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INTERRELATIONSHIPS OF SUPPLY AND PRICE

G. F. WaARreN aND F. A, PEarsoN

The increasing spread between farm and retail prices and the increasing
iolence in the fluctuation of farm prices were a serious prohlem even
hefore the World War. With deflation, the maladjustment Dbetween
farm and retail prices has been the most serious single factor in causing
the agricultural depression.

The statement is commonly made that supply and demand govern
prices. Even if such a generalization were always true it would be of
little value, because it does not state what effect any given supply will
have on prices, nor doces it state how demand affects prices. One might
make a similar generalization about bridges, Gravitation, loads, strength
of material, winds, and other like factors govern hridges, but no engineer
would waste his time merely enumerating these. He makes careful
calculations for each factor, This bulletin is an attempt to express
mathematically some of the relationships of supply to price, relationships
of price to supply, relationshipF BT Tarm afid relail prices, and the cifect of
1ipply on these relationships.

Of course every added bushel reduces the price.  How much reduction
takes place depends on the particular product sold and the point at which
the price is taken. A large supply reduces the farm price by a much
greater percentage than it rcduces the consumers’ price.

Most of the price quotations are wholesale prices. They do not repre-
sent what the farmer gets or wh® the consumer pavs. Their relationship
to supply is very different from the relationship of farm or retail prices
to supply. A number of writers have caleulated the relationship of supply
to wholesale prices, and have called the answer dentand-curves. A demand-
curve, of course, must be the relation of consumers’ prices to consumers’
supply.

The only price that affects consumption is the price that the consumer
pays. The only price that affects production is the price that the pro-
ducer receives. Wholesale prices do not govern consumption nor do they
govern productinn,

+ For agricultural products, supply is much more wvariable than is
demand.

The price to the farmer in a surplus-producing region grows steadily
lower as the supply grows higher, and approaches zero. As the supply
grows smaller the price grows steadily higher so that a very small supply
would sell for an indefinitely high price, In a deficit area also, or mn a
city market, a very small supply sells for an indefinitely high price, but
a very large supply docs not approach a zero price. Tt approaches a
fixed quantity above zero. This fixed quantity is the charge for assembling,
transporting, and distributing.

For most farm products, there are regions where the local supply is
not sufficient for local needs. In such a region the farm price has the
characteristics of a retail price, so that when the United States crop is
indefinitely larpe, the farm price approaches the cost of getting a supply

5



6 BurreTin 466

from the surplus area. The average farm price for the entire United
States is therefore a mixture of prices that are like retail prices and pro-
ducers’ prices. In surplus areas, prices fluctuate much more violently
than do average prices for the United States.

Cotton, wool, and a few other farm products are not consumed on
farms without passing through the channels of trade. The United States
farm prices for such products, therefore, have the characteristics of prices
in surplus areas; that is, they would approach a zero price if there were
an infinite supply. .

Even within States the same principle holds. For example, there are
parts of New York where hay and potatees are shipped in, The farm
price in such a district has the characteristics of a retail price.

Farm prices as published by the United States Department of Agri-
culture inciude these deficit areas, so that they are less variable thau
prices in the surplus centers.

All staple farm products produced by American farmers are consumed
either on farms or in cities. The price to the ultimate consumer, there.
fore, has to be such that consumers will take all the marketed product at
that price. That is, supply and demand determine what the retail price
shall he.

It 18 not possible to raise retail prices just because handling charges
or any other costs have risen. The consumer is not concerned with whu
gets the cash. He is concerned with what he pays. Retail prices have
to be set at such a point that he will take all of the product at that price.

The amount of the hold-over of nonperishuble commodities can De
increased to a limited extent. This raises prices for the year when it
takes place, and lowers them for the next year,

EFFECT OF SUPPLY ON PRICES

Curves showing the relation of supply to price for many products have
been prepared.  In many cases the price data are not sufficient to make
certain the exact shape of the curves. Since changes in demand and
changes in the cost of production oceur, the curves for different periods
vary smuewhat.

Curves such as are hiere included are sonietimes called demand-curves.
They are in fact supply-price curves. For some farm products a portion
of a large crop is never marketed. A demand-curve shows the relation-
ship between the consumers’ price and the guantity consumed at that
price. The relation of production to farm prices is not merely a supply-
demand relationship. It is a relationship that involves handling charges
as well as demand.

Over a series of years there are changes in supply and demand, and
therefore it is probably better to make comparison of changes in produc-
tion {rom year to year than to compare with an assumed normal,  In
making the. caleulations on which mwost of the curves are based. the per-
centage change in production as compared with the preceding five years
has leen related to the percentage change in price as compared with the
preceding five years.

In all cases, the prices are expressed in terms of purchasing power.
That is, prices have heen divided by the index number of wholesale prices
of all commaodities as published by the United States Bureau of Labor
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Statistics. Therefore they are prices in terms of dollars, with the value
that the dollar had for the purchase of commodities from 1910 to 1914.

The word “‘price” is used throughout this publication as synonymous
with “purchasing power.” When used in this sense, “price” means the
comparative guantities of all kinds of commuwdities which a bushel or a
pound of the given product would exchange for. It is the price at which
a product would sell if the dollar represented all commodities rather than
a single commodity, gold.

Details of methods of calculation are given on page 116,

POTATOES

EFFECT OF SUPPLY ON PRICES

The relation of the United States production of potatoes to the pur-
chasing power of the December 1 farm price of potatoes, from 1893 to
1915, iuclusive, is shown in figure 1. A potato crop that was 8o per cent

PRICE PRICE
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FIGURE I. RELATION OF THE UNITED FIcURE 2. RELATION OF THE UNITED
STATES PRODUCTION OF TOTATOES STATES PRODUCTION O POTATOES TO
To THE PURCHASING POWER OF THE THE PURCEHASING POWFER OF THE DE-
UNITED STATES DECEMEER 1 FARM CEMBER PRICES PALID TO PRODUCERS AT
PRICE, 1805-1015 BATAVIA, NEW YORK, 1897-1915
When the United States production was When the United States production was zo
20 per cent helow normal, farm prices were per cent helow normal, farm prices at Batavia
35 per cent aboeve normal were 54 per cent above normal

of the average for the preceding five years, sold on farms in the United
States for an average of 33 per cent more than the price for the preceding
five years. A crop that was 20 per cent above that of the preceding five
vears, sold for 22 per cent less than the price for the preceding five vears.
A crop deficit has a more striking effect on price than does an increase in
the crop. 1f the price in a given vear were 2 dollar a bushel, a United
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States crop of 20 per cent more would sell for 78 cents per bushel and a
crop of 20 per cent less wouldd scll for $1.35,

Since the United States farm price includes many areas where there is
a deficit of potatoes, the farm price 1s somewhat like a retail price. In
surplus areas, the price is more affected by supply than is the average
price in the United States.

The relation of the United States crop to prices at Batavia, New York,
is shown in figure 2 and in table 1. When the United States crop was
20 per cent below normal, prices at Batavia were 54 per cent above normal
but prices in the United States averaged only 35 per cent above normal
P’rices at Batavia do not represent a strictly surplus area hecause Batavia
is su near large cities,

The Minnesota farm prices are shown in figure 3. These fluctuate
shightly less than do prices at Batavia. There are deficit arcas in Minnesota,
so that the average farm price is a mixture of surplus and deficit prices.

If one had prices for such a district as Aroostook County, Maine,
the fluctuations would be even greater,

Rhode Island farm prices give a sug-
PRICE . .
230 - gestion as to how supply aftects retail
. i prices. When the United States crop
was 20 per cent below nermal, the
Batavia prices were 54 per cent above
the average of the preceding five vears,
but the Rhode Island prices were only
22 per cent ahove (figure 4).

Retail prices as reported by the
oz United States Burean of Labor Sta-
tistics hefore 1913 are for the calendar
year, which includes two crop years.
Therefore these prices cannot be re-
lated to the size of the erop. The
writers obtained prices from threc gro-
cery stores in New York City, which,
comibined with the Dureau of T.abor
Statistics scrics, give retail prices from
18%go to date. A United States crop
e 2] 20 per cent below normal was accom-
k!b‘—— pamied by retail prices 6 per cent above

normal.
\ A companison of prices at Batavia,
New York, and wholesale prices at

New York City, is shown in figure 5.
49 70 When the United States crop was 20
PRODUCTION -
P per cent helow normal, the Batavia
YIGURE 3. RELATION OF THE UNITED 3 )
STATES PRODUCTION OF POTATOES TO farm prices were g4 per cent above
THE PURCHAsING powrr oF tur Normal, but wholesale prices in New
MINNESOTA DECEMBER 1 FARM Price, York ity were only 38 per cent ahove
1805-1015 normal.
When the United States production was A con]parison of prices at Batavia.

20 per cent below normal, farm prices in : .
Minnesota were 50 per cent above normal New YOTk, and retail and hotel prices

740

*5s
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TABLE 1. Reration oF Size ofF THE UNiTEp Startes Porato Crop To DECEMDER
Prices, 18p5-1915%

(From table 120)

Crop 20 per Crop 20 per
Locality cent below cent above
normal normal
Per cert that | Per cent that
prices were Prices were
above noriral | below normal
Farm prices, Batavia, New York. ... ..o, 54 30
Farm prices, Minnesota, . ... . e Lo 50 28
Whalesale prices, New York City...oooo o0 . . 38 23
Farm prices, United States. ... oo R e 35 22
Farm prices, Rhode Island ... . 22 15
Retail prices, New York Ciby. ..o oo i e f [

* Batavia prices are for 1897—1915. Retail prices in New York Uity are for the crop year

Octoler to June.
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FIGURE 5. RELATION OF THE UNETED
STATES PROBUCTION OF POTATOES TO
THE PURCHASING MWYER OF DECEM-

FIGURE 4. RELATION OF THE UNTTED
STATES PRODUCTION OF POTATOES TO
THE PURCHASING POWER OF FARM

PRICES FOR TIHE UNITED STATES BER PRICES AT BATAVIA, NEW YORK
{pEceMaEr 1, 18gs-II5),  TOR { 18G7-1015),-AND WHOLESALE PRICES
RHODE 1SLAND (DECEMBER 1, 1805~ IN NEW YORK CITY (:1805-1915)

10T5), AND FOR BATAVIA, NEW YORK
(DECEMBER, 1807-1015)

When the United States production was
20 et cent below normal, prices at Batavia

When the United States crop was 20 per
cent helow normal, prices at atavia were
54 per cent above nurmal, nt whalesabe
prices in New York City woere only 38 per
cent above normal

were 53 per cent above normal,  United

States farm prices were 35 per cent ahove

normal, and Rhode Tsland farm prices were

22 per eent above normal
at New York City, is shown in Agure & and in table 2. In recent years.
1921 to 19260, a crop 20 per ocent below normal would be expected
to sell at Batavia, New York, for 177 per cent above normal. but would
be expected to retail in New York City for onlvy 68 per cent above the
normal price. A United States crop 20 per cent ahove normal would be
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["IGURE 6,
UNITED STATES

RELATION OF THE S1ZE OF THE
I"OTATG CROP TH THE
PURCHASING * POWER D0OF PRICES PAID
PRODUCERS . AT BATAVIA, NEW YORK,
NOVEMBER-MAY, 1020-21 TQ 10925-20
In 1g28, when the United States crop was 22
per cent below normal, the season's average

price received hy farmers at Batavia was $2.16

per bushel
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expected to sell at Batavia for only
56 per cent below the normal price,
but would be expected to sell at
retail in New York City for 21 per
cent below normal,

It is oiten said that the same
amount of potatoes is consumed re-
gardless of price.  When the retail
price at New York City was dropped
21 per cent, an Atnerican crop 2¢
per cent above normal was disposed
of. This does not give the exact in-
creased consumption for those per-
sons whose prices were dropped 21
per cent. Persons eating in hotels
received less drop. Persons living
on farms had more drop.

In one New York City hotel the
price of potatoes remained constant
for the eight years 19IO to IQI7.
Prices were then raised 67 per cent,
and up to the present time (1927)
have remained constant. In another
hotel, prices were constant for the
eleven years 1910 to 1920. They
were raised 14 per cent m 1921, and
again raised m 1926, so that they are
now (1927) selling at 24 per cent
above pre-war prices.!

Hotel prices had no relation to
variations in production. In {fact,
when the supply-price curve was
constructed, it happened that higher
prices occurred with larger crops.
The portion of the population that
ate in these hotels had no means of
expressing its demand at different
prices. Since a constantly increasing
proportion of the population eats
in hotels and restaurants, prices of
farm products nmy be expected to
fluctuate with increasing viclence.
In some of the cheapest restaurants
prices fluctuate to some extent with
supply.

The pre-war relationships of size
of the potato crop in different coun-
tries to wholesale prices, are shown
in figure g and in table 3.

'Canon, Helen. Tndex numbers of a-lacarte
prices of food., Farm economics, mno. 49, p.
798-8n0. Idecember, 19z7.
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FioURE 7. INPEX NUMBERS OF FARM PRICES OF POTATOES AT BATAVIA, NEW
YORK, AND OF POTATOES SERVED IN A NEW YORK HOTEL, OCTOBER-JUNE,
1913-14 TO 1025-20
Yearly variations in supply and in farm prices had no effect on prices charged for
potatoes at this New York hotel
Pire Price
150
3o
26 York ley
-Latavia Fara 140
#
100
¥ iy Fata/ e a—French
P /R R
ALY Ciy Hotel
~a— German
Ny
60 .
&0 100 0 7e
Froduction o oL 5
Fiouge 8. RELATION OF THE UNITED &0 l?j?“at)z/c'?/b'/v 40 170
STATES PRODUCTION OF POTATOES TG ‘
THE CPURCITARING LOWER  OF  THE FIGURE O. RELATION OF THE PRODUCTION
FARM PRICES AT BATAVIA, NEW OF POTATOES T0O THE TURCHASING
YORK, AND THE RETAIL AND HOTEL FOWER OQF WHOLESALE PRICES GF

PRICES AT NEW YORK CITY, 102I-22
TO 1025-20

. A zo-percent shortage in potato prodne-
tion increased prices at Batavia 177 per
cent, but increased retail prices {n New
York City only 68 per cent and had no
effect on prices in New Yerk hotels

POTATOES IN NEW YORK CITY, IN RER-
LIN, GERMANY, AND IN FRANCE

When the United States crop was 2o per cent
below unormal, the New York wholesale price
was 48 per cent above normal,  When the
German potatu crop was zo per cent helow
normal, the wholesale price of eating potatoes
in Terlin was 37 per cent above normal, When
the Trench potato crap was zg per cent below
normal, the French farm price was 18 per cent
above normal
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TABLE 2

Revation or Size oF e Unirer States Porato Cror To Faga, WHOLE-

SALE, AND Rrram Pricks, Ocroner o0 JUNE, 1921-22 Tu §g25-20%

(From table 120)

Locality

Farn prices, Batavia, New Yotk . ... ot
Whelesale prices, New York City . oo i
Retail prices. New York City

Crop 20 per
cent below
normal
Per cent that
prices were
above narmal
77
166G

68

certainty, Lut the principle shown is certain.

* The number of crops sinee the war is not sufficient to determine the shape of the curve with

Crop 20 per
cent above
nurmal

Per cent that
prices were
helow nwrnral
50
45
21

TABLE 3 REeLATION oF S1ZE 0F THE NATioNAL PoTATo CRor 10 WHOLESALE PRICES

{From table 129)

Locality

Crop 20 per
cent helow
normil
Per cent that
prices were
above normal

Crop 20 per
cent ahove
norntal

Per cent that
pn(‘eh‘ were
below normal

New York, October to June, 1895-1015. .. ... ... . ... iveain.. 48 28
Berlin, (etober to June, 1300 TOI5 .. ..o i 37 23
France, ¢rop year, T887—10T4. .ottt i e e 18 13

Before the war, when the United States crop was 20 per cent helow
normal, wholesale prices of potatoes in New York City, October to June,
were 48 per cent above normal. When the German potato crop was 20
per cent below normal, wholesale prices in Berlin were 37 per cent above
normal.  \hen the French crop was 20 per cent below normal, farm
prices in France averaged 18 per cent above normal.

In Europe the farmers are nearer to the consumers. For this and other
reasons, distributing charges appear to constitute a smaller perceniage
of the retail price.  This allows retail prices to Huctuate more with supply
and makes it possible to get rul of a large crop because the consumer
pays a lower price. It is probable also that less change in price 1s required
to affect consumption because food takes a larger proportion of the
income.

From 1902 to 1914, a German potato crop 20 per cent below normal
raised the wholesale price in Berlin 435 per cent, hut ratsed retail prices
only 31 per cent.

['rices of manufacturing potatoes fluctuated more than did prices of
eating potatees (table 129).

EFFECT OF DEFLATION ON PRICE RELATIONSHIPS

Mauy persons cite the changes in wholesate or retail prices ag evidence
of farm conditious. The curves here presented indicate the unsoundness
of such a practice. If farm prices were as stable as retail prices, farming
would be a more stable business. In the present agricultural depression,
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farmers who retail their products and those who sell at wholesale 1 a
deficit area have not suffered so severely from the depression as have
those i1 the surplus areas. The prices in deficit areas include freight and
handling charges. These are so high that the farmer who gets the benefit
of them is protected from competition with surplus centers. For example,
lay in Connecticut and in southeastern New York has continued to be a
profitable crop, but in surplus-producing areas the price is often below
pre-war prices.  The doubled freight rates and handling charges prevented

prices from declining in the deficit areas. _
The effects of inflation and deflation on price fluctuations are shown in
figures 10 to 13, inclusive, and in table 4. When financial inflation occurs,
freight rates and wages respond slowly, so that charges for distribution
remain  relatively small.  Ifarm-price fluctuations are then less than
normal.  When deflation occurs and prices fall, the amount paid to farmers
s such a small percentage of the retail price that a slight percentage
change in retail prices makes a violent change in farm prices.  Before
the war, when the United Stales crop of potatoes was 20 per cent helow
normal, the price at DBatavia was g4 per cent above nonmal, but in the

Frice .
7 Frice

o — ey
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] /*f S71 -1925 :
f/ 9L 1925
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FISURKE 10, EFFECTS OF INFLATION AND FIGURE II. EFFECTS OF INFLATION AND
DEFLATION ON THE RKLATIONSHIP OF BEFLATION ON THE RELATIONSHIP OF
THFE, UNTTED STATES PRODUCTION oF THE UNITED STATES PROIUCEION OF
POTATOES TO THE PURCHASING POWFR POTATOES T{) THE PURCHASING POWER

Q¥ FARM PRICES OF THE RHODE ISLAND FARM PRICE
When the United States crop was 20 per When the Tinited States potato crop was 2o
cent below normal, it caused a  z4-per-cent er cent helow normal in 1015 te 1920, the
increase in prices from 1915 to 1920, but hode Tsland farm price was st per cent
caused a 116-pef-cent increase in prices from alove normal. In the next five years, a
Ig21 to 1925 similar shortage resulted in a price 105 per

cent zhove nornal
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TABLE 4. Errect oF INFLATION AND DJEFLATION oN THE RELATIONSHIF oF DE-
CEMBER 1 FarM Prrces 1o S1ze ov tHe UNrten StaTtEs Porato Crop

(Irom table 120)

Period

Crop 20 per
cent above
normal

Crop 20 per
cent beluw
noral

P:arm prices, United States, 1805-1615
I:arm prices, United States, rois-1920, .
Yarm prices, United States, 1021 1uz3

Per cent that | Per cent that
prices were prices were
above normal | below nerimal

................. 35 22
24 16
............... . 116 47

Frice
32

M
r 198/-1975

+
221
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Fradietion

FIGURE 12, EFFECTS OF INFLATION AND
DEFLATION ON THE RELATIONSIIT OF
TITE UNITED STATES PRODUCTION OF
POTATOES TO THE PURCHASING POWER
OF PRICES PAID FARMERS AT RATAVIA,
NEW YORK
When the United States production was 2o

per cent helow normal from 115 to rg20, the

Datavia price was 119 per cent above normal,

[t the mext five years, a similar shortage

resulted in a price 177 per cent above normal

past six vears a similar shortage raised the price 177 per cent.

R S N S S S
L2 70 00 130 e
Froquction

Froure 3. EFFFCTS OF INFLATION AND
DEFLATION ON THE RELATIONSHIP OF
TITE UNITED STATES PROBUCTION OF
FOTATOES T0 THE PURCHASING PPOWFER
OF TiHE NEW YORK CITY RETAIT, PRICE,
OUTUBER-JUNE, I5I5-16 TO 192021
AND Ig21-22 TO 1925-20
When the United States potato erop was 2o

ver cent below normal fram 1915 to 1920, the

.R.'vw Yark retadl price was 47 per cent above

nomrmal,  In the next five vears, a similar

shortage tesulted in a price o8 per cent abave
normal

Likewise,

a production of 20 per cent above normal hefore the war drapped the price
ahout 30 per cent, but now causes a price reduction of 56 per cent. When-
ever financial defation ocenrs, it results in o great increase in the violence

of price fluctuations.
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INCREASING VIOLENCE OF FARM-PRICE FLUCTUATIONS

Over a series of years, there has been a general tendency for an increase
in the violence of farm-price fluctuations, A crop that is 10 per cent
ahove or below normal causes a greater change in prices than formerly.

This may be due to an increase in the commercialization of agriculture,
a decrease in the flexibility of demand, or an increase in handling charges
relative 1o retail prices. Probably all these and other forces have com-
hined to bring about the result.

The increasing violence of price fluctuations is not merely a result of
inflation and deflation, It is a growing national problem. All the studies
thus far made indicate that even hefore the war there was a steady increase
in the violence of fluctuations of farm prices.

In the twenty-four-vear period 31871 to 1894, a potato crop 20 per cent
Lelow normal tended to raise the United Stales farm price by 29 per cent
(table 5). T the following twenty-one-year period, it tended to raise
the United States farm price by 35 per cent. It now raises farm prices
hv 116 per cent. A similar shortage tended to raise Rhode Island farm
prices in the period from 1871 to 1894, by 19 per cent; in the period from
1895 to 1915, by 22 per cent; and at the present time, by 105 per cent
i figures 14 and 15).
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FIGURE 14, RELATION OF THE UNITED
STATES PRODUCTION OF POTATCES TO
THE PURCHASING POWER OF THE
DECEMUEER I FARM PRICE
When the United States crop was 20 per

FIGURE I5. RELATION OF THE UNITED
STATES PRODUCTION OF POTATOES TO
THE PURCHASING POWER OF THE
RILODE ISLAND FARM PRICE

cent bc_luw normal, the United Staies Prices new fluctuate much mwore violently
fﬂr!{! priees wete 29 per cent above normal t'han formeriy

during the period from 1871 to 1894, With

a_simtlar crop shortage in the period from

1895 ta 1915, prices were 33 per cent above
normal; and in the period from :9z1 to
1923, Prices were 116 per cent above normal
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. . E
TABLE 5. CHaNGEs I8 THE RELATIONSHIr OF DecEMBEk 1 FarM Pricks to TH
S1zE or THE Unitep States Porato Ceop, 1871 To 1803 AND 1805 TO 1015

(From table 1290)

DR — "
Crop 2o per Crop 20 1:"3;
Period cent helow cent abul
normal normi

T’er cent that g .
prices were prives wt

Per vent that
&

shove normal | below woemal
Farm prices, United States. 1871 - (o . o
y 35 22
19 13
22 15

There are two distinct demands for farm products - — the demand for
farm use, and city demand. When the {armer consumed go per «cn
of what he grew, he could use a crop surplus on the farm at any tune
when prices became unsatisfactory.  Since the amount sold was the
amount that affected prices, price Auctuations were relatively small-
When practically all of the product is sold, fluctuations become large
because little or none of the product reachies a consumer at the oW
farm price.

When farmers ate half the potato crop, a low price resulted in a heavy
farm consumption, which prevented the commercial supply from flue-
tuating violently, Now that farmers use a very small proportion of tne
crop, the conmmercial supply fluctuates nearly as much as does production.

When the farmer sells to the consumer, the conswumer's price fluctuates
as much as does the farm price. and a large supply is readily disposed of.
When a large proportion of the population lived in villages, they hought
directly or nearly directly from farmers. The consumer’s price tluctuate
almost as much as did the farm price. ;

Formerly, a large part of the farm products were grown in the vicinity
where they were consumed. As the country developed, certain areas
were found in which it is possible to produce crops more cheaply than 10
other areas. Farming is therefore becoming much more specialized.
This movement makes the centers of production farther from market
than was the case before farming hecame specialized, and hence increascs
the cost of distribution.  Costs of production are heing lTowered by this
process at the same time that the costs of distribution are rising, .

Even if the population had continued to live in villages. the distributing
charges would have increased because of this increasing tendency to
produce crops in regions best adapted to them. Under modern coneditions.
it is cheaper to produce potatoes where the soil and the climate are favor-
able and ship them to the villages, than to produce them near a vitlage with
unfavorable natural conditions,  Such specialization increases the per-
centage of the retail price that is absorhed hy distriluting charges, and
consequently increases the violence in farm-price fluctuations.  Anything
that makes farm prices low relative to retail prices increases the violence
of farm-price fluctuations, because a given percenitage change in retail
price. which is necessary to cause a larger supply to be used, represents a
large percentage of the farm price. The consumer has moved away from
the farmer and the farmer has moved away from the consumer.
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An increasing number of persons are eating in restaurants and hotels,
where prices fluctuate very.]ittlc. Therefare the consumer does not have
an opportunity to express his demands in terms of fluctuating prices.

Processing of food before it reaches the consumer tends to make farm
prices fluctuate violently. _

Consumption of that portion of the supply which is used on the farm
is affected by farm prices, which fluctuate violently.  Consumption of
that portion of the supply which sclls at retail is affected by retail prices,
which fluctuate tittle. Consumption of that portion of the supply which
cells in tin cans is affected by prices of canned goods, which fluctuate
still less. Consumption of that portion of supply that is consumed in hotels
is affected by prices on the Dill of fare, whieh are practically indifferent to
supply.

There appears to be an increasing tendency to keep consumers’ prices
constant, regardless of supply and demand. There seems to he a growing
sentiment favorable to stable retail prices. From 1908 to 19106, the retail
price of milk in New York City remained constant,

Since food now represents so small a part of the cost of living, demand
is less flexible than it was when nearly all of the money went for food.
If nearly all the income is required for food, the consumer must watch
prices very closely and change consumption guickly. If food takes only
a small percentage of the income, prices are less important. Consumers
tend to resist change in their food habits and hence raise prices very high
in case of shortage. They do not increase consumiption to ahsorh a large
crop even though prices drop very low,

Changes in demand are less important than changes in the percentage
of the rctail price that is taken by distributing costs. Retail prices are
not much more affected by supply than they were hefore the war (figure
13). In the period from 19135 to 1920, a United States potato crop 2o
per cent below normal resulted in a retail price 47 per cent ahove normal,
In the next five years it resulted in a retail price 68 per cent above normal.
But the corresponding United States farm prices were 50 and 118 per
cent ahove normal.

Some persons have studied the increasing flexibility of wholesale and
farm prices and have attributed it to changes in consumers’ demand,
Retail prices do not substantiate this view.* Changes in demand have
ome effect, but the result at the present time is due primarily to high
handling charges, The long-time tendency is due in part to increased
nflexibility in demand, but other factors are more important.

Farm prices fluctuate vielently for any product for which distributing
charges take a large part of the retail price. They fluctuate much less for
a product that is distributed at small cost compared with retail prices.

If handling charges are one-half of retail prices, a To-per-cent change
in retail prices results in a zo-per-cent change in farm prices. T{ handling
charges amount to three-fourths of the retail price, a 10-per-cent change
in retail prices causes a go-per-cent change in farm prices.

Any change in conditions that makes distributing charges high relative
to retail prices, causes violent fluctuations in farm prices. Financial
defation lowers prices without reducing distributing charges, and causes

* Effect of the supply of potatoes on farm prices and crep values. U. 5. Dept. Agr., Crops and
Markets, vol. 3, sup, mo. 10, p. 325. Oclober, 1926,
Minnescta potate market letter, vol. 3, no. 2. “December 6, 19z6.
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violent fluctuations in farm prices. Even in a period of deflation, any
product that retails at a price that is more above previous retail prices
than distributing costs are above previous distributing costs, has relatively
small price fluctuations.

Financial deflation increases the violence of farm-price fluctnations.
Freight rates and handling charges remain high, and represent such a large
part of the retail prices that any given change in retail prices which is
necessary to dispose of a large supply represents a very high percentage
of the farm price. One of the serious effects of financtal deflation is the
increasing violence in farm-price fluctuations. For the 1924 crop year,
potatoes retailed in New York City for $1.74. Batavia farmers reccived
39 cents. In the following year retail prices changed to $3.66 and Batavia
farm prices changed to $2.10, or increased more than five times when
retail prices doubled.

One factor tending to stabilize prices is the increasing availability of
supplies from distant areas, which may have had more or less favorahble
crops.  For some commodities, this offsets the other factors. 1or many
commiodities, there is an increase in the violence of fluctuations of farm
prices.  There can be an increased stability in such a large center as
liverpool or New York due to drawing supplies from many countries;
andd at the same time an increased instability on farms, because of
increasing commercialization of agriculture and high handling charges.

Fating in restaurants, stabilized retail prices, increased use of package
goods, commercialized agriculture, specialized farming, living in large cities
rather than in small villages, all tend to make farm prices fluctuate
violently. Every step in agricultural progress and urban growth increases
the violence of farm-price fluctuations. The rapid progress in farm
efficiency in America is making this problem a national question,

EFFECT OF SUPPLY ON TOTAL VALUE

Before the war, a potato crop 20 per cent below normal would have
sold at 135 per cent of the normal United States December 1 farm price.
The total crop would have brought 8o per cent of 135, or 108, or would
have brought $108 for each $100 received for a normal crop.

A crop zo per cent above normal would have brought 78 per cent of a
normal price, or $04 for each $100 brought by a normal crop. A small
crop brings more money than does a large crop.

In surplus areas a small crop brings much more than does a large one.
At Batavia, New York, for each $100 brought by a normal crop, the small
crop would have brought $123 and the large crop $84 (table 6). With
the large crop the farmer had to dig and handle one-third more potatoes
for two-thirds as much money.

TABLE 6. ReraTion oF ProvucTioN ofF PoTatoEs 1N THE UNITED STATES TO ToTraL

VALUE oF THE Crop AT Batavia, New York, Farm Prices

Value of crop

Value of

Value of crop

Period 20 per cent normal erop 20 per cent

below normal above normal
18071015 . .... P 123 100 84
IOTS—I020. . e e I75 100 64
BOZL-L025 . o cnae b tems e nane e 222 oo 53

——
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In the period from 1921 to 1925, a United States potato crop 2o per
cent below normal made Batavia prices 177 per cent above normal, whereas
a crop 20 per cent above normal sold for 44 per cent of the normal price,
['or each $1o0 brought hy a nonmal crop, the small crop would have
brought $222 and the large crop $53. Two-thirds as many potatoes
hrought four times as much money.

If the yield at Batavia bore the same relationship to normal vields
that the United States crop bore to normal yields, these comparisons
would indicate the approximate comparative cuauntities of money that
farmers received. :

Where potatoes are high in price there is a tendency to use smaller
quantities for seed and for use by farm families. There are no data
indicating whether a larger or a smaller percentage of a small crop is sold.

FFarm prices Auctuate nuch more violently now than formerly.

The smaller the percenlage that the farm price is of the retail price,
the more violently does the farm price fluctuate with supply.

The less the conswners’ price {luctuates, the more violeutly does the farm
price fluctnate.  The consumers’ price may fluctuate less violently
hecause of the tendency of retail prices to become constant, or because
of the tendeucy to eat in restaurants and hotels. Package goods also
tend to make retail prices constant.

Before the war, a Jarge crop of potatoes in Rhode Island brought more
dollars than did a small crop (table 7). At the present time, the small
crop brings more, but there is much less variation than in a surplus area.

TABLE 7. Rerartion ofF ProvtieTion of PoTaTors IN THE UNITED STATES To VaLUE
or THE Cror AT Ruone [scaso Fawvs T'rices

) Value of crap
Period 20 per cent
below normal

Value of crop
20 per cent
ahove normal

Valoe of
nornal CTON

1870 1804

a5 160 104
1R05-1015 . . o8 100 TO2
1935 1920 . 121 130 G0
1021-1925. . ... ... ThH4 190 77

In many parts of Europe, famuers are so ncar the conswmners that
conditions are similar to Rhode Tsland conditions,  In such regions, price
stahility leads the farmer to give more attention to production.  Since
he has a fairly dependable price, he can use more fertitizer and give greater
care to his crop.

With any given average income, the nearer uniform {rom year to year,
the more highly will agriculture be developed.

RELATION BETWEEN FARM, WHQOLFSALE, AND RETAIL PRICES

For the last seven years, prices paid to farmers for potatoes at Batavia,
New York, averaged 92 cents. Wholesale prices in New York City
averaged $1.27, and retai! prices $2.39. It cost 35 cents to get potatoes
from the Batavia receiving station through the wholesale channels in
New York, and cost $1.12 more to get them from the wholesale to the
retail buyer.

The amount received by the farmer was 9z cents and distributing
charges averaged $1.47.
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TARLE & Rreraib anp WHoLEsALE Prices or PoratoEs aT New York CiTy ano

on Baravia Farms ruor THE Crop YEAR, OCToBER TO JUNE* 1013-14 TO 1025-20

Spread
. New York New York Batavia, hetween

Crop vear City City New York, New York

retail whuolesale furm retuil prices

prices prices prices anid Butavia

farm prices
JYLL -1, $1.38 $0.51 $0. 390 $0.99
112 2.0 I.06 1.0 1.03
rarz-13. 1.44 0.62 9. 47 v.97
I9L3—4. 1.50 o. 78 Q.65 0.55
I9T4=I5.......... 1.13 0.47 Q.29 ¢ 85
101510 1.68 .03 a.30 0.79
tuth-17.. 3.30 2.38 z.32 1.04
1917 18, 2,22 .29 0,83 1.39
918-19,, 2.52 .2y 1.03 1.49
I[O1G 20. 4.20 2.84 2.35 1.01
I0ZD-21 2.10 0.9 9.35 I.55
1021 -22 2,946 1.16 .98 1 48
vz -2} I.g2 0,01 9.60 T.32
1023-24 2.22 .o $.71L 1.51
19z 25 .74 a.70 .39 1.35
1025 -20 3.00 2,38 2.16 T.350
(92627, 2.64 1.60 1.03 1.61

|
!

* The l- ltz‘u—ld pru:t:, are fnr ihe elght mnnlhq {}ctoler to '\Ia)

For the five years 1910 to 1914, retail prices averaged $1.50 and Datavia

farm prices 56 cents.

Bolawia Frice,

700 [0
New York Wholesale Frrce

FiGURE 16. RELATION OF THE NEW YORK
CITY WHOLESALE PRICE OF POTATOES TO
THE BATAVIA, NEW YORK, DECEMBER
FaRM PRICE, 1807-1015
In the period from 187 to ig15, a 20-

cenit change in wholesale Erlces in New l‘k
City caused a 2g-per-cent change in farm prices
at DBatavia. At the present {ime a similar

change in wholesale

rices causes a 33-per-cent
change in prices at

atavia

it then cost 94 cents to get potatoes from the

Batavia farmer to the consumer. It
now costs $1.47.

In 1924, {armers received the same
price that they did in 1911, but retail
prices were $1.74 in 1924 and $1.38
in 1910 (tahle ).

How to farm intelligently when
prices may be 39 cents a bushel (as
they were in 1924) or $2.16 (as they
were in 1925), is a problem in higher
mathematics.

From 18g7 to 1915, a 20-per-cent
change in New York City wholesale
prices was, on the average, accom-
panied by a 2g9-per-cent change in
prices at Batavia (table g},

From 1921 to 1926, a 20-per-cent
change in the New York City retail
prices was, on the avcrage, accom-
panied by a 38-per-cent change in
New York City wholesale prices, by
a 4o-per-cent change in the United
States farm prices, and by a 62-per-
cent change in farm prices at Ba-
tavia, New York (table 10).

In the period from 1874 to 1894 a
20-per-cent change in wholesale prices
in New York City was accompanied
by a 13-per-cent change in United
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TABLE ¢, REeratioNn oF FaArM Anp WHOLESALE Prices oF Porarces, 18¢97-19I5

o i , o . .
Per cent change in New York City Corresponding per cent change in
wholesale prices compared with farm prices at Batavia, New Yurk
ﬁve-}'ear average
20 29
40 57
6o 86

TABLE 10, ReLATION oF FarM, WHoLESALE, aANn RETAIL Prices oF DOTATOES,

1021-1920
Corresponding per cent change in
Per cent change in New York City retail prices New Y T

compared with five-year ai’erz\ re r New Vark tted States Batavia,
pa ¥ & City United Btates New York
whulesale farm prices farm prices
prices i i

38 40 02

70 a1 125

(517 I, e et a e a e . 114 121 311

TABLE 11. ReratioNn oF FarMm AND WiHoLESaLE Pwices oF PorAToEs For THREE
Periops, 1874-1804, 1805-1015, AND 1921-22 TO 1925-20

Corresponding per cent change in

Per cent change in New York wholesale prices United States farm prices

compared with five-vear average - -

3 16 21
26 a2 13
39 47 64

States farm prices, and in the period from 1921 to 1925 by a 21-per-cent
change (table 11). This shows the general principle of increasing vio-
lence in {farm-price fluctuations.

The reason for the present violent change in farm prices when there is
only a small change in retail prices is that handling charges constitute such
a lugh percentage of the retail price. Preight rates remain exactly the
same, and most other handling charges remain about the same, regardless
of retail prices. Since farm prices are low compared with handlimg
charges, they are low compared with retail prices, and a small change n
the large figure (retail prices) canses a large percentage chauge in the
small figure (farm prices).

EFFECT OF SIZE OF THE POTATO CROP ON RELATIONSHIPS OF FARM, WIHOLE-
SALE, AND RETATL PRICES

In ten vears when the United States potato crop was large compared
with the crop of the preceding five years, the price paid to farmers at
Batavia, New York, was 37 cents per bushel. In eleven years when the
crop was sma'l, the price averaged 60 cents. Wholesale prices in New
York City for these vears were 4y and 73 cents, respectively (table 12),
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TABLE 12, Revarion or S1ze oF THE UNniteEn States Poraro Crop 10 DECEMEBE:

PricE PER Brshur, 1895-1915%

Eleven small Ten large Difference
crops crops
Batavie, New Yark, farm price $o.%60 $o.37 %0.23
United Srates farm prices 0.62 0.45 0.17
Isbonet farm pri o #7 0.08 Q.10
o ATl prices 0.08 0.93 0.05
New York Crty wholesale prices. oo oo oo e 0.73 Q.49 0.24
New Yook City retadl prices .. oo oo e b.27 1.16 a. 11

It cost 12 cents to get 37-cent potatoes from Datavia into the wholesale
market of New York City, whereas it cost 13 cents to get 60-cent potatoes
through. The handling charges were practically the same regardless of
price.

To get 37-cent potatoes from Batavia to the retail buyer in New York
City vost 79 cents; but it cost only 657 cents to get 6o-cent potatoes through.
When potatoes are high the retaler cuts his margins and makes less profii
than usual. When they are cheap he makes more profit than usual.
because lie receives a wider margin and sells more goods.

From the producer to the New York wholesaler, the spread was 1
cent more for cheap potatoes than for high-priced ones.  From the whole-
saler to the retail buyer, the spread was 13 cents more for cheap potatoes
than for high-priced ones.

It is often said that when farm prices drop, the consumer does not get
the henelit of the decline.  He gets a part of the benefit but not all. When
putatoes rise mn price, the cousumer does not pay the full increase. For
twenty-one vears the average spread between Batavia farm prices and
New York retail prices was 73 cents. T this {s assumed te be the neces-
sary margin, then the margin when the crop was large was 6 cents more
andl in addition the distributors had the profit from a large volume of
husiness,  When the crop was small, the distributors received 6 cents less
per bushel and handled fewer potatoes,  Retailers recognize the fact that
it ts difficult 1o make a profit when priees are high, This is the time when
the consumer imagines that the retailer is making an excessive profit,

Potatocs are shipped into Georgia, so that the farm price is essentially
a retail price and is cven less flexible than retail prices in a large city.
It is to be expected that retail prices in small communities in deficit areas
will he less flexible than retail prices in large communities. The smaller
the units to be assembled, the greater is the cost of assembling.  The
smadler the amount (o be distributed in any geographic area, the greater
is the cost of distribution.  The most difficult market to reach is a farm
market in a deficit area,

When the United States potato crop was small, the average United
States farm price was 62 cents, while the Georgia farm price was 8 cents.
When the United States price was g5 cents, the Georgia price was 3 cents.
It costs mmere to get & cheap United States hushel of potatues to Georgia
than a high-priced bushel.

All of the preceding data are for prices before the war.

At the present
time farm prices fluctuate more violently than formerly.

In seven of
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the past fourteen years, when the potato crop was small, the Batavia farm
price averaged $1.48 and the New York retail price averaged $2.79 (iables
13 and 13). In seven years when the crop was large, the Datavia price
averaged 63 cents and the New York City retail price $1.98. It cost $1.35
to get a bushel of cheap potatoes from the farmer to the consumer, and
$1.31 to get a high-priced bushel through.

TABLE 13. RELATION oF THE S1zE of THE UNITED STATES PotaTo CRor To Farm
Prices AT Batavia, NEw Yore, anp WHOLESALE Prices AT NEw York CITY,
OCTOBER-JUNE, 1013-14 To 1020-27

Seven small Seven lurge Tifference
craps crons
Wholesale prices, New York Cilv. . ... ... ... .o $1.75 $0.00 $u_70
Farm prices, Batavia, New York ... .. .. ... ... .. 148 .63 0.85
Iifference. . ... o $0.27 $0.33 J

TABLE 14. Reramion oF THE SI1zE oF THE U'NI1TED STATES Poraro Uror to Farm
RETAIL DPricEs, OCToRER-JUNE, 1913-14 TO 1920-27

Seven small Seven large Difference
crops ctops
Retail prices, New York City. .. ..o oo $2.70 Stood 30 81
Farin prices, Batavia, New York. . . . ....... ... ..... .48 0.03 u.R5
Difference. . .. .. ... .. ... . $r.31 $1.35

Repeated illustrations of this principle will he shown later in this
Lulletin for other farm products. For some farm products, the spread
Letween the farm and the retail price is greater when the farm price is
high, but usually the results are as here shown. Farmers have realized
this situation, but most other persons have assumed that a large part of
the charges between the farmer and the consumer were percentage in-
creases, so that the retail price varied with the farm price.  Apparently,
it costs more to get a cheap bushel brought to the consumer than to get a
high-priced bushel through, Probably the explanation of the problem is
in the difference between a “Duyers’ market” and a “sellers’ market.”
When there is a large supply it is more <ifficult for the retailer to sell.
He knows that all wholesalers are anxious for his husiness and there is
no hurry to buy. He will not bhuy except at a low price. The country
buyer has difficulty in selling. He knows that the farmers have a large
supply and is reluctant 1o buy except at a very low price.  The farmer
finds difficulty in seliing hecause wherever he turns he is met by the same
indifference.  Sometimes no one will buy at any price. -

If there is a short supply, the country huyer is eager to get the farmer’s
crop. hut the farmer does not need (o take the first offer.  DPlenty of other
buyers want the crop.

EFFECT OF PRICES ON ACRES OF POTATOLES PLANTED

Crop cstimates of the United States Department of Agriculture are
reliable as to the condition of the crop and the resulting yield per acre,
The estimates of acreage are less reliable. llowever, comparisons over
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a serics of years before the war indicate that the potato acreage of the
United States tended to change about 1 per cent for every 10-per-cent
change in the farm price (table 15).

‘TABLE 15. RELATION 0oF PERCENTAGE CHANGE 1n FarRm Prices oF POTATOES
CoMParep WITH PRECEDING FIVE YEARS, 10 PerRCENTAGE CHANGE 1IN ACREAGE
THE FonLowixg YEar, 1895-1911

' Per cenl rhange 1 Per cent change

Per cent change in United in United States Per cent charge in Minnesota in Minnesota
States farm prices acreiye the arm prices acreayge the

following year [ollowing year

4

T
I1
14
¢

(=l Rt

When the farm price doubles, the acreage may he expected to increase
Io per cent the following year. At the present time changes in acreage
and in prices are all much more violent.

ACRES
)
. —
s ? s 0—s
00 ,FL——— =
. ® . *
&0
EL_N_L_*L___L,_-LM_,J"\‘]_/\JM\J\F“,-\,JM‘L._;J\#_L,\_
50 100 50
PRICES

FiGure 17. RELATION OF THE PURCHASING POWER OF THE UNITED STATES
DECEMRBER I FARM PRICE OF POTATUES TO THE UNITED STATES ACREAGE OF
POTATOES IN THE FOLLOWING YEAR, 1805-10T1I

On the average, a jo-per-cent change in the United States farm price of potatoes results
1n a §-per-cent increasc in the acreage the following year

Since weather is the dominating factor in production and prices, the
effeets of price on acreage and of acreage on price are obscured.

Much of the planted aereage is not commercial.  Prices therefore have
considerably greater effect on the commercial acreage than on the total
acrcage.  No figures are available for a strictly commereial area, hut a
doubling of the farm price in Minnesota is, on the average, accompanicd
hy an 18-per-cent increase in acreage.  The acreage in commercial areas
15 more responsive to prices than is the t{otal acreage, and much more
responsive than the acreage in deficit areas.

These hgures do not represent the full effect of price on acreage. Fow
farmers expect that a high price will be fully repeated in another year.
It it were known that prices would continue to he 20 per cent ahove prices
of the preceding five vears, a very great increase in acreage would occur.

The acreage fluctuates more in a4 commercial than in a noncommereial
area (figure 18}.
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FIGURE IB. RELATION OF THE PURCHASING POWER OF THE MINNESOTA AND THE
ILLINOIS FARM PRICE UF POTATOES TO ACREACES IN THE VOLLOWEING YEAR, I805-1911

Illinois produces few potatoes and the acreage does not change with prices. In Mianesotz
a SO'E\CI‘-CEnt Ineyease In price T(‘.Sl‘lltS I AN AVCrdge MnNCrease (}f o per cent n acreage

In a commercial area far from market, prices fluctuate more than in a
commercial area ncar market. Therefore, acreage fluctuates more in
areas far from market.

. 1 erop yields per acre were normal, a change of 1o per cent in acreage
resulting from a 1oo-per-cent change i the United States farm price
would have reduced farm prices .

in the following year hy 12 per fé;c"’
cent hefore the war and by 28 per

cent now.

SWEET POTATOES

The effect oi prodonction on the
price of Irish potatoes and of sweet
potatoes 1s shown in figure 19. g
Prices of sweet potatoes are less
influenced by the United States I
crop than are prices of Irish pota- r
toes, Before the World War, when
the sweet-potato crop was 10 per o0
cent below normal the United States
farm prices were 8 per cent above I
normal ; when the Irish potato crop
was 10 per cent helow normal, the
United States farm prices were 15

o
o Sweet

<
~ Fotatoes
-~

per cent ahove normal, €0
HAY
EFFECT OF SUPPLY OK PRICKS
Hay prices are less affected by 60 T T T 170
supply than are the prices of pota- PRODUCTIZN

toes.  Before the war, a United

. "IGURE 1. SLATION  OF T INITE
States crop of hay that was 20 per Froure 19. RELATION o©OF THE UNITED

STATES PRONUCTION TO THE PURCHASRIXNG

cent below normal sold on farms POWER OF TIIE UNITED STATES DECEMRER T
fO}' 17 per cent above the normal FARM _FRICE OF IRISH POTATOES {1895—
price. The New York hay crop sold ~ 1955) AN OF sweer potators. (1904-
for 23 per cent above the normal o 19 4f i . endl

. TICES O rish potatoes fluctuate motre violently
price (tab]e 16 and ﬁgure 21)- than do prices of sweet potatoes
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TARLE 16, EFrect oF Size or THE UNITED STaTEs Hay Cror oN DeCEMBER FARM
PricEs IN NEw York axp 1N GEOrGIA, 18751013

(From table 129)

Czop Crop
Locality 20 per cent 2¢ per cent
below normal | above normal

Per cent that | Per rent that

prices were prices were
above normal | below normal

New York........... . . . 23 16

{eoryia, . .
Fruce
%0
3 .
- \
r' L ]
B D
. .
r ‘ ¢
i ) N1 * "
— .. N
100 o0 l——.' 5%
o
- 0
3 . - '... -
.e .
] . [ ) 7 -
7o
L_,.AML«-*NL,MW :
50 70 o 30 160 C 100 30 160
Froduction Froduction
FIGURE 20. RELATION OF THE UNITED FiGURE 21, RELATION OF THE UNITED
STATES PRODUCTION OF HAY TO THE STATES PRODUCTION OF HAY TO THE
FPURCHASING POWER OF THE UNITED PURCHASING POWER OF THE NEW
STATES DECEMDER 1 FARM PRICE, YORK DECEMBER I FARM PRICE,
1875-1913 1875-1013
When the United States crop was 2o per When the United States crop was 20 per
cent Lelow nurmal, the United States farm cent below normal, the New York farm price
price averaged i1y per cent above normal was 23 per cent aliove hormal

Retail prices of hay are not available, but the Rhode Island farm
price approximates a retait price. The farm price of bay in Georgia is
also approximately the same as a retail price, as hoth of these are (ILﬁClt
arcas.  Hefore the war, a crop 20 per cent helow normal sold for
23 per cent above normal en New York farms, but for only 3 per
cent above normal on Georgia farms. Similarly, a crop zo per cent
above normal cut the price on New York farms 16 per cent, but cut it
only 7 per cent on Rhode Tshnd farms and 3 per cent on (;cm gia farms.

A part of New York State is in a deficit area. In southeastern New
York, farm prices vary about as they do in Rhode Island. I prices were
available for the surplus areas, the fluctuations would be much greater
than those here given. A crop 20 per cent below normal probably raised
the farm price in the vicinity of Ithaca, New York, by about 35 per cent.

Prices in New York City for different grades of hay all appear to vary
about equally with the total crop (table 129, page 107).
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EFFECT OF SUPPLY ON TOVAL VALUE

Before the war, when the United States praduction of hay was 20 per
cent below normal the United States crop was worth 2 per cent less than
the normal total value at New Price
York farm prices; and a crop 20
per cent ahove normal was worth )
1 per cent more than the normal
total value. In surplus areas a
large crop  undoubiedly  brought
less money than did a small crop,
hut the difference was much less
than for potatoes. Such a large
proportion of the hav is consumed
on farms that a small percentage
increase in farm use which accom-
panies low prices will dispose of a
targe part of the surplus. The
possihility of carrying over a part
of the crop also prevents the flue-
tuations from heing as violent as
in the case of potato prices.

since farm prices fluctuate vio-
lently with supply, the portion of
anv erop that 1s used on the farm
obtaing the full henefit of the drop
in farm value, Farm consumption
is increased accordingly, Since re- FICURE 22, RELATION OF THE UNITED

i 1 STATES PRODUCTION OF HAY TO THE PUR-
’ s ) ~ o
tail prices fluctuate wuch less, the CHASING POWER OF DECEMBER I FARM

160 -

— Gfoﬁc;l; J—

W}"ﬂa

Froguction

—tt
5¢ 4

portion that is marketed receives PRICES IN NEW YORK AND 1N GEORGIA,
the henefit of only the small drop 1875-1013
in City 1)TiCCS. Consumption in When the United States production was 2o per

311 H H cent helow normal, the New York farm price was
ciies 15, iherefore, El'leEﬂSﬁ‘d 01'11}’ 23 ;l("l‘ cent ahave norinal but the Geiirgi?‘ farm
” o N N - _ price was only 3 per cent above normal. Georgia
1‘110(](‘1’&[’&]} ' the highE'l the per ships in Iarge squantities of hay. The price is
centagc of the CYO}) 1"]1&[’1((.’“.‘(1, thc s largely made up of {freight rates and handling
- ol h i H charges that the size of the United States crop
more violent are the arthl-pric€  pag lietle effect on fartn prices in Ceorgia

fluctuations.

EFVECT OF SIZE OF THE LAY CROP ON RELATIONSHIPS OF FARM AND
WHOLESALE PRICES

Before the war, considerahle quantities of hay were shipped from New
York to Rhode Tsland. With a targe crop of hay the Rhode Island farm
pricc was $7.12 more than the New York farm price (tahle 17). With
a short crop of hay the Rhode Tsland farm price was $5.63 nore than the
New York farm pricc.  Apparently it cost more to get $10 hay from
New York farms to Rhode Island farms than to get $t3 hay there.

Considerable hay is shipped irom Ohio, Indiana, and Tilineis to various
southern States. Comparative prices of hay in Georgia and Ohio are
given m table 18. In short-crop years the difference between Georgia
and Ohio farm prices was $3.54 per ton, whereas the difference in large-
crop vears was $5.04. It cost more to get hay worth $8.80 from Ohio
to Georgia than to get hay worth $11.53 through the channels of trade.
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TABLE 17, Rersamon oF Size oF Tue UNrrep States Hav Cror vo JJECEMBER 1
Farm Prrces, 1874-10i3

Lacality Twenty small | Twenty large Difference
crops crops
Rhmk Istand . $18.604 $17.3% $r.20
New Y urk . e e e e . 13.0L 10.23 z.78

TABLE 18, Rewation oF Srze oF Usitep States Hay Cror 1o Devemuper 1 FArRM
Puices oF Bay v Groreia anpg Qo 1874-1():1

Locality Twenty small | Twenty large Ditlerence
crops CTups
GHEOTIEL e it e e e $15.07 $13.84 $r.23
LT IL.53 5.80 z2.73
Differenve . - ... .. e $3.54 85,00 | cieeiiiiiiion

The same principle is shown when the prices in Hlinois and Georgia
are compared (talle 19),

TABLE 19. Revation oF Size o Uniter States Hay Cror 1o Decespeek 1 Farn
Prices oF Hay IN GEORGIA AND JLLINOIS

Locality Twenty smadl 1 Twenty lare Dhffcrence
crons <rons
Gieorgia §15.07 $13.84 $1.23
Mhnms, 10.13 7. 47 .06
Difference ... ... ieenennn.. N $1.04 56.37 .............

EFFECT OF PRICES ON ACRES OF ITAY

The price of hay last year and the year before are about equally im-
poriant in their effect on the acreage of hay in New York State.’

B (iross ann Mourtieny CorreLation ReTwEEN THE New York Price oF ITay anp 1z New Yorx
Ackeact tHE ForLowinG Yrear, 18o7-1912
X; = llecember 1 New York {arm price of hay in the y year:
Xe= December « New York farm price of hay in the followlng‘ or v -+ 1, vear;
‘(3»“(((!’"'1(_‘1‘ 1 New York farm price of hay in the second fnl]awmg, or ¥ + a, year;
Xy - the New York acreage of hay in the third following, or y + 3, year.

(Gross correlations Muitiple cortelation,

rie=-0.023
rg=-0,548 Ruz=0.74
Tas -0, 520

Prx Cent Thiat New Yorx AckEack oF Havy Is DeterMinen ny Decedser 1 New Yorx Fare
1ce of Hay 1w TRE THreEe Precepisc YEans, 18g7--1912

Farm price Per cent defermination
Preceding vear, Xs. ... ........ i et e e it a ety e 25.4
Second vear preceding, Xz, .. ......... s e e b 29.2
Third year precediog, X1......... P . [ Pewes o,t

Total......ovoiininnt et e bierearam et 54.7
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On the average, a 30-per-cent change
in the December 1 New York farm
price of hay hefore the war, changed
the acreage 2 per cent the following
year and 2 per cent two years later
(tables 20 and 21). The combined in-
fluence of a jo-per-cent change two
years in succession resulted m a 4-per-
cent increase in acreage {table 22).
Undoubtedly the acreage change would
have been much greater had it not heen
for the fact that farmers have learned
by experience that weather has much
more influence than has acreage on pro-
duction and prices.

RELATION OF PRICES TO IMPORTS
OF HAY

From 1895 to 14913, when United
States farm prices of hay were 20 per
cent above normal, imports were 82
per cent above normal (tuble 23).
I'rices 20 per cent below normal re-
duced imports by one-half. Many other
factors affect imports, so that in any
given year the cftect of prices may be
obscured.

The total imports of hay are very
small in proportion to the United
States crop, but are a large proportion
of the commereial hay in New York.

Location of supply is extremely im-
portant on price.  An addition to the
United States hay crop equal to the
wiports,  hut  scattered  uniformly
throughout the country, would have no
appreciable effect on price becanse
large part of it would be scattered on
farms where it would have no effect on

IMPORTS
4 [ J
600
™
®
®
30
[ ]
[ ]
10
; e
*
[ { T M
70 100 /30
LPRICE

Fioure 23. RELATION OF THE PUR-
CHASING POWER OF THE UNITED
STATES DECEMBER | FARM TRICE
OF HAY TO IMPORTS OF HAY INTO
THE UNITED STATES, 1805-1013
When the price is low, imports are low.

Conversely, when prices arve high, imports

are high

purchases or sales of hay. Such a supply haled and in the channels of
tricte might have a material effect on prices.

APPILIES

. The relation of the United States apple crop to wholesale prices of
sixteen varieties at New York City is shown i figure 23, The demand
tor apples is more elastic than the demand for potatoes. Before the war.
4 United States crop of potatoes that was 2o per cent Delow normal sold
at wholesale in New York City at 48 per cent above the normal price.
A 20-per-cent shortage of apples resulted i a 17-per-cent rise in the
wholesale price of apples at New York City. Probably a 10-per-cent
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TABLE 20. Errect oF CHANGES 1N DECEMBER 1t NEW York Farm Price or Hay
oN THE Nkw YORK ACREAGE THE FoLLOWING YEAR, ELiminatinG THE EFFECT
oF Prices Two Years Berorg, 18p7-1g12

Per cer.t change in farm price Corresponding per cent change
in acreage
Io 0.3
‘ 20 1.5
30 2.3
40 3.0

TABLE z1. Errect oF Cuances 1N DrcEMpER 1 New Yorx Farm Price or Hay
oN THE NEW YORK AcCreacE Two Years Latex, Eumivaring THE Errecr
oF Prices THE PrECEDPING YrAR, 1Bo7-1912

Per cent change in farm price Corresponding per cent change
m acreaye
10 0.6
20 1.3
30 1.9
40 2.6

TABLE zz. Yrrect oF CHANGES IN DDEcEMBER 1 NEw York FarM Price oF Hay
ForR Two PreCEDING YEArS oN THE NEW YorRK ACREAGE, 18y7-1912

Per cent change in farm price Corresponding per cent chaoge
in acreage

10

1.4
20 2.8
30 4.2
40 5.6

TABLE 23. Retation of Tee Decemerr 1 Unitep StatEs Farum Price or Havy
to THE IMporTs oF Hay 1nTo THE UniTEn StaTkEs, 1895-1013

Per cent change in price Per cent change in imports
-30 60
-20 52
_ta ~29
+ro + 217
+ 20 +82
+30 +137

drop in the price of apples stimulates consumption more than does a
to-per-cent drop in the price of polatoes. Conversely, a T0-per-cent
advance in the price of apples curtails consumption mwre than does a
1o-per-cent advance 1n the price of potatoes.

Curves for individual varieties indicate that prices respond to siz
of crop to about the same degree for each variety. There seems to be a
tendency for Greenings and Baldwins to fluctuate more violently than the
average for sixteen varieties.
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As in the case of all other farm products for which the retail price is
now low compared with handling charges, price fluctuations for apples
are more violent than before the war,  Since the war, a given variation
in size of the apple crop has caused nearly twice as much percentage
vartation in the wholesale price of apples in New York City as was caused
by a similar crop variation before the war,

Prices of cider apples fluctuate more violently than do prices of other
apples, as indicated in figure 235, When there is a large apple crop, the
price of cider apples is just enough to get a part of the apples hauled
from the orchard to the vinegar factories (table 24 and figure 25).

Fricg Fruce
.4

N
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7 2z
N .
N . -
Al 1 L. LR Al A .J
Pt BTSN WU SRS BRI | - " (7] 56 Mo
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& K4 100 Fa /) s Frodix fne
Froduction
FIGURE 24. RELATION OF THE UNITED FIGURE 25, RELATION OF THE UNITED
STATES PRODUCTION OF APPLES TO STATES TROBWUCTION OF APPLES TO
THE PURCHASING POCWER OF THE THE PURCHASING POWER OF FARM
AVERAGE AUGUST-JUNE WHOLESALE PRICES OF CIDER APPLES AND QTHER
PRICES OF SIXTEEN VARIETIES IN APFLES TN NIAGARA COUNTY, NEW
NEW YORK CITY, I1804~IQI4 YORK, 19I3-1925
When the crup was zo per cent below When the Ulnited States crep was 2o per
narmal, the New York City wholesale price cent helow normal, cider apples in Niagara
of sixteen varieties of apples was 17 per County were 22 per cent above normal and
cent above normal other apples were 12 per cent alove normal

TABLE 24. Errect oF S17E oF ThE Unttep States Avink Cror oN Prices Main Tu
Fruit Growers 1N NEwsane Townsiie, N1acara County, New Yorg, 1013-1yz25

(From iable 129)

) Crap 20 per cent Crop za per cent
Kind below noemal above normal
Per cent that prices | Per cent that prives
1
were above narmal were below normal
Fating apples... .., . P 12 9
Cider apples ..., ... ..o 0 N 22 15

The price of apples fluctnates more violently than does the price of
h;manas.. Retail prices for bananas are not available. If they were in
proportion to wholesale prices, a given change in the price of bananas
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TABLE 25. ReLATION OF S1ZE oF THE UNITED STATES APPLE Cror 10 DECEMBER
Farar Prices, 1910-1925

Locality Nire small crops | Seven large crops Difference
Rh;)(lc Tsland . ... i e e $r.07 $o.92 o $o0.15
New YorkK. oot e e et o.84 0.6 0.20
Difference. . .o e $0.23 $0.28 L ... ... ‘-*
T
Frice

-~
‘h\
| = Do
%
IS
E7 o0 730 - 160
Frodurtion

Fiure 26. RELATION OF UNITED
STATES NET IMPORTS OF BANANAS TO
THE PURCHASING POWER OF WHOLE-
SALE PRICES OF “JAMALICAS” IN
NFEW YORX CITY, AND RELATION OF
THE UNITED STATES PRODUCTION OF
API'LES TO THE PURCHASING POWER
OF WHOLESALE PRICES 0OF SIXTEEN
VARLIETIES IN NEW YORK CITY
When the imports of bananas were 2o per

cent below normal, whalesale prices in New

York City were o per cent above normal.

When the United States production of apples

wits 2o per cent bheluw  normal, whelesale

prices of apples were 17 per tent above
normal, Possibly  the demand for bananas
is more flexible than the demand for apples

would affect consumption more than
would a similar change in the price
of apples (figure 26),

A comparisen of New York and
Rhode Island farm prices is shown in
table 25. As in all such cases, the
Rhode TIsland farm price is much
more stable than the New York farm
price.  When the crop was large,
apples worth 64 cents on New York
farms were worth g2 cents in Rhode
Island. The difference is 28 cents.
When the New York price is higher,
the difference is less. The surplus
depresses prices in producing centers
so that it costs more to get cheap
apples to the market than high-priced
ones.

PEACHES

From 1915 to 1625, when the United
States crop of peaches was 2o per cent
below normal the price was 7 per
cent above normal. When the crop
was 20 per cent above normal the
price was 5 per cent helow normal.

The monthly price of peaches
different areas is influenced more by
the size of the crop in the differcnt
areas than by the United States
production.

When the Georgia cruop was 20 per cent helow normal, the July job-
hing price of peaches at New York City was ¢ per cent above normal.
When the crop was 20 per cent above normal the price was 7 per cent

below norinal.

In seven years when the Georgia crop of peaches was large, the New
York City jobhing price was $2.12 per bushel and the Georgia far
price was $1.33 (table 26). The difference was 79 cents. When the cror
was small, the New York jobbing price was $z.15 and the Georgia farm

price was $1.53.  The differcnce was 61 cents.

The spread hetweer

the New York johbing price and the Georgia farm price was thus 6:
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TABLE 26. REvatioN oF S1ze oF THE Georcta PeacE Cror To JuLy PrIcrs,

191I-1924
Locality Seven small crops | Seven large crops Difference
Jnbbing price, New York City................. $2.15 $z.12 $a.03
Farm price, GeoT#ia, ..ot iv v ey v cnian, I.54 1.33 ©,21
THITCICHEE, . o et ee i it e ass $o0.61 ' $0.79 | i

cents for high-priced peaches and 79 cents for cheap peaches.  Apparently
it cost more per unit to distribute a large crop of peaches than a small crop.

In six years when the peach crop in New York State was small, the
New York City jobbing price was $2.21 and the farmers in Newfane
received $1.73 (table 27). The difierence was 48 cents. In six years of
TABLE 27. RELATION OF THE SI1ZE OF THE NEwW YorK PeEacuH CroP To THE Farm

Price pEr BusurL N Newrang TownsuHIP, Niacara County, NEw Yomrg,
AND To THE JoBsING Price In New York CITY, 1913-1024

Locality Six small crops Six large crops Difference
Jobbing price, New York City................. $2.21 $1.61 $0.60
Farm price, Newfane.............. ... ... ... 1.73 9.93 a.80
Difference. . ..o vvv it .. $0.48 $0.68 | ...

large crops, the New York price dropped to $1.01 and the Newfane farm
price to 93 cents. The difference was 08 cents.  As in previous cases,
it cost more to get cheap peaches through the channels of trade than to
get high-priced ones through.

PEARS AND CRANBERRIES

Pears show little relationship hetween the United States production
and the United States farm price, probably because the farm prices are
not for commercial prodaction.

In the few vears for which data are available, the prices of cranberries
fluctuated violently with supply (table 129, page 10R).

CABBAGE
EFFECT OF SUPPLY ON PRICES

The prices of cabbage are excecedingly variable. One year cahhage
may rot in the field, while the next year farmers may receive $30 a ton.

A production 20 per cent below normal in the ten States producing
late cabbage resulted in an increase of 82 per cent in the farm price at
Little York, and increased the wholesale price in New York City by 61
per cent (table 28),

Yields per acre are exceedingly variable, depending largely upon rainfall
of July, August, and September.” Changes iu yields per acre are about
twice as important as changes in acres harvested, in  determining
production.®

* Misner, E, G, Production and prices of cabbage, Farm cconomics, ne. 16, . 190, July, 1924.
! Beoville, 450 P Cabbage prices and the next year's acrcage. Farm econnmics, no. 43, p. 635,
March, g7,
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TABLE 28. RevarionN oF S1zE oF Crop IN TEN STaTES PropuciNG LATE CABBAGE,
10 WHOLESALE PrIcE oF DDANISH CaBBAGE AT New York CiTy, axp FArRM PRICE
AT Ltk Yourx, Cokriano County, New York, DECEMBER, 1015-1924

{From table 129)

Locality

Crop 20 per cent Crop 20 per cent
below normat above normal

Farim price, Litte York. ., .., ..o vevon
Wholesale price, New York City. . ........ ...,

Per cent that prices | Per cent that prices

were above normal were helow normal
....... 82 39
....... 61 3z

PRRICE. ———
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FIGURE 27. RELATION OF THE PRODUC-
TION IN THE TEN STATES PROBUCING
LATE CABBAGE, T0 THE PURCHASING
POWER 0¥ THE DECEMBER FARM
PRICES AT LITTILE YORK, NEW YORK,
1915-1924

Cabbage prices  fluctuate violently  with
chianges n production. When the late crop
wis 2o per cent helow normal, prices at Lidtle

York were 8: per cent alove normal

EFFECT OF SUPPLY ON TOTAL VALUE

From 1914 to 1925, when the late
cabbage crop was 20 per cent helow
normal, farm prices at Little York,
Cortland County, New York, were
8z per cent ahove normal (table 28).
The total crop would have brought 8o
per cent of 182, or $146 for each $100
reccived for a normal crop (table 2g).
When the crop was 2o per cent above
normal, it would have brought 61
per cent of the normal price, or $73
when a normal crop was worth $100.

The farmers received exactly twice
as much for a small crop as for a
large one. If they delivered 50 per
cent more cabbage they received 50
per cent less money.

RELATION BETWEEN FARM AND
WHOLESALE PRICES

In the five years 1910 to 1914,
Danish cabbage was worth $15.70
per ton at New York City and $11.58
at Little York (table 30). The differ-
ence was $4.12. In the five years
1920 to 1924, the difference was $7.10.
The spread in the latter period was
172 per ceént of the pre-war spread.

TABLE 20. Rreration orF ProoucTion of CABRAGE IN TEN StTaATHS PRODUCING
Late Cansace, o THE VaLUz oF THE Crop aT LIrTLE YorK, NEw Yorx, FArM
Prick, axp New Yorx Crry Whoresale Price, 1919-1925

Locality

Value of crop Value of normal Value of crop
20 per cent crop 20 per cent
below normal above normal
126 100 8z
146 100 73

Whaolesale price, New York City, .........,
Farm price, Little York . .. ... o o oL
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TABLE 30. FARM AND WorksaLe Price or Dawnisg Caesace, DECEMBER,

1510-1920
e : TFarm price, .
Year ‘;}2\3 l&‘zaolrekpélii? Little 'ank. Difference
Cortland County

TULO . o ee e b e n $12.90 $ 7.87 $5.33
T 1 B S 21.60 18,50 3.10
TULZ . o it e v nvem i am st . 6.50 3.00 3.50
[T 26.00 20.81 5.19
L7 T 11.50 8.00 3.50
275 7.88 5.00 2,88
PR - 54.50 67.01 12.54
3T 2 38.5a 30.00 7.84
T L . P L R T L T T, 22.285 18.37 3.88
[ 1 L 4R, 75 53.068 10.07
| R T I I T T U PO 12.50 7.00 5.50
L . 47 .40 36.40 I1.00
ST 27 21,10 11.93 9.17
77 S 23.88 16,87 7.01
2d. ... 12,83 10.00 2.83
1925, . .- 36.12 25.00 1r.12
1920 . ... et eae e, 3140 I5.00 10. 40
Averape:

B o $15.70 $r1.58 $4.12

[Q20 2. o v evenmrianonenia, 23.53 10.44 7.10

LFFLCT OF SUPPLY ON RELATIONSILIP OF FARM AND WIIOLESALE PRICES
In five years when the crop was short. cabbage at Little York sold fur

$41.03 per ton ftable 31). When the crop was large it suld for $10.46.

The difference is $31.47.

TABLE 31. ReLATION oF Sizk or Ckor 1IN TeEN STaTES Propucing LaTti CARRAGE,

To Pricks AT LITTLE York, NEw Yorx, ann st New York Crry, 1915-1024

Lacality Five small crops | Five large crops Difference
Whnlesale price, New York Gity............ $46.61 515.31 831.30
Farm price, Little York. ......... . ... ... 41.03 10,46 Ar.47
Difference. . . .ooovviii i, $4.68 $4.85 | Lo

In the five years when the crop was small, the difference between the
New York City wholesale price, $46.61, and the Little York farm price,
$41.03, was $4.68. In the five years when the crop was large, the differ-
ence was $4.85. Tt cost more to move $10.46 cabbage from Little York
to New York City than it cost to move $41.93 cabbage.

EFFECT OF TRICES ON ACRES OF CARBAGE

During the thirteen years 1913 to 1923, the acreage of cabbage grown
in Newfane Township, Niagara County, New York, was closely nssociated
with the price for the preceding year, In 191g, cabbage sold for $30.10
per fon. The following year 58 per cent of the farmers grew cabbage
and received $5.15 per ton. The next year only 30 per cent of the
farmers grew cabbage,

CORN

EFFECT OF SUPPLY ON PRICE‘S

From 1877 to 1913, the Towa farm price of corn on December 1 was
42 per cent above normal when the United States crop was 20 per cent



36

below normal (table 32).
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A crop 20 per cent above normal reduced

the Jowa farm price to 25 per cent helow normal.

TABLE 32

RELATION OF Propucrion oF Corn 1k THE UNITED STATES 10

DrceMBER PRICES*

(From table 120)

Locality

Crop 20 per Crop 2o per
ceat below cent above
normal normal

Farmprice, Jowa, .. oo ie e

Farm price, United States,
Wholesale price, No. z cash, ‘Chicago . . ..
Wholesale price, No. 2 western, New York Ci
Wholesale price. mixed American, Liverpoo] .

Parm price, Georgia. , . oo iv ey ot e

Per cent that
prices were
below normal

Per cent that
prices were
above normal

.............. 42 25
. 28 18

20 17

23 15

15 1I

.............. 12 9

* The Iowa farm price is for the 37 years 1877-1913; thc tinited States farm price, for the 29

years 1875-1953; the Chicago wholesale price, for the 338

ears 1876-1613; the New York wholesale

price, for the 29 vears :885-1013; the Liverpuul wholesne price, for the 16 years 1898-1913; and

the Georgia farm price, for the 39 years 1875-1913.

Fhce

L\
o ® T
.
»
/t .v. ;. -
_ 0.- .
§ K \\
- [}
ML ]
e PO EA RN BN APAUY S S,
£ . 0 130 760
Foducion

FiGuRrE 28, RELATION OF THE UNITED
STATES PRODUCTIGON OF CORN TO THE
PURCHASING POWER OF THE 10WA
DECEMBER 1 FARM PRICE, 1877-1013
When the United States production of corn

was zo per cent below normal, the lowa farm
price was 42 per cent sbove normal
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FIGURE 20. RELATION OF THE UNITED

STATES PRODUCTION OF CORN TO THE

PURCHASING POWER 0F THE UNITED

STATES DECEMBER I FARM PRICE,

1875-1913

When the United States production of corn
was 20 per cent below normal, the United

States farm price was 28 per cent above
normal
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FIGURE 30. RELATION OF THE UNITEP TFIGURE 31, RELATION OF THE UNITED
STATES PRODUCTION OF CORN To THE STATES PRODUCTION OF CORN TO THE
PURCHASING POWER OF THE DECEMBER PURCHASING POWER OF TH# DECEMBER

I'RICE OF NO. 2 CASH CORN AT CHICAGO,
18761013

When the United States production of corn

was z0 per cent below normal, the Chicago
price was 26 per cent above nermal
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FIGURE 32. RELATION OF THE UNITED

STATES PRODUCTION OF CORN To THE

PURCHASING POWER OF THE DECEMBRER

PRICE OF MIXED AMERICAN CORN AT

LIVERPOOL, FNGLAND, 18¢8-1013

When the United States production of corn
was 2o per cent below normal, the price of

American corn at Liverpool was 15 per cent
above normal

PRICE QF NO. 2 WESTERN MIXED CORN
AT NEW YORK CITY, 1885-1013
When the United States production of corn

was za per cent below mormal, the New York
City price was 23 per cent above normal
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Figurg 33. RELATION OF THE UNITED

STATES PRODUCTION OF CORN TO THE
PURCIHASING POWEKR OF THE DECEMBER
1 FARM PRICE OF CORN IN GEORGTA,
1875-1913

When 1he United States production of corn

was 20 per cent below normal, the Georgia farm
price was 12 per cent above notmal
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For a crop 20 per cent below normal, the United States farm price
averaged 28 per cent above normal. The smaller rise in price may be
accounted for by the fact that in many parts of the United States the
farm price of corn is a retail price. It does not represent either the con
sumers’ or the producers’ price. It is a mixture of both.

The price of corn at Chicago includes some handling charges so tha
it fiuctuates less violently. In the same period, when the crop was 2o
per cent less than normal the price of No. 2 cash corn at Chicago wa-
26 per cent above normal. A United States crop 20 per cent above
normal decreased the Chicago price 17 per cent below unormal.  Addi
tional handling charges are involved before the corn reaches New York
City; hence the New York price is less variable than the Chicago price.

The Liverpool price is still less variable. A crop 20 per cent below
normal increased the Liverpool price 15 per cent, the New York City
wholesale price 23 per cent, the Chicago wholesale price 26 per cent,
and the Towa farm price 42 per cent. A crop 20 per cent larger than
normal depressed the Liverpool price 11 per cent, the New York City
price 15 per cent, the Chicago price 17 per cent, and the lowa farm price
25 per cent,

No retail prices of corn are available, but the Georgia farm price of
corn is practically a retail price because Georgia does not produce enough
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FiGURE 34. RELATION OF THE UNITED FIGURE 35. RELATION OF THE UNITED
STATRES PRODBUCTION OF CORN TO THE STATES PRODUCTION OF CORN TO TIE
PURUHASING TPOWER OF THE FARM PURCHASING POWER OF PRICES ON IOWA
PRICES OF CORN 1IN I0WA AND 1IN FARMS, IN CHICAGO, AND IN LIVERPQOOL
GEORGTA Prices paid to producers are much more
Trices in Towa arve cexceedingly varialle. variable than prices in cities, because the latter

Those in (eorgia fluctuate much less

include so many fixed handling charges
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FicURE 36. RELATION OF THE UNITED FIGURE 37. RELATION OF THE WOKLD
STATES PRODUCTION OF CORN TO THE PROWUCTION OF CORN TO THE TUR-
PURCHASING POWER OF THE UNITED CHASING POWER OF THE UNITED
STATES DECEMBER I FARM PRICE, STATES DECEMBER I FARM PRICE,
1600-1915 1000-1915

The twe curves are practically identical, owing to the fact that the United States production
dominates in both cases

corn for farm use. The farm price, therefore, includes not only the
handling charges for assembling the corn in wholesale centers, but also
the costs of distributing it through stores in Georgia. When the United
States crop was 20 per cent below normal, the Georgia farm price was
increased only 12 per cent, whereas the Towa farm price was increased
42 per cent. The Georgia price includes so many handling charges that
the increase in price in Jowa due to a short crop has very little effect on
the Georgia farm price.

The United States farm price hefore the war fluctuated a trifle more
violently with world production than with United States production
(table 33). This is because a small United States crop might be counter-
balanced by good crops elsewhere.

TABLE 33. Revration of Propuerion oF Cokn 1N TiE UNITED STATES AND THE
WorLp, 70 THE UniTED STATES FaArM Prices, DECEMBER I, 1900-IQI5

(From table 129}

Crop 20 per Crop 20 per
Crop cent helow cent above
normal normal

Per cent that | Per cent that

Tices were prices were
above normal | below nermal
ORI . e 40 24

B B 37 a3
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FlGURE 38. RELATION OF THE UNITED FUTURE PRICES QUOTED IN.JULY AND

STATES PRODUCTION OF CORN TO THE N NOVEMBER, 1805-1013
PURCHASING POWER OF THE COLUM- The size of the corn crop is not certain in

. N . . - July, and therefore it has less effect on
N'S" I‘n‘m““"KA_' FARM PM"T‘! THE . December future price than it does in Decem-
CHICAGO WIHOLESALE PRICE OF NO. 2 ber, after the size of the crop has been

CORN, AND THE UNITED STATES RE- determined
TAIL PRICE OF CORNMEAL. PRICES
ARE FOR THHE CALENDAR YEAR FOL-
LOWING THE CROPS OF 1895 TO I9I3

Retal prices of cornmeal are only slightly
affected by the size of the corn ¢rop,  Whole-
sale prices and farm prices are decidedly
affected

From 1895 to 1913, a crop 20 per cent helow normal increased the farm
price at Columbus, Nebraska, in the following calendar year 43 per cent
(table 34). It increased the Chicago wholesale price 25 per cent, hut
increased the retail price of cornmeal only 4 per cent. The price at which
cornmeal retails in American cities is very little influenced by yearly varia-
tions in the price of corn. If data were available for the crop year,
Columbus, Nebraska, farm prices would fluctuate much more violently but
cornmeal prices would be little affected.

From 1855 to 1913, a United States crop 20 per cent below normal
tncreased the May futures quoted in September 37 per cent, and the July
futures quoted in May 28 per cent (tables 35 and 36).

December future prices quoted in July were influenced in part by the
previous crop and in part by the prospective crop. In years when the
prospective crop turned out to be 20 per cent below normal, December
futures quoted in July were 19 per cent above normal (table 37). A
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TABLE 34. X
1913, T0 Prices 18 THE ForLowiNG (CALENDAR YEAN

(From table 120)

Crop 20 per
cent below
normal

Locality

Per cent that
prices were
abave normal

Farm price, Columbus, Nebraska . .......... ... 13
Wholesale price, No. 2 cash corn, Chicago 25
Retail price. cornmeal, United States. . ............... ... ... ... a

41

ReLatioNn ofF PropucrioN ofF Coky IN THE Uwniten States, 1805-

Crop 20 per
cent ahove
nornal
Per cent that
prices were
below nornral
25
17
3

TABLE 35. Rrvation ofF Propucrion oF Cory IN THi UNITER States T May
Furure Prices AT CHICAGO BURING SEPTEMBER AND [IECEMuER, 1805-1013, AND

1w Marcn, 1806-1014

(From table 129)

Crap 20 per
cent helow

May futures yuoted in
normal

Per cent that
PrICEes wWere
above norntal

September
December
March

Crap 20 per
cent above
nornal
Por cent that
prices were
below normal
23
23
20

TABLE 36. RrwaTion ofF Proptction oF CorN 1IN THE UNiten States, 1805-1913,

10 JuLy FUTURES DURING MAarCH May OF THE

1806-1914

AND

(From table 12g)

‘GLLOWING  YEAR,

Crop 20 per
cent below

July futures quoted in
normal

Per cent that
prices were
ahove normal

Crup 20 per
cent above
normal

Per_cent that
prices were
below normal

a2 20
28 18

TABLE 37. Rrerarwon or Pronucmion oF Corx Ix 1R UmitEn States 1o

Decemper Futoke Prices QUoteb 1IN JuLy, SEPTEMBER, AND NovEMsEER,

18o5-1013
(From table 129)

Crop 20 per
Decentber Tutures quoted in cent helow
normal

Per cent that
prices were
above pormal

Julvo oo 10
September. ... . 36
Naovember, ... .. .. 35

Crap 20 per
cent above
normal

Per cent that
prices were
helow noermal
13
22
22




42 BULLETIN 466

prospective short crop did not always develop into a short crop. By
September, the size of the corn crop was more defnitely known and the
December future prices quoted in September were increased 36 per cent.

The price of cash corn in December, and May futures in December,
were equally affected by the size of crop (table 38).

TABLE 38. ReLatIoN oF UNitep StATES PropucTioN oF CORN To THE DECEMBER
Price oF Cas# CorN AND THE DEceMprr PRICE oF May Futuzes, 18035-1013

(From table 129)

Crop 20 per
cent below
normal

Crop 20 per
cent above
normal

Cash cornin December, . ... .. viivt i iiiinii i .
ay futures in December

Per cent that

prices were

above normal

a9
39

Per cent that
prices were
below normal
24
23

INCREASING VICLENCE OF FARM-PRICE FLUCTUATIONS

A United States corn crop 2o per cent below normal from 1877 to
1894 increased Iowa farm prices 30 per cent (table 39).

nineteen years, it increased prices 57 per cent.

In the next

TABLE 30. ErvecT oF INrLaTION AND DEFLATION 0N RELATIONSHIP OF Jowa
DecEMmBER 1 FARM Prices To 312E oF UniTEp STATEs Corn Crop

(From table 129)

Period

Crop 20 per
cent below
normal

Crop 20 per
cent ahove
normal

1877-1804.,........ bt e e e e
BT o
e s
GZI=I025 .. o iv ot imr e e e e

Per cent that
prices were
abave mormal

Per cent that
prices were
below normal
19
3%

28
41

In the first period a 20-per-cent shortage in the crop increased United
States farm prices 21 per cent, and in the second period 41 per cent

(table 40).

TABLE 40. EFrEct oF INFLATION AND DEFLATION oN RELATIONSHIT oF UNITED
States DecemBER 1 FARM Prices 10 51z oF Uwntten States Corn Cror

(From table 120)

Period

Crop 20 per
cent below
normal

Crop 20 per
cent above
normal

1877-1804
18951013 ...

IQI5-1020. .. . .
B B

Per cent that
rices werc
above normal
21
41
30
63

Per cent that
prices were
below normal
4
24
0
33
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43
Increasing violence in farm-price fluctuations had become a serious
problem even before the war
12 to 18,

A discussion of this is given on pages

EFFECT OF INFLATION AND DEFLATION ON PRICE RELATIONSHIPS
Before the war, the violence with which farm prices were fluctuating
was steadily increasing. During the period from 1915 to 1920, farm
prices for Towa, Georgia, and the United States as a whole, fluctuated less
viclently with supply than was the case before the war.

One of the factors affecting the violence of price fluctuations is the
ratio of farm prices to consumers’ prices

When farm prices are high
compared with consumers’ prices, they tend to De less inﬂuulccd by
supply.  In order to get rid of a given su])ply, consumers’ prices must
fluctuate by a certain amount. If consumers’ prices are ouly a lhttle
higher than farm prices, farm prices need not fluctuate much more than
consumers’ prices.

With deflation, freight and other handling charges are so high that the
farm price represents only a small percentage of the consumer’s price;
therefore a little change m the consumer's price makes a violent change
in the farm price,
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FIGURE 40. EFFECT OF INFLATION AND | TiGURE 41.
DEFLATION ON IOWA FARM FRICES OF
CORN

RELATION OF THE UNITED

STATES PRODUCTION OF CORN TO THE
PURCHASING
Before the war, therc was 2 steady increase

POWER OF GEORGIA
FARM PRICES
in the violence with which prices fluctuated Georgia farm  prices fluctuate much leas
with production., Deflation has greatly in- than do lowa farm
creased this viclence

prices, but they now
fluctuate much more violently than they did
before the war
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Before the war, a 20-per-cent shortage in the corn crop increased Iowa
farm prices 57 per cent.  From 1921 to 1925, a similar shortage increased
them g3 per cent.  Before the war, such a crop shortage increased United
States farm prices 41 per cent. It now increases them 63 per cent. 1t
formerly increased Georgia farm prices 19 per cent (table 41). It now
increases them 39 per cent,

TABLE 41. Errecr oF INFLATION AND DerFLATION on Revationsuip 0F GHORGIA
DecemBer 1 Farm Pricks te Size oF Unirev States Corn Crop

. (From table 129)
. Crop 20 per Crop 20 per
Period cent below cent above
normal normat
Per cent that | Per cent that
prices were prices were
above normal | below nornal
8 e L U 5 4
IBOS—I0L3 i e e e 19 13
TQIS=I020 .o ... e e e 3 4
TQZIL0BS o vt ettt ettt et e e e e e e e 39 23

EFFECT OF SUPPLY ON TOTAL YALUE

Betore the war, a crop of corn 20 per cent helow normal, or an 8o-per-
cent crop, made prices in Iowa 157 per cent of normal.  The crop would
therefore be worth 157 per cent of 80, or 126 per cent of normal (table
42). The small crop sold for 20 per cent more than a normal crop.

A crop 2o per cent ahove normal was worth 83 per cent of the normal
total value. For haundling 50 per cent more comn, the farmer received
two-thirds as much money.

With the increasing violence in farm-price fluctuations, a crop 20 per
cent above normal is now worth less than half as much as a crop 20 per
cent below normal at Towa farm prices, So few years are included in
this period that the figures may not be exactly correct, but there is ne
question of the striking change.

Before the war, a large crop was worth more at Georgia farm prices,
and worth much more at prices of cornmeal, than a small crop {table 44).
Those who purchased corn for consimption paid more money for a large
supply than for a small supply, but not enough more to pay the extra
freight and handling charges.

RELATION BETWEEN FARM, WHOLESALF, AND RETATL PRICES

For the two years 1913 and 1914, the [owa farm price of corn aver-
aged 63 cents and the Chicago price of No. 2 corn averaged 72 cents {table
46). The spread was g cents.  For the five years 1921 to 1925, the com-
parable prices were (g and 84 cents, or a spread of 15 cents. This is an
increase of 67 per cent in the spread.

Before the war, the difference between the price of a bushel of corn in
Iowa and the retail price of 56 pounds of cornmeal at New York City was
$1.33. In the five years 1921 to 10925, the spread averaged $2.61. The
spread has doubled. This is somewhat less than the increase in wages.

Before the war, the lowa farm price was about one-third the retail price
of cornmeal at New York City. It is now a little more than one-fifth the
price of cornmeal.
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TABLLE 42. Revation or PropucTioN oF CorN 1x THE UNitep STaTES 10 ToTAL
VALUE oF CroP AT DDECEMBER FarMm DPrices v Iowa

Value of crap Value of Value of crop
Period 20 per ¢ent normal erop 20 per cent
below normal above normal
1877-1801. . .. 164 10g Q7
1805-T913. . 120 100 43
19I5-1920. . 121 100 86
1921~ 1926 154 100G 71

TABLE 43. Revration oF ProvucrioN oF CorN IN THE URITED StateEs 10 ToTAL
VALUE oF LRoP AT UNITED STATES FaARM PrICES

Value of crop Value of Value of crop
Period 24 per cent normal crop Z0 per cent
below normal above normal
IBTT-I800 . . e s [s¥] r0g 103
1805- 1013 .. ... .n.L s e I3 109 91
B - 3 . o 103 TOQ0 97
1021-1028 . . L. e 130 100 So

TABLE 44. Reration oF PropucrioN oF CokN 1N THE UNITED STAaTES TO ToTAL
VALUE oF CroP AT (GEORGIA FaArRM Prices

Value of crop Value of Value of crop
Period 20 per cent normal crop 20 per cent
bLelow nermal o abiove normal
IRTT- 18O, . o e 84 100 115
IBOS-I0L3 . ... R 05 100 1o
TOES- T2 . e i i e g3 100 15
TOZI- TO2G . L e e e e 100 g2

TABLE 45. Revation oF Provuction of Coen IN THE UNITED STATES TO Torar
VaLur oF Cror aT CHricaco WHoLESALE PricEs oF No. 2 CorN 1N 1JECEMRER

. Value of crop Value of Value of crop
Period 20 per cent normal crop 20 per cent
helow nornigl above normal
1877--1804. .. 80 100 1i0
18051913, 11 100 ot
IQL5 1920, 86 100 114
[Q21~1020 145 100 74

EFFECT OF SIZE OF TIIE CORN CROP ON RELATIONSIIIPS OF FARM, WHOLK-
SALE, AND RETAIL PRICES

In twenty years when the corn crop was low compared with the. average
for the preceding five years, the Towa farm price averaged 4o cents per
bushel and the Georgia farm price averaged 73 cents (table 47). In
twenty years when the United States corn crop was large compared with
the previous five years, the Towa farm price averaged 24 cents and the
Georgia farm price 63 cents. The difference in price between a large and
a small crop in Iowa was 16 cents, whercas in Georgia it was only 10
cents, When there was a small crop, there was a 33-cent charge for
taking a bushel of the expensive corn from the Towa farm to the Georgia
farm. When corn was cheap, this charge was 30 cents.
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TABLE 46. Rirair Price oF CorNMEAL aT NEw York CIrty, WHoLESALE PRIt
or CorN ar CHicaGo, anp Farm Pwice or Corn N Towas, NoveMmBER-
OCTOBER, 1913-1020

l}etail pricz]a Whatesal Spread b?tween retlail
of cornmeal, olesgle i price ol cornrinca
Crop year 56 pounds, price of Fg;ﬁ pf:‘sanf in New York City
New York corn, Chicago " and farm price of
City corn Lu Jowa

101313 $1.00 $0.71 $0.62 $1.34
1913-15. 1,90 0.73 0.65 I.31
1915 10. 2.13 0.78 0.66 1.47
1916-17. 3.42 I1.49 1.28 2.14
1917-18. 4.54 1.69 1.33 3.21
1918 1g. 3.02 1.60 I.44 2.48
191920, 4.37 I1.56 1.32 3.05
192021, 3.B1 .04 G.44 3.37
1921-22. 3.08 0.59 0.44 2.64
1922-23, 3.02 o,.8z .07 2.35
1923-24. 3.14 .02 6.77 2.37
192425, 3.70 I.iI 0.97 2.73
1925-26 3.58 .78 0.61 z.07
Average:

1013-14. .. .. $1.96 $0.72 $0.63 $1.33

TOZL-25. 00 it in e, 30 0.84 a.6g 1

TABLE 47. ReLation oF Size oF UNnitep Stares Corx Crop 1o THE DECEMBER
I Faxm Price 1N GEORGIA AND IN Towa, 1874-1013

Locality Twenty small | Twenty large Nifference
crops Crops
Geomia. . .o e e $0.73 $0.63 Bo.10
Towa..........oooneenin, e 0.40 0,24 a.16
Difference. . . ... i i $0.33 fa.30 ... ...

Apparently the depressing effect of a large crop is serious enough to
make the charge for handling a cheap bushel more than the charge for
handling an expensive one. With a large crop, all buyers are unwilling
or indifferent buyers.

In twenty years when the United States corn crop was small, the
Rhode Island farm price was 42 cents above the Iowa farm price (table
48). In twenty years when the crop was large, it was 46 cents zbove that
in Towa. It cost more to move cheap corn from lowa to Rhode Island
farms than it did to move high-priced corn.

TARBLE 48 RevLarion or Size oF Uwnitep States Corn Cror To THE [DECEMBER
1 Farm Price 18 Ruonk Istanp axp v Iowa, 1874-1013

Lacality Twenty small | Twenty larye Difference
Crops Cerops
RhodeIsland ... ... ... ... o $o 82 $0 .70 $o.x2
TIowa......co v iiinns e e @. 40 .24 n.10
Difference....oooovi it i 80,42 So.46 | ... ...

The spread between the Iowa farm price of corn and the Chicago
wholesale price of No. 2 corn was 13 cents when the crop was small and
14 cents when the crop was large (table 39). Fourteen cents was deducted
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from the 38-cent Chicago price to get the Towa farm price, but only 13
cents was deducted from the 54-cent Chicago price. The lower the price,
the greater are the handling charges.

TABLE 40. Revation oF Size oF Uniten States Corn Cror To THE DECEMBER
Pxrce o CorN IN Iowa AND THE WHOLESALE PrICE oF No. 2z CorN IN CHICAGO,

1874-1913

Locality Twenty small | Twenty large Difference
craps crops
E“hicago .......................................... $0.536 $0,383 $0.153
Y 0.403 0.243 9. 160
DI ETERCE . o vr v a vt v e v e ir e s $0.133 $0.190 | ...

In eleven years when the United States corn crop was small, the spread
between Chicago and Liverpool prices was 16 cents (table 50). In eleven
vears when the crop was large, it was 19 cents, The opinion is commonly
field that the price of corn is made at Liverpool, and that the Chicago
prices are Liverpool prices less a constant differential.  This is far from
true. With a large crop, the farm price is depressed in comparison with
the Chicago price, and the Chicago price is depressed in comparison with
the Liverpool price.

TABLE so. RrraTion oF S1ze oF Unitep States CorN Cror, 1802-1913, To MARrcH

Prices or No. 2 CorN AT CHICACO AND OF MIixEp AMERICAN CoaN AT Liver-
rom., ENGLAND

Lecality Eleven small Eleven large Difference
crops crops
Liverparl $o0.70 $0.58 $o.12
L L TN .54 a.39 0.15
D erence. ... e e $o.16 $0.10 | ...,

PRICES OF CORN IN ARGENTINA, THE UNITED STATES, AND ENGLAND

The statement is commonly macde that Liverpool is the world market
that sets the price for all other markets. In 1921 Liverpoo! prices were
49 cents higher, in 1923 they were 26 cents higher, and in 1924 they were
34 cents higher, than Chicago prices (table 51).

TABLE 51. WrHoLEsALE Goip Prick oF AMERICAN Mrixep CorN AT LIvERPOOL
AND oF No. 2 Corn AT CRHICAGo, FEBRUARY, 1912-1024

Year Liverpool* Chicago Dhfference
L3 $a.05 $o.65 $0.30
.82 0,50 0.32
0.91 a.62 0.20
1,11 0.75 0,36
1.47 9.76 0.71
2.00 1,01 0.0
2,16 1.75 0.471
2.11 1.32 0.79
1.93 1,48 0.45
1.t5 0.66 .49
0.00 .56 0.34
.99 a.74 0.26
I.15 o.81 0.34

*U. S. Dept. Agr,, Yearbook 1923, p. Bog.
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In 1923, corn from Argentina was 22 cents higher at Liverpool than at
Buenos Aires (table 52). In the following year it was 33 cents higher
than at Buenos Aires.

TABLE 52, WunoLesaLE Gowp PRICE oF ARGENTINIAN CORN AT L1vERPOOL AND
AT BUENnos Alres, FEOWUARY, 1913-1926%

Year Liverpoal Buenos Aires Difference
TOLE e oo $0.75 $0.54 $o.21
47 0 Y 0,66 0.560 Q.10
8 . 1.00 0.61 Q.45
96, ..., e r e e 1.44 a.6o 0.84
e 1.9z 1.0y a.8s
1 2.23 0.79 I.44
2+ 2.04 0.52 1.52
TO20 . e e I.77 0,71 £.06
EO2L . e e e ey 1.22 0.91 9.31
LOZZ . e e e a e e e .08 Q.73 0.35
-+ 3 £.04 .42 0.22
e I.I5 0.9z 0.33
L2 v s e e et im e et e 1.29 1.68 0.21
1926...... et e e 0,91 0,73 0,18

*U. 5, Dept. Agr., Yearbook 1926, p. 847.

In February, 1921, the Liverpool price was 69 cents higher than the
Towa farm price (table 53). In February, 1923, it was ouly 40 cents
higher.  Comparing these two years, the lowa farm price rose nearly one-
third, but the Liverpool price dropped one-cighth. From 1923 to 1924, the
Liverpool price rose 15 cents but the Iowa farm price rose only 6 cents.

TABLE 53. Iowa Farm Prices axp Liverrool, WHOLESALE PRICES OF AMERICAN
Mixep CorN, FEBRUARY, 1012-1024

Vear Wholesale price,| Farm price, Difference
Liverpool Towa
TOT 2. ittt e et e e e e e $0.05 $0.56 $0.30
5 o.82 0.38 a.44
LT a.91 0.506 ¢.35
) £4) .5 S e e e e T.1t 0.68 a.45
0 5 i.47 0.62 0.85
[ 2.00 0.90 1.10
73 - 2.16 1.28 0.88
22 Z.II T.24 0.87
- I.03 1.28 0.65
33 1. I5 ©.46 0.60
EO22. e 0. 00 .41 0.49
L2 i it e e et e e e e I.00 Q.00 0.4
52 [.15 0.66 0.49

The relationship between prices at Buenos Aires and at Chicago is
shown in table 54. In February, 1924, prices at Buenos Aires were one
cent higher than at Chicago. A year later they were 20 cents lower than
at Chicago. The discrepancies are so irregular that one would not suspect
that the prices were for the same grain.

The crratic relationships of the prices of corn at Chicago and at Buenos
Aires are shown in figure 42 and in table §5.  In the period from 19z2 to
1024, Buenos Aires prices varied from 22 cents higher than those at
Chicago to 41 cents lower. Changes of 10 cents a bushel in the difference
between the prices in successive months were common,
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TABLE 54 WHoLESALE PricEs oF CorN, 1IN GoLb, AT BUENOS AIRES AND AT
Cuicaco, FEBRUARY, 1913-1926

Year Buenos Aires* Chicago Difference
............................................. $0. $0.50 _$0.u4
To1s o.gg g.gz o.0b
0.61 ©.75 0.14
0.6a 0.76 .16
1.07 1.0t o.o06
0.79 1.75 0.0
0,52 T.32 .80
0.71 1.8 .77
0.91 0.60 0.25
0.73 Q.30 [ 38 &4
0.82 0.74 0.08
a.82 0.81 0.01
1.08 1,28 0.20
0.73 0.80 0.07
* 1. 5. Dept. Agr., Yearbook 1926, p. 847. '
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FlcURrE 42. PRICES OF CORN AT BUENOS AIRES AND AT CHICAGO, JANUARY,
1022, TO DECEMBER, 1028
Prices in these two markets do not have a constant relationship to each other

Prices of American mixed corn on the Liverpool market in March, 1922,
were 23 cents less than those of Argentinian corn on the same market.
In January, 1927, American corn was 25 cents higher than Argentinian
corn. In two successive months, Argentinian corn changed from 7 cents

.above to 22 cents below American corn.

EFFECT OF LOCATION OF SUPPLY ON PRICES

The Towa farm price of corn is primarily controlled by United States
production (table 56). But prices in Nebraska are much influenced
by the Nebraska crop, independently of the United States crop. The
Nebraska crop is about one-third as muportant as the United States crop
in influencing Nebraska prices.

There are thousands of markets in which corn is sold, and each of these
markets is more or less independent. Most of them have an influence
on many of the other markets. This influence varies from time to time,
so that price relations in different markets are constantly changing.
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TABLE s5. Prices oF CorN aT CHICAGO AND AT BUENOS AIRES* 1921-1027

Pric . Amount by w:hit:h
C#L? at Price at Chicago price
Month ncage, Buenos Aires differs from
No. 3 YE‘HOW {cents) Buenos Aires price
{cents) {cents)
193\1
Nuvember 7 61 —1
December 37 63 —lg
1022
Janwary. . ... 48 01 ~15
February. ... 55 73 -18
March........ 57 79 —22
Aprit....o... e 58 77 —19
May......... . 02 75 -13
June......... e 6x 71 ~10
July .ot 64 78 —i4
Angust. ... . 62 78 -16
September. . 64 76 . —12
Qctober. ... .. 69 74 -5
November, . .. 3 4 70 +1
December 73 74 -1
1923
January e e e 70 8o —10
Febhroary . ..., coq2 82 —10
March. ... .. 73 8L -8
Aprthoo oo R 70 80 -1
May......... .. Rz 77 +5
Junae ... .. B4 75 +o
July. . ... RE 73 413
August 88 09y +19
September e 8g T4 +15
Detober. .. ... P .. 104 78 + 26
Nuovember. 8z 3 41
December 7T 79 -4
1924
{;muury .................................... 16 78 -2
chruary. . .. 78 8z —4
Macrh.. ... 17 17 L]
April ki 67 +10
ay . 77 3 +i12
June. ... 8z 64 * 418
July ... 104 68 +41
August. ... 1y 85 +32
September. . .. 114 X} + 21
October. . ... . 110 10§ +5
Naveuther . . TrE 106 +5
Drecember 120 o% +13
1025
{:anuary .................................... 124 112 +12
ehruary . e iz2 108 +14
March. .. 1 3% o6 “+21
April... 103 92 +13
May. .. 1I§ 100 +15
une. 113 92 421
uly ... ro8 03 +15
Aupust. ... 102 o6 46
September. o1 o1 o
October. ... 8z 82 o
November. 83 84 -1
December............ 16 86 -10
1926
1T‘:'u-n.mry . 79 78 +1
Fehruary 75 73 42
March. .. 72 66 +6
April... 7L 70 +1
May. .. 7t .68 +3
une. .. 70 68 + 3
uly, ... 78 68 +10
Aupust. .. 80 70 410
September. 79 as 414
Qctober ... 77 60 +17
November. 71 50 415
December 75 55 +z0
192%
January . ....... .. e 74 6o +14
Felruary. . .. 73 63 +10
March.......... 68 62 +6
April. ... .. 71 [s]¢] 411

* Chicago prices campiled from Chicago Dadly Trade Bulletin, Weighted average price per bushel
of repurted cash sales,  Buenos Aires prices compiled from Iwternational Yearbook of Agricultural
Statistics and Review of the River Platte, The corn situation. 1. 8. Dept. Agr,, Foreign Crops
and Markets, vol, 14, no. 25, p. 833, June zo, 1927.
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TABLE s56. Per Cent 10 Winica lowa anND Nemkaska Decemper FarM P'ricEs
oF (CorN ARE DETERMINED nY UNITED STaves PronucTioN AND BY STATE
Proepuction, 1895— 913

Production Towa price Nebraska price
ite SLa e .. o e e ee e et 81.0 065.2
Lo I L et s e e s e n e e ke e e e e et LS
B T T 4 A O AN 18.5
Al et e e e 81 0 851

EFFECT OF PRICES ON ACRES OF CORN PLANTED

Inn the period from 1&)5 to 1913, a 25-per-cent clmngc in the farm price
af corn in Towa resulted in a 2-per-cent change in lowa corn acreage the
jollowing vear (table 57). If the farmers had expected the 25-per-cent
increase to be permanent, {the change in acreage would have been greater.

TARBLE s7. FrrEcr oF CHanNcEs 1IN DECEMBER I lowa Faum Price oF Corx, oN
Jowa Ackeace The loncowine Year, LLimiNaTinG THE Errect or Prices or
Two YEars PrRECEDING, 189;4913

Corresponding per
cenl change m acreape™

1.9

56
7.4

* Based on the net regression cnefficient byeoy.
AMreerieee Correration anvn Per eyt Derervination of Jowa Ackesce oF Corn By Iowa Farm
Priceks ror tHE Tuerr PRECEMING YEsRS, 1895--1¢13
Xy = lowa acreage of corn in the y year;
Ne— December 1 lowa farm price of corn in the preceding, or y-1, year;
December 1 Towa farm prlre of corn in the secowd preceding, or y-2, veat;
= December 1 lowa farm price of earn in the third preceding, or ¥-3, year.

Preceding year, Xe.. .., .. 1.7
Second year preceding, Xz 0.8
Third year preceding, Xq. 3.5

e 6.0

Rz = 0.6G00

Corn is a minor crop in Texas, and is comparatively stable tn price,
From 1goz to 1026 the price of corn was only g per cent of the factors
influencing the changes in acreage of corn.  The price of cotton for two
preceding years was 34 per cent of the factors affecting changes in corn
acreage.

In Kansas, the price of corn represents 3 per cent of the factors govern-
ing the acreage of corn, and the abandonment of the wheat acreage repre-
sents 30 per cent of those factors.

OATS

EFFLCT OF SUPPLY QN PRICES

Before the war, the Towa farm price of oats was slightly less affected
by United States production than was the price of corn. A corn crop



52

BuLLETiN 460

zo per cent below normal raised the Iowa farm price of corn 42 per cent,
but a similar shortage in the oat crop raised the price of oats only 28

per cent {table 58).

TABLE 58. REeration oF SizE oF Un1TED StatEs Oar CroP To Farm PRrICES or

Oars, DECEMRER

1, 1875-1013

{From table 129)

Locality

Crop 26 per
cent below
normal

Per cent that
prices were
abgve normal

23

Per cent that

Crop 20 per
cent above
normal

prices were

below normal

16

United States ..., .
Iowa.........

28 18

EFFECT OF SUPPLY ON TOTAL VALUE

When the Umited States oat crop was 20 per cent below normal, Towa
farm prices were 28 per cent above normal. The value of the crop at
Towa farm prices would be 102, or 2 per cent above normal. When the
crop was 20 per cent above noermal, the value of the crop at Towa farm
prices would be 98 per cent of normal. For each $100 that a nornal crop
would bring, a short crop was worth $102 and a large crop $93.

EFFECT OF SIZE OF THE OAT CROP ON RELATIONSHTPS OF FANM PRICES

In the forly years 1874 to 1913, the average difference in the price of
oats on Towa farms and on Georgia farms was 34 cents per bushel. When
the Umted States crop was below normal, the average difference was 33
cents (table 59). When the crop was large, the difference was 36 cents.
The Georgia farm price of ocats is somewhat similar to a retail price
because Georgia is a deficit area. Large crops depress Iowa prices more
than they do Georgia prices.

TABLE 50. Rrration or Si1ze ofF UniTen States Oar Cror 1o Farm Price oF
Oats 1N GEorGIA AND IN Towa, DECEMBER, 1874-10T13

Locality Twenty small | Twenty large Differcuce
crops crops
Georgia...... $0.62 $0.58 $0.01
Towa........... a. 20 022 Q.07
Difference. . . oo e §0.13 ] $0.36 | ...

The same principle is shown when the United States and the Rhode
Island farm prices are compared (table 60).

TABLYE 6Go. -ReLation oF Sizé of Unitep StateEs Oar Cror 1o Farm Price o¥
Oars 1v REoDE IsrLanp awp 1N tHE UNttkp States, DecEMpER, 1874~1013
Locality Twenty small | Twenty large Difference
Crops Crons
Rhode Island . ... ... . e %0.50 Sc.46 $0.04
United States. ... ... e o, 30 0.30 0.08
Difference. .. ............. e $0.14 L2197 T
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FIGURE 43. RELATION OF THE UNITED
STATES PRODUCTION OF OATS TO THE
PURCHASING POWER OF IOWA DECEM-
BER 1 FARM PRICES, 1875-1013

When the United States production of oats
was 20 per cent below normal, the Iowa farm
price was z8 per cent above normal

BARLEY AND BUCKWHEAT

Barley prices were less flexible than
corn prices. DBuckwheat prices were
much less affected by supply than
were corn prices. When the United
States crop was 20 per cent below
normal, the New York farm price
was 13 per cent above normal. New
York is the leading surplus State in
the production of buckwheat. When
there is a large crop, New York prices
are depressed more than are United
States prices (table 61).

RYE AND RICE

When the United States crop of
rye was 10 per cent helow normal, the
United States farm price was 2 per
cent abhove normal. When the world
production of rye was 10 per cent
below formal, the United States farm
price was 8 per cent above normal.

When the world production of rice
was 10 per cent helow normal, the
New Orleans wholesale price of rice

Frice
130

. .
%
'
9 My
L) J. .
* e e .
: . \
o g
Froduction

FIGURE 44. RELATION OF THE UNITED
STATES PRODUCTION OF BUCKWHEAT TO
THE PURCHASING FOWER OF NEW
YORK DECEMBER 1 FARM PRICES, 1875—
1013
When the United States production of buck-

wheat was 20 _per cent below normal, the New
York farm price was 13 per cent above normal

PRICE .
. T
-
o e
oo
[ ]
. .
.
. ]
.
S0l 1] —
20 700 o
RPRODUCTION
FIGURE 45. RELATION OF THE WORLD

PRODUCTEON OF RYE T0O) THE PURCHAS-
ING POWER OF THE UNITED STATES
DECEMBER 1 FARM PrICE, 1800-1913
When the world production nf rye was 10
per cent below normal, the United States farm

price of rye was 8 per cent above normal but
the relationships are uncertain
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TABLE 61.

DeceEMuer I, I1874-1013

ReLaTioN oF S1zE oF Uniter States BuckwHEAT Crop To PrIces,

Locality Twenty small | Twenty large Difference
crops Crops
United States. . ... e $o.64 $o0.50 $0.05
New York. ..o s .64 0,56 o0.08
Difference. ..ot i i e e $0.03 | ...l

was 14 per cent above normal.
in Japan and China than in the United States.

No doubt prices of rice fluctuate mort

Although the United States is a relatively small producer of rye, prices
at Chicago are determined more by the United States crop than by the

crops in other parts of the world.®

WHEAT

EFFECT OF SUPPLY ON PRICES

In the period from 1899 to 1913, a United States wheat crop 20 per
cent helow normal increased the Minnesota farm price 37 per cent and
the Minncapolis price of No. 1 northern spring wheat 33 per cent {tabl

2).

sale prices of No. 2 hard winter wheat increased 27 per cent.

TABLE 6z,
(From table 120)

Kansas farm prices increased 34 per cent, and Kansas City whole-

Reration oF THE Unitenr States WHEAT Crop To Prices, 18991917

Locality

Crop za per
cent helow
normal

Farm price, December 1, Minnesota. . ... ..o i it
Whilesale price, No. 1 northern spring, Aurust-July, Minneapolis, .. ...
Farm price, Decernber 1, Kansas, ... .o iiira s
Whaolesale price, No. 2 hard, July-June, Kansas City

Pe,r cent thﬂ.t
prices were
above normat
37
35
34
27

Crop 20 per
cent above
normal

Per cent that

prices were
below normal
a3
22
21
17

Before the war, when the world wheat crop was 1o per cent helow
normal, wholesale prices were ¢ per cent above normal in Berlin, 11 pe:

cent above normal in Liverpool,

s Per O

14 per cent ahove nornal in Kansa-

ny Russian DPPronycTtion.

[MTERMINATION OF (HIcacn WuoLrsaLe Prices or Ry
USI1TED STaTes Propuetion, annd Worlo Proocorion LEss UNITED StATEs anp Russian Proour
TI N, AU Juix, 18gg-1gan 10 101314
= Chicage Augnst—July wholesale prices of rye;

\ — Russtan production;

Direct.
3E.4
42.1
0u.0

Noa oo Unjted States production; A i
b * workd production less United States and Russian production.
Production Total
BB, Bl L 4 e e it a e e 22.2
Elriited] SEles, Xo. ottt i e 33.0
World preduction less United States and Russian, Xa. . 00. T
55.3

Joint

-9.2
-9.1
—0. T

Rieu=0.743
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FIGURE 46. RELATION OF THE UNITED
§TAFES  PRODUCTION OF WHEAT TO
THE  PURCHASING POWER OF THE
MINNESOTA FARM PRICE, I1800-1013

When the United States cropr was 20 per

cent helow normal, Minnesota farm  prices
averaged 37 per cent above normal
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FioUrr 48. RELATION OF THE UNITED
STATES PRODUCTION OF WHEAT TO THE
PURCHASING POWER OF THE KANSAS
DECEMBER 1 FARM TRICE, 1890-1913
When the United States crop was 20 per

cent helow normal, the Kansas farm price was
34 per cent abeve normal
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RELATION OF THE

WIIEAT TO
RUHASING POWER OF THE
PRICES AT SARATOV,

1800-1000 TO 191314

When  the .
helow normad, the price at
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FIGURE 49. RELATION OF THE
WURLD PRODUCTHIN GF WHEAT
TO THE PURCHASING POWER OF
THE MINNESOTA FARM PRICE,
TROO-1000 TO 1913-14
When the world production of

wheat was zo per cent helow normal,

the Minnesota farm price was 53
per cent above normal

RUS-
THE
AUGUST—
RUSSIA,

Saratov was 52
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City, and 16 per cent ahove normal in Minnecapolis {table 63). At
Saratov, Rugsia, wholesale prices were 22 per cent above normal.

TABLE 63. Reration of Size oF Woreo WHeAT Cror 10 WHOLESALE Prices,
1800-1900 TO 1QI3-I4
{From table 12¢)

O
Crop 10 per Crop 10 per
Market cent below cent above
noyrmal normat
Fer cent that | Per vent that
prices were prices were
above normal | below normal
Berlin, Germiany . . ... . .t iir i en it e e ]
Liverpool, Enpland. .o i e e e IL o
Kansas City, United States. ..o oo e e e iaeaee e, 14 11
Minneapolis, United States. ...........o 0000 et aaaae e 16 13
Saratuv, Russla. . oo e e e e 22 16

The more resistance there is to be overcome in order to reach deficit
areas, the more violently do prices fluctuate. The small crop had twice
as much cffect on Saratov prices as on Liverpool prices.

When the United States crop was 10 per cent below normal, the Minne-
sota farm price was 10 per cent above normal. When the world crop
was 10 per cent below normal, the Minnesota farm price was 22 per cent

PRICE PRICE
Norinrds
J\rnreapolss FProetuctlion
* ‘
120 KW i & 120
“
\
N
N
160 100
\
. \\
Lrveorpool.
80 %~ > 80 R
N L N
80 700 120 80 100 20
PRODUCTION PRODBUCTION
FIGURE 50. RELATION OF THE WORLD FIGURE 51. RELATION OF THE UNITED
PROIMMICTION OF WHEAT TQ THE PUR- STATKES  IRODUCTION AN THE

CILASING  POWER OF THE AUGUST- WORLD PRODUCTION OF WHEAT TO

JULY PRICE AT MINNEAPULTIS AND AT

LIVERIOOL, I800-1000 To 1013-14

When the world production of wheat was
zo per cent below normal, the Minneapelis

irice was 38 per cent akove normal and the
iverpeul price was 24 per cent above noermal

THE PURCHASING POWER OF THE
MINNESOTA AUGUST-JULY FARM
PRICE, 180g—1000 FO 1013-14

When the United States crop was 1o
per cent below normal, the Minnesota farm
price was 16 per ceut above normal. When
the world crop was 1o per cent helow
normal, the Minnesota farm price was 22
per cent above normal
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FiGURE 52, RELATION OF THE WORLD FIGURE 53, RELATION OF THE UNITED
PRODUCTION OF WHEAT TO THE PUR- STATES PRODUCTION OF WIEAT TO
CHASING POWER OF PRICES AT SARA- THE PURCHASING POWER OF THE

TOV, RUSSIA, AND AT BERLIN, AU-
GUST-JULY, I1800-1000 TO 1913-I4
A world crop_ro per ceut below normal

raised prices at Berlin o per cent and raised

prices at Saratov 22 per cent. It un-
doubtedly raised prices to Russian fatmers
even more

IECEMBER PRICE OF MAY FUTURES,
18001013

Whern the {Tnited States crop was 20 per
cent helow normal, the lecember prices of
wheat for May delivery were 24 per cent
above mnormal,”  Future prices, like cash
prices, Huctuate with the size of the crop

above normal. A given percentage increase in the world wheat crop
on the average has a greater effect on Minnesota farm prices than has a
similar change in the United States production (table 129 on page 110,
and figure 5I1).

A world production 10 per cent below normal tended to increase Liver-
pool prices 11 per cent (table 64). North American production To per
cent below normal tended to increase Liverpool prices 5 per cent.

TABLE 64. RELATION 0F A 10-PeEr CExNT SHORTAGE IN THE WHEAT CroP IN DIF-
reRexT Ricions, 1o Liverroon Pricrs, Auvctst-Juny, 1809-1000 To 1013-14
(From table 129)

Per cent that Liverpool
prices were ahave
Region normal when the crop
was 10 per cent
helow noraal
World produetion ... ... oo s . 11
North-American production. ... ..ottt e e 5
West-Burapean production. . ..o ... 0 e e 4
East-European Broduetion . . ... e oe vt e e et eem e a i 2

Before the war, a 1o-per-cent shortage in the world wheat crop raised
Liverpool prices 11 per cent in the fall, 13 per cent in the winter, and
15 per cent in April and May (table 65). This shows the failure of prices
to rise sufficiently in the fall when the crop is short. Conversely, a large
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TABLE 65. REeLaTION oF Size or Woree WHEeAT Crop 1o LiverecoL Prices
DURING [JIFFERENT SEASONS OF THE YEAR, 1899-1900 TO 1913-14

(From table 129)

Crap 10 per Crop 10 per
Beason cent bolow cent above
normal normal

Per cent that | Per cent that

prices were prices were
above normal | below normal
September-October 11 [+
Junnary-February ., ... .. ... ... .. e 13 10
LT T 15 12

crop sells for too high a price in the fall. Price inertia accounts for both
discrepancies,

[n countries where famine occurs, the people starve in the late spring
and early summer. In Hurope the wheat prices in the spring illustrate
the same principle.

Relation of the size of the United States wheat crop to May future
prices in September and December, as quoted on the Chicago Board of
Trade, is shown in table 66. When the United States crop is 20 per cent
below normal, May future prices, as quoted in the fall, average lower
than the actual cash price in May. If there is a large crop, the May
future prices tend to be higher than the May cash price. In each case,
December quotations are more out of line than September quotations.

TABLE 66. RrratioNn oF S1ze ofF THE UNITED STaTES WHEAT Cror 10 MaY
Furtrieke Pricks oF WHEAT AT CHICAGD, SEPTEMBER AND DECEMRER, I1800-1900

O 1g13-14
(From table 129)
. Crop 20 per Crop 20 per
Period cent helow cent ahave
narmal normal
Per cent that | Per cent that
prices were prices were
. ) above normal | belew normal
May future prices nuoted in September. ... ..o Lo oo 28 18
May future prices quoted in December. ... ... i i ann 24 16
Cash price quoted in September. .. ... o e 22 15
Cashopricequoted in May ... oo i i i 32 20

EFFECT OF SUPPLY ON TOTAL VALUE

When the world wheat crop was 10 per cent helow normal, prices at
Saratov, Russia, were 22 per cent above normal. The vatue of a go-
per-cent crop at 1z2z2-per-cent prices would be represented by 110, or 1o
per cent above the normal total value (table 67).

When the crop was 1o per cent above normal, the total value at
Saratov prices averaged 8 per cent below normal. For each $100 that a
normal crop would bring, a short crop would bring $110 and a large
crop $02.  The difference would, of course, be much greater at Russian
farm prices. The smaller the farm crop, the greater is the income of
the Russian or the American farmer, provided his crop is as near to hlb
normal as is the world crop.
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TABLE 67. ReLaTion oF WorLh ProbucTion oF WHEAT 1o Totar VALUE oF
UCrop AT Parrs, Heauin, Liverroon, Saratov, aNp Kawsas City Prices

Value of crop Value of Value of crop
Market Ly per cent normal erop 10 per cent

below normal above normal
Sarutov, Russia oo e 110 190 oz
Mineneapulis, United States., ..o ... e 104 100 96
wansas City, United States. ... ... ool 103 100 o8
Liverpool, England . ... .ooo oo oo 100 100 100
Rorlin, Germany ........... o8 100 102
Puris, France. ... g7 100 113

At Liverpool prices, large crops and small crops sell for the same
amount {table 67). Liverpool pays the same for go hushels of wheat in
a short-crop wear that it pays for 110 bushels in a large-crop vear.

As a product passes through the channels of trade, prices become more
nearly uniform regardless of size of the crop.  DProbably the consumer
always pays more for a large crop than he does for a small one, but
the farmer practically always gets less for the large crop.

The income of railroads from crops carried is usually exactly in pro-
portion to the size of the crop shipped, so that a large crop is of advantage
w railroads. It 1s also of great advantage to the cities, hut it is of great
disadvantage to farmers.

RELATION BETWEEN FARM, WHOLESALE, AND RETAIL PRICES
From 1890 to 1900, the Chicago price of spring wheat averaged 12
cents above the Minnesota farm price (lable 68). In the seven years
fromy 1921 to 1920, the Chicago price was 2y cents above the Miunesota
farm price.

TARBLE 68. Prices oF WHEaT aNp Frouk ix Minnesora anp 18 CHicaco*

Minnesota,
farm price

Chicaga, whole-
sale price of

United States,
retail price of

Period of \]vheutl Nvi‘helqu’;:“;g flour per 44
per bushe! bushel pounds
1800 1000 $0.019 $0.710 St.160
105- 1013, ., 0,792 0.977 1,381
TOZT TOZ0 . it ittt e i 1.138 1.433 2.391

year; retail prices of flonr are for the calendar year,

* The Minnesota farm prices are for December r1; the Chicago wholesale prices are for the crop

From 18¢g0 to 1900, Chicago prices were 1g cents above Kansas farm

prices {table 6g).

TABLE 69. Prices oF WHEAT AxD FLour in Kansas annp 18 CHicAco®

In the seven years from 1921 to 1926, the Chicago

Kansuﬁ, Chicago, wholesale United States,
Period far. price price of No. 2 red retail price of
of whent winter wheiat flour per

per bushel

per bushel

8O0 1000 L. 80.570 $0.759 .
B R X 0 O n.758 0.932 1.381
IQAT=I020. . .. e 1,128 T.432 z.391

* The Kansas farm prices are for December 1; the other prices are for the calendar year.
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prices were 30 cents above Kansas farm prices.
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Retail prices of 44

pounds of flour in the earlier period were 59 cents more than a bushel

of wheat on Kansas farmns.

The difference is now $1.20,

In 1913-14, 44 pounds of flour at New York City was worth 62 cents
more than a bushel of wheat on Kansas farms (table y0).

the difference was $1.25.

TABLE 7o.

In 1925-26,

The difference was twice the pre-war amount.

Kansas Farm Paick oF WHEAT ANp NEw York City ReTAIL Price

oF WHEAT FrLoUR, For THE Crop YEAR JULY-JUNE, 1013-14 TO 1925-20

Crop vear

28 G T
191.1-15
TOL5- 10, e e
1916 17
23 e . BN
1918-TO. ..o as
191G 20 .. ...

1020 -21. ..
1021-22. . .

10.21-2¢

inz3-26

New York City,
retail price of

Kansas, farm
price of wheat

flour per X
14 pounds per bushel
$1.4x $0.70
1.76 1.08
1.92 0.97
2.6 .76
3.30 2.G7
3.17 Z.09
3.70 2.22
3.21 I.5¢
2.38 1.00
2.20 o ub
2.a7 0.92
2.53 [.45
2,73 .48

Ditference

b

HH AR AR o000
<
o

In 1913-14, G0 pounds of bread in New York C

ity retailed for $2.87

more than the price of a bushel of wheat on Kansas farms (table 71).
In 1925-20, the difference was $4.28.

TABLE 71.

Kansas Farm Prick o¥ WHEAT ano New Yori Crrv Rerain Price
of Brean, For Tk Cror YFArR Jury-JUNE, 1013-14 TO 1025-20

Crap vear

rorg-1&. LU

New Yark City,
retail price of
bread per
66 pounds

Kansas, farm
price of wheat
per bushel

Difference

©w

thintninta OO S f futaly
s
1}

&

HFEOHANRNRBHRG RO

.79
.08
.07
.76
.07
.09
22
.59

a6
.0b
.92
.35
.48

L

SO N S £ R AR AR YY)
-
[ 5]

In 1925, the Kansas and Minnesota farm prices of wheat were a little

more than half the retail price of 44 pounds of flour.

The Kansas farm

price of wheat per Lushel was worth a little more than one-fourth of the
New York City retail price of bread.

EFFECT OF SIZE OF THE WTIEAT CROP ON RELATIONSHIPS OF FARM,
WHOLESALE, AND RETAIL PRICES

In the forty years 1874 to 1913, the average difference in prices of

wheat on Kansas farms and on New York farms averaged 27.4 cents.

In
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wwenty years when the United States crop was short, the average differ-
ence was only 24 cents (table 72); when the crop was large, the differ-
ence was 31 cents. The New York farm price is much like a retail price

TABLE 72. ReLaTionsHIP OF S1ZE oF UNITED STATES WHEAT CrRoP To IDECEMBER
FarM Prices 1N Kansas anp 1IN NEw York, 1874-1013

Laocality Twenty small Twenty large Difference
cTOpS crops
New York. o ove it i e e e S0.98 $o.97 $o.0:
KamSUS . . i ven vt rm o ia sy 0,74 0.60 .08
DHeTeNCe ., o v iiae e ien e ciiaeas Su. 24 $o.31 | .. R

hecause wheat is always imported into New York State. The Kansas
farm price is depressed by a large crop much more than is the New York
farmt price.

In the eighteen years 1896 to 1913, Minnesota farm prices averaged
13 ceuts below wholesale prices of No. 1 northern spring wheat in Minne-
apolis (table 73). The difference was the same when the crop was large
and when it was small.

TABLE 73. Rrraton oF Size or WorLy WHEAT Cror 10 DECEMBER Farm
PrICES 18 MINNESOTA AND To MINNEATOLIS WHOLESALE PRICES, 1800-1013

Locality Nine small Nine large Difference
crops crops
Wholesale prices, Minneapolis. .......coonun.. $0.93 $0.82 $0.11
Farm prices, Minnescta. ., . .................. o .80 0.69 .11
Iiiference. ... oo e $0.13 $0.13

‘The average spread between ILiverpool prices and Minnesota farm
prices was 24.7 cents. In nine years when the world erop was small it
averaged 271.7 cents (table 74). In nine years when the world crop was
large it averaged 27.7 cents. This again iHlustrates the general principle

TABLE 74. Reratiox oF Sizk o WorLD WHEAT CroP To DECEMBER JTARM
Pricks 1N MINNESOTA AND 70 DECEMBER LiverpooL WHOLESALE PricEs or
ReEp Wnrat or Goop AvrraceE Quarity, 1806-1013

Locality Nine small Nine large Difference
craps Crops
Wholesale prices, Liverposl. ... ... . ... e §1.019 $0. 071 S0 038
Farm prices, Minnesota . .. .. o.veovnnnan. . o.802 .64 0. 108
Gifference. . .......... e e . $a.217 S$o.277

that a large supply usually depresses prices in the surplus-producing areas
so much that the marketing charge is greater when the product is sold
at a low price than when the product s sold at a high price.

The average spread between Minneapohs and New York City prices
of No. 1 northern spring wheat for the eighteen years 18g6 to 1913, was



62 BULLETIN 466

10.8 cents. In nine years when the world crop was small the spread
averaged 10.6 cents, whereas when the world crop was large it averaged
11.0 cents {table 75).

TABLE 75 Reration oF Size or Wortp Wikar Crop 10 WHOLESALE PRICES OF
No. 1 Norraern Serin¢ WHEAT AT NEw York CITy AND AT MINNEAPOLIS,
Avaust=JuLy, 189097 To 1013-14

Locality Nine small Nine large Difference
craps crops
New York City .. ..o i $r.051 $0.9350 $0.101
Minneapohis, .oovie e e e Q3.045 0.840 ©.105
Difference. .. ... ..o $0.106 $0.X10 | ...

Even with wheat, which is supposed to move with great fluidity to
the so-called world market, the cffect of a large supply is much more
depressing on prices in surplus areas than it is on prices in deficit areas.
The assumption is often made that some one central market dominates
prices and that other markets have a definite ratio to this market. This
15 far from true. It is exceedingly expensive, in cents per bushel, to
get cheap wheat moved. If wheat is higher in price, it moves with less
resistance and the cost of moving it is less per bushel,

The depressing effect of a large crop in the interior of Russia is indi-
cated by prices at Saratov as compared with scaport prices at (dlessa
(table 76). When the Russian crop was large, there was a difference of

TARLE 70. Revatiox oF S1ze oF THE Russian WHEeAT CroP 1o NoveEMerr Prices
0F WHEAT AT SARaTov aND at QvEssa, Russia, 1804-1013

Locality Ten small Ten lurge Difference
crops erops
L 1T N $0.02 $a.76 $0.16
SBaralov. . e 0.87 0.57 0.30
Difference, . ... ..ot it $0.05 $a.19 | oo

19 cents hetween Saratov and (Odessa.  When the crop was small, the
difference was only 5 cents. A large crop always depresses local prices
as compared with central markets, but is most depressing in a region
where the market machinery is not perfected.

The average spread in price between Liverpool and Chicago was 108
cents. In mine years when the world crop was small. the spread was
11.2 cents (table 7). Tn nine vears when the crop was large, it was
10.4 cents. In this case the large crop showed a smaller spread than did
the swmwall crop.

In nine vears when the crop was small, the spread hetween Liverpool
and Kansas City prices was 20.7 cents (table 78). When the crop was
large, it was 21.7 cents.  Again it costs more to market cheap wheat than
high-priced wheat. The same principle is shown in the comparison of
prices at Liverpool and at Odessa, Russia (table 79).
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TABLE 77. Revation ofF S1zE oF WokLp WnEeat Cror 70 WHOLESALE PRICES oF
Rep WHEAT 0F GooD Averace Quatity at LivErroot ANo 1o CHuwaco PRICES
or No. 2 REp WINTER WhEAT, AucusTJuLy, 1.\«)6—97 O 1()13—14

lit Nine small Nine large Differsnce
Locality Crops ol
LAvErPOOL. et e e s $1.032 $0.976 Su 056
Lol T Y Y 0.920 n.872 0.048
ietente. i et s $0.112 $o. 104 | o

TABLE 78. Revrationsnaip or Size oF Worty WHeAT Crop 70 WHoLESALE Prices
AT LIVERPOOL AND AT KaNsas City, 18g6-rg13*

Locality Nine small Nine large Difference
crops crops
Liverpool, . oo e R §1.032 $o.9760 30 050

Kansas City o.%25 a.750 0,060

Difference. .. oo i e So0.207 $0.217

* Wheat prices at Kansas City are for No, 2 best yellow hard wheat, for the crop year Juli-
Tune: thrse at liverpool are spot prices of red wheat of good average <|uallly, for the erop year

August-July

TABLE 79. RenaTion oF S1zE oF Wored WHEAT Crorp To WioLksalLk PRICES AT
LiverrooL, TNuLAND, AND AT (ODESsA, Russia, Aucust-JuLy, Bgh-97 10

1913-14%
Locality Nine small Nine large Difference
crops crops
Liverpool, England . ............. ... c.oo0os. 81,032 $0.076 $0.056
Odessa, Russia. . .. ..., e 0.018 0 845 0.073
Difference. .. . ...l P 80,114 Bo.131 | L.l

* The wheat prices at Liverpool are spot prices of red wheat of good average ruality; those at
(lessa are spring-wheat prices,

TABLE 80. RrevLamion oF Size or UxITep STATES Srring-Wuoear Crop T0 WHOLE-
saLkE Prices oF No. 1 NorTHERN SrriNGg WHEAT AT MINNEAPULIS AND AT
New York Ciry, Avucust-Jury, 1806-07 To 1013-14

Locality Nine small Nine large Difference
Crops Crops
Ng\\'&'(]rk(Ttty...............,. ...... $1.057 $n 044 $0.113
Minneapolis. ..o o 0.958 0. 837 0.131
Difference. .. .. ..o0iu. . RPN $0.090 80.117 ..............

If two surplus arcas ship their surplus to the same market, and if in
a given year onc has a large crop and the other has a small crop. prices
will he more favorable in the region with the small local crop than in the
region with the large local crop.

The price in any given region is the algebraic sum of all the forces
affecting prices. The most depressing influence on local prices is a large
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TABLE 81. ReLarion or Sizi oF Hawo-WINTER-WHEAT Cror IN Five StTATEs
10 WaorksarLe Prices of Rep WHEAT AT Liverroor Ann at Kansas Ciry,
1890—07 10 1013-14%

Locality Nine small Nine large Difference
crops CTODS
Liverpool, . ..oveerivriiiinn. s &1.047 $o. 901 $n. 086
Konsas Cltv, o e i e e 0.0%7 ©.804 .13
Difference. .. oo oo $0.070 $o.157 | ... AU

* The wheat prices at Liverpool are spot prices of red wheat, for the crop year Avpgust-July;
those al Kansas City are for No. z choice dark hard wheat, for the crop year July—Tune.

TABLE 8z, Reraron oF Size of HARD-WINTER-WHEAT CropP IN FIVE STATES 10
WrHoLESALE Prices oF REp WHEAT AT lavirRroor anp At CHICAGD, 180607
T [013-14

Locality Nine small Nine large Difference
crops Craps
LAiverpool. .ov ot e e e e $1.047 $0.961 $0.086
CRlICREO. . o e e e e e 0.95¢ .83z 0.127
Difference. . ... AP $0.088 $0.120 | i

world crop due to a large United States crop, with the state crop large
compared with crops of other States and the county crop large compared
with crops of other counties. If the state crop is short, it tends to offset
the effects of the large world and national crops.

There is no such thing as a world market that dominates other markets.
There are thousands of markets, the rclations hetween which are con-
stantly fluctuating. The farmer is decidedly concerned, not only with
the price in the central market to which his product moves, but also with
the world produoction and with the local production. These affect his
prices in comparison with prices in the central market.

Prices are somewhat like atmospheric pressure.  Atmospheric pressure
15 supposed to support a column of mercury 30 inches high. Only rarely
does the barometer register 30 inches, Pressure is constantly fluctuating.
Wheat is much less fluid than air, and its prices cannot be explained
by a “world-market” theory.

The more important factors governing prices of wheat are size of world
crop and location of world crop.

When the world crop is large, prices in surplus areas are unusually
low compared with prices in central markets. The farther the market
in the deficit area is removed from the surplus area, the greater the
discrepancy tends to be.

With a given-sized world crop, a large United States crop depresses
American prices in comparison with Tiverpool prices.

With a given-sized world crop and United States crop, a large crop in
any State depresses prices in that State as compared with lLiverpool
and Chicago prices.

EFFECT OF LOCATION OF SUPPLY ON PRICES
The local supply of wheat has an important effect on local prices. In
1911, 34 per cent of the United States wheat crop was produced east of
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the Mississippi River (table 83). Average farm prices east of the river
were 4 cents above prices west of the river. In the following year, only
16 per cent of the crop was produced east of the Mississippi River.
Prices in the East were 21 cents above prices west of the river. Ewi-
dently something other than world production and world demand is the
cause of these striking differences.

TAFBLE 83 Reration oF Si1ze oF THE WHEAT Cropr 1o Pricks N DIFFERENT
Recrons
Production, in millions Per cent of the ; :
of bushels total crop Prices, in cents
Year West of East of West of East of West of East of
United Missis- Missis- Missis- Missis- Missis- Missis- Differ
States Sippl SIppL sippi SippL sipni STl cnce
River River River River River River
1000 ... 7060 504 186 72 28 93.6 110.2 10.6
(410, ... 635 425 210 67 33 38.8 95.1 6.3
IGEL..vu. 621 4t0 211 66 34 Q0.2 Q4.1 3.9
917, ... 730 613 117 84 1) 76.8 97.6 20.8

Timoshenko? has shown that Russian interior prices of wheat are
more affected by the Russian production than by world production.

Average prices of No. 1 northern spring wheat in Minneapolis and in
New York City are shown in table 84. In the eighteen years from 18g6
to 1913, the New York price averaged 10.8 cents above the Minneapolis
price. The variations were from 7.7 cents to 14.6 cents in different years.
In 190809 the difference averaged 7.7 cents, and in the following year
12.9 cents.

TABLE 84. Prices oF No. I NorTHERN WHEAT IN MINNEAPOLIS AND IN NEW
York City, Cror YEAR Avcust-JULy, 1806-07 TO TO13-T4
Prices in Prices in :
Crop year New York City Minneapolis Déf:nr(é:)ce

{cents) {cents) )
Br.1 70.6 10,5
1677 04.1 13.6
79.7 6.0 10.7
9.1 7.7 I1.4
Bi.0 72.9 TI.1
| =Le T e 3 8z .0 72.2 0.8
TO02=03 . o vttt mir et s 861 5.7 1C. 4
TGOZ=0d . . ot v e cni e b i, 09.3 0.9 0.4
e T 120.5 119.0 9.6
IODE=00. . ot irr i e 03.4 43.6 .8
TOOG=0 . . ittt e 03.4 83.0 9.3
TO0T=08 ittt et et ITh.4 107.0 o4
TOOB- 00, L i i i 124.0 16,3 7.7
L ToT s 4 I131.2 108.2 12.9
IOTO=IT oy e r et ammrecammar e aneens 113.8 163.2 10,6
191112, 18,9 107 .8 1,1
1912-13. 100. I 8s.5 1.6
1913-14. .. 103.0 88.1 i1.9
Average. .........- e e 100, 0 89.3 10.8

Average prices of No. 2 red wheat in Chicago and of red wheat of good

average quality in Liverpool are given in table 8s.

? Timopshenko, V., P. Wheat prices and the wotld wheat market, p. 107,

University Library. 1627,

For sixteen vears

Thesis in Cornell
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the Liverpool price was 9.9 cents above the Chicago price. The variations
were from 17.8 cents higher in Liverpool, to 12.7 cents higher in Chicago.
In 1909-10, Liverpool prices were 3 cents higher than Chicago prices.
In the following year they were 11 cents higher,

TABLE 85. AvErace WHoLESALE PrRICES oF No. 2 REp WINTER WHEAT AT
Cuicaco axp ofF Ren WIxNTER WHEAT oF Goob AvEraGE QUALITY AT LIVER-
pPooL CroP YEAR AvucusT-July, 180800 To 1013-14

Prices in Prices in :
Crop year Liverpanl Chicagn Dz;ﬁ:;sgce
{cents) (cents)
v

IBOS-00. . ... 85.2 69.0 13.3
IBOG-I000. . .. e e 86.0 69.1 17.8
L L 86.4 72.5 I13.9
IP0T=02. . ..ttt 87.6 73.4 14.2
IOOZ=03 . . oot e e s 88 8 75.3 3.5
B+ T R o T 00.4 91.0 -1.2
00403 . ot e 06.8 169.5 -12.7
190300 . .. e ¢8.0 85.3 12.7
T000-07 . . e 23.8 78.0 15.8
1907-08. ... 109.9 95.0 14.9
TO0R— 0 . L e e 121.09 116.1 5.8
TOOD IO .o e 114.1 T14.1 3.0
LD 5 T U8 P 106.8 05.8 I1.C
b 53 3 B T14.1 100.7 13.4
LD - i T 112.3 103.9 3.4
B e 105.6 9z.9 12.7

Average. ... ... 100.1 90,2 9.9

The Kansas farm price of wheat for sixteen years averaged 18
cents below the Chicago price of No. 2 red winter wheat (table 86). In
1911, Kansas farm prices were 4 cents below Chicago prices; in the
following ycar they were 32 cents below.

TABLE 86. Kansas Farym Prices of WHEAT axn Cricaco WHOLESALE PRICES
oF No, 2 Rep WinTer WaeAaT, DEcEMEBER, 18081013

Chicago wholesale Kansas farm Difference
Year price price (cents)
(cents) {cents)
........ 67 50 17
................................. 6% 5z 15
e e e e it} 535 15
...................................... b 59 13
...................................... 74 55 19
e e i e e, 23 5g 24
s e et e A cse e e je ¥ -1+ 23
.................................. 88 T 17
...................................... 74 3 16
...................................... Q7 82 15
...................................... 104 88 16
...................................... 122 96 26
...................................... a3 LX) [§]
..................................... 93 G 4
...................................... 106 S 32
...................................... 90 7 7
............................... 8¢ 71 I8

Kansas farm prices for seventeen vears averaged 29 cents below Liver-
pool prices (table 87). Iu 1911 they were 16 cents below and in the
following year they were 35 cents below,

Russian prices are even less rclated to Liverpool prices. Prices at
Saratov varied from 4 to 41 cents below those at Liverpool (table 88).
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TABLE 87. Kansas Farym Prices oF WHEAT axp LivErroor WHOLESALE PRICES
oF RED WHEAT OF Goop AVERAGE Quarity, Decemser, 18¢6-1913

Liverpool wholesale] Kansas farm Difference
Year price price (cents)
{cents) (cents)

99 63 36

100 FE) 35

87 - 50 37

&1 52 29

86 55 3r

Qo 39 arI

88 55 33

88 59 29
A 89 .

96 7I 23

90 58 32

113 82 3

19 4] 83 28

xzr ab 25

o4 83 20

107 Qr 6

. . 109 T4 35
e 105 w90 20
09 70 20

TABLE 88, WHoLkSALE Prices ofF WHeaT 1x LiveErpoon, EXcLAND, AND IN
Saratov, Russia, CrorP YEearR AvcUsT-JULY, 180007 TO 1013-14

Liverpool, Suaratov, i o
Crop year England Russia ng:rﬁ:)ce
{cents} (cents)

L= T L e e et e e Bo.2 48,2 41.0
180793 Y16.8 76.2 406
1568-00. | 85.2 6.3 8.9
1800-1000. . . . 86.¢ 60.3 26.6
TOII=0T o 4 4 et e et e e e et et e e 86.4 58.90 27.5
THOT=0Z. ... FE d47.6 Tr.1 16.5
TOOZ=03 e o e et e e 88.8 62,1 26.7
TONZ=0F e o o ot e e e e 00,4 61.3 29,1
T 05 . o e 6.8 02,1 33.4
50D . L e e 68.0 75.4 22.6
P07 . . e e 03.% 37.8 6.0
0708, L e 109.9 105.¢ 4.0
b 18T R« Lo 121.9 Q7.4 24.5
TQOP=T0. L ottt 117.1 7.7 30.1
BOTO-TT. L e 106.8 74.1 32.7
TOLL-L2. i e e e T14.1 I08.2 5.6
A & R o A 112,3 88.9 23.4
L e 105.6 76.0 24.6
AvVerafe. . ..o e - 100, 4 76.0 21.4

Timoshenko® has demonstrated that prices of wheat are not fixed in
the world market. For different countries and different markets the
relative importance of local-crop conditions and world-crop conditions is
very different.  The importance of the world market on prices decreases
as one passes from great importing markets to harbor markets of export-
ing countries, to interior terminal markets, to local markets, and finally
to farm prices. Local prices are not “world prices” minus the “cost
of marketing.”

Russian-interior prices of wheat are more closely associated with Rus-
sian production than with world production, Prices in France are ahout
equally affected by home and by world production. German prices are

; Timoshenko, V. P. Wheat prices and the world wheat market, Thesis in Cornell University
i.ibrary. 1g927.
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more closely associated with world production. Liverpool prices are
more closely associated with the amount of wheat directly at the disposal
of western Europe, than with the world production. Imports of wheat
into western Europe influence prices there more than prices influence
imports, Imports depend more on the size of the crop in surplus coun-
tries than on prices in importing countries,

Timoshenko has shown also that spring-to-fall changes in wheat prices
at Liverpool, Berlin, and Paris are more closely associated with fluctua-
tions in the production of wheat in the east-European surplus area and
the west-Furopean deficit area, than with American production. The
Southern-Hemisphere wheat production is the major factor influencing
changes in prices from fall to spring. The fall-to-spring changes m
prices are not so highly associated with Southern-Hemispliere production,
as are the spring-to-fall changes with Northern-Hemisphere production.

EFFECT OF PRICES ON PRODUCTION

Of the factors affecting acreage of wheat in North Dakota, the price
of spring wheat on December 1 represents 1o per cent, and the price of
spring wheat the second vear preceding represents 18 per cent; or, prices
for the past two years represent 28 per cent of the factors affecting
changes in acreage. The price has more effect on the acreage of the
second vear than 1t does on the acrcage of the first year.® A\ 25-per-cent
change in price tends to increase the acreage the following year 3 per
cent, and the second year 5 per cent.

The price of wheat represents 2o per cent of the factors affecting change
in the number of homcstead entries the following year, and 19 per cent
of the factors the second following year. DPrices of wheat for the two
years in succession are 39 per cent of factors affecting the changes in the
number of homestead entries?®

% Per CeNT DETERMINATION OF THE ACRES 0F WHEAT 18 NorTH Daxora By THE DEcCEMBER 1
PrRick ur SPRING WHEAT 1N NoRTH IYAKOTA THE FIRST AND SECOND PRECEDING YEARS, 1892-1913

Nq = acres of wheat in North Thaketa in » vear;

Nu= December 1 price of spring wheat in_North Dakota in y-t year;
Ni= December 1 price of spring wheat in North Dakota in y-2 year,

Per cent
Decemrber 1 price of spring wheat in North Dakota in y-1 vear......... ..., 10.2
Diecen.ber 1 price of spring wheat in North Dakotain y—2 year................. i8.z
B - e . 28.4

Rix=0.533

1 Pgr CENT DETERMINATION OF THE HOMESTEAD ENTRIES IN THE PRAIRIE PROVINCES OF CANADA
Ry THE LUNITED STaTks DeceMber : Price oF WHEAr IN THE PRECEDING AND THE DECOND
PrEcEDING YEAR, 1890-1011

N, = homestead entries in the Prairie Provinces of Canada in v year;

Ng= United States December 1 farm price of wheat in the preceding, or y-1, year;

Xy = United States December 1 farm price of wheat in the second preceding, or y-z, vear,

United States farm price Per cent
Preceding year, X} ..... .. 20.0
Second preceding vear, X B.g
B2 7 35.9

Rin=0.624
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SIX GRAIN CROPS

The total pounds of the six grain crops,*' corn, wheat, oats, barley,
rve, and buckwheat, in relation to the average price per pound of these
crops as affected by production, is shown in table 129 (page 106). When
the United States production of these six crops was 20 per cent below
normal, prices were 13 per cent above normal.

The prices of the important individual grains fluctuate more violently
with supply than do the prices of the six grains combined. Lheoreti-
cally it might be assumed that when wheat is scarce other grains are
substituted, so that the full effect of the scarcity is not evident in prices.
On this theory a shortage in the total of all grains would make prices
fluctnate more violently than would a shortage in any one crop, because
substitution would be more difficult. This does not scem to be the case.
Apparently the prices of each crop fluctuate fairly independently, and put-
ting the six crops together smoothes the curve —- probably hecause in a
given year one grain may he scarce and high in price, and another mayv be
abundant and cheap. Such prices tend to counterbalance each other.

HOGS
EFFECT OF SUPPLY ON PRICES
The figures for the number of hogs slaughtered in western markets,
and the average weights per hog, arc available since 1870, This makes it

possible to know the total pounds of live hogs entering the markets
in the corn-belt territory. The number packed in the winter months,

PRICE PRICE

130, \ P /3 _\ .
A . * -
*

7 ~

o Th—
e A L~ L
2 00 /30 7, %) 73
WINTER HOG PACK WINTER HOG PACK
Fiocure 54. RELATION OF THE WESTERN FIGURE 55. RELATION OF THE WEST-
WINTER HOG PACK 70 THE PURCHAS- ERN WINTER HOG PACK TO THE PUR-
ING POWER OF THE NOVEMBER-FEB- CHASING POWER OF THE UNITED
RUARY PRICE OF THE WESTERN WIN- STATES JANUARY I FARM PRICE, 1875
TER HOG PACK, 1877-78 To 1013-14 1914
When the hog pack in the West was 20 per When the hog pack in the \West was zo per
cent helow normal, the price was 21 per cent cent below normal, the United States farm
above normal price was 14 per cent above normal. When

the pack was 2o per cent above mormal, the
price was 1¢ per cent below normal

" Warren, G. F. Prices of farm products in the United States. U, S. Dept. Agr., Bul. 999,
p- 6. 1921,
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November to February inclusive, has been used as an indication of the
supply coming on the market. The variations in these months in suc-
cessive years probably give a reliable index of the variations in the total
year’s supply.

From 1877—78 to 1913-14, a supply of hogs 20 per cent below normal
brought prices 21 per cent above normal in these markets (figure 54 and
table 8g). This indicates that the price of hogs fluctuates violently
with supply.

In the same period, receipts 20 per cent below nortnal made the United
States farm price of hogs 14 per cent above normal (figure 55 and
table 89). The United States farm price includes many deficit areas
and is therefore a mixture of deficit and surplus prices.

In the same period, receipts 20 per cent below normal made the Janu-
ary 1 farm price on Iowa farms 18 per cent above normal {figure 56 and
table 89). The farm price is the value per head of hogs and pigs of all
ages. Ii prices were available for hogs ready for market, lowa farm
prices undoubtedly would fluctuate more violently than do prices in the
central markets. It is probable that, on the average, there is an unusual
supply of pigs on farms when hogs are high, and a small supply of pigs
when hogs are cheap. This extra supply of pigs would tend to lower
the average farm value, when market hogs are high. This would tend
to reduce the violence in farm-price fluctuations for all hogs and pigs.

When the supply of hogs going into western markets is 20 per cent
below normal, the Rhode Island farm price averaged only 9 per cent
above normal {(figure 57 and table 89). Rhode Island prices were very
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FIGURE 57. RELATION OF TIIE WESTERN
WINTER HOG PACK T(O THE PURCHAS-
ING POWER OF THE RHODE ISLAND

FIGURE 50. RELATION OF THE WEST-
TRX WINTER HOG PACK TO THE PUR-
CHASING POWER OF THE IOWA JANU-

ARY I FARM PRICE, 1878-1914

When the hog pack in the West was zo
per cent below normal, the lowa furm price
was 18 per cent above normal. When the
pack was zo per cent ahove normal, the
price was 13 per cent below normai

JANUARY I FARM FPRICE OF HOGS,
1878-1914

When the hog pack was 20 rer cent helow
notmal, the Rhode Island farm price was only
9 per cent above normal.  When the pack
wis 20 per cent above normal, the price was
7 per cent below normal
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TABLE 8. Revatiox oF TPouxps oF Hocs PACKED 1N THE WESTERN MARKETS
X THE WIiNTER PEriop, 187778 10 1913-14, TOo PRICES

{From table 129)

Pack 26 per Pack zo per
cent below cent above
normal normal

Per cent that
prices were
above normal

Per cent that
prices were
below normal

Western market prices, 1877-7B 10 101314, . . o.ovo oo ool 21 I4
United States value per head of howrs on furms, January 1, 1878-1014 . 14 a
Towa value per head of hows and pigs on farms, January 1, 1878~1914. ... 18 13
Rhade Island value per head of hogs and pigs on farms, January 1, 1878~
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1800-1914

When thie hog pack was 20 per cent below
normal, the retail price oi ?ork chops was 4
per cent above normal, When the puck was

20 per cent above normal, the retail price was
3 per cent below normal
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FiGure 60. RELATION OF THE WEST-
ERN WINTER HOG PACK TO THE PUR-
CHASING POWER OF THE UNITED
S'_I'ATES RETAILL PRICE OF BACON,
1800-1¢14
When the hog pack was 20 per cent below

normal, the retail price of bacon was 6 per

cent above normal.  When the pack was zo

per cent abeve normal, the retail price was 4
per cent below normal

FERN WINTER HOG PACK TO THE PUR-

CHASING POWER OF THE UNITED

STATES KETAIL PRICE OF HAM, 1800~

1914

When the hog pack was zo per cent below
normal, the retmi! price of ham was o per cent
abuve rormal.  When the pack was ro per

cent above normal, the retail price was 4 jper
cent helow mnormal
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FIGUrRE 61. RELATION OF THE WEST-

ERY WINTER HOG PACK TO THE PUR-

CHASING POWER OF THE UNITEDR

STATES RETAIL FRICE OF LARD, 1800

1914

When the hog pack was 20 per cent helow
narmal, the retatl price of Jard was % per cent
above normal.  \When the pack was zo per
cent above normal, the retail price was 6 per
cent helaw normal
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erratic, which is a further indication that the number of hogs in western
markets was not the only factor affecting Rhode Island farm prices.
When the pounds of hogs packed in the West from 188990 to 1913-14
were 20 per cent below normal, retail prices of pork chops were only 4
per cent above normal. Retail prices of ham and bacon were 6 per cent
above normal. lLard was 8 per cent above normal.
When the retail prices of pork chops, ham, hacon, and lard are com-
bined in the proportion in which these commodities are marketed,’™ an
" approximate retail price for the entire hog is obtained. When the hog
pack in western markets was 2o per cent below normal, the retail price for
all pork was 6 per cent above normal {table go and figure 62).

TABLE go. REeLation ofF Pounos oF Hoos PAcKED v THE WESTERN MARKETS IN
THE WINTER PERIOD, 188000 TO 1913-14, TO PRICES
{From {able 129)

Pack 20 per
cent below
normal

Pack z0 per
cent above
normal

Per cent that | Per cent that
prices were prices were
above normal | below normal
Western market prices, T889-G0 10 101374 ... v vv it v un .. 21 4
United States retail price of pork cheps, 18go—1014. ... ... o oL e. 4
United States retal price of ham, 18c0-1013. ... . ... .. ... .. ...
United States retail price of bacon, 18001014, ... . .. ...
Urited States retail price of lard, 1850-101
Pork chops, bacon, ham, and lard combined, 180-1914
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FIGUSE 62. RELATION OF THE WESTERN  FIGURE 03. RELATION OF THE WESTERN

WINTER HOG PACK TO THE FURCHAS-

ING POWER OF THE AVERAGE UNITED

STATES RETAIL PRICE OF PORK CIIOPS,

BACON, HAM, AND LaRD, 1890-I914

When the hog pack was 20 per cent below
normal, the United States average retail price
of pork products was 6 per cent above normal,
When the pack wus zo per cent above normal,
the price was 5 per cent helow noermal

WINTER HOG FACK TO THE PURCHASING

POWER OF THE PACKERS’ PRICE OF THE

WESTERN WINTER BOG PACK AND THE

RETAIL PRICE OF FOUR PORK PRODUCTS,

180901014

When the pack was 20 per cent below normal,
the retail price was 6 per cent above normal

and the packers' price was 21 per cent ahove
normal

# The United States Burcan of Labor Statistics reports that the actual family consumption was:
ork chaps, 16 pounds: bacon, 17 pounds: ham, zz pounds; and lard, 34 pounds. (U. 5. Dept.
abor, Bur, Labor Statistics. Dul. 30, p. 5, 1925.)
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A 20-per-cent shortage raised prices paid by packers 21 per cent, but
raised retail prices only 6 per cent (figure 63). A 20-per-cent surplus
depressed packers’ prices 15 per cent, but depressed retail prices 5 per cent.
If prices actually paid to farmers for murket hogs were available, even
more striking differences would be shown, The farm price is the
“cracker on the whip.”

EFFECT OF STPPLY ON TOTAL VALUE

Since farm prices of market hogs are not available, the effect of the
supply on farm prices is unknown, but the effect of supply on prices paid
by packers is available,

From 187778 to 1013~14, receipts 8o per cent of normal brouglt
prices 21 per cent above normal.  The total value may thercfore be repre-
sented by 8o per cent of 121, or 97. A 20-per-cent surplus of receipts
sold for 85 per cent of normal prices, or had a total value of 2 per cent
ahove normal. For every $100 brought by normal receipts, the small
receipts brought $g7 in the market, whereas 50 per cent more hogs brought
$102. A jo-per-cent increase in the supply added only 5 per cent to
the income at the central market, Taking out freight rates and other

TABLE g1, Reram VarLuve oF Porx

i
‘j Value of prod-
Year Pork chops Bacon Ham Lard Average* m“(:\%i’ogf_ﬂls
of live rogst

1hge L0 So.107 $o.125 $o0.152 $0.003 $6.102

180L0.... ... o.100 0.126 a.153 0,001 4,103

1802, ..., .. 0. 11L 0.129 0.157 0.008 0,106

1803.. ... 0.118 o.142 0.108 0.17T2 a.116

1Ro4.... oL, Q.112 0.135 D.I157 a.10I a.108

1895, ... 0.110 3,130 0,152 0.003 0.104

1806 .. ... ©.167 ©.126 o.150 0.088 ©.100

2,1+ I g.108 ©.127 0.151 0.083 0.100

1308.... ... 0.10¢ ¢.131 0.146 a.089 0,101

1800, . ... v.112 ©.134 0.153 0.002 6. I05

1000, ... .. 0. 110 0.143 a.162 0.000 0.ITI

1G0T 0.130 <. 158 ¢.160 0.112 0.122

1942 0.141 o, I77 ¢.184 0.127 0.134

1903 G.7T30 o. 182 o.187 0.1:20 0.133

1G04 0.137 ©.180 0. 182 Q.11L 0.120

1008 0.139 o.18% o.182 0.1I10 0,120

1006 0.152 0.106 o.106 a.121 0.141

1007 0.156 o201 0,204 a.127 G. 146

1908 . ..... a.160 o.207 ©.200 0.127 0. 140

1009, . .0v .. 0.174 0.224 0.221 0.142 9,161

1GLO a.192 0.235 0,246 0,104 0.182 $14.00
IGITL., ..., 0.179 0.297 0.230 0.140 0.169 I3.11
1GI2. .00 0,192 0.234 ©.233 6.148 0.I75 13.50
19L3....... 0,210 o.270 0.2060 3.758 0.101 I14.80
1014 0.220 0.275 0.273 o.150 0.193 15.16
1415 ©.203 0.200 0.261 0.148 0.185 14.39
1916 0.227 0,287 0.294 0.T73 0.208 16.13
571 & BN, 0.319 0.410 0.382 0.270 Q.290 22.07
wid.... ., Q.30 0.529 0.479 0.333 0,367 28,46
1919 0.423 0,554 ©.534 q.369 Q.400 31.02
1920.. .. ... 0.423 0.523 0.555 0.293 0.379 29.39
19121 0,349 0.327 0.488 o.180 0,300 23,25
1922, ....,. 0.33¢ 0.3%8 o.4%8 0.I70 0.287 22.20
1923 Q.304 ©.391 0.455 @, 177 Q.275 2I.31
924.. .. ... 0.308 0.377 0.453 ©0.190 0.277 2T.51
1025 0,366 0.467 0.520 0.233 ©.332 25.7%
1626, .. 0.395 0.503 0.574 ¢.219 0.350 27.16
1029 0.368 0.472 0.3550 0,193 0.326 25.32

% Prices are as quoted by the United States Bureau of Labor Statistics.  Weights were: pork
chone, a6: bacon, 17: ham, 22: lard, 33. For methed of calculation, see tables g9 and 100,
§ From table 100,
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fixed charges, it is clear that the farmers received much less for 120 hogs
than ifor &0 hogs.

For each $100 paid by consumers for a normal supply of pork, %85
would be paid for 20 per cent less pork, and $r1gq for 20 per cent more
pork. As compared with a short supply, consumers would pay 34 per cent
more for §o per cent more hogs, whereas the farmers would receive less
for the larger supply. This additional money paid by consumers remains
in the hands of city persons.

In the four vears 1923 to 1926, the number of hogs slaughtered in the
United States under federal inspection varied from 41 million to 53 mil-
lion (table gz). The total amounts paid for the pork at retail prices
were fairly constant during the four vears. ‘The consumers paid about
3 per cent moere for the larger amount than for the smaller. In these
vears the pork bill of the consumer was constant, regardless of supply.
Prices were so adjusted that quantity times price equaled about two
and one-half billion dollars

TABLE g2, Numier oF H0G6s SLAUGHTERED UNpER FEDERAL INSrECTION®
Xu{nbe; °fr h(i)gs Value of live Value of live Value of pork at
Year > ‘:1“‘5{“’]‘ & 1 hogs at hogs at United States
under ledera farm prices Chicago prices retall prices
mspection
53.300.000 $ B3is.000,000 {$ 903,000,000 2,555,000, 000
22,000,000 800, ooo, 000 vi5 ., 000, 000 2,300,000, 000
43,000,000 1,001,000,000 I,713,000,000 2,491,000, 080
40,600,000 1,078,000,000 [,127,000,000 2,481,000, 000
* 17, 8. Dept. Agr., Yearbook 1926, p, 1102, 1106, Live hogs were assumed to weigh =225 pounds.

For 53 million hogs the packers paid gos million dollars.

For 41 mil-

lion hogs they paid 1127 million dollars, but the consumers paid slightly
more for the larger supply.
Consumers paid 75 million dollars more for the larger supply, but

farmers received 223 million dollars less for the larger supply.

cities kept the difference in the form of handling charges.

The

RELATION OF WHOLESALE PRICES OF HOGS TO RETAIL PRICES OF PORK

Prices for heavy hogs in Chicago since 18)0, and retail prices of pork,

are shown in table 93.

WroLesare Prices oF Heavy Hoes ar CHICAGe To

TABLE 93. Rrratiox or
Ux1tep States Reran Prices ofF Pork Pronucrs
Thirteen Seven Frve Six Six
years, Vvears, years, Vesrs, vears,
1890- 1502 | 1903~1900 | 1910-19T4 | IQI5-T020 | 10211926
Retail prices of products per 100 pounds of
live hows. ... il EERT $7.05 $10.43 $13.53 822.87 $23.63
Wholesale prices per 100 pounds of live hogs. 3.77 5.90 7.90 13.48 9.46
Difference, or charge for distribution....| $3.18 S4.44 $5.835 $g.30 $14.17
Per cent wholesale price is of retail price 6o 57 57 59 40
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In the period from 18go to 1902, it cost $3.18 to retail products from
100 pounds of live hogs. In the five vears before the war, it cost $5.85.
In the six years 1921 to 1920, it cost $1.4.17.

In the past six years, pork retailed at 72 per cent above the five-year
pre-war average, but packers paid only 20 per cent above pre-war prices
for hogs. The Towa farmer’s position is even less favorable than these
figures indicate, because freight and handling charges from the farm to
Chicago have risen more than have farm prices.

Retail prices are high enough compared with pre-war prices to provide
a prosperous agriculture if the farmer receives his pre-war share of the
retail price. The proportion of the money left in the hands of city people
is now high. In the five vears before the war, the packers paid 57 per
cent of the retail price. If packers had paid 57 per cent of the retail
price in the six vears 1921 to 1926, they would have paid an average of
813.47 instead of $g.46. This difference has not all been kept by the
packers or by any other single agency. It has been absorbed by the
entire distributing system. Most of it is represented by wages,

The costs of distribution have risen much faster than wages have.
When compared with the five years before the war, costs of distribution
have risen 142 per cent, whereas union wage rates have risen only 126
per cent (table 94). Since the period from 180 to 190z, wages have
risen 213 per cent but costs of distribution have risen 348 per cent.

TABLE 94. RrevLation oF Waces 1o CosT oF DistriBUTING PORK

[800-1002 l 1003 -1000 | 1910 1014 | 1015-1920 | 1021 1028

Index number of cost of distribution, ., ... . 54 76 100 16T 292
Index number of wages. . ..., ... ..., 72 a7 100 158 226

Supply and demand have heen such that the pork produced on Ameri-
can farms was disposed of at retail in the six vears 1921 to 1920 at
72 per cent above pre-war prices.

Those persons who attempt to explain farm prices solely on the basis
of supply and demand, believe that because farm prices are low, supply
must be high or demand low. Some theorize one wayv and some the other.
The consumer’s priec does not indicate that there has been a low demand
or a high supply. Retail prices have been 72 per cent above pre-war prices,

EFFECT OF SUPPLY ON RELATIONSHIPS OF FARM, WHOLESALE, AND
RETAIL TI'RICES

Before the war, when the hog pack was small the packers paid an
average of $6.01 for hogs (table 95). The pork from these hogs retailed

TABLE ¢5. ReratioN or Pounps oF Hocs Packep 1§ Tare WEsT, To Pricrs,

1800191
Twelve vears of Thirteen vears of .
small pack iarge pack Difierence
Percentof pormalpack. .................. Ro 8 4 T R
Retail price per 100 pounds of live hogs. . ... $10,85 89.81 Sr.04
Prices paid by packers per 100 pounds of live
oS . e 6. oL 4.60 T, 41
Difference. ............ ... il $4.84 $3.21 | ...
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at $10.85, a difference of $4.84 to cover all charges from the time when
the hogs were hought by packers until the pork was sold at retail. When
the pack was large, the packers paid $4.60 and the product retailed at
$9.81. The difference was $5.21.

As for practically all other farm products, it cost more to get cheap
hogs to the consumer than high-priced hogs. When the packers paid
$4.00, 1t cost $5.21 to get the pork to the consumer, WWhen the packers
paid $1.41 more for hogs, it cost 37 cents less to get the pork to the
consumer.

If prices paid to farmers were available, the discrepancy between farm
and retail prices when hogs are high and when they are cheap would be
even more striking. With the yearly wvariations in supply, the less the
farmer gets, the more the channels of distribution absorb. Expressed
in terms of cause and effect, the more the retail price drops, the more
the channels of trade absorb.

Rhode Island and Iowa farm prices are shown in table 96, Rhode
Island prices are much higher than Iowa prices, and are more stable.

TABLE ¢6. RerLatiow or Pouxns of Hoes Packep 1N 1HE WEST, T0 FarM PRICES
per Hean, Jaxuvary 1, 1890-1914

Twelve years of | Thirteen vears of Difference
srall pack large pack
Rhmle[slmd Srr.a7 $9.61 $r.86
lowa........... e 8.04 7.02 .92
Dxﬁercnce..,.............u,,..,.....l $2.53 82.506 ] oo e

§

The effects of the size of pack on retail prices of individual products
are shown in table 97, Prices of bacon are the most flexible and those
of lard the least flexible. Apparently the demand for bacon is an insistent

TATBLE ¢7. ReLatioNn ofF Pouxps oF Hogs Packep 1y tHE West, 70 UNITED
StaTes Retain Prices ofF DIFrereNT Pork Proovucrs, 1800-1914

Twelve years | Thirteen vears [ Difference
of small pack | of large pack L
(cents) (cents) i Cents Per cent
10.8 17.9 | 1.9 11
8.0 T6H. T 2.2 13
4.9 13.3 1.4 10
12.1 I1.2 Q.9 8
i

one, but substitutes are used for lard which prevent the price from rising
so much when the supply is short. Since lard is preferable, the use of
tard substitutes decreases when lard is cheap.

COST OF DISTRIBUTION

In 1917 the products from 100 pounds of live hogs retailed at $22.97
(table o1, page 73). In 1921 these products retaited at $23.23. In the
former year farmers received $13.39, and in the latter year $7.84 (table 98).
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Costs of distribution have risen even more
rapidly than bave wages

The low prices of 1921 are commonly attributed to high supply or low
demand. Consumers paid more in 1921 than they did in 1917, although
farmers received a little over one-halt as much.
had risen enough to make up the difference. Costs of distributing pork
have been fairly constant i the past eight vears. i
and costs of distribution are shown in table 91 and in tables 98 to 102.

Costs of distribution

Farm and retail prices

TABLE o8, Averace Pricks Pamn 10 FarMers N THE UNrren STATES PER 100
Pouxps rFor Hogs, as REuporTED By THE UNITED STATES DEPARTMENT 0F AGRI-

CULTURE

Jan. | Feb, | Mar. | Apr. | May | June | July | Aug. | Sept. | Oct.
1010-24 48 7.03($ 7.12(8 7.47|5 7.59{% 7.23|8 7.16[5 7. 258 7.4TjS 7.61|8 7.38
1o ...| 7.7 7.87] 8.03] 9.26| R.50o| 8.30| B.rs] 7.7%] 4.27] 8.0%
101 ... 7.4 7.04f G.74] 6.I7| 5.72] 5.06] 5.921 6.54]1 6.53] O.0u
I012.... 5.74] s5.79) 5.04| 6.78] 6.70| 6.65 6.64]l 7.1 471 7.0
1913 ... . 6,77 7.77| 7.02f 7.04| 7.45[ %7.61| %.8: Z.79| 7.6R] 7.6a
1014.... 7.45] 7.75/ 7.80] 7.80| 7.60| 7.43] 7.72] 8.1: 8.11f 7.43
1015....| 6.57] 6.34] 6.33] 6.48| 6.77] 6.8BG| 6.84] 6.61) O6.70) 7.I#
1916, ,.. 6.,32] 7.07] 7.80) B.21| B8.37| 8.21 8.40| 8.61 0.22) 8.67
1917....| ©.16] 10.33] 12.32] 13.671| 13,72 13.50] 13.35] 14.24| I15.00] 16.15
1918. ... 15.26) 15.03| 15.58) 15.76| 15.84] 15.37| 15.58( 16.89| 17.50| 16H.50
1019, ...{ 15.60| 15.53| 16 13| 17.30| 18.00} 17.80| 190.22| 19.30| 15,81} 13 88
192¢... .| 13.36| 13.62] I3.50f 13.73| I3.44] 13.78| 13.63| 13.5% 13.98| 13.57
1021....1 8&.721 8.58] o0.13] 7.968| 7.62| 7.221 B.007 8.73 45.5I| 7.31
1922,,.. 6.80f 8.24) o.08]{ B8.83] .05 ©.11] 9.12] 8.54] 8,23] A.33
1923....) 7.77] 7.63| 7.52| 7.45| 7.13] 6.37] ©.68] 6.85| 7.81f 7.23
1924....] 6.5¢0] 6.51 ©6.63] 6.7¢| 6.68; 6.55| 6.60; 8.54; 8.s50/ a.45
1925..., 9.31] o.62 11,83 11.64| 10.78] 10.82| 12.02] 12.19| 11,50} ¥1.1I0
1920....) 10.09| Fr.76| 11.650 1:.40 17.97} 12,80 12.69| I1.60| 12.0%] 12.06
27, ... 10.07| 11.18] 10.80; 10.41 ©.41] B.40| B.58 9.23| 0.78] 10.1H
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TABLE g9. RETAIL VALUE oF Pork v THE UNiTED Statis, 1¥ CENTS PER PounD*

Jan. | Feb, | Mar. | Apr. | May | June | July | Aue. | Sept.| Oct. | Nov. | Dec. | Year

1010~-14.1817.58)|817.55%17.74[518.07($18.17(518.23($18.51({518.00]810. 06[318., 388|518, 28{8x7.77[|318.24

91o....] 17.33] 17.65; 17.95| 18.23| 18.47| 18.70| 18.84| 18.70| 18.50] 18.20] 17.82} 17.58| 18.1%
IGTI....| 17.52| 17.33} 17.03| 16.63| 16.52| 16.58] 16.80| 17.22| 17.32| 17.05| 16.30| 16.01| 16.80
io1z,, 16.18| 15.89 16.18) t7.05| 17.41| I7.45] t7.57| 18.17| 18.83| 10.1%1| 18.35 17.7%] 17.50

IUT3 17.81] 17.03[ 18.59| 19.22| 19.00| 10.19{ 10.73| 9.9 20.:2| 190. 00| 10.31| 18.82| 10.14
I014.. 18,86 18.97| 18.93| 19.21| 19.37] 10.22] 10.63| 20.03| 20.55| 20.12| 19.57| 18,68| 19.352
1915,...0 18.23} 17.88) 17.71| 18.21| 18.61; 18,66] 18,76 18.75| 18.80| 10.31| 18.76 18.04) 18.50
1216....| 18,22| 18,52| 19,50, z0o.03( 20.61| 20.85| 21.09| 2r.50| 22.47] 22.31] 22.57| 22.21| 20.80
91y, 22,53 23.76] 25.52) 28.18| 20.47| 20.82| 2¢.99] 30.89| 33.19]{ 34.47| 33.62| 33.81| 29.5¢

1918....1 33.79| 33.02] 33,88 34.54] 35.12| 35.49( 36.17' 37.80| 40.00| 40.22| 30.73| 39.33] 36.66
1919....] 38.05| 37.03} 37.47| 39.47| 41.07! 41.48| 43.49] 43.68] 31.76| 30.78| 38.066| 36.83] 30.06
1920....] 36.42| 36,14 36.10; 37.84) 38.04] 37.97| 3¢.23| 39.64| 40.86] qr.00} 38.60f 32.35| 37.83
1921....) 31.78| 30.22| 30.40| 31.03} 20,74] 20.26} 29,88 31.76| 3r.22| 20.75} 27.73] 26.70| 20.95
1922....| 25,03| 20.61| 28.36] 29.01) 20.57% 20.67; 29.02( 20.85| 2z0.78] 20.83} =28.58| 27 28| 28.71
1023....| 27.07| 26.82| 26.67] 20.73| 27.10| 27.13| 25.61; 27.04| 20.60[ 29 01} 27.26| 25.27| 27.43
1021, ...| 26.44] 25.90| 25.71) 26.19| 26.58] 26,60 26,74] 2z0.27] 2z0.05! 30.99| 20.52| 28.606| 27.70
1925.. 20.50| 29.51| 32.77] 33.34| 32.82) 33.04) 34.55| 35.2:1) 33.207 33.82] 33.03| 33.05| 33.10
m26h.,. | 33.18] 33.25} 33-43| 33.75| 34.70} 36.49| 36.81] 36.33| 35,741 30.52] 34.908] 33.74| 34.98
1927....] 33.30] 32.01| 33.01| 33.01] 32.60| 31.93| 31.75| 32.54] 33-41| 33.74] 32.03] 30.58] 32.61

* Retail prices are those reported by the United btates Bureau of Labor Statistics. The weights
are as follows: pork chops, 361 bacon, 373 ham, 2z2; lard, 34. A ¥ good to choice medium butcher ™
hog weighing z15 pounds was killed' in January, 1928, % C. D. Schutt, of the Department of
Animal Husbandry at Cornell University, and every edlblc part sold at retail. Prices for the
four products weighted as above, averaged 30.56 cents per pound. Recause of the lower prices
received for some cuts, the average retail price was 27.14 cents, or 89 per cent of the weighted
average, Prices in this table are therefore 8¢ per cent of the Buresu of Labor Statistics weighted
average.

TABLE 1oo. AvERAGE RETAIL VALUE oF Propucrs pER 100 Pounns oF Live Hocs*

Jan. | Feb. | Mar. | Apr. | Mav | June | July | Aug. | Sept. | Oct. | Nov. | Dee. | Year

1910~14.($13.65(313.63(313.77:814.03|814. 11 (814.15(814.37(%14.74(314. 80i514.601$14.10/513.80|814. 10
1910....| E3.63] 13.70| 13.04} I4.15| 14.34] 14.52| 14.63} 14.52( 14.36| 14,13} ¥3.84] 13.65] 14.00

I9IL. .. .| 13.60| 13.46| 13.22) 12.01] 12,83 12 87| 13.04) 13.37| 13.45) 13.24] 12.66| 12,43} 13.11
1912,...| I2,56| 12,34 12.56| 13.24) 13.52] 13.55| 13.64| 14.17| 14.62[ 14.84| I4.25| 13.80] 13.59
1913....| 13.83| 13.92] 1.$.43| 14.92] 14.80] I4.90| 15.32| 15.48| 15.62| 15.45| 15.02] 14.61] 14.86
1914, ... T4.64] 14.73] 14.70| 14.91} 15.03| 13.92( 15.24| 16,25| 15.96| 15.62] 15.19{ 14,50 15,16
19:15....| I4.15{ 13.88| 13.75] 14.14| 14.45| 14.49] 14.57| ‘I14.50] 14.67| 14.99| I4.57] 14.01| 14.306
1916....| 14.1I5] 14.38]| 15.14| 15.55| 10.00| 16.19) 16.37| 16.69] 17.45| I7.32] 17.45| 17.24] 10.1§
1917 ..., 17.49 18.45) 19.81| 21.88| 22 88| 23.15; 23.28| 23.98| 25,77] 26,76] 26.10| 26.25| 22.97
1918, ... 26.23| 26.10] 26.30| 26,82 27.27| 27.55| 28.08] 29.35| 31.06] 31.23| 30.85| 30.54| 28.46
1019....] 30.23] 28.75| 20.00| 30.00] 31.89| 32.21| 33.77| 33.9!| 32.42| 30.89| 30.02] 28.5¢] 3r.02
1920... .| 2B 28| 28.06] 28.03| 20.38] 29.53| 20.48| 30.40] 30.78) 31.72| 31.90| 20,97] 25.12} 20,39
1921 .,..| 24.67] 23.46] 23.60| 24.00| 23.00| 22.72| 23.20] 24.66( 24.24| 23.10| 21.53f 20.73] 23.25
1922....| 20.13| 20.68}] 22.02] 22.52| 22.6] 23.04| 23.23| 23.18) 23.712} 23.16] 22.19| 21.18] 22.20
1923 21.02[ 20,82 20.71| 20.75| 21,11] 2z1.06| 21.44| 21,60| 22,98| 22.52| 21.16] 20.40{ 21.31
1924, .. .| 20,53 20.11| 10.06] 20.33| 20.64| 20 65| 20.76] 22.73| 23.25| 24.06] 22.92] 22.25) 21.51
1025....| 22.90| 22.0I| 25.44| 25.80| 25.48} 25.065] 26.85] 27.34| 27.38] 27.03| 26.34] 25.66| 25.75
1026....] 25.76] 25.82 25.90( z6.20] 26,04 28.33| 28.58| 28,21 28.52| 28,35] 27.16| 26,20 27.16
1927....| 25.85] 23.55] 25.63| 25.63] 25.38| 24.70| 24.05| 25.26| 25.94| 26.20] 24.87| 23.74| 25.32

*In 192t and 1922, the dressed weight of hogs slaughtered under federal inspection averaged
26 per cent of the live weight, Shrinkage in shipment amounted to 1 to z per cent, Dressed
weight was therefore about 75 per cent of the weight for which farmers were paid, (U. §, Dept.
Agr., Yearbook 1922, p. 267, 903, 905.) Pork represents 96.6 per cent of the total value of the
hog (Clemen, R, A., By-products of the’Ipack:m: industry, 1927, p. 9). The hog therefore produces
products equivalent to 77.64 pounds, he values in thls table are 77.64 per cent of the values

shown in table go.

EFFECT OF PRICES ON CONSUMPTION

Since wholesale prices and farm prices fluctuate so violently, the assump-
tion is commonly made that consumers use about the same quantity of
food regardless of prices. But in the twenty-five vears before the war,
a 5-per-cent drop in the retail prices of pork led consumers in this country
or in some other country to dispose of 2o per cent more hogs (table go,
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TABLE 101. Cost or DistrRIBUTING Propucts pEr 1oo Pounds or Live Hocs
(Table 100 minus table 98)

Jau. | Feb, { Mar. | Apr. | May | June | July | Aug. | Sept. | Oct. [ Nov. | Dec Year
1010-14.|8 6.62|$ 6.51[8 6.36/$ 6.44|8 6.88|8 6.00($ 7.12|$ 7.27:8 7.10|3 7.28/§ 7.228 7.08 S 6.01
wro....| 5.87] 5.83 s5.01] 4.80] 5.750 6.06l 6.48] 6.74] 6.0 G.05 6.23 6.49) 5.93
1915....] 6.16; G.42f 6.48 6.74 7.11) 7.21| 7.1z &.83 6.92[ t.15 6.%0 6.71] 6.82
1912....| 6.82| 6.55[ 6.62] 6.46] &.731 O6.90[ 7.00) 7.00 F.15 7.14| 7.20 6.01] 6.88
s013....] 7.06] 6.75] 6.8 6.08] 7.35] 7.29| 7.51] 7.69 .03 7.85| 7.69] 7.45| 7.37
1or4....] 7.15] 6.08] 6.90| 7.11] 7.44| 7.49| 7.52) 8.ty 7.85 8.19| 8.19| 7.83 7.50
1015....| %2.58 7.54] 7.42| v.66] 7.68] v.69 w.73 7.0% 7.88 7.81 B.22 7.9%1 7.77
w6, ... 7.830 7.31| 7.28 7.341 7.63| 7.98] 7.97) B.08 &.23 8.65] B.7:if 8 48] 7.95
1017....] B.33] 8B.12[ 7.400 8.27| D.16| 0.635 9.93] 9.74 ro.o8} r10.61] 10.79l 10.52| 9.38
1018 ., 10.97| IT.07 10.72| 11,00} 11.43| I2.18}) 12.50] [2.40| 13.50| 14.73| 14.93| 14.72 12.54
019., 11.550 13.22f 12.96| 13.21] 13.80| 14.41| T4.55] 14.61| 16.61| 17.01 16.66] 15.03| 14.70
1020. . 14.02| 11.44| r4.44] r3.65[ 16,00 16.30| I0.87| 17,19} T7.74 8,33 18.33] 16,22] 16.37
1921....| 15.035, 188 14.47] 16.13f 15.47] 15.50| r5.11| 15.93] 16, 73| 15.79] 14.87] 14.21| I5.41
1022,...| 13.24] 12.44f I2.94] 13.6G} 13.9I| 13.93( 14.1I 14.63) 14.89 14.83] 14.47| 13.55] 13.89
1023....| 13.250 [3.77| I3.10] 13.30) 13.08[ 14.00] 14.70 r4.84) 1s.17| 15.29| 14.50] 13,01| 14.18
1oz, .. .| [3.04] 33.87] I3.33] 13.63] 13.06] 14 10f 14,16 14.19] 1475 14.61] 13.30] 13.86] I14.03
5025, ...0 13.39| 13.20| 13.61| 14.25] [4.70 19.83| 19.83| 15.15| i5.88} 15.87) 15.08| [5.15 14.75
1026, .. .| 13.77) 14.00] 14.31| 14.71) 14.07| 15.53| 15.8¢ 16,55 16.45| 16.29] 15.71) 15.23} 15.30
927 ... 14.8!{{ 14.30] 14.74| 15.22| 15.97| 10.39] 10.07| 16.02 16,16 16.01] 15.88) 15.60] 15.04

TABLE 102, IxpEX NUMBRERS oF THE Cost oF DISTRIBUTING PORK in THE UNITED
STATES

(Corresponding months for 1910-14 = 100)

Jan. | Feb. } Mar. | Apr. | May | June | July | Aug. Sept. | Oct. | Nov. | Dec. | Year
wpie....| 8¢ 00 79 76 84 87 91 93 85 83 86 92 86
1611, 93 00 102 105 103 103 oo 94 96 08 94 93 99
rgr2....| 103 io1 104 100 oR 00 o8 %6 o0 08 100 98 100
1913, ... 107 104 107 108 107 104 105 100 110 108 107 105 107
I914....| 700 107 108 110 108 107 106 112 100 T3 113 j 531 110
1015....| TI§ 116 117 110 712 110 100 109 tro 107 114 113 112
1916, ... I18 JIz T14 I1q 111 114 TI2 111 114 11¢ 121 120 118
1817.... 126 125 118 128 133 138 139 134 140 146 140 149 139
1018 ... 66 i70 1609 172 1606 174 176 71 189 202 207 208 181
1010....| 220 203 204 208 202 200 204 201 231 234 231 223 214
920, .| 225 222 227 243 234 233 236 236 247 252 254 224 237
ozr....| 241 229 228 250 225 222 212 219 233 217 200 201 223
922, ...| zoo 190 203 213 202 190 198 201 207 204 200 1971 201
1023....| 200 202 207 207 203 210 207 204 211 210 201 168 203
1924 ... 211 208 210 212 203 202 199 195 208 201 108 106 203
1925, ... 205 204 253 221 274 z12 208 208 221 218 217 214 213
1920, ... 223 216 225 228 218 222 223 228 220 224 2[8 2158 222
10257 ... 225 221 232 236 232 234 220 220 225 220 220 220 226
1

page 72). In order to dispose of a supply of hogs 20 per cent ahove
normal, it was necessarv to drop the price of lard 6 per cent, ham and
bacon 4 per cent, and pork chops 3 per cent. It is often stated that the
human stomach cannot be expanded and that consumers are reluctant to buy
an increased supply. Apparently this does not hold for pork or for beef.

The inflexibility is in distributing charges rather than in consumers’
demand. In fact, distributing charges are worse than inflexible. They
are highest when prices are lowest.

EFFECT OF PRICES ON SUPPLY

The weight of hogs received is affected by hog cholera, by effects of
weather on the number of pigs saved, and by size of the cormn crop.
Therefore there is considerable irregularity in receipts in different years
as related to previous prices.
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Prices of hogs packed in the West were low in 1889, 1807, 1904, 1907,
and 1gi11 (table 103). In those years, prices averaged 81 per cent of
normal. Following these low prices, receipts were low in 18¢2, 1902,
1906, 160g, and 1913. They averaged 88 per cent of normal.

TABLE 103. RELaTION OF Pricy Pam By Packers For Hoos 18 THE WEST, To
THE SUBSEQUENT SUPPLY*®

(Normal = 100)

Years of low prices Subsequent pack Years of high prices Subsequent pack
Prices Prices

Year ‘paid by Year Pack Year paid by Year Pack
packers packers

1880, . P 80 1802 63 146 1308 146

1897.. . 78 1002 o3 I3L 1004 I10

1004, . . ;¥ 1906 100 108 1007 114

1907, . 74 100G 8o 131 1071 117

191t 03 1913 102 112 1615 136

Br e -1 T | I25 | vevvenns I25

* The hog cycles varied in length, so that with any given lag over a series of years a complete
reversal of cycles occurs for a purt of the period, This obscures the etfect of price on supply
when any fixed lag is used. The writers have therefuore compared prices with the subsequent
supply according to the length of the particular cycle, This method shows the effect of prices on
supply but does not shuw the exacl date on which the supply will arrive.

In the years 1802, 1901, 1900, 1909, and 1913, prices were high, averag-
ing 25 per cent above normal. These high prices werce followed by
high receipts in 1898, 1904, 1907, 1911, and 1915. The reccipts in these
years averaged 25 per cent above normal.

Under pre-war conditions, a given percentage change in prices paid
by packers resulted in about the same percentage change in supply. In
the years just before the war, the increased supply was likely to arrive
two or three years later,

The cffects of retail prices on subsequent supply are shown also in
table 104. On the average, a 5-per-cent rise in retail prices of pork
products, before the war, resulted in a 2g-per-cent increase in the hogs
packed m the West abott two to three vears later,

If hogs would remain high in price, the effect of any given price would
be greater. ‘The hog cvcles are short, and many farmers, having had

TABLE 104. Revartion or ReraiL Price oF ¥our Perk Propucrs To THE Sus-
SEQUENT SUPPLY

{ Normal=100)

Years of low prices Subsequent pack Years of high prices Subsequent pack
United States Um‘tfd Stata?
retail price of retail price o
Year four pork Year Pack Year four pork Year Pack
products products

| 2:1: 3 TN 85 1802 63 dp2...... - 108 1808 146
1807, ciiviannn. . 03 1602 03 <13 SR 104 1904 110
b {11 X T o6 1006 100 1906.,....... a6 1907 114
IO0T . v vviarnnn. 191 1009 80 I900. v vuvsuns £09 1911 1E7
IOTT. . ovvuunnn. 102 1913 102 1013, ...t 108 1915 136
Average...... oy ... 88 fF ... . s oo 125
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considerable expense in inereasing the supply only to receive less income,
do not respond to inercased prices as they would if they expected to
receive these prices when the hogs were grown.

' BEEF CATTLE
EFFECT OF SUPPLY ON PRICES

The purchasing power of cattle other than dairy cows at United States
farm prices on January 1, from 1880 to 1927, is shown in figure 60. The
major centers of high prices average about fifteen years apart. When

Index_numbers
195

15 \

AANAN

-

-/ R/ /RS | /R ¥Viza

FIGURE 66. PURCHASING POWER OF THE UNITED STATES JANUARY I FARM
PRICE OF BEEF CATTLE, 1880-1027
The major centers of high prices average about fifteen vears apart. The last high was

in 1915, 1f the cyele is of average length, beef cattle may be expected to rise in
purchasing power until about 1930

cattle are high in price for a few years, farmers begin to produce them as
rapidly as is feasible and prices are reduced as quickly as the new supply
appears on the market. Liquidation then begins, and it takes from eight
to ten years to reduce the supply sufficiently so that prices begin to rise.
It will be noticed that the number of years of high prices is less than
the number of years of low prices. The curve has a broad, flat period
of low prices, and a short, sharp period of high prices.

Price cycles for dairy cows are about the same as cycles for beef
cattle.!s

The purchasing power compared with receipts at Chicago, from 18go to
1026, is shown in figure 67. When receipts are high, prices arc low.

For the period from 1890 to 1914, receipts at Chicago were compared
with the purchasing power of prices of 1200-1500-pound steers at Chicago
for the following January* When receipts were 20 per cent below

YWiVarren, G. F., and Pearson, F. A. The dairy eycle. Farm economics, no. 45, p. 68g,
Jull'ie'i‘hlegzgﬁrchasing power of the farm price nf cattle other than dairy cows for two complete

cycles from 1890 to 1922 had practically no secular trend. The average for the periad was there-
fore taken as i1oo. The changes in purchasing power were calculated with this average as a bLase.
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FicURE 67. PURCHASING POWER OF THE UNITED STATES JANUARY I FARM

PRICE OF BEEF CATTLE, AND RECEIPTS OF CATTLE AT CHICAGO, I300-1020

When the receipts of cattle at Chicago are high, the prices for beef cattle are low, Con-

versely, low reccipts of cattle at Chicago are accompanied by high prices
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Fisuar 68, RELATION OF  RECEIPTS 3
OF CATTLE AT CHICAGO, 1890-1014, FrGure 6. _RELATION  OF  RECEIPTS
T THE PURCHASING FPOWER OF OF CATTLE AT CHICAGO, _1890719143
PRICES OF 1200—-1500-POUND STEERS To THE PURCHASING TOWER OF THE
AT CHICAGO THE FOLLOWING JAN- UNITED STATES FARM PRICE OF BEEF
UARY : CATTLE ON THE FOLLOWING JAN-
. . UARY 1
When receipts were 2o per cent below .
normal, prices were 17 per cent above When receipts were 20 per cent helow
normal normal, prices were 39 per cent above normal
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normal, steers brought 17 per cent more than normal. When receipts
were 20 per cent above normal, steers brought 12 per cent less than the
normal price (figure 68 and table 105).

TABLE 105. Carrie Recerers AT CHIcaGco RELaten To RETain Prices, To CHicAGo
WHoLESALE Prices, aNnp 10 Farm Prices, 18go-1914

{From table 120)

Receipts 2o per Receipts 20 per

Laocality cent below cent above
narmal normal
Per cent that Per cent that
rices were prices were
above normal helow normral
Farm prices, Nebraska ... ... ... 50 28
Farm prices, United States .. 39 24
Prices of fat cows and heifers, g, ., 40 24
Prices of canver and cutter vows, Chicago 7 kY
Prices of 1z00-1560-pound steers, Chicag 17 12
Prices of top cattle, Chicago. ... ......,.. . 15 II
Retai! prices of round steak, United States. . ................ 15 1L

For the same period, the Umted States farm prices of cattle other than
dairy cows were 39 per cent above normal when there was a 2o-per-cent
shortage in Chicago receipts, and were 24 per cent below normal when
there was a zo-per-cent surplus in Chicago receipts (figure 69).

United States farm prices include
many areas that are deficit areas, so
that farm prices fluctuate less than
in surplus areas. In Nebraska, the
farm price on January 1 was 50 per
cent ahove normal when Chicago re-
ceipts were 20 per cent short, and
was 28 per cent below normal when
there was a zo-per-cent excess of
Chicago receipts. It 1s no wonder
that farmers drastically curtail pro-
duction when prices drop so violently,
and 1t is no wonder that they so
decidedly overproduce when a 2o0-
per-cent shortage of cattle increases
farm prices by 50 per cent.

When cattle receipts at Chicago
were 20 per cent above normal, pure-
bred Shorthorn cows sold at public
auction brought 46 per cent above )
gormal, indicating that prices of pure- Ly C{f‘ﬂé o

reds are more flexible than are
prices of other cattle. Tf prices for  FIGURE 70. RELATION OF RECEIPTS

identical classes of purebred cows OF CATTLE AT CHICAGO, 18GO-1914,
TO THE PURCHASING PFOWER OF THE

were available, much greater flexibil- NEBRASKA FARM FRICE OF REEF
ity would be indicated. - When cattle CATTLE ON THE FULLOWING JANU-
are high in price, animals of inferior ARY 1

quafity are sold at public auction. When the receipts wrre 2o per cent helow

When cattle are clieap, only the best ~ tormal prices were so per cent above
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- FIGURE 72, RELATION OF RECEIPTS
FIGURE 7I. RELATION OF RECEIPTS OF OF  CAMILE At CHICAGD To THE
CATTLE AT CHICAGG TO THE PUR- PURCIIASING POWER OF THE PHICE

CHASING POWER OF THE PRICE OF OF PUREBRED ROAN SHORTHORN
PUREBRED SHORTHORN COWS  SOLD BULLS SOLD AT PUBLIC AUCTION,

AT PUBLIC AUCTION, 1803-1917

When the receipts of cattle were zo per

1803-1017

When the receipts were 20 per cent below

cent Lelow normal, prices were 46 per cent normal, prices were 42 per ceat above

above mnormal

normal

will bring enough to pay for the expenses of such sales.
were 104 Shorthorn cattle'® sold at reported public sales, but only 1249

were sold in 1g24.

In 1920 there

The effect of receipts of cattle at Chicago on the Utah farm prices of

cattle of different ages, is shown in table 106 and in figure 73.

Prices

TABLE 106. Catrie Receiers AT CHicaco, 1893-1014, RELATED To THE UTAH
January 1 FarMm Price oF CATTLE oF DIrFERENT AGES THE FoLLOwING YEAR

(From table 129)

Age

Receipts 20 per
cent below
normal

Per cent that
prices were
above normal

Receipts zo per
cent above
norntal
Per cent that
prices were
below norimal

Under One YeAT. . .ttt 37 22
One year and under two years, . ... o i . 35 22
Two yearsand over. .. .o e 3L zZ0
% Warren, (5. F., and Pearson, ¥. A. Prices of purebred and common beef cattle. Farm eco-

nothics, no. 34, p. 448, May 15, 1926,
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70 700 /30 FIGURE 7J. RELATION OF RECEIFTS OF
BECEIPTS AT CHICAGO CATTLE AT CHICAGO TO THE PUR-
CHASING  POWER  OF  THE UNITED
FIGURE 73. RELATION OF THE RECEIITS STATES  RETAIL  PRICE  OF  ROUNB
OF CATTLE AT CHICAGD, 1803—1014, TO sTEAK, i8go-1y1g
THE PURCHASING POWER OF THE UTAH When reecijts were 2o per cent below normal,
FARM PRICE OF CATTLE OF DIFFERENT round steak was 14 per cent above normal

AGES THE FOLLOWING YEAR

Prices of yvearling cattle flnctuate more than
do prices of twa-vear-old cattle. The farther
removed is the unfinished from the finished
product, the more violently do prices fluctuate

of young cattle fluctuate more violently than do prices of old cattle.
This illustrates the general principle that prices for finished products
fluctuate less violently than do prices of unfinished products. The farther
removed s the unfinished from the finished produet, the more violently
do prices fluctuate, Calves fluctuate more violently in price than do cows.
Much of the value of purebred cattle in excess of grade prices is due to
their ability to improve the quality of grade cattle. The highest-priced
purchred cattle are the farthest removed from the market. The bulls
from such a herd are bought by brecders of less valuable purebreds, who
in turn produce bulls to e sold to farmers who have grade cattle. There-
fore the prices of the best purebreds, being farthest removed from the
finished product, uctuate with extreme violence — so violently that many
breeders are bankrupt every time the cattle cycle falls.

From 18go to 1974, a 20-per-cent shortage in the receipts of cattle
at Chicago was accompanied hy a 15-per-cent increase in retail prices
of round steak in the United States (table 105 and Agure 74). When
the receipts at Chicago were 20 per cent above normal, round-steak prices
were 11 per cent below normal.
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FIGURE 75. RELATION OF THE RECEIPTS
OF CATTLE AT CHICAGO, 1800-1014,
T¢ THE PURCHASING POWER OF THE
PRICE OF TOP CATTLE AT CHICAGO, THE
UNITED STATES RETAIL PRICE OF
ROUND STEAK, AND THE NEBRASKA
FARM PRICE OF REEF CATTLE

The prices of top cattle, which are the mast
widely quoted prices of beef cattle, do not
measure the changes in the prices that the
farmer receives. T'he response of price of
top cattle and retail price of round steak to
the changing supply of beef is about the same,
The much-quoted *“top price” of cattle at
Chicago is a much better measure of what
the consumer pays than of what the farmer
receives
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When the Chicago receipts were
20 per cent below normal, the retail
price of round steak was 15 per cent
above normal, steers at Chicago
brought 17 per cent above normal
prices, and beel cattle on Nebraska
farms were worth 50 per cent above
normal.

The relationship of the Chicago
price of steers to the retail price
of round steak is shown in hgure
77. Apparently, a given percentage
change in the price of round steak
is accompanied by about the same
percentage change in the price o
steers at Chicago.  If prices for all
cattle sold at Chicago were available,
the relationship might be different.
The expectation is that wholesale
prices would be more flexible than
retail prices.

When cattle receipts at Chicago
were 20 per cent below normal, Chi-
cago prices of country hides were
17 per cent above normal (table
107 and figure 76). Prices paid to
farmers for country hides fluctuate
much more violently.

EFFECT OF SUPPLY ON TOTAL VALUE

For each $100 brought hy a nor-
mal supply of steers, 20 per cent
less would have brought $94 at
Chicago prices and a supply 20 per

TABLE 107. Carne Receiprs at CHicaco REvLatep 1o THE WHoOIESALE Prices

Receipts 20 per
cent below
normal

Receipts 20 per
cent above
normal

Country hides. . . ..o i i s e
Packer hides. ............

Per cent that
prices were
above normay

17
16

Per cent that
prices were
below normal
12
Ir

cent above normal would have brought $106.

If farm prices of market

cattle were available, it is evident that a so-per-cent increasc in the

number of cattle would reduce the total income.
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FIGUKE 76. RELATION OF THE RECEIITS i |
OF CATTLE AT CHICAGO TO THE PUR- 80 a0 100 120 1O
CHASING POWER OF WHOLESALE ROUND STEAK AT AETAL
PRICES OF COUNTRY HIDES AND "
PACKKR HIDES AT CHICAGO, 1802~ FicUkE 77. RELATION OF THE UNITED
1914 STATES  RETAIL  PRICE  OF ROUND

. STEAK, 1800-1914, TO THE FPRICE OF
Chicage prices of country hides fluctuate 00 ! e .
more than do those of packer hides. Farm 12 IS00-POUND STEERS AT CHICACGO
prices would show even greater fluctuation THE FOLLOWING JANUARY

When the price of round steak was 20 per
cent albove normal, the pricc of steers at
Chicagyo was 21 per cent above normal

At Nebraska farm prices, an 8o-per cent crop of cattle would have
bhrought $120, but a 120-per-cent crop would have brought only $86.
Fifty per cent more cattle brought 28 per cent less money.

RELATION BETWEEN WHOLESALE AND RETAIL PRICES

For five years hefore the war, the average retail price of round steak
in the United States was 20.1 cents per pound (table 108). In the six
vears 1921 to 1926, the average retail price was 34.1 cents. Retail prices
mereased 70 per cent.  Drices paid for steers in Chicago increased from
$7.89 to $9.71, or only 23 per cent.  Prices received hy farmers increased
anly ¢ per cent.

This again illustrates the fact that supply and demand are such as to
nake food sell in American cities at prices enough above pre-war

TABLE 108, ReLaTioN oF WHOLESALE PRICES 0oF STEERS To RETAIL I’RICES OF
Rounnp STEAK

Thirteen Seven Five Bix Six
years, years, Years, YEArs, Vears,
1890—!902 TQ03}-1909) | I1Q10-10T4 | IQI5-1020 l_‘)ZI—lQZé

Round steak, United States retail price per
pound . ... e $o.128 $0.149 $a0.201 $ 0. 320 $0.342
1zoo—1500-pound steers, Chicage wholesale
priceper oo pounds. ... L.l 4.85 5.60 7.89 1z 88 0.71
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prices to sustain agriculture if the farmer received his usual share of
the retail price,

Practically the same comparisons are shown for hogs. Compared with
pre-war retail prices, pork rose 72 per cent whereas prices paid by packers
increased only 20 per cent. The agreement is surprisingly close. When
compared with the petiod from 18go to 1902, retail prices for both
stcak and pork have nearly trebled, whereas prices paid by packers have
doubled.

Low farm prices are repeatedly attributed to over-production or low
consumption, but the total beef and pork supply is being consumed.
Retail prices show that supply and demand are balancing at a high figure.
The present low farm prices are primarily due to changes in whe gets the
money and not to changes in supply or demand. The extra money paid
by consumers is not reaching the farmer. It remains in the cities and
causes city expansion and not farm expansion,

EFFECT OF SUPPLY ON RELATIONSHIPS OF FARM,
RETAIL PRICES

WHOLESALE, AND

In twelve years when Chicago receipts were low, the cattle on Nebraska
farms were worth 50 per cent more than in thirteen years when receipts
were high (table 109). In these same years, round steak retailed for 2
cents more per pound than when receipts were high.

TABLE 100, Prices 1N YEars of Hice aNp ¥ Years oF Low REecmieTs oF
CattLE aT CHICAGO, 1800-1014

Twelve Thirteen
years of vears af Difference
low receipts | high receipts
Farm price of cattle other than dairy cows, Nebraska........ $27.98 $18 03 $0.05
Parm price of cattle other than dairy cows, United States. ... 22,64 16,31 6.33
Wholesale price, 1200-i500-pound steers, Chicago. ... ..., 6.08 5.16 0.02
Retail price of round steak, United States.............. ... .. 0.150 a.139 0.02

COST OF DISTRIBUTION

In 1917, beet sold at retail for an average of 23.11 cents per pound

(table 111).
(table 110).
and the comsumers’ price.

prices declined.

Farmers reccived 8.14 cents per pound for beef cattle
There was a difference of 14.97 cents between the {armers’
In 1921, beef retailed at 25.59 cents per
pound but farmers received only 5.53 cents.

Retail prices rose but farm

The contparison can be better made on a basis of live weight, since the

farmer sells on this basis.
animal are shown in table 112,
1921, it amounted to $159.20.

The retail receipts from a 1000-pound live
In 1917, this amounted to $143.70.
In 1917 it cost $62.30 to distrihute the

In

beef, and in 1921 it cost $103.90 (table 113), so that farmers received
$81.40 in the first case and $55.30 in the second. Some persons believe
that the lower farm price in 1921 was due to overproduction, hut retail
prices were higher than in 1917.
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TABLE 110, AvVERAGE PrICES Pamp 1o FARMERs v Tae UNITED STATES PER 1000
Pounps rvor BrEr CATTLE, As REPORTED BY THE UNITED STaTES PEPARTMENT
OF AGRICULTURE

Jan. | Feb. | Mar. | Apr. | May | June | July | Aug. § Sept. | Oct. | Nov. | Dec. | Year

1910-14|$50.40]851. 720|852 o0 $55.00[$55. 00[854. 40/$53. 30853. 60/853. 50(853. 20/852. 10852, 20{553 . 10

1010. . .f 47.10| 36.40| 48.70{ 53.10| 52.30| 52.00| 48.40] 40.40] 46.50] 406.40] 44.80| 41.50( a8.10

(9I1...1 45.80] 45.70| 46.60{ 46.70| 45.90| 44.30| 42.80| 43.90) 44.30| 43.20} 43.60| 43.70] 44.70
1912, ..| 44.60] 16.10) 47.50] 51.50} 53.60| 52.38| 51.70] 53.70] 53.50] 53.60] 52.20| 53.30| 51.10
f913...1 54.00| 55.50{ 58.80c] 60.80] 60.10| O0.20| 50.80| 50.10} 50.20| 60.50l 59.80| 50.60| 50.00
1914. . .1 80.40] 61 60] 62 8p| 62.00f 63.30] 63.20| 63.80] 64.70| 63.80] 62.30} 60.20| 6o.z0| 62,30
1915, ..1 59.99] 5¢.30! 50.20| 59.60f 61.30| 62.00| H0.70! 61,.80] 60.%a| G0.40} 58.50| §7.50; 6a.10

ig16. . .| 5R.50! 50.g0| 63.70] 66, 00| 67. 30| 60.10] 67.80| 65.10] O5.50| 63.70| ©4.30f 65.60] 63.80
1817, . .| ©8.60] 73.60) 70.10] 85.70) 87.00]{ B6.50| 83.00f 8r.570| 84.00| Sa.50] &2.10] 82.40| 81,40

1918, .| 83.30] 85.50| 88 50l 07 30l103.80[104.00]100.70| 97.15] 6. 30| ©3.30| or.40] o2.80! vi 50
1019. . .| 96.50|160.20[103, 40108, 10|108, 40{102.00] 09.60| 98.20| 00.20| ¥6.50] B6.50] 86.30] vy.20
1920...| $0.00, Bo.80] o0.80| 02.0u| B9.70] 03.20| 89.30| 85.60] 82.90| 77.70| 41.50| 63.60} 84,70

1o2t. . .| 63.20] 60.20] 63.60| 6a,80] 50.80| 56.50| s4.00| 53.90| 40.80| 48 10| 46.00f 46,20l 55.30
1922...) 47.30] 50.70] 54.60| 55.30] 57.00] 5B.46| 57.00| 55.10| 54.40| 54.80) s2.90| 52.80| 54.3¢

1923. .. §55.10| 55.50] 56.20 57.8cl 57.70| 58.20| 57.20( 56.06| §7.00| 54.80] 52.30 52.00] 55.00
1924. . .| §3.801 54.70) 56.30| $8.20] 50.40| 57.00| 56.50| 56.70} 55.30| 55.20| 54.30{ 53.50| 56.00
1925...] 56.30| 36.90; 61.80| 65.50) O04.8c| 64.60| 65.50! 65 80| 62.70| 63.10] O61.40| 61.80] 62.50
19260, .} 63.10] 64 20| 66.50| 66.60] 65.70] 65.60| 64.60] 62.00} 64.80] 63 30| 63.20| 64.20] 63.60
1527, ..] 64.50 66G.00 68.20f 71.30| 71.70| 70.80] 71.30| 7z.14| 74.20! 75.50| 80.00| 83.20] 72.40

TABLE 111. RETAIL VALUE oF BirF 18 THE UNITED STATES, 1n CENTS PER PoUND¥

Jan. | Feb. § Mar. | Apr. | May | June | July | Aug. | Sept. | Oct, | Nov. | Dec. | Year

19T0-14| 15.68] 15.74] 15.03| 16.24| 16,53] 16.70] 16.82| 17.02| 16.75| 16.61) 16.42| 16.34] 16.41

1010...] 14.28] 14.27] 14.35| 14.42| 14.52] 14.50] 14.60| 14.64{ 14.27] 14.35| 34.23| 14.22] 14.38
1010, .. 14.38] 14.38| 14.47| 14.501 14.62| 24.70| 14.70| 14.74| 14.39] 12.47| 14.35 I4.32] 11.50

1912, . .1 14.60| 14.77| r4.96] 15.68 16.72 17.02| 17.15] 17.32| 17.00] 16.84] 16.53] 16.47] 16.35
o1y, ..y 1082 16.02| 17.55] x8.18| 18.18) 18.35| 18.57| 18.50} 18.57] 18 43| 18.317 18.22] 18 08
1914 ... 18,24 18.36( 18.34} 18.41| 18,61) 18.83] 10.06( 10.80] 10.47] 18.08| 18.658] 18.49 18.76
1015, .. 18. 24| TR, 01| 17.80; 17,97 18.36] 18.57] 18 Br| 18.7.4) 18.65( 18.43] 18.15; 17.03| 18.33
ot . 18.1R[ 18.23| 18,70 ro.z20] 15.78| 2z0.50| 20.28| 20.05| 20.03] 19.56| 19.27| ro.22] T9.42
wrz. .| 10.72] 20,79 21.04| 23.29] 23.79] 24.10| 24.16| 24.07| 2.4.0R] 24.32| 23.47; 23.71) 23,11
1018. . .| 24.42| 25.02( 25.40] 27.78] 30.42| 32.14| 31.80f 31.10| 31.27] 30.73] 30.35] 30.20| 20.24
1919, . .| 30.95] 30.91] 31.40| 32.441 32.87| 31.46] 31.22| 30.10| 28.84] 28.06| 27 .64) 27.58] 30.30
1920, .| 28,72 28.75| 28.84] 30.44] 30.38] 31 82| 35.00| 31.07| 31.67] 30.47| 29.66] 27.18] 30.12
1921. . .| 27.76) 20.06( 26.85] 26,77 26.56| 20. 12| 25.67| 25.68| 25.08] 24.27| 23.27) 23.15! 25.50
1922, .. 23.05| 22.95| 23.39] 23.66] 24.22| 24.58| 24.80] 24.67| 24.52; 24.40| 23.87] 23.63] 24.00
1923...[ 23.85| 23.70| 23.851 24.09] 24,45) 25.10] 25.64} 25.61] 25.80[ 25.33| 23.70] 23.61| 23.75
1924. . .| 24.96( 24.74( 24.88} 25,20f 25.71| 25.08| 25.53| 25.57| 25.39) 25.05| 24.68) 24.41| 25.15
1925. .. 24.761 24.64] 25.30| 25.90| 206.21| 26.16] 26,86 26.07] 26.45] 26,30 25 02| 25.05] 25.01
1926 . .| 26,40 20.25] 26,38 26.62] 26.83| 27.05] 27.05] 26.85] 27.03) 26.91| 26.70] 26.50 zh. 74
1927 ... 260,76 20 7R 26.87( 27,30 27.65] 27.00| 28.22| 28.28| 28.3¢] 28.50] 28.61] 20.10| 27.85

* Retail prices are those reported by the United States Bureau of Labor Statistics. The weigj]us
are as follows: sirloin steak, 3z} round steak, 32; rib roast, 31: chuck, g1; plute beef, 6o, The
Rurcau of Labar Statistics gives platc beef a weight of 23. Ewery cdible part of a * medium
cummop ” stecr slaughiered Ly C, D, Schutt, of the Department of Animal Hushandry at Cornell
University, was sold at retail.  The inferior parts weighed 1.6 times the weight of the plate heef,
anel seld for exactly the samc average price as the plate beef. For this reason, the plate heef is
given a weight of 6o instead of 23. cighted in this way and with the prices received for the
products listed, the average value was 23.9 cents per pound. The actual sale price of the sicer
was 3.5 cents per pound,

The spread between the retail price and the farm price is shown in
table 113. Since the war, it has cost about $100, or twice as much as
before the war, to get the products from a 1000-pound live steer from the
farmer to the consumer. TIndex numbers of the cost of distributing heef
arc shown in tahle 114 and in figure 78,

The cost of distribution is double the pre-war cost, and has been stir-
prisingly uniform for the past eight years. Tt has very Tlittle relationship
to the pricc of beef. It is primarily determined by freight rates, city
wages, and like factors.
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TABLE 1r2. AVERAGE RETAIL VALUE oF Propucts rrROM A 1000-Pounp Live
ANIMALF

Jan | Teb., | Mar. | April | May | June | July | Aug. ! Sept. | Oct. | Nov. [ Dee Year

1950-14. .|$ 97.50(8 57.90{$ 99.10/$101,00!$102. 805103 .00 $104.86)105.00;$104 . 20;$103 . 30}$102.10/3101.60 3102.5

88.80| 88.8¢) 89.30| su.70] 9o 30 s0.70 90.80) 91.1¢) 88.80| 89.30 88.50] 8840 B0.40
80 40 89.40f o0 00| 90.20| 00.96] 91.40| 91.46) 9E.70| 89.50) 90.00; 89.30{ 8¢.10{ 90.20
a1.40| 91.90) 93.10| 97.50| 104.00{ 105.60( 106.76] 107,76} 106.10[ 104.70} 102.80| 102.40| 101,70
104, 60] 105.20] 109.20) 113.10] 113.10) 114.10] 115.50) 115.60! 115 50| 114.60] 113.00] 113 30| 112.50
113 50| 114 20| 114 10| 114 50| 115.80 117.10| 118 6| 123.20; 121.10] 118.10[ 116.20f 115 .00} 116.70
113.50] 112,00} 110.70] 111.80] 114.20{ 115.50] 117.00) 116.60] 116.00/ 114.7¢| 113.00 111.50] 114.00
113 30| 113 30{ 116.30] 119.40| 123.00) 127.50( 124.10) 124.70, 124.40} 121,70} 119.90! 119.50{ 120.80
122 70| 129.30] 134.60] t44.90] 148.00] 150.50| 150.30( 149.70| 149.80! 150.60; 146.607 147 50| 143.70
151007 155.60] 158 50| 172.80| 189.20| 199.00| 197.80 193.40; 194.50| 191.10; 188 80/ 187 80| 181.90
102501 192.36] 195 36| 201.80| 204.501 195.70| 194.2¢( 187.20] 179.40; 174.50, 171.90| 171.50/ 188.50
178.60] 178,80 170740 183.30| 185.00| 187.96| 205.30/ 198.96| 197.06( 189.50| 184.50] 169.10| 187.30
172 70| 162,10 165.10{ 1GG.50| 165,20/ 162.50] 159.70] 159.70| 156.00( 151.00( 144.70F 144.00| 159.20
143 401 142.70] 145 50| 147.20| 150.60! 152.00| 154.30; 153.40| 152.50( 151.80| 148.50( 147.00! 149.30
148.30] 147.80| 148.30| 149,80 152.10] 156.10| 159 50| 150.30| 160.50] 157.66) 153.60| 153.10! 153.90
155 30] 153 90| 154.80| 156.70| 159.90] 159.76| 158.80| 169.00) 157 90| 155.80| 153.50( 151.80( 156.40
154 00] 153.30) 157 40| 161.10| 163.00| 162.70{ 167.10) 165.90| 15¢.50( 164.10( 161.20| 161.40f 161.30
164.20! 163.30| 164.10| 165.60) 186.90 188.30| 168.30) 167,00 L68.10| 167.66] 166,10 166.10| 166.30
166,401 166 60| 167,10 17040 t72.00| 172.00| 175.50{ 175.90| 176.60| 177.30| 178.00( 181.00( 173.20

* The average value per pound of the edible part of the beef is given in table 111, The edible part represents 54.3 per cent
of the live steer, and the beef represents 87.3 per cent of the value. The average price of meat, times 0.543, Jivided by
0.873, therefore, giver the average value per pound of live weight. (Clemen, R. A., By-products of the packing industry,
1437, p. 9-10.)  Results are expressed per 1000 pounds, a8 this seems easicr to explain,

TABLE 113 Cost oF DISTRIBUTING PROBUCTS FROM A 1000-PoUND Live ANiMaL
(Table 112 minus table 110)

Jan. | Febs, | Mar. | Apr. | May | June | July | Aug. | Sept. | Oct. Nov. | Dee, | Year
£010-14|$47.10{846.80{846.20/%46.00 $47.80(540.50(851. 30{$52. 30/350. 70[{850. 10{$50. 00§40, 40[840. 00
1910, ..| 41.70| 42.40] q0.60] 36.60| 38.00| 38.70| 42.40| 44.70| 42.30[ 42.90| 43.70| 43.90| 4T.30
1011, .| 43.60| 43.70| 13.40] a3.50| 45.00{ 47.10| 48.60( 47.80| 45.20| 46.80[ 45.70( 45.40| 45.50
1g12...| 46.80] 45.80| 45.60{ 46.00| 50.40| 531.66| 55.00| 54.00 52.60] 51.10] 50.60| 49.10| 50 .60
1913, ..| 50.60{ 49.70| 50.40} 52.30] 53.00| 51.00| 55.70{ 56.50| 50.30| 54.10[ 54.00] 53.70| 53.50
1014, .| 53.10| s2.60| 51.30] 51.00| 52,50{ 53.00| 54.80 58.50| 57.30| 55.80] 56.00| 54.90| 54.30
1015...| 53.60| §2.70] 51.50] 52.20] 52.00{ 33.50] 56.30| 54.80| 55.40| 54.30| 54.50| §4.00| 53.90
1916 .| 54.60] §3.50! 52.60] 52.80] 35.70| $8.4¢ 58.30! 59.60] 5¢.10| 58.00l 55.50| 53.00| §6.00
1917.. .| 54.10] 55.70| 55.50| 50.20( 67.00] 61.00] 67.30! 68 00| 65.8a] 67.10| 63.006] 65.10f 062.30
1918, . .| 68.60] 70.10| 70.00| 75.50| B5.40] 05.90( 97.10 06.30f 98.20] 97.80| 97.40| 05.00| 87.40
woIn. .| 96.c0| 92.10| 51.90] 03.78] 9b.10| 03.7C 04.60| 89.00| 89.20| 88.00] 85 40| 85.20( 91.30
1920. .. B8 70| 8¢.00} R&. 60| 07.30 0u.30|104.70[110. 00113 30/114,10 111.80l113.00/105.50}102.00
1921, .., |10G. 50[101.90[101_50|105.70[105.40 106 .001105, 70|105. 8ol too . 20ltaz. go| o7.80( o7.80[ta3.00
roz1. . .| 95.90| g2.90} 0,60 GI.90] 93.00| o4.5¢( 97.20 08 30] 98.10] ¢7.00| 95 60] 04 20| 95.00
1925, .| 01.20( 02.30| p2.10} 0z.00] 04.40| 07.90{102.301103.30/103.50/162.80[101.301100.50 o8 .00
1924 101,50 90,20 08, 50 o8, 50100.50 ro1.8e{102, 30{102. 30|102 . 6n]130. HO[ 99. 20 o . 30l160.40
1925. .| 07.70] 9h.40| vs.60| 05.60| vB. 20| Q¥.10f101.00{I00. O 101.80{te1. 00| 00. 83| 00.60| 98 .80
1926, . ltor. 1e] on. o] 07.60) 99.00l101.20(102.70|103. 70l104 . [ol103, 301103, 300102, QG|10L. 901101, 70
1027, ..4100.00{100.60| 08.00] 09.10(100.30,102.20|104.20 103.80|102.40/101.80] 08.00| 97.80[100.80

A portion of the costs of distribution is represented by buildings and
equipient. charges for which have not risen so rapidly as have wages.
There scems to be no tendency for distributing charges to decline,

EFFECT OF PRICES ON CONSUMPTION

For the twentv-five years before the war, an 11-per-cent drop in the
price of round steak at retail prices caused a 20-per-cent increase in
consumption (table 105, page 83). A part of the bect was eaten in hotels
and restaurants at less flexible prices. It is therefore evident that con-
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TABLE 114. InnEx Numsers or TEE CosT oF DisTrIBUTING BEEF IN THE UNITED
STATES

{Corresponding months for 1910-14=100)

Jan. | Feb. | Mar. | Apr. | May | June | July | Aug. | Sept. | Oct. | Nov. | Dec. | Year

I9I0... 8o or 88 80 76 78 83 83 83 86 87 80 84
I9II. .. 93 o1 94 o5 94 95 95 or 89 [2X} o1 92 03
1912, .. [£3¢] 98 fele] 100 105 108 oy 103 164 102 101 99 103
1953. .. 107 106 100 I14 IIT 100 1og 108 IT1 108 TOR 109 109
1914. .. 113 1r2 11 112 110 109 Ia7 112 113 III 112 IIL Irt
I915. .. 114 113 111 113 111 108 I[1o 105 109 108 100 109 110

19E0, . .| 116 Ilg4 14 II1§ 117 118 114 114 II7 116 111 09 114

9r7. .. 11§ 119 120 129 128 120 131 130 130 134 128 132 127
1914, .. 146 150 152 164 179 194 180 184 104 195 195 192 178
19I9...| 204 197 199 204 201 189 184 179 176 176 7T 72 186
1920. .. 188 190 102 212 208 212 226 2L7 225 213 226 214 209
Ig2r...| 232 218 220 230 221 214 200 202 209 205 196 198 212
1022, .. 204 197 197 200 1961 191 150 | §3:3 193 194 191 191 194
923 . - 198 197 199 200 197 108 199 g8 204 205 203 203 200
1924...| Z1§ 212 253 24 210 z06 199 96 203 201 108 199 205
192§. .. =207 200 207 208 205 198 198 191 201 202 200 202 202
1926, ..| 21§ 212 211 215 212 207 202 160 204 § 208 2006 206 208
1927. .. 216 215 214 2i5 210 204 203 168 202 203 190 198 200
INDEX
z50
a-"'--‘
,--“
200 \-' e Saiiun
Ce asf c;/ islributiorn
150

100 P
L~

110 1915 1920 1925

FiGure 78. COST OF DISTRIBUTING REEF, AND EARNEINGS OF NEW YORK
FACTORY WORKERS
Costs of {ood distribution follow wages, hut they have risen lcss rapidiy than have

wages because freight rates, charges for buildings, and some ather costs, are not so
high as wages

stumers would have talken more than a 20-per-cent increase in the amount
of round steak 1f all consumers’ prices had heen reduced 11 per cent.
Combining both beef and pork, a 10-per-cent increased supply was
disposed of by dropping retail prices 2 per cent {table 117, page 04).
The flexibility of consumer demand has often heen erroncously meas-
ured by wholesale prices. Apparently the conclusions as to the amount
of food that consumers will buy at different prices need to be reconsidered.
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EFFECT OF PRICES ON THE FUTURE SUPPLY

The relation of the price of round steak to the receipts of cattle at
Chicago eight years later, is shown in figure 70. In the period from 18¢0
to 1906, an increase of 20 per cent in

CATTLE RECEIPTS the retail price of round steak resulted
“ in a 32-per-cent increase in the receipts
of cattle at Chicago eight years later
/ (table 115).

20 . As soon as prices have been high
- 4 long enough to lead farmers to believe
. that they can be depended on, farmers
100 a et increase cattle production as quickly

o as it is possible to do so.
N . In mechanical industries, it is usually
89 easy to change production quickly to
/ . meet changing prices. Agriculture re-
sponds to price changes just as suarely
& S and just as violently as does industry,
60 80 100 120 but time is required because of hio-
ROUND STEAK AT FETAIL logical facts. In a year when prices of
FIGURE 7. RELATION OF THE PUR-  DIE i{ron are 2o per cent above normal,

cisAsING rowsr oF THE UNITED  the supply is 12 per cent ahove normal.
STATES KETAIL PRICE OF ROUND  When round steak sells for zo per

$TEAK, 1890-1000, TO RECEIPTS OF :
CATTLE AT CHICAGO BIGHT veags  SENt above normal prices, the supply

LATER is increased by 32 per cent eight years
When the retail price of round steak was later. .
20 per cent above normal, it resulted in a The low purchamng power of beef
grpurcent increase in receipts of eattle at v L -
Uhicago eight years later cattie in the past few years undoubt-

edly will cause a steady rise in retail
prices of beef until about 1930. These prices will, in turn, cause an
mereased production and falling prices.

TABIE 115. RerLarion oF A 20-PEr-CENT INCREASE IN THE PURCnAsING PowEer
or tHe Ustren States Reran. Prree oF Rounp STEak, 1800-1906, To THE
NouMmier or CATTLE EicuT YrARS LATER

. Per cent
increase ejght
vears later

Total receipts of cattle, ChicaQgo. .. ... . i i e 32
Receipts of native cattle, Chicago. . . . 18
Receipts of range cattle, Chicago. .o o .. e e 74
Number of cattle other than dairy caitle, United States. ... .o . ., 25

Receipts of range cattle fluctuate much more violently than do receipts
of other cattle, Changes in prices affect production most strikingly in
strictly surplus areas.

The number of beef cattle fluctuates most violently on the ranges, less
violently in the Corn Belt, and stiil less violently in a farming region near
the consumer, as in Great Britain. This principle undoubtedly holds for
all farm products.
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COMPARATIVE EFFECTS OF UNITED: STATES SUPPLY ON
PRODUCERS' PRICES
When the United States production of corn was 20 per cent helow
normal, the lowa farm prices were 57 per cent above normal (table 116).
A similar shortage in the wheat crop made Minnesota prices 37 per

cent above normal. Similar short-
ages raised farm prices of potatoes at
RBatavia, New York, 54 per cent,
Iowa farm prices of hogs 18 per cent,
and Nebraska farm prices of cattle
50 per cent.

These figures do not indicate flexi-
hility of demand. Retail prices with
the quantities sold at retail prices are
necessary to measure the flexibility
of demand.

Before the war, when receipts of
cattle at Chicago were zo per cent
Lelow normal, retail prices of round
steak were 15 per cent above normal.
A similar shortage in hog reccipts
resulted in a G-per-cent increase in
the retail price of four pork products.
Evidently the demand for pork is
more flexible than the demand for
steal.

TOTAL FOOD SUPPLY

Thus far the relationship of the
production of a single product to its
price has been considered. The effect
of a shortage in the total meat supply
or the total crop supply is yet to be
considered.

EFFECT OF TOTAL MEAT SUPPLY ON
PRICES

The major meat products are beef
and pork. In preparing a meat in-
dex, heef and pork were given cqual
weight.  When the combined heef
and pork supply was 1o per cent
below normal, retail prices were 3
per cent above normal and United
States farm prices were ¢ per cent
above normal (table 117},

In the period from 1890 to 1912,
a 10-per-cent shortage in the supply
of cattle raised United States farm
prices 16 per cent, A similar short-
age in the supply of hogs raised the

RECEIPTS

|
e

/00 130
/?owvo STEAK AT PETAIL

Ficure 80. RELATION OF THE PUR-
CHASING POWER OF THE UNITED
STATES RETAIL PRICE OF ROUND STEAK,
1800-1000, TO RECEIPTS OF NATIVE
CATTLE AND RANGE CATTLE AT CHICAGO
FIGHT YEARS LATER

Change-. in retail prices cause violent fluc-
tuations in the number of cattle in surplus
areas such as the ranges.  An increase of 20
per cent in the retul price of round steak
produced an & per-cent increase in the re-
ceipts of native cattle at Chicago and a 74
per-cent increasc in range-cattle receipts eight
years later
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TABLE 116,
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Propucts IN SURPLUS AREAS¥

Reration oF UNITED STATEs ProuUCTiON To PRICES OF I)IFFERENT

Production
20 per cent
below normal

Per cent that

Production
20 per cent
above normal

Per cent that‘.

rices were prices were
above normal | below normal
Cora, [owa farm price ... . ... .. e 57 31
Potatoes, Batavia, New \:Urk farm D3 R (L PP 54 30
Wheat, Minmesota farm price. ..o oo 37 23
Hous, Towa farm L 18 13
Cattle, Nebraska farmpgice. ..o .o o0 e 50 28

* Corn prices are for the years 183 to 1513; potatoes, 1897 to 19:15; wheat,

18go to 1yig; and cattle, 1891 to 1915,

TABLE 117,

MEeAT PRODUCTION

1Bgo-1912
(From table 120)

B9 10 1913; hogs,

IN THE (UNITED STATES RELATED TO PRICES,

Farm prices:

Beef cattle. ., ...
Hogs. .. ...«

C atﬂe anel hog&'. combined

Retail prices:

Round steak

Four pork products
Beef and pork combined

Receipts
10 per cent
helow normual

Per cent that

prices were
above normal

-

s wo>

Receipts
19 per cent
abuve normal

Pcr coent that
prices were
hielow normal

12
5
7

[

United States farm prices 6 per cent. A Io-per-cent shortage in receipts
of cattle and hogs combined, raised the average farm prices of the com-
bined products by g per cent.

EFFECT OF TOTAL CROP SUPPLY ON PRICES

In studying the relationship of production to prices, the three crops,
corn, wheat, and potatoes, were given a weight approximately equivalent
to sales. The weights were: wheat, 3; corn, 1; potatoes, 1. A g-per-cent

TABLE 118 Mear anp Cror Propuction IN THE UNITEn STATES RELATED TO

Uniter States Farm  Prices, 18go-1912
{(From table 129)
Production Production
5 per cent 5 per cent
below above
normal normal

Per cent that

Per cent that

prices were prices were
above normal | below normat
Meat . 4 4
(,mps 3 2
Meat and crops combined. T 1
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Frcore 81, RELATION OF THE COM-
BINED RECEIPTS OF CATTLE AND OGS
TO THE PURCHASING POWER OF UNITED
STATES JANUARY FARM PRICES, 1801—
1913

A ro-percent shortage in the supply raised

PRICE.
.
120, - -
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.
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CROP PROOUCTION
Figury 82, RELATION OF THE COM-

BINED UNITED STATES PRODUCTION OF
CORN, POTATOES, AND WHEAT TO THXE
PURCITASING POWER OF UNITED STATES
FARM TDRICES, 18go-1912

A roper-cent shortage in the supply raised

prices g per cent prices 6 per cent

shortage in the combined production of these ¢rops resulted in a 3-per-cent
increase in the United States farm prices (tahle 118). This is much less
than the cffect of a 5-per-cent shortage of any one of the crops on its
price.

EFFECT OF TOTAL FOOD SUPPLY ON PRICES

The crop group and the livestock group were combined and given
equal weights, A g-per-cent shortage in total supply of meat and
crops raised the combined prices only 1 per cent (table 118). In this,
as in other cases, a given shortage of several crops seems to result in a
smaller average price change than results from an eqgual shortage in a
single crop.  In a country where famine occurs, substitution might take
place to such an extent that combined shortages would accentuate com-
hined prices.

RELATION OF FARM AND RETAIL PRICES

The Unitéd States retail prices as reported by the United States Bureau
of Labor Statistics, and the United States farm prices as reported by the
United States Department of Agriculture. are given in talble 119.

In the five years hefore the war, round steak retailed in the United
States at 20.1 cents per pound. In the six years of agricultural depres-
sion, 1021 to 1926, the average retail price was 34.7 cents. Prices paid
to farmers for beef cattle rose from 5.3 to 5.8 cents, or only 9 per cent.

Retail prices of bacon rose from 258 cents to 42.7 cents, or 60 per
cent. Farm prices of hogs rose only 24 per cent.

Retail prices of hens increased 8o per cent and farm prices 75 per cent,
This is the highest index of farm prices shown in table 119, The index
number of the farm price of eggs 1s as high as the retail prices.
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TABLE 119. Reuvarion oF UNitep States Farm PRICES A5 REPCRTED BY THE
UN1TED STATES DEPARTMENT OF AGRICULTURE, AND UNITED STATES RETAIL
PricES As REPCRTED BY THE UNITED STATES BUREAU OF LaBoR STATISTICS

Prices, in cents Index number
1021-20,
1010-14 1915-29 1027-26 | when 1010-14
=100

Beef: . .

Sirloin steak, retail price perpound.. ..., ... .. 23.1 33.3 39.5 171

Raound steak, retail price per pound. .. ... ..., ., 20,1 32.0 34-1 170

Rib roast, retail price perpound .. ... L0 18.4 27.1 .29.0 158

Beef cattle, farm price per pound .. ........ ..., 5.3 8.1 5.8 109
Hogs: o

Bacon, retail price perpound. ................, 25.8 42.9 42.7 166

Ham, retail priceperpound. ..............._ .. 25.4 41.8 49.7 106

Lard, retail price per pound. ....... .o, 15.3 26.6 19.5 127

Pork chops, retail price per pound 19.6 33.1 34.2 172

Hogs, farm price perpound ., ... .. ........ 7.2 12.3 8.9 124
Hens:

Retail price perpound. ................ ... . . 20.5 32.8 36.9 180

Farm priceper pound..... ... .0 veiiivnanans 11.5 18.7 20,7 178
Bges:

Retail priceperdozen. ..................... .. 34.0 51.3 48 .4 143

Farm priceperdozen, ....................o0n 21,6 5.3 3.4 145
Milk: L

New York City retail price per quart. .......... 9.0 12.9 14.8 164

Utica, New York, farm price per guart®......... 3.5 5.9 5.0 143
Wheat: .

Flour, retail priceper pound ... .......... ... ... 3.6 6.3 5.4 150

Wheat, farm priceperpound . .. ............ ... 1.5 3.0 2,0 133
Corn;

Cornmea!l, retail price perpound. ........... ... 3.0 5.4 4.6 153

Corn, farm priceperpound ... ................. 1.2 2.2 I.4 117

* New York farm prices of milk are those published by the New York State College of Apri-
culture at Cornell University.

Retail prices of milk in New York City increased 64 per cent, but prices
paid to New York State farmers increased only 43 per cent.

Retail prices of flour increased so per cent, but farm prices of wheat
rose only 33 per cent.

For the five years before the war, farmers received from 38 to 78
per cent of the retail price for the various products listed in table 120.

TABLE 120. PErRCENTAGE 0F RETAIL PrICES RECEIVERD BRY FARMERS

[
I910-F4 1917 1927

52 57 42
SI 59 38
38 48 37
78 85 79
56 58 55
70 76 64
Wheat flour.. .. 52 50 44
Wheat bread. .. 23% 36 21
Cornmeal. ... 30 43 27
o 1 U 6o 74 58
Weighted averapt. ... .o e e e 31 50 45

®1913-14.
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[n 1917, prices had risen strikingly hut distribution charges had not
risen proportionately, Farmers received more than their pre-war share
ot the consumer's dollar. In 1927, prices had fallen but distributing
charges remained high, and the farmers received less than their pre-war
share of the consumer’s dollar. The average percentage rcceived by
farmers in 1927 was 48,

COSTS OF DISTRIBUTION

From 1910 to 1914, farmers received $7.25 per 100 pounds of live hogs,
and in 1927 they received $9.68 (table 8, page 77). The corresponding
values of the pork [rom 100 pounds of live hogs were $14.16 and $25.32
(table 100). The differences, or costs of distribution, were $0.91 and
$15.64. The costs of distribution increased 126 per cent (table 102},

tn 1927, the costs of distributing beef were 106 per cent above pre-war
costs (table 114, page 91).

For the five years before the war, milk rLtalled at g cents per quart in
New York City and farmers received 3.4 cents for i, or, distribution costs
were 5.6 cents. For December, 1927, the retail price was 106 cents,
Farmers received 6.6 cents. Distribution cost g.4 cents, or 92 per cent
ahove the pre-war ameount.

No United States farm prices of hutter comparable with the United
States retail prices are available. Dr. G. A. Pond, of the University of
Minnesota, furnished prices paid to farmers for hutterfat at a typical
creamery in Minnesota. Comparison of these prices with the United
States retail price of creamery extra hutter, showed a spread of 8 cents
during the five years 1910 to 1914, and 11.7 cents in 1927, or an increase
of 46 per cent. This figure may be too low because of closer weighing
at retw]l now.'®

For the five years before the war, farmers reccived 11.5 cents per pound
for chickens.  Live hens retailed at 20.5 cents, a difference of ¢ cents. In
1927, farmers received 20.3 cents and retail prices averaged 30.0, a dif-
ference of 16.6 cents. The spread between farm and retail prices
increased from g to 16.6 cents, or 84 per cent.

Comparable farm and reiail prices of eggs are not available for the
United States. New York farm prices and New York City retail prices
of strictly fresh nearby eggs appear to be comparable for the nine months
April to December. These indicate that the cost of distribution is 83 per
cent above pre-war costs.

A comparison of the price of wheat with the retail prices of flour and
wheat middlings indicates that the spread between the farmers’™ prices
of a bushel of wheat and the retail prices of its products has increased
84 per cent.  Tf sold as hread the increased spread is 64 per cent.

Farm and retail prices of potatoes for the United States are compa-
rable except for July and August. Onitting these two months, the aver-
age farm price hefore the war was 1.12 cents per pound.  Retail prices
averaged 1.8g, a difference of o0.77 cent.  In 1927, farm prices averaged
2.1 cents per pound and retail prices 3.5 cents, a difference of 1.7, or an
increase of 121 per cent.

L the g_nher period a larger proportion of the hutter was weighed out of tubs by the retailer,
Estimates by three retailers indicate an average loss of 2, 3, pounds per tuh, nr 4 per cent. At the
nresent time Insses are less because much of the butter is sold i cartons. The spread at the
carlier date is therefore probally less than & cents,  If it were as low as 7 cents, the present
andex of the cost of distribution would be 167 instead of 145,
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In the case of sheep, retail prices are available for leg of lamb only.
If the tota! retail value of the whaole sheep varies in the same way as
that of leg of lamil, the cost of distribution in 1927 would be 129 per
cent above the pre-war costs.”?

Index numbers of the cost of distribution are shown in figure 83 and
in table 121. The weighted average cost of distribution of nine products
is g1 per cent above the pre-war amounts. Costs of distribution have

INDEX
220
Cozt of distribution
N oo/ dpimion
“\ /?dm/pnce At
160 N v
\\’—‘-—-J
/ N
130 =
__4" ﬁ'ﬂrmﬂf/‘(ﬁ’V
100 —_
R
LY
M0 1915 1920 125

Fioure 83. INDEX NUMEERS OF THE UNITED STATES FARM PRICE OF FOODS,
THE COST OF DISTRIBUTION, AND THE UNITED STATES RETAIL PRICE

From 1916 to 1920, costs of distribution were low and farm prices were relativcli’ high.
Since 1p20, costs of distribution have been high and farm prices have been la

risen in the past three years. Apparently, if farmers are to receive higher
prices, this nmst he brought about by creating a scarcity, so that retail
prices will rise high enough to pay distribution eosts that are nearly twice
as high as before the war, and yet leave the farmer a sustaining price.
As has been shown previously, distributors’ marging decline somcwhat
when the produet rises in price. A scarcity which will raise retail prices
will at the same time reduce marging somewhat, so that the farmers
will receive a little more than all the increase in the price due to scarcity.

If farmers received nothing for the products listed in table 121, retail
prices would be practically at the pre-war level, hecause the increases in
the distributing charges for 1927 almost equal the amount paid to farmers
before the war.

1 Based on dressed weights and comparative prices furnished by C, D. Schutt, of the Depart-
ment of Animal lHusbandry at Cornell University.
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TABLE 121. InpEx Nuwmbers oF THE CosT oF DISTRIBUTION OF FARM Probucts
(Corresponding months for 1g10-14 =100)

: Beef | Pork | Milk | Butter | Ilens | Egas | Wheat | Wheat | Corn. | Pota- | Weighted
Year a b - 4 . f flour bread meal toes | average
£ h i J A
Lo10 84 8¢ b o3 o1 103 97 97 104 92
1011 93 9o o8 103 27 03 Q7 o7 21 o8
1912 103 100 100 I11 100 86 104 101 113 102
1913 100 107 102 uq 106 113 199 193 01 109
1013 111 110 100 95 107 167 a1 103 77 105
1013 1o 112 08 04 Qo o7 12 100 82 105
1916 IT4 115 06 01 I14 o0 117 11t 123 110
1017 127 136 III ar 132 112 109 178 16G 120
1918 178 181 134 120 88 120 50 223 140 150
1919 186 214 152 T4 162 149 170 196 175 179
1920 209 37 163 180 3 &1 170 210 213 261 202
1021 212 223 178 160 200 157 195 189 T82 190
1p2z 194 201 179 143 188 149 175 155 16ty 175
[923 200 205 171 156 I70 160 108 1435 164 177
1924 205 203 168 103 179 107 158 10% 173 180
925 702 213 170 150 181 172 174 197 206 183
1926 208 222 I71 150 18R 175 185 209 238 TH2
1927 206 226 71 146 134 183 184 206 221 191

¢ From table 114, page g1,

b From takle 102, page 79.

¢ Based on the New York City retail prices and on prices paid to farmers. (Farm economics,
o, g, P 063, April, 1927.)

d Rased on prices paid for butterfat in southern Minnesota as furnished by G. A, Pond, of the
Ainnesota Agricultural Experiment Station, and on the United States retall prices of creamery
extra hutter.  An overrun of z3.1 per cent was used.  (Black, . )., and Guthrie, E. 5. Eco-
nomic aspects of creamery org'ml/(ltum Minnesota Agr. Exp. Sta, lf,chmc.ll bual, z26:7. 1924.)

« Based on United States rcfail priees of live hens and the United States farm price of chickens.

f Comparable ices for the United States are not available, heuce New York farm prices of
egRs and New g’ork City retail prices of strictly fresh nearby eggs were used. Jlanuary and
Fehruary omlttcd

g Wheat is assumed tn produce 70 pound'i of flour and 30 pounds of by-products per 100 pounds.
United States retail price of flour and New York price of standard mlddﬁngq were used, (Farm
ceonomics, no. 49, p. 805, December, 1927.)

I Tt is assumed that roo pounds of wheat proluces 3o pounds of by-products and 5o pounds of
flour which will make 94 pounds of hread.

{ Based on United States retail pncc of cornmeal and United States farm price of corn.

§ Based on [Tnited States retail price of potatoes aud United States farm price.

f: Weighted as follows: beef, 21 pork, 18; milk, 10; butter, 11; hens, 3; erxgs. o; wheat flour,
3: wheat bread, 13; commcal, 53 pnlatur:s, 4.

A comparison of farm and retail prices and costs of distrihution also
15 shown in figure 83.  When prices were rising, costs of distribution
rose less mpldly than id retail prices.  Farmers reccived the benefit of
the difference.  When prices fell, costs of distribution remained high.
‘armers lost the difference. If farmers received their pre-war share of
the retail price, the agricuttural depression would he over,

The falure of distributing charges to decline is the primary cause of the
agricultural depression, A depression alwavs occurs with falling prices,
because farm prices must fall disproportionately to relail prices and
beeause agriculture cannot quickly reduce production and force consumers
to pay the extra distributing costs.

TTORSES
EFFECT OF SUPPLY ON PRICES
Before the war, when the receipts of horses at Fast St. Louis and at

Chicago were 20 per cent below normal, the Nebraska farm prices were
1T pet cent above normal (table 122).



100 BULLETIN 4066

TABLE 122. REetarioNn oF Receiets oF Horses AT CricAco aND AT East St
Lours, 18801913, 10 UnItep StaTES FARM Prices oF Horses on JANUARY 1

FoLrowrxg
) Receipts Receipts
Locality 20 per cent 20 per cent
below normal | above normal
Per cent that | Per cent that
prices were prices were
above normal { below normal
Farm prices, United States. . ... ... i i ee e as 1¢ 7
Farm prgces, Nebraska ... 0. e e e I 3
Farm prices, Vermonte ... i e Q 7

When receipts were 20 per cent below normal, imports of horses for
breeding purposes were 68 per cent above normal (table 123). When
receipts were 40 per cent below normal, imports were 228 per cent above

TABLE 123 Reraton of Receiprs oF HorseEs at CHicaco anNn AT East St
[.outs, To Imrorrs oF Forses rOR Breemne PUrroses, 1884-1913

Corresponding per cent
Per cent that receipts werg ahove or below normal chanyge in impurts
of horses

gobelow. .. ... o oL FE i 2z8 above
zobelow. L. L e 68 above
Foahove. L - 15 below
Joabove. i e e 5.1 helow

normal.  This shews the length to which farmers are willing to go in their
cfforts to increase production. It will, of course, be many more years
hefore the resulting supply will be on the market.

RELATION OF RETAIL PYRICES OF HORSE3 TO CITARGES FOR DISTRIBUTION

The margin between the purchase price and the sale price of 2570 horses
bought in Nebraska and sold in Vermont is shown in table 124. From
1903 to 190og, the margin on horses that sold for less than $roo was
$41.75. On horses that sold for over $200, the margin was $28.04.

TABLE 124. DIFFERENCE BETWEEN IPRICES Paid ror Horsis N NEBRASKA, AND
THE SALE Prick 18y VErMonT, ForR HorsgEs SELLING AT DIFFRRENT Prices, 1903-

1914
Average
spread
o4 Lang:
Sale price less than 8roen. ... .. P .. $11.75
Sale price OVEr $200. . . i e 38 .04
1000-1014:
[ale price less than §ras. .. e 53.33
Sale Brice over §2235 e e e 26, 8%

In the period from 1910 to 1914, the margin for horses selling for les:
thun $125 averaged $53.33.  Lor horses selling for over $2235, the margin
was $20.88. Tn every year #he margin on horses sold at a high price
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was less than the margin on cheaper animals (table 125). This shows
the sante principle that has heen shown for practically every other farm

product.

TABLE 125

The lower the retail price, the greater is the margin.

DiFFERENCE BETWEEN Pricks Pan ror Horses 1IN NEBRASKA, AND

THE SALE PRiCE IN VERMONT, ror HorseEs SELLING AT IIFFERENT DPRICES, 2570

Horses, 1003-1014

Year §y5— 8100 - S$125- Si50- S175—- $z00 225
$99.09 124 090 | S140.00 1 817990 | Sion.oo | S2rpo0 | S2p0.09

JETL A $38.13 32,41 $23.01 $25.52 | ..o ] oo e

[575 % [P S 36,88 31.94 P S IS S
J1.40 30.10 35.53 20052 | ..o .-

53.75% 28.17 35.28 3z.47 Sz3.55 | ..o il

50.00 36.25 5053 3z 02 35-97 $33.35 | ...,

................ 48 .88 5.2 34.18 33.50
.............. 36.00 40.23 32.73 31.50 $16.83
....................... 29,57 30,35 22 72 23.22
........................ 41,04 37.01 12.%709 13.87
................ 38.70 38,80 30.63 a1.0a
....................... 48.71 J1. T4 35,090 31.79
........................ 55.18 35.30 Jr.01 z3.34

EFFECT OF DEFLATION ON PRICES OF 1HTORSES IN VERMONT AND IN THE WEST

Before the war, horses on Vermont farms were worth $121 per head

itable 120),

Tn the six years 1021 to 1920 they were worth $111.

Prices

of horses on Montana farms dropped from $y0 to $38 per head.

FABLE 126, Farm Prices or lorses 13 MoONTANA AND (N VERMONT, JANUARY 1

Prices Index number
1921-26, when
1010 14 1621260 1910 147 100
O TIOTIL . L o e ot e e 121 Su1r G2
Montana. . ... ... 90 38 142
Difference. ... . e 831 873 235
Horses are normally shipped from Montana to New Iingland, In the

fix years Ig21 to 1920, shipments were limited hecanse of the difficulty
of making any profit.  The guotations for Montana may not be for the
particular class of horses shipped to Vermont, hut probably these figures
indicate the increased spread for the horses that are shipped.

The spread between Montana prices amd Vermont prices was $3t
hefore the war, but from 1921 to 1926 was $73.  Apparently, it costs

TABLE 127. TarMm DPricks or Horsks 1n NEBRASKA AND IN VERMONT, JANUARY I

Prices Index nur ber

192120, when

1910-14 192126 1610-14 = 100
Vermont., . .. Stz1 8111 92
Nebraska. . ....... .. oo 100 61 61
Difference.. . ... .. §21 850 238




102 BULLETIN 406

135 per cent more to get horses through the channels of trade now than
it cost hefore the war,

Similar comparisons for Vermont aud Nebraska are shown in table 127.
The spread between Vermont prices and Nebraska prices has increased
by 138 per cent.  I’robably this represents the approximate increase in
the cost of getting horses from the Nebraska producer to the Vermont
consumer.

INDUSTRIAL PRODUCTS

In cities, many industrial products are made to order, or are made so
shortly before they are consumed that the supply is kept in close relation-
ship to the demand.  For such products, price governs supply, whereas
in agriculture, supply governs current prices. High-priced agricultural
products and low supply go together, but ngh-priced industrial products
go with high supply. In years when the production of phosphate rock
was 10 per cent above normal, the price was O per cent above normal
(table 128); but when potato production was 10 per cent above normal,
the price of potatoes at DBatavia,

New York, was 17 per cent below PRICE

normal,  Similarly, when the pro-
duction of pig iron wis 10 per cent
above normal, the price was 6 per 180 7
cent above normal, hut when re-
ceipts of hogs were 10 per cent Polztoes
above nornil, the Chicago whole-
sale price was 8 per cent below
normal,
PRICE
a0\ 140
L
120 W
100 100 ha{-é’
/ Ph05
80 \\
f:_A.,‘._._.Lq_,__..M;ﬁ t
80 oo 120 140
PPADUCTION
. 60
Ficere 84. RELATIGN OF TIIE PRODUC-
TION OF PIG IRON, 1875-1G13, AND
HOGS, 1877-1913, TO THE PURCHAS- o0
ING POWER OF THE WHOLESALE RO TION
PRICE OF PIG IRON AND THE WHOLE-
SALE PRICE OF HEAVY HOGS Fioure 85, RELATION OF PRODUCTION
In a year when'the receipts of hogs were OF PHOSPHATE ROCK, 1002-IQ13, AND
n year wnen & Y s o 0]
10 per cent below normal, prices were 1o POTATOES, 1807-1015, TO WHOLESALE
per cent above normal. When 1pig-iron pro- PRICES CF PHOSPHATE ROCK ANP
duction was 1o per cent below mnormal, BATAVIA PRICES OF POTATOES
prices were 6 per <ent below normal,  In X ) R
the steel industry, high prices make high When phosphate rock is low in price, pro-
productien. In agriculture, high production duction jis low. Low production of potatoes

makes low prices goes with high prices
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TABLE 128. RELaTION OF PropucTtioN To Pricrs*
(From table 129)

Production Production
1o per cent 10 per cent
below above
normal nornial

Potatoes, Batavia, New Yark, farm price..........
P'hosphate rock, f.0.b. mines. .. ....... e eeas
ilogs, Chicago, wholesale price. ... vveen e iianns
i*ig iron, wholesale No. I foundry.......... e

Per cent that Per cent that

prices were Prices woere
above or below | above or beluow
l'L(I]'Iﬂle normal
......... A 2z above 17 below
....... e & below 6 abeve
......... PP 10 above 8 below
............. ven 6 below 6 above

* Potato prices are for the vears 1897 to 1915; pHosphate rock, 9oz to 1933; hogs, 1877 to

rgr3; and pig irom, 31873 to rgI3.

Agricultural production must be started from one to many years before
the product is ready for market, so that the demand cannot be foretold.
Furthermore, the total production is usually dependent on weather, dis-
eases, and other factors, which make it impossible to foretell the supply

that any given effort will produce.

It therefore follows that for agri-

cubtural products the price at any time is governed by the supply.

PRICE
120 ~C
)
<N 7ins /
100
/
.
80 102 20
PRODUCTION

I'IGURE, 86. RELATION OF THE PROUUC-
TION OF COTTON, I882-1013, AND
ZINC, 1887-1014, TO THE PURCHASLING
POWER O THE PRICE OF SHEET ZINC
AND THE UNITED STATES FARM PRICE
OF COTTON
Far farm prices, high supply goes with low

Irices.  For many industrial produets, high
~apply goes with high prices
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FicUureE 87. RELATION OF THE PROBUC-
TION OF SALT, 18051915, AND CATTLE
RECEIPTS, IRQO-1GI14, To THE PUR-
CHASING POWER OF THE WHOLESALE
PRICE OF SALT AT CHICAGO ANT THE
WEHOLESALE PRICE OF STEERS AT
CHICAGQ
When the receipts of cattle were 10 per

cent helow narmal, prices of eatile at Chicago

were 8 per cent above noermal,  When the
preduction of salt was to per cent Lelow nor-

mal, the price of salt was 1 per cent below
nermal

WHO PAYS THE FRYIGHT

Many economists have drawn generalized conclusions from industrial
conditions.  TFor many industrial products, the price in any given vear

soverns the production of that year.

Operating expenses are high com-

pared with fixed capital. Tabor is hired ar discharged in accordance
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with orders. Tf prices are too low to justify operation, the plant is closed
and the faborer seeks work elsewhere or is unemployed. If orders arc
offeredd at prices that are profitable, the plant operates. Under such
conditions freight rates and all other costs are considered when making
quotations.  Since freight rates are considered in the cost, the consumer
pays most of the freight at once,

In agriculture it takes from one to many years to produce a marketable
product; cven with annual crops, 1t usually takes several vears to shifi
from one crop to another because of rotations and other factors.  Many
of the good potato scctions follow a three-year rotation — small grain,
clover, and potatoes. ‘The preparation for the potato crop is begun
three years in advance of the harvest.

Jecause of the very slow turnover, the fixed capital invested in agri-
culture must always be high in proportion to sales. For each 10 two-
year-old steers and heilers sold, there must be on hand about 15 mature
cows, T bull, 2 yearling lheifers that are heing raised to replace old cows,
12 calves, and the 10 head of yearling steers and heifers which are to
he sold. In addition, there must be horses, iences, buildings, feed,
watcer supply, and kud,  The turnover is inevitably slow, The Inisiness
cannot be stopped and started at will. These facts are beyond man's
control.

The steel plant may be left idle wlile the workmen are unemployed,
but o farmu cannot be put into cold storage.

The farmer is working for himself. He cannot discharge himself and
stop production until prices rise.  1f the farm is closed up, the farmer
must abatdon his business and s home.

Variations in the size of the crop are more dependent on weather changes
than on acreage changes.

TFFar all these reasons, hut basically hecause production precedes sales
by so long a time, agricultural production governs prices.

When a given nuumber of hogs are ready for market, they are sold and
all consumed. The consumers’ price must be set at such a level that
consumers will take the entire supply. If the price to the consumer is
placed at any higher figure, he will not eat all the hogs and the price
must he lowered. The consumer gives no attentton as to who gets the
money.  If freiglt rates are lowered, the farmer gets the benefit. The
consumers’ price 1s practically mnaffected.  ‘T'he only possible effect on the
consumer is the possibility that the higher farm price might lead sonu
farmer to sell an additional hog instead of eating it.  As a matler of faet.
he is more likely 1o keep the hog for hreeding purposes.

The only wav that conswmers can be mwde to pay the {freight or any
othier handling charge on agricultural products is through a reduction
in the supply. If the freight on steers is raised, it reduces the farn
price.  About eight to ten years later a corresponding reduction in the
supply of steers will be made, and most of the freight charge will Ix
passed on to the consumer,

\When an agricultural region is once settled, homes built, and a lifetiny
of labor apent in creating a farm, a rise in distributing costs between thi-
region and its markets will be borne by the farmers for an indefinit
length of time, unless the rise is so drastic as to destroy all valies and leac
peopte to abandon all their property and go clsewhere.
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1t is much easicr to settle an agricultural region than to drive settlers
qut.  Once settled, a country will remain settled even though the rewards
for labor drop to almost nothing.

When, for any reason, a settled agricultural region becomes submar-
sinal, farmers cling to the region for generations. Dilapidated buildings,
ramshackle fences, and brush lines indicate what is gradually taking
place. The last straw which finally causes abandonment usually is the
falling or the burning of the buildings.
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APPENDIX
SOURCES OF DATA

All data for United States production and for United States prices are from various publica-
vions of the United States Department of Agriculture. Siate [rices are from the same source
~xcept as otherwise specified,

Prices are all expressed as purchasing power by dividing the prices in dollars by the index
aumbers of wholesale prices of all commodities as reported by the United States Bureau of Labor
Statistics.  Dretails of the method of caleulation are given on page 116
_Farm_ prices of potatoes at Datavia, New York, were thuse reported by J. G, Misner in
Ferm Economics, no. 18, page 175, September, 1924,

Wholesale prices of potatves at New lYork were t:ﬁ:ulated by G. P. Scoville, Prices since 1896
are for " State™ potatoes.

Retail prices of potatues are those published for the United States and for New York City by
the United States Bureau of Lalor Statisties.

Retail prices of potatoes in New York City prior to 1913 are based on quotations obtained from
Litflejohn and Crawford, (5. E. Degen, and F. H. Oblandt.

The French farm prices of putatoes are those published in Annwaire Statistigue de o France,
volume 38, page 51, 1922.

Wholesale prices of potatecs in Berlin were taken from Pierteljahrshefte sier Stetistik des
deutschen Reichs, volume s, part iv, page 43, 18g5; volume 14, part 11, page 53, rgog; volume
24, part 1)1, page 79, 191§, violume 25, part 1, page 34, 19310,

Retail prices of potatues in Berlin were taken from Fierteljehrshefte zur Statistik des deutschen
Reichs, volume 11, part tv, page 166, 1go2; volume 16, part 1v, page 68, 1g907; volume zr1, part
1v, page 8, 1p12; volume z3, part 11, page 104, 1904

Wholcsale prices of hay at New York City were tabulated by (. P. Beoville.

The wholesale prices of sixteen varjeties of apples at New York City are those reporied by
. B. Knapp in Whelesale Prices of Apples and Receipts of Apples in New York City for
Twenty Years, Cornell University Agricultural Experiment Station, Cirenlar 2.z, page 16, February,
1914.  The prices from 1gr3 to date were tahulated by G. P. Scoville.  The following varietics
are included: Mclutosh, lameuse {(Spow), Northern Spy, Rhode Island CGreening, Alexander,
Spitrenburg, Tompkins king, Baldwin, Fall Pippin, Twenty Qunce, Gravenstein, Lutchess, Maiden
Blush, Pound Sweet, Roxbury Russet, and Ben Llavis

Prices of apples paid tu producers in Newfane Township, Niagara County, were ottained from
G. P. Scoville.

The jobhing prices of peaches in six-hasket carriers at New York City were tabuslated by
J. S. Hathcock, of the United States Department of Agriculture, Burcan of Agricultural Economics,

The store prices of bananas (Jamaicas, 9's and 15ts) were tabulated by G P. Scoville.

¥arm prices of White IYanish cahbage at lLittle York, Cortland County, are those reported by

. G. Misner in Farm lMeonemics, no. 16, page 150, July, 1924,

Farm prices of cabbage in Newfane Township, Niagara County, were tabulated by G. P, Scaville.

Wholesale prices of Danish cabbage at New York City are those reported by ﬁ . Misner in
The Marketing of Cabbage, Cornell University Agricultural Experiment Station, Dulletin 443,
page 113, {Xcteber, 1025, and in Farm Eoenesees, no. 16, page 152 {u!y, 24,

Farm prices of corn at Columbus, Nebraska, are these reported y H. C, Filley and F. A,
Frerichs in Purchasing FPower of Nebraske Graiws, Nebraska Agricultural Experiment Station,
Bulletin 187, page 14, March, 1923,

Wholesale and future prices of No, z cash corn at Chicagoe were tabulated from the annual
reports of the Chicago Reard of Trade.

Wholesale prices of No. 2 western mixed corn at New York City were tabulated from the annual
statistical reports of the New York Produce Exchange.

Spot prices of mixed American corn, per bushel of 6o pounds, at Viverpool from 1803 to 1011,
inclusive, were prepared by Dr. €. . Stine, of the United States Department of Agriculture,
Department of Ageicuitural Economics, Division of Statistics and Historical Research.

ctail prices of cornmeal in the United States and in New York City are those published by
the United States Rureau of Labor Btatisties,

Liverpool spot prices of red wheat were taken from H'heat and Rye Statistfes, United States
Department of Agriculture, Statistical Bulletin 1z, page 84, Jaonuary, 1926

Minneapolis wholesale prices of No. 1 northern spring wheat were compiled by J. E. Royle

Kansas City prices of No. z best yellow hard winter wheat were compiled by the Department of
Agricultural Economics, Kansas State College of Agricuiture. Cited by V. I* Timoshenko in
Wiheat Prices and the World Wheat Market, 1927 (unpublished manuseript),

Wholesale prices of wheat at Saratov, Russia, were taken from Swved Tovarnykh cien ne russkikl
i inastrannykll rynkakh, published by the Department of Commerce and Manufacture in Russia,
cited by V. P. Timoshenko in I7kéat Prices and the H'orld Wheat Market, 1927 {unpublished
manuscript). ) ) ]

Whaolesale prices of wheat at Odessa, Russia, were taken from T M. Rubinow, Russian Hheat
and Flowr in Furopean Markets, United States Department of Agriculture, Rurean of Statistics,
Bulletin 66; and for 1901 to_ 1914 from Vierteljghrshefte sur i‘tarf‘v!{k des dewtschen Reichs,
volumes 14, 19, 22, and 23. Cited by V. P. Timeshenko in H'hcat Prices and the World Wheat
Auarket, 1927 (unpublishcd manuseript). . . .

Contract prices of wheat at Berlin and at Paris were tabuluted from [Tievteljalivshefte zue
Statistik des dewtschen Reichs, volumes 4, 9, 14, 19, 20, aml z3. . K

The homestead entries in the prairie provinces of Canada were taken from Hhcat Studies of
the Food Institute, volnme 1, no. 8, page 270, July, 1945, . A .

The preduction of the six starch crops was taken from G. F. W arret, Prices of Farm Prodiccts
in the [nited States, United States Department of Agriculture, Bulletin gog, page &, August, 121,

Wholesale prices of 1z00-1500-pound stecrs at Chicage are those reparted by the Droter's
Journal Yearbook of Figures. . )

Retail prices of round steak in the United States are those published by the United States
Bureau of Labor Statistics.



116 BULLETIN 466

Sale prices of purebred Shortharn cattle were tabulated by J. H. Knox, of the Illinois Agr-
cultural Experiment Station.

Top prices of cattle, country hides, and packer hides at Chicago were tabulated from the Drover's
Journal Yeurbook of Figures.

Wholesale prices of hogs packed in the West were taken from S. Wright, (orn and Heo
j.,or‘ﬂ’fatians, United States Department of Agriculture, Department Bulletin 1300, page 11,
anylary, 1923,
f‘}{h”l“alf nrices of heavy hogs at Chicago were tabulated from the Drover's Journal Yearboo:
of Figurcs.

The retail prices of lard, pork chops, ham, and bacon are those published by the United States
Bureau of Labor Statistics,

The receipts of horses were taken from FHorses, Mules, and Motor Vekicles, United States
Department of Agriculture, Statistica]l Bullelin 5, pages 14—&, January, 19zs.

The Vermeont sute price and the Nelraskn puschase price of horses from 1903 to 1914 wert
taken from a study mnade by C. K. Ladd and reported in Farmt Drowemics, no. 43, page 64z,
March, 1927,

Wholesale prices of pig lead at New York, and factory prices of sheet zing, were taken from
Hhelesale Prices, 1890-192;3, United States Burcau of Labor Statistics, Bulletin 367, pages 144 and
146, lanuvary, 1g9as; and from Hhelesale Prices, Woages, and Transpartation, reports by Mr.
Aldrich, from the Commitice on Finance, Senate fé(’i'ort 1394, 52d Congress, zd Session, Part 11,
pages 192 and zig, March, i8g3.

Wholesale prices of Anwerican medium salt per barrel at Chicage were tabulated from Wholessle
Prices, 18y 1923, United States Burean of Labor Statistics, Dulletin 367, page 88, January, rgzs.

The prices of phosphate rock per long ton, f. o, b, mines, Florida, and thg production of
phosphate rock in Florids, were taken from E. K. Vail, Prices of Fertilizer Materials, and Factors
Affecting the Fertifizer Tounage, 127 (unpublished manuseript). X

The prices of Neo 1 foundry pig ivon were tabulated from the Statistical Abstract of the United
States for 1523, page 8.2, 1924,

The production of lead, sali, pig iron, and zinc was taken from the Statistical dbstract of the
United States for 1923, pages 829 -831, 1924.

The index of physical volume of manufacture awd mining was taken from E. E. Day, The
Reufere of Heowowic Statistics, volnme 2, pages 298 and 305, 1g.0,

The index numbers of the prices of metals and metad products, of the prices of twenty-seven
raw commadities, and of the prices of seventy manufactured commodities, were taken from
Whalesale Prices, 8w -rpe3, United States Bureau of Labor Statistics, Bulletin 367, pages B

and 5, 1925,
METHODS OF CALCULNTION

Since an iafinitely small supply would sell for an indefinitely high price at producers’, wholes
salers’, ami retailers’ prices, supply-price curves all mect when the supply is very small. TIn all
cases, the price declines as the supply increases.  Retuil prices appr @ fxed quantity above
the zero price.  The fixed quantity represents the churges [or moving the product from producers
to consumers.  The price of covked foods in restaurants is so largely wmade up of these facturs
that it approximates a fixed price.  Wholesale prices include less of the hxed charges and hence
approach more nearly to a zere price, when the quantity is large. In most cuases, prices tu pro-
ducers in surplus areas approach zero when the supply is large, but may approach a small fixed
amount abeve rero if there is an alternative use on the farm, or if the cust to the farmers of
marketing after the product is grown is a censulerable item.

The writers tried diffevent equations for caleunlating curves to fit supply-price data.  Most of
these equations. as well as most of the ecquationg used by other writers, fail to agree with the
known principles. A correct equation must express the facts that an infinitely small supply will
sell at an indefinitely high price, and that an infinitely large supply will approach a fixed quantity
above a zero price.

The writers presented these facts to Professor W, A, Iurwitz, who suggested that one of the
hest equations to comply with the facts is:

-

v-P_ 4
Xa

In this equation, iz the fixed price at which a large supply would sclli® If the range in
sitpply is relatively small, the portion of the curve actually used is little changed if € is omitted,
Far the United States retail price of potatoes fram 1g17--18 to 1925 -26, when £ is considered as
zero the enuation is as follows:

Tog Y = 6.4016002 ~ 2.2008 log x

For the five vears 1910 to 1914, the spread hetween the United States farm price and the
United States retail price was 30 per_cent of the retail price.  Apparently, if there had heen an
infinite supply on farms which was given away, the rctail price would have leen 30 per cent of
the actual average retail price.”

13 The following other cquations were tried:
v=ax + h
y=ax? -+ bx + ¢
v cax? + bx? b cx + 4

[

-=ax? + hx + ¢
v

" \;‘f:ax'-‘-|-hx+c
v ab®
yooah (x-¢)

y=xig (Xx=N

None of these equations conforms to the principles of supply-price relationships. They were
therefore discarded even in cases when' one of them gave the appearance of a guad mathematical fit,

" The retail price would have been somewhat higher than this, since the spread widens as the
price drops.
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'nserting this constant, the equation becomes:
. log (Y - 34) = 8.0935266 — 34542 log x

With a crop 20 per cent below normal, the price would he expwcted to be 63 per cent above
normal; but if the constant bad been emitted, the answer would have been 71 per cent above normal.
The error increases with larger crops.

Far farm prices, relatively little error results if ¢ is called zers, and in any event there is
tittle errer with crops that fall within the usnal range of production.

The methods used in calculating the supprly-price cuvves zre given iu tables 130 aml 131,

The United States production of corn, which is piven in tuble 3o, was expressed as per cent of
the average for the preceding five years. In 2874, the United States corn crap was estimated at
850,000,000 bushels. The average production for the preceding five vears was gg7,n00,000 hushels.
The corn crop of 1874 was, therefore, 885 per cent of the productivn of the five preceding years.
[hring the disastrous year of 1001, the United States corn production was only  1,.614,00n,000
bushels; the average for the five preceding years was 2,37.4,000,000 bushels, This short crop of
tgor was therefore only 68 per cent of normal

The United States December 1 farm prices of corn from 1869 to 1913, inclusive, are given in
tahle 130. These prices were converted to an index numher by dividing the farm price {or each
vear by the average price for tgra-1g, s&y cents. Owing to the fact that there was a general
decline in prices from 186g to 18gh, and a gradnal rise thereafter, the index numbers of the price
af corn were divided by the wholesale-price index of all commuodities as published by the United
States Bureau of Labor Statistics. The result is called the purchasing power of the farm price of
corn.

TABLE 130, Merion or CALCULATING TUE RELATION oF The UNITED STATES Pro-
pueroN of CorN Te THE Usiten States Ducempner 1 Farar Price, 1860-1013

Produc- Wholesale- | Purchas- Purchaa-
Average tion in U pitedd Farm- | price todex, | ing power ing power
Produc- for five T cont Slates prive  |Cuited States|  of the Avernge in per
Year tion,* preceding | of Gve- | Decerber index Bureau farm price | for five eent of
jamillions | vears, vear 1 farmn {1914 of Laber of core | preceding { five-year
of gushels { in millions | average price * = 100} Satistics {(1910-T4 years average
of bushels (x) {vents} (1tHO-14 = HH iy}
........ 30 125
54.8 94 119 ki
47.3 81 122 66
39.5 68 121 56
........ 15.6 83 17 71
65.4 112 112 100
4t 8 72 104 L]
6.7 63 a7 5
35.8 61 8¢ 49
317 54 83 654
371 64 94 48
5.6 68 63 73
63 6 109 95 115
48.5 83 93 89
424 73 87 84
337 61 82 74
32.8 56 81 69
36.6 63 81 78
44 4 76 a2 g2
34.1 68 83 70
27 .4 47 30 58
50.0 84 13 104
39.7 68 i 86
38.8 85 80 a3
35.9 61 74 82
45.1 77 69 112
250 43 71 61
21.3 36 0 51 80
26.0 45 70 82
28.4 49 71 89 93
29.9 51 83 i 38
351 80 81 74 121
601 103 84 123 192
40.1 90 77 93
42.1 72 85 85 10%
43.7 75 8% 84 100
40.8 70 89 79 8 89
30.3 67 94 71 90 70
58.9 87 92 95 79 120
60.0 193 g5 08 83 130
58.6 100 105 85 87 100
439 82 97 85 90 04
61.8 106 95 112 g 123
48.7 102 81 99 82
69.1 118 100 118 9% 123

* 17, S. Dept., Agr., Yearbook 1923, p. 662. Prices prior to 1879 are currengy prices,
1910-14 = $8.4 cents.
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In igor the United States curn crop was the shortest on tecord, being only 68 per cent of
normal, In December of 1901, the United Rtates farm price of corn was 60.r cents. This wa.
103 per cent of the 19r0-14 average, 58.4 cents. In December of 1901, the wholesale price index
was 84. The purchasing power of the price of corn for that year was 123 (103 =83 X 100 =123).

I'he purchasing power of the price of corn in 1901 was 123; the average purchasing power ier
the five preceding years was 63. Therefors, the purchasing power of the 1gor crop, 123, was 1g:
per cent_of the average purchasing power for the five preceding years.

The United States production of corn in per cent of the uverage of the five preceding years is
denvted by x; the United States farm price of corn in per cent of the average of the five preceding
years 13 denoted by y. X

‘The determination of the coustants for the supply-price curve,

go b
%8
is simplified by expressing the equation in terms of logarithms:
log y=logb-alogx
The constants are determined from the solution of the two horma! equations:
. - Eilogxllal+ Elogx (lwb)-Elogxlogy=a
- Ylogx @ +nlogb-Xlogy=o

It will be noted that it js necessary to find the logarithm of ¥; the logarithm of »; the product
of the logarithm of + and the logarithm of v; and the square of the logarithm of r.

The method of arranging the data in tabular form for the caleculation of the constants for the
su[’}ply-pricc curve is given in table 131. . .

he production of corn, x, for the thitty-nine years from 1873 to 1913 inclusive (tzble 531), was
arranged according to the size of the crop, with the correspending purchasing power of the price
of corn for each year in per cent of the average for the five preceding vears. A seven-place
fogarithm fable was used 1o find the logarithms of v and A, .

n 1901, the production, .r, was only 68 per cent of normal, and the logarithm of the production
was 1.832508g. In the same year, the price of corn, ¥, was 19z per cent of normal, and the
logarithm of ihe price was 22833012

TABLE 131. Meraon oF Carcvramse tHE ReLaTioNn oF taE UNITED STATES Pro-
prerion o Corn 1o tHE DEEMBER 1 IFary PRICE, 1875-1913

Produc-
tion Price
Year (table § {fable Tog = log v (togr ¥ log x log ¥
130} 130}
X ¥

1G0T, ... .. 68 192 1.8325089 2.2833a012 3.358088860 4.184169770
1804, . 75 135 1.8750013 2.1303338 3.515854870 3.904500464
1881 .. 70 160 1.8076271 2.227R867 3.6000%38611 4.227608178
1890.. 8 I41 1.0084850 2.13921901 3.642314908 4.101752414
1887.. 85 né 1.9204180 2.0044580 3.722057292 3.983204283
1953, [ 123 T.9542.425 2.0890051 3. 815063749 4.084181367
1803 v3 103 1.0684820 2.0128372 3-874024028 3.962235600
I9TE.. 94 123 1.073127Q 2. 0899051 3.8932337710 4.123650061
1907..... o 120 F.g8a2712 2.0791812 3.0203001TC 4.121501012
1892....... o6 101 I.9822712 2.0043214 3.020393110 3.073708587
1900, ..., .. 97 100 TLooRtyyIy 2.0374205 3.947201788 4.047901311
1908, ..., .. o8 130 1,00122061 2, 1130434 3. 904081381 4.200330272
1883. ... 100 102 2, 4000000 2. 0086002 4. 000080000 4.017200400
1003 a2 108 z.008b002 2.02t1804 4.034474703 4.050701232
1886.. 103 QI 2,0128372 1.Q590414 4. 051513504 3.013231406
TGO, o 1n? 12t 2.0203838 2. 0827859 4. 1184086008 4.220770050
1882, ... 108 114 2.0334238 2.0500030 4.134812350 4. 182550378
.. 064 04 Z2.0374205 1.0731270 4.150106743 4.020103071
118 100 2.0313027 2.0000000 4.167284156 4.082785 300
F12 82 2.0402180 1.0138130 4.199204412 3.021821803
13 77 2.0530784 L. &88.4007 4.215130017 3.873113308
113 03 Z.0530784 1.068 (H20 4.215130087 4.041449723
114 86 2. 05090480 1.0354985 4.2)08577638 3.979070444
j oL an 2. 2014580 1.0341085 4.201080824 3.003000004
118 R0 2.0718R20 1.94G3000 4.202603022 4.03%006052
118 80 2.0718820 1.04923000 4.202605022 4.01%900052
110 00 2.0755470 1.9950352 4.307855319 4.142034052
120 106 z. o7tz 2.0253050 4.32205.4402 4.210077052
120 109 z, 0791812 2 0379265 43220044852 4,230178875
I26 82 2.07018T12 r.0r381390 4.322001162 3.979165881
I2¢ 85 2.0827854 1., 9244180 3.337005022 4.018565815
122 19 2. 0861508 1.8070271 4.352801215 3.0591328¢7
T2 70 2. 6800051 1.8070171 4.307703327 3.06586055
123 06 2. 0800051 1.,0822712 4.307703327 4.14255860q
Izg, 90 2.0034217 I1.9542425% 4.382413414 4.001053657
133 03 2.1238316 1.9684820 4.510745619 4.180705557
137 60 2.1367206 I1.7781813 4.565514022 3.790412513
140 66 2.1461280 1.8:1935430 4.605865302 3.904974111
147 93 2.1673173 1.4684820 4.6072604279 4.266327044
...... e 791045458 78.0880616 167, 028801780 158, 320835430
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The square of the Ipgarithm of the production was (1.8325080)% or 3.3:8B088869. The product
«: the logarithm of the price and the logarithm of the production was (1,8325089) (2.2833012), or
5 184169770, The production and the price for each year were treated in the sume manner,

The constants, ¢ and b, in the equation

b
¥= 2

a~e determined by substituting the valuey given in table 13t in the two normatl equations:
- 161.0285018a -+ 79.1045458 log b - 158, 3208354 = ¢ {1}
- 79.1945458a + 39.0 log b — 78.0880016 = a {2)
vividing by the coefficients of log b:
~ 2.0333203a + log b - 1.goyz5i8 =0 (t}
- 2.0300204a + log b — 2.0022811 =0 €3]
subtracting (2) from (1):
- 6.00260002 = ~ 0.0030293
. _— : a = 1.1220048
syhbstituting ¢ in (2):
—2.2783753 + logb -~ 2. 0022811 =0
. . K log b = 4. 2866564
Substituting the valves in the original equations:

iog ¥ = 4. 2806564 — 1. 1220045 log x
y= 15083. 43
T xl.izzo

The normsl price, v, for any size of crop, s, may be obtained by substituting the proper values
in the above equation as follows:
When x - 106, log v = 4. 28063564 - 1.1220045 (2 0)
= 4.2806504 ~ 2, 2449000

=2.0366474

y = 108.80
XxX= 7J0,y=1Hz.3 x= 0, ¥ =97.%
x= 80,y =139.8 X =120, ¥ .
X o0n,y - 122.% %X =130, v =8T1.1
X = 100, ¥V = 108.8 X =140,y = 74.0

The fact that y= 1088 when x = 1po is due primarily to the tendency for the price of curn
to rise in puschasing power. It muy be due in part 1o other causes. Since it is desired to deter-
mine the effect of the one factor, supply, on price, the eguation is adjusted so that y = 100 when
x s 106, 1f one wishes to forecast the price of corn he wonld use the equation before making
the adjustment, as this combines the effect of supply and other factors.

To make the adjyustment,

¥y
ro
Tet ¥'= 1 o8m
Divide the equation by 1.088:

i 1008_3;43

I.o88 ki

log v = 4. 2806564 — 0,0366474 ~ 1.1220045 log x
log ¥’ = 4.24 10000 ~ I, 1220045 10¢ X
When the corn crop was 60 per cent of normal the cquation becomes:
log v = 4.244000 — 1.1220045 log X
= 4.244000 ~ £, 1220045k(1, 778513}
LA

In order to plet the individual years so that they agree with the revised equation, it is necessary
to divide the price, ¥, by 1.088. For example, the price of corn according to the original data
in 19:3 was 123, 'IAU agree with the revised eguation, it should be rr3. The data for each year
wn figure 29 %page 36} were calcitlated ip this manner,

The revised equaticn and the revised yearly prices mevely move the dots and the supply-curve
vertically, up ar down on the chart, and do not aflecy the shape of the curve or the relation between
supply and price,

The figures puhlished in table 120 (pages 106 to 114} extend only far enough to include all of
the actun) data. For example, the shortest corn crop was 68 per ceat of aormal and the largest
was 147 per cent of normal

For all crops, the caleniations were made by comparing production and prices for each year with
the average of the preceding five years as normal.  Caleulations were also made for corn using a
straight-line secular trend as normal. The differences in the curves caleulated by the two methods
are indicated by the following: When the United States corn crap was 2o per cent below normal,
United States farm prices would he expected 1o be 128 per cent of normal if the five-vear moving
average were used. 1f the straight line were used they would be 126 per cent of normal

The correlations hetween productioh and prices were:

Five-year-movingsaverage method, r = -0.839 &4 0.037
Straight-line method, r=-0.757 &£ 0.040

The correlation hy the five-year-moving-average method indicates that the curve fits the data
moare closely than does the curve caleulated by the straightline method. The diflerence iu the
- correlation is n.oR2 £+ o.056, Apparently, the five-year moving average is as good as or better
than the straight-line method. .

The average changes in prices caused by a change of 1 per cent in production were as follows:

Five-year-movipg-average method, 1.122 &+ 0.044
Straight-line method, 1.035 4+ 6. 052

The five-year-moving-average curve is slightly more flexible but the difference is not significant,
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OTHER WORK ON THIS SURJECT

_The effect of varying production on prices, and the clasticity of demand, have heen subjects o
dlsculssuzl_l for many years. Until recently, the discussions have been largely qualitative rather tha-
quantuative,

In the seventeenth century, Gregory King estimated the effect of size of wheat crop on price
Th"c fullowmg yuotation gives the Gregory King Law (1):®

We take i, that a defect in the harvest may raise the price of corn in the following proportions

Above the
Defect COMMOon
Bree rate
: :“22 3 tenths
s ity (e, ) 3 s
4 tenths e price 14 tonihs
5 tenths 15 tonthe

so that when corn rises to treble the common rate, it may be presumed that we want above 1/3'd
of the common produee; and if we should want 5/10ths, or half the common produce, the price
would rise to near: five thmes the common rates.”

Must of the theoretical discussions of the changes in production and price are based on the
assumption that the average price of al} commodities does not change. Necessaries of life cannot
advance indefinitely without prices of other cominodities falling.  Buck (2) pointed out that during
a famine in China, food prices rise rapidly, whereas plows, farm implements, and carts decline
in price,

Feongmic literature contains voluminous discussions of supply and demand. FEven as late as
1901, Edgeworth (3) stated: ** It may be doubted whether fevun's hope of constructing demand
curves by statistics is capable of realization.”

One of the earliest studentz working on the statistical aspect of this subject was Lehfeldt (4).
After studying the relation between the price of English imported wheat and the world wheat crop
for the period from 1888 1¢ 1911, he found the coefficient of elasticity to be 0.8

In 1913, Warren (s) pointed ont the relation between yieid per acre of corn, cotton, and
potatoes, and value per acre.

Muoore (6) studied the relation between the United States farm prices and production of corn,
bay, oats, and potatoes.

Moore () in 1017 developed the dynamic law of demand for cotton as a linear relationship
between the production and the price nf cotton; and in 191y (8) developed the concept of coefficient
of flexibility of prices and an empirical law of demand for cotton.

Scoville studied the linear relationship between size of crop and price of potatoes (g) and size
of crop and price of hay (10), |

Murray (r1) pointed out that it was difficult to measurce the effect of local supply and of general
supply on the local price. e was inclined to think that local conditiuns were underestimated and
that general conditions were exaggerated.

In 1922, Moore (12) developed a typical equativn for the law of elasticity of demand, and
Working (13} developed a supply-price curve for potatoes.

Waugh (74) hag pointed out that as the production of Giant and Cobbler potatoes decreases
from normal, the price tends to increase faster than 1t is decreased hy a corresponding increase in
preduction. 462

During 1924, Scoville expressed the supply-curve for cabbage (:5) as y = Y and pointed
out that a crop of apples (16) 50 per cent abave normal depressed the price on the average 29
per cent, whereas a erop 50 per cent below normal in¢reased the price 44 per cent.

Hedden {i7) siudied the relation between supply and price of watermelons, and pointed out that
an increase or decrease of ten cars in the supply of watermelons at the New York market is
accompanied by a decrease or increase of 8 per cent in the price.

Wallace (18) has stated that a corn crop 2o per cent below normal was accompanied by a price
je per cent above normal, whereas a crop 10 per cent above normal was accompanied by a price
about 8 per cent below normal. . . K

In 1924, Schultz (19} studied the price of native beef cattle at Chicago and quantity of beef
staughtered under federal inspection, and found that the demand for heef i1s high]y elastic,

Mgurray {20} has pointed gut that in short-crop years the percentage increase in the December
price of corn over the preceding December price has heen apparently twice the percentage decrease
of the size of the c¢rop as compared with the preceding crop.

Moore (z1) has pointed out that the correlation of the data for the law of demand for potatoes
is 1 =—0.05; the corresponding correlation for the law of supply is r= -0.80.

Ross (22) has shown that increasing the price of milk in the Chicago district tends to cut con-
sumption slightly, while decreases in price stimulate consumption to an even slighter degree.

Brown (23) horrowed mathematical reasoning from the Insurance field as it was used to develop
a mathematical expression jor the law of mortality, in order to develop the law of demand.

In 1923, Working {z4) pointed out that when the production of potatees is 20 per cent akave
normal, the price will probably be 2¢ per cent below normal; and that with a crop zo per cent
helow normal, the price will be 70 per cent above normal.

Killough (z5) states that the addition of 30,000,000 bushels of oats to a 1,409,000,000-bushel
crop may lower the price per hushel less than the addition of the same amount to a crop of
800,000,000 hushels.

Ezekiel {28) showed that when the value of flax per acre was greater than the value of spring
wheat, there was an increase in the acreage of flax the following year. Conversely, if flax was
lower than wheat the acreage of flax declived the following year, ]

Working {27) pointed cut_that the demand-curve of potato prices at Cincinnati did not show
the same elasticity as at St, Paul . ) ]

Schultz (28) pointed out that an increase of 1 per cent in the price of sugar is associated
with a decrease of only 0.5 per cent in the relative consumption of sugar. ]

In t1gz6. Hedden {20) showed that an increase of 1 per cent in cars of Imperial Valley canta:
loupes, shipped, caused a decline of 0.6 per cent in the price of a crate.

Ll The::itntions to which parenthetical numbers refer are listed on pages 124 and 125,
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Smith (30), after studying the price of spot cotton at New Orleans and the supply of cotton
found that the curve representing the net relation between supply and price showed greater total
value for small crops than for large,

Bloxom {31) fitted the hyperbolic curve, y = ax-V, to the United States production of apples and
the farm prices of apples for the fifteen years 1910 to 1023, The study shows that 76.5 per cent
of the variation in apple prices is due to apple production, and 17.5 per cent to pear production;
and that 56 per cent of the variation in the price of Washingten apples is due to the total pro-
duction of bexed-apple-growing States.

Bosland (32) reports a linear relatienship between wheat prices and the world production plus
Carry-over.

MclLead (33) showed that in 1924, when the receipts oi watermelons in New York City averaged
25 cars, a car of Tom Watson watermelons was worth about $700 per car; when receipts averaged
150 cars, watermclons were worth only $250 per car.

Mcl.eod (34> used the hyperbolic curve, y=ax-¥, in studying the prices of watermelons,
cantaloupes, and peaches at New York, Boston, and Philadelphia.

Holland (35) used a double logarithmic curve, g y=log a~b log x, and fouud that a
decrease of 10 per cent in the pruduction of peaches wn the United States s associated with an
increase of 0.4 per cent in the farm price. Using the same type of curve, he found that a
1o-per-cent decrease in_the car-lot supply of commercial peaches at New York City during 1924
increased the price of Elberta peaches 5 per cent per crate. -

Holland (36) reported that when tie United States peach crep averaged 35,000,000 bushels,
the farm price of peaches was about $1.50 per bushel, whereas a crop of 60,000,000 bushels sold
for about 9o cents per bushel

The United States Iepartment of Agriculture (37) pointed out that there has been a consider-
able change in the supply-price relationships of potatves. During recent years, large crops depress
511:: ;)r;ce more than they did before the war. The conclusion was that this is owing to changes in
gmand.

Studies of the Bureau of Agricultura! Economics of the United States Department of Agriculture
(38) indicate that during the period from 1920 to 1925, when cotton fell below zo ceuts, there
was only a small increase in consumption, and that even with high prices there was a carry-over
of 3,000,000 bales of cotton. When prices drop below 2o cents, the carry-over demand becomes
very large: and at 15 cents the yuantity held over for the next season becomes almost as large as
the quantity consumed.

Ilaas and Ezekiel {39), after studying various factors affecting the price of hogs, concluded
that for an increase of 1 per cent in supply, the price decreases 0.6z per cent. The actual
coefticient of elasticity is 1.61; that is, the change in gquautity is at the rate of (.61 times the
rate of change in price.

Warren and Pearson {40) pointed cut that farm price is retail price less all charges of collecting,
transporting, and distributing the product, and that when prices fall materially, Tarm prices fall
much more violently, They published a series of supply-price relationships.

In 1926 the Division of Agricultural Economics of the University of Minnesota (41) pointed out
that the changing relationship between short crops of potatucs, and price, may indicate that incomes
of consumers in general have become such that they will nat curtail consumption of potatoes
materially until Igrices rise to $3 or $4 per hundredweight.

Warren and Pearson (42) pointed out that consumers’ prices of most farm products usually
fluctuate sufficiently to allow of disposal of the total supply, However, a small reduction in retatl
prices causes a large reduction in farm prices.

Scoville {43) has shown that following years of high prices of cabhage, farmers set more
plants. Conversely, following vears of low prices, farmers set fewer cabbage plants.

In 1927, Ezekiel {44) showed that a 1-per-cent increase in laml prices when prices were ahout
average, resulted in ahout 1.§ per cent decrease in conswmption, When prices were either very
high or very low, a 1-per-cent increase in price reduced consumption nearly 4 per cent, When prices
of lamb ranged from 20 to 28 cents per pound, the demand was only moderately ¢lastic; when
prices advanced abcve 28 cents, demand became much more elastic.

Schultz (45) has pointed out that an increase of 1 per cent in the price of sugar wili cause an
inerease of me 5.6 to 0.8 per cent in the quantity of non-dutiable sugar.

The United States Department of Agriculture {46} studied the relation of the price of flax
to the combined production of the Ehuted States, Canada, and Avgentina,  Flax prices were
deflated by the wholesale price of building materials. Two demand curves were determined, the
general-demand curve and the low.demand rurve. .

Kantor (47) bas shown that on selected davs when there was a laree supnly of peaches on the
New York market, handling charges absorbed a much larger part of the price of Ellerta peaches
than when the supply was small. . ‘

Ratchenstein (48), after studying prices of Imperial Valley cantaloupes for the period from
1920 to 1925, concluded that a high purchusing power of cantaloupes was followed by increased
acrenge. Coenversely, decreased acreages followed low prices.

Daggit (49) studied the relation of the total peach production to the United States farm price,
and the relation of the production of peaches in the South to the Georgia farm price.

After studying the relation of flaxseed production to the price of No. @ AMinnesota Huxseed,
Daggit {56} concluded that when prices fall to a certain level there is a tendeney for them 1o
become stalde.

Blean (5:) has shewn that the supply of farm labor affects wages in very much the same way
that the supply of commodities afiects prices.

Tolley {52) has shown that a z5-per-cent increase in the slaughter of hogs lowers prices about
I er cent.
5]_)1:1(1!5'1'; 753} bas pointed out that a large crop of potatoes is worth less than a small crop.

Ezekiel {547 has shown that the average elasticity in the price of beef, based on the amount
of beef and veal slaughtered, is 1.07, X . .

Working (55) has shown that when a wheat crop, available or in prospect, is 10 per cent above
normal, the two limiting consumptien-demand curves indicate that, if the wheat is to be comsnmed,
prices must be between 7o and 78 per cent of norwmal. . ]

Flliott (36) found that corn prices as well as hog priees kad to be considered in a study of the
elasticity of supply of hogs. ) .

Warren and Pearson (37) bave pointed out that it costs more to get a cheap bushel to the
consumer than to get a high-priced hushel through; that is, more iz deducted from a low retail
price to get the farm price than is deducted from a higher retail price.
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Schultz (58), in discussing the theoretical conmsiderations refating to supply, develops the concept
of the elasticity of supply, and states that in a closed economy the elasticity of supp?y tends to be
numerically equal to the clasticity of demand.

Warren _and Pearson (35) have shown that August jobbing prices of peaches are largely deter-
mined by New Jersey productien, whereas the September jobbing price is largely inﬂuencec{by the
New Jersey and New York production.

Warren and Pearsen (6¢) have shown that apples fluctuate more with changes in supply than
do prices of bananas.

Smith (6r) states that the price of cotton changes in an inverse direction, approximately 1.6
times as fast as the crop. The acreage of cotton is closely associated with prices of cotton in the
preceding and second preceding years,

Warren and Pearson (6z) have shown that the cost of distributing food in 1927 was g1 per
cent above that in the five pre-war years.

Ross (63) has shown that a 1-cent change in the price of milk has little effect on the retail

sales in the New York metropolitan area.

! SUPPLY-PRICE CURVES

In figure B8, curve no, 1, y= -%--1— c, ig the curve used by the writers (40), (42}, (57),

(60) (see discussion on page 116), Hedden (17}, {29), Bloxom (31), McLead (ga), (33), Holland
(3%8), (36), Haas and Ezekiel {39), Ezekiel (44), {54), and Rauchenstein {48}, used the same
curve but did not include the constant, ¢.

Cutve no. z, y==ax-+b, was used bf' Moore {6), (7), (21}, Scoville (g), (10), and Schultz
(28). The writers have found practically no cases in which a straight line fits the actual data.

Curve ne. 3, y=KL"E' was used by Working (r3), (24), (27), (41), Wauglk (r4), and
Killough (25), When the crop is infinitely large, the price is zero; when the ecrop is infinitely
small, the price is -l The curve also has negative values, Within the sizes of the corn crop

that have actually occurred, it is practically the same as mno. 1.

Curve no, 4, y = x%B8 (1) was used by Moore (12}, Schultz {19), (28), and Killough (25).
A very large crop would be worth a zero price. A wery small crop is worth nothing. The curve
is different in shape from no. 1, and much steeper. It does not comply with the principle of
supply-price rclationships. For example, a corn crop 40 per cent above normal would result in
two-thirds the normal price. According to curve no. 1, such a crop would sell for onc-half the
normal price. Such crops kave occurred only twice in the last fifty-one years, and in na case has
the price been depressed as much as this curve would indicate.  The curve underestimates the
effect of a small crop on price, and alsa overestimates the effect of a large crop on price. A
crop 2o per cent below normal would be expected to sell for 72 per cent above the normal price,
instead of 57 per cent above as indicated by curve no. 1. .

Curve no. g, y= ax*+bx®4ex+d, was used by Moore (8). This curve crosses both the + and
the v axis, and is inaccurate within the large or small crops that actually have occurred.

Curve nc. 6, ¥ = abT, was used by Moore (21). A very large crop would seil for a zero price.
The curve crosses the y axis.

Curve no. 7, y:%— + ¢, was used by Beoville (153, The price of a very small crop would
vary with the relative values of o, b, and ¢. A very large crop wounld sell for a constant price, c.
The eurve is too straight for the data, and is incorrect for small crops.

Hedden (17} tried the same curve with b as zero

Curve no. Formula y axis % axis
Approaches as a limit. . ... Approaches ¢ as a limit
Crosses......t.,............ Crosses
Approaches _T- 28 a limit. . .| Approaches as a limit
X0, ¥=0..... e Approaches as a limit
Crosses........o.eoun... ..} Crosses
Crosses. ......covuvennu.. Approaches as a limit
Ny
| PN Y= 5 +eoinn .+.| Approaches b as a limit. .. ,| Approaches ¢ as a limit
x
B —y—-=ax’+hx+c-.v----- XZ0, ¥ =00ereninnninn.., Approaches as a limit
T
[+ T:ax’-{-bx-!—c ....... Crosses...................| Approaches as a limit
y=ak? + bx + e.........1 Crosses
yra-logx + blog?x....| Approaches as a limit...... Crosses
yoaxbeT . X Eo, VB Approaches as ¢ limit
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Fiocure 88, RELATION OF THE UNITEDR STATES PRODUCTION OF CORN TO THE UNITED
STATES DECEMBER I FARM FPRICE, 1875—1913, CALCULATED RY VARIOUS FORMULAS

The part of the curve between the marked points shows the limits of production that have
actually occurred. Only the first curve is theoretically correct. Some of the other curves approxi-
mate this curve for the part included with the size of crops that have occurred
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INTERRELATIONSHIPS OF SUPPLY AND PRICE 143

SUMMARY

Nearly all readily available and extended series of prices are wholesale
prices. FEconomists have fallen into the serious error of using these as
measures of consumers’ and producers’ prices.

The price that the producer receives is the only price that affects
nroduction,

The price that the consumer pays is the only price that affects his
consumption,

Consumption of that part of the supply which is used on the farm is
affected by farm prices, which fluctuate violently. Consumption of that
part of the supply which sells at retail is affected by retail prices, which
ductuate little.  Consumption of that part of the supply which sells in
tin cans is affected by prices of canned goods, which fluctuate still less.
Consumption of that part of the supply which is consumed in hotels is
affected by prices on the bill of fare, which are practically indifferent to
supply.

The statement is constantly reiterated that supply and demand govern
prices. The assumption is made that all prices are thus explained. If
this were true, low prices would be explained cither by high supply or by
low demand. Consumers’ prices are governed by supply and demand.
Prices paid to farmers are consumers’ prices less the cost of distribution.
They may be low because supply or demand has made consumers’ prices
low, or they may be low in spite of high consumers’ prices if distributing
charges have risen.

In May, 1927, food sold by American farmers was retailing fu American
cities for 7z per cent ahove pre-war prices, but farmers were receiving
only 46 per cent ahbove pre-war prices for it.

Distributing charges for farm products in 1927 averaged g1 per cenmt
above pre-war charges. This makes farm prices low. If farmers received
their pre-war share of retail prices, there would now be no agricultural
depression.

The agricultural depression is primarily due to high handling charges
which have resulted from deflation. DPrices and handling charges will
in time come into adjustment. DBefore this occurs, forces will he sct in
motion which will result in a shortage of food and high retail prices.
Retail prices of food in the United States do not indicate that there is
an oversupply or an under-demand.

The producer pays the freight and all other distributing costs until
such a time as he is able to reduce production and so pass on a part of
these charges to the consumer. If retail prices were raised hecause
handling charges were raised, the consumer would not take all the product
and prices would have to be lowered. For mast farm products a numher
of years are required in order to reduce production and pass on part of
the distributing charges.

For most industrial products, a year of high supply is a year of high
prices. For farm products, high supply means low prices.

Consunmers pay more for a large crop than for a small crop. Farmers
receive less total dollars for a large crop than for a small one. The extra
amount paid by consumers remains in the cities.
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When there is a large crop, the farm price is reduced more centse per
bushel than is the retail price. It costs more cents per bushel to get the
cheap crop to the consumer than to get the high-priced crop to him,

There is no * world market " to which other markets have a constant
relationship.  Farm prices are frequently as much affected by the location
of the supply as by the total supply.

The violence with which farm prices fluctuate was becoming an im-
portant national problem even before the war. Fating in restaurants,
stabilized retail prices, increased use of package goods, commercialized
agriculture, specialized farming, and living in large cities rather than in
small villages, all tend to make farm prices fluctuate violently.

Since urban growth is dependent on farm ethciency, the more efficient
farmers become, the more violently do farm prices fluctuate.

Any change that makes distributing charges high relative to retail
prices causes violent fluctuation in farm prices. Deflation left distrib-
uting charges high and made farm prices fluctuate violently., Before the
war, a zo-per-cent shortuge in the United States potato crop increased
farm prices at Batavia, New York, 54 per cent, but it now increases them
177 per cent. Apparently fluctuations in the total food supply affect
prices less than do fluctuations in the supply of a single commodity.

Farmers respond to prices as vigorously as does industry, but they are
dealing with hiological facts. When prices of pig iron were 20 per cent
above normal, production was increased 12 per cent in the same year.
When round steak sold for 20 per cent above the normal price, the receipts
of steers in Chicago were increased 32 per cent eight years later.









