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WHEAT is one of the oldest cereals
known to man. Most countries of the world
produce some wheat, the largest volume food
in world trade. Every state in the nation
produces some wheat, although production is
very small in New England. Kansas, North
Dakota, Oklahoma, Nebraska, and Montana
each produced more than 100 million bushels
in 1958, Kansas leading with nearly 300 mil-
lion bushels. In the same year Oregon, Wash-
ington, and Northern Idaho produced about
111 million bushels, of which Oregon pro-
duced about one-quarter.
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PART-TIME and inadequate size farms constitute one set
of problems. Commercial, family farms of adequate size
are another problem.
Over the last several decades adoption of new technol-
ogy in agricultural production has greatly increased the
output per acre and per man. The end of increased pro-
duction is not in sight. In fact, still greater production
is assured.
Although per capita consumption of most all other goods
has changed in the United States over the last 50 years,
very little change has occurred in the total amount of
food eaten per person, despite larger incomes, more ad-
vertising and promotion, better foods, food fads, and
changes in diet. The human stomach has not changed its
capacity over the years.
The agricultural industry of the United States is pro-
ducing too much for available markets, and it will con-
tinue to do so for some time unless adjustments are
made.
If production and consumption are to come into balance,
principal choices are: (1) increase population; (2) in-
crease exports; (3) reduce production; or (4) combine
these methods.
In a capitalistic economy, products which are scarce
stimulate higher prices and larger profits. But agricul-
tural products are in abundant supply, so economics
would indicate lower prices and smaller profits. Alterna-
tives are: (1) ignore economics and pay money out of
the public treasury as is being done; (2) accept eco-
nomic laws and reduce quantities of agricultural prod-
ucts; (3) market to more advantage; or (4) combine
the three.
As money incomes go up in agriculture, competition for
land increases, and land prices rise. The increased in-
come is capitalized into land values. Land owners secure
the added revenue, thus nullifying to a large degree (and
entirely in the long run) gains in the form of increased,
farm labor incomes.
Are money incomes a sufficiently satisfactory measure
of real incomes to serve as the basis for large scale re-
distribution of national income by a government agricul-
tural program? Millions of workers, farmers, and non-
farmers, would not change their homes and work to ob-
tain higher money incomes available to them. They pre-
fer what they have and where they are to higher paid
work elsewhere.
Most of the programs are not intended to solve basic
problems of a single commodity, or of United States
agriculture. Consideration and appraisal of various pro-
grams have indicated strong points and weaknesses in
all of them.

Summary
Lowering food prices and expanding domestic demand
by raising incomes and improving diets are not by them-
selves a solution to the surplus problem.
Lower farm prices are not the answer. A large crop of
wheat would be purchased at lower prices than a small
crop, but the total value of the small crop would be
greater than the value of the large crop. This is also the
case for most agricultural products at the farm.
Dividing the wheat market into its various segments
(food, feed, industrial, export uses) could return farm-
ers much more for a crop than a single market would
return.
Rigid prices set above the equilibrium price are trouble-
makers for nonperishable productssurpluses accumu-
late.
Moving-average prices of recent years, without sup-
ports, would soon approximate equilibrium prices.
Forward prices would be equilibrium prices and would
not solve the wheat or agricultural problem for those
who think equilibrium prices are too low.
Flexible price supports tend to increase variations in
prices and production, because of the delayed response
of agriculture to lower prices. Averages of flexible
prices would approximate equilibrium prices.
Government removal of land from farming on a scale
to accomplish basic objectives probably is not presently
acceptable to the nation. However, it would reduce pro-
cluction to whatever levels were desired; in the long run
it could be relatively inexpensive because of future land
sales; farm income could be raised to desired levels;
administration would be relatively easy; and the pro-
gram would apply almost automatically to the entire
United States agricultural plant.
The Wheat Stabilization Act applies particularly to
wheat, which it would place in a relatively favored posi-
tion. It would not apply to the overall price-income-
surplus problem of United States agriculture, it would
increase wheat production, and its administration would
be difficult and expensive. However, it would remove
production controls and still reduce government stocks
of wheat, it would permit selling nonfood wheat for
feed at free market piices, and by government action it
would divide the market into segments to increase re-
turns to producers.
A compensatory price plan would be difficult to admin-
ister, costly on a continuing basis if it really increased
incomes, and would involve direct payments from the
Treasury. But it would provide abundant foods at free,
market prices; it might be adapted to all United States
agriculture; and money payments would be marie di-
rectly to farmers to supplement their other incomes.
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WHEAT SURPLUS has been recognized as a national
problem for many years, especially since 1951. This is be-
cause of the very large quantities of wheat and sizeable
government expenditures associated with its storage and
disposal. Few commodities have attracted as much atten-
tion from farmers, urban dwellers, the United States De-
partment of Agriculture, Congress, and even the Presi-
dent.

Quantities of wheat continue to increase in the United
States, resulting in larger stocks on June 30, 1959, than
ever before at the end of a crop year (Appendix Table 1).
Numerous wheat programs have been developed, many
have been introduced in Congress, and several have been
put into operation. Yet as more dollars are spent on wheat
action-programs, increasingly larger sums are spent trying
to sell or give wheat to other countries. The unavoidable
conclusion is that to date solutions to the wheat problem
have not been put into successful operation.

Thinking about agricultural action-programs of those
interested in problems of wheat and of agriculture in gen
eral can be divided into three categories. One group be-
lieves the solution to basic agricultural problems lies in the
government getting out of action-programs at once, and
leaving farmers free to operate their own farms as they
see fit and to sell in free markets. Members of this group
believe forces of supply and demand will solve the prob-
lem, since those who cannot succeed without government
action-programs will quit farming. The more who quit,
the stronger should be the position of those who continue
to farm.

A second group agrees with this, except it believes a
sudden stoppage of action-programs would result in se-
vere, economic hardship to farmers and to many others
who manufacture and sell large volumes of goods and
services to farmers. This group proposes a gradual elimin-
ation of supports, subsidies, and action-programs so that
in 5 or 10 years agriculture would be free to operate and
sell without government interference.

The third group believes the nature of agriculture is
such that without some action-program, incomes of com-
mercial farmers would be considerably lower than incomes
of men with similar abilities and investments in nonagri-
cultural activities--at least until population catches up
with food supply. A part of this group believes a prosper-
ous national economy is impossible unless agriculture is
prosperous. Others think farmers would live indefinitely
on a lower plane than urban dwellers who would continue
to have very high living levels. There are those who be-
lieve this disparity would be satisfactory to the general
public, but others think farmers are entitled to money in-
comes about equal to comparable workers in urban life.

These differing views, held by ordinary citizens and
also by men prominent in agriculture, exemplify the con-
fusion and disagreement about objectives for United
States agriculture since World War I. Hence, progress
toward a stable agriculture is made very slowly, if at all.
Yet decisions on (1) what is wanted, and (2) how to
secure it are fundamental to attaining solutions to the
problems of wheat and of national agriculture.

Introduction
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It would be fortunate, perhaps, if sociologists, econom-
ists, chemists, or some other scientists could answer ob-
jectively and scientifically the question of what is wanted.
But in our society citizens decide what is wanted, and the
hope is that they will eventually be well enough informed
to make the best, long-term decision for all coilcerned. Al-
though the scientist cannot answer the question of what is
wanted by the people, he can direct attention to this un-
answered question and supply data and discussion material
to hasten a decision. He can also help provide information
on how to attain the goal once it has been determined by
citizens and their Congress.

At least three difficulties have delayed scientific de-
cisions on what is wanted for wheat farmers and for na-
tional agriculture. First, data on agricultural income and
assets are inadequate on a national basis to determine the
real economic status of United States farm businesses by
areas, types, sizes, and characteristics of ownership and
management.1

The 1960 census will not provide the needed informa-
tion, especially for asset position. This is vital to a study
of income because a large income in one year may have
resulted principally from depletion of inventorieslive-
stock, supplies, machinery, or land. Likewise, low income
in a single year could result from enlarged inventories.
Furthermore, data on incomes of various classifications
of nonfarmers are inadequate for the comparison. Income
tax data are confidential. Figures on average incomes now
available may not be comparable or may be misleading.
Available data may or may not have real meaning for one
attempting to compare incomes of farm and nonfarm
people.

Measuring income is a second difficulty confronting the
scientist determining what is wanted for agriculture. If
data were made available, money income could be incas-
ured, but there is more to income than money. Measuring
this real income can be done only by the individual con-
cerned, and then only in a subjective fashion. Within his
alternative opportunities he must decide what work he
wants to do and where he wants to live. Many people do
not like to leave a community in which they have lived for
a long time. Leaving friends, churches, organizations, and
having to find a new place to live, making new friends, and
reestablishing themselves frequently mean a family will
remain where it is for a smaller money income than it
could get elsewhere.

Numerous risks are involved in changing homes and
work. Real or imaginary changes in prestige resulting
from shifts from status of employer to one of employee
may be involved. Climatic differences may play an impor-
tant part in decisions about changing work. Rural life is
very different from life in cities, and people differ in
which of the two they prefer. Living on land gives some
people a feeling of well-being--of security. They have on
their own farms the necessities of lifefood, air, and
water. The farmer would not be discharged for visiting a
neighbor or going to town, but many city workers would
be. However, millions of people would not live on a farm
they would not give up the excitement, attractions, and



people of cities. But there are urbanites who wish they
were farmers. Since the economy requires products from
both farms and cities, it is fortunate that personal prefer-
ences differ.

Migration of farm youth and men and women to cities
indicates in many instances a preference for nonfarm liv-
ing and work. The migration is continuing and some dis-
believers in farm action-programs argue that migration is
a reasonable answer to the farm problem. Because of high
mobility of people, industrial growth, and employment op-
portunities in urban areas, United States farmers are very
fortunate in the choices of employment open to them. Ex-
cept for some older, less mobile persons, and those few
unable to do anything but farm, it is reasonable to assume
that the millions who now prefer to remain on farms value
their real incomes higher than those they think could be
obtained elsewhere. Otherwise, they, too, would leave the
farm. It should be recognized, however, that there are
times and places where it is very difficult, or even impossi-
ble, to obtain urban employment. Under these circum-
stances, many farmers who want to leave agriculture be-
cause of low incomes are unable to do so.

The economist tries to determine real incomes of oth-
ers by comparing their alternative opportunities. For in-
stance, if a farmer had a labor income of $2,500 per year,
and he were sorely tempted to take a $5,000 job in town
with his moving expenses paid, but finally decided to re-
main on the farmit could be assumed that he thought his
real income in town would be little or no larger than on
the farm.

Thus if data were complete and reliable on money in-
comes of farm and nonfarm people, a basic question would
remainis money income a satisfactory basis for compar-
ing the real incomes from farm and nonfarm work? The
principal advantage of money income is that it can be de-
termined. There is no known better objective measure
available. But is it a satisfactory enough measure of in-
come to serve as the basis for government programs de-
signed to pay more money income to those who remain
in an occupationagriculturethat is already too large?

Extent and types of competition in various parts of
the economy is a third difficulty obstructing scientific deci-
sions on what is wanted for wheat farmers and for na-
tional agriculture. Without government action-programs,

would farmers sell in highly competitive markets and buy
goods and hire labor in much less competitive markets?
Wide disagreement exists on this question. Some argue
that competition is more severe than ever before.2 It is
certain that were it not for government programs, most
farmers would sell their products at highly competitive
prices. At the same time individuals, associations, unions,
and even state and federal governments openly attempt to
reduce or to remove price competition.3 This is done al-
though price competition is the principal guiding mechan-
ism of acompetitive, capitalistic economy.

Agriculture in the United States and the world over
is different from big business. Most farms are family
farms.4 Numbers of farmers commercially producing the
same commodity are very large compared with numbers
of corporations producing large volumes of such products
as steel, aluminum, automobiles, glass, cement, pharma-
ceuticals, farm machinery, and trucks. Because of large
numbers of farmers and distances separating them, suc-
cess in uniting farmers has been limited. Also, the volume
produced by each is so small relative to the total food
supply that the production or price policy of one farmer,
or in many cases of all farmers in a county or even in a
state, would have no measurable effect on the price of that
commodity in national markets.

Hence government comes into the picture and helps
farmers work together. But in many parts of industry
and labor, where a small number of large-volume competi-
tors automatically exert much power in markets, the eco-
nomic situation is very different from agriculture. Admin-
istered prices are becoming more prevalent throughout
the economy.5 All this may be entirely legal and is com-
monly accepted as a part of national maturity and eco-
nomic growth. Big plants may take advantage of the sav-
ings in large scale operations, and produce and sell goods
at low prices, thus aiding society as a whole. Regardless
of whether it is "right" or "wrong," fundamental eco-
nomic differences exist between agriculture and big busi-
ness and organized labor.

Two pertinent questions remain: (1) How satisfac-
tory are money incomes for comparing incomes of farm
and nonfarm people? (2) Will commercial farmers ob-
tain about the same size money incomes as comparable
nonfarm businessmen during the next two decades with-
out government action-programs?

Objectives and Assumptions Underlying This Study
Objectives

THE OBJECTIVES of this study are: (1) to appraise
some of the most promising action-programs that might
be employed to solve the problems of wheat, and (2) to
present th important points of the appraisal for consider-
ation. No attempt will be made to determine which are
"good" or "bad" programs. Instead, the appraisal will be
as objective as possible, and references will be made to
pertinent statements of recognized, professional authori-
ties on agricultural policy and programs.

That there are no published, statistical appraisals of
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wheat programs indicates this approach has not been suc-
cessful to date. Originally it was hoped to employ statis-
tical models so as to appraise programs on an entirely
objective basis. Later an attempt was made to use the six-
equation model of the wheat economy developed by Ken-
neth W. Meinken.6 But finally this attempt was aban-
doned, too, because unavoidably Dr. Meinken used data
for the period prior to government wheat programs, that
is, before 1939. Changes in production and marketing of
wheat and other products have been so significant during
the past 20 years that results obtained from using the six-
cquationmodel could not now be relied upon in apprais-



ing wheat programs. Unquestionably, however, there is

need for change in present wheat programs, and for citi-
zens and Congress to have access to more information
about various proposals for solving the wheat problems.

Assumptions

Only commercial wheat farms will be considered
those on which wheat provides at least one-half of the
total gi-oss farm income, which must be at least $3,000.
While smaller farms have their problems, these prob-
lems are not especially related to wheat, and solutions
on commercial wheat farms might not be appropriate
for other farms.7

SEVERAL TYPES of solutions to the problem of too
much wheat exist within realistic conditions of supply
and demand in domestic and foreign markets.

Demand for Wheat
One type of solution is concerned with the demand

for wheat. That is, the various quantities of wheat buyers
will purchase at different prices. The Law of Demand is:
As prices go down, buyers tend to purchase more of a
commodity.1° This is shown graphically in Figure 1,

which indicates (Demand 1) that buyers will purchase
approximately 625 units at a price of $1.50. But if sellers
would accept 50 cents, buyers would purchase about 830
units (Demand 1).

But maybe buyers can be influenced to purchase more
than 625 units of wheat at $1.50 per bushel. Possibly this
could be brought about by promotional programs to
strengthen consumers' tastes and create a new demand
situation for the product. Results of such an increase in
demand are illustrated by "Demand 2" in Figure 1. In
this illustration, buyers will take about 950 units at $1.50
after sales promotion, compared with about 625 units at
that price before sales pi-omotion. Or they would take 625
units at about $2.50.

Another possible approach by way of the demand for
wheat is to divide the market into several parts, each with
its own demand curve. For instance, if the market for
food wheat in th United States could be separated from
markets for feed, industrial uses, and exports, a much
higher price could be obtained for this food-wheat than
would be obtained if all wheat were sold in one economic
market (Figure 2). The hypothetical demand curves in
Figure 2 are constructed on the basis of the best informa-
tion and estimates now available on probable purchases
of wheat for various uses at several prices.'1

Demand curve DF (domestic food in Figure 2) indi-
cates United States consumers will purchase 470 million
bushels at $4; 483 million bushels at $3; and 502 million
bushels at $1.50 (Appendix Table 2). The most noticeable
characteristic is that almost as much wheat would be

Types of Solutions
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United States wheat farmers would prefer to have the
government exert no regulation or control over their
farm operations. But under existing conditions, it is

assumed that the majority of them would accept some
degree of control in an attempt to maintain or increase
their incomes.
For at least the next 8 or 10 years some action-program
will be required for wheat to avoid depressed condi-
tions in parts of the economy closely associated with
production and marketing of wheat.s
Commercial buyers, domestic and foreign, will not pur-
chase through regular, commercial channels the quanti-
ties of wheat produced and in storage in the United
States at prices farmers consider satisfactory. The con-
clusion must be that there is too much wheat.'

purchased for domestic food at $3, or even at $4 per
bushel, as at 75 cents. Lowering the price increases the
volunie purchased very little, so that demand is said to be
inelastic.

Other wheat for feed, industrial uses, and export
would be purchased in individual, economic markets
each with its own demand curve illustrated in Figure 2.
Demand curve AF (animal feed) indicates that 40 million
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FIGURE 2. Estimated demand curves for various uses of wheat, United States, 1959.

bushels would be purchased for $3 per bushel, or 75 mil-
lion bushels at $1.50 per bushel.

Figure 2 also shows the hypothetical demand curves
for industrial uses (IU), for export markets (EM), and
for total demand for all uses combined (TD). The ad-
vantage to wheat growers of breaking the market into
segments is illustrated in Figure 2. Assume there are 904
million bushels to be sold. If all this wheat were purchased
in one free, nation-wide market, it would bring $1 per
bushel, for a total of $904 million (TD). If the single
market were divided into three parts, 483 million bushels
would sell for food at $3 per bushel (DF), bringing a total
of $1,449 million. In addition, 170 million bushels would
be purchased at $1 per bushel for export (EM), for a total
of $170 million. About 251 million bushels would be
purchased for 90 cents per bushel for feed (AF), bringing
in $225.9 million. The combined sales in the three markets
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would be $1,844.9 million. This is an increase of $904.9
million over selling all the wheat in a single, economic
market.12 According to these estimates, if there were only
495 million bushels, most of them could be sold for food
at $4 per bushel. Total returns, including $100 million for
feed wheat, would amount to $1,980 million.

Reduce Quantities of Wheat
A second solution often suggested is to reduce quanti-

ties of wheat produced and offered for sale in order to
raise prices. If the demand curve for wheat is the TD
curve in Figure 3, and if 1,267 million bushels are to be
sold, the price must be 50 cents per bushel to complete the
sales. But if, for one cause or another, there were only
700 million bushels available, they wouldbe purchasedfor
about $1.33 per bushel. This is the manner in which the

Price
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Criteria for Appraising Programs
CERTAIN "BENCH MARKS" Or measuring instruments

are required to evaluate anything. Some are easy to select
and perform satisfactorily, such as a yardstick to measure
the height of a table. In economics, bench marks or cri-
teria are needed too, but they are difficult to devise and
even more difficult to use. This is especially the case for
government action-programs which have been so ever-
changing, far-reaching, and interacting on the entire econ-
omy as to be impossible of objective appraisal with tools
available in 1959.

But appraisal should not be avoided because it is par-
tially subjective. The truly important aspects of life
love, health, religion, education, happiness, and life itself
cannot be appraised objectively. History of agriculture and
especially history of wheat in the United States since
World War I, shows the need for the most objective ap-
praisal that can be made of wheat action-programs. But
this objectivity must be supplemented with a scientific,
informed, unbiased approach looking only for the most
likely results from various actions which might be taken
by government. Since the appraisal must be somewhat sub-
jective, assumptions adopted, interpretations given, and
conclusions drawn will vary among individuals.

The criteria which follow are selected because it is
believed they are the inost important bench marks by
which wheat programs should be tested. Each program
which is examined in detail will be tested by the five cri-
teria discussed below.

Appraisal Criteria
1. Would the program reduce production of wheat

without increasing production of other agricultural prod-
ucts? Since the problem is too much wheat to sell in free
markets at prices which cover costs of production, a pro-
gram should reduce wheat production to be successful. But
a solution is not quite this simple because other agricul-
tural products are experiencing this same, cost-price
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Law of Supply and Demand influences price in a free
market. Less wheat would be purchased at the higher
price, but the small crop (700 million bushels) would bring
about $931 million, while the large crop would bring wheat
farmers $300 million less ($633.5 million). Reduced pro-
duction is one of the programs that will be appraised in
detail (p. 14).

Combinations of Solutions

Another group of solutions consists of various com-
binations of two or more of the first solutions discussed:
(1) manipulating demand by promotion or market seg-
mentation; (2) lowering prices; and (3) reducing quan-
tities of wheat produced and available. Several programs
which have been tried or recommended will he appraised.

squeeze. A government program should not operate to re-
(luce production of some products by increasing production
of others already in adequate supply, and competing for
the same markets. For instance, less wheat has meant
more feed grains (barley), and more livestock feed means
more livestock and livestock productsand hence lower
prices.

The nation's agricultural plant is large and efficient
enough to produce more each year than farmers can sell
profitably in free markets. In 1820, a United States farmer
produced enough for himself and three others; in 1957,
enough for himself and 24 others.'3 Between 1951 and
1958, acreage of crops harvested in the United States
decreased about 5%, while total agricultural production
increased about 20%. Farm production will continue to
increase at least as fast as United States population in the
foreseeable future.14

Relatively little of our land is now farmed intensively
when compared with cultivation where labor is plentiful
as in the Netherlands, Belgium, and Japan. There are 852
people per square mile in the Netherlands, 625 in Japan,
47 in the U nited States, 49 in Iowa, and 18 in Oregon.
More intensive cultivation of our farm lands and adop-
tion of known technology could increase food production
considerably if necessary.15

2. Would the program provide "reasonable" income
to wheat producers and stability to United States agricul-
ture? Although this is one of the fundamental criteria by
which each program must be appraised, serious question
should be raised by the very wording of the question.
Should incomes of all wheat producers be "reasonable ?"
What is "reasonable" income?

Bench marks must be set. Justifiable ones appear to
be as follows: Incomes should be "reasonable" for those
commercial wheat producers operating large enough units
to utilize efficiently the advanced technology, machinery,
and equipment already used in United States wheat pro-
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ducing areas. "Reasonable" income is farm labor income
equal to the wages the operator would receive as a hired
manager operating a similar farm business. Farm labor
income is (lefined as the amount an operator receives at
the end of the year for his own labor and management
after adjustments in inventories have been made; all ex-
penses and family labor have been paid; a depreciation
reserve established; and interest paid (or set aside) on the
value of the land, farm buildings (not home), machinery,
equipment, and supplies.

Stability in agriculture is desirable for the well-being
of farmers and of all citizens. "Reasonable" income would
help provide stability and encourage farmers to plan for
the future. Vagaries of the weather cause enough insta-
bility in agriculture without additional uncertainty caused
by short term, conflicting government programs. Since
the end of World War I, agriculture has been generally
unstable, partly because farmers never knew what pro-
grams various branches of the federal government would
be considering.

Would the program provide for gove-nmentally-set
prices, or for "free" market prices? Prices are the basic
guiding force for all businesses in a competitive economy.
Prices determine what consumers buy. Prices determine
what farmers and others decide to produce to maximize
their returns. Prices determine the allocation of the pro-
duction resources land, labor, and capital. Prices do
these tasks less perfectly, however, than is desirable. Gen-
erally speaking, governmentally-set prices in agriculture
have not been satisfactory. It seems unlikely they will be
in a competitive economy.16

The important fact is that prices of one farm product
affect prices of other farm products because (1) of the
great interdependence within United States agriculture;
and (2) foods are competing severely with each other
(p. 11). In a free market, interacting, economic forces
cause serious enough problems for producers; especially
those at a disadvantage. But when their own government
sets prices on commodities by edict and these prices hurt
other farm producers by raising costs and weakening mar-
kets, then thinking citizens wonder just what the function
of their government really iS.17

Would the program encourage a "free" agriculture,
and be administratively feasible, both in operation and in
cost? A vital question is how much control of the nation's
farm operations should be vested in government? Control
of agriculture by government is not looked upon with
favor by most farmers and urbanites. This apparently
means that only limited government control of production
and marketing is acceptable in a "free economy." Experi-
ence has shown that government action-programs in the
United States have been established more on the basis of
welfare objectives than on the basis of economics. Conse-
quently many of them have been difficult to administer,
and have delayed adjustments which farmers would make
voluntarily if left to their own devices. Besides, the pro-
grams are too inflexible to operate successfully in a dy-
namic economy.18
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A government program for agriculture should be ad-
ministratively feasible. Large numbers of additional em-
ployees, detailed records and bookwork, difficult and
costly checking and enforcement, and need for continuing
controversial, administrative rulings are all undesirable in
a government action-program. The increasingly difficult
question of whether or not to limit size of individual gov-
ernment payments should be avoided. Also total costs of
administration, both at the start of the program, and for
its operation from year to year, must not be excessive if
they are to escape public criticism in these (lays of high
taxes and enlarged federal budgets (Appendix Table 3).

Three other aspects of costs are important: How many
years will the costs continue? Will they be entirely or
partially offset eventually by revenue coming into the fed-
eral treasury? Are the problems solved? This is one of the
most damaging criticisms of some present programs,
which cost many dollars, but do not solve the basic
problems.

Would the program be applicable to all phases of
United States agriculture by making modifications for dif-
ferent commodities, areas, and times? This is a question to
which many farmers and their organizations have given
thought. It is fully recognized that individual areas, com-
modities, and farms are confronted with many different
problems, and that these problems change over time. How-
ever, all United States agriculture is in some degree of
trouble not just wheat producers, or cotton, tobacco,
beef, dairy, hog, corn, broiler, apple, and citrus farmers.18

Several important conditions indicate that government
action-programs should recognize that United States agri-
culture in reality is one, big, food-production plant:

Powerful forces, physical and economic, which affect
one part of this giant food plant affect other parts di-
rectly or indirectly.

Farmers all use the same resourcesland, labor, and
capitalfor which they compete among themselves, as
well as with nonfarmers.

The capacity of the human stomach definitely limits the
amount of food eaten.2° Therefore, if a person eats
more of one food, he eats less of other foods.21

If a government program prohibits or discourages pro-
duction of one crop, farmers for their own individual
preservation must grow the best alternative crop.22 Gov-
ernment restrictions have shifted production, but total
output has increased (Appendix Table 4).

A government program for selected commodities helps
some farmers a great deal, helps others only slightly,
and actually hurts some farmers.

Under these circumstances American citizens must
decide if it is economical, socially desirable, and ethical for
legislative bodies in a democracy to attempt to solve the
agricultural problem by favorable legislation for only a
very few of the nation's farm products.



INDIVIDUALS AND ORGANIZATIONS have proposed many
wheat programs. For purposes of discussion and appraisal
of these programs, it seems desirable to classify them. The
classification is used only to systematize the discussion and
in no way affects the analysis. Six general types of pro-
grams appear in the classification:

Commodity control
Federal and state marketing agreements
Federal and state marketing orders

Product disposal
(1) Domestic

School lunch
Food stamp
Donations

(1. Promotion
e. Industrial uses

(2) Foreign
Agricultural Trade and Assistance Act of
1954 (P. L. 480)
international Wheat Agreement

SEVERAL PROGRAMS in the first two classes (p. 10)
might be supplementary to a major-program for wheat.
None of them merits detailed appraisal as a possible
major program for wheat or national agriculture. There-
fore, only general considerations will be given to these
two classes of programs.

1. Commodity Control
Marketing agreements are promises made voluntarily

by producers (and in some instances by marketing agen-
cies) to sell only specified qualities, sizes, and volumes of
a product during a given marketing period. Marketing
orders are similiar except, after acceptance by the re-

quired majority of eligible voters, they become compul-
sory and government enforces the order on all producers
and middlemen in that market. Marketing agreements
have been generally abandoned since their provision for
voluntary participation led to failure.

The program of marketing orders, both federal and
state,24 has operated relatively satisfactorily for some com-
modities, notably milk and some fruits, vegetables, and
nuts. It appears that only special types of commodities are
adapted to this kind of program. Federal law specifies
products that may qualify for marketing orders. They
are perishable or semiperishable commodities whose pro-
duction and marketing areas, and/or marketing periods,
can be well defined and protected. Perishable products,
held off the market, soon become unmarketable and are
destroyed. But nonperishables held off the market to sta-
bilize or raise prices frequently accumulate and result in
such stockpiles as those now held by the Commodity Credit
Corporation.

Types of Action-Programs
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Donations
1. Promotion

Price
Rigid price supports
Moving average of market prices
Forward pricing

Direct payments (no production control)
Wool

Resource control (to influence production)
Conservation reserve
Government leasing, land purchase, and land retire-

ment
Vocational training and employment agencies
Decentralization of industry

Combination
Flexible price supports
Sugar Act
1vVheat Stabilization Act of 1959
Compensatory Prices

a. Brandow

Appraisal of Selected Programs
Marketing orders can serve a useful and beneficial

purpose, especially in the short run, by minimizing price
fluctuations and by helping adjust quantities and qpalities
offered to those that buyers will purchase at "reasonable"
prices. But marketing orders by themselves do not appear
to be an answer to the basic problems of wheat, or to those
of United States agriculture. 25

2. Product Disposal
(1) Domestic

Surplus agricultural products can be disposed of within
the United States and abroad. The costs of such disposal
can be borne by farmers, noufarm individuals or groups,
or by government. Because of the persistency and mag-
nitude of the surpluses, this discussion assumes that gov-
ernment will be the large-volume, action-agency con-
cerned with such disposal.26 Disposal of surpluses to
needy groups merits consideration and has strong pub-
lic appeal for several reasons. Giving food to hungry
people is charitable, it reduces stocks without reducing
production, it helps middlemen by maintaining large vol-
ume operations, and it has much more political appeal than
reducing production to meet market demands.

a. School lunch, food stamp, donation. Food con-
sumption in the nation might be increased by the school
lunch program, the food stamp plan, and domestic dona-
tions. Taken together, they constitute a program for dis-
posing of foods. The three major methods of increasing
food consumption, namely larger incomes, lower food
prices, and higher nutritional levels, were studied in de-
tail as possible methods to expand demand for farm pro-
ducts.27



The authors' conclusion even for this combination
of the three major methods, "is one of pessimism with re-
gard to the effectiveness of demand expansion as a single
solution to the surplus problem . . . If incomes of all fam-
ilies with per capita incomes below $1,000 were raised to
the $1,000 level, total consumption (of food) would in-
crease 7.3% ... But the likelihood that the body politic
of the United States would adopt a policy designed to ac-
complish such a level of achievement is exceedingly re-
mote. Such an operation would involve raising income for
half the people in the United States.

"At a more realistic level of achievement, such as rais-
ing incomes for all families with per capita incomes be-
low $500, the increase in total consumption amounts to
only 2.4%. The utilization of farm resources would in-
crease 2.2%, or much less than would be required to fully
utilize the surplus resources in agriculture. At this level
of achievement, about 18% of the population would be
affected by the proposal."

Likewise reducing prices of food and improving diets
at realistic levels of achievement did not offer hope for
removal of current surpluses, according to this same
comprehensive analysis. Surely if current surpluses cannot
be removed by realistic increases in incomes, lower prices,
or improved diets, such programs as school lunches, food
stamps, and food donations will not solve the surplus prob-
lem.

b. Promotion. Promotion of foods, including market
development, advertising, and sales campaigns of various
sorts, is successful in informing consumers of new pro-
ducts, availability of products, and especially good pur-
chase opportunities. The annual bill just for advertising
foods in the United States is about $1.5 billion.28 Un-
questionably market outlets can be expanded for individ-
ual commodities of business firms and producer groups.
But annual per capita consumption of food in the United
States has remained surprisingly close to 1,500 pounds
since World 1vVar I, despite all the advertising of foods.29
The capacity of the human stomach is no greater now than
it was 50 years ago.

Since capacity to eat does not depend on the level of
income, consumers with low incomes eat about the same
number of pounds as high income consumers, but the
food-mix is different. Because of the physical limits of the
human stomach, "the role of advertising would appear to
be that of helping individual firms expand the sales of
their food items or brands, but not that of expanding the
total food consumption of the average consumer."3°

In the case of wheat, per capita consumption has de-
clined steadily since 1909 although about 21% of expendi-
tures for newspaper advertising of foods has been for
baking products, cereals, and breakfast foods.3 It seems
most unlikely that promotional programs will solve the
problems of wheat or of United States agriculture. Fur-
ther study may show that a large part of the costs of
these programs is borne by farmers.

With respect to eating our way out of agricultural
surpluses, Professor Cochrane and his colleagues conclude,
"At realistic levels of achievement the demand expansion
approach would eliminate only a fraction of a production
surplusprobably no more than a quarter, or one-third of
the annual rate of surplus in the late l950's, . . . The food
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consumption potentials limit the demand expansion policy
approach to a complementary roleto one of complement-
ing other partial solutions to the farm price-income-
surplus problem."32

c. Industrial uses. Expansion of industrial uses for
agricultural products appeals to the imagination as a pos-
sible solution to surpluses. Millions of dollars are spent on
research to discover new uses, and sonic progress is being
made. To date the major difficulties in utilization research
are three. New uses have frequently been other food
items which do not help because as more of the new foods
are eaten, less of other foods is consumed. When a method
is discovered to use the product in industry, usually prices
that can be paid are too low to cover the farmer's cost
of production. Finally, when a new use is discovered,
usually a synthetic product can be made cheaper than the
farm product can be produced. This does not mean that
utilization research should be abandoned, but it does mean
that new utilization of agricultural products in industries
does not appear as a likely solution to the present agri-
cultural problem. At least waiting for discovery of such
new uses as solutions to the wheat and agricultural prob-
lems seems to be an unwise policy to follow.

One known use for grains and potatoes has received
wide publicity and some support. This is the mixture of
alcohol with gasoline. Alcohol can be made successfully
from several agricultural products. Studies and experi-
ence indicate, however, that mixing it with gasoline has
at least three serious limitations. If satisfactory prices are
paid for wheat, say $1.50 per bushel, alcohol costs con-
siderably more than gasoline.33 If enough alcohol is mixed
with gasoline really to reduce grain surpluses, adjustments
are required in most motors using the new mixture.
Finally, petroleum companies are in btisiness to sell petro-
leum, not alcohol. They have indicated no willingness to
mix alcohol with their product.

(2) Foreign
For many decades United States agriculture has sup-

plied foods and fibers to other nations through regular
commercial channelsgoods were bought, sold, delivered,
and paid for. This commerce will continue and will ex-
pand, unless charity replaces trade. This discussion cen-
ters around shipments of surplus agricultural products to
foreign areas at the partial or entire expense of American
taxpayers.

At first glance such a program appeals to many Amer-
icans: "In fiscal year 1959, 34% ($1,272 million) of our
agricultural exports ($3,720 million) were made under
Public Law 480 and Mutual Security programs.34 In fiscal
year 1959, 70% (309 million bushels) of the wheat and
wheat flour (442 million bushels) shipped from the United
States was exported with the financial aid of Public Law
480 and Mutual Security programs. It is estimated that
practically all of the wheat and flour was exported with
governmental assistance, including the payment in cash
and in kind programs (which include the International
Wheat Agreement) as well as Public Law 480 and Mutual
Security programs. Export subsidies for wheat and the
wheat equivalent for flour have averaged about 54 cents a
bushel during the first 11 months of fiscal year 1959."



Reaction of foreign governments to such a program
is not always favorable.36 Not only do these exports en-
courage continued excess agricultural production in the
United States with benefits to marketing agencies involved,
but they also affect the economies of both importing and
competing export countries. Farmers in importing coun-
tries find that when their prices are high because of a
short crop, imports come in and may lower prices. Or im-
ports come in and encourage consumers to use a new food
instead of the one local farmers are producing. Also the
problem arises of a country's becoming dependent on large
food imports, and then having them shut off unless paid
for in full.37 Inflationary problems may arise in importing
countries from large inshipments under Public Law 480.

Foreign policy questions are raised by other exporting
countries which find their markets affected by the ex-
panded volume of products coming from the United States
under government subsidies. For instance, Canada is much
disturbed by changes in export markets resulting from
Public Law 480.

a. Donations and promotion. Donations of surplus
agricultural products by benevolent individuals and organi-
zations are desirable, but are not large enough in volume
to influence noticeably and continuously the surplus situa-
tion now existing.

Promotion of food products in domestic and foreign
markets by private business is a management decision
the bench mark is profits.38 Do the added returns warrant
the added costs? But there is no profit-bench mark for gov-
ernment to follow in promotion of farm or industrial prod-
ucts. This is particularly the case with foods, competing
for a place in consumers' stomachs. Who, or what govern-
ment agencies, shall decide what food products are to be
promoted, and how many tax dollars shall be spent to in-
crease consumption of favored food products, with the
almost certain resulting decrease in consumption of other
foods?

3. Price
Under this classification are included programs

which attempt to set prices, but do not directly regulate
quantities produced or marketed. Rigid price supports and
forward pricing are examples of this type of program. A
plan to support prices at the level of the last three year's
average (or 90% of it) with no production control also
would fall into this classification. Actual experience, to-
gether with examination of some elementary principles of
economics should serve for consideration of this class of
program without use of the appraisal criteria.

(1) Rigid price supports
The Law of Supply is that as prices go down, smaller

quantities of a product are offered for sale. Circumstan-
ces in some areas and on some farms make it appear at
first glance that this Law of Supply is not valid; that
lower prices often increase production. Such circumstances
have led to some confusion. What level of prices is being
considered? If the support price of wheat were $2.50 and
were reduced to $2, it is unlikely that decreased produc-
tion would result, because $2 is still a profitable price for
most farmers. If production were controlled with allot-
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ments of 50 million acres and the price were $2.50, and
then all production controls were removed and the price
set at $2, increased production would definitely be ex-
pected. If production were uncontrolled, however, and
prices were reduced the same amount as before (50
cents), but from $1.25 to 75 cents per bushel, a decline
in production would be expected.

The amount of the decline and its timing, however,
would depend on several factors: (a) what effect would
farmers think reducing their wheat acreage would have on
their future allotments; (b) how long would the support
be no higher than 75 cents; (c) how long would wheat
machinery and equipment last farmers; (d) what more
profitable alternatives are available to wheat producers;
and (e) how many bushels of wheat could be produced
in the United States at a cost of 75 cents or less per
bushel?

Obviously, production patterns will vary widely from
region to region and from farm to farm. Some areas
probably would go out of wheat entirely and soon at 75
cents. Other areas might increase acreage and production.
But over the long pull farmers, like other businessmen,
must sell for high enough prices to cover their total cost
of production or go out of business. The length of time
one will "hang on" depends on several factors. One of
considerable significance in the United States is what
farmers think government programs will be in the future.
But if prices go low enough and remain there long enough,
production of the particular commodity will decrease.
So with a stable, long time government program with no
direct control of production, the price which is established
becomes the important factor influencing production. Over
a period of time long enough to bring about production
adjustments, the higher the price the more wheat will be
produced.

A total demand curve for wheat was presented in Fig-
ure 3. In Figure 4, this same demand curve is presented
together with a supply curve for wheat. The supply curve,
within its effective range, indicates how many bushels of
wheat would be offered for sale at each of several prices.
(In the long run this will approximate production.) If
these two curves could be constructed accurately to fit

existing conditions (which they cannot be), the effort and
expense of doing so would not be justified for purposes
of this discussion. This analysis does not depend on the
accuracy of the curves, but only on the fact that over a
period of years United States farmers will produce and
offer for sale so many bushels of wheat for 75 cents.
They will produce and offer for sale more if the price
were $1.75; and even more if the price were $2.50. There
is more profit in selling wheat at $2.50 than at 75 cents
per bushel. So more farmers and more acres are involved
in wheat production. This actual situation is indicated by
curve SS in Figure 4.

The demand and supply curves cross at some point
because in the same quadrant one slopes down to the right
and the other slopes up to the right. As Figure 4 is con-
structed for illustration, these curves cross at a point in-
dicating that 700 million bushels will be offered for sale
at $1.33 per bushel (SS); and 700 million bushels will be
purchased at $1.33 per bushel (TD). Whatever the de-
mand and supply curves actually are, there is one point
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FIGURE 4. Estimated total demand curve for wheat and illustrative
supply curve, United States, 1959.

at which they crossthe point of equilibrium. What has
been difficult for Congress to accept is that every price
the government sets, other than the one where the two
curves cross, is a troublemaker. The greater the difference
between the government-set price and the equilibrium
price, the more trouble there is. Since with present state
of knowledge no one can construct these two curves and
determine this equilibrium price accurately, there is very
slight probability that a government could by chance set
such a price even if it attempted to do so. But why
should it attempt to do so?

Without government, the price would fluctuate around
the equilibrium price because of buying and selling in
the free market. But the equilibrium, "free market" prices
for wheat, cotton, corn, and many other commodities are
too low for Congress. Thus higher prices have been set.39
The inevitable results of setting a price higher than the
equilibrium price are indicated in Figure 4. Assume that
instead of the equilibrium price of $1.33, the government
sets the price at $2 per bushel. The demand curve (TD)
shows that at a price of $2 buyers will purchase 550 mil-
lion bushels of wheat (ABC). The supply curve (SS)
shows that at this price of $2, sellers will offer 1,100
million bushels for sa'e (ADF). Actually 550 million
more bushels are offered for sale than will be purchased
at $2. This is surplus. As long as government-set prices
are above the equilibrium price, surpluses will accumulate
until prices are reduced, or production is reduced, and/or
an adequate surplus removal program is established. Ex-
perience has proved these economic principles to be cor-
rect and in actual operation.4°

(2) Moving Average of Market Prices
Another type of price program would support prices

at the average of the last three years.4' It would be only
a matter of time until this price would be approximately
the free competitive pricethe $1.33 per bushel in Figure
4. This is somewhat similar to the program of forward
pricing.
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(3) Forward Pricing
Forward pricing was proposed some years ago and

has been widely discussed.4' The plan involves annual de-
termination of the equilibrium price as shown in Figure
4 in advance of planting. The support price would be an-
nounced so that farmers could plan operations accord-
ingly. The objective would be to even out prices during
the marketing year and also from year to year. If the
market price were above the support price, the govern-
ment would not have to take the product. If the announced
price were higher than market price, government would
hold up the price by loans or purchases. The following
year the announced price would be set to clear the market
of any extra carryover and also of the new crop.

The objective of this program is not to raise prices
above the equilibrium, average, free-marlet price. Tnstead,
it is to give advance price information and stability to
agriculture. Government supposedly would not get into
the storage function, except at times, and then only on a
yearly, small-scale basis. Such a program would not solve
the wheat or agricultural problem for those who think
prices are too low. It also poses the operational question
of whether government-held stocks actually would be sold
at less than cost, probably in a declining market, in order
to avoid large accumulations by the Commodity Credit
Corporation.

4. Direct Payments (no production control)4'
Recognizing that government-set prices upset the

market price structure and the flow of resources, yet de-
siring to raise farm incomes, various individuals have
made proposals to pay farmers directly on some prear-
ranged basis without control of production. The presently
operating Compensatory Payment Plan for wool is an
example of this type of program. The objective of the
program is to 'increase production, since United States
farmers do not produce enough wool for domestic pur-
poses. Under the program, wool growers who desire to
participate indicate their intention by a specified date. At
the end of the marketing year each participant is paid a
single, nationally-determined percentage of his gross wool
sales. Hence, the grower with high quality wool sold at a
favorable price is rewarded also with larger government
payments than the owner of an inferior flock of sheep.
This encourages each wool producer to improve his pro-
duction and marketing of wool. The wool program may
be having the desired result, since this year's shorn wool
production is estimated to be 10% larger than the latest
lO-year average.44

Three important questions arise in connection with
direct payment plans. Should money be paid from the
public treasury to increase farmers' incomes for (1) prod-
ucts in short supply, like wool; and (2) products in sur-
plus, like, most other farm products? (3) How could
payments be distributed to increase incomes of those who
most "merit" or "need" larger incomes, and at the same
time reduce production, or at least not stimulate more
production? If direct payments were made to farmers for
products in adequate supply, citizens would probably de-
mand effective controls of production, payments, or both.
Such programs will be considered later.

S4 .00

300

A2.00

(1.39)

I .00

S

-s
u00 1200 300



5. Resource Control (to influence production)
Agriculture requires land, labor, and capital. That the

United States agricultural plant produces more than can
be sold at "reasonable" prices is becoming widely accepted.
Under such conditions, a logical solution is to remove
some of the production factors. Of the three factors, land
usually is considered the one easiest to remove by govern-
ment action, although surplus labor is a serious problem,
and capital is becoming increasingly important.

Developing a plan that will (1) encourage more people
to leave farms, (2) provide vocational training for farm-
ers and farm youth, and (3) build government agencies
to secure nonfarm employment requires careful study.
Combining a program to help people leave agriculture
with an acceptable land retirement program which will
remove from production private land, or its owner's right
to farm it, by contract, lease, or outright purchase should
be a real challenge to anyone concerned with adjusting
farm production.45

Shifts in population and land use would involve con-
tinued reorganization of United States agriculture; they
would speed-up economic development that has been tak-
ing place for 30 years.46 Labor and capital requirements,
sizes, types, and combinations of farm enterprises change.
Some changes in the organization would encourage larger
production, at least at first. An individual operating land
which was formerly several farms would be likely to
produce more than the total of the smaller farms before
consolidation. But his production costs should be lower,
and his farm labor income should be larger than when he
farmed a smaller unit.

World Wars I and H brought pressure from our
allies, the American public, and Congress to expand agri-
cultural production to help win the wars.47 Farmers re-
sponded. Technology advanced rapidly, and improved
techniques were utilized. For good reasons individual
farmers seldom voluntarily cut back total production on
their farms.48 Postwar government programs in agricul-
ture did not operate as did those in industry, to write-
off production facilities and thereby reduce production
after war demands ceased. Many million dollars were
paid to American industry to amortize plants manufac-
turing war materials on a "cost-plus" basis.49 How dif-
ferent was this government program for industry from
removing land from production when it is no longer re-
quired to produce food and fiber for peacetime markets?

Resource control is the first listed action-program
which might be considered as a possible, major solution
to the United States wheat and agricultural price-income-
surplus prob]em. Hence it is the first to be tested by each
of the five criteria. But, before proceeding, it must be
recognized that there is no painless, quick, easy solution.
If there were, it would have been used long ago. All pro-
grams have their strong and weak characteristics. Perhaps
the most essential single characteristic of a successful ag-
ricultural action-program is economic feasibility. Other
factors must also be considered, especially administrative
feasibility. But if it is not economically feasible, no pro-
gram wilt be considered successful by the American pub-
lic in the long run,
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Criterion 1. Would resource control reduce produc-
tion of wheat without increasing production of other agri-
cultural products? Removal of land from farming would
definitely reduce wheat, other crop, and total agricultural
production, providing enough land were taken out of use.
Estimates of the amount needed to be removed from the
United States farm plant for all products in order to bal-
ance "supply with demand" vary from 50 million to 80
million acres of farm lands.5°

Criterion 2. Would resource control provide "reason-
able" farm income to wheat producers and stability to
United States agriculture? Income to wheat ranchers and
to producers of other farm commodities would depend
to a large degree on the amount of crop land and number
of people removed from agricultural production. If an
average yield of 25 bushels per acre could be obtained,
19.8 million acres would produce 495 million bushels of
wheat. Estimates indicate this quantity could be sold for
an average price of $4 per bushel. This would bring $1,980
million for the entire crop. Larger crops would sell for
lower prices, and smaller total revenue. Five hundred
fifty million bushels could be produced on about 22 mil-
lion acres5' and sold for a more realistic price of about
$2 per bushel. Total revenue would be about $1,100 mil-
lion.

Since under this program all farmers would be free
to produce as they wished, and prices would be determined
solely by market forces, it is impossible to forecast with
any accuracy the volumes of agricultural products that
would be produced if the government were to remove 60
million acres of United States farm land, or even crop
land from production. IViuch would depend on quality and
location of land removed. Each farmer would consider
alternatives on his own farm. Because demand at the farm
is generally inelastic for farm products, smaller produc-
tion would bring larger total revenue, just as in the case
of wheat. \'Vith fewer farmers, larger farm units, lower
unit production costs, and larger volume sold by.- each
farmer, farm labor incomes could well increase.

The principal obstacle to obtaining farm labor incomes
comparable to incomes of workers outside of agriculture
by removing resources from agriculture (or for that mat-
ter by adoption of any other farm program designed to
increase income) is that prospects for larger incomes and
profits probably would stimulate severe competition for
farm lands. Prices would go up higher than they are in
1959. If this were to happen, production costs would in-
crease and gains in farm labor income would not be as
great as in the value of land, which would sell for higher
prices.

Stability of United States agriculture should be greater
than before when adjustments to the smaller, national,
agricultural plant had been made by producers. For the
first time in our history, quantity of land resources could
be adjusted in accordance with market demands for farm
products. No large, new, uncontrolled areas available for
settlement and production would be an ever-continuing
threat to older, established farming regions. Expansion
or contraction of the area of crop land retired from farm-
ing would depend on need for such land as evidenced in
the market place. Once the program was accepted as a



basic, continuing pillar of American agricultural policy,
agriculture and industries related to it should be as stable
as the overall economic system itself.

Criterion 3. Would resource control provide for gov-
ernmentally-set prices, or for "free" market prices P All
prices would be determined by the free play of market
forces. Government would set no prices. There would be
no supplemental payments, or subsidies for any of the
hundreds of competing foods. No export subsidies would
be employed with an agricultural program. Congress
would set some bench marks for the general level of
farm prices and/or incomes. Land would be added to or
removed from the public land reserve as required to meet
price-income provisions of the law.

Criterion 4. Would resource control encourage a "free"
agriculture and be administratively feasible, both in oper-
ation and in cost? Without purchase programs, price sup-
ports, marketing quotas, acreage allotments, export sub-
sidies, or direct payments from the government, the op-
erating part of United States agriculture would be com-
pletely free. Each farm operator could produce what he
wished in any volume he chose. His sales would be in free
markets of his own choosing.

A major question would be public acceptance of the
program. Taking land out of food production by govern-
ment action is foreign to the thinking of millions of
Americans, many of whom have their own production defi-
nitely controlled to maintain prices. The very thought of
taking land out of farming, and possibly off the tax rolls,
would stimulate opposition by farmers and nonfarmers
who would think their own economic interests would be
jeopardized. Decreasing physical volume of production
might cause some middlemen to oppose such a program.
Among others who probably would oppose it are those
dedicated to "family farm" agriculture, on the basis that
such a program would hasten the demise of family farms.
Possibly the most serious objection would arise because
of displacing some persons now on farms.

Probably public acceptance would be difficult to ob-
tain now with ordinary information techniques. But if the
actual situation of United States agriculture were under-
stood and the strong and weak points of this program
(compared with alternatives) were widely enough known
by citizens to obtain Congressional approval, administra-
tion could be handled quite satisfactorilyalthough not
without problems. Congress supposedly would determine
the terms under which the lands would be acquired; that is,
by lease, purchase, whole or parts of farms, voluntary
sale, eminent domain, distribution by counties and states,
and bases for determination of land prices.

Congress also would determine the general level of
farm prices and/or farm incomes that was desired. With
well-planned, far-sighted legislation to establish the general
framework of operations, economists could proceed to de-
termine how many acres of various qualities and locations
would need to be taken out of farming, and administrators
could start acquiring land.

Various estimates have been made of the number of
acres that would need to be removed from the national
agricultural plant. Sixty million acres seems to be as good
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an estimate as any.52 Productiveness of the land is just as
important as quantity, since the objective is to get pro-
duction in line with demand.53 If 60 million acres were
purchased by the government for an average of $80 per
acre, the cost to taxpayers would be $4.8 billion." Assume
another $3.2 billion were used for maintenance of some
lands taken out, and to compensate nonfarm businesses,
churches, and so forth for losses sustained by movement
of people from farms. This $8 billion would equal 80%
of the annual expenditures for advertising, and 80%
of the purchase price of surplus commodities held by the
Commodity Credit Corporation in 1959. It represents only
about 17% of annual federal expenditures for our military
machine; and 55% of America's annual expenditures for
automobiles.

Although $8 billion is a great deal of money, invest-
ment in land is unlike most other expenditures of govern-
inent. Farm lands added to the public domain should be
a profitable investment, because they are relatively in-
destructible and their value will increase as the nation be-
comes older and as land becomes scarce relative to increas-
ing population. The land will be a national resource,
available, and waiting for use when it is needed.

Some people prefer to lease land on a 5- or 10-year
basis, rather than to purchase it.25 Certainly leasing would
cost much less per year than expenditures during the early
years of a purchase program. Total cost would depend
on the length of time involved, and leasing on a large
scale might be required for several decades at least.36 Total
leasing costs are likely to be more in the long run than
outright purchase, especially when it is recognized that
eventually the land will be needed for farming and can
then be resold to farmers for productive purposes.

Government costs of administering the program would
depend on many factors. Leasing would involve consid-
erable negotiation each year, and some checking as to
land use. Purchase would be a tremendous undertaking,
but would be largely terminated when the main area had
been acquired. Settlement of claims, and adjustments
for decline in tax receipts in regions affected would be
serious administrative problems, at least while the pro-
gram was being established. Weed and erosion control
might be desirable on some lands and would involve an-
nual expenditures. Probably costs for administration would
be lower, after the initial stage, than similar costs for
the several action and export-subsidy programs now in
operation, especially if most of the land were purchased.

Price of foods is another type of public costs. At pres-
ent, prices are held above free market prices by various
loan, purchase, export, and direct payment programs.
Therefore, under a land retirement program, retail prices
of many foods might be about the same as they are with
present programs. The level of agricultural prices and
incomes, however, would be set by Congress. It is signifi-
cant that if prices to farmers were raised as much as 25%
over present prices, retail food prices would need to
increase an average of only 10% to ad.just to the higher
cost of raw materials. This is because, on the average,
about 40 cents of each dollar spent in stores for food goes
back to farmers. The remaining 60 cents goes for market-
ing and processing.57



Criterion 5. Would resource control be applicable to
all phases of United States agriculture by making modifi-
cations for different commodities, areas, and times? This
program would easily and effectively apply to all of
American agriculture without government interference or
regulation, when once the agricultural plant was cut to
size. Farmers and various enterprises would compete for
the land left in farms. Prices in free markets would adjust
to new quantities available, and to the elimination of the
Various government price-support programs.

Because most farm land can produce many crops,
special advantage to any single commodity would be diffi-
cult to obtain on a permanent basis, even if the adminis-
trators of the program attempted to give such special ad-
vantage. For instance, if the extreme action were taken of
buying 60 million acres of land, all especially adapted to
wheat, other farms and areas would immediately produce
wheat up to the point that it became as profitable as pro-
ducing the crops previously raised on the nonwheat land.
Free competition and free pricing would lead to produc-
tion shifts to maximize profits for individual farm oper-
ators. The national agricultural plant would be of a size
to produce adequate food and fiber, and to return its farm
operators the levels of prices and/or incomes legalized
by Congress.

6. Combination
Under this classification are included programs whose

operation would involve more than one toolsuch as price
manipulation, reduced production by resource control,
direct payments, and surplus disposal.

(1) Flexible Price Supports. Examination of the
economics underlying flexible price programs and of the
experiences with them should suffice for their appraisal.
Price supports would Vary inversely with the quantities of
the products, according to terms specified by law. For in-
stance, in the 1948 Act prices of the basic commodities
were to be supported at 90% of parity if the "supply per-
centage" were not more than 70; and prices could go down
to 60% of parity if the "supply percentage" were as high
as 130.

The theory underlying a program of flexible supports
is that as prices go down, quantities produced will also de-
cline, in keeping with the Law of Supply. Earlier dis-
cussion (p. 12) emphasized, however, that American ag-
riculture responds slowly to price declines. This delay in
production response to lower prices accentuates the prob-
lems of flexible supports. Unless farmers reduce produc-
tion promptly and sufficiently following the lowering of
support prices, quantities on hand continue to increase, and
in theory price supports would be lowered still more.

The longer this continued (and it might continue for
five or more years), the lower the price support would
go with little or no accompanying reduction in total quan-
tities of the product; that is, new production plus carry-
over. If left alone to operate for the commodities in sur-
plus supply, this program would tend under some condi-
tions to (1) increase variations in prices; (2) reduce sup-
plies only slightly, if at all, for several years; and (3) fail
over the years to raise the average of prices above the
equilibrium price in a free market. If this initial stage
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were ever completed, if supplies were reduced signifi-
cantly, and if prices were on the increase, larger produc-
tion could be expected to bring about a repetition of the
price and production cycles.

In partial recognition of these foreseeable results, ef-
fective, compulsory, production-control must be incorpor-
ated with flexible prices. But as discussed earlier (p. 13),
production and total supplies (not acreage) must be
geared to the demand for the product. For instance, if
Congress were to set the legal percent of parity so that
the support price were $1.80 per bushel, supplies must be
close to 560 million bushels, if the wheat is to sell at this
price (Figure 4, p. 13). If Congress thinks that production
is too low, and that farmers should produce 900 million
bushels, either the support price must be $1, or the Com-
modity Credit Corporation will get much of the wheat.

To date Congressional action indicates that price main-
tenance must be its principal objective. Sponsors of flex-
ible price supports think that Congress has made it im-
possible for the program to work. First, acreage is the
basis of control rather than actual quantities measured in
bushels, tons, or bales. Next, national acreage allotments
are typically so large that much of a new crop cannot
be sold in free markets. For instance, Congress prohibits
the Secretary of Agriculture from cutting wheat alloments
below 55 million acres, although half that acreage would
produce about 660 million bushelsan amount adequate
for food, seed, and unsubsidized exports for one year.
Moreover, Congress allows any one to plant up to 15
acres of wheat, and anyone to plant 30 acres for feed if
it is used on the same farm.59 In 1959, this legal setup
resulted in production of 1,462 million bushels of wheat to
be supported at a national average price of $1.81 per
bushel. But the demand curve in Figure 3 indicates that
a crop as large as this one could be sold for an average
price of about 50 cents per bushel, assuming all the other
wheat in storage were kept off the market and had no
effect on prices.

For commodities troubled with excessive supplies, flex-
ble prices provide no magic method to escape the effects

of the Law of Supply and Demand, even if the flex were
wide enough to be effective over time. Without supple-
mentary programs to keep the market less burdened with
surpluses as they would continue to accumulate, this pro-
gram will not maintain prices above the equilibrium price.
Flexible prices tend to increase variations in prices and
production, because of the delayed response of agriculture
to lower prices, even those for annual crops. When farm-
ers think Congress will not really cut production and
lower prices to economic levels, production adjustments
arc further delayed.

(2) Sugar Act
A brief statement about this Act is included (even

though it would not be a solution to the problems of wheat
or United States agriculture), because it is a very success-
ful program founded on close cooperation between govern-
ment and private industry. It includes price controls, di-
rect payments, and resource controls, together with regu-
lation and taxation of imports.

Sugar is like wool in that large amounts of it are im-
ported to meet domestic needs. The cane or beets from



which sugar is extracted do not go into the general market,
but must go through controlled channels, including the
processor with whom the farmer has previously com-
pleted selling arrangements. Unlike wool imports, most of
which come from distant areas, sugar is available in sur-
plus volume from some United States neighbors. In addi-
tion to being in short supply in the United States, sugar
makes possible a government action-program by its char-
acteristics of production, processing, and marketing which
would not apply to most other agricultural products.

The Sugar Act of 1948 as amended in 1956 provides
present legislation for sugar. This act effectively aids
sugar beet and cane producers and processors in the
United States. Instead of high tariffs to control imports,
a more effective system of quotas regulates supplies to
fit demand. National sugar requirements are determined
each year by the Secretary of Agriculture. Each of the
following producing areas is given a quota approximately
as follows: domestic beet, 22%; mainland cane, 6%;
Cuba, 33%; Hawaii, 13%; Puerto Rico, 14%; The Phil-
ippines, 11%; and the Virgin Islands and other areas,
1%. Inshipments are limited by these quotas unless the
Secretary declares a shortage. In that event, allocation of
the added quota is in accordance with a previously ar-
ranged schedule.

A processing tax on the basis of 50 cents per 100
pounds of raw sugar is levied on all sugar shipped into
the United States for direct consumption. From these
processing taxes, the government pays American produc-
ers a bonus above the regular contract price they receive
from the refineries. This has been about $2.60 per ton,
which means about $50 per acre of beets.

Sugar is one of the protected and subsidized crops.
Probably no government agricultural program has been
more "successful" than the Sugar Act. Over the years, it
has raised the retail price of sugar considerably and stiLl
maintained good consumer relations. The processing taxes
more than pay the producer subsidies, so the treasury does
not lose money. The Sugar Act is an example of the type
of legislation obtainable by a united industry, particularly
if some imports of its product are needed to meet
demands. The sugar industry illustrates close working to-
gether of producers and processors with the sanction and
help of the federal government.

(3) Wheat Stabilization Act of 1959
No group is more aware of the failure of present gov-

ernment action-program's for wheat than the growers
themselves. Through state organizations° and with sup-
port from the National Association of Wheat Growers,
a new version of a market segmentation plan, combined
with several other features, has been introduced in both
branches of Congress.81 Since this is the program recom-
mended by the largest organized group of wheat growers
in the nation, it is desirable to appraise it. Briefly the
major provisions of the Act are as follows: (See Fig-
ure 5 for a diagrammatic description.)

Wheat farmers eligible to vote in a referendum would
decide whether they favor this program, or the one now in
operation.G2 If the proposal should receive a majority of
votes, farmers could produce whatever amount of wheat
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they wished under closely regulated marketing conditions.
Not later than May 15 of each calendar year, the Secre-
tary would proclaim a national marketing quota which
would be in effect with respect to the marketing of wheat
during the marketing year beginning on July 1 of the
next succeeding calendar year.

The national marketing quota for any marketing year
would be the number of bushels equal to (1) the sum of
the number of bushels which the Secretary determined
would be consumed as human food in the continental
United States and by members of the armed forces out-
side the continental United States during such marketing
year; and (2) the number of bushels which he determined
would be exported during such marketing year; (3)
minus 75 million bushels.

This national marketing quota is estimated at between
800 and 880 million bushelssay 840 million bushels.
Such marketing quota would be broken into state, county,
and individual farm quotas. Each farm that raised wheat
in 1952 or 1953, and in at least one of the three years im-
mediately preceding adoption of the program would re-
ceive a farm marketing quota expressed in bushels and
allocated on a fair basis in relation to county, state, and
national quotas. Probably this would be about 52% of the
product of the farm's base wheat acreage and its average
production per acre.63 All wheat covered by this marketing
quota is known as "quota wheat." All other wheat grown
in excess of farmers' marketing quotas is "nonquota"
wheat.

The Commodity Credit Corporation would be directed
to make available, through loans, purchases, or other op-
erations, price support to producers of wheat at a level
not less than 65% of the parity price on amounts of the
farm marketing quotas of producers. By an elaborate
system of marketing cards, detailed regulations,, and rec-
ords, the marketing of every bushel of this quota wheat
would be controlled. Only quota wheat could be used for
food or export, unless some wheat were imported, ac-
quired from the Commodity Credit Corporation, or mar-
keted by the producer before this program went into oper-
ation. However, substitution of different classes and quali-
ties of "nonquota" wheat for "quota" wheat on a bushel
for bushel basis would be permitted to encourage move-
ment of most desired wheats into food and export uses.

Also, not later than May 15, the Secretary would de-
termine and proclaim the domestic food quota for wheat.
This food quota would be the number of bushels of wheat
that would be consumed during the coming year as human
f 00(1 (not liquor or beverages) in the continental United
States and outside this area by members of the armed
forces. This is now estimated to be about 485 million
bushels.

The Secretary would issue stabilization certificates for
the domestic food quota to each farm which had a mar-
keting quota and would place not less than 20% or more
than 50% of its wheat base acreage64 under the conserva-
tion reserve of the soil bank.65 The certificate would be
issued in an amount which bears the same ratio to that
farm's marketing quota as the domestic food quota bears
to the national marketing quota. Certificates would not be
issued to any farm in excess of the number obtained by
multiplying the acreage planted to wheat by the average
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yield of such farm. When the domestic food quota has
been proclaimed, the Secretary would determine and pro-
claim the estimated parity price of wheat as of the begin-
ning of the marketing year concerned. The value of any
stabilization certificate issued would be equal to 35% of
such estimated parity, multiplied by the number of bushels
of food quota for that farm. The value of any stabilization
certificate so determined must remain constant and in
effect until redeemed.

In addition to issuing stabilization certificates to farm-
ers, the certificates would be bought and sold by the Com-
modity Credit Corporation and various agencies designated
by the Secretary. All processors of wheat into food prod-
ucts composed wholly or partly of wheat for domestic
food consumption or for export must have in their posses-
sion stabilization certificates to cover all the wheat proc-
essed. No person would be permitted to bring into the
continental United States any food products containing
wheat in excess of the quantity for which stabilization cer-
tificates had been acquired by such person.66

The Secretary would pay exporters amounts equal to
the value of stabilization certificates covering wheat in
food products they export. This would encourage exports
by reducing the cost of wheat to around 65% of parity.

Other miscellaneous provisions are:
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FIGURE 5. Diagrammatic description of the Wheat Stabilization Act of 959.

CARRY-OVER

I .3 billion bushels

c.c.c.

II

If a farmer did not sell all his marketing quota during
the marketing year, this unsold quota would be added to
his marketing quota for the next year.
Conversion factors would be established for the amount
of wheat in various food products.
Severe penalties are provided for violation of the Act.
Adjustments could be made in the national marketing
quota and/or in the domestic food quotas under emer-
gency conditions.
Provision is made for records and reports.
The bill requires creation of a Security Reserve of 500
million bushels of wheat which could be removed only in
case of war or other national emergency proclaimed by
the President. (Rotation to maintain condition and pre-
vent spoilage is permitted.) Savings in storage charges
would be sought by obtaining bids on a permanent, long-
term, storage program.

This Act does not limit wheat production. It controls
the marketing of every bushel of wheat for domestic food
and export. It provides for a multiple-price, marketing
system in which wheat for domestic food would return
growers not less than 100% of parity; export wheat would
sell at or above 65% of parity; and "nonquota" wheat
would sell for feed and industrial uses at free market
prices.

FOOD, EXPORT EXPORT

485 million bushels 355 million bushels 75 +- million bushels

@ $2.48 to farmers @ $1.65 to farmers



Probably the most striking characteristic of the pro-
gram is the effective segmentation of the market-that is,
breaking the big wheat market into three segments, each
with its own demand curve. Thus this Act would do for
wheat producers what many businesses and professions
do for themselves (p. 6). Another important character-
istic is that it would provide sufficiently favorable prices
for food and export wheat to permit the balance of the
crop to sell at free market prices for feed.

How would this program apply to an individual wheat
farm that raised wheat in 1952 and 1953? The marketing
quota for this farm would be determined on the basis of
(1) the average acreage planted to wheat in 1952 and 1953
(with specified adjustments), (2) the average annual yield
per harvested acre for the last five years (with possible
adjustments), and (3) the percentage which the national
marketing quota is of the product of the national base
acreage and the average national production of wheat per
acre-about 52%. Assume the wheat base acreage for this
farm is 400, and the average yield is 32 bushels per har-
vested acre.67 This would provide this farm with a mar-
keting quota of 6,656 bushels (52% of 400 X 32 bushels).
Assume further that there are another 200 acres in the
farm suitable for wheat production each year.

If the farmer decided to put the required land in the
soil bank, he would be entitled to a stabilization certifi.
cate. If the national domestic food quota were 485 million
bushels, and the national marketing quota were 840 mil-
lion bushels, this farm's maximum stabilization certificate
would be based on 3,840 bushels. This is 57.7% of his
marketing quota (6,656 bushels), because 485 million is
57.7% of 840 million bushels. If $2.36 is parity for
wheat68, 35% of it is about 83 cents. Thus the maximum

Total area available
Area planted to wheat
Area planted to other crops
Area in soil bank
Marketing quota
Marketing quota wheat produced
Food quota
Food quota wheat produced
Nonquota wheat produced
Total wheat produced

Table 1. LAND USE COMBINATIONS UNDER THE WHEAT STABILIZATION ACT OF 1959.

Stabilization Certificates
Sales of quota wheat ($1.53 per bu.)
Sales of nonquota wheat ($1 per bu.)
Total wheat sales

Conservation pa3'ments ($13 per acre)
Gross returns
Av. return per bu. without soil bank
Av. total return per bu. produced

Unit
acres
acres
acres
acres
bu.
hu.
bu.
hu.
bu.
bu.

$'s
$'s

$'s

Assume yield of 32 bushels per acre.
Assume parity is $2.36, and 35% of parity is 83 cents.
Assume average conservation payment for wheat land is $13 per acre.
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value of his certificate would be $3,187 (3840 X $.83).
Some illustrations of the operation of this program for

each of six land-use combinations are presented in Table
1, and observations about the combinations follow:

Commercial wheat farmers could hardly afford to re-
main out of the program entirely, because they would
be forced to sell all their wheat at feed prices, which
probably would be around $1.
Most commercial wheat farmers probably would put
between 20% and 50% of their least productive base
acreage in the conservation reserve to be eligible to ob-
tain stabilization certificates.
These land use patterns indicate the minimum of the
base acreage put in the soil bank (20%) would return
larger gross revenue than the maximum amount (50%).
($17,995 compared with $15,579 when 400 acres are
used; and $24,395 compared with $22,115 when the en-
tire 600 acres are involved with wheat.)
The highest average return per bushel would be obtained
by producing only about the amount of the farm's mar-
keting quota, and putting 50% of the base acreage in the
conservation reserve ($2.43 per bushel in combina-
tion 3).
For farms with wheat as their best crop, and with pro-
duction costs per bushel less than 65% of parity ($1.53
per bushel), maximum net income would result from
producing (1) enough wheat to fill the farm's food
quota with returns equal to 100% of parity; and (2)
enough to fill the balance of its marketing quota at a
price of 65% of parity; and (3) enough additional non-
quota wheat so that the added cost of producing the last
bushel would equal the added return from selling it.

600 600 600
4014 320 200
200 200 200

80 200
6656 6656 6656
6656 6656 6400

3840 3840
3840 3840

6144 3584
12800 10240 6400

10184
6144

16328

16328
1.28
1.28

3187 3187
10184 9792

3584
16955 12979

1040 2600
17995 15579

1.66 2.03
1.76 2.43

600 600 600
600 520 400

80 200
6656 6656 6656
6656 6656 6656

3840 3840
3840 3840

12544 9984 6144
19200 16640 12800

10184
12544
22728

22728
1.18
1.18

3187 3187
10184 10184
9984 6144

23355 19515

1040 2600
24395 22115

1.40 1.52
1.47 1.73

Selected Combinations 1 2 3 4 5 6

Acres concerned with wheat 400 400 400 600 600 600

Av. gross return per acre involved with wheat 40.82 44.99 38.95 37.88 40.66 36.86
Number bushels returning $2.36 per bu. 3840 3840 3840 3840
Number bushels returning $1.53 per bu. 6656 2816 2560 6656 2816 2816
Number bushels returning $1.00 per bu. 6144 3584 12544 9984 6144



Criterion 1. Would the Stabilization Act reduce wheat
production without increasing production of other agricul-
(nra! products? Production of wheat would increase be-
cause with controls removed it is expected that 70 to 71
million acres would be planted to wheat instead of the
slightly less than 57 million acres planted in 1958. In the
wheat regions, some land which had been producing other
crops, especially feed grains, would be shifted back to
wheat production. Some reasons for the shift are larger
total production, larger gross and/or net returns, in-
creased convenience, personal likes of farmers, and less
risk over the years. It is possible that some farmers who
could not obtain a marketing quota would raise wheat in
volume to sell around $1.

No or only slight increase in production of other prod-
ucts would likely occur because of the acreage shift to
wheat, and because between 16 and 39 million acres would
go into the conservation reserve under this program.65
Corn production probably would be affected very little,
and total feed production (including added wheat) prob-
ably would not be increased much by the program. The
50% limitation on base acreage which could be put in the
conservation reserve would discourage placing entire
farms in the soil bank, thus failing to take out of produc-
tion all the land their owners were willing to remove from
production.

Stocks of wheat held by the Commodity Credit Corpora-
tion would be reduced by about 75 million bushels per year,
but total stocks of wheat would increase. It is estimated
that it would require about 12 years, however, to reduce
government wheat stocks to reasonable levels, even main-
taining the 500 million bushel security reserve required
by the Act.

Criterion 2. Would the Stabilization Act provide
"reasonable" incomes to wheat producers and stability to
United States agriculture? Average returns for wheat
under this plan would be favorable to producers.

Million dollars
Domestic food quota (485 million bushels

@ $2.48)' $1,202.80
Balance of marketing quota (355 million

bushels @ about $1.65)* 585.75
Balance for feed (560 million bushels @

$1) 56Q.00
Conservation reserve payments (20 million

acres fi) $13) 260.00

Total returns from wheat program $2,608.55

Seventy million acres with an average yield of 20
bushels per acre ° would produce 1,400 million bushels.
This is an average return of $1.86 per bushel, which is
about 78% of parity. Without the conservation payments,
the average return per bushel would be $1.67.

Prices are not income. Large commercial wheat farms

*Since the quantity of wheat eligible for marketing for domes-
tic food or exports is 75 million bushels less than anticipated
requirements, the government would be selling in the open
market. Present law prevents the Commodity Credit Corpora-
tiOn from selling for less than 105% of supports, plus reason-
able carrying charges. So food wheat would bring farmers
not less than 105% of parity; and export wheat would bring
them approximately 70% of parity.
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with low production costs should obtain favorable incomes
under this program, but small farms producing less than
100 acres of wheat would not receive "reasonable" incomes
from the wheat enterprise alone. In terms of parity, wheat
would fare well compared with most other farm products.
Wheat for food (485 million bushels) would return farm-
ers not less than 105% of parity. This would attract most
producers who could qualify for a marketing quota.

Added stability in wheat production should result from
some characteristics of the program. Wheat in excess of
what is eaten, used for seed, and exported could move into
the feed market at whatever price it would bring. Farmers
would be free to plant all the wheat they desired; their
decisions would be based more on economics and less on
government regulations. Establishment of the Security
Reserve would continue maintenance of adequate supplies
in case of national emergency, and still the price depress-
ing effects of the supplies should be less than under
present conditions.

Whether net effects of the program would result in
greatly increased stability for the wheat industry or for
United States agriculture is questionable. Several features
of the program are likely to be subjected to continuous
pressure for legislative changes. The food-quota, certifi-
cate principle is one that most commodity groups would
like to employ. It provides a governmental mechanism for
doing what many nonagricultural industries do for them-
selves; it divides the market into segments. Once the plan
is in operation, it is likely that other commodity groups
would request the same general type of government help.
Rice, corn, barley, and oats are used for human food, ad-
mittedly in smaller volumes than wheat in the United
States, but enough so that a higher return for food-use
would help growers. Markets for wool and some fruits,
vegetables, and nuts could be broken into segments to in-
crease total returns to producers.

All wheat is treated alike in granting food quotas, al-
though much larger portions of some wheats go into do-
mestic human food than is the case with other wheats.7'
Would adjustments in this provision be demanded of Con-
gress until they were obtained?

The first year of the program could be very discour-
aging unless some additional government action were
taken. Since wheat for food would be higher priced than
at present, processors (millers and bakers) might build
large enough inventories before the program went into
effect to reduce considerably the quantities of wheat and
stabilization certificates they would need to purchase. This
would adversely affect both wheat stocks and finances re-
lating to certificates and weaken the entire program.

With wheat production as large as is expected, and
with Commodity Credit Corporation acquisitions limited to
wheat from the marketing quota (840 million bushels),
farmers might have very large amounts left over for stor-
age. These stocks could become so large as to result in
changes in the law before it had a fair chance to operate
and force more storage by the Commodity Credit Corpora-
tion.

Areas and producers who raise feed grains other than
wheat (corn, sorghums, and barley) might object so stren-
uously to the price structure for wheat under the program
as to force Congress to make changes in it.



Criterion 3. Would the Stabilization Act provide for
governmentally set prices or for free market prices? This
program is a governmentally manipulated, multiple-price
mechanism. Two price levels would exist in the market. If
necessary, the government would support the marketing-
quota portion of the crop at not less than 65% of parity.
The second price level would be for all other wheat selling
in free, competitive markets. If the marketing quota were
kept small enough to permit all quota wheat to move easily
into foods and export, the support would be a "floor" and
market prices would ordinarily be above this level. Under
these circumstances, the Commodity Credit Corporation
would not acquire wheat. However, if the marketing quota
were so large that it would not sell at a price of 65% of
parity, then the government would continue to build up
stocks of wheat.

With a marketing quota of 840 million bushels, the
government export programs would be expected to dispose
annually of 430 million bushels of food wheat in one form
or another. If this could be done, the 75 million bushels
would be removed each year from Commodity Credit Cor-
poration stocks. This is an optimistic export goal, however,
and one at least twice as large as could be expected if ex-
port subsidies were discontinued. The program could con-
tinue to function, however, if export subsidies were
stopped, btit the marketing quota would be considerably
smaller than is now anticipated.

The third price, costs to wheat processors, would be a
combination of the stabilization certificate (estimated now
to cost processors about 83 cents per bushel), and the
support price, or the price in the open market, whichever
was higher. Thus, two of the three price levels would be
legislated levels. Wheat for feed would sell in competition
with feed grains for what the market would pay.

Criterion 4. Would the Stabilization Act encourage a
free agriculture and be administratively feasible, both in
operation and in cost?72 The government would be vitally
involved in this program on a large scale as long as the pro -
gram operated; therefore, agriculture would not be "free."
In addition to establishing marketing and food quotas for
each wheat state, county, and farm, and determining quotas
and parity in advance, the Commodity Credit Corporation
would stand ready to support prices if need be. The ex-
port programs would attempt to move wheat into foreign
markets to avoid more glut at home; and the Commodity
Credit Corporation would issue, buy, and sell stabilization
certificates, which legally could sell for only one price. A
major role of government would be to allocate (from an
inadequate reserve) marketing quotas to the thousands of
farms now growing wheat, but not doing so in 1952 or
1953.

Continued difficulty probably would exist because of
large government payments (stabilization certificates) to a
relatively few big operators. Only 10% of the wheat farms
have allotments larger than 100 acres. Nearly 9,000 farms
have allotments larger than 500 acres. Therefore, it is
likely that about 40% of the value of stabilization certifi-
cates issued by the Secretary would go to the 10% with
allotments larger than 100 acres. Only one more govern-
ment responsibility will be mentioned; that is checking all
the "quota wheat," and enforcing the law. This would be
a tremendous, continuing, and necessary taska very
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complex one for a product as difficult to identify as wheat.
Foretelling the administrative costs of such a program

is practically impossible. The complexities of marketing
cards and stabilization certificates, determining farm quo-
tas and checking the wheat as it would move through the
marketing channels, are unprecedented in the United
States. How carefully would individual farm marketing
quotas be determined? The thoroughness of the enforce-
ment of the law would greatly affect administrative costs.
If provisions were not strictly enforced, violators (farm-
ers and/or processors) could gain considerable income ad-
vantage over the vast majority who would comply with the
law. But those few could cause a general breakdown of the
program if they were not apprehended and forced to com-
ply. The most severe test of administration and enforce-
ment, unfortunately, would come at the start of the pro-
gram, before the administration was as fully prepared as
it would be later to handle the problems. The vast quanti-
ties of wheat in storage from earlier years could prove to
be a major administrative problem. Whatever the adminis-
trative costs, they would be borne by taxpayers and would
continue as long as the program operated.

Several other costs are somewhat easier to estimate.
A summation of these estimated costs follows

Item lliTillion Dollar.c

Administrative costs
Conservation reserve (20 mu, acres

$13) 260
Export subsidies (230 mil. bu. ( $30) 70
Storage of security reserve wheat (500

mu. bu. @ $15) 75
Increased costs of food wheat ($.76 per

bu. on 485 mil. bu.)* 368

Total (exclusive of administration) 773

Thus it seems reasonable to estimate total costs, in-
cluding administration, would be at least $1 billion each
year the program operated.

Criterion 5. Would the Stabilization Act be applicable
to all phases of United States agriculture by making modifi-
cations for different commodities, areas, and times? The
principle of market segmentation by government action
would appeal to various commodity groups interested in
obtaining 100% or more of parity on a portion of their
sales, and could be applied to many of them. But if such a
program were extended to all important food groups, the
problems and costs of administration and enforcement
would topple the program. Also the current problem about
favoritism toward certain commodity groups would con-
tinue if a program to raise prices and incomes by a gov-
ernmentally enforced multiple-price system were extended
only to one or a few commodities. This plan has not been
proposed as one adapted to American agriculture, and it
appears unlikely that it will be.

(4) Compensatory Prices
Congress and some farm leaders are showing more

interest in compensatory price payments to farmers.73
Professor George P. Brandow has proposed this type of

*$2.48 is 76 cents larger than the $1.72 average price in 1958-59.



program for consideration.74 Such a program would func-
tion essentially as follows: (1) prices would be determined
in free markets; (2) payments to farmers from the treas-
ury would be based on the difference between "intended"
prices and actual market prices for limited volumes of
products; and (3) one or more devices would be used to
reduce or to discourage production of "surplus" commodi-
ties. Because of serious limitations to such programs and
because no detailed program has been presented, only the
principal strong and weak points of this type of program
will be discussed.

The principal strong points are significant ones. Prices
would be freely determined by economic forces rather than
by government. This program could apply to essentially all
of United States agriculture if serious administrative
problems could be solved. Foods would remain abundant
and relatively cheap; at least prices farmers received
would be lower than many of them are in 1959. Also,

products would be available for United States citizens to
consume at home or to export at more nearly world prices
than at present. These lower prices should strengthen
United States competitive position in world commercial
markets without large, annual export subsidies.

Important weaknesses of such programs are numerous
and troublesome. The basic objective of the programs is
to supplement and enlarge incomes. But like present pro-
grams, the smaller, lower income farmers would get but
little increased income because their volume of production
is so small. On the contrary, large operators, who sup-
posedly need them less, would receive big payments unless
a limit were established. A successful and acceptable legal
mechanism for distributing money among farmers on the
basis of "need" would be difficult to develop and admin-
ister in the United States.

Another problem is how to determine "intended"
prices. These are the prices government would decide are
the "desirable" prices for various commodities. Parity has
been used as a price goal, but it it recognized as generally
unsatisfactory. Such drastic changes have occurred in
production practices as to make parity of questionable
worth, especially for a task like this one.77 For instance,
90% of parity for corn would be about $1.53 per bushel.
This is considerably (at least a 100%) above average cost
of production.76 However, 90% of parity for many prod-
ucts would not mean any such profit margin as this. Con-
sequently, either serious inequities would exist, or differ-
ent percentages of parity would be needed for various
products. This would lead to legal and administrative
problems. In addition, if the "intended" price were set too
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low, the income payments would be smaller and thus par-
tially defeat the major objective of the program. If the
"intended" prices were high, drains on the treasury would
be severe.

A third problem is how and to what extent to control
production. An early proposal would use allotments and
marketing quotas to limit production or marketings. The
Brandow plan would make compensatory payments on
only a portion of the production, say 75% of the crop
produced in the base period, aiming to make it profitable
for farmers to reduce production. It these plans did not
control production, some other method would be required
in order to avoid excessive marketings for which farmers
would receive compensatory payments.77 As mentioned
earlier about wool, payments for products in short supply
stimulate production. Payments do the same for products
in surplus, unless production is adequately controlled.

A fourth problem is the high annual cost of this pro-
gram. It is estimated that one direct payment plan would
have cost about $4 billion per year in payments to produc-
ers of six perishable cOmmodities.78 The costs would de-
pend on how many commodities were included and at what
level of income, but the plan would cost at least $5 billion
a year and possibly more if it covered the principal agri-
cultural products. Another weak point is that money would
come as a direct payment from the treasury. Some people
dislike the "charity" and "dependent" aspects of these
payments more than others. Many people (farmers and
nonfarmers) have been receiving checks from the govern-
ment for years. A serious aspect of such payments is
that they would stimulate competition for farm land,
and might retard movement of people off farms and delay
consolidation of small holdings to create larger, more effi-
cient farm units. If the voters should decide to terminate
compensatory payments, the agricultural plant would still

be maladjusted.
Finally, and possibly a major problem would be de-

termination of allotments for all the commodities involved
on the several million farms. Allotments would need to be
adjusted from time to time. Checking compliance, making
payments, and enforcing the law would create serious
administrative problems.

Compensatory price plans might well have a place in an
overall agricultural program. But probably it would be on
an emergency basis for a few commodities over a short
period while adjustments were made. The principal excep-
tion to such a secondary place could arise if the American
public decided to place all-out emphasis on bringing farm
money incomes up to nonfarm incomes.



Additional Aspects of the Problem
PROBLEMS OF AGRICULTURE and farmers are present

the world over. Moreover, they will continue to be vital,
challenging problems in the TJnited States and elsewhere
because the economy is ever changing.

No specific objective on which to establish a national
agricultural policy relating to the price-income-surplus
problem has been determined for Congress by American
citizens.

In the meantime (since 1922) Congress, agricultural
leaders, and others have been unable, or unwilling, to see
things as they are. They have been looking for something
that in all probability does not existan easy, painless,
popular solution to this price-income-surplus problem.

American Citizens have not yet decided whether or not
they wish their government to make farm and nonfarm
money incomes more equal than they now are.

Unless government and/or farmers themselves take a
firmer hand than they have so far, United States farmers
will continue to receive lower money incomes than com-
parable workers outside of agriculture because:

The farm business and the home are so intimately re-
lated that on many farms business decisions are difficult
to make because they affect family living. That is, it is
not simply a "cold-blooded" business venturebut life
itself, where the family and way of living are involved.
There are large numbers of relatively unorganized, inde-
pendent individuals, producing food (including some
for their families) and able to get along on their own for
quite some time if need be. Many of these farmers will
continue to farm and sell their products below cost of
production for some years (if they have to) rather than
move off the land for higher money incomes in a city.
But the products they produce, consume, and sell weaken
markets.

Suggestions for Positive Action
DETERMINE OBJECTIVES as the basis for national agri-
cultural policy.
Develop action-programs to attain these objectives.
Reduce government help gradually. Announce that by
196? all price supports, allotments, quotas, purchase,
and export programs would be discontinued. This might
well be done by annual or biennial steps. Such a sched-
ule would provide farm operators and farm workers
time to adjust to the new agriculture. Income payments
might be used during this period of adjustment.
Increase and improve vocational training for farmers
and farm youth, and expand the employment services to
help find suitable employment for those who desire to
leave agriculture.
Strengthen the school lunch program.
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As long as there are enough farm operators and work-
ers (despite their low money returns) to supply the
nation with abundant, high quality foods and fibers on
an unfailing basis, it is questionable how long an urban
citizenry will permit its government to spend money to
raise incomes of those who produce without relating
output to their markets.

Government-guided activities which could be employed
to improve rural living are:

Increase such services as medical, hospital, library, tele-
phone, electric power, and transportation.

Decentralize industry to the extent that it is economi-
cally and militarily feasible, thus increasing employment
opportunities in rural communities.

Stop government-subsidized programs on individual
farms and on new reclamation projects which result in
increased production of agricultural products.

Expand and strengthen federal crop insurance to reduce
risk and losses from acts of nature.

Assist cooperative and noncooperative businesses furn-
ishing farm equipment and supplies, and processing and
marketing farm products to operate as efficiently as
possible in order to maximize net returns to farmers.
Revise state and federal income tax legislation to dis-
courage farm investments by nonfarmers in order to
reduce their income tax payments.

Improve and expand agricultural research and extension
programs to aid farmers in producing efficiently and in
marketing their products more advantageously because
these programs bring such large benefits to the nation
as a whole.

Strengthen educational facilities so the nation may gain
as much as possible from the latent productiveness of
its rural youth.
Eliminate legislation which fosters and encourages mo-
nopoly practices (Fair Trade Laws), and enforce anti-
trust laws much more effectively than in the past.
Expand the conservation reserve portion of the soil
bank program on politically and economically acceptable
bases to remove land from production (preferably en-
tire farms).
Establish a system of forward pricingnot to raise
prices or incomesbut to stabilize them and give added
security to agriculture.
Continue and improve state and federal marketing ord-
ers where they function satisfactorily.



The average per capita income of the farm population from all
sources was $1,068 in 1958, compared with $2,034 for the nonfarni
population. The Committee for Interregional Price and Income
Policy (IRM-1) is endeavoring to arrange for collection of more
adequate income data.

2 "Business is Competing Harder Than Ever Before," Fleming,
Harold, Saturday Evening Post, p. 10, July 11, 1959.

Fair Trade Laws have been passed in most states (including
Oregon) and by Congress (Miller-Tydings Act, 1937). The prin-
cipal provision of these laws is to make it legal for a manufacturer
or distributor to contract with merchants who agree to resell the
merchandise at prices not less than the "fair trade price" suggested
by the manufacturer. 'When such a contract has been signed by one
merchant in a state, no one else in that state can legally sell below
the "fair trade price." Constitutionality of these laws has been
questioned repeatedly, but the 86th Congress is considering passage
of a new Fair Trade Act."

A family farm is conceived to be large enough to support a
family with fairly adequate income and yet small enough so that
the farmer and his family, perhaps with some outside help, can do
most of the work and carry out the management functions. Agri-
cultural Policy of the United States, Halcrow, Harold G., Prentice
Hall, Englewood Cliffs, N. J., p. 191.

"Administered Prices and the Inflationary Process," Ackley,
Gardner, American Economic Review, p. 419, May, 1959. "Imper-
fect Competition Within Agricultural Industries," Nicholls, Wil-
liam H., The Iowa State College Press, Ames, Iowa, 1941, p. 158.

The Demand and Price Structure for Wheat, U.S.D.A., Tech-
nical Bulletin, No. 1136, November, 1955.

General agreement exists that the economic status of operators
of many small farms is regrettable. But beyond that point of agree-
nient there is a broad fork in the road. One group professes to
think government should raise these incomes by direct payment;
by charity if need be. The other group believes that resources are
inadequate on these farms to provide satisfactory incomes; that it
is impossible to obtain adequate money income from operating
these small farms. Small automobile manufacturers, small grocery
stores, small steel and aluminum companies, and many other small
business ventures and small towns have trouble surviving "prog-
ress" in our "free" economic system. Also, there are millions of
low income people in urban areas.

The problems of these small farms are very different from
those of commercial farms which supply most of the food and fiber
for market. Price supports and production control are not the
answer for small farms. The solutions probably are a combination
of activities; such as vocational training for farmers and their
children; off-farm employment; location of some industries in areas
of small farms with qualified, surplus labor; improved marketing;
consolidation of farms; cooperative ownership and use of farm
machinery and equipment; and improved education of rural youth.
Some charity will continue to he necessary and desirable, but few
Americans appear to want to exchange their freedoms for a secur-
it)' supplied by a benevolent government.

"Farm Price Supports and Economic Stability," Fox, Karl A.
Paper prepared for a Conference on Policies to Combat Depres-
sionNational Bureau Committee for Economic Research, Prince-
ton, New Jersey, May 14-15, 1954.

"Agriculture's ProblemA Little Too Much," Christian, W.
E. Jr., and Fought, W. A., Farm Policy Forum, Fall, 1954, p. 12.
"Moving Resources Out of Agriculture," Kalcior, Don, Farm Pol-
icy Forum, Fall, 1954, p. 33.

'° For aid in comprehension, it is assumed that no changes occur
in such factors as expendable incomes, population, taste, substitutes.

Unofficial estimates of price-quantity relationships needed for
construction of the demand curves for wheat in Figure 2 were
supplied by Robert F. Post, Head, Food and Feed Grains Section,
Statistical and Historical Research Branch, Agricultural Marketing
Service, U.S.D.A. The elasticity of demand for food-wheat was
0.07. It was assumed that at $1 wheat would compete with corn
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for feed. Little would be taken by- industry even at a low price. In
case of exports, it was assumed that there would be no export
subsidy payments or aids such as Public Law 480, and that restric-
tions by importing countries would be reduced only moderately.

"This practice of breaking a market into several component
parts is commonly used by business and professions in selling their
goods and services.

"Changes in- Farm Production and Efficiency," A Summary
Report, U.S.D.A. Statistical Bulletin No. 233, August, 1958, p. 34.

'° "Future ProspectsExpanding Farm Output," Mehren, G. L.,
Farm Policy Forum, Fall, 1954, p. 5.

Average numbers of bushels of wheat produced per acre in
various countries:

Foreign Agricultural Trade Statistical Handbook No. 179, F.A.S.
U.S.D.A., August, 1956.

'° "Farm Prices," Cochrane, 'Willard W., University of Minne-
sota Press, Minneapolis, 1958, pp. 148 and 149.

'° "The Use of Flexible Prices," Cochrane, 'Willard W., Farm
I'olicy Forum, Fall, 1954, p. 16.

'° "Pacific Northwest Wheat," Hollands, Harold F., Oregon Ex-
periment Station Bulletin 556, pp. 36-37.

" Net United States farm income in 1951 was $16.3 billion, com-
pared with $14.2 billion in 1958. During this same period the all-
commodity wholesale price index rose from 114.8 in 1951 to 119.2
in 1958 (1947-49 = 100). Factory wage rates in the nation averaged
$1.59 per hour in 1951, and $2.13 in 1958.

° Kansas Agricultural Experiment Station, Circular 353, p. 7.

Supplement for 1957 to Consumption of Foods in the Uni-
ted States, 1909-52, Agricultural Handbook No. 62, Agricultural
Marketing Service, U.S.D.A., September, 1958.

°' "Federal Agricultural Price and Income Policy," 1955-59,
Penn, R. J., Journal of Farm Economics, May, 1959, p. 187.

° All programs are considered to be administered by govern-
ment, because the author sees few advantages and some possibly
serious disadvantages in permitting private organizations to admin-
ister agricultural action-programs. "Political" feasibility is not in-
clucled as a criterion because the author believes (1) what is eco-
nomic could he "sold" to the general public who directs Congress
and (2) what has been "politically" feasible frequently has been un-
satisf actor)' for the nation.

" State marketing orders have proved particularly successful in
Calif ornia.

° The author knows of no proposal to use them for such a pur-
pose.

Nongovernment agencies aid in disposal of large amounts
under some circumstances, although in recent years government
subsidies have been employed in this area too.

° "Policies for Expanding the Demand for Farm Food Products
in the United States," Part I, History and Potentials, Wetmore,
John M., Martin E. Abel, Elmer W. Learn, and Willard W. Coch-
rane, University of Minnesota Technical Bulletin 231, April, 1959.

Printers' Ink and Publishers Information Bureau. Total ad-
vertising in the United States cost about $10 billion in 1958.

"Advertising Food Products: Facts or Fiction," Andrews,
R. A. and W. W. Cochrane, Minnesota Farm Business Notes, No.
369, March 30, 1956.

° Ibid.

' "An Evaluation of Solving the Income Problem of Coin-
mercial Agriculture by Changing Consumer Preference Through
Promotion and Advertising," Wood, Garland P., Extension Spe-
cialist in Agricultural Economics, Michigan State Uiiiversity. -

United States 18.1 France 35.0 United King-
Canada 12.7 W. Germany 38.9 dom 42.3
Belgium 4-6.5 Netherlands 53.6 Japan 33.6
Denmark 50.9 Switzerland 49.5 Egypt 34.1

New Zea-
land 39.5



"Policies for Expanding the Demand for Farm Food Products
in the United States," Part I. History and Potentials, Wetmore,
John M., Martin E. Abel, Elmer W. Learn, and Willard W. Coch-
cane, University of Minnesota Technical Bulletin 231, April, 1959.

"Tndustrial Alcohol," USDA., Miscellaneous Publication 695.
" Public Law 480 is being studied in detail by Michigan State

University and the University of Arizona to determine its effects
on the United States, import countries, and other competing export
countries.

Foreign Agricultural Service, United States Department of
Agriculture, Washington 25, D. C.

'Surplus Disposal As a Tool for World DevelopmentOb-
jectives and Accomplishments," Davis, John H., Journal of Farm.
Economics, December, 1958, P1). 1490-1492.

"Surplus Disposal As a Tool for World DevelopmentOb-
jectives and Accomplishments," Davis, John H., Journal of Farm
Economics, December, 1958, pp. 1489-1490.

The Oregon Wheat Growers League is an outstanding exam-
ple of use of farmers' money, spent wisely and well, to promote the
interests of wheat producers. A pioneer in this area, this organiza-
tion has carried on educational programs to help people learn about
the problems of wheat, Sponsored a very successful wheat promo-
tion program in the Far East, and represented the interests of
wheat growers in an effective manner.

During World Wars I and II quantities of some foods were
small enough to force free market prices very high, so the govern-
ment established ceiling prices on many foods, including wheat.

" Results of government prices set below the equilibrium prices
are indicated by Line XX.

Various percentages of this three year moving average have
been proposed.

Forward Prices for Agriculture, Johnson, D. Gale, University
of Chicago Press, Chicago, Illinois, 1947. Agricultural Policy,
Schickele, Rainer, McGraw-Hill Book Company, Inc. 1954, P1'
246-250. Agricultural Policy of the United States, Halcrow, Harold
C., Prentice-Hall, Inc., Englewood Cliffs, N. J., 1953, pp. 317-333.
Trade and Agriculture, Johnson, D. Gale, John Wiley & Sons, Tnc.
New York, 1950, pp. 92-125.

Effects of direct payments may he studied intensively under
the Interregional Price and Income Research Project (IRM-1).

The Wool Situation, May, 1959, Agricultural Marketing Serv-
ice, U.S.D.A.

as Studies of methods to control agricultural production will be
made under the Interregional Price and Income Research Project
(IRM-1).

"Annual net migration from agriculture was two million or
more in prosperous 1952 and 1956, and practically nothing in the
mild recession years of 1954 and 1957. In 1958, there were 20.827
million people on United States farms compared with 32.530 mil-
lion in 1916. During this same period total population in the na-
tion increased from 101.612 million to 173.435 million. From "Farm
Population," U.S.D.A., Agriculttiral Marketing Service, August 8,
1958, Series Census.

"The Steagall Amendment to the law setting up the Commod-
ity Credit Corporation provided that the price of any crop, which
the Secretary officially declared should be produced in larger vol-
ume for the war effort, must be supported at least at 90% of parity
during the war and for two years after its termination.

""The Nature of the Supply Function for Agricultural Prod-
ucts," Johnson, Gale D., American Economics Review, Vol. 40,
September, 1950, pp. 540-563.

"Vain attempts were made to obtain estimates from each of
four federal agencies on the total amount of such write-offs.

""Reflections on Farm Policy, Past and Future," Brandow, C.
E., Journal of Farm Economics, May, 1959, p. 178. "Adjusting Re-
source Organization and Allocation," Kaldor, Don, Paper presented
at conference: Problems and Policies of American Agriculture,
Iowa State College, October, 1958.

This is less than one-half the 55 million wheat acreage allot-
ments in 1959.

"Resource Adjustments Through Voluntary Land Retirement
Programs," Bottum, j. Carroll, I-'urdue University, 1959.
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"' Supposedly much (not all) of the land purchased would be
marginal or submarginal.

"Average value per acre of farm real estate in the United
States on March 1, was $94.52 in 1957; $100.39 in 1958; and $108.11
in 1959. U.S.D.A., Agricultural Marketing Service, The Farm. Real
Estate Market, May, 1959.

"Land Control Alternatives," Heady, Earl 0., Farm Policy
Forum, Volume TI, No. 3, 1958-59, p. 30.

""Prospects for Agriculture," Barton, G. T., and R. F. Daly,
Farm Policy Forum, Vol. II, No. 3, 1958-59, p. 7.

"If a farmer received 40 cents of the consumer's food dollar,
and if it were increased 25%, to 50 cents, the retail price would
need to go to $1.10. This is a 10% increase over the original $1
retail price.

The supply percentage is the estimated percentage which the
total supply (estimated production plus carryover) is of the normal
supply. Normal supply is defined separately for each of the basic
commodities.

"Production from plantings of 15 acres or less was estimated
to be 525 million bushels in the three years, 1956-57-58.

The Oregon Wheat Growers League has proposed this same
general type of program for many years.

" Senate Bill 1484 and House Bill 4679. "Wheat Price Supports
and Marketing Quotas and Durum Wheat," Hearings Sub-Commit-
tee on Wheat, Committee on Agriculture, House of Representa-
tives, 86th Congress, March 10, 1959.

A question of equity in voting rights is raised by provisions
of the Act. In 1958 there were 654,000 farmers in the nation who
overplanted their wheat allotments, compared with 554,000 who
complied. In Oregon, comparable figures were 7,612 noncomphiers
and 5,621 compliers. Since this Act provides that only compliers
can vote, less than half (46%) of the nation's wheat growers
would be eligible to vote in the referendum.

"The 52% is based upon the assumed national marketing quota
of 840 million bushels which is about 52% of the product resulting
from multiplying the average iiiuiiber of acres planted to wheat in
1952 and 1953 in the nation by a five-year average of national pro-
duction per harvested acre. Details of calculation and allocation of
various quotas are omitted since they are not required for the ap-
praisal, and since copies of the bills are available. A portion of the
quotas must be retained to allocate to farms suffering special hard-
ships or to new farms and new areas where no wheat was planted
in 1952 or 1953. At the national level, not to exceed 1% (about
8.4 million bushels of quota) must be set aside for quota adjust-
ments.

"Wheat base acreage for a farm "shall be the average number
of acres planted to wheat on such farm for the 1952 and 1953
crops, with adjustments for abnormal weather conditions during
such years, tillable acres, crop rotation practices, type of soil, and
topography."

"Exceptions are permitted if more than 50% of the base acre-
age was contracted before the beginning of the marketing year in
which the law becomes effective.

"Giving a bond satisfactory to the Seci-etary to secure purchase
of and payment for stabilization certificates is provided for the
convenience of processors.

"Average yield per harvested acre in Oregon, 1954-58.
"Parity in June, 1959.
"This would not all be in addition to acreage already in the

conservation reserve. The Act does not provide for additional funds
for the soil bank to expand, but it is assumed funds would be avail-
able if the Act were to go into effect.

"Average yield of wheat per harvested acre in the United
States for 1954-58 wa 20.6 bushels.

""In tIme five marketing years, 1952-56, domestic consumption
of the major classes was 86% of production for Durum, 84% for
Hard ReclSpring, 71% for Soft Red Winter, 47% for Hard Red
Winter, and 38% of production for White Wheat." Statement of
the American Farm Bureau Federation to the Wheat Sub-Commit-
tee of the Senate Committee on Agriculture and Forestry, Re-
garding Wheat Price SupportsMultiple Price Plans Production
Payments, March 23, 1959.



In considering the costs of a future program, costs resulting
from present and past programs are not included.

' "Can We Solve the Farm Problem," Benedict, Murray R.,
The Twentieth Century Fund, New York, 1955, p. 271.

"A ModifIed Compensatory Price Program for Agriculture,"
Brandow, G .E., The Journal of Farm Economics, November, 1955,
p. 716.

'"Cut Your Corn Growing Costs," Successful Farmincj, May,
1959, p. 44. "Minimum tillage" is reported as reducing corn pro-
duction costs by $5 to $6 per acre.

"Corn Growing Costs Run High," 11/al/aces' Farmer, April 19,

Table 1. ACRES, PRODUCTION, CARRY-OVER, AND CONSUMPTION OF WHEAT, 19091959.

The P. N. \V. consists of Oregon, \Vashington, and Northern Idaho.
n (Preliminary)
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1958, p. 72, (Full cost charge per acre was $57.85. With an 80
bushel crop, the per bushel cost is 72 cents.) (Iowa Soils.) "What
J)oes it Cost to Produce Corn," Crops & Soils, Published by the
American Society of Agronomy, March 1958, p. 12. (Full cost per
acre is $54.60; 80 bu. crop means 68 cents per bushel.) (Indiana
Soils.)

"Cochrane, Willard W., of the University of Minnesota has
presented a program with marketings strictly controlled by farm-
market quotas.

"A Modified Compensatory Price Program," Brandow, G. F.,
The Journal of. Farm Economics, November, 1955, p. 716.

Crop Year
U. S.
Acres

U. S.
Production

U. S.
Carry-over

U. S. Food
Consumption

Oregon
Production

P. N. W.' U. S. Per Capita
Production Consumption

Thou, acres Thou. bu. Thou. bu. Thou. bu. Thou. bit. Thou, bit. Pounds

1909-10 44,262 683,927 55,000 478,000 12,455 58,597 306
1910-11 45,793 625,476 110,000 485,000 13,938 50,388 306
1911-12 49,894 618,166 125,000 486,000 16,995 67,960 302
1912-13 48,413 730,011 110,000 489,000 19,860 71,490 298
1913-14 52,012 751,101 125,000 497,000 16,392 64,308 297
1914-15 55,613 897,487 115,000 500,000 18,000 66,228 294
1915-16 60,303 1,008,637 67,000 507,000 21,090 78,427 294
1916-17 53,510 634,572 225,000 469,000 17,475 56,785 268
1917-18 46,787 619,790 80,000 431,000 12,820 45,300 244
1918-19 61,068 904,130 40,000 486,000 16,660 53,907 274
1919-20 73,700 952,097 85,000 466,000 19,759 68,289 259
1920-21 62,358 843,277 170,000 443,000 21,795 70,137 242
1921-22 64,566 818,964 124,000 476,000 22,219 81,174 256
1922-23 61,397 846,649 96,000 485,000 17,377 52,512 256
1923-24 56,920 759,482 132,000 487,000 22,320 81,499 253
1924-25 52,463 841,617 137,000 502,000 14,930 44,860 257
1925-26 52,443 668,700 108,000 507,000 18,893 62,193 256
1926-27 56,616 832,213 97,000 515,000 19,222 64,984 256
1927-28 59,628 875,059 109,000 512,000 27,591 89,033 251

1928-29 59,226 914,373 113,000 515,000 23,182 80,070 250
1929-30 63,392 824,183 227,000 506,000 21,530 76,365 243
1930-31 62,637 886,522 291,115 497,000 23,621 72,743 237
1931-32 57,704 941,540 312,505 503,000 17,662 67,349 239
1932-33 57,851 756,307 375,257 485,000 20,060 72,876 228

1933-34 49,424 552,215 377,750 468,000 17,608 67,869 219

1934-35 43,347 526,052 272,893 477,000 12,610 57,270 222

1935-36 51,305 628,227 145,889 502,000 15,503 68,090 232

1936-37 49,125 629,880 140,433 489,000 20,340 75,743 225

193738 64,169 873,914 83,167 495,000 20,424 79,288 226
1938-39 69,197 919,913 153,107 492,000 22,760 87,448 222
1939-40 52,669 741,210 250,015 484,000 15,611 68,455 217

1940-41 53,273 814,646 279,721 485,000 16,960 69,736 221

1941-42 55,935 941,970 384,733 488,000 23,725 93,117 223
1942-43 49,773 969,381 630,775 493,000 19,896 82,238 229

1943-44 51,355 843,813 618,897 452,000 20,124 78,901 211

1944-45 59,749 1,060,111 316,555 495,000 24,200 95,816 230

1945-46 65,167 1,107,623 279,180 494,000 21,810 93,509 214

1946-47 67,105 1,152,118 100,086 466,000 25,168 114,036 196

1947-48 74,519 1,358,911 83,837 469,000 22,232 97,401 194

1948-49 72,418 1,294,911 195,943 474,000 29,954 115,963 193

1949-50 75,910 1,098,415 307,285 481,000 22,698 93,954 192

1950-51 61,610 1,019,389 424,714 489,000 23,693 102,800 190

1951-52 61,492 980,810 399,871 481,000 28,999 113,445 188

1952-53 70,926 1,298,957 605,500 488,000 32,016 125,069 182

1953-54 67,608 1,168,586 933,500 487,000 34,298 131,159 178

1954-55 54,400 983,900 1,036,200 486,000 26,196 109,730 174

1955-56 47,300 934,700 1,033,400 481,000 21,899 88,184 170

1956-57 49,784 1,004,300 908,800 482,000 25,607 95,041 167

1957-58 43,664 950,700 880,600 484,000 26,788 108,574 167
195859* 53,650 1,462,200 1,283,000 493,000 28,000 110,800 169



Table 2. Es1'l1At;D UTILIZATION OF U. S. WHEAT AT
VARIOUS PRICES, JUNE 1959.'

Function 1951 1952 1953 1954 1955 1956 1957 1958 19592

Mu, do!. Mi!. do!. Mi!. do!..Ij!. do!. Mi!. do!. Mi!. do!. Mi!. do!. Mi,'. do!. Mi!. do!.
Major national security 22,444 43,976 50,363 46,904 40,626 40,641 43,270 44,142 46,120
Tnternational affairs and finance 3,736 2,826 2,216 1,732 2,181 1,846 1,976 2,234 .3,708
Commerce and housing 2,217 2,624 2,504 817 1,504 2,030 1,455 2,109 3,509
Agriculture and agricultural resources 650 1,045 2,936 2,557 4,389 4,868 4,526 4,389 6,775
Natural resources 1,267 1,366 1,476 1,315 1,202 1,104 1,296 1,543 1,708
Labor and welfare 2,065 2,168 2,426 2,485 2,575 2,821 3,022 3,447 4,380
Veterans' services and benefits 5,342 4,863 4,298 4,256 4,457 4,756 4,793 5,026 5,198
Interest 5,714 5,934 6,583 6,470 6,438 6,846 7,308 7,689 7,601
General government 1,327 1,463 1,472 1,235 1,199 1,627 1,787 1,356 1,673
Allowance for contingencies 200
Adjustment to daily Treasury statement basis -705 -857

Total 44,058 65,408 74,274 67,772 64,570 66,540 69,433 71,936 80,871

Source: The Federa.l Bodget in Brief, Executive Office of the President, ti uresu of the Budget. Fiscal years.
Estimate.
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Table 4. FARM PRODUCTION: INDEX NUMBERS OF TOTAL
Ou'rpu'i', GROSS PRODUCTION OF LIVESTOCK AND CROPS,

UNITED STATES 191O581

Changes in Farm Production and Efficiency, a Summary Report, U. S.
1)epartment of Agriculture Statistical Bulletin No. 233, August, 1958 (1947.
49 = 100).

Preliminary Talk at the National Agricultural Outlook Conference for
1960, by Frederick \Vaugh, The Agrcnitieral Outlook for 3960, Nov. 16, 1959.

Table 3. FEDERAL BUDGET EXPENDITURES, l9511959.1

Actual

Farm price
per bushel Food Feed Industrial Export Total Year Index Year Index Year Index
Dollar.,

111/il. ho.

Ouanhi/ics f/ia! would he purchased
1/li!. ho. Md. hu. Mi,'. bu. 34 ii. bu.

1910
1911

61
50

1927
1928

72
75

1944
1945

97
95

4.00 470 25 2 495 1912 66 1929 74 1946 98

3.00 483 40 2 523 1913 60 1930 72 1947 95

2.00 495 55 2 2 550 1914 66 1931 79 1948 104

1.50 502 75 2 50 627 1915 68 1932 76 1949 101

1.00 509 225 2 170 904 1916 62 1933 70 1950 101

.75 512 365 1 210 1088 1917 65 1934 60 1951 104

.50 515 500 2 250 1267 1918 66 1935 72 1952 108
1919 66 1936 65 1953 109

Robert E. Post, Agricultural Marketing Service, U.S.D.A.
2 Less than 1 million bushels. 1920

1921
70
62

1937
1938

82
79

1954
.1955

109
113

1922 68 1939 79 1956 114
1923 69 1940 82 1957 114
1924 68 1941 85 1958 124
1925 70 1942 96 1959 1252

1926 73 1943 94


