , L. M. ; J ohnson , I. J . ; Pesek, J. T., Jr.; and Shaw, R. H. 
"Some causes of recent high yie lds of feed grai ns ." Proceedings of the Iowa 
State Universit y Feed-Lives tock Workshop. pp. 15-38. rowa State University, 
Ames. 1959. 

yields somewhat above those represented by the trend 
line, which reflects changes in technology only.7 

LIVESTOCK PROJECTIONS 

The feed gra.in balance (production, utilization and 
stocks) proj ected for each year is shown in table 9. 

TAULE 9. FEED CRA IN BALANCE. 1957.59 ACTUAL AND 1960.62 PRO· 
J ECTED, WITH PRESENT PROGRAMS CONT INUED. 

(Million ton s) 

Y ear begin ning Octobe r 1 
Supp l y 1957 1958 1959 1960 1961 1962 1963 

Beg inning s tock s ... ......... 48.9 o9.l 67.4 82.5 87.5 90.9 95.1 
Produ c tion .. 142.9 157.7 166.0 157.3 158.9 161.2 
Imports ·-·-·· 1.0 0.4 0.7 0.5 0.5 0.5 

Totnl supp l y ... 192.8 217.2 234.l 240.3 246 .9 252.6 
Use 
Lives tock feed ····· ·······]l].5 124.5 126.0 127.0 130.0 131.5 
Oth e r ·············· 22 .2 25.3 25.6 25.8 26.0 26.0 

Total util ization .... 133.7 149.8 151.6 152.8 156.0 157.5 
Addition to stocks + 10.2 + 8.3 + 15.1 + 5.o + 3.4 + 4.2 

The projected production and prices of the chief 
kinds of livestock are shown in table 10. 

The increase in beef projected in this table is a re
sult of the cattle cycle and increased cattle feeding. The 
increase in cattle feeding is in response to the increased 
feed grain supply and the lower feed grain prices and 
the falling prices of feeder cattle. Under the influence 
of the cattle cycle, cattle production is assumed to con
timie to increase, but at a slower pace than in 1959. 

7 A report prepared by the USDA in December 1959 - Produ ction pros pec ts 
for wh eat , feed, and lives tock. 1960-65, by R . P. Chri stensen , S. E. J ohnson 
and R. V. Baumann , ARS 43-115, December 1959- conta incd projections of 
acreage, yie ld , and production of feed grains whi ch differ s lightly from those 
in thi s s tudy. They projec ted yie ld s at a sligh tl y slower rate of in crease 
than in the past. Their projec tion o f feed grains production in 1962 is 157.2 
mi llion to ns, whi le projec tions in th is study indi cate 161. 2. The figure used 
in this study is 2.5 percent higher than the USDA' s. 

TON S PER Ar. RF Feed Grains 
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Fig. 3. United States average feed gra in yield per acre, 1939-59, and trend line mathematically 
fitted to the data, 1939-58, and extrapolated to 1959. (Equation~= 0.683 + 0.017x.) 
(Basic data from th e monthly issues of The Feed Si tu a tion, AMS , USDA.) 



TABLE 10. UN IT ED ST ATES PRODUC TI ON AND AV ERAGE FA R M P R ICE , 
1957. 59 ACT UA L AND 1960 ·62 PROJ ECTED , WIT H PRESENT P RO · 
G RAM S CONTI NUED. 

1957 1958 1959 1960 1961 1962 

Comb in e d sprin g an d fa l I pig 
c rops {mi lli on hd. ) .... 87.9 94.8 101.6 93 .0 95.0 98.0 

P rice , $ pe r c w t. ...... ········· ····· ·· 17.80 19 .00 14 .50 15.75 16 .00 14 .50 

Num be r o f ca t t l e o n farm s 
Ja n. 1 (million hd.) --- -·- 94.5 93.4 96.9 101.5 106 .0 110 .0 

P r ice, s pe r c wt. ................... ... 17.20 21.00 22.50 21.00 20.00 17.50 

Num ber o f l ay in g- t y pe chi c ke ns 
Sep t. 1 (m ill io n hd. ) .... ....... .42 1 434 413 420 400 406 

Pri ce of eggs ( ce nts/ doz.) ...... .. 36 38 32 34 30 30 

A nn ua l m il k prod u c l ion 
( b i! l ion lbs .) .... ..... 125.9 125.2 125.0 127.0 129 .0 132.0 

A rather sharp increase in dairy production is pro
jected for the latter part of the period in question . This 
is based upon the earlier experience of 1952-53, when 
dairy production expanded sharpl y in the face of the 
drop in beef cattl e prices. Continued supports at 75 
percent of parity are assumed to maintain dairy prices . 
The expected drop in beef cattl e over the next few years 
as the marketings increase is assumed to produce a 
comparable situation. 

The hog cycle is projected through the period. The 
1960 spring pig crop is cut 11 percent as indicated by 
the Dec. 1, 1959, USDA pig survey. A decline in the 
1960 fall pig crop and in the 1961 spring pig crop 
is projected. In line with a normal hog cycle, hog 
production would be increasing again by 1962. 

R ETAIL PRICE AN D E XPENDITURE ESTIMATES 

The proj ected retail prices and expenditures are 
shown in table 11. This table shows the estimates of 
average retail prices and famil y expenditures for the 
chief livestock and poultry food products. The retail 
prices are affected by changes in both the farm value 
and marketing margins. 

TAB LE 11. P ROJ ECTI ONS OF AVERA GE R ETA IL PRI CES FOR CE RTAIN 
LI VEST OCK P RODUCTS , OF AVE RAG E PE R CA PITA CONSUMP · 
TION , AND OF TOT AL ANNUAL EXP ENDIT UR ES FOR THE SE 
P RODUCTS BY A FAM ILY OF FOUR IN TH E UN IT ED STAT ES , 
W IT H PRES ENT FARM PRO GRAMS CONTI NUED . 

Produ c t 

Bee f, lb. 
Pork , lb. 
Lamb , l b. 

E s ti ma ted a ve rage re tai l 
price, cen ts pe r un it 

1959 1960 1961 1962 

.... .... 76 .6 73 .8 72.4 67 .8 
........ 53 .2 57 .0 58 .2 55.7 

...... 69 .6 72 .3 72.2 73.3 
Bro il e rs , lb . .. 44. ] 44.4 43.7 42.4 
Eggs , d oz. ...... 51.3 54 .5 50.4 50.4 
Mil k , qt. ........ 23.2 23 .7 23.9 24 .3 

E s t ima te d a nn ua l ave rage t ota l 
ex pe nd iture for t hese p rod u c ts 

b y fami l y o f fo ur 

1959 1960 1961 1962 

5265.80 $265.68 $269 .33 $263 .06 
142.58 145.92 140.84 140.36 

12.53 12.44 12.71 12.90 
52 .57 52.39 52 .96 52 .92 
60.53 62.78 59 .67 58 .06 

148.85 152.06 153.72 157.27 

T ota l ex pe nd i tures . ... ... .. ..... ....... ........... .$682 .86 .$69 1.27 5689 .23 $684 .57 

Retail price estimates were obtained by converting 
average farm price proj ections under the current pro
gram to a " net farm value" basis. Marketing margins 
for the individual commoditi es were projected ahead , 
following the trend of the past 10 years. These proj ected 
marketing margins were added to the net farm value 
figures to obtain re tail price estimates . 

A gradual decline in beef prices is estimated through 
1962, whil e pork prices would rise through 1961 and 
then decline. Prices of lamb and milk would increase 
over the period , but broilers wo uld ease down in price. 
Egg prices would rise rather sharply in 1960 and then 
drop back to lower levels. 

The probable effect on annual famil y expenditures 
for these products is also sho wn. The expenditure totals 
were obtained by multiplying the retail price estimates 
by the proj ections of per capita consumption. The esti
mated expenditure" for a famil y of four varied onl y 
slightl y for the 1959-62 period. However, the total quan
ti ty of these foods purchased wou Id change considerably. 
Consumption of red meat, poultry and milk would in
crease over the period , with a slight drop in per capita 
consumption of eggs and lamb. 

PROJECTIONS FOR THE FEED-LIVESTOCK 
ECONOMY FOR THE 1960-63 PERIOD 

WITH FREE PRICES AND NO CONTROLS8 " 

The proj ections presented in thi s section are an 
evaluation of utili zing all grain that probably would 
be produced with no crop controls and average weather 
from 1960 to 1963. Specific assumptions are made about 
the general economy, gove rnment policies, popula tion 
growth, crop yield trends, li vestock feedin g rates, export 
demand and other fa ctors. 

Again the estimates obtained depend upon the pH
ti cular choice of assumptions; other assumptions would 
produce different estimates . Many relationships within 
the fee~-livestock economy a re known very imperfectl y. 
The estima tes presented are approximations of the con
sequences of free markets and the other conditions as
sumed. 

G ENERAL ASS UMPTIO NS 

The same assumptions with respect to population 
and income are used here as in the preceding section. 

AGRI CULTURAL P OLI CY ASSUMPTIONS 

1. The p rice support provisions for feed grains 
would end with the 1959 crop. Cotton acreage allot
ments and price supports also would end with the 1959 
crop. Dairy price supports would end in January 1960. 
Since the full wheat crop already was planted, acreage 
allotments and price supports for wheat would continue 
for the 1960 crop and then be dropped. Tobacco allot
ments and price supports would continue. 

2. The present stocks of feed grains, wheat and cotton 
would not be reduced during the period . They might be 
rotated but wo uld no t be increased or decreased in total. 
All demands, domestic and foreign, would be met from 
current production , or if some export needs were met 
from CCC holdings for convenience of shipping, current 
production would be bought by CCC to maintain con
stan t stocks. 

3. Export subsidies on agricultural commodities 
would be eliminated. Sales for foreign currency, or 

8Fo r a s im il ar s tudy , see : 86 th Congress , R e port fro m th e U nited S ta tes 
D e pa rt me nt _of A gr icul t_ure , and a state ':1 en t from the Lan d- G ran t Co ll eges 
JRM- 1, Ad~1 ~o ry Co mm1_tt ee _ on Farm p ri ce and in com e projec ti ons, 1960-65, 
und e r co nd1t1 o n s approx 1mat111 g free prod u c ti on and marke t i ng of a gri c ul tu ra l 
commod it ies . S ena te Doc um en t No. 77 , J an . 20 , 1960. 

T he i r proj ec t ions d i ffe r from th ose o f th is s tudy a ccord ing to the som e 
what d i ffe re n t assu m pt ion s made a t vari ou s poi nt s. T he ne t resu lt o f th e 
d i ff e ren ce s i n a ssump tio ns regarding the co nserva tion rese rve, p roj e cted y ie l ds, 
.,,oc k liqu ida t ion , e tc. , is tha t th is st u dy p ro j e cts around 4 perc en t m o re 
g ra i n fed to li ves tock i n 1962 -63 than th ey d o; a l so su bs tanti a ll y grea ter 
i nc rea ses in produ c t ion of bee f, m ilk a nd b ro il e rs. USDA prices for hogs in 
1962-63 diffe r from those u sed he re b y on l y 20 cen ts, b ut the ir pri ces fo r 
bee f catt le, mi lk , corn a nd whea t are s ig n i fica n t l y h igh er . A t l e as t a part 
o f t he d i ffe re nces fo r beef ca ttl e a nd m il k can b e attrib ute d to the hi gh e r 
l eve l of produc ti o n a nd m a rke t ings in proj e c tion s used he re . l n additio n , the y 
a ppea r to h a ve used some what h igh e r p ri ce e la s t ic it ies than those u se d he re . 

*Estimat es in t h is sec tion are based on in form a tio n pub li she d be fore Nov. 15 , 
1959. 
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barter, could be continued, but all commodities shipped 
would come from current production. 

4. The conservation reserve would continue through 
the 1960 crop year with an additional 5 million acres 
added in 1960 to bring the total to 28 million acres. 
No new contracts would be signed for the 1961 or later 
years. Old contracts would not be renewed as they 
expired. 

RELATIONSHIPS IN THE FEED-LIVESTOCK ECONOMY 

1. Crop acreages would be at about the 1959 levels. 
They would be decreased through additional conserva
tion reserve contracts in 1960. After that, total acreage 
availab le for crops would increase as old contracts 
expired. Not all the land coming out of the conserva
tion reserve would return to cultivation. 

2. The trend to continuous corn would tend to in
crease corn acreage and reduce oats and hay. 

3. Yield trends are those obtained from using average 
yield per planted acre between the years 1940 and 1958. 
Grain sorghum yield trend is yield per harvested acre 
from 1940 to 1956 plus an addition of 7 bushels9 per 
harvested acre for the effect of adoption of hybrid 
sorghum. 

4. Feeding rates for livestock are about the average 
of 1957-59 feeding rates. For some classes of livestock, 
recent trends to higher rates of feeding were projected. 

PROJE CTIONS OF CROP ACREAGE, YIELD, AN D CROP AN D 

LIVESTOCK P RO DUCTION AN D UTILIZATION 

The estimates of acreage, yield and production based 
on the foregoing assumptions are given in table 12. 
The feed concentrate balance each year, based on these 
production estimates, is given in table 13; the wheat 
balance is given in table 14 . 

9 Es tirn ate o f 1960 norma l yie ld of gra in sorghum and implied impact o f hy
brid so rghum obta ine d by pr ivat e communi ca tion from an Agricultu raJ Resea rch 
Seryice techni cia n. 

TABLE 13. FEED CONCENTRA T E BALANCE, 1957.53 ACTUAL AND l959•62 
PROJECTED UNDER FREE MARKET COND ITIONS. 

Yea r begi nning Oc tober I 

1957.53 1953.59 1959•60 1960.61 l 96J .62 1962•63 1963.64 . 
(Millions 

Supply 
of tons) 

Stocks ------ ------·-······· 48.9 59 .1 67.4 85.0 85.0 85 .0 85.0 
Prod uc tio n .. 142.9 157.7 167. 1 151.5 151.8 155.8 
I mports ----- 1.0 .4 .7 .4 .4 .4 
Wheat a nd rye fed 1.6 2.3 l.9 4.0 7.5 JO.0 
By -product 

feeds fed ·-·-· 25.9 27.1 25.8 26 .7 27.7 28.7 

Tota l ······-····- 220.3 246 .6 262.9 268.5 273.3 280.8 

Utilizatio n 
Feed gra in 

to livestock ······•··· l 13.9 126.7 126.5 J30.2 J33.7 139.2 
By-produ c ts led 25.8 27. 1 25.8 26.7 27.7 28.7 
To tal 

con centrates fed .. 139.7 153.8 152.3 156.9 161.4 167.9 
Seed, human food 

and indu stry -------- 12.4 12.7 12.6 12.6 12 .7 12.7 
Exports -------- --- 10.5 12.8 13 .0 13.1 13.3 14.3 

Tota l -···-····-·--·····--·· 162.6 l79 .3 177.9 182.6 187.4 194.9 

TAB LE 14. WHEAT BALANCE IN MI LLI ONS OF BU S HELS 1957.59 ACTUAL 
AND 1959•63 PROJECTED, UNDER FREE MARKET COND ITI ONS . 

Yeur beginning July l 

l 957•58 l 958•59 1959.60 1960.61 196].62 1962.63 1963.64 

Supp l y 
Carryover 908.8 881.0 1,277 l ,366 1,560 l 0587 l ,560 
Production 950.7 l ,462.2 1,117 l ,244 1,365 l ,365 
Imports 10.9 7.8 8 8 6 6 

Total ········- ...... 1.870.4 2,351.0 2.402 2,618 2.931 2.958 

Dom esti c use 
Food 483.7 492.5 500 500 508 508 
Seed 63.2 65.6 66 73 73 73 
Indu stry .3 . l l I 
Feed .. 39 .3 73 .I 60 60 272 301 

T o tal 586.5 631.3 626 633 906 883 

Exports 402.9 443.0 410 425 490 515 

Totnl 
di sappearance 989.4 l ,074 .3 l ,036 l ,058 l ,371 l ,398 

TABLE 12. PLANTED ACREAGE. YIELD PER PLANT ED ACHE AND PRODUCTION OF THE FOUR PRINCIPAL FE ED G RAI NS PLUS WHEAT , COTTON AND 
SO YBEANS , 1957 .59 ACTUAL AND 1960·62 PROJECTED. UNDER FREE MARKET CON DITIONS. 

Total 
Grai n 4 feed 

Corn Oats Barl e y sorghum grains Wheat Co tton Soybeans 

Pl an te d acreage in millions 

1957 ----··············· ·- 74.0 43.0 16.5 19.5 153.0 49.9 14.2 20.7 
1958 74.6 38.4 16.3 16 .8 146.1 56.4 12 .4 23.4 
1959 -------- -----········ ···- 85.4 36.3 17.0 16.0 154.7 58.8 15.9 22.0 

1960 83.0 35 .5 16 .7 J3.8 149.0 58.3 18.7 23 .0 
1961 ·············-··-···- 83.5 33.0 13.5 13.8 143.8 65.0 17.7 24.0 
1962 84.2 33.2 J3.6 14.5 145.5 65 .l 16.5 24.8 

Yie ld per plan ted acre 

bu. bu. bu. bu. ton s bu. lbs. bu. 

1957 ----··········-··-··- 45.9 30.4 26 .3 28.9 .93 19.l 386 23 .l 
1958 50.9 37.4 28.7 36 .6 l.08 25.9 464 24.6 
1959 51.9 29.6 24.0 35.8 1.08 19.0 462 24.l 

1960 48.2 30.3 27.8 28.8 1.02 21.0 409 23 .0 
1961 ----··-··············- ----- -·•-· 49 .3 30.4 28.2 29.0 1.05 21.0 417 23.3 
1962 ··············-·····- 50.3 30.5 28.6 29.2 1.07 21.0 428 23 .6 

Production in million s 

bu . bu. bu . bu. tons bu. bal es bu. 

1957 ......... .......... 3.398 l .309 435 564 142.3 947 ll.0 478 
1958 ..... 3,799 1,422 470 61 5 157.7 l ,462 11.5 574 
1959 ···· ··············4,429 l ,075 408 573 167.1 ! ,JI 7 14.7 530 

1960 ··········· ······ ·4,001 l ,076 464 397 151.5 l ,224 15.3 529 
1961 .. 4,107 l ,003 381 406 151.8 1,365 14.7 559 
1962 .. 4,235 l .007 386 423 155.8 1,365 14.1 585 
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TABL E 15. UTILIZATI ON OF FEED GRAI NS BY CLA SS OF LI VESTOCK IN 
MILLIO NS OF T ONS. 1956 -59 ACTUAL AND 1959-63 PROJECTED , 
UN DER FREE MARKET CON DITIONS. 

Yea r beg inning Oc tobe r I 
1956 ,57 1957-58 1958-59 1959-60 1960-61 1961-62 1962-63 

Hogs 39.7 43.0 48.8 50.4 50.5 51.8 53 .0 
Grain . fed ca ttl e 9.4 9. 7 11.4 11.7 12.2 12.5 13.8 
Oth er ca ttl e ............... 8.4 8.5 9.3 JO. I I0.8 11.3 11.6 
Sheep .7 .88 .97 1.0 1.3 1.4 1.5 
Milk CO W S 19.9 21.4 22 .2 21.4 22.6 23.2 25.2 
I-l ens an d pul l e ts .... 12.8 13.2 14.1 14.2 14.6 IS. I 15.2 
Chickens ...................... 3.3 4.2 4 .2 4 .0 4.3 4.2 4.4 
Bro il e rs ·······------··----· 3.7 4.2 4.5 4.5 4.6 4.6 4.7 
Tu rke ys ........................ 2.3 2.4 2.3 2.4 2.4 2.5 2.6 
Ho rses a nd m ul es 2.1 2. 1 2. 1 2. 1 2.1 2.1 2. 1 
Other l ivestock ---- ---· 3.8 4.3 4.5 4.7 4 .8 5.0 5. 1 

Tota l ················ 106.0 113.9 124.3 126.5 130.2 133.7 139.2 

Tables 15 to 20 give the steps by which the quan
tities of livestock products are estimated. 

Feed grain production and use are shown graph
icall y in fi g. 4. The difference between production and 
total use from 1952 through 1959 went into storage. 
Under free market conditions, total production would 
equal total use beginning with 1960, Some wheat would 
be produced for feed grain and used beginning with 
1961. The increase in total feed grain production from 
1961 to 1962 is due to increases in yields of grain crops. 
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Fig. 4. Feed grain production and use; 1949-58 actual and 1959-62 
projected, with free market conditions. 

The uti lization of grain by livestock class is shown 
graphically in fig. 5. Hogs are the largest users of feed 
grains, fo llowed by poultry, dairy and beef. All classes 
of livestock would increase grain use as larger quantities 
of grain were produced and used, The increased use 
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Fig. 5. Utiliza tion of feed grain by livestock class; 1956-58 actual 
and 1959-62 projec ted, with free market conditions. 

Ill. LIi. 
30 

20 

10 

1847 19150 

LIYIWIIINT Oll·P'AIIM P'IIODUGTIOII 

LIYIVlleNT OP' ILAUeNTIII 

-·------... _____ _ --

1908 1910 

YEAR BE61NNIN8 OCT. I 

Fig. 6. Liveweight produc tion and slaughter of hogs; 1947-58 
actual and 1959-62 projected, with free market conditions. 

by beef cattle is as much a result of the increased volume 
available for feeding during the upward phase of the 
cattle cycle as of the lower grain prices. 

Liveweight production and slaughter of hogs by 
years are shown graphically in fig. 6. The cyclica l 
nature of hog production is clearly apparent. Feed 
utilization is associated with liveweight production on 
farms, the upper line in the graph. The marketings, 
which are represen ted by the lower line, influence prices. 
The two variables tend to move together. The difference 
between them is lower on the downswing than on the 
upswing of the cycle. The data for 1960, 1961 and 
1962 are proj ected under free market conditions. 

Liveweight production and marketings for cattle and 
calves are shown graphically in fig. 7. Since cattle have 
a life span of several years, there is opportunity for 
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Fig. 7. Liveweight production and slaughter of ca ttle and calves; 
1947-58 actual and 1959-62 projec ted, with free market conditions. 
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TABLE 16. L IVE STO C K NUMBE RS IN M ILLION S, 1956-59 ACTUAL AND 1960-63 

1956 1957 1958 

Spring pigs 53.19 51 .81 52.34 
Fal I pigs 36 .39 36 .15 42.47 

T o ta l 89 .58 87.96 94.81 

Catt l e on feed Jan . I 5.88 6. 10 5.87 
T o ta l ca ttl e Jnn. I 96.8 94.5 93 .4 
Dai ry co ws Ju ne I 20.91 c0.49 19 .80 
Hens and 1H1 1lc ts Jan, I 360 369 353 
S hee p J an. I ·····----- 31.3 30.8 31.3 
Droil c rs rai sed 1,344 1,448 1,660 
Turk eys ra ised ..... 76.9 81.2 78.3 
Chi ckens rai sed 479 397 432 

relatively wide divergence between production and 
slaughter. Slaughter has actually exceeded liveweight 
production in some past years. 

During the earl y years of the build-up phase of the 
cattle cycle, slaughter lags behind liveweight production . 
If the build-up is slow, the lag is less than if the build
up is fast. In the fourth year after the low point in the 
last cycle of liveweight production, slaughter increases 
more rapidl y than liveweight production. The exact 
year varies between cycles, but 3 to 5 years after the low 
point in each cycle there is a "catch-up" in slaughter 
relative to liveweight production. These past patterns 
were used in projecting the marketing of cattle in 1960, 
1961 and 1962. 

Meat consump tion per person is shown graphically 
in fi g. 8. Beef and veal are the largest components of 
the average meat diet. P ork is second , and poultry third. 
Per capita meat consumption , which was relatively high 
in 1956, declined in 1958. The per capita meat consump
tion projected for 1962 and 1963 with free market condi
tions would exceed the level of 1956. One important 
reason for increased meat consumption is the projected 
increase in cattle slaughter in 1962 and 1963. 

TABL E 17. FEED ING RATES- TOTAL CONCENTRATES PER 100 PO UNDS 
OF I..IVE IVE !C HT PRODUCT IO N OR 1.000 EGGS, 1956•59 ACTUA L 
A ND 1959•63 PROJECTED , UNDER FREE MARKET CONDITION S . 

Yea r beg inn ing Oc tober I 

1956-57 1957•58 1958•59 1959-60 1960.61 196J .62 1962 -63 

Hogs .. .... 460 494 520 510 520 520 516 
M; Ik ........... 40.2 43 .6 45.4 43.2 43.8 43 .2 42.4 
Eggs (per 1.000) ···-··· 554 564 584 584 596 60•1 608 
Poultry mea t ------ ----- -··· 376 380 386 382 380 380 380 
Bee f ----················· ...... 163 .2 163.6 171.6 165.4 164 .8 163.4 168.4 

PROJE CTED , UN DER FRE E MARK ET CON D ITI ONS. 

1959 1960 196 1 1962 1963 

58.62 58.00 54 .80 59 .00 60.00 
44.59 44.30 43.80 49 .00 50 .00 --· 103.2 1 102.30 98.60 108.00 11 0.00 

6 .49 6.92 7.25 7.38 7.74 
96.9 102.0 106.0 11 0.0 ]1 3.0 
19.32 19.15 19.65 19.65 20.65 

363 352 350 359 353 
33 .3 34.0 34.8 35.5 36.4 

1,74 1 1,741 1,765 1,775 1,825 
81.9 80 .0 83 . 7 83 .7 88 .0 

401 400 432 401 420 

Pounds 
per Capita 

LAMB and MUTTON 

100 

1956 1959 1963 

Fig. 8. Meat consumption per person; 1956-59 actual and 1960-63 
projected , wi th free market conditions. 

TABL E 19. LIV EIVE IG HT PRODUCT ION A ND S LAUG HTE RINGS FOR H OGS 
AND CATTLE IN B ILLIONS OF PO UNDS . UNDE R FREE MARKET 
CON D IT IONS; 1955 .59 A CTUAL AND l 959•63 PROJECTED . 

Year b eginning Oc tober I 

"' ,-.. 00 ~ ~ o, 
"' "' "? :z "' "? "' .;, 

~ 
co 

~ 
6 ,:, 

~ ~ ·~ ~ "' ~ ;c: ;c: 

Hogs 
Produ ced ·------------ 20 .0 18.8 19 .0 20 .5 21.6 21.3 21.8 22.5 
S la ug h te red . ... . 18.7 ] 7.3 16.6 ] 8.5 20.1 19.4 20.1 21.0 

Catt le 
Prod uced 27.8 26.8 27.7 29 .7 32.2 34 .4 35.9 37.2 
S lau ghtered ..... ....... 27.9 28.4 25.8 24.7 25.9 27 .3 32.5 35.4 

TABLE 18. LIV EST OCK LIVE IVE IG HT PRODUCTION BY TYPE, 1955. 59 ACTUAL AND 1959.63 PROJ ECTED , UNDER FR EE MARKET COND ITIONS . 

Yea r begi nni ng Octobe r 1 

1955.56 1956-57 1957-58 ] 958 -59 1959-60 ] 960-61 ] 961•62 ] 962-63 

(Bi ll ions o f pounds or bi llion s o f eggs ) 

Hog• ..... .................................................. .................. 20.0 18.8 19.0 20.5 21.6 21.3 21.8 22 .5 
G ra in -fed cat tl e ...................................... . 4.398 4.538 4 .778 5.070 5.414 5.674 5.789 6. 149 
Ot he r ca ttl e .. ... ..... ..... ............. 23.373 22 .210 22.922 24.668 26.8 12 28.712 30.142 31.005 
Sheep . .. .. ................ 1.579 J.533 1.595 1.670 1.720 l.755 1.790 1.840 
~rnk ..... .......................... . ......... 125.5 125.9 ]25. 2 ] 24 .0 ]26.5 131.2 134.4 143.5 
Eggs . 60.9 
B ro i l e rs 4.275 

60.4 60.7 62.4 62.6 63.0 64.6 64.6 
4.683 5.43 1 5.660 5.660 5.810 5.860 6.040 

To~- ] ~fl 
Farm chi ckens ....................................... 1.652 

1.342 1.316 1.391 1.400 1.439 1.457 1.538 
1.427 1.462 1.403 1.300 1.462 1.441 1.430 
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TABLE 20. P ER CA PI TA CONSUM PTI ON OF MEAT AND LI VESTOCK PRODUCT S. 1955-59 ACTUAL AND 1959-63 PROJECTED , UNDER FREE MAR K ET CON
DITION S. 

Year begin ning 

1955-56 1956-57 1957 -58 

Ilcc f and vea l , lbs. 94.9 93.4 87.2 
Pork , lbs. ·-------···------····· ····· .... ········--···· 66.4 61.5 60.7 
Lamb a nd mutton , lbs. ---···············-- ----------·········-·· 4.4 4.2 4.1 
Poultry m ea t, lbs. ...................... .. 29.8 31.4 34.1 

Tota l meat, lbs. ---- ------ 195.5 190.5 186. I 

Eggs, nnmbe rs ... 363 353 348 
Dai ry products, mil k equival ent , lbs. ········· 747 736 719 

ESTIMATES OF LIVESTOCK PRI CES AN D VALUES 

The per capita quantities of most of the livestock 
products estimated in the preceding tables are substan
tially larger than the quantities that have been consumed 
in recent years. This increase in per capita supplies 
would depress the retail prices of those products, and 
this would depress the farm prices of those products 
substantially. 

Estimates of these prices over the next few years 
are given in table 21. The price elasticities are the same 
as those used in the preceding sections. The income 
elasticities and the details of the computations are given 
in Appendix C. 

Table 22 shows the effects of the foregoing esti 
mates of production and prices on the farm value of the 
output of these products. This value declines from $16.65 
billion in 1958-59 to $13.13 billion in 1962-63. This 
is a decl ine of 22 percent. Net income would decline 
50 percent or more. 

Oc tober I 
1958-59 1959-60 1960-61 1961-62 1962-63 

87 .3 89.0 91.1 99 .2 105 .2 
68.3 69 .6 66.2 67.6 68.8 

4.5 4.6 4.6 4.6 4.7 
34.8 35 .0 35.9 35.7 36.0 

194.9 198.2 197.8 207.1 214.7 

353 348 346 349 346 
701 704 719 725 762 

ESTIMATED RETAIL PRICES, PER CAPITA CONSUMPTION 

AND E XPENDITURES FOR LIVESTOCK PRODUCTS 

Tables 23 through 29 show proj ections of average 
retail prices, consumption and family expenditures for 
these items that would be expected with free prices and 
no controls during 1959-63. 

Estimates of average farm prices were first converted 
to a farm value basis, as befo re. Marketing margins were 
proj ected ahead on the basis of the trends in margins 
on the individual products for the past 10 years. Sig
nificant increases in the marketing margins for beef, 
pork, lamb and milk have occurred, and projections were 
made at the approximate average rate of recent years. 
In contrast, marketing margins for poultry products 
have remained relative! y stabl e, and therefore little 
change was projected for the 1959-63 period. 

The estimated farm value, plus estimated marketing 
margins for these products, gives the authors' estimates 
of average retail prices. 

TABLE 21. PRICES O F LIV ESTOCK , LIV ESTOCK PRODUCTS , AND CROPS , 1956-59 ACTUAL AND 1959-63 PROJ ECTED . UNDER FREE MARKET COND ITIONS. 

Year beg inning October 1 
1956-57 1957-58 1958-59 1959 -60 1960-61 1961-62 1962-63 

Livestock 

Hogs. S/ cw t. 17.4 0 19.00 15.70 13.50 14.20 12.80 11.00 
Bee f cat tl e, $/ cwt. ........... 17.20 21.90 23.00 22.00 20 .90 15.50 12.00 
Lambs, $/c wt. ............ 19.90 21.00 19.50 18.90 19. 10 17.30 16.20 
Bro il e rs, ¢/lb . .................. 18.9 18.5 16.2 16.80 15.90 15.40 13.40 
Turkeys. ¢/ lb. 23.4 23 .9 22.8 22.30 21.80 19.50 17.10 
Eggs, ¢/doz. .......................... .. ..•. ..... .. 35.8 38.3 31.5 33.0 33.5 30 .0 28.3 
Milk , $/c wt. 4.2 1 4.13 4.05 3.91 3.66 3.43 2.67 
Farm chi ckens, ¢/ lb. ........ ........ .. 13.6 13.9 13.3 13.0 12.60 11.40 10.00 

Crops 

Corn S/ bu. 1.29 1.12 1.1 3 1.06 0.79 0.77 0.66 
Wheat, S/ bu. 1.97 1.93 1.72 1.71 1.67 0.90 0.74 
Cotton, S/ lb . ············•·····••• 0.335 0.344 0.345 0.3 15 0.21 0.21 0.21 

TABLE 22 . VALUE OF OUTPUT BY CL ASSES OF PRODUCTS IN BILLIONS OF DOLLARS , 1955-59 ACTUAL AND 1959-63 PROJECTED , UNDER FREE MARKET 
COND ITI ONS. 

Year beginning October 1 
1955-56 1956-57 1957-58 1958-59 1959-60 1960-61 1961-62 1962-63 

Hogs 2.69 3.01 3.15 2.90 2.72 2.76 2.58 2.31 
Beef 4. 16 4.88 5.65 5.68 5.72 5.71 5.04 4.25 
Milk 5.03 5.30 5.17 5.02 4.95 4.81 4.62 3.84 
Eggs · ······· ··•·••··••·······• 2.36 1.80 1.94 1.64 1.72 1.76 1.61 1.52 
Broil ers 0.840 0.885 1.005 0.917 0.951 0.935 0.903 0.810 
Turkeys ··········•··•············ 0.339 0.314 0.315 0.317 0.312 0.314 0.284 0.264 
Farm chickens ····················· 0.264 0.194 0.203 0. 187 0.169 0.184 0.164 0.140 

Total ···········•·······-··· 15.68 16.38 17.43 16.65 16.54 16.47 15.20 13.13 
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TABLE 23. RETAIL PRICES AND VALUES OF BEEF, 1958 ACTUAL AND 1959- 63 PROJ ECTED. UNDER FREE MARKET co DIT IONS. 

Estim a ted Gross Va lue Net Farm E s timnte d To tal ex p . 
U.S. av . farm of by• farm re tail R e tai l annua l per fami ly o f 

Year farm price va lu e prod. va lu e s pread pri ce capita cons ump. four 

S/cwt. ¢/ lb. ¢/l b. ¢/ lb . ¢,, lb . ¢/ lb. lb. 

1958 . 21.90 47.3 4 .4 42.9 3 1.0 73.9 87.2 258 
1950 . ----·-·--- 23.00 49.7 5.1 44 .6 31.8 76.4 86.R 265 
1960 ····--·--·-··········· .. 22.00 47.5 5 .1 42 .-l 32.6 75 .0 89.0 267 
)961 . ... 20.90 45. 1 5.1 40 .0 33.4 73.4 91.1 267 
19S2 -·-- 15.50 33.5 5.1 28 .4 34.2 62.6 99.2 248 
1963 ...... 12.00 25.9 5 .1 20.8 35 .0 55.8 105.2 235 

TABLE 24. RETAIL PRI CES AND VA LUES OF PORK 1958 ACT UAL AND 1959- 63 PROJ ECTED. UNDER FR EE MARKET COND ITIONS . 

U .S . a v. Gross Va lue Ne t Fa rm Es t. an nua l Tota l e xp. 
farm farm of b y- farm re tail Re tail pc, capita fo r fami l y 

Yea r pri ce va l u e prod. va lu e spread pri ce co nsump. o f four 

S/c wt. ¢/ lb. ¢/ lb. ¢/ lb. ¢/ lb. ¢/ lb. l b. s 
)958 . 19.00 40 .5 6. 2 34 .3 27.7 62.0 59.4 147 
1959 . --·-----· -------·· 15.70 33 .4 4.6 28.8 28.6 57.4 65.0 149 
1960 . 13.50 28.8 4.6 24 .2 29.3 53 .5 69.6 149 
1961 14. 20 30 .2 4.6 25.6 29.9 55.5 66. 2 147 
1962 . .... ---·-··· 12.80 27.3 4 .6 22.7 30.6 53.3 67 .6 144 
1963 . 11.0 23.4 4 .6 18.S 31.2 50.0 68.8 138 

TAilLE 25 . RETA ' L PRI CES AND VAL UES OF LAMB , 1958 ACTUAL AND 195 9-63 PR OJ ECTED. llNDER FREE MARKET COND ITIONS. 

Av. Gross Va lue 
fa rm farm b y-

Y ear pr i ce valu e p rod. 

$ / c wt . ¢/ lb. ¢/ lb. 

1958 . ... 21.00 49 .8 6.8 
1959 .. 19.50 46.2 6.8 

1960 18.90 44.8 6.8 
196 \ .. ......... 19.10 45.3 6.8 
l9J2 .... -------- --···· ··········- ... 17.30 41.0 6.8 
1953 . -------- -·--· ····· 16 .20 :J8.4 6.8 

TABLE 26 . RETAIL PR ICES AND VALUES OF BROIL ERS. 1958 ACTUAL AND 
1959-63 PROJECTED , UN DER FREE MARK ET COND ITI ONS. 

Fa rm Farm Est. a nnu a l Exp. fo r 
Farm va lu e re ta il Rc rnil p er capita family 

Ye ar price at re tail spre ad p rice con sump. of four 

¢/ lb ¢/ lb ¢/ lb ¢/ lb lb. s 
1958 18.5 25.3 21.9 47.2 28.3 53.4 
195J 16. 20 22.2 21.8 44.0 29.4 51.7 
1960 ·· ---------·· ··-- 16.80 23 .0 21.8 44.8 28.7 51.4 
196 1 ·---- 15.90 21.8 21.8 43.6 29.4 51.3 
1962 15 .40 21.1 21.8 42.9 29. 3 50 .3 
1963 .. 13.40 18.4 21.8 40.2 29 .5 47.4 

Consumption rates are projected ahead on the basis 
of expected production and population changes given 
earlier in this report. These consumption rates, with 
the estimates of retail prices, are used to estimate ex
penditures by a family of four for these products. 

The procedure used in making the price and expendi
tm c: estimates is given in Appendix D. 

On this basis, retail prices on each of these foods 
would decline over the 1959-63 period . Beef, pork, broil
ers and eggs would show comparatively sharp price 
drops, while lamb would decl ine moderately and retail 
prices on milk would be down only slightly. Consump
tion of each food would increase, except for eggs, which 
would be down slightly. Consumption of beef, pork and 
milk would be considerably higher. Family expenditures 
for these foods would decline because of smaller amounts 
spent for beef, pork, broilers and eggs. Expenditures 
for lamb and milk would show some increase. 
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Net Fa rm Est. an nu a l Exp . fo r 
fa rm re tai l Re ta il p e r capita fam il y o f 
va lu e s prea d p ri ce con sump. four 

¢/ l b. ¢/ lb. ¢/ lb. lb. s 
43 .0 31.7 74.7 4.1 12.3 
39.4 32 .8 72.2 4.5 13.0 
38.0 33.9 71.9 4.6 13.2 
38.5 35.0 73 .5 4.6 13.5 
34.2 36. 1 70 .3 4.6 12.9 
31.6 37.2 68.8 4.7 12.9 

TABLE 27. R ETAIL PR ICES AND VALUE S OF EGGS, 1958 ACTUAL AND 
1959-63 PROJECTED. UNDER FREE MARKET COND ITIONS. 

Fa rm Farm Es t. annua l Exp. for 
Fa rm va lu e re ta il Re tai l pe r cap i ta family 

Year pri ce al re ta il s pread price con sumption o f four 

¢/d oz. ¢/ d oz. ¢/doz. ¢/ doz. doz. 
1958 ···· ···· 38.3 39.4 19.4 58.8 29.0 68.2 
J9S9 ---- -- 31.5 32.4 19.4 51.8 29 .4 60.9 
1960 .. 33.0 34.0 19.5 53 .5 29.0 62. 1 
1961 .. 33.5 34.5 19.5 54 .0 28.8 62.2 
1962 ..... ... 30.0 30 .9 19.5 50.4 29.1 58.7 
1963 ........ . 28.3 29.1 19.6 48.7 28.8 56.1 

T AB LE 28 . RETAIL PR ICES AND VALUE S OF MILK . 1958 ACTUAL AND 
) 959-63 PROJECTED , UNDE R FR EE MARKET CON DITIONS. 

Farm Farm E s t. a nnual Ex 1>. fo, 
Fa rm va l ue re ta il Re ta il pe r capita family 

Yea r pri ce al re ta il spread pri ce con sumption o f four 

$/cwt. ¢/ qt. ¢/qt. ¢/ qt. qt. s 
1958 ······················ 4. 13 8.96 13 .8 22.8 159.0 145 
1959 ------·- 4.05 8.79 14.2 23 .0 161.8 149 
1960 3.91 8.48 14 .6 23. 1 162.2 150 
196 1 .. 3.66 7.94 15.0 22 .9 165.9 152 
1962 .. .. 3.43 7.44 ] 5.4 22.8 167.3 153 
1963 2.67 5.79 15.8 21.6 175.6 152 

TABLE 29 . AVERAGE ANNUAL EXPEND IT URES OF A FAMI LY OF FOU R 
FOR LIVESTOCK AND LIV ESTOCK PRODUCTS , 1958-59 ACTUAL 
AND 1960-63 PROJECTED , UNDER FREE MARKET CONDITIONS. 

Year Bee f Pork Lo. rub Broil e rs Eggs Mi lk Total 

1958 ........... $258 S147 S12 .3 S53.4 568.2 $145 5684 
1959 ...... 265 149 13.0 5 1. 7 60.9 149 687 
1950 267 149 13.2 51.4 62.1 150 693 
) 961 267 147 13.5 51.3 62 .2 152 693 
1962 248 144 12.9 50.3 58.7 153 667 
1963 235 138 12 .9 47.4 56.1 152 64 1 



Appendix A 

Table A-1 illustrates the computational procedure 
used in estimating the relative production, price and 
returns figures presented in table 1 of the text. The 

same procedure is used in table 2 except that grain 
consumption 1s ilicreased 10.3 percent instead of 6.3 
percent. 

TABLE A· l. COMPUTATION OF ESTIMATED RELATlVE LIVESTOCK PRICES AND RETURNS FROM SALES OF LIVESTOCK AND LIVESTOCK PRODUCTS 
RESULTING FROM A 6.3 PERCENT INCREASE IN GRAIN CONSUMPTION, 1952•58. 

1 Perce nt of a ll grain consume d by each type of lives tock 

(1950.55) ........ ······················ ··· ··········· ······ ···· ································· 
2 Percent of additional grni n allo tt ed to each type of lives tock 

3 Estimat ed % incre ase in grain consumption ......................... . . 

4 P ercent of rat ion composed o f grai n (1950-55) ............... . 

5 Estimated % increase in tota l feed consumption = es timated 
% increase in lives tock product ion ···-· ······················ ···-- ········-

6 Percent of total lives tock products produ ced b y each c1ass 
of li vestock ............. ··············· ········································-----·· 

7 Es tim a ted % increase in produ c tion of compe ting lives tock 

produ c ts . ·······························································---
8 Respon se of pri ce to a l o/o change in quan tity p roduct •......... 

9 Response of price to a l o/o change in quantity of compe ting 
lives tock produ cts ·······················-··········· •··· ...... ... .. .. .......................... .... . 

IO Estimat ed re lative price ···-· ·········-··················-··· ············ ·····-·· ······· ···· 

ll E stim ated re la ti ve return s from sa l es . ················-·· ·· ······················· 

Bee f & 
vea l 

11.8 
15.0 

8.0 
I 1.9 

1.0 

31.9 

6.4 
-1.7 

- .5 

95. I 
96.1 

Lamb & 
Pork mutton 

41.2 0.7 

60.0 1.0 

9.2 9.0 

79.5 5.4 

7.3 0.5 

18.6 2.0 

2.0 3.7 
-2.5 -1.7 

- .4 -.7 

81.0 96.6 
86.9 97.1 

Poultry 
mea t Eggs 

9.8 13.0 
14.0 5.0 
9.0 2.4 

66.8 76.0 

6.0 1.8 

8.7 10.7 

3.2 2.6 
-1.7 -5.0 

-1.0 -1.5 

86.6 87.1 
91.8 88.7 

Dairy 
pr(ldu cts 

16.6 

5.0 

1.9 
17.8 

0.3 

26.4 

3.3 
-3.3 

-.3 

98.1 
98.4 

Other 
lives tock 

6.9 

0.0 
o.o 

0.0 

1.7 

2.5 

100.0 
100.0 

All 
li vestock 

100.0 
100.0 

6.3 

2.5 

100.0 

93 .9 

Appendix B 

Coe/ ficienls Relating Price Response to Quantity at the 
Farm Level (Price flexibilities) 

BEEF10 (-1.7) 
Maki suggests - 0.6 as the most appropriate estimate 

of demand elasticity of beef at the primary market level 
for postwar years. Breimeyer has also arrived at the 
same fi gure. The coefficient used is the reciprocal of 
-0.6. Fox and Learn derived price flexibility estimates 
of - 1.19 and -1.37, respectively, from analyses based 
partly upon prewar data. It is believed that the demand 
for beef and pork has become somewhat less elastic in 
recent years. Consequently the higher flexibi lity coeffi 
cient was used. 

PORK (-2.5 ) 
Maki and Breimeyer again agree on -0.4 as the 

postwar elasticity of demand for pork at the farm level. 
Its reciprocal is used as the price fl exibility. Fox and 
Learn estimated price flexibilities of - 1.54 and - 1.83, 
respectively. 

LAMB (-1.7) 
Fox estimates the price flexibility for lamb as -1.5 

using prewar data. This was raised to - 1.7 in the belief 
that elasticity of demand for all meats has declined since 
the war. 

POULTRY MEAT (-1.7 ) 
Barton and Daly estimated the demand elasticity for 

poultry meat at -.49. This corresponds to a price flexi
bility of -2.0. Fox's estimate of the price flexibility 
is - .62 for chickens and -1.21 for turkeys. Learn 's esti
mate is -1.16 for all poultry. 
EGGS (-5.0) 

Gerra suggests a price elasticity of - 0.4 at the retail 
level. Judge, using three different methods of estima-

10A l ist of specific references is given on the last page of thi s a ppe ndix. 

tion, arrived at retail elasticities ranging from -.21 to 
-.61. Fox estimated the price flexibility at the farm level 
to be -2.91, which he notes is probably too low. Learn's 
farm price flexibility figure is -2.43. Barton and Daly 
estimate an elasticity of -0.8 which corresponds to a 
price flexibility of 12.5. 

DAIRY PRODUCTS (-3.3) 
Rojko derives elasticity estimates for dairy products 

ranging from -.25 to -.34 which correspond to price 
fl exibilities of -3.0 to -4.0. Learn's estimate of pr1ce 
flexibility is -2.6. Barton and Daly estimate an elasticity 
of -0.5. 

Coe/ ficienls Relating Price Response to Quantity of Com
peting Livestock Products 

BEEF (-.5) 
Fox suggests that a 1 percent increase in per capita 

consumption of competing meals reduced the price of 
a given meat 0.3 to 0.4 percent at retail (p. 118) . On 
pa,ge 78 his estimate is -.4.0 percent as the effect on farm 
prices of a 1 percent change in supply of competing 
meats. Learn's coefficient for the effect on farm price 
of beef of a change in quantity of all other livestock 
products is -0.44. 

For the sake of uniformity it was first desired to 
use a coefficient measuring the price effect of a change 
in quantity of all competing livestock products. How
ever, the increase in other livestock products is not uni
form but occurs primarily in pork and poultry meat 
which are closer substitutes than eggs and dairy products. 
Consequently a coefficient measuring the response to 
changes in quantity of competing meats was employed. 
A coefficient of -0.5 was selected, since farm prices vary 
more with quantity than do retail prices. It is assumed 
that the small changes in quantity of eggs and dairy 
products would have a negligible effect on beef price. 

IOWA ST AT!: TRAVELING LIBRARY 
DES MOINES, lQW.A 
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PORK (-.4,) 
Fox's 1922-41 studies did not indicate a significant 

response in pork prices to the consumption of other meat. 
Learn's coefficient is -0.21, much less than its standard 
error. Fox's suggested value of -0.3 to -0.4 (p. 118 ) 
is applied to the change in quantity of other meats. For 
pork as well as for beef, lamb and poultry meat, the 
price effects of the changes in egg and dairy product 
production are assumed to be negligible. 

LAMB (-0.7) 
Fox's estimate on page 78 is -0.70 for the change in 

lamb price (farm level ) for a 1 percent change in the 
quantity of competing meats. Lea rn did not consider 
lamb. 

POULTRY (-1.0) 
Fox's estimate is - 1.01 (using all other meat ). 

Learn's estimate is -l.16 ( using all other livestock prod
ucts). 

EGGS (-1.5) 
Fox did not develop an estimate for eggs. Learn's 

estimate is -1.917 using all competing livestock prod
ucts. (His standard error is 0.724. ) This estimate seems 
high and was reduced to - 1.5. It is believed that eggs 
are an inferior good in the technical sense (i.e., con
sumption decreases with increasing income ) and the 
income effect of lower prices for other livestock prod
ucts, as well as the substitution effect, reduces the demand 
for eggs. 

DAIRY PRODUCTS (-0.3) 
Learn's estimate is -0.132 with a standard error of 

0.269. The figure of -0.3 was selected in the belief 
that other livestock products substitute for dairy products 
to a considerable degree. 

References on price flexibility and cross-price fl ex
ibility coefficients: 
Barton, G. T. and Daly, R. F., Prospects for agriculture 

in a growing economy. Address, Conference on Prob
lems and Policies of American Agriculture. Iowa 
State College, Oct. 1958. p. 61. 

Breimeyer, Harold F., personal comments. 
Fox, Karl A., Econometric analysis for public policy. 

Iowa State University Press. pp. 78, 116, 118. 1958. 
Gerra, Martin J. An econometric model of the egg in

dustry, four. Farm Econ., 51 :284-301. May 1959. 
Judge, George C. Econometric analysis of the demand 

and supply relationships for eggs, Storrs Agr. Exp. 
Sta. Bui. 307, University of Connecticut. 1954. 

Learn, Elmer. Estimating demand for livestock products 
at the farm level, Jour. Farm Econ., Vol. 38, No. 5: 
1483-91. 1956. 

Maki, Wilbur R., personal comments. 
Rojko, Anthony S. The demand and price structure for 

dairy products, USDA Tech. Bui. No. 1168, pp. 68. 
1957. 
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Appendix C 

Procedure for Estimating the Ef feet of Changes in Con
sumer Income on Price. 

The income ei"asticities were obtained from the 1955 
Household Food Consumption Survey as reported in 
" Income and Household Size," Marketing Research Re
port No. 340 (U.S. Department of Agriculture, June 
1959 ). A weighted average of the elasticities for low-, 
medium- and high-income households is used. The 
income elasticities were algebraically transformed into 
coeffi cients measuring the response of price to income 
using the following formula: 
Change in price Income Price Income Cross 
for a 1% change = - elasticity X flexibility - elasticity X price 
in income of sub- fl ex i-

stitutes bility 

Following are the coefficients for response of price 
to a 1 percent change in income, as determined and used 
in the projections. 

Product Change in price for a 1 % 
change in income 

Beef ...................... ..................... .... ....... 0.49% 
Pork ........................................ .............. 0.22 
Lamb .................................................... 0.76 
Poultry meat ........................................ 0.38 
Eggs ...................................................... 0.44 
l'viilk ............... .... ................................... 0.04 

Appendix D 

Procedure Used in Making Retail Price and Expenditure 
Estimates 
1. Estimated average X Conversion11 = Gross farm value 

farm price factor (at retail) 
2. Gross farm value - Value of = Net farm value 

by-products 
3. Net farm value + Farm-retail = Estimated average retail 

spread price 
4. Estimated aver- X Estimated annual X 4 = Estimated annual 

age retail per capita expenditure for 
price consumption this item by fam

ily of four 

Value of by-products is held constant at 1958-59 levels. 
The farm-retail spread is a projection of recent trend. 

ltConvcrsion factors : bee f , 2.16 ; pork, 2.13; lamb, 2.37; broi lers, 1.37; eggs, 
1.03; milk, 2.17. 


