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s&? Werspectlve on Food Prices

CQNSUMERS are becoming
alarmed about Agriculture
Secretary John R. Block’s pre-
dictions that food costs may rise
. asmuch as 5 or 6 percent next
year-because of drouth that cut
crop yields.

To -get a true perspectlve on
such forecasts it is necessary to
look back and see where the

prlce rises started, who gets the

increases, and how much food
actually costs consumers.

From the farmers’ point of
view, the price increases are
based upon a very low parity ra-
tio,“the lowest since consumer
pricé records were begun by US-
DA in 1810. Parity relates the
prices received for farm prod-
uctg io the cost of inputs that
went into production.

Fgr the year 1982, USDA cal-
culated the average net income
for Oklahoma farmers was $14,
not a big figure for a year's work
andwreturn on investment. Of
course some farmers did better,
but. many consumed capital re-
souices in order to stay in busi-
ness.

A’breakdown of costs that de-
termine food prices shows farm-
ers . Feceive an average of 28
cents out of the retail food dol-
lar,;iincluding food purchased
away from home. Labor gets 32
cents. The rest goes for trans-
portation, storage, processing
and packaging, retailing ex-
penses and other non-farm costs.

The case history of a loaf of
bread is more revealing. Ac-

cording to figures released by

USDA economists last month,
the price of a l-pound loaf of
white bread increased a little
more than a penny for the firsi
quarter of 1983 compared {o the
"same 1982 period. It went from
53.23 cents to 54.30 cents.

During that same time the
farm value of wheat declined
from $3.75 to $3.57 per bushel.
The retail price of 100 pounds of
flour moved up from $85.59 to
$87.31. Farmers don't get it all.

Despite the tragic effects of
widespread drouth this summer,
we will not run out of food. Fam-
ine and starvation are very real
in a humber of countries but not
in the United States. We still
have lots of corn, wheat and soy-
beans in storage.

Although crop yields and total
production have been reduced
both by drouth and the PIK pro-
gram, consumers still will find
their supermarket shelves filled.

Furthermore, consumers will
be able to buy their typical fami-
ly grocery orders with less than
one-fifth of their average take-
home pay, compared to 60 to 70
percent of incomes that go to
pay for food in other countries.
One economist says the share of
consumers’ incomes that will be
allocated for food in this couniry
may be at an all-time low this
year, despite higher prices,

Higher prices for commodities
on exchanges and international
markets are slow to reach farm-
ers and do not necessarily in-
crease gross or net incomes
when drouth or other causes
have reduced production sub-
stantially below normal. The
farmer’s expenses go on, just as
they may in non-farm business-

If we want to compare prices
we pay for our food we might
shop around the world and see
where else we can buy as wide a
variety of quality foed for as lit-
tle of our incomes. That would
help us to get a true perspective
on rising food prices.



