Firm Price Parity Ratio Predicted in Year Ahead

MEMPHIS.—U. S. farm income has
almost stopped its postwar decline,
according to Earl L. Butz, Assistant
Secretary of Agriculture. In 1955 net
farm income should approach that of
1954, he predicted.

Prices received by farmers next vear
are expected to average about the same
as prevailing levels, and prices paid by
farmers probably will not change much.
This means that the parity ratio like-
wise will remain fairly stable in the year
ahead, he said, in a report to the Third
National Agricultural Credit Conference,
sponsored by the agricultural com-
mission of the American Bankers Associa-
tion, held here Nov. 29 to Dec. 1.

The price parity ratio has been re-
markably stable during the past year.
It stood last month at 87, only one point
below the figure one vyear earlier.
“Prospects for the relationship between
farm prices and farm costs in the months
ahead are such that the price parity
ratio will probably fluctuate around
85 to 90, he predicted.

There has been a lot of loose talk in
recent months about what would happen
to farmers under the adjustable price
support legislation passed by the 83rd
Congress, said Butz. Cries that it was
going to “ruin the farmer” have been
persistent and loud, he recalled.

There is no basis of truth in these wild
charges, said Butz, the record clearly
shows that basic crop price supports will
be at a strong level in 1955. Butz re-
assured the bankers that necessary
moderate adjustments will be made
gradually, in line with the realities of
the supply situation, with no heavy im-
pact on the farm price structure.

Reviewing the current outlook for
price supports on 1955 production of six
basic commodities, Butz predicted that
cotton supports would remain at 909
of parity, tobacco at 909, and peanuts
very close to 909%. Corn supports are
now expected to be around 889, he
said. Rice supports are expected to be
around 859, or a little lower——closer to
909, if controls are in effect. Lower
supports, 88.59;, were predicted for
wheat (a national average support of
$2.06 per bushel).

Surplus Farm Products. Uncle Sam
has invested nearly $6.5 billion in
farm commodities of one kind or an-
other, says G. B. Wood, Oregon
State College. Agricultural production
continues near the all-time high, and
surpluses are still accumulating day after
day. “‘It does not appear that we will
see the end of surplus accumulation for
at least another 12 months and perhaps
longer,” he predicted.

“As a result of major war and postwar
fluctuations, people are confused as to

where we are going in our program of
price supports and production controls,”
he insisted. But the economic answers
are quite clear. “We must expand mar-
kets to take the increased production at
favorable prices, or we must reduce
production in order to hold prices where
they are; or, finally, we must lower
prices to move the expanded production
into consumption,” insisted Wood. The
adjustment that agriculture faces is no
different from the adjustment problem
that confronts many segments of our
industry, he claims.

Intermediate Farm Credit. There
is an increasing interest among farmers
in types of intermediate farm credits,
which can be repaid over periods
ranging from two to five or more years,
indicated Jesse W. Tapp, Bank of
America. Such intermediate  term
credits are often needed for a variety
of purposes, including the purchase of

larger units of modern, efficient, but
expensive equipment; development ex-
penditures in connection with soil
and water conservation programs; and
expansion of livestock enterprises. In
many cases the increased returns [rom
such capital outlays will be delayed be-
yond one vear and often spread over a
period of several years. If the programs
are soundly based and supported by
appropriate budgets of projected ex-
penditures and returns, he said, it should
be possible for banks to help their cus-
tomers with necessary credits of this type.

Tapp predicted this is one type of
farm credit that will receive increased
attention by banks in the next few years,
because of increasing capital require-
ments of farming, aside from investments
in land and buildings. Many banks
have in fact had a great deal of experi-
ence in supplying nonmortgage term
credits to farmers, he stated.

Animal Feeds Promising Market for
Tallow and Grease

NEW ORLEANS.—A number of feed
mixers are producing fat-fortified feeds
for poultry and livestock, says Robert M.
Walsh, Market Development Branch,
USDA. The Agricultural Marketing
Service, he indicated, has a study under
way to evaluate this market potential
and the market conditions affecting
their use.

In a report presented before the Na-
tional Renderers Association convention
here during Nov. 18 and 19, Walsh said
progress on this study has not advanced
far enough to give any definite findings
or conclusions at this time. But trade
reports and other sources indicate fat is
now being added to mixed feeds at an
annual rate of 120 million to 200 million
tons, although all of this is not tallow
and grease. On the basis of a report
issued by the Bureau of Census in July
1954, vegetable oil foots and fish oil
may represent as much as 509 of the
total, he stated.

Walsh emphasized that potentially
this market is one of the most promising
outlets to appear recently in the fats
and oils industry. The use of fats rang-
ing from 1 to 10% of the feed formula
has been reported in feeding trials made
by wuniversities and commercial feed
mixers. With production of mixed
feeds running about 35 million tons per
vear, he says, it is obvious that a small
percentage of fat added to the feed for-
mula will take many millions of pounds.

Advantages to Formulators. Some
advantages reported with using fats
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in feeds are increased efficiency, in-
creased vitamin stability, and control
of dustiness. Dust control is an im-
portant factor to the feed manufacturer,
explained Walsh. The manufacturer
is able to reduce his wastage to provide
additional profits. Handling and ship-
ping of feeds in bulk is easier, too, he
cited. Walsh mentioned that improved
working conditions for the mill em-
ployees tends to increase labor efficiency;
that dust control is also important to
retailers and farmers. It also results in
improved palatability to the animals
eating the feed.

Need for Expanding Domestic Mar-
kets. Production of inedible tallow and
greases has increased from 1.1 to 2.7
billion pounds between 1939 and 1954,
he cited, a gain of 146%. Although
there are no Government holdings of
tallow and greases, the surplus posi-
tion of these fats is indicated by the
relatively low prices that have prevailed
in the past year or two. Prices of tallow
and grease today are not greatly above
those of the 1930’s, he stated.

Tallow and grease consumption. he
says, has failed to keep pace with in-
dustrial production and population in-
creases. Gains for fat consumption in
synthetic detergents will fall short of off-
setting losses in soap, he warned. There
is an opportunity for moderately in-
creased use of fats and fat-derived prod-
ucts in the chemical industry in competi-
tion with other raw materials, provided
research keeps pace with competitive
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