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dairy 
Production per cow continues to rise. Feed 

is plentiful. Dairy product prices ore sup
portetl until Morch, 1951, at levels close to 
the 1949 support prices. 

eggs and poultry 
Lower egg prices ore expected to increase 

per capita consumption of eggs in 1950. 
Poultrymen will need to watch management 
practices carefully and strive for quality pro
duction to offset lowered returns. 

1 





Dairy Producers Face 

Supply 
Production of milk in 1949 was higher than in the 

preceding year although cow numbers were smaller 
Good pasture conditions in some areas and intensive 
feeding of relatively cheap concentrates maintained 
production per cow at the highest level in history. 
In the prewar years (1935-39), 23 million cows pro
duced 104 billion pounds of milk annually; in 1949 
they produced 118 billion pounds. 

Consumption 
In 1949 almost 98 per cent of the total dairy prod

ucts were marketed in the U. S. During the war when 
exports were at a peak, they took only 5 per cent of 
the total U. S. milk production. 

In 1949 the government purchased about 4 per cent 
of the total dairy products of which slightly over 
half (2.2 per cent) went for military use and the re
mainder for supporting prices. Even though govern
ment purchases of dairy products stated as a per
centage of total production seem small, the purchase 
of dried nonfat milk solids amounted to 436 million 
pounds or about half of the 1949 production of dry 
milk. Of this amount, about 170 million pounds re
mained unsold on January 1, 1950. What to do with 
this large accumulation is a serious problem. 

Early in 1949 consumer demand for dairy products 
declined as consumers spent more of their incomes 
for durable consumer goods and for competing prod
ucts. Prices of dairy products declined along with 
consumer incomes in mid-1949 and the price decline 
helped to maintain consumption. 

Changes in the way in which milk and manufac
tured products from milk are consumed affect the 
dairy industry. The table below shows the changes. 

Per Capita Consumption of Mille Products 
(whole milk equivalents) 

1935-39 1949 Netchanqe 

Fluid milk and cream -·-·---·-··- ·-·· 340 382 +42 
Butter ··-······-······-.. ···-····-... -... -··---·--· 340 216 -124 
Cheese ........... ·--·--.. -···-·--··---·--- 56 72 +16 
Evaporated milk ······-············-·-·--·- 33 40 + 7 
Ice cream -·--·---····--· ·- 24 41 +17 

Total milk consumption• ·-· --·- 801 742 -59 

• Includes minor items not included in table. 

This change in use shows that a smaller amount 
of whole milk per person is being used now than be
fore the war. It now takes 124 fewer pounds of whole 
milk to make the butter consumed per person than 
it did in the prewar period. The shift during the war 



lee Changing Trends 

and immediate postwar years has been toward more 
complete utilization of the milk solids (other than 
fat) which require relatively more whole milk than 
cream. Even though consumers are using more whole 
milk products, the gain is not enough to offset the 
loss caused by reduced butter consumption. 

Fluid Milk and Cream 
About 50 per cent of U. S. milk production has 

been consumed as fluid milk and cream in recent 
years. The consumption is strongly influenced by con
sumer purchasing power and may depend in 1950 on 
the trend of consumer incomes and the prices of dairy 
products. Consumer incomes and purchasing power 
in turn depend on the rate of employment, wages 
received, and general business activity. If prices of 
milk and cream are high relative to consumer in
comes, consumption may be expected to drop. 

Cheese 
Although per capita consumption of cheese has 

been increasing in the U. S., the drop in the export 
market is expected to put strain on the domestic 
price. Prices will undoubtedly be influenced by sup
port operations for all manufactured dairy products. 

Butter 
Although the drop in the price of margarine was 

as much or more than the drop in the price of butter 
on the r etail level, butter purchases increased rela
tive to margarine. This indicated a preference on the 
part of some consumers for butter when the price of 
butter fell below the high levels of 1948. As the dif
ference between the prices of butter and margarine 
increases, consumers in the low or moderate income 
groups tend to purchase margarine, the less costly 
product. Bumper crops of cottonseed and soybeans 
which furnish over 95 per cent of the oils used in 
margarine may tend to reduce the price of margarine 
still further and give strong competition to butter 
with its price maintained by price supports. Food fat 
consumption was about the same in 1949 as in 1948 
but about 18 per cent less than the 1935-39 average. 

Elimination of restrictions on margarine in other 
states affects the market prospects for Minnesota 
butter because Minnesota is a butter-exporting state. 

Dry Nonfat Solids, Evaporated and 
Condensed Milk 

The USDA bought nearly 50 per cent of the 1949 
production of dry nonfat milk solids compared with 



36 per cent in 1948. Sale of this supply on the domestic 
market would depress price and act directly counter 
to the price support program. Government exports 
at reduced prices may seriously curtail commercial 
export. Commercial exports are already cut by ex
panding production in countries which formerly im
ported, and by severe dollar shortages. Production 
of dry milk in 1949 was 3.8 times prewar, and do
mestic consumption was 1.7 times greater than pre
war. Evaporated and condensed milk took less of the 
milk production and left more for the production of 
butter and dry milk powder. The dry milk industry 
is pushing a campaign to increase the use of dry milk 
in bakeries, which are its major commercial outlet. 

Support Program 
Support prices for the 15-month period following 

December 31. 1949. are to be: 

Product 

Cheddar cheese 
Butter 
Butter 
Nonfat dry milk solids 
Nonfat dry milk solids 
Evaporated milk 

Grade or type 

U.S. Grade A or higher 
U.S. Grade A or higher 
U.S. GradeB 
Spray type, U.S. extra 
Roller type, U.S. extra 

Price per pound 
(dollars) 

.31 

.60 

.SB 

.12~ 

.10~ 
3.95 

The farm support prices in dollars and cents under 
the new program are approximately the same as the 
average support levels in 1949. It is estimated that 
79 per cent of parity for milk under the new parity 
price formula is about equal to 90 per cent of the 
old parity formula. 

Nei Dairy Income Declining in 1950 
The drop in farm wages which began in the late 

summer of 1949 may help reduce the decline in net 
returns to dairying and increase the numbers of 
cows on farms. Since dairying requires considerable 
use of man-hours, labor is an important cost of dairy 
production. Although a large carry-over of corn and 
other feed grains for 1950 indicates no rise in feed 
prices, a decline in dairy prices is expected to lower 
the butterfat-feed and milk-feed ratios in 1950. 

Decline in Cow Numbers Halted 
Several factors have combined to retard the down

ward trend of dairy cow numbers. In the first half of 
1949, the price of concentrates for dairy rations fell 
relatively more than the price received for dairy prod
ucts. Announcement of government support prices in 
February, 1949, for butter and in April for nonfat 
dry milk solids tempered the decline in dairy product 
prices. The market price pattern is expected to be 
even more stable in 1950 because price supports have 
been announced through March, 1951. 



Summary 
I) Supplies of milk are ample. (a) Production per cow 

has increased. (b) The decline in dairy cow number 
has been halted. (c) Feed is abundant. 

f) Demand is not adequate to move the total supply 
from the market at support prices through com
mercial channels. The government is the main 
customer for some products . 

• Prices are pegged by the government until March, 
1951. 

• Consumption has changed. (a) Butter is down and 
margarine up. (b) Manufactured dairy products 
other than butter are up . 

• Future. From the long-time standpoint, it appears 
that (a) production of the items in surplus will 
have to be curtailed, or (b) U. S. consumption in
creased, or (c) foreign markets developed. Per
haps some adjustment can be made in each of these 
three ways so that ultimately, a balance between 
production and consumption will be attained. A 
long-time policy that requires a major share of 
production to go to the government is not desir
able. It seems that dried nonfat milk solids are 
not merchandised to the extent that greater con
sumption in the U. S. would be encouraged. Even 
in the dairy state of Minnesota, consumers experi
ence considerable difficulty in obtaining dried non
fat solids. As long as the government stands as 
a ready buyer, aggressive merchandising of dairy 
products will not be undertaken by many dairy 
firms. 
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1950 Decisive Yea! 
More Eggs per Hen 

Larger flocks and improved breeding and flock 
management have brought about the change. Even 
though the trend is toward fewer and larger flocks, 
the industry is still made up of many small units. 
Of nearly 5 million farmers keeping chickens, about 
90 per cent have fewer than 200 hens per flock and 
yet, over half the eggs in the U. S. are produced by 
these flocks. 

Less Poultry Meat from Farm Flocks 
With more eggs per hen to supply the demands of 

an increased population, proportionately less poultry 
meat will come from farm flocks. The broiler industry 
development has been another important change dur
ing the past 10 years. In 1936 broilers supplied 5 per 
cent of the poultry meat supply; in 1949, about 30 
per cent; and in 1960 it is estimated that they will 
supply 50 per cent. 

Consumption and Production High 
Even a small per capita change is important in a 

population of 150 million. In 1950, lower egg prices 
are expected to increase per capita consumption. 

By 1951, it is expected there will be 3 per cent fewer 
hens and pullets than there are now. The cutback is 
expected to come from closer culling and some flock 
liquidation during 1950. January 1950 egg production 
(U. S.) was 10 per cent above January 1949. Midyear 
production is expected to drop to 4 or 5 per cent above 
January 1949. Heavy culling is expected in May, June, 
and July, with egg production declining in late 1950 
to about 3 or 4 per cent below that period in 1949. 

The figure shows the relationship between con
sumption, hatching, exports, and carry-over stocks 
of eggs. Until the beginning of the war, most of all 
the eggs produced in the U.S. were used in this coun
try. Consumption increased substantially from 1942 
but not enough to take all the eggs produced. (The 
eggs used by U. S. military personnel are included 
in U. S. consumption.) 

Exports were large from 1942 to 1948. After the 
war ended in 1945, exports continued to be large 
because of the ECA program, military relief feeding, 
and commercial exports to countries that still had 
dollar exchange. By 1948 and during 1949, exports 
had dwindled to about 2 per cent of production be
cause foreign production picked up and countries 
abroad exhausted their supply of dollars. Currently, 
carry-over stocks are large. 



'ear for Poultrymen 
Egg Support Program 

The 1950 support program for eggs calls for sup
port at 75 per cent of new parity which means a 
support price of 37 cents a dozen on a national aver
age. The 90 per cent level in 1949 was about 45.5 
cents a dozen on a national average. During 1949 the 
Minnesota support price for eggs was about 10 cents 
a dozen below the U. S. average. On that basis the 
price support floor for Minnesota eggs in 1950 would 
be expected at 8 to 10 cents under the national an
nual average of 37 cents a dozen. Even though the 
support floor in Minnesota (1949) for eggs purchased 
under the drying program was 35 cents a dozen, the 
state average price for the 15th of each month was 
39.6 cents. Therefore, farmers marketing quality eggs 
may expect to receive a price above the support floor. 

The Dried Egg Situation 
In 1949 the government purchased $120 million 

worth of dried eggs or nearly 93 million pounds. 
These purchases were made under the provisions of 
the price support law which required that eggs be 
supported at 90 per cent of parity. The old law (effec
tive during 1949) provided that the government could 
not sell these eggs in the domestic market unless it 
got the purchase price (about $1.27 per pound) plus 
storage and other costs. This soon priced them out 
of the market. In 1949 about one fourth of the dried 
eggs were used for school lunches, the army, and 
ECA. About 2 million pounds were exported at re
duced prices. The Agricultural Act of 1949, which 
became effective January 1, 1950, permits giving 
away dried eggs under certain conditions. Exports 
of dried eggs are no longer significant. 

Poultry Meat 
During 1949 the government supported chickens 

weighing over 31h pounds liveweight at 90 per cent 
of parity. At this writing the 1950 support program 
for poultry and turkeys has not been announced. 

Supplies of poultry meats are expected to be larger 
in early 1950 than in 1949. Stocks of frozen poultry 
and specialized broiler production are the principal 
sources of chicken meat until May or June when 
marketings from farms increase seasonally. Large 
stocks of turkey meat, which competes directly with 
chicken for the restaurant trade, are available. 

Turkeys 
Annual consumption of turkey meat per capita has 

increased from 21h pounds before the war to a peak 
of 41h pounds, and in 1949 consumption is estimated 



to have been about 4 pounds. The 1949 production of 
turkeys was at record or near-record levels, and 
prices were below the record prices of 1948. Ample 
feed supplies and an adequate supply of farm labor 
are expected to keep production at a high level al
though prices are expected to be lower. 

The Surplus Problem 
Purchases of dried eggs in 1949 by the government 

were highly important in Minnesota because over 
one fourth of all the dried eggs purchased came from 
Minnesota. More eggs were produced in the Midwest 
than regular commercial demand would take at a 
price reflecting 90 per cent of parity. Because so many 
distress eggs were bought in Minnesota during 1949, 
there is now the question of what adjustments in pro
duction and marketing are needed. The war-time de
mand stimulated production in the state to 2lh times 
prewar. Will it be necessary to cut back production? 
The lower support price floor in 1950 for eggs should 
discourage further increases and may result in re
duced production. In order to compete nationally, 
the eggs produced in Minnesota will need to be pro
duced at considerably lower costs than in other areas 
or be of better quality and thus bring higher prices. 

Summary 

There are three ways which the poultry industry 
might consider as means of meeting the problem of 
surplus production: 

( 1) Find more foreign outleis for eggs. 
(2) Increase consumption in the U. S. 
(3) Cut back production in line with consumption. 
Prospects for increasing exports, however, do not 

appear promising for the near future. 
Some increase in consumption in the U. S. seems 

likely with lower egg prices. 
As a step in cutting back production, there seems 

to be good reason for farmers to analyze their poul
try enterprise carefully. According to records kept 
by cooperating farmers in southwestern Minnesota 
during 1948, considerable variation exists in the profit
ability of the poultry enterprise. Out of 120 farms, 
the 24 having the highest returns above feed cost 
per hen averaged $4.48 per hen for the year, and the 
24 having the lowest returns lost 65 cents per hen for 
the year. These figures are for a year of relatively 
high prices. Some farmers might be wise to keep only 
enough hens for home use unless they find ways of 
cutting their production costs or of increasing income 
by higher prices from higher quality eggs. 
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