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Introduction

The purpose of this paper is twofold: first, to review the current
economic situation of the dairy industry and the dominant dairy policies
and issues of 1982 and second, to assess the economic and political
outlook for the dairy industry in 1983, The paper beginsg with a dis-
cussion of the economic status of dairy markets in the U.S. and New York
at the end of 1982, This is followed by a review of the major policy
issues of 1982. The paper concludes with some comments on the 1983
economic outlook for the dairy industry in the U.S. and New York and on
the possible policy changes that could shape the dairy economy in the
future.

The Year in Review
The National Economic Situation

Milk Production

With 1982 milk production estimated at 135.8 billion pounds, U.S.
dairy farmers exceeded 198l's record production by 2.1 percent (see
Table 1). As has been true for the last two years, production increases
were due to higher cow numbers as well as greater production per cow. The
most recent estimate of over 11 million cows is 1.1 percent greater than
the number of cows last year, which is slightly less than the one percent
annual increase in cow numbers observed in 1981 (Table 1). Production per
cow increased at the very modest rate of 0.9 percent in 1982, compared to
2.4 percent in 1981. Perhaps in part this reflects that farmers have been
keeping and adding lower quality cows and heifers to their herds in order
to expand production (Table 1). Although the relative number of replace~
ments increased again in 1982, it did so at a lower rate than in previous
years.

ImBorts
Although the early estimates tend to be very crude, it appears that
dairy product imports were up in 1982 (see Table 2). The greatest in-

crease seems to be in Italian cheese and casein, with American and other
cheeses showing smaller gains. Although U.S. manufactured dairy product
prices have not increased much this year, world production and the inevi-
table surpluses have been building again after an off year in 1981; thus
encouraging our trading partners to expand their exports.

Dairy Product Consumption

Commercial disappearance of dairy products showed a strong 1.7%Z gain
in- 1982, In spite of the current recession, consumers are probably
finding that dairy products are becoming an increasingly better buy due to
the rather small increases in dairy prices. Cheese and lowfat milk
continue to lead the way with annual consumption gains of about 3% each
(see Table 3). Per capita consumption of whole milk continues to fall,



while lowfat milk consumption increases. Per capita domestic disappear-
ance of all dairy products in 1982 was three percent lower than that in
1972 (see Table 3}.

Commercial Stocks

Despite the burgeoning milk surplus, total commercial stocks of
manufactured dairy products were reduced in 1982 by the largest amount
since 1975 (15 percent on a total milk equivalent [BF! basis). As shown
in Table 4, commercial stocks of nonfat dry milk and "other" cheese
increased somewhat but they decreased considerably for butter and American
cheese. This probably reflects the desire of manufacturers to trim their
inventories to minimum levels early in 1982 when it appeared that USDA
purchase prices fer dairy products might be reduced, thus reducing the
value of commercial inventories. At least part, perhaps one billion
pounds (milk equivalent) by some estimates, of normal commercial inven-
tories were simply sold to the USDA for this reason.

USDA Purchases

Estimated USDA net removals of 13.8 billion pounds (M.E.) in fiscal
year 1981-1982 established another new record for the dairy industry (see
Table 5 and Figure 2). This was almost nine percent more than fiscal year
1980-1981, with the biggest increase in nonfat dry milk purchases. For
calendar year 1982, net removals are estimated at about 14.0 billion
pounds. Over 10 percent of the milk produced in the U.3. was purchased by
the USDA in 1982. FEven more striking are the net removals as a percent of
production on a commodity basis, as shown in Table 6. Approximately one-
fourth of the American cheese, one~third of the butter and two~thirds of
the nonfat dry milk produced in 1982 ended up in government hands, with. -
government stocks rising accordingly.

Accompanying these record purchase levels are record USDA expendi-
tures in dairy products (see Table 5). TIn fiscal year 1981-1982  net
expenditures exceeded $2.2 billion, representing well over 10 percent of
farm cash receipts from milk sales (see Figure 3). Total expenditures on
major dairy programs increased over eight percent in 1981-1982, with the
largest increase in the cost of price support purchases but a large
reduction in expenditures under the Special Milk program.

Prices

For the first time in 20 years the farm price of all milk decreased,
dropping 25 cents per cwt. in 1982 or almost 2% since 1981 (see Table 7).
Although the support price for milk has been held constant, USDA purchase
prices for dairy products have not been adjusted for higher processing
costs., As a result, wholesale prices for cheese, butter and nonfat dry
milk have held stable, but manufacturers must reduce the price to farmers
in order to cover their operating costs., At the retail level, dairy
prices increased at about half the rate of food prices in general,



The New York and Nertheast Situwation

Milk Production and Prices

Milk production, cow numbers, and production per cow in New York (see
Table 8) increased at a slightly slower rate in 1982 than they did in the
U.S., in total (see Table 1). The growth in New York production has been
about the same as the increase in U.S. production for the last several
years. One interesting and potentially dimportant departure from this
trend appears to have occurred in 1982. The number of milk cow replace-
ments increased over 14 percent in New York {see Table 8) but only about 4
percent in the U.S. (see Table 1). This portends an increased rate of
growth in New York milk production for future years.

Dairy farmers in WNew York, as elsewhere, have been faced with in-
creases in imput prices that have been greater than milk price increases
for the last several years. Table 9 is a reprint from New York Agricul-
tural Statistics that illustrates this with prices paid and received
indices. Since 1978 the ratio of prices received for milk to prices paid
by dairy farmers has been declining, and it appears that this will hold
true for all of 1982 as well. Although prices paid for inputs seems to
have been stable in 1982, the price of milk actually declined.

Another measure of how well New York dairy farmers have been fairing
recently is provided in Table 10, which shows estimates of the average
costs of producing milk for a sample of New York dairy farmers for
selected years. By this measure, net returns to the dairy farmers' fixed
assets (labor, management, and capital) have been declining in recent
years, but in 1981 they were still well above their level in 1977. Pre-
liminary indications from Cornell management records are that net returns
were down further in 1982, with somewhat higher gross returns due to
increased production per farm and/muc igher gross expenses. When the
final data are collected, it may—be\ found that net returns declined
another 30 to 40 cents per cwt. in 1982, >

/

Production and Sales of Dairy Products

Producers marketed more milk to handlers regulated under the New
York-New . Jersey federal order and throughout Northeast milk marketing
orders in 1982, as shown in Table 11, Producer marketings increased about
two percent in the Northeast, less than the three percent increase for all
federal orders. The New York-New Jersey and Middle Atlantic orders had
the smallest gains among federal orders in the Northeast.

While total producer receipts have been increasing, Class I use has
been declining; hence Class T utilization, the percentage of total pro-~
ducer receipts that is used in Class I, has also been declining, as is
shown in Table 12. The New York-New Jersey order has the lowest Class I
utilization among the Northeast federal orders and is below the average
for all federal orders. This has contributed to the modest reduction in
the 1982 blend price in the Northeast and the U.S. in general, see
Table 13. Changes in certain pricing provisions in the New York-New
Jersey order resulted in a slightly higher city zone price in 1982,



Policy Issues in 1982

As has been true for the last several years, activity in dairy
markets has been dominated by the price support program, At the beginning
of 1982, support prices were established in accordance with the Agricul-
ture and Food Act of 1981, This Act specified a support price of $13.10
(at 3.67% fat test) through September 1982 and $13.25 from October 1982
through September 1983, unless support purchase quantities or expenditures
fell to certain levels which would trigger higher prices based on 70 or 75
percent of parity (Novakovie, February 1982), These triggers were set so
low as to be obviously ineffective for 1982 and the foreseeable future.

Almost from the beginning it was clear that this support program
would not quickly discourage production or reduce USDA price support
expenses. Tn March 1982, the Secretary of Agriculture sponsored a
national symposium to consider the many alternative support policies that
were already proposed and being discussed. A consensus proposal did not
emerge or result from this effort. By Summer, the Secretary, the National
Milk Producers Federation, and other prominent groups and individuals were
backing specific but widely different proposals. In late August, Congress
passed legislation changing support policy, the Omnibus Budget Reconcilia-
tion Act. Attempting to reconcile the differences between advocates of a
simple cut in the support price (e.g., the Administration) and those who
favored a more complex plan involving a two-tiered base-excess type
pricing scheme (e.g., the National Milk Producers Federation), Congress
froze the support price at $13.10 through September 1984 and gave the
Secretary authority to directly assess producers up to one dollar per
hundredweight (in two 50-cent increments), provided projected price
. support purchases do not fall below certain levels (for further details
see Boynton and Novakovic or Novakovie, September 1982).

Opposition to this modified price support program came from all
segments of the dairy industry and all around the country, despite the
fact that this program reduced the farmers' effective price less than most
alternatives farmers had sought. The Administration remained firm, how-
ever, in its intention to exercise the authority Congress had given it to

assess dairy farmers. The Secretary announced that the first 50-cent
deduction would begin with December 1982 marketings and hence would be
first reflected in farmers' checks in mid- to late January, 1983. In

early January, a Federal District Court Judge in South Carolina issued a
preliminary injunction barring the Secretary from collecting any of these
deductions pending a full hearing on whether the Secretary violated the
Administrative Procedures Act by not inviting public comment on whether or
not to impose the assessment. Some other legal issues are also involved
and suits have been filed in other parts of the country to stop the
assessment program. The Secretary has sought a speedy repeal but if, how
or when these legal questions will be settled is not known. In the
meantime, the Secretary has initiated steps to implement the full one
dollar assessment on April 1. At this time it is not at all clear that he
will be successful, but it seems fairly likely.

Although the price support program has held center stage, other dairy
policy issues were raised in 1982; even so, these other issues seemed to
be related to the price support problem in one way or another. For



example, proposals were made to further restrict dairy imports (especially
casein), to increase the levels of nonfat solids in fluid milk products by
amending the identity standards for milk, and to expand government author-
ity for farmer-financed dairy product promotion. These proposals had been
made off and on for several years but received particular attention in
1982; because many felt that they could help alleviate the surplus problem
without lowering prices or without lowering them as much. Funds for
Special Milk and School Lunch programs were reduced earlier in the year as
part of the President's effort to reduce the cost of soecial programs.
These cuts were vigorously opposed and efforts were made to reinstate or
increase funding for these programs and thereby to stimulate dairy product
consumption in this way. Another policy tepic in 1982 was the still
percolating issue of dairy product export subsidies. Again, advocates of
subsidies perceived them as at best a way to enhance consumption without a
drastic price decline or at worst a necessary device for reducing mammoth
stocks of manufactured dairy products. A final major issue that began to
heat up in 1982, although it has simmered for several years, involved the
performance of milk marketing orders. There seems to be little dispute
within the dairy industry that it is becoming increasingly difficult for
fluid milk processors to attract raw milk away from manufactured product
processors, which is one of the.things marketing orders are supposed to
facilitate. This problem has spawned new proposals to increase the
Class I differential within and across market order areas and other more
complex proposals for pooling milk receipts, all of which are intended to
make it easier for fluid processors to bid milk away from manufacturers.
Clearly the enhanced profitability of manufacturing due to high purchase
prices for supported products has greatly contributed to this apparent
problem with marketing orders.

The Economic and Policy Outlook for 1983

Few, if any, of the important policy issues were resolved last year.
The state of limbo in price support policy created by the recent court
action has resulted in a host of new or revised alternmative legislative
proposals. At the time of this writing, the National Milk Producers
Federation had just endorsed a complicated proposal that would penalize
producers for any quantity of milk produced over some base quota and put
these monies into a fund that would be used to pay other producers who
reduce their current production to some amount less than their base.
Although this scheme was firmly endorsed within NMPF, it is not at all
clear that a consensus among producers exists on the preferred program
alternative. As with the alternative offered by NMPF in 1982, many
producers and producer organizations seem to exhibit stronger support for
unity in their position than for the specific position itself. With this
kind of situation, one can only guess what will ultimately happen to
support prices in 1983. This uncertainty makes it difficult for dairy
farmers and other industry participants to plan and make long-run deci-
sions. It is no less difficult to make predictions for 1983 under these
circumstances. The economic outlook presented below assumes that the
current program or something similar that simply reduces the support price
will take effect sometime around mid-year, That this will indeed happen
is hardly a certainty, but this seems more probable than any other possi-
bility at this point.




The National Economic Outlook

 The national outlook is summarized in Table 14. With no change in
USDA purchase prices for 1983, it appears that wholesale manufactured
product prices will remain at or near current levels. Retail prices for
dairy products will consequently reflect only increases in marketing costs
and thus continue their extremely modest increases. This also means that
the effective support price for milk will also continue to erode as manu-
facturers face the same price for their product and higher manufacturing
costs, Even with a constant support price {(of $13.10), farm prices could
be expected to decline about 10 cents next year. If they go into effect
on April 1 or thereafter as the Secretary states they will, the Phase I
and I1 assessments will further reduce the "net" price up to $1 for the
period they are in effect. Thus, the U.S. average price for all milk in
1983 will probably be no more than $13.45 and could be as low as $12.70,
depending on the magnitude and duration of the assessments.

Despite the best intentions of dairy policy makers, it will be
difficult to stem the tide of milk production in 1983. The large numbers
of replacement stock and continuing low feed prices and poor alternatives
for dairy farmers will encourage production. If the assessments go into
effect, the Phase II, refundable assessments will be sufficient to encour-
age some producers to cut back production, probably those who have not
increased much from their base production and those who are planning to
retire. Others will simply be forced out of business by the price cut
(cf. Boynton and Milligan). Most will continue to produce milk and some
will even expand even though net returns per hundredweight will be lower
in 1983, If the assessments are made they will not take effect until
April 1 at the earliest. Unless they simply cannot survive, few farmers
will cut back or even quit when their production is peaking in the Spring
and the Summer pasture season is just around the corner. Most will find
it financially preferable to at least hang on until the Fall. A one
dollar assessment will eventually work to reduce aggregate production by
putting some farms out of business, but it does not seem likely to affect
production in 1983 very much. Our best estimate at this point is that
production will increase one to two percent in the U.S. during 1983.

Once again the very modest increases in dairy product prices expected
for 1983 should further encourage milk consumption, ~although it may be
optimistic to expect an increase equal to that in 1982. Our best estimate
at this point is for about a one percent increase in 1983. An increase in
consumption could require slightly larger inventories, but the possibility
of lower purchase prices for manufactured products and the resulting
decrease in the value of commercial stocks will likely keep those stocks
near current low levels. Farm use and imports will probably not change
much in 1983.

The outlook for 1983 looks to be a continuation of the last two
years—-record production, record USDA purchases of dairy products, and
record price support: expenditures. O0fficially, expenditures will be
reduced if the assessments are collected, but this maneuver is a bit
deceptive insofar as it does not actually reduce the cost of the program
so much as it shifts who pays for it,



The New York and the Northeast Qutlook

The outlook for New York and the Northeast is similar. The pattern
of dincreasing milk production and declining fluid sales is expected to
continue in 1983. 1In fact, early reports for milk production in 1983
indicate fairly large increases in the Northeast relative to the rest of
the U.S, Total milk production in January, 1983 in New York, Pennsylvania
and Vermont increased 3.4 percent compared to last year, whereas the
production for the rest of the U.S. increased only 1.2 percent. Moreover,
most states showed declining January 1 cow numbers in 1983. Of the top
five milk producing states, only New York and Pennsylvania had more cows
on January 1, 1983 than the year before.

This means that the strength of dairy markets in New York and the
Northeast will depend importantly on continued growth in cheese and soft
product markets, particularly Italian type cheese. The recent strong
market demand in the Northeast is closely related to the addition of new
Italian cheese plant capacity in New York and Pennsylvania. The rate of
growth in demand for Italian cheese during 1983 will be an important
factor in determining the demand for and returns to increasing Northeast
milk supplies. Declining Class I utilization and some softness inm U,S.
manufacturing milk prices will result in 1983 blend prices being 5 to 10
cents per cwt. below 1982 levels.

Prospects for Policy Changes

Discussions of many dairy policy issues will continue through 1983.
Despite heavy pressure from producer representatives, the administration
has repeatedly resisted calls for further import restraints. It is
unlikely that tighter import quetas will be announced in 1983, The need
to reduce government stocks may become so irresistible that something will
be done to increase exports, although the administration will resist
obvious export subsidies so as to avoid the chance of a trade war. Legis-
lation to change identity standards for fluid milk products was defeated
in 1982 but will surely be reconsidered in 1983. Sometime fairly soon,
added attention will be paid to marketing orders. This may not happen
until the price support problem is solved, but sooner or later marketing
order provisions will be scrutinized. Tops on the list of issues will be
the level and geographic alignment of order prices, but this will lead
to discussions of various related issues, including reconstituted milk
pricing, transportation differentials, basing points, the M-W price, pool-
ing criteria, and the geographic size of order areas.

In fact, the stage is already set for a renewed battle over reconsti=~
tuted milk pricing (see Novakovic and Story, and Novakovic, 1980 for
details). An appeals court recently ruled that a lower court's dismissal,
on technical grounds, of a suit brought against the Secretary of Agricul-
ture about reconstituted milk pricing was not entirely warrvanted. The
suit was filed against the Secretary of Agriculture by the Community
Nutrition Institute, a fluid milk processor, and three individuals identi~
fying themselves simply as consumers. The lower court dismissed the suit
on the grounds that the fluid milk processor had not exhausted all adminis-
trative recourse and that the other plaintiffs had no legal standing. The



appeals court agreed about the processor and consumers group but decided
that the individual consumers did have the right to file a suit against
the Secretary on this matter. Although neither court commented on the
legal merits of federal order pricing provisions regarding reconstituted
milk, the appeals court ruling will encourage individuals to raise the
issue by suing the Secretary again, if they are so inclined,

All of these issues will be important, but the major issue for 1983
will again be what to do about dairy price support policy. Moreover,
price support policy will hold the political center stage until USDA
purchases and expenditures are reduced to much lower levels and they show
signs of staying there. Based on how the discussions have gone early this
year, it is hard to be optimistic that these goals will soon be reached.
Price support policy may still be an unresolved issue well into 1984,
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Table 3, U.S, Domestic Disappearance of Selected Dairy Products from
Commercial Sources

1982 as %
1972 1977 1980 1981 19828  of 1981
(million pounds of product)
TOTAL DISAPPEARANCE
Whole Milk 45,390 35,638 32,754 31,685
Lowfat, Milk 14,180 18,988 21,743 22,443
Cheese 2,683 3,405 3,864 3,988
Butter 861 860 912 898
Nonfat Dry Milkc 853 698 669 679
Frozen Desserts d 5,662 5,977 5,939 5,940
All Products (M.E.) 115,883 118,176 122,803 12352953 128,700 104.4
PER CAPITA (pounds)
DISAPPEARANCE
Whole Milk 221.0 164,0 145.0 139.0
Lowfat, Milk 69,1 87.1 96,3 98.4
Cheese 12.9 15,5 16,9 17.4
Butter 4.1 3.0 4.0 3.9
Nonfat Dry Milk 4,1 3.2 2.9 3.0
Frozen Desserts p] 27.3 27.2 26,2 26,0
A11 Products (M.E,) 514.0 506.,0 509.0 517.0 521.0 100.8

Source: Dairy Outlock and Situation, U.S.

and December issues.

a .
Preliminary.

bExcludes cottage cheese,

CExcludes mellorine.,

Department of Agriculture, June

d , soxqa .
Domestic civilian disappearance, all sources.



s[qeIFeAr °I® S9TIas ATy

*$TSBQ SPI[OS-1eJ Uc paindwod ¢ (TTE YIng PUE swesxd Y}ITW LIp IBJUOU SIPNTIXI)
qJuomW 3USIIND YOTUM I0J S30npoid PIINIOBINUEBM SIPNTIUL,
*254y8 pur TIO12313Inq JO JUSTBATNDD 1933N SSPR[OU]
*9599Yd 552301d SIPNIIUT,

.%Hmmﬁﬁﬂﬂmumﬁ

q

*7@6] ILSqWaDD( puB [uUnp f9in3Tnora8y o juswiiedsg °§°Q ‘UOLIBNITS PUE Joo[Ing AITeQ 19DIN0G

SOI 9¢L°02 8L£°81 €18°61 656°21 979°8 86%°¢ oﬁ.m.zw §)0015 TBICL

641 €°06T1 0°€£08 8°1¢L L7108 7TLT19 6°9 NTTW 1@ IBIUON

. BI1 g'eo9 6°18¢ 6° 118 7°89¢ L7061 7796 1a33ng

t 601 17667 7616 9" [GY 9°891 $° 09 Z°0 2252240 smUﬂHwaﬂ
o~ JUIWUIDAOCD

=

! €01 8" 68 1798 AN 0°s8 £709 6" L€ AT £1Q 3BFUON

L 0°€¢ £ Ly 6°1¢ G 9L (AR 1711 ie33ing

G0l 7001 G098 L°66 £°66 0" %9 0°¢9 2839Y) 134310

8 £°80¢ 8°¢lE 9 yLE HAAAY G 19¢€ £°69¢ aga9y) uwaliswy
TeToIIUWIO)

(2onpoxd yo spunod UOTTTH)
1861 30 *1dag s3e8d *3dag 0861 LL6T 261
%4 S® 7861 ﬁmmmﬁ p1861

yauow 10 IBL JO PUd ‘S3IDINPOIA] AIiTRQ FO SY2038 °§°Q1 ¥ 2T9EL



*1 I92qol2p sur8saq awak Te2STa,

‘eNSST I9qWadad( ‘IANITNITISY JO Juswiriedsq °§°[ ‘UOCTIBNITS pPUE JOOTIng ALTe( :182INn0g
€901 £°492°2 C'E60°T 9°9E¥ 1 L'%8¢ 7° 685 Te20]
L°€T 1°82 8°811 8°9¢T 1°%€1 8°/€1 qTER IFIO2dg
£°601 6" L L 8°¢ £°9 0°¢ SABITSM PU®R YDUNT TOOYDS
67711 € 1€ T 2°9L6°T  0O°%LZ°1  £°%%2 790y seseydang 3ioddng

(SIBTTOP UOLTTIW) sainlipuadxy 19y

_ £° 801 0°008°¢1 0°00L°2T 0°00Z°8 0°001°I 0°00T°¢ juspeATnby NTTH
« $°96 6§ 61 z°0¢ AR VARA 77 LT ATTH poieiodeay
_ AR A 9°€56 67984 2268 $°207 € gee MTTR £1Qq 3BFUON
“REAS 9°86% 17z¢€s 9°cLE 1°z1 9" 1% 9593y 1BPPaYD
z7L01 1°78¢ £ 9sE 0°€€C 77 9% 9°vel aa11ng

(spunod UOTTTTIW) STRAOWIY

1861 30 8-1861 18-0861 08-6461  6/.-8.61 8Li-Ll61
% S® 7861

ieoj TEOST4 £q S3dnpoiag LATeq uo sainiTpusdxy 389N pue Jo STRAOWSY y(qS '¢ °9TqEL



.%Mmmﬂaﬂﬂmumﬂ

s¥003s TeIoiommod Jurpue snyd @dueaeaddesTp [ET213umo),

©1861 uydieR ‘eaniTnotaly Jo juswiiedsq "g'n UOTIBNITS PUB HOOTING AITRE :32aN0G

G €6E°T  1°65T°T 67046 C" €86 9 90Z2°1 1°6.6 9°QET°T1 £1ddng TE3I0L
£°168 £°%E9 €647 0682 L°19Y IR G ¥6E sTeACURY 33N
YANA LS 8°%Z9 9°669 G'869 6°2%1 0°818 1 99L LOSN TETDI9umIo)
NITH AXQ 3BIUON
9'9£7°1T %'CLT°T  8°100°1 L°0E0°1 8°CTI°1 %°986 2°020°1 AL1ddng teaof
G 16¢E 0°L62 9°18 0°¢11 8°12¢ %°6€ €9 sTEAOWRY 33N
i 1°626 %616 7°076 L*816 0° %68 0°L%6 8°956 o oS0 TETOI9WNO]
o I=233ng
—~
: €°L70°C  6°G6L°T  6°96G°C GTESY e G 89%°T L89€°T 0°160°T A1ddng TBI0[
0°£9¢ L7 6Y¢ 7°07 L76¢E 7°8%1 0°8¢t 7°89 sTRAOWDY 11BN
8° %94z TU9¥hiz  £°91s°T  8'EIv'T  E£70CE°T L*0€ET  87720°¢C £ °S0 TEFDI2UWO)
mwmmﬁo ﬁmu.muwg
{1onpoad jo spunod uwoTTTTIW)
q1861 0861 5061 8161 LL6T 9461 Gl61
NTIW £1Q

jejuoy pue €Isiing ‘@sa9sy) updriemy jo ATddng TeIOL puER STRAOWSY ISN VASA fasq {BIDISUMO) g 2TQE]



- 15

"polvwWIIsS

*YITw A£Ip 3jBIUOU I0F UOTIBWIOFUT 90Tad TTRISI OU ST 2Iayg,

*201ad 310ddns pasunouur Jo o8evisae Tenuue a7duIg

q
]

"RANIINITASY JO Juswiledaq *S°(] UOTIBNILS PUB HOO[INQ AILB( :921IN0Y

L01 0°067 £°242 8°9%¢ B°L12 VAR $° 18t §99Tid ILWNSUO) TTV
S01 0°L82 3°%LT 9°vG6Z LN ?°11¢ FANAN pood TTV
701 G 8%z 9°¢Hz ¥ LTT 17402 9°681 6°€LT s3onpo1g LITeq [V
101 0°cze 27072 %7807 7161 LTTLT £°291 ATTH 2T04M PINTA
:{(0°00T=L961) SIDIpPUI S°TIg [IBI3Y
001 0°"%6 0°%6 L°88 0708 KARY) 5799 (*qT 1) oTES9TOUM
001 0° %6 0°%6 1768 6°8¢ 604 9°99 oPPTII3103UN “3pERIy BIIXY
fssav01g Aexdg ‘eseysang 090d
@"A.@H\uv ATIH 41Q 3ByuoN
[402) 0°%70¢ £ 661 87481 £°891 1°6%1 £76ET (4T 1) SY°TIS Yy °9pRIH ‘TTRISY
00t 0°8%1 0°8%1 £76E1 7 2¢l 2601 7°86 (°q1 1) o8eoTyY) ‘Y SpEIn °ITESITOUM
00t 0 6%l 0°6¥1 AN R Al 27901 7°86 mommUﬂmu
1931y Io V¥ SPBIH ‘aseBEyIIng 09D
:(qi/9) as3ang
Z01 0°19¢7 £795C 0°6cee 0°¥1¢ 2161 6 LLT (s@251d -qT z/1) uUBOTIoWY ‘[TEIaY
66 0°g¢e1 B 6ET 0°€el 8°¢€¢1 17401 8795 : S31uTod
ATquassSy UTSUODSTM Q0" *(S¥00Tq
punod () Ieppay) UBDTISWY ‘STESITOUYMN
001 0" 0%t 0701 0°2¢1 G°GTI 9°Z01 9796 221P0Tq ‘18ySTy 10
¥ opels ‘arppayyp [BANIBN “ISBYING 300
${*q1/%) Iseaq)
L01 VAR VAA 8%7°1 7ET1 £S°1 6E°T OT3®Y PoRI/YMITH
001 c9°¢I 0L721 00°¢1 01°11 89°6 0.°8 q 9pP®'i1D
86 SLTET 00° %1 0z ¢l I TANA 08°01 96°6 V ®PBiD
g6 GG €T 08°El 00°¢T 00721 09°01 TL'6 ATTR TIV
$(3e3 oa® “tIMD/4) MTIW WIBg
1861 30 4861 51861 0861 6461 BL6T L161
% S®B 86T

S9OTPUT 92TIJ TTBISY pP@3ID9Tas pur NTIW £ig IeFuoy
pue ‘ieling 9se9y) 10J SSVTIJ [TeIDY Pur ‘a[essToyM ‘oSBYDANg DDO “YTTW I0J S90TiAd WIB] °*S ) 7 9[QEL



- 16 -

.hwmdﬂaﬂﬂmhmm
“£gpT ‘Arenigqeg ‘eIniTnaTily JO
Juswzaedag °g°f ‘UOLIONPOiJ NLIW PUE S29YIBK pue 2inlnorildy jo quswaaedaq MI0x MON PUB 9ITAISG
9urizodey doip jiox mey ‘3xodsy ooisealT puk doi) NIOX MIN PUB SOTISTILIS TeIN3TNOTa3y HI0) M8N 1904N0S
L°ETT (AR 0°8¢ 0°6¢ 8°8¢ A% (rou) sm0) Q1 4°d SI8F1°H
AR AN 86¢ 8ye 9¢¢ wee 01¢ 19A(Q puEe spunod (0§ SA33teH
sgjusmsoeTdey M0D JTTH
£°001 816 616 16 £16 6Z6 - paaTE) ®AEY
1BYl SA9JTOH PUB SMOD TTH
(spuesnoyl) | AIenus[ “Suieg U0 ITIIB) ATTH
87001 20616 216 116 716 0<e (snoyl) Iesd Zuranp
a%vIraar ‘sSmapj ue sSM0) MTTIH
1°66 RIAREA LET°2T 97021 981°11 Zoz 11 (*sqr) #m0) 134 UOTIINPOId
L7001 WA ARAN 630°T1 7L6°01 72z 01 90€°01 (*sqT "TTW) UOTADNPOId HTIW
1861 3° 2861 1861 . 0861 LL6T Ti6l
% 5% 7861
5809

7194 UoT1oMpolg pue ‘sisquny 2711B) ‘u0TIONpOIg |TTH FIOX AN

‘8 PTYEL



Table 9,

- 17 -
HEW YORK DAIRY FARM PRICE BNDEXES

An index of Prices Paid by New York Dairy Farmers was
developed and published in 1940 by the Department of Agricultiurel
Economics at Cormefl Universjty. During 1981 a revised index was
constructed in o cooperative efforf between the Deportment of
Agricultural Economics and the New York Crop Reporting Service. In
addition fo shifting the base period for prices to 19772100, the index
contains new weights to. reflect current purchasing pofterns. This
new index is now computfed and published monthiy by the New York
Crop Reporting Service.

The economic pesition of the farmer depends upon prices
thot he pays for commadities used in production and in family living
as well as prices he receives for the commodities he produces. The
index of Prices Paid by Dairy Farmers is limited to only commodities
usad in production. An indication of family living costs may be
obtained from the Consumer Price Index (CPE) as published monthly
by the Bureau of Labor Stotistics.

The Index of Prices Poid by Dairy Farmers measures the
change in value of a fixed bill of goods typical of doirymen's
purchases. i does not measure changes in farm expenditures, but
shows the changes in volue of o fixed bill of goods used in the
production of milk. The everoge annual expenditures of New York
dairymen by major expense cotegories are shown beiow as a percent
of total.

An index of prices received by all New York farmers is
not avaitable, but since milk aecounts for 60 percent of all cash farm
receipts in New York, on index of prices received for milk by New
York dairymen serves as a useful indicator for the State's agricultural
economy, Bue to the seasonality of milk prices, monthly adjustment
factors were developed based on the 36 month period January [976-
December [978. Adjusting the index for seasonality provides for a
more meaningful comparison between the monthly prices received for
milk ond the prices paid indexes.

1t is for this ready comparison between prices received
and prices paid that rotios showing the relationship between the
indexes were developed. These ratios measure the exchange value of
units of commedities farmers buy in relafion fo units of commodiiies
they sell.

The purchasing power of the form dolfar can be expressed
as the ratio of prices received fo prices paid. The (981 rotic of 24, as
shown in the fable below, indicates that the dairymen's dollar would
buy six percent less in 98] than it would in the base period of 1377,

RATIO: Prices Received for Milk and Prices Paid
by Dairy Farmers, New York, 1977-1981
Index numbers {1977=100)

AVERAGE ANMUAL EXPENDITURES FOR MILK PRODUCTION Percent
Ite Percent of Total 150
1. Feed 31
2. Purchased Animals 3 &0 _
3. Fuel and Energy 5 136
4. Fertilizer 5 -
5. Seed 2
6. Machinery g 120 |
7. Building and Fencing Supplies 8 Ha
8. Farm Bervices and Rent 8 -
5. Agriculiural Chemicals | |00
10. Interest Rates 7 -1
[t. Farm Wage Rates 9 %0
12, Taxes _3 7 Y 7 ¥ ¥
Total 100 1977 1578 1979 1980 1981
DAIRY FARM PRICE BNDEXES: Prices received and prices paid,
New York, 1977 to date
Year I Jan, ] Feb. l Mar. i Apr. [ May I June | Juby E Aug. I Sept. l Oct. | Nov. ] Dec. (ﬁr;:zgle
INDEX OF PRICES RECEIVED FOR slid, SEASONALLY ADJUSTED
; (1977 = 100)
1977 87 98 98 100 101 102 101 1ot 102 101 101 102 100
1978 10t 103 103 106 107 108 197 108 109 1i2 1H 118 108
1979 118 121 118 121 123 124 122 122 123 123 126 127 122
1980 126 128 129 132 134 134 131 130 131 132 135 139 132
1981 138 141 . 142 |44 144 1 4% 140 137 136 135 137 139 140
1982 137 139 lah 142 142
INDEX OFf PRICES PAID BY DAIRY FARMERS
{1977 = [00)
1977 11 102 i 100 101 101 1G1 98 95 100 1060 02 160
1978 103 103 103 104 104 106 107 105 167 108 | 18 HI 106
1979 113 1] 147 1é 119 120 122 123 123 126 126 128 121
1980 130 131 132 133 133 134 |34 137 139 143 lus 147 137
1981 150 150 150 149 9 150 148 148 149 148 148 ta8 149
1982 147 143 148 148 {50
RATIO OF INDEX OF PRICES RECEIVED FOR MILK 7O BNDEX OF PRICES PAID BY DAIRY FARMERS
1977 %% % 97 100 (00 101 100 103 {04 161 101 100 100
1978 %8 160 100 102 103 102 100 103 102 104 105 b6 102
1979 104 106 102 104 103 103 100 99 100 28 0o 99 ([
1980 97 28 %8 99 101 100 98 95 94 92 92 95 96
1981 92 o4 95 97 97 96 95 93 9l %1 93 94 9%
1982 93 23 95 %6 95

Reprinted from:

New York Agricultural Statistics, 1981, New York Crop Repcriing

Service and the New York Department of Agriculture and Markets,

July 1982,
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Table 10, Average Cost of Producing Milk on Selected New York Dairy Farms#

Item 1973 1977 1980 1981
(§/cwt.)

Cash Operating Expenses
Hired labor .65 .84 1.09 1.20
Purchased feed 2.34 2.90 3.60 3.62
Purchased animals .42 .27 .29 .23
Vet. & medicine .12 17 L24 .28
Breeding fees .09 .12 .16 .18
Other dairy expenses .37 .58 .82 .89
Machinery repairs 40 .57 .75 .81
Auto expenses (f.s.) .03 .03 .04 04
Gas & oil .22 .31 .55 .62
Lime & fertilizer .36 .49 .66 .72
Seed & plants L1 .16 .20 .23
Spray & other crop .08 : .13 .16 .21
Land, bldg., fence repair .15 .16 .21 .22
Taxes .20 .27 .31 .35
Insurance 14 .18 .23 .23
Electricity (f.s.) .12 L17 L24 .27
Telephone {(f.s.) .03 .04 .04 .05
Interest paid .53 .72 1.17 1.43
Miscellaneous .18 .25 .37 L4l
Total 6,54 8.36 11,13 11,99

Other Expenses

Depreciation: mach. and bldg. .80 .89 1.42 1.56
Unpaid labor .08 .12 14 .14
Total ' .88 1,01 1.56 1.70
Gross farm operating cost 7.42 9.37 12.69 13,69
Less: Non-milk cash receipts 1.36 fﬁ 1.04 1.66 ° - 1.58
Inc. in feed & supplies 477 .00 7 A3 211
Inc. in livestock .25 <087 .39 .25,
NET COST OF MILK PRODUCTION $5.34 $8.25 $10.21 511.75
AVERAGE FARM PRICE OF MILK $7.30 §9.61 $12.65 513.66

Return per cwt. to farmer's
labor, capital and management $1.96 $1.36 §2.44 $1.91

Rate of return on farm equity '
capital 4.5% -0,6% 2.5% 2.0%

Source: New York Farm Business Summary data.
* Using farm unit (whole farm) method.

§
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Figure 1. Relative changes in milk production, numbers of cows, and

production per cow,
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2% of marketings
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8 - Solids-not-fat N
BAilkiatl

1988 70 74 78 a2 -

Source: U.S. Department of Agriculture

figure 2. Milk solids purchased under USDA programs as a percentage
of all milk marketed.

% of tarm cash receipis

12

CCC net outlays

10

1965 70 75 B0

Source: U.S. Depsrtment of Agriculture

Figure 3. Wet government expenditures for dairy preducts. as a
percentage of farm cash receipts from milk sales.
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