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Whear and Flax Prices Received by Farmers
in North Central and North Eastern
South Dakota, 1890-1940
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Fig. 1. Area of study of wheat and Aax prices.

Agricultural Economics Department
AGRICULTURAL EXPERIMENT STATION
South Dakota State College

Brookings, South Dakota



Introductory Note

This circular is the first of a series intended
to present in a simplc and objective manner the
prices farmers have received for their more im-
portant products over a 50-year period, the crop
years of 1890 through 1939. An interpretation of
the significance of the price data will also be pre-
sented.

The purpose in issuing this series of circulars
is threefold:

(1) To supply agricultural planning groups
with price data, because agricultural
planning, be it local, state or federal,
should profit from a long-time knowl-
edge of the prices of principal livestock
and grain crops by areas.

(2) To analyze briefly these price data and
show their effects upon the South Da-
kota farmecr.

(3) To aid the farmer in deciding whether
to store or sell cash grain crops at harvest
time.

It is hoped that by the presentation of these
facts action agencies and planning groups will
be better equipped to study and analyze the price
problems confronting the farmer and arrive at
a satisfactory solution to those problems.
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Summary

This circular presents an analysis of the wheat and flax prices re-
ceived by farmers in the north central and north castern counties of
South Dakota during the last half century. The following state-
ments summarize the material of this report.

1. Wheat and flax are important cash crops to the South Dakota
farmer; wheat alone provided him with onecighth of his total
income during the 1929-38 decade.

2. An important feature of wheat and flax prices in South Dakota
has been their extreme range and variability.

a. Wheat prices in the wheat arca have fluctuated from a low an-
nual average of 39 cents to a high of $2.50 per bushel.

b. Annual average ilax prices in the flax area have ranged from
less than 55 cents to more than $4.32 per bushel.

c. In seven out of every 10 years studied, the South Dakota price
of wheat has been less than $1; during one-third of this period
it has been less than 70 cents. The price of flax has fluctuated
mainly between the limits of $1 and §2, but it was less than §1
in 20 percent of the years and over $2in 25 percent of the years.

3. Taking the full 50-year pertod the trend of wheat and flax prices
has been upward, but the rise has not been as pronounced or sus
tained as the rise in industrial price levels.

4. In the case of neither wheat nor flax does the seasonal price ap-
pear large enough to justify increased storage operations by farm-
ers if thls mvolvcs building additional storage capacity. Where
finances and cxisting storage capacity permit, however, it may
prove profirable to Bold these grains for several months (normal
ly about five) and then scll at a seasonally higher price.

5. Per acre income figures indicate that there was no appreciable
difference in the earning capacity of wheat and flax in those
areas of South Dakota which produce both.

6. The principal factors to be watched in estimating the wheat price
outlook (aside from government programs) are world produc-
tion and carryover. In the case of lax the industrial demand for
linseed oil and flaxseed imports from the Argentine are signifi-
cant.
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Wheat and Flax Prices Received by Farmers
in North Central and North Eastern
South Dakota, 1890-1940

By Weber H. Peterson®

Puart [— Wheat Prices

Introduction

The buying power of the South Dakota farmer is immensely important to
all people of this state since this 1s primarily an agricultural arca. The [armer’s
buying power is determined by the price he receives for his commodities as
well as by the quantities he sclls and the price he must pay for the goods he
consumes and uses in his farming operations. The dollars which come to the
farmer 1n cxchange for his products are therefore important not only to him
but also to many others.

Over a 57-year period, 1882-1938, South Bakota wheat production av-
craged 30.8 million bushels annually, making an annual average farm value
of $26,600,000. During the decade trom 1929 through 1938, 12.5 percent of
the tota! income received by the farmers of this state was due to their whcat
income. In other words $1 out of every $8 of the average South Bakota farm-
cr’s income came from his wheat crop.

The 11 counties included in this wheat study (see Fig. 1) were chosen on
the basis of their records of large spring wheat production from 1924 to the
present.! They have produced approximately 50 percent of the spring wheat
in South Dakota since 1924. The sources of data included in this study are the
various county grain price pamphlets compiled by the Department of Agri-
cultural Economics of the South Dakota Agricultural Experiment Station
with the cooperation of the Work Projects Administration.?

* Assislint Ecenonus:, South Dikota Agricuftural Experitnaapn Suition. The author wislies o cxpgess his
appreciaticn w these members of the Sceith Uaketa Exgreriment Statien suitf whe coarributed their
heipful criticisms and suzgestions so willingly: crediv is especiatly due Assistant Economist Smythe, and
other members of the Agriculural Ecenemics Depantmsent for Lheir carcful scrutiny of the publec,tion.
The work Prolects Sdministrmion, represented by Dr. Ro L. Woolhert, ass|sted censiderably in working
up the otginal dma cn which this publicmion is based; . C. Myrick and Everete Petersen, memixrs of
the Burcau of Agricultural Economlies, furnished frcight rate diffirentinls nnd also basic data for which
the author is indebied to them.

1. Corsunt ceunty was a mere imro-tant wheat peoducing ceunty in recent years than several of the

veumics eed i this study: hewever, price dita privre 10 1906 were not available for this cc umy. Heace,

il was not included in the siucly.

- The ncsual price data by countics, wethrd of comewation o prices, cte., on which the dina of this
publicaticn are hased. arc to be published as pampblets designated as ghe Ceunty Punpbler Scries in

Azricultursl Feenomics, Any enc desizcus of obtiining this additienal information can obtain it by
writing td the Agriculturtl Ecenomics Depariment, South Daketa Stane College, Brookings, South Dakota.

1~
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Fig. 2. Variability of average annual weighted wheat prices by towns, 1890, 1939.*

above picture. Henee, line geaphs for those were omitted.
Ipswich was chosen for the trend line since the other towos would have had a similar trend
Ipswich was thought to be the mest representative.

Analysis and Presentation of Data

Dara fer the other cight towns for which price data have been assembled weuld be very similar o the

line and

Variability of Wheat Price by Counties. Fluctuation in wheat prices in
general, as well as for the above defined whcat area, has been the cause of
severe economic disturbances for the wheat farmers. The rather wide spread
of wheat prices for South Dakota’s wheatarea is illustrated in Table 1 and Fig.
2. The range of prices has been from a low of 39 cents in 1932 (weighted crop
year average price) to a high of $2.58 in 1919, a diffcrence of mere than 500

percent.?

It is interesting to note the distribution of wheat priccs during the crop
years 1890 through 1939. In almost 10 percent of the years the weighted av-

3. Heneuforth the word priec as used berein will cacey the added meaning of weighted average price for

the crop year. The price that is quetcd refers 10 No. ] Norhera Spring Wheat and No. 1 Flax,

Tablc I. Area Wheat Prices by Towns, 1890-1939

iw

J.I.Hr-.-] Abanden  Eumm  Pealkas Goitpsborg  Horeid Bk Lrala  Epilald Sy
Priey® Mot MWa W Mo W Mo W Me W ¥ 5 . . ke W M
Under 0504 80 4 80 S 100 6120 6120 4 80 4 80 4 &0 6120
50-.699 13 26.0 13 26,0 12 24.0 12 24.0 14 28.0 14 28.0 13 260 13 260 12 24.0
70-.899 7 140 7 140 8160 8160 5 100 7 140 7 140 7 14.0 8 16.0
.90-1.099 15 30.0 14 28.0 14 28,0 13 260 14 28.¢ 14 28.0 15 30.0 14 280 13 26.0
1.10-199 8 160 9 180 8 160 8 160 8 160 8 160 8 160 9 180 8 16.0
2.00 &

over 3 60 3 60 3 60 3 60 3 60 3 60 3 60 3 60 3 60

flaanas  Welsia
Ko, %Mo %
4 80 4 8.0
11 22.0 13 26.0
9 18.0 7 140
14 28.0 14 28.0
9 18.0 9 18.0

3 60 3 6.0

* Thest prices are weighted aserages of the getual pyecuge manthly peices. The sweights used werc those determined io it peevious

study by the Agceiculural Ecenemics Department of South Ditkota Suue Cellege.

+ The word number is stsed here te mean the degree of fregnency thal the price was within cach of these arbitearily chosen
class inmtcivals: 3. ¢., the nmaber 4 under Aberdeen indicates that theee weee 4 vears eut of 1he S0.vcar peried. 1890-1939, tha
the average annual wheat price was less than 58 cents. The pereentiage column indicates the pereentage frequency of recur-

rence of these numbers within each class imerval,



Wheat and Flax Prices, 1890-1940 7

erage monthly wheat price received by the farmer was less than 50 cents for
the clevencounty wheat area of the state. The pricé of wheat in this arca was
under 70 cents more than one-third of the years. The price of wheat was more
than 90 cents one-half of the years in this area; however, the price the farmer
received for his wheat was higher than $1 only 30 percent of the time. This
should help dispel any mistaken belict that “dollar wheat” is the “normal
thing,” since during the last half century seven out of every 10 years had a
wheat price ol less than $1. A simple average of the weighted monthly prices
for this wheat area is 92.8 cents per bushel. Since the prices do not follow any
definitely normal pattern it is inaccurate to reter to some such price as being
average.

Averages of Prices by Significant Periods. In the above section mention
was made of the fact that the wheat price data were so irregular in nature that
no one price could be referred to as a truly representative average of these data.
Perhaps it would be well to examine these price data more minutely, breaking
the data down 1nto specific periods to ascertain more reliable and representa-
tive averages.

During the 1930.39 dccade the average weighted crop-ycar price for the
wheat area was 76 cents per bushel (sec I'ig. 3). However, if the yearly av-
crage weighted prices were also weighted by the annual wheat production the
average price would prabably be even
lower; the reason behind this state-  OXAR -
ment being that during those years

when production was especially large,

: : 1.20
the average pricc was low and since
the volume of production was large
this method ol weighting would give .

greater weight to low prices than the

smal! volume of production would

give to the high priccs. There were 80
only two years during this period

when the price per bushel of wheat

was over $1, in 1935 and 1936 when 2
the drouth and grasshoppers reduced
the total crop.

The price of wheat during the so-
called “prosperous 20°s” was very fa- |
vorable for the wheat farmer of South
Dakota’s wheat area; the average price
per bushel during this decade being
$1.19, ranging between 90 cents and 3
$1.69. During six of thosc 10 ycars the 109, 1900 19 “wan TEM
price was mere than $1.10 per bushcl.

The only tenyear period that surpass- Fig. 3. Wheat prices by decades for
ed the 20°s as far as wheat prices were wheat area.

.20
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concerned was the 1910-19 decade when the World War made prices sky-
rocket to the abnormal heights of $2 per bushel. The average weighted price
per bushel during this decade was $1.37, almost twice as high as during
the 30,

The other two decadcs, 189099 and 1900-89 had much lower wheat prices,
the prices being 56 cents and 76 cents, respectively. However, the price the
farmer had to pay for goods used in his farming operations was also lower.

What significance do these fluctuating prices have for the South Bakota
wheat farmer? It is certain that these fluctuating prices have contributed to
the lack of agricultural stability in the state. The South Dakota wheat farmer
might well take into consideration the variability of his wheat prices in setting
up his farm plans; that is, to make his farm organization flexible enough for
him to adjust his farming operations in such a manner as to cnable him to
survive the economic shock of changing wheat prices.

Another problem confronting the South Bakota farmer as a result of
fluctuating prices is the temptation to expand farming operations on borrowed
funds during periods of high prices; such expansion took place during the
World War I and was the cause of subsequent heavy mortgage foreclosures in
the wheat areas of north central South Dakota and clsewhere. This is some-
thing the wheat farmer of today may wish to guard against.

Trend of Wheat Prices for the Area. The trend of wheat prices received by
the {armers in the wheat arca has been upward during the past half century
(sce Fig. 2). In spite ol this upward trend, however, the South Dakota farmer
was still not receiving a parity price for his wheat during the latter part of this
period because price levels as a whole have moved in the same general upward
direction but have risen more rapidly and to higher levels than agricultural
prices. Hence this figure should not be misinterpreted—it merely indicates
that the trend of wheat prices has been ascending during the last fifty years
but not as rapidly as industrial price levels. The trend line as used here does
not necessarily forccast a continued rise in the wheat price levcl: there are
many other factors that will affect these prices perhaps cven in 1 downward
direction.

Seasonality of Wheat Prices for the Area. The time to sell wheat is a practi-
cal question confronting the wheat farmer each year. There usually are certain
months during any given year when the price the farmer will receive for his
wheat is higher than it is at other times; or, in other words, there are ccrtain
seasonal periods when prices are low, others when they are medium and sull
others when the prices tend to be high.

The average scasonal distribution of prices for wheat in the South Bakota
wheat area are presented in Fig. 4. Buring the month of November the season-
al price index of wheat is at its lowest position, 92.8 percent. The highest
seasonal price index is during the month of May when 1t is 105. Simplified,
these figures mean that il the average yearly price for wheat was 90 cents, the
November price would normally be 92.8 percent of 98 cents, or 83.5 cents ind
the May price would be 94.4 cents; this would mean a difference of 11 cents
per bushel, normally, between the scasonal high and low. If the average an-
nual price of wheat was higher, say $1.50, then there would be a still wider
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Fig. 4. Indcx of scasonality of wheat prices for wheat area.*
4 This index was determined for [pswich only since the oiber sitions have felluwed the sime general
pacen,

spread between the low and high seasonal price periods; in this case the May
price would normally be about 18 cents higher than the November price of
the previous fall. Most farmers would probably find the cost of storage and
handling during the five months from November to May to be as large as the
difTerential in seasonal prices; hence [or those farmers it would not pay to
store their wheat untl May, unless they had unuscd storage space on their
own farm.

The average weighted monthly puccs tended to conform to the same gen-
eral pattern as the price index of seasonality (sce Fig. 4). The lowest average
monthly pricc occurred during November when it was down to §6 cents,
whereas the May price was 98 cents; in this case the actual difTerence per
bushcl was 12 cents. However, actual price [igures themsclves do not portray
the true Scasonality of prices because the trend factor inherent in the data is not
removed nor do they show the actual consistency of higher prices in one
month as compared with another.

Factors Aftecting Wheat Prices During This Period

{t scarcely needs be said that the ability to make an intelligent estimate of
the future course of prices is exceedingly important to the farmer. He wants
to know by planting time how to make his plans to bring him in the highest
returns, At harvest time he wants to know whether to store or sell. When buy-
ing land or equipment he must do so in the cxpectation that future prices will
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make his investment worth while. Fortunately, the Outlook reports have a
good record of accuracy, as shown by carelul comparison of their predictions
with subsequent events. Nevertheless, some discussion of major price making
factors is in order.

Using the familiar division into tactors of supply and demand, the demand
situation may be considered first. Doimestic demand is [airly stable, although
there has been in recent years a slow but sicady decline in the per capita con
sumption of wheat, not altogether oflset by the increase in population. The
[act that consumption does not respond by increasing and decreasing readily
as the price changes 1s very unscttling to the price situation. It has been [ound
that a one percent change in price brings about a change in consumption of
only approximately 0.05 of one pcreent, and vice versa. This means that the
price change is proportionately very much greater than the change in con-
sumption, which accounts for the fact that a large United States wheat crop
brings in less money than a small one. However, a considerable part of the de
mand for wheat lies 1n the export market, so that if a large crop in this country
comes 1n a year when small crops in tercign countries have to be made up by
large imports from the United States the domestic price will not break unduly.
Consequently, infermation about [oreign carryovers and crop production, as
well as forcign tarif¥s, quotas, preierences, etc., can repay careful study, It may
be observed, too, that in recent years almost as much wheat has been exported
by Southern hemisphere countries as by Northern hcmispherc countries. Since
the seasons are reversed in the Southern hemisphere, cstimates of the crop
there become available in time to have some influnce on spring planting in this
country.

In the older countries wheat does not occupy quite the same eminent po-
sition among food grains that it does 1n North America. As a result, the size
of European rye and other grain crops may be an important factor in the ex-
port demand for American wheat.

As for the supply of wheat, of course the amount of grain available for sale
is equal to production plus carryover. T'he Wheat Situation, published by the
United States Department of Agriculture, carries running estimates of the
probable size of both carryover and production.

Carryover, of coursc, is not only largely related to the size of the previous
year's crop, but also to the volume of salcs, and particularly to export sales since
they are more variable. In recent years the size of the carryover has had a close
relation to the loan value. The higher the loan value the higher the tarryover
tends to be. [f the loan value is sct too high in any one year it supports the price
in that year at the expensc of building up a carryover which has a price depres-
sing influence the lollowing ycar. This can be overcome by subsidized exports
(provided foreign countries do not counter the subsidies with tarit¥s) and by
acreage reductions in the following year.

Production is a matter of acreage and yield, with yicld intluenced by
weather, discase, and infestation. Under the Agricultural Adjustment pro-
gram acreage in this country has been subject to a certain amount of control.
On the other hand, it has becn possible for foreign countries to expand produc-
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tion at the same time the United States has been contracting, so that much of
the advantage of crop reduction has accrued to them and not to us.

Meanwhile, the long term prospect for wheat 1s very much beclouded by
the war situation. Blockaded countries may very well be disinclined to reestab-
lish a dependence on waterbor:ie food supplies unless a just peace and a very
strong and trustworthy organization for the prevention of future wars can be
established. On the other hand, the prospect of an industrialized Latin Amer-
ict with a purposely complementary economy might improve the situation
somewhat by increasing their home consumption of wheat. Changes in dietary
habits will probably continue with a shitt away from wheat and toward fruit
and vegetables. Against this may be sct the prospects of increased population
in North America with Canada absorbing an increasing proportion of its own
wheat crop. [t also scems possible that Latin America may shilt to the use ot
more wheat 1n its diet as we move in the other direction.

Part [I—Flax Prices

Morc Aax was imported into the United States during the ycars between
1921 and 1939 than was produced in this country. The average annual pro-
duction of flax in the United States during this period was 14.4 million bushels
while on an average more than 17.5 milhon bushels were annually being im-
ported; this means that United States” Hax production was almost 20 percent
less than the imports.

Needless to say Hax is not as important a cash crop to the average tarmer
ot South Bakom as is wheat. However, the average annual income derived
from the production of Hax in this state from 1924 through 1939 was about
$3,500,000. In the ycar 1927, Hax brought an income of almost $10,000,000 to
its producers in this state; however, in 1932 Hax produced less than $650,000 of
income for the flax farmers. During these same years the United States has
been paying more than $30,000,000 annually Lor Haxsced imported from other
countrics.

The main flax arca of the state is the eight northeastern counties (see Fig.
1). This region has annually produced on the average almost 48 percent of
South Dakot’s flax [rom 1924 through 1940. In the morc recent years (1937
through 1940) this area has produced about 80 percent ol the flax produced
n South Pakota.

Analysis and Presentation of Data

Variability of Flax Prices by Counties. By examining TFig. 5 onc can sec
the extreme variability of flax prices within the Hax area of South Bakota [rom
1890 to 1940. The average weighted crop-year prices of flax ranged from less
than 55 cents at Watertown during the 1896 crop year to a high of $4.33 in
Brookings tor the crop year ot 1919; this is a spread of almost 800 percent. The
main characteristic of the flax prices during this 50-ycar period was their {lue
tuating nature; at no period ol time during that era did the flax prices main-
tain a fair degree of stability.
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Fig. 5. Annual weighted Aax prices in flax area of Suuth Bakota.

* Watertown price dutit were chosen to depicc the trend of flax prices because it was thought ihat these
would represent the general trend ever this 58.vcar peried in a more cepresentatise way than the
prices fur a0y of the oiher towns of the fAlax arca. A trend line fur prices ;11 any of the ether towns in
the flux area would be wery similar to this onc.

Other evidence of the variability of flax prices in the flax area is contained
in Table 2. Slighdy more than 20 percent of the average yearly weighted flax
prices were below $1; more than 50 percent of these prices were between $1
and $2. Approximately one-fourth of the flax prices between 1890 and 19490
for this flax area were above $2; however, only 6 percent of the latter 25 per-
cent (i.e,, 1% percent of all prices) were above $3. This all indicates that the
great majority of flax prices during this 30-year period was less than $2; the
simple arithmctical average of the weighted crop-year flax prices over this
period was $1.61; however, due to the fluctuating nature of these prices it
does not mean much to think of an average price as being typical.

Since these flax prices do not tend to follow any regular pattern, the South
Bakota farmer should take account of this fact in his farming operations in

Tablc 2. Average Weighted Crop Year Flax Prices bv Towns, 1890-1939.

Averngc

Annual Britton®  Brookings Clcar L~ke Hayri Milbank Sisseton Wa- ertewn Webster
Prices No. % No % WNo. % No. % No. % No. % No. %
Toal 50 180 50 100 S0 100 50 100 S0 180 50 180 50 169 )0 100
Under S100 10 20 10 20 10 20 10 20 10 20 10 20 18 20 11 22
$1.00-1.99 28 S6 27 S4 27 54 27 54 27 54 27 54 27 54 27 54
$2.00-2.99 9 18 10 20 10 20 10 20 10 20 10 20 10 20 9 18
$3.00-3.99 24 2 4 2 4 2 4 2 4 2 4 2 4 2 4
$4.00-0ver 1 2 1 2 1 2 1 2 1.2 1 2 1 2 12

* For meming of No. and pereentige sec fostnote in Table 1.
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such a manner as to be best able to survive the shocks of these widely fluctu
ating flax prices. This will necessitate the maintaining of a sufficiently flexible
individual farm program to enable the operator to increase or decrease his
flax acreage depending upon prevailing and prospective conditions,
Averages of Prices by Significant Periods. A simple average of the weight-
ed crop-year flax prices for the {lax arca was given in the above section as being
$1.61; it was also stated that this average was not representativc of its data.
Hence, let us cxamine more carcfully significant price periods during this
halt-century.
From Fig. 6 one can readily see that the tlax price during the decade 1910-
19 was the highest ten-year average of the fifty year period. The average price
during this period was $2.35 per bushel. The following decadc, 1920-29,
ranked second with an average annual price of $2.15 per bushel. Buring the
depression thirtics the average price of flax had fallen to $1.51 per bushel;
however, in the decades of the 1898°s and 1900’s the price for flax in this area
was even less, averaging 88 cents and $1.16 respectively. Certainly these ad-
ditional facts would substantiate the statement that there 1s little logic in
speaking of one price as being the average for flax. Indeed, one can probably
conclude that 82.00 flax is more “mythical” than rcal {or the flax arca of South
Bakota. [n only one out of every four years during the past 50 has the average
annual flax price been $2 or above.
Trend of Flax Prices for Flax Area. The trend of agricultural prices as a
whole has becn in an upward direction since 1890; the price of {lax has
followed the same general movement as the trend line of the Watertown flax
price in Fig. 5. Howcver, the increasing price the South Bakota farmer has re
ceived forhis flax hasnot keptup with
the increasing cost of the goods he has 288 r— =
had to buy; hencc, flax priccs are and
have been at a disparity, as was also
pointed out for the prices of wheat.
Nevertheless, it is intcresting to note 180}
that thc general movement of flax

2201

200

prices has (as have other farm prices 9

also) been in an upward direction 190

since 1890, even though the exception- %0 .

ally high prices of the World War

era bz omitted. The price of flax in -

South Bakota fell off in 1930, 1931, 80

and 1932, but since then it has been - |

increasing and will probably con-

tinue to do so as long as the world *

emergency continues to cxist and as 20}

long as we have to import flax into

the United States and have a high 1850 1900 I 1920 19
inport tariff, or high ocean freight E: e wh: GSh. S

rates. Fig. 6. Flax prices by decades for flax area.
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Seasonality of Flax Prices for the Flax Area. The price of lax does not have
as distinct a tendency to follow a seasonal paticrn as does the price of wheat.
In other words the price of flax tends to remain more stable throughout the
year than the pricc of wheat. The index of seasonality for whcat (see Fig. 3)
ranged between the limits of 92.8 percent and 103 percent; that for flax (see
Fig. 7) ranges betwcen alow of 96.1 percent to a high of 102.9 percent.

The low point for the price of flax in the flax area of South Bakota nor-
mally comes during the month of October, according to the data of this study.
The farmer receives his highest price during April, although March and May
bring him almost as high a price for his flax. To illustrate what 1s meant by
this index of seasonality for flax, lct us assume the average price of flax for
some year such as 1940 was $1.50 per bushel. This would mean that normally
the price the farmer would receive for his Hax when the heaviest marketings
take place in October would be about $1.44. If the farmer waited until April
of the following year to sell his flax he would normally have received $1.54
per bushel; this would have meant an additional 10 cents per bushel for his
flax. However, the normal carrying charges from October to April would also
be about 10 cents; hence, unless a farmer had unused storage space on his own
farm, and did not necd to sell in order to pay interest bearing debts, it would
probably not be profitable in the long run to attempt to hold his flax until

INDEX DOLLARS
103 F L70
102 168
101 - 166
100 L 164

99 - 1.62
98 7 160
97 ——— (NDEX OF SEASONALITY 1.58
———-ACTUAL WEIGHTED FLAX PRI
96- 1.56
95 154
i
o} . —

AUG SEPT OCY. NOV. DEC. JAN. FEB. MAR. APR. MAY JUNE JULY

Fig. 7. Indcx of seasonality of Aax prices for flax area,*

Watestown wis chasen w0 represent the flax area because it wias theught to be the most rejprresentittive,
and prices at other 10wns in this arca would hase an index of <casonality thimest identical te ihat from
this tewn.
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April. Most farmers hase found it to be wisest to consistently follow the policy
of selling the flax when harvested or to consistently hold it over for the normal
seasonal increase in price, providing they had sufficient unused storage space
of their own. This latter policy would z2lmost necessitate an effective loan stor-
age program similar to the corn or wheat loan programs of today for farmers
who lack capital.

Wheat and Flax Prices Compared. Both whcat and Hax are somewhat sim-
ilar crops [or the South Wakota farmer in view of the fact that they are mainly
cash crops. As has already been pointed out, the South Dakota farmer has in-
creased his wheat acreage more than his flax acreage. This brings up the
question, “Bid the South Bakota farmer do the most profitzble thing from
the standpoint of increased income by expanding his wheat acreage at the ex-
pense of flax?”

In order to arrive at an answer to this question let us examine some price
and production data. In Table 1 the wheat prices for the wheat area have been
summarized. This table shows that almost 71 percent of the wheat prices dur-
ing the 50-year period, 1890-1940, were less than $1 per bushel: only 6 percent
of the wheat prices were $2 or over. On the other hand only 20 percent of the
flax prices, as shown by Table 2, were less than $1, while slightly over 54 per-
cent werc between $1 and $2 and more than 23 percent were over $2. As has
been pointed out previously the simple average weighted crop-year price per
bushel for flax was $1.61 while for wheat it was only 93 cents; this means that
on the average the flax prices were almost 75 percent higher annually per
bushel than the wheat prices during this last half century.

“Since production costs per acre of flax and wheat are approximately the
same.” it will he necessary to examince yield data before arriving at a
more definite answer to the above question.* The average annual wheat yield
per harvested acre in the three eastern counties of the wheat area (Roberts,
Bay and Marshall) from 1928 through 1940 was 10.1 bushels; the flax yield
for the same counties was only 5.8 bushels per harvested acre.® During the
same period ol time the flax acreage abandonment for this similar portion of
the wheatand flax areas of South Bakota was almost identical with that for
wheat, slightly over 22 percent.

By using the above-quoted prices and yield averages for flax and wheat, one
comes out with a gross income per acre for wheat (in this threecounty area)
of $9.42 and for flax of $9.34.% These figures would tend to indicate that there
was no appreciable difference in the earning capacity of wheat and flax as far
as the wheat and flax areas of South Dakota are concerned. However, the ef-

4l Flax Facts, G.S.02.0\. Couperetive publicuion with the Agticultaical Extenslon Divisions of the Untversity
«of Minnesota., Monitni Stiate Cellege, North Dakota Agriculturil College and South Dukota Suate College.
e, 3 and 4

3. Rulweris, Day and Marshall countics were chosen because they are the enly countics thar are in beth the
wheat and flax aress of South Bakota (Sec Fig. 1). By choesing these three counties for the abeve
compirisons, climni and physical factors are held relutively comparable.

6. Stnce costs of prajuction per acre lor flax and wheat gre approvimately the same, it would not be
necessary to compite net incemc figures for the rwo crups in order © compare sheir profiablencss,
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fective tariff on flax has been an impertant factor in keeping flax prices well
above those for wheat; on the other hand the United States tariff on wheat
has proved to be ineffective since we are a wheat exporting country.

The above figures tend to indicate that as tar as income is concerned it
has been a matter of indifference during this period of time whether the
farmers in the area studicd produced flax or wheat.

Some Factors Affecting Flax Prices

The flax crop in the United States has been grown almost exclusivey tfor
the secd, which is used for the production of linsced o and its by-product,
linseed cake. Linsced oil is an cxcellent drying oil for use in paints, and its
only strong competitor is Tung oil which is only beginning to be produced on
any significant scalc domesticall y. Soybean ail, a semi-drying oil, competes
also to some extent, and the supply of these two oils may have a growing ef-
fect on the pricc of flax in the future. Soybean cake also competes with linseed
cake, as does cottonseed cake to an extent somewhat limited by the cost of
tranportation. Research in the chemistry of fats and oils has been making fast
progress in the last few years. As more is learned about the process of modify-
ing the properties of oils it becomes casier to substitutc one for another. This
means that in future years the price of flax may come to depend more closd y
on the size of cotton and pcanut crops. It means also that cxtremely high or
low swings of linseed oil prices will be less probable.

Commercial utilization of flax straw is cxtremely limited on account of
transportation costs. Fven a concentrated growing area would be capable of
supporting only a smal Iscale industry, and concentration is checked by the na-
ture of the crop rotation necessary in growing flax. There may be attempts 10
use the fibre for low grade twines during the time the Pacific war interrupts
the receipt of manik, hemp and jute. Paper making could provide an outlet
for flax straw, but the price of paper is not high enough to permit much mar-
gin between the handling cost and the price of the straw. A limited quantity
can he used for uiholstering material.

For the immediately forseeable future, therefore, the principal set of de-
mand factors relates to the oilseed market. Current information is published
regul arly by the U. S. Department of Agriculturc in T/ke Fats and @ils Siua-
tion. A good rough guide to the expected trend in prices might be the Federal
Reserve Board’s Index of Industrial Production, carried periodically in the fi-
nancial pages of most newspapers. This not only gives an indication of the
trend of industrial demand, but also is related to the trend in the purchasing
power of urban wage earners.

Only about half of our supply of flax seed has been produced domestically.
The principal foreign supplier has been Argentina. The flax sced price in
Argentina in recent times has been set by the ofhcial Argentine Grain Board.
A majer factor in supporting the domestic price has been a substantial wriff.
This was recently cut in half. but still remains 32.5 cents per bushel. Trans-
portation charges aflord additional protection. In fact, war time increascd
ocean freight rates and pressurc on shipping space prevented the reduction
in tariff from showing any immediat: effect on the United States market.



	South Dakota State University
	Open PRAIRIE: Open Public Research Access Institutional Repository and Information Exchange
	3-1942

	Wheat and Flax Prices Received by Farmers in North Central and North Eastern South Dakota, 1890 - 1940
	W. H. Peterson
	Recommended Citation


	AES C-037 (1)
	AES C-037 (2)
	AES C-037 (3)
	AES C-037 (4)
	AES C-037 (5)
	AES C-037 (6)
	AES C-037 (7)
	AES C-037 (8)
	AES C-037 (9)
	AES C-037 (10)
	AES C-037 (11)
	AES C-037 (12)
	AES C-037 (13)
	AES C-037 (14)
	AES C-037 (15)
	AES C-037 (16)

