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University of California, Davis
Department of Agricultural Economles

Agricultural Act of 1970 « New Directions or Not?

by

Harold O.lCarter and Gary L. Seavers*

Tae Agricultural Act of 1970 has been Jubbed the "Concensus Farm Bill,"

Tet every major farm organization disavows it, each for diffevent reasons.

;ile rhe bill evolved as a bipartisan effort neither party tow fully embraces

it, UWhy the apparent reticence in clsiming leadershilp, authorship, or even
\\\;1 association with legislation that pumps $3 to $4 billion out of the Treasury

and into the farm economy?

The Fars Bureau leaderxship castigates the 1970 Act for being a "warmed-up”
version of explred legizlation, 7The farm coaliticn, representing mest other
farm organizacions, repudiates it fov not beilng ecough like the 19565 Act, TFrom
a2 pelitical standpoint only a dwindling number of legislators can expect a net
gain of votes for supporting farmer subsldies rather than opposing them, Some
political scientists maintaln that even farmers ne longer vote in relation to
faru issues but to the some soclal and general ecenomic problems as their urban
counterparts, Subscrivers to this theory must haye been in the high councils of

both parties during the 1968 Presidential campaign. Hedther party candidate

sented a major address on agriculture,

Paper preseated at 1971 meetings of cthe Western Agriculiural Economics Associa=
tion, Sguaw Valley, California, July 27, 1871,

Carter is Proferser of Agricultural Lepnomics, University of California,
was ¢n the senior ataff of the Council of Hconomic Advisers, 19€9-70.
cvers s Assistant Professor of Agricultural Economies, Jregon State
cy and currently 1s on the Council senilov staff, The authows benefited
comments of Varden Fullexr and eother enonynous revicvwers, The views ex=

in thils paper are the authdrs' and should not be attributad to the Council
cmic Advisers, :




When the new administration took office in early 1969, no farm biil was
available to take to Congress to replace the expiring Food and Agrisultural Act
of 1965 which bas recently been extended for one year. In the absznce of a aew
bill or another extension of the 1965 Act, permanent legislatien mogtly of
1958 vintage came into effect. The likely outcomz of a "do nothing” policy

was a raturn to high loan levels and a recycliang of stocks through CCT,

The new aduministration necded time to developy alternative propesals and to
come up with a "game plan,” Some may argue that the administration €id, im
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fact, heve a bill ready to go=~the Farm Burcau sponsored vill., The
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was the only major farm organization to actively support Nixen on his bid for

the Presidency. However, the Farm Bureau proposal represented a majer departure

from previous legislation for it emphasized massive land retiremont, a five-

year phase~out of price support and diversilon payments, and adjustment paynents

to leave farmlag, To push this bill would have meant an allw-ocut figh
¢

administration early in the term with probably little chance of succezs and the

strong likelthood of jeopardizing other higher pricrity legislation.

Pressures were mounting for payment limltations, Ia May 12469, the ilcuse
voted (224 to 142) a $20,000 payment limit as an amendment te the agriculture
appropriation bill., The Scnate deleted the amendment and the LI1l went to

conference, In an unprecedented action, Congressman Conte (Rep. !
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attempted to bind the House Conferces to the payment limitatio
A move to table Conte's notion by Congressman Whitten (Derm. Miss,) carried

181-177 and no payment limitation was adopted, Secretary Hardin had alrcady
indicated that a feasible‘paymcnt linitation scheme could be develepad cn now

lezislation but the so-called "snap-back! previslon in the cotten sestion




of the 1965 Act prevented effective use of a simple payment limitation amend=

i/

ment in the appropriation bill.=

The decisfon that evolved from meetings within the executive branch,

with the Republican leadership and five "listening confereuces" held around
the country by Secrctarxy Hardin was for the Sccrefary to work with Congress,
initially the House Agriculture Committee, to develop new farm legislation
seeking incremental reforms in existing programs rather than to push for
radical departures toward massive long~term land retirement or a diswantling

of previous programs.

ne administration stated that it sought legislation that would sustain
farm income and avoid further escalation of budget costs, Major emphasis was
given to a marketeoriented policy so that exports could expand without subsi=
dies, producers would have fewer vestraints on their decision-making and the

government's prefile in commodity markets would be lowered,

In the 1970 Economic Report of the President, the Council of Economlc Ad=

visers summarized the principal means of achleving "A Market-Oriented Agricul-

tural Policy."

", ,.First, prices sbould become more flexible so that they approximate
equilibrium between supply and demand when :gveraged over a period of
¥Pars.... +..Price sunports should not interfere with normal cormorcial
transacting but should serve only as a price floor to prevent excessive
fluctuations and te provide a basis Lor credit.

1/ The snap~tack prevision (section 10c{d){(12) of the Agricultural Act of 1949,
s0 amended, which was incorporated 3nto the Food and Apriculture Act of 1965)
relfles "“a' 1f es the result of any pavment limitation cooperators fail te
receive their {ull beﬂcfits as established under the law the department is
obliratod to provide support at not less that 65 percent of parity through
1 or purchases. Ly ralsing cotton prices nearly 50 percent, reversion to
progran would have renewed the problems that high support rates create
fo7 export coerpetitivensss and CCC stocks. )




Second, production should not be controlled by limiting individual crop
acreages; vather it should be gulded by market prices. 3Because th
government cannot immediately redraw the influecace on production that
it has exercised during its four decades of direct interventicn, a
gradual approach is needed by which greater freedom will be gained
through restrictions on total land use only,

«e.Third, direct income payments, properly applied offer a more efficient
way to support farm income than high price supports.

Direct income payments will be necessary for some fime to compensazte
for inequities and to smooth the adjustment process, Reasonable 1limi
on paynents to Iindividuals, however, would help preveat the undue env
ment of large operators at public expense,”

T3
T

4
i

The Administration's Proposals

On September 24, 1869, Secretary Hardlm testifled to the House Agricclrure
Commictee and broadly ocutlined two alternate programﬁvfov the major commdities
{wheat, cotton, and feed grains). One was labeled the “sete-aside” progranm ard
the other the domestic allotment and diversion program. The set-aside program
offered price support loans and payments to participating producers who would be
required in excﬁange to “set-aside" crop acreape egual to a specified percentage
of their domestic coftan or wheat allotment or feed grain Sase. Ko acreags con-
straints would apply to. any crop except the set-aside ascreage which would be in

addition to the normal conserving base. The program would be woluntary. arkel=

Ing quotas for cotton would be eliminated. Loan levels would be ser to encourage

exports without subsidies and to prevent excessive accumulation of CCC stocks,

The demestie allotment approach was a compromise between the set-azaida

and the 1965 Act but did not receive much support and was soen discarded,

In neither plan was the term parity mentioned, No stand was taken om

payment limitations, much to the distress of advocates on both sides of the




igsue. The Secretary only reiterated hls statement that 1t is possidle to
design sound farm program# that provide for some payment limitations, Only
token permanent land retirement programs were propascd. The administration's
diszillusionment with permanent land retirement schemes became apparent with
Secretary ¥ardin's statement "....Too rapid a rate of long~term land retirement
would depopulate the rural areas. An excessively large program would attract
new land into production, Acres put to grazing could unbalance the cattle

indusrry.”

In early Octeber 1969, the administration begap drafting the new
bSipartisan bill, A series of over 30 "Monday night" meetings were held by
tne Seeretary and his immediate staff with wembers of the louse Agricultura
Cornittee, Simultaneocusly, a farm program task force, chaircd by Don Paarlberg
USDA's Director of Agricultural Economies, was actively at work preparing an&
roacting to program proposals, The task foree was principally USDA staff but at
timns included representatives of the Bureau of the Dudget {now the Office of '

Yanagerent and Budget) and the Council of Economic Advisors.

Draft legislation of the set-aslde program finally emerged in late Janvary
1270, All major farm organizations immediately rejected it, And the White
Uouse was ecprosad to having it labeled the Nixon Parm Bill, It was referrved

to as the Conzensus Bill,

"Parity" which wasg serupulously avoilded in the Secretary’s initial testi-
mny, reared its outmoded head again, for wheat and feed grains, at the insisw-
ternce of many Eouse Agriculturce Committce members, However, the range on loan
levels and payments was sufficiently broad as scemingly to allow the Sceratary

considerable discretionary power: zero to 90 percent of parity for lean levels
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on wheat and corn. The same rarges held for cotton except they applied to
Yastimated world price" like the previous legislation. Loan levels and pay-
ments were uncoupled but upper limits for payments were specifled; 35 percent
of parity for wheat (domestic certificates); 25 percent of parity for cornm;

80 percent of estimated world price of cottom,

Whereas the Secretary had indicated guldelines In earlier House tegtimony
about required diversion or set-aside (ranging from 75 to 100 percent of the
cotton or wheat allotment and 30 to 50 percent of the feed grain btase), the

get~aside draft left the levels as discretionary to the Sccretary.

Financing of the commodity program was to be subjected to the appropria-
tion process rather than the usual method of Congress underwriting losses of

the Commodity Credic Corporation., Thls provision received lit:le suppor

r

any gquarter and was quickly dropped.

Payment limitations appeaved in the draft proposal dur only in s nmild form.
A sliding scale was proposed beginning at $20,000 giving a rasirum paynent of

$110,000 per program or $330,000 per farm for all three progrars.

The hallmark of the initlal set-aside propesal, had ft beea enacted, nro-
bably would have been the very broad discretionary powers of the Secretary.
This possibilicy caused consternétion among farm organizations and rany famm
congressmen and became a lasting issue in the debate and publicity given the

proposal,

When the set-aside draft went to the House Committee in early 1970, the
hapgling between the administration and the Cormmiitee began in cavnest, In

late July the House Apriculture Committee wvoted out a bill that had been changed




woaterially, The Secretary's discretionary authority was severely diminished in
several sspects. The required diversion or sct—aside for cotton had an upper
limit of 33-1/3 percent of the allotment. The national base allotment for 1971

was increased from 1.1 to 11.5 million acres.

tueh of the House Comaittee's slow deliberation stemmed from indecision
on payment limitations. Doth Congressman Conte (Rep. Mass.) and Findley (Rap.
I11.) were picking up support for their stand for tighter payment limitations.
Lven opponects of payuwent limitations were conceding the political necessity
of peyment limitations in some form, Eventually, a compromise of a flat
$55,000 per person under cach (wheat, feed grain, and cotton) program was agreed
to by the leadership of both parties. Only then did the House Agriculture
Conmittee vote out 27:6 the long debated farm blll, The House passed the bLill
August 5, 1971, by a wide margin 212 to 171, beating down attempts to amend

the paywent limitations and other provisions.

The Senate Agriculture Committce showed dts distaste for the House
'

'concensus” bill by approving a sharply conflictiag one: for wheat it was

basically a one-year extension of the 1965 Food and Agrizulture det, with

3

referendum in Wwhich producers would decide between further extensien and
the House-approved bill for 1972 and 1973; it introduced minimum loan rates
for feed grains ($1.00 for corm) and wheat ($1.25), and parity ian the payment
formula for feed grains and cotton, For cotton it rvetained marketing quotas,
enlarged the paying-base and lowered the maximun set-aside, The Senate agreed
to the $55,000 paywent limitation which had already lost much of its forece

as an issue,
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Budgetary over-runs, which nad already been nudged by concéssioas by the
sdministration in the House bill, was the major argument offered by the
adminis:ratibn in opposition to the Senate version, The unpl; T uaderstand=
ing with the White House in the long negotiations was that the President was
preparcd. to spend no wore than the ‘current level=~about $3.3 billion.
Undoubtedly, the pending election brought forth more than the usual rihetoric

in the conference debate, However, both parties wanted to avoid a
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because without a bill the permanent legislation went into effect.  In

fact the wheat referendum, a provision ¢f the permanent lezislation was de-

layed twice by Congress anticipating that a mew bill would pas

Finally, an "acceptable" compromise did emerge, ou October 7, 1973, moscl;
in favor of the House version, The Scnate blocked a finzl voce on the bill

until after the November electiocn.

"Is it a good bill

In & White House press confereace {October 15 1876y,
P s

5ir?" was agsked Secretary Hardin. His veply was:

"We think it is, generally, yes.
would prefer to te differeant, guite a few. But let
way: It is acceprable, we think it is workible, we
the next three years that if it oass=" it will belyp
economic pesition of the faruers.

On Deceaber 1, 1970, over 14 wonths after the Sceretary presented his
initial outline of the Sciw-Aside Proposal to the House Agriculiuval fLou-

mittee, President Nixon signed the 1570 Agricultural Act, At ¢

mexbers of Congress were present to witness the culmivation of

Bvaluatine the 1970 Act

With the broad discretionary powers in the administration's early yre-

posals, the Secretary could have developed prograws that would have constitutad




provious ones, Hest of this flexibility to manage

the etruggle to get a bill passed. Although the

row features, the administrative discretion to

500 &

ey progrem provisions proodably became more restrictive than under the

1965 Act {Tadle 1),

w3

e 1870 Act continues to vely upon direct government payments to induce
producers to voluntarily divert acreage from crop productlon, This is done

on an annval basis, thereby providing some measure of year-to-year aggregate

ant but no permanent solution to the undexlying problems.

had been replaced with progrows that permitted lower loaw rates that were more

;tent with expert prices. The 1970 Act continues this trond toward nore

tution dut on different frents. In fact, mininum loan rates in

the new Act are more rigid than had been true under the expiring Act. The
new markel orientation is primarily in the increased flewdibiliry the Act pro-

vides individual producers,

The main ways dn which the 1570 Act differs from the previous legislation
ered in relation to the three broad, and often conflicting, ob=

1/

e programs: market-oriemtation, budget costs and farm income,~

¥arter«Crieontation

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

policy objective, is to have domestic prices consistent with world prices,

1/ Cons i
ner the 1570 Ac

ces would normally be a comsideration but it is doubtful
% +
to zire 1965 Act.

will have any measurable Impact on consumer prices coumpared

B G St it el et s e ]
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Table 1

Comparison of Key Provisions

1965 Act 1970 Act .
Provision {1970 Prograum) House Bill (1971 Program) .
1. Minimum National loan
Rate

a. Wheat ($/bu.)

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

c. Cotton (¢/1b. net
weight basis)

a. Discretionary mininum but
consistent with world prices &
lean rate for feed grains.
(1970 = $1.25)

b. Discretionary minimum but
loan plus payment nust be at
least 65% of parity on projected
production from 807 of feed
grain base. (1970 = $1.05)

c. 90% of estimated average

world price (1970 = 21.6¢)

a. Same as 1965 Act.

b. Discretionary minimum.

¢. Same as 1965 Act.

a. Minimnm of $1.25 per bu.
(1971 = $1.25)

b. Minimem of $1.00 per bu.
(1971 = $1.05)

c. 90% of actual 2-year moving
average of world prices (1971
19.5¢).

2. Mawinum Acreage Diver-
sion or Set-Aside
Requirement¥®

a. Wheat (perceunt of

allotment based on domas-

tic food consumpticn.)

Y. Foed Crafns (per-
cent of base acreags)

c. Cotton (assuning
115 wil, ac. alletvent)

a. Discretiovary with uno rax-
imum. (1579 equivalent to 70%
set-aside rate)

b. Maxlmu egual to 50% of
feed grain base., (1970 = 20%)

c. 12.5% of national allotment.
Yor the wiad ational allot-
acnt of 16 mil. ga., this would

beoequlvatent o 17,90 of the
s allotacut

[;

YILS wilk,
fn 14/l

a. Same as 1965 Act.

L. Diseretionary waxluun.

c. Maximunm of 33.3% of
base allotmont,

1973

a. Maximun of 13.3 wil. ec?\;P
1971 & 15 mil. ac. i 1972 &1

equivalent to about 83¥ of
dowmestic allotrent but an esra
lished sunmer fallow farm with
55% or more of fts cropland in
sumaey fallew will not be re-—
quired to set-aside additional
acreage.

(1970 = 75)

Bi{11.

b. Same as House (197} =

20%) .

of base
00)

¢, Maxinun of 28Y

(1971 =

alleurent,
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Provislen o _

3. Payment Ratc (the rate
paid per bu. or 1h. on
the paying-basce {or each
commodity )t

a. Wheat (S/bu.)

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

¢. Cotton {¢/1b. net
welght basis)

-~ sdon.

1965 &
1970 Prop

fouse

1970 ac
(3971 p

a, Difference hetween 100X of
parity and the natienal loan
rate. (1970 = $1.37)

b. Yayment plus lozn = 65 to
90% of parity ou 807 of feed
grain base. Pavieent adjusted
to 50% of feed grain base.
(1970 = $ .30)

c. Payment plus leoan = 65 to

90 porcent of parity on national
allotment minus required diver—
Poyments - adjusted to
smaller domestic allotment.
(31970 = § .18 on projected pro-
duction from a domsstic allot-
mont of 11.1 mil. ac.)

marke

a. Difference between
1037 of parity and the
naticunal average warket
price received by farmers
during the first 5 months
of the marketing yearx.

b. Payment plus the nat-
jonal average market price
received by farmers during
the {irst 5 morths of the
marketing year, eguals at
least $1.35, but canuot be
less than $§ .32.

c. Payment plus national
average market price in the
first 5 wonths of the

ting year.equals at
least § .35, but payuent

caznnot be less than § .15.

a., ‘Same as House Bill, (1671:
$2.93 minus average market pri
in first five months).

b. Same as House Bill, except
$ .32 mininun reduced propor—
tionately if sct-zside rate is
below 207, (A provision to rail
the $1.35 if 70% of parity
exceeds $1.35 is not expected
affect payments.) (1971 = at
least $ .32)

c. Same as House Bill except
target price will equal masizu
of $ .35 or 65% of parity.
(1971 = at least $ .13}

*Woluntary additional diversion {extra-diversioun) programs were discreticnary for all three commodity programs under the

1965 Act, and are also permitted under the 1970 Act.

1970 but was not offered in 1971.

#:The paying-bases are essentially unchanged from the 1963 Act:
: -Maxinum of 535 wil. bu. or estimated domestic Efood consumption.
~Prejected producticon from 50% of feed grain base acreage,
-Projected production from base acreage allotment,

¥n 1971, the allotment is 11.5 mil. ac.; in 1972 and 1973 it can be adjusted but the payment

Wheat
Feed Crains
Cotton

Fxtra—diversinn was available to wheat and feed grain producers in

LT 4

rate is zlso adjusted so that the effective paying-base is constant.
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Presumably this will lead to cxpanded exports without the need for
subsidies which run counter to & ldberal trade poliey. V¥or praius,

Act offers no dmprovement ovexr the 1965 Act on this score because the

rates which essentially set a floor under market prices canmot be xeduced further,
But for cotton, the loan rate for 1971 is about 10 perceat lower despite the néw

i/

formula determination.,~ .

Another dimension to market~orientation relates to flexibility of dscisiurn
waking at the farm level, The wandabory cotton program with its penalties for
overplanting is replaced by cpen-end cotron planting so

can expand producticn without amy limits imposed by the

after sct=aside and conscrving buse requirements are wot,

paying-base downward the cotton program can be managed to permit coniraztion of

production in high~cost producing areas without any income losscs and probabl

g

Py

some modest galns to producers im these arecas. Tne previous reztriccions on

ST gud Jead grales

the acreage program participants could plact to grains (wr

separately when there was 00 substitution) are wemoved,

has authority to reinstate them. Removing such acruage

individual producers much greatexr freedom te adjust operations to wiat

]

consider to be the optioum wix of crop enrerprises and this Incress

1lity should permit sowme improvement in resource allocation. Once
diverted land for vequired set—-aside and conscrving (bsse) uscs, he can plant

whatever mix of crops he wants except for the minor ones that are s

controlled {rice, peanuts, sugarcanc, extra

&

This will wean substituting more profitable erops like corn and wheat fov
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warginad ones like oats, flax, and even for foxage ¢rops and pessibly some

Unwrapping the maximum grain acraage coastralnts is certainly a mova
toward allowing warket forces to work but not all observers hava agresd that

this wmuch responsibility should be put in the hands of the market.. In part,
this can be attributed to 35 years of individual commodity controls, and

concaxn

0

bout vear-to-year balances of individual crops. Dut it also expreases
a legitinate question about whether the program as designed will be able to

control agpregate crxop production, and at what budget cost.

Budeot Cnsts

& wmajor problem with the 1965 Act was the escalation of p“O"Laﬂ paynents
which increased frowm $2.7 billion {n 1066 to $3.3 billion in 1969 and 1570, 4s
originally proposed, the sct-aside program would have had relatively lictle
difficulty achieving the desired level of supply management without escalating
tudget costs., Harly versions of the House Bill included tha concept of defi-
cievcy payments used ig the wool program., The idea of basing payments on the
difference between fixed target prices (unrclated to parity) and actual market
prices was largely scrapped in the final bill, -This ould have placed an upper

lid oun paysents (except for any extra~diversion that would have baen required)

o

an

ia years like 1970 when market prices were high, budget savings of $1 to §2
1/

billion could havae been vealized Cotton and feed graln duterests provented

aegotiations Lhan

evels, Un g cruclal
pand about the

zare 1971-73 on dncoma payments

but without en escaiation provision” (Houss Repoxt,

irgs arae unlikely although it 4s doudtful whether

:d & ceiling 4f it fails to conirol production

C acquisitions.
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potential savings by obtaining minimum payments near 1970 rates.
agree to whooking frow parity altheugh parity later crept iate the Ack, but

in & way that should not escalate cotten and feed grain poyuments througt

1973 crops., Wheat producers, in coatrast, fought for and got full pariry

on thelxr paying-base but conceded on the option of a guaranteed miniwun,

previously used for low-value crops and additicnal acreage comirg iatae pro=-

muin required scoeaside

duction, However, Congress added relatively low max:

rates, especially for cotton, None was added for feed grains but an cotnonie

maxiwum exists beecause at a fixed payment rate fead grain

tion will fall as the required set-sside 1s enlarged. Ia addition,
ference committee added a provision which limits ro 55 percent the amounc of

laud established swmmer fallow farms wust have in fallow. Many sueh farcs

will be nearly exempt from any contributions to supply sanagement,

they will continue to recedve full benc Finally, cthe normal

bases which already have been substantially reduced

further especially in statev dn which

L

to be reduce

tiously retalned, The future ercsilon could result in

being added to exoppable acreage. In combinatvion these
P &

a gaping hole in the sunply management povwers of the
out to be the case, aud given the minimum loan rates

ment could face much hi

-
-
T
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ner program costs than

acqulsitions or more probably by beiny forced

through the extra-diverslioa provisicns of the




14,

¥
.

jmagine a total payment cost well In excess of $3,3 tillion. Barring this
cventuality, however, the 1970 Act scores satisfuctory on budget cests. Due
tv the corn blight no axtra=-diversion wag necessary this year and payments
will be $2.8 billion or less which will help offset any excesses the next two

years,

Fara Income
LAY

If payments are comparable to racent years, and with loan rates for grains
maintained, it scews safe to conclude that incomes. for most farmers who benefit
from the program will be naintuined and perhaps improved., In addition, there

will be sowe savings to farmers from more efficient enterprise cowbinaticns,

And, the $55,000 paywent limit will have negligible effects on aggregate farm

One of the wesknesses of previous legislation that the 1970 Act retalns
is the uneven distribution of paywments among programs., The direct payments
for cotton and wheat are substantilally larger than would be needed to obtain
the realized degrees of supply management (acreage diversion), meaning that the
peymeats have a major element of income transfers. This transfexr is firmly
cubedded because both programs have upper limits on tha acreage that producers
are required to set-aside to receive payments (Table 1). Since the feed grain
payments ave principally for supply management, there is a major inequity
among programs and geographic regions, There arg several ways to measure the
inequity. Estizates of incowe transfer provided by Sccretary Hardin in testi-
=y before the Senate Appropriations Committee {Juae 4, 1969) indicate that
in 1963 cotton payments were two-thirds :ransfer; wheat payments one~half, but

feed grains only about ome-tenth {Tabie 2). - fnothex indicator is the size of

TERE YRR R e 'y
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TABLE 2

Measures of Equity Among Producers

Payments
Pereent incoae
I H
$/ac. se't—asidey Z of crop valuef—/ ’ supplazan:y
Crop (1971 crop) (1576 crop) { (1965 crop)
Wheat 61 c47 &9
Feed grains 60 22 11
Corua 66 22
Sorghum 42 30
Cotton sousf 86 63

_a_/ Based on wmost recent published sources of tiie U.S. Department oF
Agriculture,

b/ Testimony by the Secretary of Agriculture before the Senate Appropria-
tiens Committee, June 4, 1969,

iuced to $I48

&/ The cotton pdyments payments per acre would have be 4
can iwun instead

if the set-aside rate had bcen set & the 28 percen
of 20 percent.
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goynents per diverted acre. Based on the 1971 programs, cotton payments pev

verted acre will be ncarly seven times larger than feed grain and wheat pay-
ments, And if feed grain and wheat acres were adjusted'for differences in
productivity, the paymént per acre would be substantially higher for the lat=
te¥, A third measure is the relationship between paywents and the value of
the crop. In 1970 cotton payments were over four~fiftns the value of cotton
production, whest about cae~half and feed grains omly about one~fifth, While
these three measures ave only indicators, and will vary from year-to-year, it

seems evident that cotton producers, and to a lesser extent wheat producers,

[

¢ceive a bounanza cowpared with feed grain praducers,

The $55.000 Pavment Limiration

Tne high payments to individual producers Is the feature of farm programs
that has sttracted the wost public attention inlrgcent years, Congress was
determined te adopt seme type of limit on individual payments, Despite the
strong support for a maximum on payments, the $55,000 per crop Iimit that was
adopted wus disappointing to those who sought a lower limit, Moveover, the Act
containg libeval lease and sale provisions for cottom, This together with ocher
ways of avoiding the limit will alwost certaialy make the $55,000 ceiling inef-
fectual in reducing total payment levels, What was toutaed by some as a potanw=
tial budget saving of $72 million (based on 197¢ program) will turn out to be

s negligible amount, Experience with this rclatively high limit should provide
‘

better hnowliedge on which to establish future payment liwits, Congress has

again revived ifs interest in this controversisl issue. The House recently

anended’ the Agricultural Appropriation 311l with a $20,000 per crop limit. The
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Inplications F;; the West

The importance of comdicy.programs especially for cotton and whzat
are subs:;;ncial for the western statés (Table 3). In 1969, western growers
recelved 16 percent of total U.S. cotton payments, 25 perceat of the tocal
wheat paywents, and only 3.7 percent of the total feed grainm poyments. Ia
two of the states {(Montana and Colorade) fartm prograti payments amount o

70 percent of realized net farm income from all other sources. Thre
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(Wyoming, New Mexico, and Arizona) show program payments exczeding 40 percent

of their vealized net farm income, Califoraia has the least direct dependance

on government farm progracs with payments {(mainly cotton) acc

percent of the state's ¥eallzed net farm income. In 1909 cotton poyments in

the West exceeded $135 million, feed grain payments were $61 million and whest
? < veys

payuents were $217 million, Totasl farm proglam payzeats 1o the 1) western

states exceed $0.5 billion and amount to 2V percant of realized wet fars

incoma,

The elimination of marketing quotas and penalties in the 19
wean expanded cotton plantings in the West at the expenze of sonme of the less

efficieat producing regions. ilowever, as of July 1, cotten

in the Southeast and Delta region was estimated at 6,3

1970, Upland cotton acresage in the Southwest was only

The 1970 Act was passed too late in the year to allew wintor wheat

producers to take advantage of the increased flewibility din the Aer. S

wheat producers did have the opportunity and based on July I estimates, &3

percent wore acres were plaanted than in 1970. 4 special winter wheat planting

intentions survey indicated that 1972 acreage will be 8.4 perceant n

indiecating that there will be some expansion of wheat acresgs. Tue Pazis
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* TABLE 3
Government Payments, By Major Comwodity
Programs, Western States, 1969
Pavments (mil, §) ALl payments
Total all as % of
Cocrton Feed grain Wheat farm af realized net
SYOOTLD prosran PYOSYam progyan farm incnmc__/
Montana 4,7 63.9 80.1 72,7
ldahe Zeh 31.0 46.1 6.0
. 0.9 3.5 14,3 56,3
19.8 33.0 66.5 76,7
13.3 12,2 8.1 41.6 49,4
39.8 3.3 1.1 47.8 42.5
1.2 4,7 1.8 31.0
6.3 0.4 1.9 13,1
1.9 47.9 56,9 25,6
2.0 17.0 24,3 38.1
81.5 13.1 6.3 123.2 13.4
t Toral Vestern
| staces 134,98 61,6 216.8 514.6 27.1
Toral V.S, §18,1 1,643,3 857.5 3,793.7 3047
yWENts to
Western States
as % of Total
U.S. Pavments 16.3 3.7 25.3 13.6

a/ Includes cotton, feed grains, wheat, comservation, sugar, wilk indemnity, soil bank,
Great Plains conservation and cropland adjustment, ’
%/ Excludes payments from realized net Income,
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Northwest 16.a prime area for greatdy wheat acreage at the

valued crops. Producers dn that area planned to glant 13 percent wove wheat
in 1972, hen this is cowbined with the reduced set~aside roguirexenis i
summer fallow farms, it scews reasonable to expect produccrs to expand grain
production substantially in the Pacdfic Novthwest and other suumer fallow

regions of the West.: '

Given the rather ldmited export markeus for Pacific Horthwest wheats,
expanded grain production in this area may provide a more stsble base for

livestock operations which have in the past been hindered by a lack of relisble

grain supplies,

Taose who have become dissatisfi ittt farm prograns
Prog

lirtle conselation in the nev Act. of paymeant il

21

established but will have negligible budgetary saving. The act

considerable sdditional flexibility for dindividual and regional croppling

patterns, The costs are high in terms of foregone publiec progrems Thal wa

would give a higher prioricty. It holds out no hope for a
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ment from farm prograws, though its guarantec
“plte the payment limit, the very uneven distributlon of benefits will esarinue.
The fact that it exists is perhaps a tribute Lo vested interests and the in-
fluential positions of their spokesmen. Indeed, established }}’;’bli: SYGLYAND

have a durability that often defies rational explaenaticn,
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