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) CALCULATION OF RATES OF PAYMENT UNDER THE 
AGRICULTURAL CONSERVATION PROGRAMS FOR 1938 AND 1939 

Apportionment of Funds and Calculation of Rates of Payment for 

“£938 : The Department of Agriculture Appropriation Act for 1939 appro- 

j —=—“pridtes: $500,000, 000 for payments to producers, including payments 

<< 

i under the naval stores program and in the insular region, and for ad- 

ministrative expenses in connection with the Agricultural Conservation 

Program for 1938. For calculating rates of payment, this total has 

been divided as follows; i 

Payments Under Conservation Program. « »« « e  $475,000,000 

Administrative Expenses; Washington 

Een EEG ERI A Mit AOA ie Mr ae ee a 5,000,000 

eee TL OSes ene Ghat a Mes ee «8 oe 10,000,000 

Reserve Fund Rey ee es Beas he ish et ce 10,000, 000 

Total UM RP Wales ee ss fa. BOOOSOO0S OOS 

The allowance for administrative expenses is determined in 

accordance with the provisions of Section 392(b), Title Li Of ine 

Agricultural Adjustment Act of 1938, 

The reserve ae has been sct up to cover the cost of developing 

the regional laboratories provided for.in Section 202(a), Tithe Il jver 

the fee waa nicad Adjustment Act of 1938 and to provide a sum that can 

be used in meeting any other contingent expenses that may be incurred 

in 1938, Ni 

The Shgiri bition of the funds among the several commodities, in-.: 

cluding payments under the naval stores program and in the insular 
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rep iegy aria been determined sn accordance with the formula laid down 

in Section 104 and the proviso that no rates shall be reduced more than 

10 percent below the rate originally announced before the passage of 

the Aes ee 3s contained in Section 105, Title I, of the Agricultural 

Adjustment Act of 1938. 

Section 104 reads:+ 
aaa a 

"The funds available for payments (after allowing for estimated 

administrative expenses, and not to exceed 5 per centum for payments 

with respect to range lands, noncrop pasture lands, and naval stores) 

shall be allocated among the commodities produced with respect to which 

payments or grants are to be computed. in allocating funds among the 

commodities the Secretary shall take into consideration and give equal 

weight to (1) the average acreages planted to the various commodities 

(including rotation pasture), for the ten years 1928 to 1937, adjusted 

for abnormal weather and other conditions, including acreage diverted 

from production under the agricultural adjustment and soil conservation 

programs; (2) the value at parity prices of the production from the 

allotted acreages of the various commodities for the year with respect 

to which the payment is made; (3) the average acreage planted to the 

various commodities during the ten years 1928 to 1937, including the 

acreage diverted from production under the agricultural adjustnent and 

soil conservation programs, in excess of the allotted acreage for the 

year with respect to which the payment is made; and (4) the valuc based 

on average prices for the preceding ten years of the production of the 

excess acreage determined under item (3). The rate of payment used in 

making paymonts to the producers of each commodity shall be such that 

the estinated paynents with respect to such commodity shall equal the 

anount of funds allocated to such commodity as herein provided. Yor 

the purpose of allocating funds and computing payments or grants the 

Secretary is authorizod to consider as a commodity a group of con- 

nodities or a regional or market classification of a commodity. For 

the purpose of computing payments or grants, the Secretary is authoriz— * 

ed to use funds allocated to two or more commodities produced on farns 

of a designated regional or other classification to compute paynents 

with respect to one of such commodities on such Fariowerer . 

“a7 

Section 105 reads: 

"Notwithstanding (Section 104) payments with respect to farning 

operations carried out in the calendar year 1938 and based upon any 

soil-depleting crop for which special acreage allotments are estab- 

lished shall be nade at not less than 90 per centum of the rates announc-— 

ed by the Secretary prior to the enactment of this Act." 

The anounts available for paynents, acreages allotted, nornal 

yields, estimated percentage participations, and rates or payment by 
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connodities or by groups of commodities are summarized in Table I; while 

the basic calculation with respect to the portion of funds going to 

the several commodities in 1938 are shown in Tables II and III. ay 

-. The amounts available for paynents are adjusted for the esti- 

nated proportion of the funds for each commodity that will be necessary 

for the increases in snall paynents provided for in Section VO? eT tos 

of the Agricultural Adjustment Act of 1938. ‘The adjustment factors were 

- estinated on the basis of tabulation showing the number and size of 

paynents by regions under the Agricultural Conservation Progran for 1936. 

The adjusted amounts available for paynents, after allowing for the in- 

creases in snall paynents, are entered in the third colunn of-Pableyl. 

The acreages allotted for cach commodity, or the estinated acre- 

ages that can qualify for payment, are shown in the fourth column, the 

estimated percentage participation in the fifth column, and the normal 

yield per acre in the seventh column of Table I. 

The acreage allotted times the normal yield times the estimated 

percentage participation divided into the adjusted amounts available 

for payments gives the payment rates per unit of yield for the ‘several 

commodities, and these payment rates are shown in the eighth or final 

column of Table I. Rates shown in this final column are the rates 

announced in the 1938. Agricultural Conservation Program Bulletin, as 

amended April 16, 1938. 

An allotment of funds for the payments with respect. to restora- 

t40on land is not shown in Table I. But since most of the acreage which 

is boing designated as restoration land would otherwise qualify in the 

1/ ~The calculations in these tables are based on data available as of 

September 1, 1938, some of which are still subject to revision. 
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non-depleting classification, the savings with respect to soil-conserving 

payments will be sufficient to allow a payment of 50 cents por acre of 

restoration land. 

‘Tho basic calculation with respect to the proportion of the funds 

going to the several commodities in 1938 is shown in Table II. ‘The 

basic data with respect to acreage in the ten-year period 1928-37 and 

the percentage distribution of the proportion of the funds allocated on 

this basis are shown in columns 1 and 2. The parity value calculations 

are shown in columns 3 and 4, the acroage sacrifice calculations in 

columns 6 and 7, and the value sacrifice calculations in columns 8 and 9. 

To obtain the basic allocation, these four percentage distributions are 

averaged, and this average is shown in the tenth or last column. 

It may be noted, however, that no acreage item is shown for com- 

mercial vegetables, and that the value item includes only the estimated 

value of commercial vogetables after deducting a value per acre equal 

to the average value of the other crops in the general soil-—depleting 

Sroupe The vegetable item is handled in this manner since-vegetable 

land is included in the general soil-dopleting allotment and receives 

both the regular allowance on the acreage in this allotment and an 

additional $1.50 per acro to allow for the higher value per acre of the 

products produccd on vegetable land. 

The rates of payment with respect to range and noncrop open 

pasture land are the same as the rates originally announced on October 23, 

1937, while the rates of payment with respect to naval stores are the 

samc as those announced on October 16, 1937, Five percent of the funds 

availabilie for payment is allocated to these items, as provided fomran 

section 104, 
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The amounts available for payment to the+several Somsatrted as 

indicated, by the average Rorcentaee Dee eee eros cues in Table 11) 

are shown in the first column of Table III: while the amounts actually 

allocated for payment and used in the first column of Table I are shown 

in the last column of Table III. Only $473,500,000 of the $475, 000, 000 

total available for payments is distributed on the basis of the percen- 

tages calculated in Table II, since an additional allocation of $1,500,000 

to commercial potatoes and two types of tobacco, dark and Georgia-Florida 

Type 62, is necessary in order to maintain the rates for these commodi- 

ties at the level provided for in Section 105. The allocation of this 

additional sum is shown in the second column of Table III. | 

The amounts shown ae the first column are also subject to three 

further adjustments, in line with the provision in Section 104 which 

authorizes the Secretary "....to use funds allocated to two or more com- 

modities produced on farms of a designated regional or other classifica- 

tion to compute payments with respect to one of such commodities on such 

farms ....' These include: 

(1) <A transfer of $3,432,000 to cotton, flue-cured, Burley, and 

dark tobacco to offset the effect of subtracting one and one-half times 

the acreage of these crops in the Class B area from-the:total cropland 

in order ‘to obtain the acreage in other cropland cligible for payment; 

and the transfor lof $2,573,000 from the ees diversion elassification 

to cotton as an offset to the sum seu hd ey subtracting one and one-fourth 

times the acreage of cotton in the Class A area’ from the total soil- 

depleting allotment in order to obtain the soil-depleting acreage cligible 

for the general diversion payment. 
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(2) A transfer of $20, O54, 000 from the non-diversion general 

classification, and of a4, 087, 000 ‘ata ‘the non-depleting classification 

to ihe aerate: FORE ee eon general and non-deple ting Glausi ficataen 

as a cover for the Hone rereton general screage end the portion of mere 

non-depleting eerelee Aneluded in this combination or purposes ‘of pay- 

ment. | | 7 ; 

(3) A fare of $1, 250,000 rons corn to * the general diversien 

elnesi mt oation rial Aerie to allow for an increase of approximately 5 per- 

cent. in the procure” indices Sei rates of "payment 0 on general ¢ diversion 

acreage fre the commercial? corn area. This Be ye: was made since ee was 

eorieates” that ; a lightly vee sum was available for corn than was 

required for estat og the 10-cent- -per-bushel Poe ite the oatinnten 

participation of slightly aan ie ehivde of the corn acreage, ee since 

it was veld eyed? Dat no increase in the general ‘versie Pate in he 

commercial - corn area, where goneral crops and corn are usually grom in 

combination, would tena to result in an Snerescea participation and a 

more effective prose vel aunt of the one vole 

“ & 

as aac og aie Aides Sera tae args Melber gS eR go EET OMS eS ALN ASKS BLOG 

ooo ss athe tentative rates of payment under the Agricultural: Conservation 

Program for. 1939,.as announced August 16, 1938, were calculated on the 

same basis and in the same manner as the rates of payment: for 1938,: 

The calculations of the tentative apportionment of funds as be- 

tween the several. commodities and groups. of commodities are shown in 

Table IV. (which is similar to Table II). The data used in these calcula~ 

tions are the.same as the data used in calculating. the 1938 apportionment, 

except that: 
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(1) An additional’.3,250,000 acres of summer fallow has been added 

to the non-depleting crop:acreage in column 1, in order to allow for the 

inclusion of an acreage of summer fallow which was classed as novutral 

and excluded from the calculation of the soil-conserving allowance in 

1938, but which will be: considered in calculating the soil-conserving 

allowance in 1939, . 

(2)- Commercial peanuts, which were carried as a separate com— 

modity in 1938, have been incivuded in the general non—diversion classifi- 

cation for 1939. If a special allotment is established for peanuts in 

1939" a separate allocation and rate will be computed. 

(3) The acreage allotment for wheat has been decreased from 

62,500,000 acres for 1938 to 55,000,000 acres for 1939: the aggregate 3) 

acreage allotment of tobacco has been decreased from 1,587,000 acres in 

1938 to 1,525,000 acres in 1939; the. rice acreage allotment has been 

increased :from 850,000 acres for 1938 to 900,000 acres for 1939: anc. the 

acreage allotment for general diversion crops has been increased from 

O24; 000, O@0 facres in 1958 to 1063750,000 acres for 1939. With the 

exception of cottom and wheat, the acreage allotments used in these cal- 

culations‘are tentative and not to be considered as final. 

(4) The average prices used in calculating the value sacrifice in 

column 9 have been brought forward one year by averaging in the estimated 

prices fon. 1958 and dropping the prices for 1928, 

- The tentative calculation of the rates of payment under the Agricul- 

tural Conservation Program for 1939 is shown in Table V (which is similar 

to Table 1). : The allocation of funds to the several commodities as shown 

in the first column, ‘is calculated directly from the percentages shown in 

Column lOvorf Table IV, with the exception of the transfer of tho funds 
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allocated to 50,000,000 acres of non-depleting cropland to the combined 

non=diversion general and non-depleting classification:: That is, the 

transfers used in arriving at the sums to be paid across on several of the 

commodities in 1938 have’ been eliminated for 1939, The small payment ad- 

justment factors used for 1939 are the same as those used for 1938, and 

attention already has been called to the estimated changes in acreages 

alTotted for 1939 ‘as compared with 1938. The tentative estimates of par- 

ticipation for 1939 are based upon current information with respect to 

participation in the Agricultural Conservation Program for 1938, with - 

allowance for the earlier announcement of the- program for 1939 and for 

the effect of the additional parity price payments that will be available 

for ‘corn and wheat in 1939. 

It will be noted that the estimated participation and rates of 

payment per unit for each of the commodities or groups of commodities 

are stated in terms of an approximate estimate, or a range, and that 

the several types of tobacco are grouped under a single head. As in- 

dicated in the title of both tables IV. and V, the calculations for 1939 

are tentative and will be subject to some: revision after the several 

acreage allotments are finally determined and certain additional data 

are obtained, The acreage allotment for torn in the commercial corn 

CLO. COL example, cannot be detcrmined exactly until the size of the 

corn crop is: more definitely known than at present; and no attempt has 

yet been made to establish goals or acreage allotments for each of the 

several types of tobacco for which special bases are now being carried, 

but it is assumed that the allotments will total about 4% less than in 

1938. The estimated participation for the several .commodities are 

tentative, also, and it is quite possible that more precise estimates 
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can be made after better information is available with respect to partici- 

pation under the Meee ce ay Conservation Program for 1938. 

It is believed, however, that the formula for apportionment of 

funds as between the several commodities is sufficiently stable and 

that the estimates with respect to the small payment adjustment factor, 

acreage to be allotted, probable participation, and normal yields are 

all sufficiently close so that the final rates of payment for 1939 will 

fall ‘within the ranges indieaved for corn, cotton, wheat, and rice, and 

very close to the approximate rates indicated for the other commodities 

in Table V. 

A comparison of the sums finally allocated to the several com- 

modities for 1939 (first column, Table V) with the sums allocated in 

1938 (first column Table I) will indicate that the sum allocated to wheat 

has been increased, while the sum allocated to cotton, corn, and general 

een crops has been decreased. 

| Of these changes, the increase in. the sum allocated to wheat is 

chiefly due to the decrease in the allotted acreage from 62,500,000 to 

55,000,000 with the consequent increase of the acreage sacrifice from 

85,092, 000° to 15,592,000 acres, although some part of the increase is 

also due to the increase in the allotment of general diversion crops 

which reduces the funds allocated to this classification and results 

in a slightly greater Bt nenton to the several special crops than 

would have otherwise been the case for 1939, The decrease in the funds 

Bidocated to corn is due to the increase in the allocation to wheat, off- 

set in part by the fact that no funds are transferred from corn to the 

general diversion classification. The décrease in funds allocated to 
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cotton is.due to the change-in the wheat Bene allotment, and to the 

fact that no funds are transferred from the diversion one non-diversion 

general classificationsas was the case in 1938. The elimination of this 

transfer does not affect the amount of money allocated to farms in the 

Southern Region, and it will be noted that the pice tien to the general. 

end non-depleting classification has been increased as compared with 1938. 

The reduction in the cotton rate of paynent from 2.4 conusiig 

1938. to 1.8 to 2,0: cents in 1939, it should be noted, is duc to (1) =the 

decrease in. the sum allocated to cotton, and (2) the increase in oe 

estimated participation from tho 79.5 percent uscd in calculating the 

rate of payment for 1938 to the 86.0 to 95.5 percent eetinatense 

cated for 1939. ‘Participation was only about 60 percent in 1937, and 

this, together with the drastic cut required Ant Reese tree acreage 

allotments would not. be available until planting time was well started, 

all combined to suggest that participation would not exceed 80 percent 

for 1938. . Actually, however, current indications are sa spiye partici- 

pation will be about equal to or above 90 percent and that the actual 

amount paid on cotton under the 1938 program at the 2.4-cont rate will 

be above $140,000,000. Had participation for 1938 originally been esti- 

mated at. 90 percent, the $120,000,000 directly eieeotee. to ene n would 

have resulted ina calculated rate of about 2.0 conts nen pound, aires 

the $125,500,000:allocation (which includéd tho funds toanererted from 

general crops to cotton) would have resultcod ina rate of Sto pa cents 

Der Vou. 
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PARITY PAYMENTS ON THE 1939 CROP 

Section 303 of the Agricultural Adjustment Act of 1938 authorizes 

the making of parity payments to producers of cotton, wheat, corn (in the 

commercial corn-producing area) rice and tobacco, in order to provide 

returns to such producers as nearly equal to parity price as the avail- 

able funds will permit. The sum of $212,000,000 has been appropriated to 

make these parity payments in connection with the 1939 Crop. 

The appropriating legislation provides for dividing this sum among 

these five commodities in the following manner: 

1. One-half is to be apportioned among the commodities in proportion 

to the amount by which the returns from each commodity fails to 

reach the parity income. 

&. One-half is to be apportioned among these five commodities in the 

Same proportion that they share in the allocation of funds under 

the Soil Conservation and Domestic Allotment Act in connection with 

the 1939 Agricultural Conservation Program. 

It is provided, however, that the rate of payment for. any commodity 

shall not exceed the amount by which the average farm price for the 1938 

crop up to January 31, 1939, falls below 75 percent of the parity price. 

Any funds which otherwise would be allocated to a commodity, but are not 

needed for such commodity because of this limitation, will be apportioned 

among the other commodities so as to provide returns equal ‘as nearly as 

possible to a uniform percantage of the parity price up to 75 percent of 

the parity level. The parity income for each commodity is to be determined 

on the basis of a normal year's domestic consumption and exports and the 

parity price. In determining income received from each commodity the farm 
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<a 

price to be used is the average for that part of the marketing year 

ending January 31, 1939, These parity payments will be made on the 

normal yield of the farm acreage allotment established under the 1939 

Agricultural Conservation Program, provided such acreage allotment 

is not exceeded. 

Although the final parity payment rates for 1939 can not be 

determined until after January 21, 1939, it is estimated that the cotton 

rate will be between 1.8 and 2 cents per pound, the corn rate (in the 

commercial area) between 5 and 6 cents per bushel, the wheat rate between 

1O and 12 cents per bushel, the rice rate between 12 and 15 cents per 

hundred pounds, while it is probable that no parity payments will be 

made on tobacco as farm prices will apparently exceed 75 percent of the 

parity level. 
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