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Al;ricultural Act of· 1970 • New Directions or Not? 

by 

Harold o.erter and Gary L, Seevers* 

The Agricultural Act of 1970 has been dubbed the "Concensus 1'"arm Bill," 

Yet .eve.ry n-.ajor farm organization disavows it, ea1:h for different reasons. 

'U './i:ile the bill evolved as a bipartisan effort neither party now fully embraces 

/-Q it. 'Why the appare:,t reticence in claiming leade1ahip, authorship, or even. 

~ association with legislation that pumps $3 to $4 billion out of the Treasury 

and into the farm economy? 
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The Fam l:ur,1au leadership castigates the 19?0 Act for be:lng a "warmed-up" 

version of expired legislation, The farm coaliti9.n, rep.resenting most other 

farm o;:i;:,niutions, repudfates it for not being ei;.oui;h like the 19.65 Act, From 

a political standpoint only a dwindlins number of lecislators can expect a net 

gain of votes for su;,porting farmer subsidi.es rather than opposing them, Some 

;,olitical scientists nmir,tain ·ehat even f11rmers n<) longer vote in relation to 

farm issues but to the same social and general ec?nomic problems as their urban 

counterparts, Subscrioers to this theory must haye been 1n the hii;.'I councils of 

both parties during the 1968. Presidential campaigfl, Neither party candidate 

preaentcd a major address on agriculture, 

Paper presented at 1971 rreetings of the Western Agricultural Economico AsAocie.-
t!on, Squ4w Valley, California, July 27, 1971. · 

*H,1rold 0, Cart~r .is Profcrsor of Agricultµral Ec,onomics, University of Cnlifornin, 
Davi'.> and "ns on the i,,::nior ;i taff of the. Council of Economic Advisers, 1969•70, 
Gnry L,· Seevers is Assistant 1'rofcssor of Agr:!.cu:!;-:ure.l Econom:tcs, •'.lregon St:nte 
Vnivcrsity an.d currentlY is on the CO.uncil sen!.o:- staff. nlc nu:;hors benefited 
fro".l the com:c,ents of V31~ulle, and othor .i.no.r;>-mous reviewers, · 1'hc vie•..rs ei:• 
pressed in thi~ paper nre the ~·ors' and shoul<i not be attribuce<l to the Council 
of Ect\no~ic AtlV'iscrs. . 



2. 

When the new administr:ttion took office in early 1969, no farm bill """ 

available to take to Congress to re.place the expiring Food and A;;ricul turnl Act 

of 1965 which has recently been extended for one year. In the absence of a n~4 

bill or another extension of the 1965 Act, pen-..anent legislation r:iostly of 

1958 vintage came into c.ffoct. The likely outcome, of a "do nothin;;" pclic,y 

was a r"turn to high loan levels and a recycling of ~tocks throug.'1 CCG, 

The new administration needed time to develop alt•Jrn.ativc proposals ac,d to 

come up with a "game plan," Some m:i.y argue that the ad1'linistration cl:.d, !n 

fact, hnve ·a bill rendy to go--the Farm :!3.ureau sponsored b!.1.1. The Fa~~ Dur~.s~ 

was the only major fam organization to actively support Nixon on his bic for 

the Presidency~ However, tl1e Farm Bureau proposal repr-2sente:d a ~~jor Gcp~rt1Jre. 

from previous legislation for it empha.aized '£'.a,ssivc land rct:!.rer-,unt, a f;.ve­

year phase-out of price support and diversion pnynents, an:l adjustn<>nt ,,.,._c.,s:: .... s 

to leave farming. To push this bill would hove r-:c.nnt: en all-ou:: fi5)1t for the­

admini.stration early in the term with probably little chance of success and the 

strong likelihood of jeop,irdizing other higher priority legislatfon, 

Prcs$urcs were mount1.ng fot -payment limitations. In Hay 1969t the !!,:,use 

voted (2Z4 to 142) a $20,000 payment limit as 1111 ,ur,cndmcnt to t:hc ngriculturc 

appropriation bill. The Senate deleted the anendr.oent and the bill <;:ent: to 

conferencce In an unprccndcnted act·ion, Congresstndn Conte {Rep. l~ss .. ) 

a"Ctemp::ed to bind tha House Conferees to the paymcr.t limitations provi3ion .. 

A m;:i,ve to table Conte's motion by Congressn-..:,.n 'rlhitte:n (Der,-.• !'tis:'.5.) carri-QG 

181-177 and no payment lfoitation was adopted. Secret:n-y :lnrdin had already 

:tnqica.tcd that a feasible payment linitation scher.::a could be <!cve.lorcJ on n~ 

legislation but the so-calle:d 11 sn.:rp-b.1ck" pr-cviJF::-'.on in rte- cottt:'-1!:1 !J{~,-:-::!o,:-~ 
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or the 1965 Act prevc~ted effective use of a simp~e payment limitation amend­

ment in the appropriation bill,!/ 

The decision that evolved from meetings within the executive branch, 

••1th the Republican leadership and five "listening conferences" held around 

tr,c country by Secretary Hardin was for the Secretary to work with Congress, 

irdtially ·the House ,/\griculturc Committee., to devplop new farm legislation 

seeking incre::ientaJ, reforms in existing progra::is rather than to push for 

rad~cal departures toward massive long-term land retirement or a dis~~ntling 

of previous pro gr ans. 

The a~minintration stated that it sought legislation that would sustain 

far:n income nnd nvoid further escnlation of budget costs. Major emphasis was 

give:-. to a n-.1rket-oriented policy so that exports could expnnd without subsi­

dies, producers ,;;ould have fc-.,er restraints on their decision-making and the 

government's profile in commodity markets would l:,'e lowe-ced, 

In the 1970 Economic Report of the President, the Cotmcil of Economic Ad­

vi~ers su:r,,;.;irizcd the principal menns of achicvir;g "A Harke,t-Oriented Agricul-

tural Policy .. 11 

" •• ,First, prices should become more flcidb).e so that they approximate 
equ 11 ib,ium between supply and demand when ;,veraged over a period of 
year$.... , •• Price supports should not int~rfere with normal ccnrr.crcial 
trnnsacting but should serve only ar, a price, floor to prevent excessive 
fluctuations nnd to provide a·b~sis £or creqit. 

1J 'Il,c srJ1p-bck prevision (section 10c (d) (l?) of the Agricultural Act of 1949, 
::;;o ,i:i:r-~v!,:'.d, ~,·hich ,,..,.15 incot·pora ted 1n to the Food· nnd A13ric:ul turc Act of 1965) 
f_p·xi.f.ics tl~at if r.s the result of any pay~ent lj.mitation coopcrntors fail to 
r~cdve t'oeir fi,11 be1efits as established under the l.iw the department is 
ot:..! 0 .-1t,:J to provl<lc support ct 1v1t less ·that 65 percent of pnrity through 
l-:,::...,...:-1 or rl'.rcb.1sc.s * LJy r:,,:tsinz cot tor. prices nearly 50 percent, reversion to 
t'.1;.::.-. pro;r:~-r1 wo1..:ld ha·...-G ri::.n.e•.,:cd the problero thnt. high support rates crentc 
for <~:•:;,c tt cor-.:>'-"t it!. vc.-negfJ n.n<l CCC stocks. · 
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Second, production should not be controlled by limiting individual crop 
acreages; r:ither it should be guided by r.-,.,'lrkct prices.. Bl=cn\.!sc the 
government cannot immediatily redraw the influence on productio'Z". ti'\at 
it has exercised during its four decades cf direct intervention, a 
gradual approach is needed by which great~r freedom v:!.11 be gained 
through restri.ctions on total land use only, 

••• Third, direct income p:i:fments, properly applied offer a rrorc efficient 
way to support farm incorr.c than hig11 price support~. 

Direct income payrnc-nts will be neccsSory for some time to c.00?cnsn.t:c 
for inequ"it_ics and to smooth the: adjust.1:1ent: process. Ren.son .. 'i.bl~ J..i=ir.:s 
on payments to individuals. howcvcr 1 would help prevent the undue enric.11-
ment of large operators at public expense." 

~ Administration's Propos::_ls 

On September 24, 1969, Secretary Hardin testified to the Beuse ~sriculture 

Commictee and broadly outlined two alternste progrn111S for the ~~jor cc=<l!tics 

(wheat,. cotto·n. and feed grains). One was labeled t.hc "set-a~i<le0 pro0_ro..:,1 .:,rtl 

t~e other the domestic allotment and diversion program. The set-aside pro~r~~ 

offered price support loans and payments to participnting producers \..'ho "~,mld be 

rcqu;ired in exchange to ·0 set-as:ide11 crop acreage equal to a spcci:'ieC. perc:cnt.-,,ge 

of their domestic cotton or wheat allotment or feed grain base. No ~crt1a;.a co-n­

ctraints would apply to. any crop except the set-aside acreage which would be '.t!l 

addition to the normal conserving base. The program would be •,1oluntary. l✓-arket­

_ing quotas·for cotton would- ha eliminated. Lo~n levels would be set to encour~gc 

exports vithout subsidies and to prevent excessive accumulation of CCC stocks. 

The domestic allotment:. approach was a comprot:!ise br.!tWcen the ~et-n.side 

and the 1965 Act but did not receive much support and was soon dbc.s::dc2, 

ln neither plan vas the cerm parity m"ntioned. No stand was taken on 

payment limitations, much to ~he distress of sdvocatcs on both siCes of th~ 
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issue. 'l'he Secretary only reiterated his statement that it is possible to 

design sound farm programs that provide for some payment limitations, Only 

token penMncnt land retirement proi;rllt.\S were proposed. The administration's 

disillu~ ionment with permanent land retirement schemes bec·ame apparent 'With 

Secretary l!nrdin's statement ''.,.,Too rapid a rate C!f lone-term land retirement 

would depopulate the rural areas. An e~cessivcl.y large program would attract 

.ne•• land into production, Acres put to grazing could unbalance the cattle 

ind~try. 0 

ln early October 196~, the administration began drafting the new 

bfp12rtisan bill. A series of over 30 "~!onday night" meetini;s were held by 

the Secretary ttnd his itnMedia.te staff with niembiir,s of the llO\!Se Agriculture 

Coim.ittee, Simultaneously, a farm.program task force, ch,lircd·by Don Paarlberg 

1,'SDA' s Director of Agricultural Economics, .. "M actively at work preparing and 

reacting ·to prograt1 proposals, Tnc task force was principally L'SDA staff but at 

tiw,s. included rcpresent;1tives of the Bureau of d;;. .Budget (now the Office of 

~'.annr,er.,ent and Budget) and the Co\!ilcil of Economic Advisors, 

Draft legislation of the sct~asidc program finally emerged in late Jnmuu:y 

1970. All major farm organizations immediately rejected it. 1.nd the White 

lfotL':le was opposed to having it labeled the Nixon.·Fat'!li·Bill, It was referred 

to aa the Concensua Bill, 

"Parity" ·which '\JO.S scrupulously evo:!.ded in the Secretary 1s in:!.ti:ll tes ti­

mny, .reared its outmoded l1e::1d again, for wheat and foed .grains, at the insis­

tence 0£ many ;:ouse Agriculture Committee members. However, the range on loan 

kvcls ind ,ay,::cnts "'"" su.fficicntly hroa<l as sc·cmingl;• to cllow the Secretary 

con3irJcrablc cliscreetfoMry power; zero· to 90 r~rccnt of r,arity for loan levels 
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on wheat and corn. The St!.mc rariges held for cotton except they ap?l ice! to 

"estimated world price" like the previous legislation. Loan levels 2Thi pay­

ments were uncoupled but u~pcr iimits for payments were specified; 35 pc~ccn" 

of parity for wheat (domestic certificates); 25 percent of r>arity for corn; 

80 percent of estimated world price of cotton, 

Whereas the Secretary had indicated guidelines in earlier ,louse tl!s1:i:::,cny 

about requir-ed di,Jcrsion or set-asid~ (ranging from 75 to 100 perc2nt of chc 

cotton or wheat nllotn-,cnt and 30 to 50 percent of the feed grain bJ.sc)., t~lC 

set-aside draft left the levels as discretionary to the Secretary. 

Financing of the commodity program "-'as to be subjected to the upprop!'in­

tion process rather than the usual method of Congress under.-ritin;;; lo.s scr. c( 

the Commodity Credit Corporation, '.l'his provision received lit:le sup;x,rt ~,-.:,,n 

any quarter and was quickly dropped. 

Payment limitations appeared in the draft proposal b,,r,: only in a mild form. 

A slidinr, scale was proposed be2;inn;tr,g at $20,000 givi~ a ro~ir'ttr:n p.:~yt~en~ of 

$110,000 per program or $330,000 per fort1 for: all thrc,e progrnr;,, 

The hallmark of the initial set-aside prop.:,sal, had it bee:1 enc,cte<l, :,ro: 

bably would have ceen the very broad discretionary powers of the Secretary. 

This possibility caused consternation amoni; farm organizations ar;,! i:-.any f:c::-m 

congressmer. and becime a lasting issve in the de:bate and publ:kity ziv~n the 

proposal, 

~'hen the set•asidc draft went to the House Corr.mittee in early 1970, ti~e 

haggling between th-e adrr.inistratio1\ nnd the eo~.:d.~tee bc~.:tn in cnrnest~ !::: 

lnte July. the Houric Ar.t:icultu-::-e Co~t!!ittee voted out a bill th.'.'\t hnd bvi,:n c~l-1""½~:t:<l 



-.rotcrfally, The Secretary's discretionary authority was severely diminished in 

aeveral aspects. The required diversion or set-aside for cotton had an upper· 

lilllit of 33-1/3 percent of the allocment, Tbe national base allotment for 1971 

was incre.i.scd frol:l ll,t to ll,.5 million acres, 

Huch of the House Commiitee's slow deliberation stclllllled from ind.;cision 

on payme::>t limitations, Both Congressman Conte (~p. Mass,) and Findley (Rep, 

Ill.) were picking up support for their sta.,d for tighter payment limit.i.~ions, 

i::v.cn o;;ponects of payt:.ent limitations were conceding the political necessity 

of paymani limitations in some form, Eventually, a compromise of a flat 

$55,000 per person under each (wheat, feed grain, and cotton) program was agreed 

to by the leadership of both parties, Oniy then did the. House Agriculture 

Cor.:mittce vote out 27:6 ·the long debated farm bill. The House passed the bill 

August 5, 1971, by a wide margin 212 to 171, beating down attempts to amend 

the p.ayment limitations and other provisions, 

The Senate ;\griculturc· Conunittee showed its distaste for the House 

"concensus" bill by approving a sharply conflicting one: for wheat it was 

basically a one-year extension of the 1965 Food and Agriculture Act, with 

a. r,;forendu:n in which producers ..:ould decide betwee:i further extension and 

th" House-approved bill. for 1972. and 1973; it it'(troduccd minimum loan .rates 

for feed grains ($1.00 ior corn) a.'ld wheat ($1.25), aad parity in the payment 

formula for feed grains and cotton, For cott:ou it retained marketing quotas, 

enlarged the payin;;-base and lowered the maximUf,l set-aside, The Senate agreed 

to the. $55,000 payment limitation which had a!r~ady lost much of its force 

as an. issue. 

I 
I 
l 
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Budgetary over-runs, which h~d already been nudged by concessions by the 

adrainis.tr.1tion in the House Pill, was the rr.a.jor urg1;i.:nent offc:::ed by t:1~ 

administrativn 1n opposition to th~ Senate version. Th~ implici~ u;1cl~rsta~d-

ing with the White House in the long ne;otiations was that the ?resident ,,.,:; 

prepared to spend no more than the current level-about $3.3 billfon. 

Undoubtedly, the pending election brought forth more than the usual rhc~o::ic 

in tht~ c.onfer,ince debate. However, both p..1rties t.1<1nc~d to .avvi<l an .1.r:,pass~ 

be.cause without a bill the permanent le:gisl..iticn 1,vent into effect. In 

fact the \vheat ref;:re_ndum. a provision of ::he permanent legislation was du-

layed twice by Congress anticipating that a n.ow bill 1,;ould pass. 

Finally, an "ac.ceptnble0 compromise did et1ergei on October 7, 1~70, .:.oz.::ly 

in f~vor Of tho House v~rsion. The Scnt..te blvckeci a fin"l vote on the bill 

until after the November election. 

Iri a White" P.ouse pre.so conference (Octobt;!t" 15• l:i70) 11 °It:i it a good bill., 

sir?" was asked Secretary Hardin. liis n,ply 1<as: 

''We chir~k it is, gcr-• .2rvlly, yes. The.re arc fc~t~res in it. :l..:it .,_.,1e 
would· prefer to ba riiff~rcnt. i;uitc a few. l>t.t let i:e 3::,.y it this 
w~y: I: is ~cccptable, i.·e thirtk it is work~.:ble, we t:',i.1k th.::-it ov1..;;: 
the next three y'1ars t.hat if it p3ss~~ it Yill h~lp tu cnL:c:.0. tl1Q 
ecoMmic position 0£ the fQrtJ.cr:c. .. u 

On Dccc~har l, 1970, over 14 r..onthu after the S~cretury pt.:!$~r.tcd his 

mittee, President Nixon signed t.hc 1970 Agricultural Ac::~ At: th~~ cif.::i:-,0 ...... 

members of Congress veri2 present to •witn(;;..;s the culfil1;:.1z:ion uf. :[~eir t.ravd.il .. 

With ::he broad diBcretio_n.;:.ry po'Weri:; in the a.d..;ir.ist.ratio·n 1 s 2J.rly ;i:-c-
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• a ,n,bst~:,tial C:cp;i.r~urc !rom pro::viou.s ones. Nost of this flexf.biliCl' co ll'anage 

pr◊zrm~,$, \.'4S bnCly eroded in th~ etrur,glc to see a bill passed. Alt11oush the 

final l,i,11 contained certain new features, the administrative discretion t:O 

set ::cy pro,;r~:n p:-ovisions probably. became more restrictive than under .the 

196.S Act (T;;.bj.e l), 

The l'.170 Act, continues to rcl.y upon direct government paymi:,nts to induce 

p,:oduc:ers to Yoluntarily divert acreage from crf>p production, This is done 

on an a:1n.:al bas.is, thereby providing some mcas~re of year-.to-y.ear aggregate 

si,pr,ly l?'amiec::ient but M ·permanent solution to the underlying ·problems, 

tn the 1%0 's prosrat!B based on relatively high loan rates tioo to parity 

had been rcplac~d with progr.:nas that· permitted lover loan· rates ::hat were more 

consistent. '-"ith expor.t prices. The 1970 Act cop.tinues this trend ·toward rJOre· 

rr-.:.:1...ct. orier,tat:!on b?..It on different fronts. In fact, minim.um loan rat_es in 

the nN Ace are r.iore ri;;id than had been true uacler the expiring Act. the 

nc-.1 c.~rket orient.:.tion is primarily in the increased flexibility the Act .Pro• 

vides individual producers. 

Tne :nain ways in which the 1970 Act differs from the previous legislation 

can be considered in relation to the three broad, and often conflicting, ob-· 

jectives of these programs: markct-oricnta.tion, budget costs and farm inc;ome.lf 

A major dimension of market-orientation, and a reason for using it as a 

p-0licr objective, is to have domestic prices consist.ent with world prices. 

1 / Con,;uc.-.c r prices ,:ould normally be a cons idcra tion but it is doubtful 
-.:hcthcr the 1970 Act· vill have any r.ieasurable impact: on cons=er prices compared 
to the l.965 Act. 

- •• .,. •. ., .. -.~-,.,m.,.••~"'·,...,.•,"1*":·,"'··P""~A.,...,...,,..,.,,.M.,.*"'!"""'"""''*,..··*"'·"'·'"'"'· "'~"'•"':;:_""· .-..... ;o..., .. s,,<1"'.·~'.A"".4>,.,..,;_,,.,,,__fi:,.."'1¥"'··&11!"'•""''·"""~@ . .,.w .-,.,'..p.,q...,r, __ ,., ... .J.,?Wl'1$"'"'·'"'i3!1"'+.M"'. "'··•"'l""Pi!!!.1'"".i'"f"'-M", -~O! ..... .fl .. , . .,,.,;..,.,4....,,.,..f(..,J:"', ,..P.4-A.l""·"'"'~·'","'·'"-'"""-?'14 
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Provisi.on 
1. ·Minimum N.u:ional Loan 

Rate. 

a. Wheat ($/bu.) 

b. Feed Grafos ($/bu. 
for corn) 

c. Cotton (¢/lb. net 
weight basis) 

2. M,,,.lmuru Acreage Diver­
sion or Set-Aside 
Requirement* 

Table l 

Comparison of Key Provisions 

1965 Act 
(1970 Pro mm) 

a. Discretionary minimum but 
con.sistent with world prices & 
loan rate for feed grains. 
(1970 = $1.25} 

Rouse Bill 

a. Same. as 1965 Act. 

b. Discretionary minimum but b. ·Discretionary minimum. 
·loan plus payment ams t be at 
least 65% of parity on projected 
production from 80% of feed 
grain base. {1970 = $1.05) 

c. 907: of estimated average c. Sa11,c as ·1965 Act. 
world price (1970 = 21.6~) 

a. Wheat (percent of a. Discretionary with uo max­
allotment based on dom,,s- imum. {1970 equivalent to 70% 

a. Same as 1965 Act. 

tic food consumption.) set-aside rate) 

b. 1-.,cd Gr;iin~ (pcr­
Cf•nt of base aC:re.a-r,c~) 

c-. Cotton (:1ssumin1: 
11.S mil. ctc. "ller,,,enL) 

b. Maxir,m'1 equal to 50% of 
feed graiu b3sc. (1970 • 20%) 

c.. 12.5% of nati1..rnal aJlotm('llt. 
For the t~ini:-10;:1 1:ati.on~1l at l\1t­
r.a:•nt qf .16 :"':Ll. '3C.. 1 r.hii-:. \<.'"-1111d 

ht. 1...•qulYd1ent. t•., 17 .-'t~•: nf th~ 
!t.5 r,1il. :iC., l,~H:(: allot!.i-:nt 
ln 19,l. (!C!i"iJ •· I)) 

b. Di sere t Ionilr}' u~a7.Lmu;11. 

c. Mnxim11r:1 of. 33. 3% of 
b.:1se nllutr:u"nt. 

1970 Act 
1971 Pro ram) 

a. Minimum of $1. 25 per bu. 
(1971 = $1.25) 

b. M:l.nimurn of $1.00 per bu. 
(1971 = $1.05) 

c. 90% of actual 2-year moving 
average of-worl-d prices (l97i· 
19.5(:). 

a. Hax:!c1ul'l ,,£ H.:l m~~1~~n 
1971. & 15 rnil. ac. in- 1972 & l 
equiv,,lent to about 83r of 
do1~1estic allotu~e:1t but an est.a 
lislied sur.,mer fallow fana "ith 
55%. or rJorc of its cropland in 
sun~.aer fallow will not be re­
qutred to sct"'-asid_e additional 
acreage. 
(197() = 75) 

b. Sarne as House Bill. (1971 •= 
20%). 

'" c. Haxir-na:1 1.lf 2.ir; of base C: 

al!c,t.u«.ent. (197! ~ ~o:;;) 

(C,,at.) 



19b5 Act· 1470 Act 
_ I'.r.e>Y1:i.iJ2l.L....._ ________ (1970 1'1·,'.i:_r ;,r,:) _______ ..,.... ___ ll;?1J~O. toll] -----~--~(_l_9_7l _Pn![_rnr:1) ______ _ 

3. Payment. Rate (the rate 
paid rer bu. or Jh. on 
the payiug-ba£.c for each 
commodity)** 

a. 

b. 

Wheat ($/bu.)· 

Fee<! C:,:aius ($/bu. 
for corn) 

c. Cotton (¢/lb, net 
. >:eight basis) 

a. Difference bt•twc,en 100% of 
parity and th<' natfonal loan 
r.ite. {1970 = $1.57) 

b. Pa:,~nent plus loan·= 65 to 
90% of ·p,wity on 807. of foed 
gm in b:ise. Payt,,en t". adjusted 
to 50t of fe<:<l grain base. 
(1970 = $ .30) 

c. Payment plus loan ." 65 to 
90 p~rcent of parity on national 
allotment niinus requi.ri,u diver-

. ,&.ion. ... ,P.nym~uts - ndju.:--;,t;.ed , .. to 
smaller domestic al lot.ment. 
(1970.= $ .18 on proj~cted pro­
duction froi!! a domesti;, allot­
ment· of 11.1 mil.. ac,) 

a. Difference bet\ie"E,n 
100t of parity and the 
natf<,nal. average m~rkct 
price received by farmers 
during the first 5 P!Onths 
of the marketing year. 

b. Paymen·t plus thc n.at­
ional average mrirket price 
rec<'i ved by farmers during 
the fir;;t 5 months of the 
marketing year,· equals at 
least $1. 35, but c:mnot be 
less than $ ,32. 

c. Payment plus national 
average r,arket p.ricc in the 
first 5 months of the 

;c;ar.ketini;- year .equals at 
le:ist $ .35, but pay1.1ent 
c,mnot be less than $ .15. 

.. 

.• 

a. ·same as llc,use Bill, (1971: 
$2.93 minus averar,c ••arket: r:"1 
in first five months). 

b. Same as House Bill; exc<·r, t 
·$ • 32 1:ninir.mr.1 reduced propor­
tionntdy if s<,t-aside rate is 
below 20;;. (A provision to ra.i 
the $1.35 H 70¾ of parity 
exceeds $1.35 is not expected 
affect payments.) (1971 = at 
least $ .32) 

c. Sarne as Rouse Bill excq,t 
target price "ill equal n,axir.c 
of$ .35 or 65% of parity. 
(1971 ,, .at least $ .15) 

*Voluntary additional diversion: (extra-diversion) programs were discret:i.onary for all three commodity prograns under the 
1965 Act, and are also permitted under the 1970 Act. F.xtra-diversion was available tc, wheat and feed gra.in producers in 
1970 but was not· offered in 1971. · 

**The.paying-bases are e:;sentially unchanged from the 1965 Act: 
Wheat -Maximum. of 535 mil. bu. or estimated domestic food consumption. 
Feed Grains -Projected production from SOX of feed grain base acreage. 
Cotton -Projected production from base acreage allotl!lent. 

In 1971, the allotment is 11.5 mil. ::ic.; in 1972 and 1973 it c;m be adjusted but the payment: 
xate is also adjusted so that the effective payi11g-base is constan_t. 

.. 
C ., 
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l'rcsu.nably this will lead to c:,panded cx?orts without the r.ee.d for hu;;;-. exr<,rt 

subsidie:s vhich run counter to il. liberal trade policy. Fer ~;'.:1ins> the lS7C1 

rates ;;hich cs,rnntially set a floor under market prices canr.oc be rcduccci fur~hcr, 

But for cotton, the loan rate for 1971 is about 10 pcrc"nt lowii:r despite th.;, ""'"' 

formula dctcr:r.ination,.1/ 

&"1other rlimcasion to markec-orientut.ion relat:l;f.i to fli?.xibility of ~ccis~u1:. 

making at the faro level. The mandatory cotton progr.1m. with its pznaltics for 

overplantin3 iG rc:>laced by open-end ·cottor, planting ·$0 lcv,~« .. co~t p-roducinz arc.1s 

c.a.n expand production without uny limitc i~?O:ii ed by thl! pro:.;::-w.;;.s ci·,c.:r.s;.;lv.::s 

production in high-cost produciiig areas without: a-ny ir.corr.e lo~se~ and proJJ.bly 

some modest gains to procluc12.r~ in tl-.e:sc areas. 'rnu p~·~viou~; r-~.ctr.L:.:.:1or:.:; o;--~ 

has authority to reinstate thee, Removing: such ucrcage cucit:r,.ir:t.s \.ill2. r:!.v-2. 

individual producers much greater fr.zedo;a to adjust o;)\.!ru tior,.z to \•;ha:. t~H'.Y 

consider to be t.he optit..UrJ mi✓~ oi ..:.rop c-:.:c:rpris c-s ancl ;,his ir,c::.::c.2,L,,::(;. tlL" . .,.:.lti-

diverted land for required sc.t-aaiJe and con~c1-Vir1.,3 (bG..sc) uses, he~ c..1.n .. pl.:.::,t 

whatever mix of crops he wants except for the r.:.inor ones th.at .a:ce s~i!l r:2,i;.:;ly 

This will \.1.3UG substit:utino rwre profitable crops like cora ..1.r.d w~~-1:: fv:..· 

1/ lt is. still clea~ bvw r1.z!.<lly the for..-.ula will h.a.v\;! to be c,1~Jpli<.:d 1:~•bD:'1 

unu:ual COi.lditio1.1.s in paG t years raise world co t:ton p::i.ccs. 
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mo.rgi~~ ones like oats, fli.x, .and even for forage crops and possibly some 

tPreviously noncrop,)Od lend, 

Unwrapping the maximum grain acrea~e. constraints is certainly a roove 

tovo.rd allwing ti.al"ket forces to worl~ but not all observers hava agreed that 

this r.uch responsibility should be put in tho ha.,"lds of t.ho mar1'ot, In part, 

this can be attributed to 35 years of individul11 commodity control.$, and 

concern about year-to-year balances of individual crops. ~ut.it also expresses 

" lugici::ato que;;tion about vhether the program ~s dasigned will be able to 

control aggregate crop production, and at what b~dget cost. 

A me.jar problem with tho 1965 Act was tho e.ocalation of program payments 

vhich increased from $2.7 billion in 1966 to $3,!3 billion iti 1969 and 1970. As 

oricinally proposed, the sct-.u:ide progr.un would have had relativ<1ly littl<1 

difficulty achieving the desired level of supply management without escalating 

budget costs. Early versions of tho Hausa Bill included tho concopt of defi­

cior:cy r,ayments used in the wool progr..m. The :!..dea of basing payments on the 

difkrcnce between fixed target prices (unrclat~d to parity) and actual market 

prices w::s largely scrapped in tho final bill, ·This would have placed an upper 

lid on pay;::cnts (except for any OAtra-divarsion that would have been required) 

and in years like 1970 when market prices were high, budget savi~ga · of $1 to $2 
'· 

billion could have been rcalized,1/ Cotton and feed grain ir,torosts provented 

l/ Tb.are was, hor..1.zver t an interesting ng-.:e~ent t1adc in the nc.gotiatio11s: ·that 
W;.1S int:en¢ad to keep ~udbo.t coats from deviati~J _.from rccont 1ev-.1ls. ;r:, d cruc~al 
u:~ttir.i it was agreed that 11chc: Administration ~.1s p1·0.p~red to e.xp~rl.d -about the 
S&"'.e .arJount of monay during each cf tho tlirec yi,ars 1971,-73 on inco:nil. \rnymem:a 
as was ,.:q;ende<! :i.n 19 69-i0, but without· a."l escaL1.tion o>rovision" (House Report, 
p. 12). 'l'r,us, any budg.:it &:1vir.gs aro urilikaly i,.lthough ·it is doubtful whether 
$3.3 .billion c,;.n bo considered a ceiling if it fails to control production 
er.ou6h to prevent· large CCC acquisi.tior.s, ·· 

.. _rir"Wi'ii!>t+ii~_,...,.,..,,_i!_.,.,,.,_,t,._"'"·-"'""'"'""'·•·,!,~\i"'"l<l!r.•.,..e..,_f.., __ "'!ti!0'_..-1~,.,,tt .. +"''·'Mfl4!£A"',•""·"'"11'il~!O.J!"'•·"'·-"'·"''"~~ll! ... "l't:"'·-"'··-;·"'•,tt;t'>4 .. .H'llll'"',""'··~"-;f('"',$"'IE?f,i.j-#"':1"1,U.,.ff#" ..... Fi"'.#'il! .. lll:,. ... ., .... 1P.11-"'.""'ll'li~"'~'"'f"',11\>..,...«_ .... ,'","*"'"....,._,,,....) 
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potential savings by obtaining minimum payments near 1970 rates. 1i1cy did 

agree to unhooking from parity althou,lh parity L.ter crc:,t into th'" Act, but 

in a way that should not escalate cotton and feed grain pay,.ents .through the 

l97J crops, Wheat. producers, in contrast, foui;ht :for and got full ;,ar!.ty 

on their paying-base but conceded on the option of a guaranteed minimum, 

There· are other changes that pose a potential threat co b<Jdget costs, .rn 

early proposals ·chc required set-aside rates for cotton ..nd wheat could have 

been adjusted upward to offset slippage from expanding production on acreage 

previously used .for low-value crops ar,d additional acreage comin& into pro­

duction, !lowevcr, Congress added relatively low ma:dr.,ur.: r£quired sei:-asiJc 

rates, especially for cotton. None \<las adCcd for t'ee<l gr~ins but ml <:co1Hn:.d .. c 

maximlllll exists bceauae at a fixed payraent rate foatl gr:1in pr.:igrar.1 partici:,a­

tio.ri ·will fall aa the required se.t~llsid" is ;.nlargcd. In aJdition, the cor.-

ference coa-imittee added a provision which limits t:o 55 percent t.hc ar.,ov.nt of 

land e.;tablished summer fallow far:r.s n:ust have in fallow, M,,ny ,such far.:.s 

will be neai:ly exempt j;rom any contributions .to supply man.;get,<:nt, thou;h 

they will continue to rc.ceive fUll benefits. l'"'inal.ly, the nori...11 c.Jr..&crvir.;; 

bases which .i.lready have bc"n substantially reduced in i::any st .. L,'s are lil;~:'.7 

to be reduced further ctpocially in st<1ta.c: in which they have b,ocn e;v:,,;~L .. -

a gaping hole in the Si.!:.')ply r..anageif,ent povcrs- of the. proc.ram. If ::~,is tut•~ 

out:. to ba tha case, and giver. the mini,ruum loan ~ates for ira~~s. the: goVt.:l'1:-

ment could face much hi_;i.~er progr.).m. costs thu.'1 in recant :,ears eith•.:r vi.~ ,;:cc 

acquisHioru. or n>:)r" probably by bein.; forced to buy more :icrea;;I'.! <!ivcrsie,n 

through· th~ extra-diversion provisions l,)f t...~e pro~rt.n11:;.. It is r.ot har-.i :·i:, 
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im.if;ine a total pay:cent cost well in excess of $3i3 billion. Barring this 

cv1?n tual it:1 ~ ho\..:.cver, the 1970 Act scores sa tis fa.ctory oa bucin,ct co~ ts. Uue 

t<, tl,c com blight no extra-diversion was nc;cessary this yc.,r and :,aym<!nt& 

will be $2,8 billion or less which will help offset any excesses the next two 

years. 

If p!.lyroents. ar\2 comp.:n"'.o.blc to r1?.ccnt years, ancl. with loan rates for zrains 

~.aintained. it seerr.s safe to conclude that inco:r.~s for i7'iOSt farmers who benefit 

frorr, the pi;ogra:n will be t'4intained and perhaps ;i,!;.provcd. In .addition,, there 

will be so~e savings to farmers from more efficient enterprise combinations. 

lmd. the $55,000 payment lir.iit. will have ncglif;,ible effects on aggrcsate farm 

inco~e. 

One of tf.c weaknc~s~s of previous legislation th~t the 1970 Act retains 

is th~ ur;cVi..!:" .. distribution of pnyment& a111ung progt·u..r.s. 'rhc direct ;wym~nta 

for cotton and "'he.:.t are substantially lar;:;~r than "'ould be needed to obtain 

the retlize<l deg~ces of supply ~~nagcrricnt (ac~eage divcrsion)t meaning that the 

p~yments have a ::iajcr element of income transfers, This transfer is firmly 

cm~cd<lcd because both probrams huve upper limits gn tha acreage that producers 

are required to set-aside to receive payments (Table 1), Sin.:e the feed grain 

pay:r . .:nts ,;;re principally for supply ma.n..'lgcm..:a,t, there. is a major inequity 

a..-i;or..g ?rograrr.s and geog::-aphic regions. There ar~ several ways to measure th~ 

inequity. E$tir..atcs of inco~e transfer providc<l by Secretary Hardin •in testi­

z,:,ny before the Senate Appropriations Committee (Ju,.,e 4, 1969) indicate that 

in 1963 cotton payments were two-thirds transfer, whea: pa)~aents one-half, but 

feed grains only about or,e-tcnth (Table 2). Another indicator is the. size of 
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Crop 

Wheat 

Feed grains 
Corn 
Sorghum 

Cotton 

TAilLE 2 

Measures of Equity Among Producers 

Pa ments 

$/ac. set-asideY 
1971 cro ) 

61 

60 
66 
42 

404£/ 

2/ % of crop value-
{1970 cro.) 

47 

22 
22 
30 

84 

15 • 

Pcrctn~ it1co:ce 
b/ scpple.ter .. c.-

{1968 cron) 

49 

ll 

65 

!;.I Based on most recent published sources of° th<> U.S. Dcp;.rtmeut ot 
Agriculture, 

lf Testimony by the Secretary of t,.griculcure before the Senate Appropria­
tions Committee, June 4, 1969. 

£/ 'The cotton payments payments per ecre would h.:.ve been r~duced to $233 
if the sct-asido rate had be~~ set ~t the 23 perc~nt wxittru.Q inst~ad 
of 20 percent, 
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i,u:,,..,..;.2nts p_er diverted acre, B.1Scd on the 1971 progi-a,n.,, cotton payment.; per 

diverted G.cri? will be nc.arly seven. times larger than feed grain and wheat pay­

n:.f":nts. .A,.1.'ld if feed r:,rain and wheat acres wcru adjw;ted· for differe_n.cc:s in 

productivity, the pa.yi;ient per acre would be substantially higher for the lac­

ter. A thir.'.i raeasurJ.?. is the relationship bet.wc~a payments ~id t11e value o.f 

th.:, crop. In 1970 cotton puYLJcnts wer<> over four-fifths the value of cotton 

prnductfon, \.Jhcat a:,out one-half and feed grains only about one-fifth, While 

these, three n.casures are only indicators, and will vary from year-to-ye.:1r, it 

sec;ns evi.dc~·•t that cotton prodi...ceru 1 and co a lesser extent vheat producers, 

rc;:eiv•: a boi1.anza co~pared with feed grain prod~ccrs. 

lb.! $55,000 ~ L:i.r.1.lrn.tion 

The hi;;h payments to in<lividtwl producers +s the feature .,f farm pro.;rams 

that h.:cs .:.ttracted the most public attcn1:ion in recent year6. Conr;rcss was 

dctcr.Ilined to ado ft some t);'pe of limit on. in<liviciual pa.yment:s. Despite the 

serene t;upport for a rn.aximu.In on pnymcnts, ::he $;5,:,0C0 per crop 11:r.it t:h;:.t was 

adopted wus disappointing to thost! i:L.o ~OU.i;ht a lower limit, Mot'covcr. the Act 

cvntnins liberal le:isc a.nd s.:1lc provisions for ~otton, '!'his together \.r!.th other 

•'#:;:..ys cf avoi<!ing ti",c-! limit will almost certainly .make the $55,000 ceilin:; inef-

f.!ctual in rcJ.·,.1.cicg total paynicnt levels., 'What "Was toti.i:ed by some as a pot.en-

tial budget sa"l.'ing of $72. million (based on 197Q pro,;ran) will turn ou~ to be 

u negligible a;n,;:,unc. £,;perience with this rclacively high limit should provide 

bet:ti.:r 1,.r.owlcdgc on which to establish £uturi;! p4<y~cnt litt.its. Congrct.G has 

again rcvivlld its interest in this controveroir.i issu~. The House recently 

arnerulcd the Asricultur.il Appropri;;ition Bill vith a $20,000 per crop limit. Toe 

Scr-.atc ht?.ld fir.:. at the $55,000 level s.nd the higher le_v-el will prevail, at 

leust for an.other year. 
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Tne importance of commodity protirawS C3:f:cci::..lly for c.ot:tor. u.nd ,;.;(1e:..a t 

are substantial for t:he we.stern states (Table 3). Ira 1969, we.ste:n~ zro·...:~rs 

receiv,,d 16 percent of total U.S. cotton payments, 25 r,erce~.t of the total 

wheat payn,ents, and only 3. 7 percant of the tot«l feed grain pay:n.ents. In 

two of the states (Montana and Color.;.do) farm program puyr..cnts amour..!: to 

70 percent: of ri!aliz.c.d net farm ir.coIBe from all other so-i.1rccs. TJ.-.rcQ. 1;;, tat:.2.G 

(Wyoming, N~w Mexico, ilnd Arizona) sh,;,w prograra pt.y::.ents cxc(:cdiq~ 40 l)crce::.r:. 

of their realized -r~et farm income,. Califor~1iu has the. least d::.rcct dcpc.r,d..:;.:,cc 

on govart".ment farm progra'ClS with pa.yc-.ents {rr.a.inly cotton) acccunt:irtg fo·c l} 

percent: of the scate's re~lized net fan. incoroc, In 19G9 cotton p~yr.,2c:tr; ic, 

the. West exce~<led $135 million, feed grain pa.yrr,ents were $61 millioc ar,d vh0;t.: 

payments were $217 million. Toti.ll farm 'i)rog:raru ?UY::Lt.!nts in t>i•~ 11 \Oo'e-5 ter:; 

states exceed $0.5 billion a..'1.d amount to- 27 pitrccnt of realized r,cc far~ 

income. 

The elimi.Mtion oi marketinz quotas and pcnaltiu-s ir: the 1970 ;.ct z~y 

me.an expanded cotton pl_ailtings in the West: Qt; the expc:nse of 60::,e vi ttc l.c;:;::; 

1970. Uplalld cotton acrea.ge irt the Southwest was o:.-J.y 2~ 7 perc~rt:: r.iore. 

The 1970 Act 'Was pasGcd too lute iii the year to ulloM' vintcr- w~·,.: .. 1t 

producers to tn.ke adva-n::age of the i.i.creas0d fle-;,:ibility in tl-:12 ~\ct. S;,i.:j:;~~ 

wheat producers did have the opportunity ~:1:d b.J.scd on July 1 e:3ti1...,1t~s, ~-;.J 

intentiono $~rvey indicated that 19-72 acrcar;e wj_ll be S.4 perce~:t ::i~i.c!";,c 
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~:un-tar-... 1. 

Idaho 
\.:y.i::-,ir.g 
Wlorado 
l\ e.,; t:c :<ico 
Arizona 
l!t:..h 
:~1..~vu·ca 
h'.1~hir:1_~ton 
Orcgpn 
California 

'rotr~l Western 
St;.t~S-

Paj"::i"1ents to 
\;c:;tt:":rn S tntes 

"" % of Total 
U.S ... Pa~•mcnts 

TABLE 3 

Government Payments, .By t:ajor Commodity 
Programs, Wes te.rn S Cates, 1969 

Cotton 
'11rof."r:-,m 

i3.3 
39.8 

0.3 

Sl.S 

134.9 

823.l 

lo.3 

Pavtncnts mu. 
Feed grain 
ryro -..ram 

4,7 
2.4 
0,9 

19.S. 
12.2 

3.3 
1,2 

1,9 
2.0 

13,l 

61,6 

1,643.3 

3.7 

Total all 

farm dJI a 
ro .. l"a. 

63.9 80.1 
31.0 46.l 
3.5 14,3 

33.0 66.5 
6,.1 41.6 
1.1 47.8 
4.7 ll.8 
0,4 1.9 

47.9 56;9 
17.p 24.3 

6.3 123.2 

216.S 514.6 

857.5 3,793.7 

25,3 13.6 

18 • 

A!l payl'lcnts 
oS .. % of 
realized net 
farm income!?/ 

72. 7 
U,.O 
56,3 
76.7 
49.4 
42.5 
31.0 
13,l 
25.6 
18,l 
13.4 

27.l 

30. 7 

IJ/ Includes .coi:ton, feed gr.::ins, "'heat, conservatior; sugar, milk indemnity, soil bank, 
Great ·Plains conservation and cropland adjustment~ 

£_/ ExcluJl!s ?d/DK:nts from real_ized net in.:ome. ' 

Source: Farm Income, State Estimates 1949-69, USDA, ERS, FIS 216, Supplement August, 
1970. . 
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S ""Nortliwest is .a prirce area for i;rc.:.tcr wheat ncrcar;c at the e✓.;,er;s4 of lcr.1cr-

valued crops, Producers in that: area planmid to p1ant 15 p.:,rce.'1t rr.:>rc wh<:at 

i.n 19.72. mien t.his is .combined with tbe reduced set-aside rcquircn>"nts 011 

sun-,r.,er fallow farms; it seems reasonable to expect pro<luccrs co a:-:;,and grain 

· production ,;ubstantially in the Pacific Northwest: and other summer t,,llov 

regions of the. West; · 

•civen the racher limited export tt.arkecs for Pacific lforthwesc wheats, 

expanded. grain production i., chis area =:r provide a more st.ible ba~c for 

liveatock operations which have in the past: been hir.dc,rcd by ,1 lack of rcli:.blc 

srain supplies, 

Conclusion 

.T'nose who have become. dissatisfied with past farm progr:.::is will find 

little conaoliltioa in tha new Act. T,."le principie ot pay·rr.ent li:t.itr~~i·uns is 

established hut will bave negligible budgetary saving. 1'he :,ct intrvuuces 

considerable additional flexibility for individual and regiorul cropping 

patterns. The costs aro high· in ter.ns of foregone public prot;r;:irr.:;; th.:1t l:\.J.r1y 

\tould give a highe·r priority._ It holds out no bope for a lor~g-te1.-.: dit~n;;,3.r;c-

ment from farm prograU1G, though its guaranteed life is only thrcc yaar$. D,.s­

pite the payir.ent limit, the veey uneven distribution ;;,f benefits ,.ill contim.:e. 

'l'he fact that it exists is perhaps a tribute to vested intereGts and th~ in­

fluential positions· of their Gpokcsn.en. Indeed, es tab::.ished publ:'.c i;,ro;:;ra;-;.~ 

have a durability that often defies ratio11.:ll ex;,l.;nation, 

7/21/71 
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