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Production, Prices and Profits
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Address by Ezra Taft Benson,

Secretary of Agriculture,

United States Department of

Agriculture, Before the Na-

tional Swine Industry Com-

mittee, Sherman Hotel, Chie-

ago, Illinois, January 31,

1956, at 10:00 a.m.

This has been a difficult sea-
son for biog producers They have
come through a season when hog
prices have been substantially
below production wcosts. They
have in some cases sold thewr
corn crop on the hoof for less
than it was worth in the crb.
‘They have seen hog iprices de-
eline markedly while rebail
prices of select pork cuts de-
clined httle. They have watched
their profits turn dinto losses
while processing and marketing
margins have increased.

Hog producers have suffered
a substanfial decline in gross
receipts ffrom farm marketings,
while helplessly” watching ecosts
buy. They have been caught in
the web of a cost-price squeeze
that hurts.

Not Sharing Prosperity..

In shoat, they are not sharing
in the rising general prosperity
they see their nearby city cousins
enjoying. Small -wonder then

McCULLOCH Model 47
CHAIN SAW

Makes any woodcutting job easler
snd faster. it's a one-man saw for
professional logging, pulp cutting,
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that our hog farmers are res-
tive here in the great bread-
basket of America.

1 appreciate your coming to
this conference today When I
telegraphed your chairman last
Wednesday requesting an op-
portunity to meet with you, I
had every confidence that you
would be here to share your
counsel with me, even though
I knew al] of you _were very
busy aen.

You are a group broadly re-
presentative of the swine n-
dustry. You represent producers,
marketing agenecies, packers, dis-
tributors, retailers, lwestock or-
gamzations, and farm organiz-
ations And, of course. govern-
ment 1s represented here today
1also.

When this committee met in
Chicage last July, you organ-
1zed and launched a broad pro-
motional campaign to ~1ncrease
ithe consumer demand for pork
land pork products on the Ameri-
can fable. As a result, a tremend-
ous job has been done in recent
months in promoting and selling
pork products. It has been a
multi-million dollar campaign.
The job could never have heen
accomplished without comiplete
teamwork by every segment of
the industry represented here
today. 1 sincerely appreciate the
fine job thiat each of you has
done in this effective campaign.

Pork Consumption Is Up

We are moving pork into con-
sumption .in record gquantiies.
Per caprta ~consumption of pork,
exclusive of lard, was 66 pounds
in 1955 compared with 60 pounds
the year before and the 1935-39
average of 56 pounds. It 1s esti-
mated that consumption during
recent weeks has been at an an-
nual rate of more than 80 pounds.

However, in gpite of these pro-
motion efforts, hog producers
have continued mn serious trouble
It 1s to thiat problem that I wish
to address the remainder of my
remarks

Hogs are important in the
American farm economy. They
rank third among all major farm
enterprises as a course of imncome
They normaflly account for about
one-eighth of our cash farm in-
gome. In the North Central
States they account for more
‘thian one-fifth of total cash farm
hncome. In the states of Iowh,
IHinois and Indiana, for example,
approximately two-thirds of all
farmers, raise hogs for market.
It 1s at once apparent that con-
tinued economie distress among
this important group of farmers
will soon blight the economy of
enfire communities, if not entire
IStates.

The price of barrows and gilts
at Chicago last December aver-
laged $1073 per hundredwerght
This was a 15 vear low. It was
caused largely by the much
theavier than normal marketings
of hogs during that period. Low
prices contimued 1nto early Jan-
uary, as marketings continued
theavy However, we are all
theartened by the substantial
price merease of the last 10 days,
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evidence that the period of
heawiest supplies and unduly low
jprices is behmd us.

What Caused the Trouble?

It may be well to,reflect
brefly on icauses of our current
hog swtuwation, if we are intel-
ligentlty to discuss remedies.

In the first place, we have
been going through that phase
of the hog cyele which brings
increased numbers to the market
The hog cycle 15 normally about
5 years long—that 1s, § years
from fhigh marketings to ‘high
markebings or from low market-
mgs to low markebtmgs Con-
versely, there is a time lapse of
japproximately 5 years from low

prices to high prices Most of
wou are farmliar with this cyeli-
cal movemeni It occurs with a
good deal of regularity. It re-
present farmers’ reactions to high
or low prices, feed supplies, and
other factors as they plan
thewr breeding programs for the

next year .
The last high point in hog
slaughiter occurred m 1951-52,

@t which time prices received by
farmers declined However, the
impaet of the Korean War at
‘that time mpartially obscured the
full impact on price of market-
mngs cycle. Followmng that, hog
production was eurtailed, amd
total slaughter decreased in 1953
fand 1954. Prices rose. The hog-
corn ratio again became favor-
@ble to hog farmers. Imcreased
breedings and excesstve market-
ings followed in 1955. This
change underyirded at least a
portion of the price decline me
have recently - experienced.
Slaughter of hogs under Federal
mnspectron  duning last October-
November was up 18 per cent
over ‘a year earlier The spring
ipig 'erop had been around 8 per
cent

The hog market will improve
when numbers marketed- ave
brought in Tline muth demand.
This is begmning to occur. Twe
months ago farmers’ intentions
fto breed wndicated a 2 per cent
decline! m spring farrowings. Re-
portsfrom marketing agencies
land packers in recent weeks
covering sows and gilts coming
to market indicate that the ae-
tual reduction may be greater
‘This would indicate that prices,
after their’ usual spring-summer
advance, shoulld be stronger in
late summer, and should average
labove last fall. .

Crested At Same Time

You mre aware, I am sure, that
the hog marketing cycle and the
icattle marketing cycle both
erested at the same time in 1955
This 1s the first time this has
fhappened in recent years It
probably has been an important
factor 1n causing the hog price
decline

Another reason for the low
hog prices, I am confident, has
been the sharply increased pro-
cessing and merchandising costs,
most of which ahve come out of
whe hog check. But I'll touch on
that later.

I could go on Listing addition-
al factors which caused the price
idecline, such as the production
of feeds from diverted acres, the
trend of conswmer purchases
away from over-fat pork, and
the nike However,” I want to
move on quickly to a brief dis-
cussion of what we are doing to
alleviate the situation, and to
discuss with you what further
needs to be done
Government Purchases Total 95

Let me review briefly some of
the things the Department s
doing at the present time.

Last October when hog prices
began their serious decline, I
promptlv mvited to Washington
representatives of the entire
' swine and pork ndustry—pro-
ducers, packers, wholesalers, re-
tailers, and others Together we
frankly discussed the marketing
porblem that faced hog pro-
ducers The group then came up
withn a recommended program.
We in the Department of Agri-
leulture have been guided by
the recommendations developed
fat that meeting

The Department started a pork
purchasing program, under which
to date we have purchased 95
million pounds of pork and lard.
This 1s now in full distribution

to the school lunch program.

prices to low mrices or from hugh
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We have stepped up our, pork
purchases, In each of the "last
three weeks, for example, we
have bought close to 10 million
pounds of pork. We are broad-
ening our purchase operations
to include additional pork pro-

‘|ducts 1n order to remove from

the market even greater quanti-
ties of pork.
Expanding Contracts

We also have lard in distry-
bution to needy persons and in-
stitutions an the various states,
and shortly expect to make pork
available for such distribution.

We are also expanding outlets
for government-purchased pork,
through contracts with additional
states for needy person distri
bution, through work with ICA
in fereign rehef programs, and
through contact with the volun-
tary rehgious and charitable
overseas relref agencies.

Just last week we signed an
agreement with Yugoslavia for
the sale of 88 million pounds of
lard for foreign currency. And

we are continuing to press for

additional overseas sales. We are
pressing also for the sale of pork
for foreign currencies.

Qur commercial exports of
lard this year are running about
100 mallion pounds ahead of last
year.

I pledge-to you again today,
as I have on frequent occasiong
in recent weeks, that as long as
the need exists,.the Department
will use every resource at its
command to develop outlets for
pork, and will do everything in
the best interest of hog pro-
ducers themselves to bolster hog
prices. However, we do not 1n-
tend to contribute to the pro-

blems of livestock farmers by
apprbving any program for the
Government to purchse and
store vast quantities of meat
products for which it has no
visible outlet. We feel that tfo
do this would do irreparable
mjury to the industry.
Distribution Costs Are Too High

I have been extremely con-
cerned 1n recent months that
prices to farmers were going
down while marketing margins
were gomg up. In other words,
low hog prices were not fully
reflected 1n pork values to the
consumer, On the -one hand the
producer was being squeezed by
high costs and low prices for his
hogs while, on the other hand,
processing and distributing
charges remawmned relatively con-
stant and even increased

The waverage marketing _for
pork in 1955 was 5 per cent
wider than the previous record
margin established in 1954, and
13 per cent wider than the 1950-
54 average. Both the retail price
and farm price averaged lower
in 1955 than 1 1954. But the
retail price declined less than
the farm price, so the market-
1ng margin increased, particulaily
in the second half of 1955. In
the fourth quarter of 1955, the
farm price of pork was 30 per

”

cent lower than a year eai]
ibut the marketing margin
13 per cent higher than a y
earlier. Compared with @33
4uarter of 1953, farm p-ice
the last quarter of 1955 was
per cent down, but the 13§
ing margin was 18 per cent
About the same thing has hy
happeming ifi beef. In the )
quarter of 1955, the retail pyj
of choice. grade beef declin i
5 per cent from a year ealli§
hut the farm price declined
per cent. During this intey
charges for marketing beef .8
vanced 26 per cent.
The farmers’ share of
dollar that consumers spent (3
meat products declined from
cents in 1954 to 54 cents in 19;%8
Processing Costs Up BB

I am fully aware that {of
costs of processing and merchay
1sing pork have gone up, as thy
have in other farm commodi{i}
Wage rates have increased ead
year and are almost 100 per cofi
above 1954. Freight rates ayj
other costs, such as packagn§
materials, containers, fuel, equ®
ment, rents, and the like are i
about dwo-thirds. But all J
these higher costs in processuji
and merchandising pork ha
bheen offset 1 good measure iy
the increased marketing of hoge
during this season. And all tif
the farmer has gotten out g
these mecreased marketings hg
been low prices and sharply
duced 1ncome.
I believe firmly you're entitldgs
to a fair return. But when o
segment of the meat team 1s suf3
fering, gentlemen, it cannot i
too long before other segmenig

also will suffer. Now I want ;

speak very bluntly with you I
15 essential that marketing mar}
gins be kept in line so they (g3
not exceed real costs and th
farmers be paid as much as po
sible for their products. Thy
welfare of the livestock gfarmesd
1s of vital interest to you. T
stay in the hog and cattle huj
siness, the farmer must, year 1§
and year out, be able to maike}
his grain and forage throug
animals at a profit. As proces§
fsors and retailers, you are esg
sential to the farmer becausgs
you sell his end product.

The Depatment of Agricultug
and the American farmer havj
no desire to interfere with off

of the meat industry. In genetal
the processors have done a splen
did job of slaughtering and handj
ling a near record supply of hogdg
in an effective manner, Pro
cessors, wholesalers,
tailers are deoing a gnod job olf

group needs to be fully awar

of its responsibility to return te

the farmer maximum prices fof

his meat animials.

Keep Your Costs Under Contid!
I urge you in mdustry (o

(Continued to page 11)
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QUARRYVILLE CONCRETE PRODUCTS CO.
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RHOADS SPANISH TAVERN

(Formerly Groff’s Beauty Shop)

Branches of
H. M. GRIFFITHS
ACCOUNTING AGENCY
Accounting - Auditing - Taxation
Tax Management Consultation

INCOME TAX FORMS PREPARED

1040 Individual. Corporation

1040 F, Farmers
Partnership

OPEN EVENINGS 6-10
SATURDAY 1-6
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