High Interest Eats Up Your Food Money

Clarence Achgill has

been reporting market +

news at the Oklahoma

National Steckyards '

about as longas anyone
can remember.

Last Monday he was
puzzled by a sharp drop
in prices on stocker
and feeder cattle, while
slaughter animals sold
well. Achgill asked a

number “of people,’

“Why?” He got the
same answer from each
of them: “High interest
rates.”

The cost of borrowing
money probably will
have more effect on the
American diet in the
months ahead than the
latest efforts of Wash-

ington bureaucrats to’

reshape our menus to
government specifica-
tions.

A Kiowa County
farmer told this writer
that he bought 12
steers at auction to

graze wheat pasture.
He estimates that it -

will take the profit on
seven of them to pay in-
terest on the bunch.

A week after he
bought them, one steer
died of unkhown caus-
es. That cut his poten-
tiat gross profit 20 per-

-cent, ‘out of which.he

has to pay transporta-

“tion and other ex-.
penses, and hope for av

profit.

High interest rates .

have been cited as a
major factor in the lewv-
eling-off of cattle num-
bers at around 111 mil-
lion head, in spite of
strong consumer de-

mand for beef and-

other meats. ‘
Prime interest has

gone past 18 percent,”

but farmers and ranch-
ers usually have to pay
one, two or more per-

centage points above:

prime.
Inflation has pushed
up prices, so that larg-

er investments are re- .

quired to buy a bunch
of cattle for grazing or
feeding. A 400-1b., me-
dium-to-good steer calf
will cost close to $400.
When you multiply that
by any herd number

and add 18 to 20 per-
cent interest, you can

run up -a sizable chunk
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of mdebtedness pretty
fast. .
If the market should

drop ' when the cattle

are ready to sell, it is
the rancher’s or feed-
er’s profits that disap-
pear first. ,

An article m the cur-
rent issue of Business
Week magazine deals
with “The Big .Bank
Battle on the Farm.” It
says that because rural
banks are unable to
meet the soaring de-
mand for. loans, the
Farm Credit System is
in position “to expand
its position enormous-
ly.”

The article reports
that ‘the Farm Credit
Systemn has $57 billion
in outstanding loans,
including land, amount-
ing to 37 percent of ag-
ricultural.credit in the
United States. Commer-
cial bankers: thmk that
is too much, but farm-
ers owe commerc1al
lenders about $114 b11—
lion.

Like most industries,

agncuIture operates
largely on borrowed
money.. Farmers,
ranchers, marketers,
transporters; and pro- .
cessors must borrow in
order to produce food,
package it and deliver -
it to retail stores where
consumers can reach
it. :

! Unquestlonably, high
interest rates will add
to inflation of féod pric-
es, but it is possible
only to speciilate on ef-
fect the cost of borrow-"_
ing money will have on
quantlties and - varie-
ties. of foods avallahle
to the public.

- Crop farmers aré:in
just about as difficult
position in regard to in- -
terest ‘rates as are
ranchers and feeders.
Farmers must borrow

to finance costly trac- -

tors and equipment,
seed, fertilizer, fuel,
storage facilities,
trucks and, in some-
cases, labor. )

¢« Current discussion of

'rlgld wage-and-price

controls. does net pro-
vide solace to food pro-
ducers! In fact, it
scares them.

The latest overall
parity price ratio cal-
culated by the U.S. De-

‘partment of Agriculs’
ture is 67 percent,
-meaning that prices re-’
ceived by farmers is
-Tunning one-third be-
hind prices. pald by
farmers.

- If wheat were selling
at. parity, farmers
would . get ~ $6. 27 per
bushel for'it, instead of
the¢ current’ price of
“abéut $3.70. - .

With the certainty of
high interest and high
_averhead, and the
_-threat of a pricé fréeze,
“farmers are justified in
‘reluctance to commit
“themselves to big loans
they might need to pro-
- duce food. ,

Takmg into consider-
ation -interest paid at
“all -stages: of -the food
production chain, con-
sumers pay a lot of in-
terest when they shop
at the supermarket. In-
terest has become a big
“input” cost.




