




FIG. 18. MILK AND FEED PRICE TRENDS, UTAH 
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January 1, 1988, should anticipated milk supplies exceed demand by more 

than 5 billion pounds, milk equivalent. In actuality, the reduction may 

come too late to prevent another surge in milk production. Experience has 

demonstrated that price in an industry like the dairy industry works more 

rapidly and effectively to increase production as it goes up than it does 

to decrease product i on as it goes down, because once new fac i 1 it i es and 

herds have been added, they become relatively fixed in place. 

CONCLUSION 

In conclusion, after using the price support program for short run 

price enhancement during the late 1970s and early 1980s, and getting supply 

out of balance with demand, once again we have a price support program 

designed to bring the industry back into balance, and provide long run price 

stability. The imbalance between milk supplies and use during recent years 

is not so much an indictment against the basic concept of the dairy support 

program, as our misuse of it. The present price support program can serve 

the dairy industry well on ~hrough the 1980s if emphasis is placed on 

continued economic adjustment, technological change, market orientation, and 

long run pri ce stabi 1 i ty. 

On the 0 the r han d , if . e mph a s ts i s p 1 ace don s h 0 r t run p ric e 

enhancement, the ~resent program will not work any better during the last 

half of this decade than it did during the first half. Once the current 

dairy termination program is over, efforts to maintain the support price 

above a long run equilibrium level will encourage more milk production than 

can be sold in the marketplace. 

Enhancing milk prices without increasing production would require a 

more permanent supply control program than the ones we have used in recent 
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years, such as quotas or bases. While effective supply control programs 

help to maintain higher prices while holding milk production in check, the 

level of control that is necessary to limit production usually also limits 

growth, adjustment, and adopt i on of new product i on- i ncreas i ng technology in 

the industry. While quotas might effectively improve prices and incomes for 

today's dairymen, they will not benefit tomorrow's dairymen if the higher 

milk price is offset by the cost of quota to gain market access. 


