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OUR DEFENSE program has increased demand for war materials. 
This in turn has resulted in increased industrial production, in

creased payrolls and consumer purchasing power, and increased domestic 
demand for dairy products. Demand for dairy products also has been 
greatly increased under the lease-lend policy. Export demand is largely 
for cheese, canned milk, and dried skim milk, and only to a small extent 
for butter. A combination of these factors has caused dairy prices to 
rise. For the present season a good manager and feeder should find a 
comparatively good market for his feed through dairy products. 

The abnormalities involved, however, make the longer time future 
situation uncertain. When the turn in events will come depends on the 
war, our lease-lend aid, and our defense program. Dairymen should 
make every e~ort to increase production now to reach the government's 
goals. However, with the indications of a continued increase in young 
cattle, dairymen may well continue a long-time program of culling both 
low producers and those that might be feed shortages caused heavy slaughter 
eliminated through a Bang's or tuber- from 1934 tQ 1938 so that numbers 
culosis testing program so that such declined to 24,800,000 by January, 1938, 
cattle can be marketed while beef the low during the last 11 years. Since 
prices are favorable and before cattle January 1, 1938, the number has in
numbers increase materially. creased about 7% per cent to an esti-

Heavy ·investments in new and ex- mated 26,700,000 for January 1, 1942. 
pensive buildings and equipment can- Except for January 1, 1934, this will be 
not be justified. Any debt incurred the record number on hand for the 
thereby very likely will have to be United States. 
paid from lower-per-unit returns for Milk cow numbers probably will in
dairy products than the present. Like- crease further by January 1, 1943. By 
wise, investments in high priced dairy January 1, 1942, the number of heifers 
herds are extremely hazardous in the one to two years old will very likely 
face of rapidly increasing numbers and be the largest on record, as indicated 
an abnormal demand situation. by the record number of heifer calves 

Numbers 
On January 1, 1934 there were 

slightly less than 27 million dairy cows 
in the United States."' Drouths and 

a year earlier. Farmers save a large 
number of dairy heifer calves when 
dairy cow prices are relatively high. 
Prices for dairy cows in 1941 have been 
the· highest since 1930 so probably the 
number of dairy heifer calves under 

•Unless otherwise stated, figures are for one year by January 1, 1942 will be as 
the United States. high or higher than the record number 
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of a year earlier, strengthening the 
prospects for further increased numbers 
of dairy cows by January, 1944. 

Production 

The number of cows per one hundred 
population has been slightly lower 
during 1937-41 than 1932-36. This has 
been more than offset by the upward 
trend in production per cow, so that 
the milk production per capita in 1941 
will be the largest on record. 

The record production of milk dur
ing 1940 amounted to 111 billion 
pounds. With increased production per 
cow and cow numbers, total production 
in the first nine months of 1941 was 5 
per cent higher than for the same 
period of 1940. An increase of at least 
5 per cent is expected for the entire 
year, with an estimated production of 
117 billion pounds- A milk production 
goal of 125 billion pounds has been 
established by the Department of Agri
culture for 1942 to supply domestic and 
foreign needs. This is a 7 per cent in
crease over the expected record high 
production in 1941 and a 121h per cent 
increase over 1940 production. The 
number of cows in 1942 is expected to 
be about 3 per cent larger than in 1941. 
Hence, in order to reach the govern
ment goal, production per cow in 1942 
must be about 4 per cent above 1941. 
If the desired goal is reached, domestic 
consumption of all milk and dairy 
products (on a milk-equivalent basis) 
could be about 10 quarts per capita 
larger than in 1941 after allowing for 
increased exports. 

The feed supply per animal unit for 
the 1941-42 feeding season is estimated 
at 1,960 pounds in 1941-42 compared to 
a 15-year record high of 2,040 pounds in 
1940-41. Consequently the feed supply 
is relatively abundant. With expected 
heavy feeding a larger proportion of the 
total available feed supply will be 
used, compared to a year earlier. A 
sufficient supply for the 1942-43 feed
ing season could be assured by liberali· 
zing production allotments, especially 
for corn. 

The supply of hay per hay-consum
ing animal unit for the 1941-42 season 
is estimated at 1.32 tons (September 1 
indications) which, except for 1938-39 
when it was 1.34, is the largest supply 
since 1928. 

Prices of feed average quite a bit 
higher than a year ago. However, be
cause of a more rapid rise in the price 
of butterfat and milk, the ratio of but
terfat and milk prices to feed-grain 
prices has been more favorable for dairy 
farmers than a year ago and is expected 
to remain more favorable during most 
of the 1941-42 feeding season. The ratio 
of butterfat prices to prices of by
product feeds (mill feeds and protein 
concentrates) was slightly below aver
age in mid-September this year and 
may continue below average during 
most of 1942. 

Prices of butterfat have been quite 
high in relation to prices of beef cattle 
and veal calves during 1941 and are ex
pected to continue about as high in 
1942. The ratio of butterfat prices to 
hog prices was relatively low in 1941. 
This ratio is expected to improve during 
1942. 

Consumption 

Per capita consumption in the United 
States of each of the important dairy 
products has been larger in 1941 than 
in 1940 and for all except butter has 
been the highest on record. Consumer 
expenditures for the principal manu
factured dairy products during the first 
seven months of 1941 were 15 per cent 
larger than in the corresponding period 
in 1940 and the largest since 1929. 

Storage stocks were high on Novem
ber 1, 1941. Stocks of butter were 186 
million pounds compared with 105 mil
lion pounds a year earlier and 126 mil
lion for the 1936-40 average. Stocks 
of American cheese were nearly 158 
million pounds compared with 125 mil
lion a year earlier and 107 million for 
the 1936-40 average. Storage stocks of 
canned milk were below a year ago. 
On a milk-equivalent basis, October 1 
storage stocks of five dairy products 

(butter, all cheese, condensed and evap
orated milk, plus cream in cold storage) 
were 37 per cent above a year ago and 
41 per cent above the 1935-39 average. 

Per capita consumption of fluid milk 
and cream and of butter has been about 
steady since 1924. The consumpti<>n of 
fluid milk and cream in 1941 is esti
mated to be 1.7 per cent above 1940 and 
also above the 1930-39 average. 

The demand for butter is affected by 
the difference in price between butter 
and its substitutes. Any rise in the 
price of butter, unless accompanied by 
a rise in the general price level and 
particularly of other edible fats and 
oils, will result in a shift from butter 
to butter substitutes. The estimated 
consumption of butter in 1941 is 2.3 per 
cent above 1940 and .7 per cent below 
the 1930-39 average. 

Per capita consumption of condensed 
and evaporated milk has increased 
steadily since 1920, due in large part 
to relatively low prices in comparison 
with fluid milk. In 1941 it is estimated 
to be 9.5 per cent more than in 1940 
and 38.6 per cent more than the 1930-39 
average. 

Per capita consumption of cheese has 
increased rapidly since 1932. In 1941 it 
is estimated to be 3.6 per cent more 
than in 1940 and 19.8 per cent more 
than the 1930-39 average. 

Changes in consumption of ice cream 
closely follow changes in the purchas
ing power of consumers. Per capita 

consumption declined rapidly from 1930 
to 1933, but has increased rapidly since 
then. In 1941 it is estimated to be 18.8 
per cent more than in 1940 and 58.2 per 
cent above the 1930-38 average. 

Exports and Imports 

Normally exports or imports are in
significant compared with the total 
United States production of dairy 
products. However, exports of dairy 
products have been favorably affected 
by the war situation, particularly under 
lease-lend activities providing for large 
foreign shipments of cheese, con
densed and evaporated milk, and dry 
skim milk. For the period April 1, 
1941 through June 30, 1942, export re
quirements are estimated at about 250 
million pounds of American cheese, 15 
million cases (652 million pounds) of 
evaporated milk, and 200 million 
pounds of dry skim milk. 

The largest exports of manufactured 
dairy products have been made in 
recent months. A comparison of the full 
year of 1941 with 1940 will show a still 
greater increase compared to the period 
of the first seven months. Total dairy 
exports in 1942 may be about double 
the already large exports in 1941 and 
almost eight times as large as in 1940. 
In terms of whole milk equivalents, 
exports in 1942 will require about 51h 
billion pounds of milk or 4.4 per cent 
of the 1942 production goal. 

Table 1, Wartime Exports of Dairy Products Compared with 1935-39 Exports 

Exports 
Butter .............................................................................................................. . 
Cheese ............................................................................... - ...................... . 
Condensed and evaporated milk .................................. .. 
Dried whole milk .......................................................................... . 
Dried skim milk ............................................................................ .. 

Total manufactured dairy products 
(whole milk equivalent) ................................... . 

Imports 
Butter ........................................................................................................... . 
Cheese ...................................................................................................... .. 
Casein ........................................................ _ ............. - ...... _ ................ . 

1935-39 
(Annual 

averaqe) 

1,370 
1,281 

30,557 
3,117 
2,735 

142,000 

9,278 
56,587 
8,180 

1940 
(Full 
year) 

1940 
(First 7 
months) 

Thousand pounds 
2,942 l,545 
2,256 1,133 

146,131 42,313 
7,532 4,262 
8,710 1,407 

475,000 

l,385 
32,623 
24,523 

176,200 

676 
23.285 
17,419 

1941 
(First 7 
months) 

1,551 
35,499 

194,209 
8,528 

13,293 

888,600 

1,184 
13,272 
27,338 

Prices 

Consumer expenditures for all milk 
and dairy products in 1942 probably 
will exceed expenditures in 1941 by 15 
per cent or more. This reflects the im
proved domestic demand resulting from 
increased industrial production, larger 
payrolls, and increased consumer pur
chasing power. The influence of in
creased domestic demand together with 
prospective large exports under the 
lease-lend program is expected to re
sult in higher prices for milk and 
butterfat during 1942 than in 1941. The 
increase in prices from 1941 to 1942 
may not be as great as from 1940 to 
1941. Prices for butterfat sold in whole 
milk will be relatively more favorable 
than prices for butterfat sold in cream 
until more butterfat and skim milk are 
diverted away from butter making and 
farm feeding of skim milk :to making of 
cheese, canned milk, and dry skim milk. 

MILK DIVERSION 
The government as part of the lease

lend program has undertaken to make 
available for foreign shipment cheese, 
canned milk, and dry skim milk, rela
tively concentrated products which are 
not too dependent on refrigeration. But
ter is not included. The British ap
parently are getting supplies of fats 
and oils from other sources. Insistence 
that lease-lend purchases include but
ter may arise if the basic purpose of 
foreign aid is forgotten. The purpose 
of the lease-lend program is not to 
provide new markets for the United 
States products. 

The situation, hence, calls not merely 
for a larger total output of milk but 
for a shift in the uses of milk so that a 
larger proportion will go into cheese, 
canned milk, and powder. 

The increased demand in these lines 
has increased their prices more than 
the price of butter. Thus, while cheese 
prices for 1930-39 averaged 56 per cent 
of butter prices, they have recently 
risen to 65 per cent of butter prices. 
Canned milk has responded similarly 

and skim milk is worth more for 
powder than for feeding. While these 
changes create difficult problems for 
the dairy industry, they are necessary 
if the shift to the desired uses of milk 
is to take place. 

As the shift progresses, a return to 
more normal price relationships may be 
expected as a result of decreasing out
put of butter and of increased supplies 
of other products. When the abnormal 
demand situation ends, a shift back to 
butter probably will follow. These 
factors should be kept in mind in de
ciding whether or not to install addi
tional equipment. If equipment is in
stalled, a heavy depreciation charge 
should be made against it during the 
next few years in case its value is 
small when the abnormal demand for 
cheese, canned milk, and powder no 
longer prevails. 

To meet government goals, the pro
portion of whole milk sold from farms 
at wholesale should be increased from 
43 per cent in 1941 to 481h per cent 
in 1942. The proportion of total milk 
used in cheese will need to be increased 
from 7.8 per cent in 1941 to 9.4 per cent 
in 1942, and the proportion used in 
condensed and evaporated milk from 
5.4 per cent to 6.5 per cent. In terms 
of whole milk equivalents the goal for 
foreign shipments under lease-lend is 
5.4 billion pounds. In 1941 foreign 
shipments will probably be about 2.6 
billion pounds. The net diversion re
quirements for foreign shipments in 
1942 over 1941 is thus only 2.8 billion 
pounds. With a total diversion of 5 to 6 
per cent of total production, a con
siderable amount of cheese, canned 
milk, and powder should become avail
able for increased domestic consump
tion. 

Cooperative creameries have lost 
patrons because of the wide price 
margin between butterfat sold in whole 
milk and butterfat sold in cream. Many 
of these creameries will be needed 
when the abnormal demand for cheese, 
canned milk, and dry skim milk ends, 
or when supplies increase and prices 
return to more nearly the former rela-



tionships. To bring about diversion and 
avoid dislocation of manufacturing 
equipment and the dairy industry 
creameries should consider: 
1. Using to capacity all equipment ex

isting at the present for making 
cheese, canned milk, and dry skim 
milk. To assure the desired volume 
and to keep existing buttermaking 
facilities intact, owners of such 
equipment should deal with coopera
tive creameries instead of with pro
ducers direct. Local cooperative 
creameries can avail themselves of 
such equipment by taking in whole 
milk from patrons and contracting 
in bulk with a condensery, cheese 
factory, or drying plant. In this way 
farmers can obtain the higher price 
for butterfat, but the local coopera
tive creamery has not installed, at the 
present high cost, equipment that 
will be obsolete in a few years. Also 
the cooperative creamery is in a 
position to return to normal opera
tions at any time price relationships 
warrant. 

2. Installing equipment in a larger 
local cooperative creamery which 
may be able to justify such equip
ment when the emergency is over 
and under more normal price rela
tionships. A diversified plant would 
be the result. To justify such instal
lation, the organization should have 
the support of a number of local 
cooperative creameries surrounding 
it. All business should be done with 
cooperating local units and not with 
individual patrons of those units. 

3. Remodeling drying plants that are 
producing dry skim milk for animal 
feed so that powder for human con
sumption could be produced. In a 
few cases this could be done at a 
very reasonable cost. 

4. Surveying locations carefully for the 
building of new plants and the in
stallation of additional equipment, 
whether financed out of lease~lend 
funds or from other sources, so as to 
obtain maximum results and main
tain the largest possible plant value 
when the emergency is over. 

The Situation at a Glance 

Favorable Factors 

1. Favorable dairy-feed ratio. Rela· 
tively low-cost production. 

2. Increase in industrial production and 
consumer purchasing power-in· 
creased domestic demand. 

3. Government lease-lend program
purchasing dairy products for foreign 
shipment. 

4. The Department of Agriculture's 
price-supporting policy-if needed. 

5. Relatively high beef prices and a 
favorable demand for cull dairy 
cattle. 

Unfavorable Factors 

1. Increase in dairy cow numbers. 
2. A further increase in the number of 

dairy heifers and calves. 
3. An abundance of all feeds and rela

tively low prices for feeds as com
pared to butterfat-will increase sup
ply over a period of time. 

4. More emphasis, for the present, on 
dairy and less on beef in dual-pur
pose herds. 

5. November, 1941 storage stocks above 
stocks a year earlier and the 1936-40 
average. 

The Business Situation 

I NDUSTRIAL ACTIVITY is now at the highest level ever 
reached in this country. Some increase is expected during 

the coming year but not at as rapid a rate as in recent months. 
Increased consumer purchasing power has been reflected in 
stronger demand for agricultural products, which demand is 
likely to continue to improve for the duration of the war and 
defense effort, except for temporary unemployment arising 
from failure of nondefense industries to secure raw materials. 
Further support may be expected through the purchase of 
agricultural products under the provisions of the Lease-Lend 
Act. Nearly all prices will probably advance during the year. 
The amount of the increase appears to depend upon the ex
tent of the control measures instituted by the government and 
their effectiveness. There are indications that we are at the 
beginning of a substantial inflationary rise unless strong pre
ventive measures are taken. If prices should rise as in the last 
war, farmers should anticipate a subsequent drastic decline. 
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