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U.S. and International Cotton Policy

❖ Darren Hudson, Combest Endowed Chair of Agricultural 
Competitiveness, Texas Tech University

Work partially funded by a Cooperative Agreement with the Office of the Chief Economist, USDA 
and Cotton, Inc.



‘The times, they are a changin’

• Bi-partisan budget bill moved cotton back into Title I programs
• This outcome is as important for future farm bills as it is for the current 

programs for cotton
• Will cause a quick decision by farmers to participate in the upcoming crop year

• Support levels globally have changed dramatically over time
• Aggregate Measure of Support (AMS) data show shifts and location and 

substantial increases over time in support for cotton



A Little Perspective

2014 Reference 
Price

2008 Reference 
Price

Loan Rate
Loan Rate

2008 Reference 
Price

Corn Cotton

Note:  2016 is based on estimates for ARC/PLC for corn through May 7, 2017.  As of May 7, 2016, there were no MLGs or LDPs for cotton.  Reference price for cotton is the 2008 
farm bill reference price for comparison purposes.



A Little Perspective

• In 2014
• Cotton left out of Title 1 (STAX added to insurance)
• Other covered commodities received substantial increases in safety net level 

triggers
• ”Generic Base” added flexibility to planting decisions for farmers that had 

cotton base to participate in other program payments



New Title I Program

• Cotton now allowed to participate in Title I program (PLC) on 
a seed cotton basis (subsumes lint and cotton seed into one 
program)

• Forces a reallocation of “generic base” acres
• Establishes payment rates and yields
• After 2018, if a producer participates in the SC PLC program, 

they forgo STAX participation (a ”pay for”)



Why Care About Seed Prices?

Avg = 
$143

2017 = $150ish??

Source: USDA, NASS



Reallocating Base

Farmer Decision

No covered crop 
planted on generic 

base—all base is set 
aside.

Seed cotton base as 
80% of generic base 
acres with remaining 

20% set aside.

Seed cotton base 
assigned as the average 
of cotton planted acres 
from 2009-2012, not to 

exceed generic base 
acres.

Generic base allocated 
proportionally to 

covered crop 09-12 
plantings.

Larger of:

Or:



The New PLC Price



Seed Cotton Price and Payments

Thanks to Don Shurley, UGA, for the example calculations.



Seed Cotton Price and Payments

Figure from Shurley and Rabinowitz.

So, the projected 
payment for 2017 
would be 3.03 cents 
per pound.  But that 
is being paid on 
nearly 2x the 
pounds…



Seed Cotton Payment Rates

From Shurley and Rabinowitz.



INTERNATIONAL SUBSIDIES



Average AMS Above de minimis for Cotton, 1995-2013

Source:  White et al.; IHS Markit for external reference prices and FAO and USDA for internal 
prices.



Annual AMS above de minimis, 1995-2013

Source: White et al.  Note, China prior to 2001 is simply estimated for visual purposes holding the variables in their 
accession agreement constant from 1995-2001.



Thank You and Questions!!!
http://www.depts.ttu.edu/aaec/icac/

Twitter: @CompetitiveAg

http://www.depts.ttu.edu/aaec/icac/
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