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IN'l'BODll'O'l'ION 

The price mechanism in a fully competitive society acts sa a go,', 
ernot' and regulator of economic activity. All busine88 decisions g~n; 
erally center around prices, present or prospective. Profit and I .... 
calculations are functions of prices and production. Higher pri, .... , 
curreut or anticipated, generally encourage greater production. 

Iu agriculture, prices are a dominant influence in incomt', in 
standard of living, and in community stability. Farm plans and pro­
grams are, in considerable measure, functions of price relationshi,,, 
between various alternative crops and livestock. Where B choice ill 

crops is possible, one major consideration is price. There is to BOrne 
extent, therefore, competition between crops and livestock for the u". 
of land, labor, and capital. Moreover, there is competition hetwet'D 
uses of various crops. If in any area feed is expensive Bnd lh'estock 
high, the feed tends to be sold direct; if the reverse situation prevail"; 
the feed tends to he sold in the form of livestock. 

The social importance of the price level is evidenced by the prol" 
lems accompanying material price declines, such as occurred followinll 
the World War and again in 1930-32. Depression, unemployment; 
material falling oU in total purchasing power, reversal of the l18u81 
farm migration eityward, 1088 of equities and values, foreel08urt'll! 
farm strikes, and so on-these are some of the problems arising oul 
of precipitous price declines. 

Not only wide price swings themselves, but also the unequal , 
movements of various prices are significant and disturbing. In. 
period of depression,. farm prices commonly fall considerably, whilf 
agricultural production maintains a high level. In many brauch1 
of industry, the reverse generally haa O<'eurred, namply, falling pro' 
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INDEX NVlIDIEBS 01" lIIION'1'ANA I"AB.Il PBIOES 

A monthIy index number of Montana farm prices baa been con­
structed to show the relationship of current to past prices. A aimpl~ 
weighted aggregative formula was uaed in constructing the index", 

The prices combined in the index cover the following products~ 
wheat, barley, rye, flaxseed, potatoes, dry beans, sugar beets, all hay; 
beef cattle, lambs, hogs, wool and butter. The base used is the aveI'\!. 
age monthly prices for 1924, 1925, and 1926," 

An index of marketings waa constructed from the carlot ship: 
ment data. The base used in tbis case was tlie average monthly ship 
ments for the years 1924, 1925, 1926; the average pl'ices for 1924 
1929, inclusive, were used for weights. Considerable quantities o' 
some farm products are shipped by motor carrier, and, hence, are no'. 
shown in railway shipment data. Except for butter and potatoes,' 
however, most of the producta included in this index are shipped by, 
rail. Since so many products are combined, the error due to the eX<j 

~lusion of part of the shipments is not significant. 
The quantity index multiplied by the index of prices is used to 

represent an index of income. While lOme farm products are not 
included, the index shows the trends in income adequately. A separ­
ate index is shown for crops and for livestock. 

Table 3 shows the annual index of prices, quantities shipped, and 
gross income, covering the period for which all or some price and 
shipment data are available. The data are for the crop year, Augu~t 
to July. 

The index of crop income shows the influence of low prices and. 
relatively poor crops in 1931 and or low prices in 1932. Income from 
livestock baa been relatively higher than income from crops sincel 
1928. 

~ f _. d • Sum p. Q. 
~ .J.De ormu..Ia U8e 1a aa follow.: Sum p. Q.' where P.=priee. in aoy Jlv. 

en .month or year, P.=prieel in the base period, Q.r=the weight. used. Thes":' 
welghts were based on the average monthly quantity of each produet .hipped 
in carlow tor the years 1925-1929, inclusive. These data were obtained trom, 
the Montana Railroad CommiBBion at Helena. J 

:l6The index may be .eon,verted to any b&IIe: de8ired by dividing e-aeb figur.ei 
by the figu:r:e ,for the p~rtIe~r bate ('boBea For example, to couvert to A'i 
1913 base, diVide eaeb flgure tn the index by the una figure. 
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TABLB a.-INDEXES OF MONTANA FARM PRICES. QUANTITIES SHIPPED. 
AND GROSS CASH INCOMEI' 

General Ind"" Crop Index Livestock Index" 

Quan- In- Quan- In- Quan~ 

Period PrIce tit)' come Prleo tit)' come Price tlty 
1910 ...... 71.2 68.9 76.4 
1911 __ ._._ ........... 68.2 ".1 ffl.7 
1912~ .. _._._._ ... 63.8 53.1 79.3 
1913 ... _ .......... _ ... 65.5 555 80.8 
7914_ ............ _ .•.. 82.2 81.9 83.1 
1915-... _ ............. _ 79.2 78.2 88.8 
1916 ... _ ...... ___ .••. 126.5- 134.4 114.4 
1917._._ ............... 1M 158.9 146.3 
1918 ....•.... ___ . __ •. 165.2 158.l. 163.8 
1919 .................... 171.6 83.' 108.8 190.3 25.0 47.6 142.9 112.1 
1920 .................... 104 78.5 '19.8 112.1 89.2 100.0 91.4 58.. 
1921 ....... _ .. _ ..... _ 80.7 74.7 60.3 82.2 85.7 70.4 78.5 60.6 
1922 ............... _ ... 84 103.8 ffl.2 76.6 124.5 95.4 95.5 7 ... 
1923 .................... 88.2 94.7 78.8 76.9 101.2 '77.8 93.1 85.7 
1924 ....•.. _ ..•. __ .•• 103.4 102.1 105.. 105.7 105.8 111.9 99.7 100.4 
1925 ................. _. 107.1 99.6 106.7 108.5 98.6 10'7.0 104.9 98.6 
1926 ................. _. 98.6 88.9 83.9 94.1 95.6 88.9 100.3 98.. 
1927 .......•.•...••.•••. 98.2 129.2 126.8 ffl.8 159.5 140.0 114.3 88.6 
1928 .................... 92.8 128 118.8 71.1 157.3 IlL8 126.2 ".1 
1929 ....... _ .....• _ .•• 88.4 IOU! 89 .• 75.9 100.7 78.4 107.9 102.9 
1930 •.•.• " ......... _ •• 55.8 10D.1 55.8 44.7 .3.0 41.6 73.1 98.8 
1931 .• _ ..• _ ...... _._ 46.5 68.3 25.8 42.1 .... 14.6 60.0 80.7 
1932 ............... _ ... 47.8 88.9 83.5 31.7 10Q.9 aLB 47.0 81.0 
1933 .................... 52.0 83.0 ".0 50.2 74.1 38.3 04.8 94.5 

"Crop year. A\1&'USt-J'uly. Calculated from monthly ...... bLivestock and 
.. ..,k products . 
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l"igures 10 and 11 show the price indices for crops anti Jj'· ... <lod 
amI the indices of gr088 farm income. . 

The index of livestock pricea has been above the index of er"l 
prices since 1926; the influence of beef prices on the livestoPk i",l'l 
for 1928 is very evident. During the period 1916 to 1921, inclusive 
the index of crop prices was considerably li10ve the index of liw.tocl 
prices. The low point for both indices was reached in 19:12, I",inl 
31.7 for crops and 47 for livestock. 
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