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There has been a historical trend for 
farms in Michigan to get larger, which 
has led to public concerns about 
potential impacts on the environment. 
Concurrently, the number of total 
farms in Michigan has declined by 9.3% 
from 58,661 in 1983 to 53,200 in 2004. 
Interestingly, the number of farms with 
sales between $1,000 to $9,999 has 
increased from 28,432 in 1983 to 
31,400 in 2004. The purpose of this 
article is to explain why this trend has 
occurred and will utilize a Michigan 
feedlot as the example.  
 
The average or “nominal” price of fed 
cattle and “nominal” profit per animal 
from 1983 to 2005 is shown in  Table 1. 
The “nominal” price and profit can be 
adjusted for inflation using the 
consumer price index (CPI) which is 
then used to express the amount of 
purchasing power the sales price or 
profit has for any subsequent year in 
1983 dollar equivalents.  Between 1983 
and 2005, the accumulated affect of 
inflation has nearly doubled the CPI 
from 100 to 195.3. As a result, the 
purchasing power of the dollar has 
been cut in half, or stating it another 
way, it takes twice as much income in 
2005 as 1983 to provide the same 
standard of living. Adjustment for 
inflation using the CPI, creates a price 
or profit value that is referred to as 
“real” price/profit. The table clearly 

demonstrates the downward trend in 
real prices, profit and subsequent 
purchasing power. To counter this 
downward trend and improve the 
likelihood for economic survival, 
Michigan farms have become more 
efficient and grown in size.  To 
generate a “nominal” $30,000 
household income per year for each of 
the last 23 years (1983-2005), a feedlot 
had to market an average of 2,292 
animals per year. To generate 
equivalent purchasing power in 
disposable “real” income  over the 23 
year period, the feedlot had to market 
4,234 animals per year. Clearly, 
feedlots had to grow in size and 
efficiency to remain economically 
viable and provide a minimal standard 
of living for their families. 
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