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FO REW O RD 

Resear ch on problems in agri cultural policy is im­
portant to provide guideline · for legi -la ting and ad­
ministering agricultural programs. The agricultural 
experiment stations in the land-grant colleges and 
univer sities arc in a position to cond uct such r csca1·ch. 
The agricultural experimen t stations in the North 
Central Region of the United States joined in a 
regional r esearch proj ect entitled "Measurin g and 
Apprai ·ing the Impact of Agricultural Price and ln­
come Policy Upon Produce1·s, Marketing Agencies, 
and Consumers. '' One of the studies conducted unde1· 
this project is entitled "Effects of Corn Price and 
Income Policies Upon Proch1ce1·s, Marketing Agencies, 
and Consumers. '' 'rhis bulletin is the fourth in a 
series of r egional pub lications from this study . Pre­
vious publications from the study are listed at the 
right. In addition, research results have been r eleased 
in mimeograph r eport s, in articles, in cur rent publi ­
cations, in papers presented at meetings and th e like. 

Students of agTicultural pol icy, both within and 
outside the colleges a nd universities and governm ent, 
will find these publi cations of interest an d value. 
Past programs ar c analyzed and alterna tive solutions 
to problems are sugg,ested. 

The manuscript for this bull etin ,ms prepared by 
Professor Geoffrey S. Shepherd of Iowa State Uni­
versity who was chairman of a subcommi t tee in charge 
of the study. Other members of the subcommittee 
were Professor John Dunbar of Purdue University 
and Professor Vincen t W est of the Univer si ty of 
Illinois. Members of the NCM-11 Committee repre­
sentin g their r espective state agricultural experiment 
stations at the time the manuscript wa s approved were 
as follows: 

350 

Illinois . Vincent vVest 
Indiana ______ _______________ _____ _ _ John Dunbai· 
Iowa Geoffrey Shcphc1·d 
Kansas _____ _ John Schnittker 
Michigan __ 
Minnesota _____ ·---------
Missouri --------------·----­
Nebraska ------· · 
North Dakota . 
Ohio --------- ------· 
South Dakota 
,Visconsin . _ 

_ W illiam Cromarty 
. E lmer Learn 

Jerry W est 
James Hasslei· 

P erry Hemphill 
Richa rd Newber g 
Ph illip VanVlack 

H adow Halvorson 
-C. Peairs Wilson 

Administrative Adviser 

The follow ing published and unpublished r eports (listed 
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SUMMARY 

The origi nal objectiYe of the storage programs in 
1933 was to operate t.hcm as prj ce-stabilizatiou pro­
grams to stab ilize the p1·ices of f:nm prod ucts agajn st 
year- to-yea1· Yarjations in production . 

I n actua l fact, howe\·er, th e programs soon began 
to go further than thjs. ..1\ ft.e1· the firs t fe w years, 
the obj ective changed f' rom merely stabjli zing p n ces 
to ' ' stabilizing th em up 1ral'd . ' ' Loan r ates were set 
above the average-weather -crop levels, at certain pe1·­
centages of parity prices. This 1·aised the level of 
prices as well as stabili zed 1 hem again st variations in 
supply. Thj s high level of pr jc,es stimulated produc­
tion, r educed consumption and led to the accumul ation 
of unsalabl e surpluses in storage. 

On F eb. 28, ]!)61, the investment of the CCC in 
price-support programs amounted to $9,193,721,000-
made up of loans out ·tanding of $2,141,507,000 (in­
cluding $946,376,813 of loans financed by lending 
agencies ) and the cost of inventories, $7,052,214,000. 

The '' realized cost'' of '' programs primarily for 
stabili zation of farm price and income" in fi scal 
1960 was $2,094,300,000. The total cost since the 
programs began in 1932 was $19,847,400,000. 

In the case of corn, in fiscal 1958, for example, 
about one-third of the cost went to the grain trade 
and transportation agencies to cover storage and 
handling charges. 

Th e acreage-control programs of the 1930 's had 
little effect on production . The programs after "\Vorld 
War II had more effect, but since cross-compliance 
was not included, the effect was mostly to shift 
production from one crop to a110ther. 

The acreage r estri ctions and other features of the 
corn progr ams did not drive corn acreage and pro­
duction out of the Corn Belt. From 1938 to 1959, 
corn acreage and prnduction became more concen­
trated , not less concentrated , in the origin al 1938 
commercial corn area . The same thing was true for 
oats. Cattle production just held its own. The pro­
duction of hogs also became more concentrated in the 
Corn Belt. 

Th e storage programs had some supporting effect 
on farm prices and incom es. Most of the gain in 
:farm income, however, was only temporary. It was 
attained because quan tities of :feed grains and wheat 
were r emoved fro m the market and held in govern-
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ment storage. Some of this grnin was dispo ·ed of 
abroad under Public Law 480 and other subsidy pro­
grams. The major share, however , seems destined for 
the dome ·tic market . When it is eventually r eleased 
into domestic channels, it will depress prices and 
incomes about as much when it comes back on th e 
market as it raised them when it was taken off. 
There will be no net gain so far as those quantiti es 
are concerned over the pel'iod as a whole. Most of 
the gain was borrowed from the fu ture, and wh en 
the future arrives, it will have to be paid back. 

Over the past 10 years, average farm income pei· 
person in the United States r emained practically 
consta nt. In 1959, in fact, it declined a li ttle- about 
3 percent- from the 1947-49 average. E ven with th e 
income from non:farm sources included, the rise in 
farm income per person was only 10 percent. Most o:f 
the benefi ts of the fa rm prog1·ams were capitalized 
int o land va lues rather than increasing fa rm incomes. 

The reason for this is that the low farm-income 
problem is the r esult not only of a continuous ovel'­
supply of farm products but also of a continuous 
oversupply of fa rmers. This oversupply results from 
the high birth rate on fa rms and the declin e in the 
demand for farmers as farming becomes mote me­
chanized. Only about one-sixth of the boys now 
growing up on farms will be able to find good jobs 
as farm operator s. The other five-sixths will n eed to 
look for jobs in town. Surpluses of farmers depress 
income per fa rmer just as surpluses of farm prnducts 
depress the prices of those products. 

Two kinds of programs are needed, therefor e, to 
solve the farm-income problem. One is a program 
to r educe th e production of farm products. Th r 
other is a program to reduce the supply of farmers. 

One way to reduce the supply of fal'mers is to 
facilitate the movement of excess farm ers off farms 
and into better-paying urban jobs. This ca n be don e 
by providing training for fal'm boys and girls fo r 
urban jobs as well as for farm jobs; then th ose who 
n eed to take jobs in town will be able to fill them. 

These two programs need to be applied on a n ation­
al scale. In addit ion , more in tensive prngrams of a 
similar kind, but adapted to the special conditions in 
a nnmber of depressed ag-ricultural areas, need to br 
developed and appli<'d in t hose areas. 



Appraisal of the Federal Feed-Cirains Programs 

by Geoffrey Shepherd 

In recen t years, the agr icultural pri ce-support pro­
gTams have stabilized feed-grains market supplies and 
prices to a consider able extent ; bu t they have become 
more and more expensive and less and less effective 
in preventing price declines. And until 1961, the 
production-control programs were not able to r educe 
production in line with consumption ; surpluses con­
tinued to grow. 

The progra ms were initiated in 1929 under the 
F ederal F arm Board. They failed to achieve t heir 
objective of stabilizing supplies and prices, primarily 
because of the severe industrial depression, and the 
F arm Board was terminated in J 933. A few months 

later, the Commodity Urcdit Corporation was set up 
to do the job in a so mewhat differ en t fashion, usin g 
nonrecourse commodity loans to farmers and stor age 
operations of its own on the commodities taken over. 

Th e storage operations of the CCC were conducted 
on a comparatively small scale at first , at r elatively 
low levels of loan rates. But in 1938, Congress began 
to prescribe loan r ates at certain per centages of parity 
prices, considerably hi gher than market-price levels. 
This changed the nature of the programs from. price 
stabilizing to price-level raising. The loan rates, the 
prices and the quantities of corn placed under loan 
each year ar c shown in fig. l and table 1. The loan 

TABLE 1 . Corn : U. S. loa n ra tes , U. S. ave rage farm p rices, and differential s between the m, support prices and quantity placed under 
support, 1933-56. 

P laoed under price s up port 
A nn ounced Aver age P ur- U nder loan 

Year na ti on a l Ave r age p rice c hase or own ed 
beginning aver age price minus agr ee- P e r centage by CCC at 
Oc t obe r loan r a tea Nov. - a nno unced L oansc m ents T otal of end of 

May " loan rate ( milli on (million (mi lli on produc- cr op year 
($ / bu. ) (% / parity) ($ / bu . ) ($/bu. ) bu. ) bu. ) bu.) tion ( o/o ) (miJlion bu. ) 

19 33_ __ _ 0.4 5 60 0 .4 5 0.00 268 268 11. 2 82 
1934-_ _ _ 0.55 68 0. 83 0. 28 20 20 1.4 
1935 ____ 0.•15 55 0. 55 0.10 31 31 1.3 
1936 ____ 0.55 66 1.06 0.51 
1n1 __ __ 0.50 58 0.51 0.01 61d 6l.d 2 .3 4fi 
1938 --- 0 .57 70 0.44 -0 .1 3 230 23 0 9.0 258 
1939 0.57 69 0. 55 -0. 02 302 302 11. 7 471 
194 o ____ 0. 61 75 0.58 -0.03 10 3 1 03 4 .2 403 
194L ___ 0.75 85 0.74 -0.01 111 111 4.2 1 97 
19 42_ ___ 0.83 85 0.90 0.07 56 56 1. 8 8 
1943 __ __ 0.90 85 1.12 0.22 8 8 0.3 6 
1 944_ ___ 0.98 90 1. 07 0.09 21 21 0.7 9 
194 5 ____ 1.01 90 1.1 5 0.1 4 3 3 0.1 
1 946 ____ 1.1 5 90 1.3 8 0. 23 26 26 0.8 9 
1 947 ___ _ 1. 37 90 2.20 0.83 1 1 
194 8 __ __ 1. 44 90 1. 20 -0.24 377 1 74e 55 1 1 5. 3 493 
1 949 ____ 1. 40 90 1.18 -0 .22 332 55 387 11. 9 650 
19 50 1.47 90 1. 55 0.0 8 52 2 54 1. 8 488 
195L ___ 1.. 57 90 1.66 0.09 25 1 26 0. 9 306 
19 52 __ __ 1.6 0 90 1.4 7 - 0.13 309 1 07 417 1 2.7 580 
19 53 1.6 0 90 1.42 -0 .1 8 369 1 02 47 1 14.7 736 
19 54 __ _ _ 1.6 2 90 1. 38 -0.24 200 59 259 8 .5 870 
1955 -- - 1. 58 87 1. 21 - 0.37 356 6 5 421 13.0 1,060 
1956,- - 1. 50 84 1. 21 -0. 29 401 76 477 13.8 1 ,2 9 5 
1957 r - - 1.4 0 77 1.0 2 -0 . 38 320 49 369 1 0.8 1,355 
1958 ,- 1. 36 77 1.0 5 -0.31 343 38 381 10.0 1,400 
19 59 ____ 1.1 2 66 1.00 -0 .12 4 39h 38h 51 2h 11.7 
1960, -- 1. 06 65 

" Applies t o co mmerci a l area only in year s w h en acr eage a ll otments a r e in effec t . 
h Average price r ece ived by f armer s in pe ri od w h en n1ost of th e co rn is pl aced und er p r ice s upport . In r ecent year s, loan s have 
been avail a ble from time of h arvest through May. 
, Exc ludes purchase-agTee ment corn placed under loan in the fo ll ow ing year d uring th e period 194 8 to elate. 
cl Inc lud es 1 4 m illion bu s he ls of 1937 corn placed unde r loan for first t ime in 1 938 und e r s hor t-te rm loan program. 

Purch ase agr ee me nts not avail a b le prio r to 19 47. 
L oans were m ade to n on coo perators a t $1.2 5 per bush e l in 1 956 , $1. 1 0 in 1957 a.nd $1. 06 in 19 58 . 

g 1\1:ini mun, su p port ; n1 ay b e inc r eased at beginning of n1a rketing yea r i f hig·h c r su pport i s r equi r ed. 
h P r e l iminary. Based on CSS r e por t s . 
Gomvi.led f1 ·0,n r e ports of Commod ity Stabili za ti on Ser v ice. D a ta publi sh ed c urre ntl y in: U . S. D ep t. J-\gr. , Agr. Mktg. Serv. Th e 
Feed S itua ti on. 
Source of tcible : U . S. Dept. Agr. Agr ic ultura l outl ook ch a rts , 1956. Nov. 1 955 . T a bl e 35, p 68; U . S. D e pt. Agr. G r a in a ncl feed 
s t a.t istics throug h 1954. U . S . D ept. J-\gr. S t at. Bui. 1 59 . March 19 55 . Tab le 48 , p. 4 G, U . S D e pt. Ag 1., Ag 1 Ml<tg Serv The Feed 
Si tuation. M ay 1959. p . 23. 
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CORN PRICE SUPPORT OPERATIONS 
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U.S. DEPliRT .. [NT OF AGIII CULTUl!E NEG. ERS IH - 61 (S) ECO NOMI C RE$f.:#1RCH SERVICE 

Fig . 1 . Corn price support programs. 

WHEAT PRICES AND LOAN RATES 

1940-41 1945-46 1950-51 1955-56 1960-61 
I Y MOHTHJ, l'f AII IEGIH HIHC JULY .HO. 1 H ... 110 llf /HTER WHEAT AT K A,,.S.U CITY 

l'l [Ci. 1]6-60 (6) AGIIICULTUR ... L MA IIK[Tl t,I G SERY!C t: 

Fig . 2 . Wheat prices and loan rates . 

rates and prices for wheat are given m fig. 2 and 
table 2. 

ORIGINAL OBJECTIVE OF THE STORAGE PROGRAMS 

The original objective, stated in 1933, was to op­
er ate the programs as price-stabilizin g programs-to 
stabilize t'he prices of farm products against yea r -to­
year variations in production. This could have been 
accomplished by setting the loan rates for each crop at 
the level that would have permitted average-weather 
crops to move into consumption. The excess over 
average-weather crops would then have been removed 
from the market and put into storage to be released 
back to t1he market in shor1 -erop years. Th is would 
have converted the irregular variations in production 
r esulting from irregul ar vari ati ons in weather into a 
more nearly smooth f low of gr ain into consumption. 
This would have stabilized prices to a considerable 
extent against var iations in supply. 
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TABLE 2 . Wheat : Loan ra te, price to growers, supply and distri-
bution facto rs, quantity under support, delivere d to CCC, 
stocks owned by CCC and loans outstanding , 1938- 60 . 

193 8 ___ _ 
1 939 ___ _ 
1940 ___ _ 
194 l_ __ _ 
194 2_ __ _ 
19 4 3-__ _ 
B4 4- __ _ 
1945 __ _ _ 
194 6 ----
1947- __ _ 
194 8 ___ _ 
19 4 g_ _ _ _ 
1 950 ___ _ 
195L __ _ 
19 52 __ _ _ 
1953 
19 5•1 - - --
1955 
1 956_ __ _ 
1957 __ _ _ 
1 958 ___ _ 
1959 
196 011 --

0.59 
0.63 
0 .64 
0.98 
1.14 
1. 23 
1.3 5 
1.3 
1. 4 9 
1. 84 
2.00 
1. 95 
1. 99 
2. 1 8 
2. 20 
2.21 
2.24 
2.08 
2.00 
2.00 
1. 82 
1.81 
1. 77 

0.56 
0.69 
0.6 7 
0.94 
1.09 
1.35 
1.41 
1.4 9 
l. 90 
2.29 
1.9 8 
1. 88 
2.00 
2.11 
2.09 
2.04 
2.1 2 
1.9 9 
1.97 
1. 93 
1. 7 5 
1.76 

- 0.03 
0.06 
0.03 

- 0.04 
- 0.05 
o.u 
0.06 
0.11 
0.41 
0.4 5 

- 0.02 
- 0.07 
0.01 

- 0.07g 
-0.llg 
-O.l 7g 
- 0.12, 
- 0.09g 
- 0.03g 
-0.07g 
- 0.07g 
- 0.05g 

Supply a n d d is tribution 
fac to r s ( mil. bu. ) 

1,073 
991 

1.094 
1, 327 
1,600 
1.4 63 
(377 
1,387 
1,252 
1,443 
1,491 
1,406 
1,444 
1,388 
1,562 
1,779 
1,917 
1,971 
2,038 
1,8 60 
2,343 
2,407 

(2,554) 

"C 
....,!) 
Q) ;... 

zg 
>< 
<l) 

713 110 250 85 .7 
662 49 280 167.7 
675 34 385 278.4 
667 29 6 31 366.3 
949 32 619 408.1 

1, 23 7 - 91[ 317 1 30.2 
992 1 06 279 180.4 
894 393 1 00 59.7 
766 402 84 22 .0 
757 490 196 31. 2 
678 506 307 366.0 
680 301 •I 25 380.8 
686 35 8 4 00 1 96 .9 
684 448 25 6 212.9 
656 300 606 459 .9 
630 215 934 557.2 
607 274 1,036 430.7 
598 340 1,033 320 .6 
583 546 909 253.5 
583 396 88 1 256 .3 
625 43 9 1, 279 609.5 
617 507 1,283 31 7.5 

(620) (497) (1, 43 7 ) 

CCC s t ock s a n cl loan s o uts t a ndin g at year-e n d (June 30) 

U n d e r loan 

S tock s Crop C r ops of 
Deli ve red ow n ed p r ev io u s earlier 

to CCCi b y ccci Ju lyk year s Total 
( mil. bu. ) (mil. bu.) (mi l. bu. ) (mi l. bu. ) (mil. bu. ) 

1 938 ____ 1 5 .7 6.6 21.5 28.1 
1939 ____ 7 .7 1.6 10.3 11 .9 
1940 -- - - 173.7 169.2 31.4 7.2 207.8 
19 4 L ___ 269.8 319 .7 98 .1 1.4 41 9.2 
1942 184.0 259 .8 1 33.3 4 .9 398.0 
1 943 ____ 0.3 99.1 1 5.5 2.5 117.1 
19 44_ ___ 72.9 103.7 20 .1 1..9 125.7 
1945 __ __ 0.2 3 2.5 32.5 
1 946 __ __ 0.7 0.7 
19 47_ ___ 0.8 0.8 
194 8_ ___ 290.9 227 .2 16.3 24 3.5 
1949 ____ 24 7 .5 327.7 28.5 5.0 361.2 
19 50 ____ 41. 9 1 96.4 8.9 2.3 207 .6 
1951_ ___ 91. 3 143 .3 11.6 1 54 .9 
195 2-___ 397.7 4 70 .0 22 .5 4 92.5 
1953_ ___ 4 86. 1 774 . (i 71. 4 3.9 849.9 
19 54-___ 391.6 975.9 11.3 2.8 990.0 
19 55 ____ 276 .7 950. 7 27.6 1. 3 979 .6 
1956 ____ 147. 2 82 3.9 9.5 3.3 836. 7 
1957 ____ 186.9 834 .9 14. 8 3.4 853 .1 
1958h ___ 486 .1 1,146.6 52.2k 9.9 1, 208.7 
1 959h ___ 161.4 l 

U nit ed States marke tin g--year p r ices a r e th e r esu l t of (l) 
we ig-hting s t ate monthly prices by month ly sales to obtain s t a te 
m a rke tin g -year ave r ag-es a n d ( 2) we ighting the s ta t e m a rke tin g ­
yea r ave rages b~' total sales for each s ta te. Includ-es a n a ll ow­
a nce fo r unred eem ed loan s a t ave rage loan values b eginning 
1 938. 
h Beginning carr yover plu s prod uc tion. 
, T o ta l s u ppl y m inu s n et exports m inus yea r-e n d carryover. 
d Includes shipme nts to U nited States te rr itories of about 
milli o n bush e ls a nnua ll y. 
e Inc lud es unde r p urch ase ag ree m e nts. beg inn ing 1 948 . 
r Export s totaled 45 mi ll ion bus h els . a n cl im ports u sed to 
s up J) l,e m e nt dom es tic a nima l fee d s u ppl ies totaled 1 36 milli o n 
bu s he l s . 
i:: Gro,ve r s assurnecl s torage ch a r ges ,vhich ave raged 7 to 10 
cents per bus hel, depen d ing o n the time it wa s put und e r loan . 
h P r elin, i n a ry. 

Tn clucles p urchase-agreeme n t w h eat del ive red t o CCC. 
; Inc ludes open-market purch ases. if a ny, begi nnin g 1943 a n d, 
acco rding l y, n1ay include som e n ew-crop w h eat. 
k For example, 52. 2 mi ll io n bus h e ls a re 19 58-c rop wh eat un der 
loan o n Jun e 30, 1 959; 9 .9 million bushe ls we r e unde r loan from 
earli e r crops. A ny 1 959 crop is n ot inc l u rled. 
I Through May 31, 1960. 

Sonrce of table: U . S. D e pt. Agr. , ~\ g r. M ktg. Se r v. Th e Whea t 
Situ a tion. June 1960 . p. 4. 



THE PRICE-STABILIZATION PR'OGRAMS· WERE MISUSED 
AS PRICE-RAISING PROGRAMS 

In actual fact, however , the programs soon began 
to go furt her than this. After the first few years, 
t he objective changed from mer ely stabilizing prices 
to "stabilizing th em upward. " Loan rates were set 
above average-1rnather-crop levels, a t certain pe1·cent­
ages of parit~- prices. This raised the level of prices 
a well as stabilizing them again st variations in 
supply. Thi s high level of prices stimnl ated produc­
tion, reduced consumption and led to th e accumnlation 
of unsalable surpluses in stor age. 

During th e f irst 20 years of the progrnm s, this type 
of operation, as it r eached a critical stage, 1rns twice 
bailed out by wars-World vVar II an cl the Korean 
conflict-\l'hich incr eased the demand so much each 
t ime that t he surpluses quickly vanished. These events 
in effect p ermitted the programs to stabilize prices to 
some extent against war-induced variations in demand 
as well as in supply. 'rh e programs were not planned 
for this purpose; variations in demand are too un­
predictable and too lengthy to be 1handled effectively 
by planned storage operation s. But by accident , the 
programs did provide some degr ee of stab ili zation 
against vari a tions in demand as well as in suppl y. 

After 1952, however , as a r esult of 1·apid technologi­
cal advance and several yeal'S of good \\'eath er , th e 
accumulation of surpluses wa s r esumed on an un­
precedenteclly large scale, against t he will of the 
administra tors and with no unexpected in creases in 
demand in sight to rescue the progra ms. Th e size 
of the stocks in r ecent yea r s is shmrn in fig. 3. Most 
of these stocks were 01rned by th e CCC. 

In an attempt to stay this accumulation of storage 
tocks, t:he loan r ates we1·e reduced to lower and 

lower percenta ges of parity, as th e data in tables 1 
and 2 shO\\'. The loan rnte for com , for example, 
dropped from 90 per cent of pa1·ity, where the rate 
had stood fro m 19-:1---1 to 1954, to 65 percent in 1960. 

But percentages of parity ar c not appropriate bases 
for price supports. They take into account only 
changes in prices, ig·noring changes in quantit ies of 
product sold and quantities of goods and services 
purchased ; thus th ey ignore the r evoln tionary tech­
nological improvements in agricultural production 
practices ·which dra tically !'educed costs with the 
passing yea rs.1 

In 1958, corn producer s we1·e offer ed a choice 
between (a ) the existing program of h_ig,h supports 
and r estricted acr eag,e and (b ) lower supports ( the 
average of the open-market prices for corn over the 
preceding 3 years, or 65 percent of parity, whichever 
was the higher ) and no acreage r estrictions. They 
voted for th e la tter. Corn acr eage harvested jumped 
from 73 .5 million in 1958 to 84.4 milli on in 1959, and 
production rose from 3.8 billion bush els to 4.4 billion 
bushels. But the r estriction to " not less than 65 p,er­
c,cnt of parity" and the lag r esulting from tl1 e in­
clusion of the supporting effects of the progr am on 

1 F o r a more co mpl e t e cl iscussion of pa rity prices, see : v\Tayn e 
F ull e r. G le n P urne ll. L o nni e F ie lcl c r, M a r v in L a ursen . R ay 
B e n e ke a nd Geoffrey S heph e rd . A n a lte rn a tive pa r ity f o rmul a 
for ag ri c u lture . I o wa AgT. a nd H om e Econ. Exp. S ta. R es. B ul. 
476. 1960. 

CARRYOVER OF MAJOR 
FARM COMMODITIES 

Wh e at • Cotton Corn 
( BIL. BU . ) (Mi l.B ALES ) ( Bil. BU. ) 

1. 5 to ,-, 
: : 

;•-. 

~ I 
14.S 

19 55 '60 '65 . 55 '60 '65 ·55 '60 ' 65 . 

8ECIHHIHG OF CROP YE.lR: WHEAT, JULY I; CO TTON, AUC. I; COltH. OCT. I. H EICHr 01' 8.lRS PROPORTIONAi. TO VAI.UE AT 

1,ss SUPPOIH LEVELS. IHI EHIUJEO OH BASIS OF INOIC,ITEO PROOUCTIOH AHO 0/SAPPEARAHCE ,U OF OCTOlllfR "'°· . 

NEG. 104 - 60 ( 10 ) AClltCULTU U,L OIAll!k [ T ING SEJl\lt C E 

Fig . 3. Carryover of major farm commodit ies. 

prices durin g the 3-yem· ,n·eragc periods 1eft loan 
1·atcs still above long-rnn open-market equilibrium 
levels. Surpluses continued to accumulate. 

Th e stocks 1rere much larger than needed for price 
stabilization purposes. A Senate Documen t in 1952,2 

af ter citing " tl1e worst corn production deficits of 
850 to 950 million bushels" that took place in 1934 
and 1936, went on to say : 

Yi elds of othe r feed grains tend to fluctuate in 
the same direc t ion as do y ields of corn, so that 
th e va riation in tota l feed-grain production is 
abou t 20 to 25 pe rcen t la rger (in tons or equi v­
a len t bush els of corn ) tha n in production of 
corn alon e. To cover thi s a ddi t ional source of 
var iation (and that in corn y ie lds as well) 
would have req uired a t otal carryover of 900 
million to 1 bill ion bushels of co rn plus t he 
equi valen t of anoth er 100 mill ion bush els in the 
form of reser ves of othe r gr a ins in excess of 
wo rkin g stocks. 

But thi · estimate does not pa y much attention to 
the costs of storing the stocks. Karl Fox, then with 
the USDA, concluded that , when the costs of storage 
are t aken into account, a typical corn carryover dur­
ing a period of normal yields should be 600 to 700 
million bushels: H e added tha t th e CCC should not 
take action to r educ-e the corn carryover below about 
500 million bushels, or feel a ]armed if corn stocks rose 
to 800 million bushels as a result of better-than­
average weather. Shepherd and Richards arrived at 
a round figure of 1 billion bushels of corn equivalent 
for total feed grains! This includ es an all owan ce 
of 100 million bushels for fe.ed grains other than corn. 
This figure, th er efor e, is about 100 million bushels 
higher than Fox 's upper limit of corn carryover of 
800 million bushels. 

l\lore recently , R. L. Gustafson , in his RuJ e 1 based 
on maximizing net gain, r ecommends only about 200 

2 H.eser vc levels for s t or a bl e f a rm prnduc ts . 82n d Con g. , 2n d 
sess. Se n . Doc. 130. 1952 . 

a Long ra nge fa n n progra n1. :Ho use Comn1ittee Pr int, 1 954, 
p. 39. 

,1 Geoffr ey S h e phe rcl a nd A.li e n R ich a rd s. Effec t s of the USDA 
corn s to rag·e p rogra n1 on corn carryove r s tock s a nd corn utiliza­
ti on. I ow a Agr. Exp. S ta. R es. B ui. 446 . (North Centra l 
R eg·ion a l P ublica ti o n ~' fo. 77.) 1 957 . p. 985. 
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TABLE 3 . Realizsad Cost of Ag ri cultural and Related Program s, by Function or Purpose, Fi scal Years 1932-1960' 

(This st a t em ent r eflects th e r ealized cost of agricultura l an d r ela t ed p rog r a m s. It differ s from t ab l es on r ealized cos t prepa r ed in 
yea r s pri o r t o 1 958 in o r uer t o g i ve effect to a dju stments r e flecting r ecommend a tions of Cong ressiona l Committees, ch an ges in 
legis la ti on, a ncl furth e r r e vic" · of the n a ture a nd purposes of the vari o us progr <:1, n1 s . ,..J;h_e cos t s s ho\\1n a r ~ ~~te rn1inc.~l as f ollows : 
( 1 ) F or activiti es fi n an ced from a ppr opria t ed fund s, th e expen d itur es l ess r eceipts a14sm g from the a~t1v 1t1es . so fm a nced; ( 2) 
fo r n on corpo1·a te l oan funds, th e l osscR on Joan s a nd th e n et interes t cost or mcom e; (3 ) for Commodity Credit Co rpor a ti on and 

(Milli on s of D olla r s) 

P1·og1·a m s P rimcir ily / 01· S tc, b ili2cition of 
Fann l-'1·i ces c1,nd Jnconie : 

CCC nonrecoursc l oan, purc hase, a n d pay n1ent progn .1,111 s 0 ___ _ 
CCC suppl i ·, commodity export, and other activiti es _________ _ 
CCC inte r es t, a.d rnini st ra ti,·e and o ther gen er a l cos t s _________ _ 
;,Jation a l \\'ool A c t Progr a m _______________________________ _ 
lntern a.t ion a I vVhea.t Agr eem ent" - _______ __ ------ - --- _______ _ 
D ona ti on s o f con11110Llities t o o th e r na ti o ns - excess of 

inventory cos t OYer n1 a rke t valued ________________________ _ 
Con11noclities so ld f o1· f o re ig n c urrenc ies 

un(ler Title I, P .L. 480e --------------------- - --- - -------
R e n,o ,·al of s urplus a gricultura l co mn1odit iesf ______________ _ 
Sugar .Act __________ ____ ____ ____ __________________________ _ 
So il Bank - a c rca g·c r eser ve p rogr a n, ____ ___ _______________ _ 
Ac 1·eage a ll otment pa y ments uncl er the 

A g ricul tura I Con ser vation Progr a n1 _______________________ _ 
O th er , inc lucling Agri cultural Acljustmen t Act o f 193 3, 

p a rity paym ents, a ncl other a clju s trnent a n cl surplu s 
re mo va l prog r a n1 sg _ 

T o t a l 

• E xcess of cr ccl its-d eclu c t. 

• Th i s t a ble on realizccl cos t s of agricultural and r el a t ed pro­
gra m s r efl ec t s, essentia lly , the cos t t o the t axpa y er , O\'el' a 
p eri od of tilll c, of a ll th e prog r ams of the D epartmen t o f A g ri­
c u l ture. The present t a ble i s a r e ,·i s ion w hic h a d cls one m or e 
y ear t o the si mi l ar t ab le prepared l ast year, \\'ith aclj u stlll cnts 
t o r efl ect rcco mmencla tion s of the H ou se Comlllittee on A gr i ­
c ultLll'C, Se na.to Co 111n 1ittec on _. \ gTicultu re a nd F o restry, c ha ng·es 
in leg i sl a ti on , a n cl fu r th er r e \'i e" · of the n a ture an d pu r poses of 
the va rious progr a ms . 

"Realized cos t" n1ea ns th e n e t cost ac tua lly inc urred to el a te . 
It \\' as acl opted as the b asi s for the st a t em ent since (1 ) it i s a. 
r ealis ti c m ea sure of the ac tua l fi n an c ia l r esults of progr a m 
oper a ti on s w ithin a. spec i f ied tim , a n cl ( 2 ) it i s a common 
d enominato1· \\' hich can be applied t o a ll prog!'a.lll s r cg-ar cl less 
of how th ey a re fi n a nceLl. For ex a n1ple , th e ad va nc ing o f a loa n 
to a bo1Tow e r uncl e ,· on e o f the D e pa rtment's Jen e.l ing progTc:.t n1 s is 
n o t co n s id e red a. cos t. l t is reg a rded as a n inves tine nt which w ill 
b e r epaicl. H ow eve1·, th e i nte r est p a icl by t he Governmen t on 
fu nd s prov ided for l ending purposes i s con sid er ed a. r ealized 
co st of th e yea r in w hich i t accrues. S i lllil a l'ly, inter es t collect ed 
fro n, the bo rTow e1· is inc luded as income, o r a reduc tion of cos t. 
The principa l a mount of a. l oan b ecolll es ,~ cos t only in the even t 
the bo rrower d efau l t s a nd the l oan i s w ritten off by the D epart­
m ent. This ex a mpl e i s illustra tive of how th e r eali zed cos t ap­
proach compri ses elem en t s of cos t as cl i st inguish ecl from cash 
outl a y s, a nd ho,,r it a lso t a k es into acco unt income a nd p 1"og ran1 

million bushels corn equivalent wOl'king stocks when 
tota l feed supplies a1·e about average.·· The r ecom­
mended quantity when total upplies arc large varies 
with the size of the total supplies. 

The stocks of corn, th erefore, were nearl y h 1·ice a 
large as needed for stabiliza tion pm·poses. Th,c 
corresponding storks of ,vheat wcrP more t han twice 
ns large as needed .<' 

COST OF THE STORAGE PROGRAMS 

The costs of the CC C storage programs 1·0s-c' to 
high levels. On Feb. 28, Hl61, the C' CC sa id in a nc1rs 
r elease that " investment of the err in price-support 
progr;rn1s amounted to $9,193,721,000- made up of 
loan s outstmiding of $2, 1-IJ ,507,000 ( including $9+6,-
376,813 of loans f inanced b,v lending agencies ), nnd 
th e cost va I ue of inventories, $7,052,214,000. " The 
compositi on of this investment by co mm odi t ies on Jan . 
1, 1960, is shO\rn in fig. 4. 

5 R. L. G u stafson. Cn 1Ty o,·er l ey el s for g rains. G. S. D ept. 
A g r . T ech . B ui. 11 78. p. 19. See a l so: R. L. C: u stc,fson. Impl i­
cation s of r ecent r esea rch o n o pt ima l sto1·a ge rul es. Jour. P a rm 
E co n. 40 :290- 300. l\Iay 1958 . Th e rul es arc g- i\'en on pp. 294-29 5. 
G Sen. D oc. J 30, 011. cit. 
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J ,93 7.6 
50 7.2 

2,02 8.9 
233.4 

1, 096 .~ 

244 .0 

2,417. 0 
2, 510.4 

437. 4* 
1,66 2.3 

2,354 .8 

2, 293 .0 

1 9,8 47 A 

193 2-39 19'10 

1 9.0 

1 3.2 

314 . 2 
33 .7 

88 1. 7 

1 ,03 -1. 0 

2,2 28.4 

7.4 

8.7 

143.9 
25 . 2* 

38 0.2 

223 .8 

738 .8 

1941 

34 .0 

2. 2 

22 6.l 
30.0 * 

326. 7 

1 95 .7 

75 4. 7 

194 2 

69.1 * 
0.1 • 
9.6 * 

196. 3 
33 .0* 

33 2.5 

202 .1 

619.1 

194 3 

4 9.9 * 
2. 0 

1 2.1 

112. 0 
0. 8 * 

21 8.1 

203 . 7 

4 9 7 .2 

1 9 4 4 

5. 9 * 
12.4 * 
10.4 

63.4 
22 . 5 * 

1 93 .1 

1 56 . 9 

38 3.0 

1 945 

29.4 
5.8 

26 .1 

24 .9 
33 .1 * 

6.1 * 

4 7.0 

c r edi t s. The r eal ized cos t b asi s can be ap p l ied t o a ll progr a m s 
s ince, r ga1·dless of how fund s a re made availa bl e f or carryi ng 
out a progra m, the r e is in each in s ta nce a measura ble ne t 
cos t of oper a ti on s t o el a t e. l\.lan y of the D ep artment's progr a m s 
a.r e fi na nced direc tl y fron1 a ppropria ti ons , son1e ac tiv ities a r e 
ca.1-riecl out by Cor por a tion s u s ing their co 1·po r a t e fund s, and 
other s a r e oper a.t ee\ from r evol v ing f unds. Funds availa ble, 
t he r e fo r e , js no t a prac t icabl e co n1n1 on cl en on,inator fo r a ll pro­
g r a n1s ; it l ike" ·ise docs n ot t a ke into account inco n1 e or off­
settin g r ece ipts ari si n g from operati on s. R eal i zed cos t does 
not includ e any elem ent o f antic ipa t ed gain s o r l osses and, 
a cco rdi n g ly, is n o t sy n on y m ou s with "acc rn cd cos t " o r ·'accrued 
inco me a nd expe nse." 

Th e st a t em ent i s cl es i gn ccl t o prnsent, in a n objec tive and 
f actual way , th e real ized cos t s of a g ri cu l tura l prog r a m s f o r the 
info n 11ati o n of those inte r ested in agTicu ltu r c or in govern­
m ental oper a ti ons gen era lly . Tt \\'RS prc pa r ecl by the D epart­
m ent t o lllCC t the n eel for ,c s ingl e tabl e wh ich wou ld co ve r in 
a con s is t en t fashion a ll o f the agri cultu ra l program s. 

" Inc ludes the l oss on CCC d onation s r epresenting th e ex cess 
o f inventory cost o,·e r m a rket v a lue of c ommodit ies dona ted. 
Th e market v a l u e o f such don a ti on s i s inc lucl ecl b el o\\· in t he 
cat egor ies d es i g-n a.t cd "Sch ool Lunch and D on a ti ons" a nd " Other, 
incl uding vVa.rtilll e, D ef en se, a n cl Spec i ,Ll N eecl s." (Eel. note: 
These footnotes \\'Cl'e t ak en ,·erba tim from USDA d a t a . The 
ca. t eg-ori es referred to h er e. ho\\'ev er , a r e in a sec tion of the 
t abl e n o t r eproduced in thi s bu n etin.) 

The "realized cost " of " programs primarily for 
:ta bilization of farm prices and in come " in fiscal 

PRICE SUPPORT HOLDINGS 
Owned, Under Loan and Purchase Agreements 

$ BIL. 

Total all 

8 

2 

0 
1948 1950 1952 1954 1956 1958 1960 

NEG. 6S1 1 ~ 60 ( 1 ) AORIC U LT UR"'L OI Al!Kf.TIHO HRVIC E 

Fig . 4 . Price support holdings of farm commoditi e s owned, under 
loan and purchase agreements. 



TABLE 3 ( continued I 

F ede r a l Crop In s u ra nce Cor porat ion corporate fund s, the n e t gain s or losses from operations a nd the interes t cos t to T reasury on 
Government-sub scribed capita l ; a n d ( 4) for corpora tion s of the Farm Credit System, the inte res t cos t to Treasury on Government­
s ubsc r1_becl cap ita l a nd paymen t s m ade by Treasury on accou n t of reduction s in inte r est n,tes on mortgages less cliviclencls a nd 
fra nch ise t axes paid t o Treasury . Inte r est_ cos t to Treasury o n noncorporate loan funds a.ad o n GoYer n ment-su bscribed capi t al o f 
corpor a ti on s h as been computed on the basis of the a,·e r age r a te incurred b y T reasury on th e p ublic debt in each of these years.) 

1946 19'1i 1948 1949 1950 1951 19 52 1953 1954 1955 19 56 1 957 1 958 1959 1960 

30.1 * 71. 9 125 . .J 254 . 7 230.6 235 .-1 58 .6 58 .6 3i2.l 
35.9 • 2112.7 * 38.4 * 4 .7 * 2.7 :1c 1.6 1. 3 1.6. 24 . i 
33.2 13.9 6.5 • 15 .9 48 .1 42 .0 34 .6 55 .3 102.7 

422.6 566 .6 874 .8 690.0 528 .2 51 3.3 
,19 .5 70.0 149. 1 97.1 132.8 311.8 
81.7 19 5.2 311. 7 364.9 195. 0 478.1 

0.2 2.0 61. 3 57 .2 20 .0 92.7 
75.6 180A 171.3 1 30.8 59.0 99 .7 92.3 90.1 82.4 48.3 66 .3 

24.1 3i.8 39 .5 39.0 43.1 30. 7 29.8 

129.5 304 .9 497 .2 666.2 318.1 501.1 
19.2 

5.4 * 
7 8.4 

7 .8 • 
51. 2 
13.1 * 

75 .6 
23 .9 • 

96 .6 
1 4. 7* 

4 6.0 
14.9* 

37 .5 
21.8* 

82.3 1 i7.6 58.9 17 9. 1 171.1 1 25.5 140.9 89.7 
20.5* 11.9* 13.0* 22 .3* 23.4* 21.3 • 24 .1 * 21.0• 

22 .5 

1.5* 

2.0 

2.2 * 
88.5* 118.6 

10.8 24 .9 

32 .4 458.4 

18.8 7.1 7.6 

509 .3 288.6 312 .5 

c The expen clitures und r thi s p r ogr am are for payment of 
the difference be t ween th e p rice spec if ied in the Inte rnat ion a l 
, v heat Agreement a n d the domestic pr ice of w heat . 
d The m a rke t Yalue of s uc h do nation s is incl uded below in the 
catcg·o r y des ig na t ed "Sc h oo l Lunc h a ncl D on a tio ns ." (J:Jcl note: 
These footn o t es w e re take n verba tim fro m the USDA data. The 
catego ry refen ecl to h e r e, however , is in a sec ti on of th e t ab le 
n ot repr od uced in thi s bu lle tin. ) 
e Represents the n e t r ea l ized cost of co mmod ities s hipped to 
fo re ig n countries in accord a nce ,v ith th e proYis ions of th e Agri­
cultura l Trade D e,·c lopm e nt a nd Assistance Act (P.L. 480, 83 rd 
Con g ress, as amen clecl) . Th e to t a l cost for fi sca l year 1959 was 
$1,113,2 54,336 , r epresenting ( 1 ) the excess of the investment 
in CCC-ow n ecl co rn111 ocl itics s hipped ove r th e export sa les valu e, 
$150,8 62.853 : ( 2) th e cos t of f inanc ing ex porta ti on , $938.208 .-
823 (pri111ari ly cost of co rnm ocl iti cs s hipped fro m p rivate s t ocks 
a nd ocea n t ra n sportation ); a nd (3 ) inte res t of $2 4.1 82 .66 0. 
The to t a l cos t is r educed by a c redit o f $ i9 5.1 48, 196 for fo ,·e ig n 
c urren c ies co llec t ed under thi s progr a m in f isca l 1959 . resulting 
in a n ew realized cos t of $3 18, 1 06.140. Th e c r ed it con s is t o f 
t h e U.S. d o ll a r p roceeds ($83.326.27 ,J) from sales of fo re ig·n 
c ul'l'e nc ics a t r a tes of exch a n g·e c urre n t at a time of sa les of 
s uc h c urre nc ies, a ncl th e U .S . doll a r equivalent of (1) fore ig n 
curre nc ies u sed f o r th e purposes a uth o ri zed by Sec t ion 104 of 
the .A c t ( $46 5.33 2, 722), va lued a t the r ate spec ifi ed in th e 
ag reement fo r loa n a n cl gTa nt di s bursem e nts a nd fo r o the ,· d is ­
bursements, a t the ra te at \\"hich the transfer fro n1 Treasur.v w as 

1959 was $2,027,900 ,000.7 The total cost since th e 
programs began in 1932 was $19,847,400,000. The 
breakdowns for 1960 and earliei· years are gi ven m 
table 3. 

Only a part of these expendi tures ,rent directly to 
farmers. Th e r est went to oth er groups, such as 
storage fees to storage agencies, and indirectly to 
construction compani es for the bui lding of additional 
storage space. Thesl' other agencies r eceived a sn b­
stantial part of the in come tra nsferred from tax­
pa)-ers. In fiscal 195 , for example, the " r eali zed 
cost · ' of tl, r com program wa s $271 million. Of this 
amount , $110 milli on - about on e-third- went to the 
grain trade and tl'ansportation agencies to cover 
storag,e and l1andling char ges. None of thi s went 
to farmers . Th e program thus has been a '' grain­
trade progl'am · ' as well as a farm program. It has 
a idecl segments of the grain trade as " ·ell as farmer s. 

This is one of the r easons why th e grain trade, 

Th e "rea l ized cos t" is l,n gc in recent yea rs par t ly beca use it 
includes t he cos t of a cquir ing th e la 1·gc in vento ry built up in 
those .\·ca r 8. Tf crops ·w ere ve 1·:v small in 1960 a nd late r yea r s 
a nd prices rose e n ough t o pul l s ubs ta nti a l qua ntities o ut of 
storn g-e fo r s:-ll c on th e rn a rl< et. th e revenue from those sales 
woul rl offset " la r P-e pa 1·t o f the t o ta l cos ts in those , ·ca r s , a n d 
·· r ea li zed cos t' ' wou ld be rclath ·e l>· sn1 ::i ll. 

3.6 514.7 535.3 608.7 

36 .7 35 .1 30.3 28. 7 24 . 29.3 32.5 

785.0 902.0 1,461.2 2,714 .3 2,665.2 2,027.9 2,094 .3 

made; a n d ( 2) fo re ig n curre ncy ba lances on hancl June 30, 1959 
($1.3Zi ,589,930), valued a t th e T reasury selling rate at that elate, 
less fo re ig n c une ncy bala nces on h a n cl at J une 30. 1958 ($1.081.-
100.7 30), valued a t the Treasury se llin g r a te as of June 30, 1958. 
r E xc ludes cash payments to sch oo ls fo r pa 1·t of th e ir school 
lun c h prog ra m ,expen d itu res during f isca l yea rs 1 943 to 194 9, in­
clu si ve . 
• Inc ludes ( 1 ) Acreage a ll otme nts a n d mark e tin g- quotas pro­
g r a m ; (2) Parity payments; (3) Ag-ri c ultura l Adjust111cnt Ac t 
of 19 33 a nd re la ted Acts; ( <l) Agri c ultura l ::\Ia rk et in g- Act Re­
vo!Yin g Fu nd, a nd payn1en ts to stab ili zation corpor a tion s for 
losses inc urred; a n cl ( 5) i\Ii scell a.neou s, inc luding four mi scel­
la neou s p rog ra m s as fo ll ows : ( a) n e t o pe rati n g r esults of the 
Feclcrn l Su 1·p lus Co mmod iti es Co rpo ra ti o n w hi c h operntNl from 
1935 to 194 2 f o r th e purpose of purc has ing . pr ocess in g . sto l'ing , 
h >Ln cl lin g·, transporting . a nd d is pos in g o f s urplus ag ri c u ltura l 
commod iti s a n cl p rod uc t s f o r r e li e f ; ( b ) r e tire m e nt of co tton 
poo l pa rti cipa ti o n trus t cer tificates; (c) r em o,·a l of s urplu s 
cattl e a n d clairy product ; a n cl (cl) tra n sf r of hay a nd pasture 
seeds to F edera l la nd adm ini s t ering age nc ies. The amoun t of 
$1. 03 •1. 0 m illi o n sh ow n fo r th e pe riod 193 2 t o 1939 rcpr sents 
$378 .6 mi lli on fo r cost s of progr ams con d uc ted by the F eder al 
F a rm Board in th e , ,ears 193 2 t o 1 934, a n d $655 .4 mi lli o n for 
costs o f the Agricultural Ad ju s tme nt Act of 1933 a n d rela t ed 
Ac t s . 

Soi,rce: T a k e n Yerba tim from USD A cla ta . 

originally bitterly opposed to "government interfer ­
ence'' in th e grain busin ess, became recon cil ed to it 
as tl1 e years went by. A sur vey, taken in 1957, of 
Iowa county grain dealers ' a t"titudes toward the 
feder al grain-storage program revealed that most of 
the dealers expressed sa tisfaction with the program. 8 

THE PROGRAMS TEMPORARILY RETARDED BUT DID NOT 
PREVENT A DECLINE IN AGRICULTURAL PRICES 

Fignre 5 indicates that , in spite of the large scale 
and hi gh cost of the storage programs, th e programs 
were not able to kee p pri ces r ecei,·cd by farmers from 
declining botl1 in absolute ter ms and 1·elative to p1·i ces 
paid by f armers. Th e parity ratio declined afte1· the 
Kor ean conflict in ]!)51 , until in ~\[arch 1961 it stood 
at onl , 80. 

There is some , tatisti cal eviden ce that th e storage 
programs bad a tempornry supportin g effect on agri­
cultural prices and incomes. Th ese prices and in comes 

8 Geoffrey S . Sh e phe r d , A ll e n B. R ic h a rds a ncl J oh n T. vVilkin. 
So me effec t s of fed e ral gra in s t o rage progra m s o n g rain s to 1·age 
capac ity , g r a in s t ocks a n d country e leva to r ope ratio ns . Incl . Agr . 
Exp. Sta. R es. B ui. 697 . (North Cent ra l R eg ion a l P ubli cati o n 
No. 114. ) Jun e 1960. 
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Fig . 5 . Farmers ' prices d ecl ine from 1958. 

did not ri se, but the evidenc:e indicat·,es that " ·ithout 
the pi-ogr;Jm s, p rices and in com es \\" Ot il d haw' fa llen 
farth er than they did. 

Two diffcr-2nt studies, using di ffc r <:'nt analytical 
t echniques/ i-eacl1ecl th e same con clusion - that dur­
ing t he p eriod from 1952 to th 0 present, th e programs 
r aised t he prices of feed gr ains a nd wheat , and p r ob­
ably cotton , to som e exten t above th e le ,·e ls which 
they otherwise would have reached . This ,effect on 
prices is shown in t able +. Col umn 3 shows the 
estimates of prices if all the feed gra ins th at wen t into 
torage after 1932 l1 ad in stead lwen fr d to li \· estock. 

Column 4 sho,rs the estima tes .i f tlw .in crease in th e 
stocks of wheat had been fed, too. 

This r aising of pri ces .increa s0d the incomes of f'.ced­
grain s and wh eat pi-oducc1·s as a group, since t he 
increase in priees was greate1· .i11 p·c reentag-e terms 
than the reduction in ]Jl'Oduction that r esu lt ed fro m 
acreage r es tri cti ons. The dfeets of the c1 cr eagc r•e-

• Geoffr ey Sh eph el'cl a nd J\ 11,m J-l ic h a 1·d s. Effec t s o f th e f' d ern l 
progr a n1 s fo r co r n a n d o th e r g l'a ins o n co l'n p ri ces. reed gT a ins 
p r od uc t ion a nd li , ·es tock p l'ocl uc ti on. l o\\'a AgT. a n d H ome l•:con . 
Exp. St a. R es. Bui. 459. A u g. 1 958; Gcoffre~- Sh eph er d, A rn ol d 
Paul sen , F r a n c i s r<:uti sh. D on l(aldo r. Ri c h a rd H ei f n e,· a ncl 
Gen e F utrell. Prnclucti on , p ri ce a nd income est i m a t es a nd p rn ­
jecti on s fo r th e f eed- l ivestock econ omy und er sp ec i f i ed contrnl 
and market-c leari n g- condition s. l o\\·,c Agr . a nd Home E con . 
Exp. S t a . Spec. Rpt. 27. J\ ug-. 1960. 

TABLE 4. United States average farm price of basic lives tock 
products, actual, and estimated with high er levels of 
feed consumption, 1952-58 . 

P roduc t Ac tua l a , ·e r age 
prices 

Beef cattl e, a ,·c rage price 
rece i\·ed by farm er s ( $/ C\\' t. ) __ 
H ogs, a , ·er age price r ece i ved 
by f armers ($ / cw t. ) ______ _ _ 
Sh eep, a,·erai:;-e price r ece ived 
b y f a rmer s ($ / c,\'t.) ________ _ 
Farm chick en s (c/ l b. ) _____ _ _ _ 
Eggs J) er clozen ( c / d oz. ) _____ _ 
;\filk elig ibl e t'O J' fluid 
m ark et ($ / C\\' t.) ------ ---­
Corn ( $/ bu. ) a t a l :13 n1t i o 
t o h og- p rices _ _ ______ __ _ 
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18.03 

1 8. 23 

6.7 8 
17 .57 
39 .7 

4 . 73 

1. 3 2 

E s t im a ted ave ,·ag·e 
prices w ith 
inc r easecl 

g- r a in con sun1ption 

Of 6.3 
PCl'Ce nt 

1 7 .1 5 

14 .77 

6 .55 
15.22 
34 .58 

4.64 

1.1 3 

Of 1 0.3 
per cent 

16 .59 

1 2.58 

6.·10 
1 3.72 
31. 24 

4 .56 

0.9 7 

strictions on production before 1958 may ha,·e been 
offset, or more than offset , br t lw effects of t he 
hig·her and mor e certain prices. 

'l' he raising of tbc prices of feed grain s and wheat 
also increased the prices and gross income of li v~stock 
and livestock producer s, since th e high prices of feed 
grains and \\' hea t r estrict ed livestock production. This 
restriction of liYestock production increased income, 
because the demand for most li vestock and livestock 
products is in elasti c. The effect of the pl'Ograms on 
total Uni ted States net fa rm income for 1952-59 is 
indicated bY the estimate tha t th e in come would have 
been 34 pei·cent lo\\"er than it actually was if the p r o­
grams had not been in effect. 

1\Iost of th e gain in farm income resultin g fro m th e 
corn and ot her feed-gr ains progra ms, however, was 
only t empora1·~-- It was at tain ed because quantities 
of feed grain . and wh eat \\·ere r emoved from the 
market and held in govcmment storage. Some of this 
grain was disposed of abroad under Public L aw 480 
and other subsidy programs. The ma jor shai:e, how­
ever , seems destined for the domesti c market. When 
it is ev-cntu ally r-eleased into domestic channels, it 
will depr ess prices and incomes about as much when 
it comes back on th e market as it r aised them w hen it 
was taken off the market. Th ere ' '"ill be no n-e t ga in 
so far as those qua nt ities are concern ed over the 
period as a whole. 1\Iost of the gain was b01To,,·cd 
f r om th e future and will have to be paid back when 
the future arrives. 

REASO NS WHY PRICES DECLINED 

Th e ba sic r eason why the stor age programs were 
unR ble to keep agricultural prices fro m declining was 
that the t echnologi eal agricultural r-evolution during 
and after ·w orld vVar II caused production to increase 
fa ster than the demand incr eased. Figure 6 shows 
t ha t agricultural p roduction in cr eased 27 percent from 
1950 to 1960, whil e popula tion increased on] y 19 per ­
cent. 

'' During t he pa t G years, the annual n et addit ions 
to stocks of rn ajoi- e l'0ps have amounted to the equiva-

U. S. POPULATION AND FARM OUTPUT 
% OF 1950 
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Fig . 6 . Unit e d States population and farm output . 



lent of a little more than 5 percent of the harvested 
cropland.' '10 During· the period 1955-57, '' about 7 
percent of total farm marketings were diverted from 
the operation of the normal marketing system by 
price suport and surplus disposal operations.' '11 

The increase in production was the basic cause of 
the decline in prices after 1951. It is obvious that a 
storage program alone could not solve this kind of 
problem. It could have only a temporary effect at 
best. 

If there had been no price-support programs, the 
basic oversupply situation would have shown up as 
a low-price problem. Instead, the price-support pro­
grams caused it to show up chiefly as a surplus-stocks 
problem, partly by encouraging further increases in 
production through the removal of price uncertainty 
and guarantee of prices above long-run open market 
levels, and partly by r educing consumption by live­
stock. 

PRODUCTION CONTROLS INEFFECTIVE 

The production-control programs were unable to 
check this pressure for production to expand. 

The reasons for thi s ar e d ear: The production 
controls were focused on only one of the three factors 
of production - land. No attempt was made to 
restrict labor or capital. There is enough substitut­
ability among the factors of production in agriculture 
so that reductions in on e were more or less completely 
offset by increases in the others. 

Several different analysts came to the same con­
clusion - that except for tobacco, the acreage-control 
programs of th e J 930 's had very little effect on 
production.12 The programs after ·world War II had 
more effect, but since cross-compliance was not in­
cluded, the effect was mostly a shift of production 
from one crop to another. 

The J 954 and 1955 corn-acreage programs, for ex­
ample, apparently had very little effect on total 
acreage in crops. They also had very little effect on 
corn acreag,e; but they did affect total feed-gTain 
production by increasing the prodnction of other 
feed crops. 

Table 5 shows that the total United States acreage 
of corn decreased only 1 percent from 1953 to 1955. 
The small size of the decrease in corn acreage was 
chiefly due to the lack of compliance by many corn 
farmers. Only 42 percent of the Io,va farmers in­
terviewed in a USDA study complied with corn. allot­
ments .13 Most of th e corn farmers interviewed who 

10 Sherman J ohn son a nd K enneth B achma n. R ecent changes 
in resource use a nd in farn1 incomes. Jn,, Center for 1-\gr. a nd 
8 con. Adjustment. Problem s a nd pol ic ies of American agric u l­
ture. I owa State U ni ver s ity Press, Ames, I owa. 1959. p. 11. 

11 86th Cong., 2nd sess . Sen . Doc. 77, 1960, p 20. 

12 T. "\1/. Schu ltz a nd 0. H . Brown lee. Effec t s of c r o p acreage 
control features of AAA on f eed production in 11 midwest s t a tes. 
Iowa Agr. Exp. Sta . Res. B ui. 298. April 1 942. See a lso : T. W. 
Sch ultz. Agri c ulture in an unsta b le economy. McGraw-Hill. New 
York. 194 5. p. 17 2; a nd G. Sheph erd. Agricultura l price policy. 
Iowa State U niversity Press, Ames, Iowa . 1947. pp. 61- 64. 

13 U .S . Dept. Agr. . Agr. Res. Se r v . Effec t s of acreage a llot ­
ment progra m s. U .S. Dept. Agr. Prod . Res . Rpt. 3. June 19 56. 
See a lso: North Centra l Farm Management Res;ia r ch Commit­
tee . Farmers reaction to ac reage a l lotments. K y . Agr. Exp. Sta . 
D ec. 1 955. 14 

TABLE 5 . Chang es in production, harvested acreage and yi e lds 
fo r various crop s in th e Un ited States b etween 1953 and 
1955 . 

H a rves ted Tota l Yie ld 
Crop . acreage production per acre 

(percent ) (pe r cent) (percent ) 

Wheat - ------- - 30 - 20 + 15 
Cotton -------------- - 31 - 11 +28 
Corn - - - - ----------- - 1 n o ch a n ge + 1 
Rice (1954-55) ------ - 28 - 17 + 16 Oats ---------------- + 4 +30 25 
Barley - - - ----------- + 66 +61 -3 
Grain sorg htun + 105 + 113 + 4 
Soy bean s for b ean s -- +2 6 + 38 + 9 
Flaxseed ---- - -- - ---- 10 + 11 + 1 
R ye ---------------- +4 9 61 +8 
A ll tame h ay -------- +3 +7 +3 

Source : U . S. D ept. Agr., Agr. R es. Serv. Effects of acr eage 
a llotment progr a m s. U .S. D ept. Agr. Prod. R es . Rpt. 3. June 
1956 . p. 6. 

did not comply with corn allotments intended to feed 
their corn and, therefore, were not interested in com­
plying for eligibility in the price-support program. 
Reductions in corn acres made by those who complied 
with the progTam were just about offset by increases 
in corn acres made by farmers who did not comply. 

Table 5 also shows that the corn program had little 
or no effect on corn production. But the programs 
for wheat and cotton had substantial effects on total 
feed-grains production. 

Compliance with the wheat and cotton programs 
was high. All wheat farmers interviewed by the 
USDA in North Dakota and Wa shington complied 
with the allotments. All but 4 p,ercent of the wheat 
farmers interviewed in Kansas and 14 percent inter­
viewed in Montana complied. Most of: the acres 
diverted from wheat, cotton and corn went into feed­
grain production. Iowa corn farmers who complied 
with corn allotments grew more soybeans and oats. 
Wheat acres were r,educed by 30 per cent ( s•ee table 5) . 
These acres were mainl y diverted to grain sorghum 
in Kansas and to barley in other major wheat-produc­
ing regions. The acres which were taken out of 
cotton production were shifted mainly to the produc­
tion of soybeans, corn, grain sorghum and barley. 
The diversions of acres from allotment crops to feed 
grains other than corn resulted in a IO-percent in­
crease in the total production of feed grains. This 
increase in feed-grains production was not necessarily 
a net addition to the total quantity of grain fed 
because some of the wheat would have been fed any­
way. But the increase had some depressing effect on 
feed-gTain prices. 

Thus, the wheat and cotton producers transferred 
a substantial part of their surplus problem to the 
producers of the nonbasic crops, chiefly the feed 
grains other than corn, for which price supports were 
provided ·without restrictions on production. 

' ' The expansion in production of feed grains and 
the lower prices of these grains tended to encourage 
an expansion in production of grain-consuming live­
stock. However, much of the 6-percent increase in 
this type of livestock that occurred between 1953 and 
1955 probably would have occurred without the allot­
ment programs.' '14 

U .S. D ept. Agr. Prod. R es . Rpt. 3. o p. c it., p. 6. 
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COST OF THE ACREAGE-CONTROL PROGRAMS 

The co t of the acreage-control program i included 
a one of the items in table 3. It was $608,700,000 
in 1959. 

The data for earlier years and the total fol' all 
year s ar e also given in table 3. These data show the 
shift from the category "acreage allotments" after 
1947 to the " soil bank" in later yea rs. 

THE PROGRAMS TEMPORARILY SUPPORTED PER-CAPITA 

NET FARM INCOMES BUT DID NOT INCREASE THEM 

Not only were the programs unable to keep agri­
cultural prices from declining; more important, they 
were unable to incr,ease n et per-capita farm income. 

Table 6 and f ig. 7 show that average faTm income 
per person has 1·emained practically constant over the 
pa t · 10 years in th e United States. In 1959, in fact, 
it declined a litt le - about 3 percen t - from the 
1947-49 aver age. Even with the incomes from non­
fa rm som·ces included, the rise in farm income per 
person was only 10 percent. 

These averag,e per-capita income data am affected 
by the fact that they ar e based on "fa1·ms " as defined 
by the census. '11hi1ty percent of these ''farms'' 
produce only 2 percent of the total farm products 

TABLE 6 . Per-cap ita incom e of fa rm and nonfarm population, 
United States, 1950-59. 

A ver ag·e n et i ncome p er cap ita o f 

Non fa rm 
Yea r F a rn1 popul a tion popul ation 

Non-
Agri c u l tu r a l a g-ric ultu r a l A ll Al l 

sources sou r ces sources SO Ul'CCS 

1 95 0 __ _ $626 $21 2 $8 38 $1,5 5 
195L ___ 751 23 2 983 1,763 
195 2 ____ ill 251 962 1. 84 9 
1953 ____ 666 26 5 931 1,902 
1954-_ __ 654 262 916 1, 85 2 
1955- ___ 602 281 88 3 1,979 
1956 ____ 597 300 897 2,07 4 
19 57 ____ 627 306 933 2, 121 
19 58- ___ 740 299 1,039 2,082 
19 59 ____ 644 3 21 96 5 2, 216 

So1w ce : U .S. D ept. A g r. , A g r. Mktg . Serv . The Farm Income 
Situa tion. July 1960, p. 38. 
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Fig . 7 . Farm and nonfarm income per person . 
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sold; they r eally ai-e not faJ·ms at all, but only country 
r esidences for urban people. But the ·ituation is 
much the same if the e farms arc excluded and only 
the commercial farms are included - those farms 
with gross sales of' $2,500 or more and which produced 
91 percent of the total farm products marketed in 
1959. The aver age net income from farming of 
these commercial farms was $5,200 in 1949-51, but 
only $4,200 in 1959. If income from nonfarm source 
is included, th e figures arc about $6,000 in 1949-51 
( when nonfarm famil y income was $5,300 ) and $5,800 
in 1959 (when nonfarm income had risen to about 
$7,600 ) . 

These farm-income figures include the return on the 
farmei·. ' own capital inYested in their machinery, 
buildin gs and land. Data compiled by the Agri­
cultura l Research Service, USDA, for commercial 
owner -oper ated farms in the 32 chief types-of-farming 
ar eas in the United States, show that in all but two 
of the 32 types, a substantial decline took place from 
1947-49 to 1959 in the net return to operator and 
family labor and management after deduction of a 
charge for th e owner-opera tor 's capital. The same 
sort of thin g is shown in a study by Ruttan and 
Stout of Purdue Univer sity; they estimate that the 
share of gross farm in come going to labor and ma nage­
ment on fa l'ms declined from about --1--! percen t in 
1947-49 to nbout 24 percent in 1957.15 

Tab'lc 7 and fig. 8, however, l1ow that in the same 
per iod, the Yalue of farmland and buildings pel' acre, 
which is based chiefly on the return to land, rose 68 
percent. 

V\Thy did net farm income per person remain practi­
cally constant whil e th e valu e of farmland per acre 
rose 68 percent 1 If nonfarm per-capit a in comes also 
hn.d remained about constan t, it would indicate that 
some gen eral facto1· had held clown nll incomes. But 
table 6 and fig. 7 show that per-capita non farm in­
come rose 47 percent. 

Why Did Land Values Rise? 

Land values are determined by many factor s - the 
desire for protection against infl ation , for pr,cstige, 
for security, etc. - but the chief factor usually is the 
r eturn that the buyer expects to get from t he land. 

These returns have been affected by the application 
of new technology and t he operation of the price­
support, acr eage-allotment and Soil Bank programs. 

l . The effects of the application of n ew technology 
depend on the elasticities of supply and demand and 
the chm1ges that take place in the location of the 
supply and demm1d curves. 

The elasticity of th e demand fo r food in the U nited 
States is estimated at about -0.2. The improv,cments 
in technology moved the supply curve to the right. 
Under these conditions, gross r eturns to agriculture 
would decline. 

Gross r eturns to the individual farm fi rm, however , 
would not n ecessarily decline. If, in the extrem e case, 
only one farmer adopted the new technology, the 

15 V. W . Rutta n a nd 'I'. T. Stout. R egion a l di f fere n ces in 
factor s h ares in A m erican agricu l tu re, 19 25-57 . J o ur. F a rm 
Econ . 42 :52-6 8. F eb. 1960. 



TABLE 7 . Va lue of farm real estate per acre, United States, 1947-
59" (1947-49 = 100 1. 

Year Index nun1be rs Year Ind ex number s --------------- ----1947 ___________ 94 19 55 _______ ____ 133 
19 48 ___________ 101 19 56 _______ ____ 13 8 
1949 ___________ 105 19 57 ___________ 147 

19 58 ___________ 156 
1950 ___________ 103 1959 ___________ 16 8 
1951 ___________ 119 
1952 __ _________ 13 2 
1953 ___________ 13 2 
1954 __________ 128 

a Farmland a nd buildings as of )la 1·ch 1. 

Soi,rce : l:. S . D e pt. Agr . Agr ic u l tural Ou tl oo k Ch a rts, 1960. 
p. 55. 
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Fig . 8 . Valu e of farm real estate up sharply during 1950' s. 

effect on total prnd uction would be 11egligible and so 
would th e effect on prices. Th e demand for any one 
farmer's product is virtually infinitely elastic. So 
the gross returns to his farm firm would increase 
pari pass1i with the increase in its production. 

The n et r etur11 s would i11 crease also, because th e 
marginal cost of th e n ew technology would lia \·e been 
less than the marg inal r ettnns ; otherwise th e n ew 
technology won ld not have been adopted in the fi1·st 
place. 

'l'hc marginal co t of the 11cw technology in some 
cases \1·oulcl be close to zero (as in th e ca e of hybrid 
seed corn, " "hich costs only a very small percentage 
of the marginal return it brings ) or negative ( as in 
the case of such things as di esel tractors wh ei-e th e 
reduction in total fu el cost is gr eater than the higher 
initial and upkeep costs, othenYise the diesel tractor 
would 11ot be purchased ) . In all these cases, net 
returns would inci-ease more than gross 1·eturns if 
only one farmer adopted the n ew technology. 

Obviously, of course, tbjs is only the limitin g case 
at one c11cl of the range of rea li stic possibilities. The 
limiting case at the other end of the rang-e is the 
situation in which all farmers adopt the new tech­
nology simultaneously. 

This second extreme is used in many discussions of 
farm policy. It is about as unrealistic as the other 
extreme, for a great many farmers are limited in their 
ability to adopt new technology b:v the topography 
of their farms, the extent of their education and 
managerial ability and so on. 

Th e actual situation lies somc\1·here between the 
t \1·0 extremes. 

Parmers who '·get th ar fustcst with the mostest" 
with 11 ew technology, therefore, face a demand curve 
which has an clast'icity somewh ere between infinity 
and -0.2. The net r etm-ns to those with an elasticity 
in excess of -1.0 could increase, while those below -0.2 
would decr ease unl ess their costs dee! ined more rapid­
ly t han their gross r et urns, which is unlikely. 

·with the pas.-age of a few years of time, the 
number of fa1·mcrs can decline, as in fact it did during 
the 1950 's. This decline in t be number of farmers 
1rnul d t-cud to increase net income per farm, even if 
total n et income for agriculture as a whole were 
cleclini11g. It is difficult, however , to measure these 
things ,empiri ca lly . 

2. Th e cff.ects of some of the farm prngrams on 
net inco me per :farm have been estimated empirically. 

Acreage allotments ration ed the r ight to pl,rnt acres 
to c-c rt·ain crops, and the \·alu e of th ese allot men ts was 
capita lized into hmd values. One study estimated that 
in Pittsyh·,mia County, Virginia, :m ac1·e of toba cco 
allotment accounted for *962 of the sellin g p1·ice of 
a farm in 195 -1- and t l ,673 of the selling price in 
1957.1'; 'l'he va lue of an acre of eropland without the 
allotn1c11t \\·as $22. 75. Th e average sale price of the 
203 farms in the sample was i 10,2-:1-2, and an estimated 
i5,650 (5:S percent of the total rn lue ) was paid for 
the right to gtow tobacco on a specified number of 
the purchased ac1·es. Por the i5,650, th e purchaser 
rece ived nothing tangibl e, but 011l y a franchise to 
grow toba cco. S imi lar evidence 11·as found in Greene, 
·wilson ::i ncl Pitt co unties, North Carolina. 

A study of land -values in Kan sas ~,ieldccl simil ar 
information on t he va lue of wheat a ll otments. Accord­
ing- to a limited study in two ar eas in Kan sas, th e 
right to grnw " ·heat acldPd substantial value to wheat 
land. The va luc added was not of the order of 
magni tud e indicntecl fOl" tobacco land but wa s a snb­
st,mtial percentage of the total v::ilue per acre. 

3. 'l'h c developmen t of uew technology after ·w orld 
War l] began to make it profitabl e for farm er s to 
ltancll e larger farms tl1,m before. Th e pres1mre to 
enl arge their fa rm s may have led some farmers to 
pay more for an extra 40 or 80 acres than they could 
for a 11·holc farm ; in technical ter ms, the mar ginal 
retur n for addihonal acr es \1·as hi gher tha n th e 
average r-c turn fo r the farm as a whole. In the ~·ear 
,ending i11 1\Iarch ] %0, -:1-5 percent of all sales of fa rms 
or ti-act of land wer e for adcli11g to existing- farms. 
The figure in 1950 was only 21 perccnt. 17 

± . .,\ fte r vVorld War IT, the p1·ice · of farm product 
were high. But farm ers could r emember the drastic 
p1·ice decline that took pl ace soon after vVorld War J. 
At fi1·st , farmers were not sure that pri ce supports 

16 F. H. i\la ie r, J. L. H edrick a nd ·w . L . Gibson. The sale 
va lue of f lu-c ured tobacco a llotments . Va. Agr. Exp. S t a. T ech . 
B ui. 148. Apri l 1960. p. 27. - referred to in a pape r: The 
econ omic ro le of land resource in s titutions in agricultu ral a d­
jus tment by Vl' a l te r E. Chryst a nd J ohn F. Timmon s , ARS, 
· SDA, a nd I owa Stat U ni ver s ity, r espec tively , May 196 0, p. 13. 

17 The p r ice of la nd bought for farm enlarge m en t ear ly in 1960 
was high e r than the pr ice of a ll land sold in 5 r eg ion s, lower 
in 5 o ther s a nd the same in a n oth er r eg ion, out of a t otal of 11 
regions s urveyed . (Curren t developm ents in the f a rm rea l e s t a te 
m a rket . ARS, USDA. Oct . 19 6 0. p. 9). . 
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Fig. 9 . Value s of fa rm income and real estate in dollars per acre. 

would be continued at levels abo\·e long-run equili­
brium levels. Figure 9 illustrates th e way in which 
land prices rose much less, and much slower , than 
farm incomes.1 8 But after the Korean conf lict, farm­
ers began to feel more ce1·tain that supports would be 
continued. Tbjs feeling· of c011fidence per sisted until 
the index of land prices r eached about tlw sa me levels 
as the index of farm income. 

5. Finally, a part of the 1·ise in land values durin g 
the 1950 's may be attributed to fear of inflation. 
During 1960, this fear eased to some exten t, and this 
may have been par tly 1·esponsible for the slight decline 
in land values that took place in 1960. 

Why Did Per-Capita Farm Incomes Not Rise? 

There are two chief r easons why per -cap ita n et 
farm income changed so lit tle during· the 1950 's. 

l. Continiied overproduction of farm products r e­
lative to the demand for them kept gross national 
farm income low. 

This overproduction didn ' t r esult from any incr ease 
in acreage. Crop acrea ge has r emained unchanged 
at about 350 million acr es since 1920, and the decline 
in the demand for feed for horses and mules had 
pretty well run its course by 1950. The overproduction 
resulted mainly from r apid technological advances 
and the addition and substitution of capital resources 
- machinery, ferti lizer, agricultural chemicals, etc. 
These were both added to and substituted for labor 
and land and permitted yields per acre to increase 
and one man to handle more acr es. 

Production expenses changed also. The use of 
more efficient production techniques had a t endency 
to lower some costs, but t he greater use of commer cial 
inputs (i.e., fertili zer ) and inflation tended to raise 
costs. The net effect was to decr,ease net national 
farm income. A corresponding decline in the number 

1 8 " \ ¥ e w ould su spec t . .. tha t the b en efits of these prog r a m s 
h a v e h a cl their grea t est impact in improvin g agricultu ral wel far e 
in those p eriod s in w hich t h e uncerta inty exi sting ab out their 
continuity was suffic i ent t o preclud e th em from b ein g ca pita l ized 
i nto Ja nel values. " (Ch rys t an cl Timmon s, ov. ci.t., p. 19) . 
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of farm ers held per -capita net fa rm in come about 
constant. 

Th e average y ield of feed grains, for example, rose 
more than 33 percent from 1947-49 to 1957. Totttl 
farm output inct eased 21 per cent, while population 
in creased only 19 per cent. 

The price of farm products declined, but individual 
farme1·s continued to adopt new technology and to 
rxpand the size of their oper at ions in an effort to 
increase their in comes. Total production incr eas-ed 
under t he im pact of n ew technology and furt her 
depressed farm prices. A small increase in supply 
causes a large decrease in prices for farm products 
and almost as lm'ge a decrease in gross fa rm income. 

Consumer income per person also increased. Some 
of t his increase was merely inflationaty. But re­
latively lit tle of the r eal incr ease in consume1· in comes 
went for food. Total food consumption tends to r ise 
only as population increases - food consumption per 
person r emaining remarkably steady. ·wit'h United 
States consumer incomes now at relatively high level , 
furth er increases in income add to t he demand for 
som e fa tm products but decrease the demand for 
others. This docsn ' t have much effect on total food 
consump tion. 

Continued oveq)l'oduction in relation to demand, 
then , is the first r eason t hat fa r m incomrs d idn 't rise 
dnrin g the ] 950 's. This kept national gr oss fa rm 
income 1011". 

2. A notl1 er 7.-ind of imbalance is the second r ea on 
that per -capita farm incomes didn 't r ise. W e can 
call t his imbalanc,e an excessive supply of fa1·mer · in 
terms of the number th at could earn incomes com­
parable to th ose for similar abilit>- in other occupa­
t ion, . Along with the overproduction of :fn tm l)l'Od­
ncts, this kept income ]]C r f arm er 1011". 

Th e lar ge supply of farm operators r elative t o the 
demand for them r esult ed from two th in gs: (1 ) th e 
high fa r m birth rate and th e di fficulties whic1h impede 
mm·cment off fa rms, thus keepin g the supply of 
fa rmers excess ive, and (2) the decline in the number 
of farms as they became larger and fewer , thus r educ­
ing th e demand for farm operators. 

The farm population dec lin ed along with th e decline 
in the number of farm s (from a peak of 32 million 
persons in 1933 to 21 million in 1959 ) , but it did not 
decline fast enough to permit per-capita farm incomes 
to rise durin g the 1950 's. Th.is relative over supply of 
farm ers meant d ividin g up the total agr icultural in­
come pie into relatively small pieces and bidding up 
the r ent and price of land. This kept net in come 
per farmer low. An oversupply of farmers depresse 
farm incomes per farmer just as surplus farm prod­
ucts depress farm-product prices per bushel, bale, etc., 
of product. 

rrh e farm birth rate alone is high enough to r esult 
in a continuous increase in the number of farmers 
if all boys born on farms stay in farming. Farm 
births exceed farm deaths by a bout 400,000 per year. 
In 1950, the number of farm children was 68 percent 
higher than th e number needed to maintain a s tation­
ary farm population . 

But 'We don't need even a stationary farm popula­
tion. The demand for farmers is declining, and 



farming practices have become much more labor­
saving. Greater mechanization and machinery size 
have increased the size of farm that a family can 
handle. 'l' he average size of farm in the nited States 
increased from 175 acr es in 1940 to 217 acres in 
1950 and to ~45 acres in 1954. The number of 
commercial fa rms dropped 21 percent from 1947-49 to 
1955-57. 

EFFECTS OF THE PROGRAMS ON THE LOCATION 
OF FEED-GRAINS PRODUCTION 

There was some concern up to 1959 that corn­
acreage controls and th e denying of loans to noncom­
pliers mi ght be driving some corn production out of 
the Corn Belt . Some thought, too, that the substitution 
of corn for controlled crops, such as cotton and 
wheat, was incr easing corn production outside of the 
Corn Belt - that is, outsid e of the original "commer­
cial corn area. '' 

1938 AREA 

- AREA ADDED 1938 TO 1958 

Figure 10 shows that the commercial corn area19 did 
in crease in size- more than 60 percent from 1938 
to 1958. Apparently, however, this was merely a 
r e.s uit of more counties coming under the definition 
of a commercial corn county as corn yields per acre 
rose. The annual county and state production data 
show 1ha t corn production was not " driven out of 
the Corn Belt." Even corn acreage was not driven 
ou t . 

The annual corn acreage and production data by 
counties show tliat corn acreage and production 
became more concentrated, not less concentrated, in 
the original 1938 commer cial corn area. Figure 11, 
which illustrates changes in corn acreage, and fig . 12, 
which illustrates changes in corn production, show 
that th e same thing is true of Iowa, Illinois, Indiana 

10 The "con1n1erci al corn area" includes th e counti es ,vhere 
aYcr age corn producti on duri n g the preced ing 10 year s w as 450 
or mo r e bush el s per farm a nd 4 or more bush el s p er ac r e of 
farm land in the county. 

Fig . 10. Original 1938 commercial corn area and counti es added since 1938. 
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and Ohio, the four state in the heart of the Corn 
Belt. 20 The figures indicate that this tendency in­
creased even more after 195 when corn acreage r e­
strictions we1·e l' emoved and new corn rates, which 
wer e lower but ,rere available to all producer s, went 
into effcct. 2 1 The same thing is true for oats. 

Production of hogs also became more concentrated 
in the Corn Belt, as seen in fig. 13. Cattle production 
just held its own (fig. 14) . 

20 The sam e r esul t is o b t a ined when M in neso t a is s ubs titu t ed 
for Ohio as one of the fo ur Corn Belt state .. 

21 Geoffrey Sh ephe rd a nd A lla n Richards. Effec ts of the 
fede r a l progra m s fo r co rn a nd othe r g ra in s on co r n pr ices, feed 
grain s product ion a nd li vestock product ion . I owa Agr . a nd Home 
Econ. Exp. Sta. Res. Bu i. 459. A ug. 1 958. pp. 282 - 285; and 
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EFFECTS OF THE PROGRAMS ON LIVESTOCK 
PRODUCTION AND PRICES 

The corn storage program was originally set up 
in the belief that stabilizing the flow of corn into 
consumption also would stabiLi?Je livestock production 
and prices. 

This stabilizing effect shoul d be most pronounced 
for hogs, since the bulk of the hogs in the United 
States i raised on corn-producing farms and since 
corn constitutes about 80 percent of their feed. 

Ther e is some evidence that the corn p r ogram has 
'had a considerable stabilizing effect on corn prices 

Footn ote 21 ( conti nued) 
Geoffrey Shepherd a nd Kurt U llrich. Our corn-h og-cattle bel t . 
I owa J:<7 arm Sc ience. 14 :437 -438. Ames, Iowa. F e b. 1960. 
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" •. despite its shortcomings, 

the corn program has provided a degree of stabiliza­
tion to the supply of feed.' ·21 Dut it cloes not appear 
to have had a stabilizing effect on hog production 
and price . 

Figure 15 shmrs annual pork production sinc,e J 900. 
'fhe chart shows clearly that the variation in pork 
production increased substantiall y after 1933 when 
the corn program began. On the face of it, this 
could be r egarded as evidence that the corn program 

22 Geoffrey Shepher d a nd A llen Rich a r ds. Effects of the 
fed er a l prog r a m s for corn a nd o ther grai ns o n corn prices, 
feed grains production and li vestock production. Iowa. Agr. 
a nd Home E con . Exp. Sta. Res. Bu i. 459. pp. 272-27 6, 285-289. 
Aug. 19 58. 

2s H . F. Bre imye r. Emerging phenomen on: A cycle in hogs. 
Jour. F a rm Econ. 41 :760-68 . Nov. 1959. 

1951 1952 1953 195 4 
YEARS 

1955 1956 1957 1958 

unstabilized pork production rather than stabilized it. 
Study of fig. 15, however, suggests that the increase 

in the variation in pork production after 1933 result€d 
chiefly from two uniqu e v-ents, both unrelated to 
the corn program. The sharp decline in pork produ c­
ti on during the 1930 's ca.me immediately after th€ 
severe drouths of 1934 and 1936; the great peak in 
1942 and 1943 came as a result of the war effort to 
produce the maximum amount of meat by full utiliza­
tion of the larg·e crops produced in those years plus 
most of the large supplies of corn carried over from 
the immediate prewar years. This indicates that 
variations in corn supplies have a. con.trolling influence 
on pork production. 

Yet, fig. 16 shows that hog production continu ed to 
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HOG SLAUGHTER AND PRICE 
PRICE SLAUGHTE R 

(Mil. HEAD ) Pric e re ce iv ed by farm ers ( $ PER CWT. ) 
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Fig . 16. Changes in hog slaughter and prices received by farmers . 

vary af ter ·world vVar II, when the CCC "stabiliza­
tion '' stocks of corn and other feed grains grew to 
large proportions, and this could be expected to 
stabilize hog production . The variation in hog produc­
tion after World ·w ar II is fully as great as it was 
before the war and the drouths of the 1930 's. 

The variation in hog prices is also gTeat. Figure 16 
shows that hog prices since the war have varied 
cyclically, inver sely with hog slaughter. They appear 
to be about as variable as they were before the drouths 
of 1934 and 1936 and World War II. Breimyer 
believes that the stabilization of feed suppli es attained 
under the corn program has had some indirect iin­
stabilizing effects on hog production. 
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" Curren t circumstan ces alter drastically the 
o ld tie between production of corn and of hogs. 

They ass ign a n entirely new roi e to hog a nd 
corn pri ce relat ionships. No longe r mus t vir­
tua ll y all corn go into production of lives tock . 
No longer must hog product ion adju st so 
qui ck ly to th e corn supply. Vari a tions in t he 
hog-corn l a tio now more often arise from 
chan ges in th e price of hogs and less often from 
changes in th e pri ce of corn. The r a tio now 
has more dir ect effect on hog production tha n 
before - on i ts own , and not merely as a r efl ec­
tion of the size of the com supply. As su ch it 
plays a more active ro le in r egula t ing hog pro­
du ction; and yet it is Jess effective tha n it a p­
peared to be when only a go-between ." 24 

According to Breim.yer 's view, the hog-corn price 
ratio has become a less effective r eg·ulator of hog 
production because hog production now responds less 
to variations in cor n production (the impact of which 
is r educed by the corn s torage progr am) and more to 
hog prices. And hog prices tend to induce cyclic 
variations in hog production, because of t'he inherent 
t ime-lag in the response of production to prices. Hog 
production, therefore, is becomin g more cyclic in 
character . This cyclic variability in the price of hogs 
is r eplacing to a consider abl e exten t the earlier irregu­
lar variability that r esulted from irregular variations 
in corn supplies. 

I n addi tion, there is some evidence that the elasti­
city of the demand for bogs is less now t1han it was 
before W orld W ar II. Th e USDA and others esti­
mated the elasticity befor e the war a t about -0.6. The 
estimates for the period since the war range from -0.33 
to -0.39. 20 This decrease in the elasticity of the demand 
for hogs has increased th e size of the hog price varia­
tion that results from a given variation in hog produc­
tion . The hog industry is more intern ally unstable 
than before. 

This r aises t he question of whether a foed-grain 
stabilization progra m alon e can stabilize hog produc­
t ion and prices. It can stabilize hog· p r oduction 
again st irregula1· variation resulting from irregular 
variations in corn m1 d other feed-grains production, 
but apparently it cannot stabilize hog production 
against internally cr eated, self-per petuating cyclic 
variations which r esult from cyclic variation s in hog 
prices. That r equires measure ,d1ich deal directly 
with hog prices. 

One of the most likely measur would be direct 
payments to hog producer s, with the "support " price 
level (below which payments would be made ) set a 
little lower than the long-run aver age market price 
level. This would smooth out r eturns from hogs, in 
effect smoothing out hog prices and thus stabilizing 
hog production. 26 

Statements ar e fr equently made tha t government 
price-support programs in agriculture are useless. 
Critics point that , in the case of corn, surpluses are 
overwhelming and corn prices still are low, but in 
the livestock industry, where no programs are in 

24 Ib icl. , p. 764 . 

25 L e tte r s fro m Earl E . Mill e r , SHR B r a nch, A MS. U SDA, July 
22 a nd 29, 1958, a nd r esear ch con d uct€cl by "\Vilb ur M a ki, D ept. 
Econ. and Soc., Iowa S ta t e U niver si ty, A mes, I owa. 

26 Geoffrey Sh epher d, D on K a lclo r a nd F r a ncis K uli sh. Let 's 
think a b out h og s upplies a ncl pr ices! Iowa Far m Science. 
13 :255- 258. June 1959. 



effect, ther e are no surpluses and prices are more 
nearly satisfactory. 

The ,evidence given in this kind of statement is 
invalid . Th e chief r eason why livestock price are 
reasonably good is that supplies are r easonably well 
adjusted to market demand; and t he chief r eason for 
that is that the corn and other feeds programs l1ave 
held a substantial percenta ge of the feed ·upply off 
the market. If these supp lies had been fed to live­
stock instead, l ivestock product ion would hav,e been 
substantiallr greater, and livestock prices would haYe 
been substantially 10\rer . This subj ect is discussed in 
greater detail in a later sect ion. 

RELATIONSHIP OF WHEAT AND 
FEED-GRAINS PROGRAMS 27 

F,eed gra ins and whea t are inseparable public policy 
problems for the decade ahead, as in t hose past. These 
crops ar e t he major production alternatives on most 
of the crop land in the United States. Events of 
1953-55 help to remind us of t his. While wh eat 
plantings declined by 21 million acres from 1953 to 
1955 in response to th e national wh eat allotment and 
marketin g quota program ( the situation by regions 
is hom1 in fig . ] 7 ) , oat plantings rose by -.I: milli on 
acres, and barley and sorghum for gr ain rose b;-· 
nearly 7 million acres each. 

These shifts occurred in most areas of the "Cnited 
States. In fonr Northern P la ins states, a decline of 
6 million ac1·es of wheat and 1 mi lli on acres of co1·n 
from 1053 to 1955 was offset bv an increase of 5 
million ac1·es in three other feed grains. In eight 
Mountain stat,es, 3 million fe11·er acres of wheat were 
counter ed by 2 million acres more of feed gra in s. In 
three P acific states, th e exchan ge \\"as about equal -
1.4 million acr es. 

Even in five states in the heart of the Corn Belt, 
wheat harvested f ell by neal'ly 2 million acr-es from 

2, This sec ti on on \\' h eat was prepa r ed by John A. Sch nittker 
of Kan sas State Gni\·cr sity . A cl e t a i l c cl di scu ssion of \\'heat 
progr a m s i s fou n d in hi s : \ •\/h eat p1·o b lem s an d prngTam s in 
the U nited St a t es. M o. AgT. J<: xp. S t a . R es. B ul. 753 . ( North 
Central Reg ion a l Pub I ica t i on No. 11 8. ) Se pt. 1960. 
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Fig . 1 7 . Acrea ge of w heat see d e d by re gions in the Un ite d State s . 

1953 to 1955, while corn acreage r emained constant 
and other feed-grains acreage rose by 1.3 million. 

As wheat r egions turned to feed grains, a small 
increase took place in the Corn Belt share of total 
wheat planted. 'l'his occurred partly because growers 
with fe wer than 15 acres of whea t were exempted 
from compliance with ac1·eage allotmen ts. Most grow­
ers using this exemption were in t he Corn Belt and 
Northeast. In the la te l!J 50 's, more than ha lf a million 
wh eat growers plan ted 0Yer 4 million acres and 
produced about 100 million bushels each year on ex­
empted acreag,e. 

The shift of fe.ed-gi-ain acreage to wheat was ver y 
modest, howeYer , compared with the chan ge from 
wheat to fe,ed grain s in the Great Pl ain and North­
,1·est . :Many farmers 11·ith ,d1eat allotments did not 
use them, even though th eir neighbors were moving 
into " -heat production under th e exemption descr ibed. 
In 1959, for example, 51-.1:,000 farms with 4.3 million 
acres wheat allotment, and located chiefly in the 
eastern half of the United States, planted no wheat. 
This helped offset shi fts to wheat by others. 

As the 1960 's begin, wheat is clearly the most 
visi le and possibly the most pressing farm policy 
probLem. The USDA estimate. that wh eat stocks by 
mid-1961 will be 1.5 billion bushels. Most of this will 
be Hard Red Winter Wheat, as shown in fig. 18. 
Under the existing program, an aver age of 100-200 
million bushels should be expected to be added to 
stocks ea.ch year . A program which simply r educed 
wheat marketings to the sum of domestic food, exports, 
seed and the usual amount of wheat fed, would add 5 
to 10 million tons of gr ain to an overburdened feed­
grain market . Under present law, the result would 
probably be an in crease in the growth of feed-grain 
stocks by about the amount of the decrease in t he 
growth of wheat stocks. 

J\. farm program which tel'minated wh eat acreage 
all otments and priced all gr ains as feed ,,ithout sub­
stantially r-educing total resource use t'hrough land 
retirement or other means would also transfer excess 
wheat-producillg capacity either to feed grains or 
leave it producing for government, as at pr-esent . It 
would matter little whe t- her or not wheat growers who 
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shifted to sor ghums and bal'ley in 1954 returned to 
former production patterns. P otentially, all grain 
produced would be feed grain. 

If fa rm prices ar e to be maintained near 1960 
levels in subsequent year , and if commodity stocks 
ar e to be r educed, a r eduction in total farm-resource 
use appear s necessary. It would be a significant im­
provement oYer present law if wheat marketings 
were effectiYely reduced to a little less than total 
disappearance and if resources now devoted to produc­
tion of exces. wheat for stocks were turned to some 
conscn ·ation use at tl1e same time. 

This need not be of positive direct benefit to feed­
grain or whe;:it producers, but it would benefit tax­
payers. Af ter 6 year s of improving one commodity 
situati on at the expense of another, it would be a 
welcome innovation. 

T he most pressing need with r csp,ect to wheat is 
to reduce the carryover to not more than half the 
present level. To do this, acquist ions of new wheat 
b~- the CCC must be ended. Only a progr am of 
effective control over production or marketings of 
wh ea t ca n establi sh r eal control over wheat stocks, 
and thus over budget expenditure by the federal 
government in the next few years . There is nothing 
to indicate that " ·heat production would decline if 
the wheat price were to be cut by as much as one­
third from 1960, and th ere is every r eason to believe 
it woul l inc1•,ease. 

W hatever th e price level for wheat and farm 
products from 1961 to 1965, administrative controls 
hold the only r ea l hope for successful r eductions in 
wheat cai-ryovcr by 196G. Once that is achieved, 
di scussion of a new wheat program for the long run 
can begin. 

EFFECTS OF THE FEED-GRAINS PROGRAMS 
ON THE DAIRY INDUSTRY28 

It is difficnlt indeed to tate with prec1s1011 what 
the impa ct of the feed-gTain programs 'has been on 
such aggrega te sta tistics ns number of dairy farms, 
level of milk production and milk prices, cost of dairy 
feeds and other important national dairy statistic . 
There m·e several importan t rea sons for this. 

The dairy industry is very widely dispc1·sed and 
subj ect to a \1·i de variet~, of influences, even though 
heavy production occurs along the northern edge of 
the Com Belt and in th e New England and Mid ­
Atlan ti c sta tes. The alternative empl0)7nent oppor­
tunities for dairy farm r esources di:f:fer so widely from 
region to region that changes in t'hesc alternatives 
often obscure the impacts of changing fe.ed supplies 
;:incl prices. Th e heavy investment in speciali zed 
faci liti es and livestock and the i·cgularity of dairy 
income tend to reduce th e i-esponsc rate of dairy 
farmers to fOl'ces originating in the rest of agricultnre 
and even in th e nonfarm economy. In truth, the 
dairy industry is amon g the most stable in agriculture. 

Efforts at isolating' and quanti fy ing' th e economic 
r-elations on the suppl? side of the dairy industry on 
a nationnl basis have met with vcr~· limited success, 

2s Th is sec ti o n was pre pared by H a r low Hal\·o rson. D epa rt­
ment of i\gT. Econ .. 1Tni\·. of , N is .. l\ facl ison. 
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largely for the reasons just tated. In spite of 
several studie · designed to quantify the impact on 
milk production of such factors as milk, beef and hog 
prices and feed .supplies, further r eflection suggests 
the essential futi lity of deriving Yery meaningful 
and useful conclusion from such national aggregative 
data . If this is tru e, it would be superfluous to 
attempt to appraise nggregativc r esults of th e feed­
grain programs. 

A more promising approach, although much less 
fully explored, lie in th e analysis of p1:0grarn_ effects 
on certain locnl areas 01· typical fa1·ms (by some 
definition ) . 

Outside of the Corn Belt, a consiclen1ble proportion 
of the dairy farms arc defi cit wit-h 1·espcct to con­
centrates but amply supplied wi th roughages. F eed 
concentrates are imported in considerable volume into 
the northeastern states, for example. '110 the extent 
that the feed-grain program has mainta ined and 
raised feed-grain p1·iccs, this progra m may haYe had 
a depressing effect on the c1aii-y industry in these 
areas. It should be not,ed, ho1rever , that snbstantial 
increases in fr eig1ht rn tes in tl1 e postwm· period also 
have been an important element in the feed cost. of 
such producer s. At the same t i.me, the chan ges in 
formula pricing' fOl' Glass I milk under federal and 
state controlled milk markets have given 11" eight to 
chan°·es in feed co!:it · which thus hnve tended to offset 
the influence of program-genera ted increases in feed 
costs. It may well be that th e continuin g and ample 
supplies of fc.ed grains hnve added to the alrea dy high 
deg1·ee of stability of milk production, although grain 
movement in relat ion to loca l production has not been 
examin ed. F or that part of the dairy industry which 
supplies fluid milk markets, it is probnbl,1· safo to say 
that steps were taken to ensure that th e feed-grain 
p1·ogram ,rnuld not have serious reper cuss ions on milk 
production or produce1· incomes. 

In the Corn Belt, th e dairy enterprise m11st compete 
for fa rm resources with the hog and beef entcrpri. es. 
The choice of which enterprise to use in conver t ing 
the available supply of feed grains into ca h income 
is usually not difficult. The r elatively heavy invest­
ment in herd and facil ities, the confining nature of 
the dairy enterprise and 1·elatively low labor income 
from it usually make it the least desirabl e of several 
altern a1ives. On th e ot·her hand, the 1·egularity of the 
income from mi lk and the avn il abi lity of th e skimmilk 
b~·-p1·oduct has led mnny :farm ers to milk production 
as a suppl emental enterpris,e, particularly with hogs. 
But since r esources d2voted to mil k production in the 
Corn Belt pl'Obably can be shifted most r eadily to 
beef production, changes in th e beef-cattle cycle in­
vol vc some transfer of r-2som·ces betll'cen th e beef 
and dairy enterprises. In Indiana, Illinois nnd Iowa , 
for exa mple, it has been hown that dur in g ] 944-58 
a IO-percent change in the milk-beef pri ce rati o led 
to a 1 .5-per cent change in milk production in the 
follow in g year, wl1il e sim il ar changes in the milk-hog 
and milk-feed pric,e ratios were statisticall ? nonsio-ni­
ficant.20 'l'hus one can probably conclude that short­
nm di1·ect impacts of the :feed-grain prognim " ·orking 

20 U. S . D ep t. Ag r. , Agr. l\[ktg. S '"'· The Da iry S ituation . 
:--Co,·. 1 959 . pp. 13-18. 



throug·h feed prices were probably much overshadow­
ed by influences working through the beef-cattle en­
terpr ise in the Corn Belt. 

In I owa and several sta tes to th,e west and south, 
the combination of several factor s probably has had 
importan t impacts on dairying. Th e rnla tively higher 
support fo1· feed grain, plus the more rapid growth 
in technology in feed p1·oduction, have tended to place 
the dairy en terprise at a disadvantage. On t he other 
hand, grnwth in population ha s led to in creased op­
portunities to market fluid milk and thus improve 
blend prices. In addition, a gradual shift toward 
marketing whole milk rather than farm-separated 
cream has meant sm::ill increases in r eturns from the 
nonfat solids par t of milk for tho ·e producers \\·ith 
manufactured product outlets. In Ne' r aska and 
Kansas, ho\\·ever , these offsetting influences have not 
been sufficien t to stop the steady decline in milk 
production . In most of the r emaining states of the 
western Corn Belt, increases in milk production have 
lagg-cd far behind increases in production of other 
farm products. 

Thu it is likely that the short-run impacts of the 
feed-grain program on the dairy in dustry have been 
relatively minor, especially when consider ed in rela­
tion to the ov,ershadowing influences of factors out­
side the program. Tl1e major prog1·am impacts prnb­
abl y have been exerted on dairying in the western 
part of the Corn Belt, if one were to assume that part 
of the post-war incr eases in Class I prices in eastern 
markets would not have come about in the absence of 
a feed-grain price-support progr am. 

AREA PROBLEMS 

Agriculture i a l1 eterogenous industry, and the 
low income problem is more sever e in om e types of 
farmin g than it is in oth er s. 

Differences in Returns Among Type-of-Farming Areas 

Table 8 shows that there am wide differences among 
farm incomes in the different type-of-fa rming areas. 
The average returns to operator and family labor in 
1959 r anged from -$4,336 in New J ersey egg-produc­
in g poultr~- farms t o $17,112 in th e lar g-e-scale cotton 
farms of th e Mi ssiss ippi Delta.30 

Furthermore, these differ011ces persist over long 
periods of ti me. Figure 19 shows the net r eturns 
data for two t~·pes of farming - hog-beef raising· and 
hog-beef fattening· - in two partly contiguous a1·eas, 
carried ba ck to 1930, along with the earnings of 
manufacturing worker s. 

Thus fig. 19 illustrates th e essenec of the area farm 
problem in summary form. It shows that the nrban 
income seri,es rises fa irly steadily over most of the 
period . But th e farm r etlnns seri es jumps all over 
the place - in the case of the hog-b-cef fa ttening 
series, from roughly three times as high ::is th-c m·b::in 
series in 194-8 to 011 ly half a. high in 195::5 . Th e 
instability of the farm r eturns series stands out in 

BO This situa ti on i s d i scu ssed m or e f ully in: Geoffrey Shep­
herd . Fan,, progr a n1s for farn, incon1es. Jour. F arn, Econ. 
42 : '139- 50 . Aug-. 1960. 

TABLE 8. Return lo operator and family labor, 1956-59. 

T ype-of-farming a rea 1956 1957 195 8 1959 
Dai r y fanns: 

Cen tra l Northeast ---------$ 2,847 $3. 046 $ 2,474 $ 2,386 
Easte rn \ Visco n s in 1,154 1,137 60 5 853 
\ Vest ern Vliscons in =~====== 2,019 2,147 2, 289 1,542 

D a i,·y-hog fa rn,s : 
Southeas t ern ~Ii nneso ta. ---- 2,497 2, 179 1,967 1.'132 

Co rn Bel t farn, s : 
Hog-dai ry ---------------- 3,388 4, 179 4,774 3,546 
Hog-b eef ----------------- 1,715 2, 197 2,776 1,003 
H og-bee f f a ttening -------- 4,486 5,31 2 7, 822 4,189 
Cash grain --------------- 5,738 2,219 1,726 82 

P oult1·y farn1s: 
Ne\\' J er sey (egg-produc-

ing) 255 -320 -636 - '1,336 
Cotton fa rn,s: 

Southern Piedmont -------- 713 606 1,187 654 
T exas: 

B lac l< Prairie ----------- -300 309 1,254 713 
Hig·h P l a ins (nonirri-

gated) --------------- 825 ,J, 192 5,814 2,939 
Hig h P l a ins (irr igated) __ 8,923 6,321 1 2,190 6,78 1 

::\ liss i s ·ippi D elta : 
Small ------------------ 1,4 5 838 611 1,335 
Large -scale ------------ 1 5,303 3,89i 4,531 17,112 

Peanut-cotton farms : 
Southern Coast a l Plain s ____ 2,200 1,619 2,606 1, 51 8 

Tobacco fa rn1s: 
K entuck y : 

''"fo bacco-l i vestock ------- 2,221 1,67 5 1,940 1,560 
North Carolina: 

T obacco-cotton 2,550 1,109 1,927 1,29 2 
T obacco-co tton (large) -- 2,93 695 1,877 1,016 
T obacco (small) -------- 2,400 1,429 1,934 1,531 

Spring wheat fa rn1s: 
1\T"o rthe rn P l a ins: 

\Vh eat- s n1a ll g ra in-li\·e-
s t ock -- --------------- 5,326 2,066 3,824 207 

vVheat -corn - 1 i vestock 1,671 3,422 4,356 - 501 
vV h eat- r oughage-I ives tock 1,432 2,809 2,481 -1. 254 

\ V inter ·w heat farm s : 
South ern Plai n s : 

\Vheat ----------------- 700 2,883 8,493 4,343 
\\Th a t-g-rain -sorghum --- - 670 1, 253 6,856 4,964 

Pacif ic Nor thwest: 
vVheat - pea -------------- 7,330 6,527 66 3 7,156 
'Wheat-fa ll ow ---- ------ 3, 318 9,258 5,601 4,559 

Cat tl e ranches : 
Northern Plai n s -------- -701 910 2,41 3 1,0 26 
Intermounta in R egion --- 3, 22 1 5,423 8,914 7,83 1 
South\\'es t -------------- -6,471 -1, 186 1,506 435 

Sheep r a nc hes: 
North ern Plain s -------- 2,773 6.965 8,087 3,1 64 
Southwest - - ---- - -6.366 -Z: 293 762 4 63 

So,o ·ce : Farm cos t s a ncl r eturn s: Commerc ia l family operated 
farm s b~- t y pe a n d loca ti on. U. S. D ept. Ag r .. Agr. Inf. Bui. 
1 76. 1% 0. 

mark,cd contra st to the stability of the urban in com e 
eries. 

This instabili ty not only is distmbing in itself; high 
returns in some periods induce high investment in 
land, for example, which is diffi cult to pay off in 
periods of low r eturns. 

Th e chart sh°'rn also that the t wo farm serie. differ 
grca t l~- from each orher. In most years, the r eturns 
to operator and fa mily labor ar c about twic-e as high 
in hog-beef fattening as th ey are in hog-beef raising. 

Simila r differences exist among p er-capita farm 
incomes by r egions. Tabl e 9 shows that p·er -capita 
farm in come in the Pacific r egion is more th an three 
tim es as hi gh as in the E ast South- Central r egion. 
It is also higher th::in the per -capita nonfarm incomr 
in th e P acif ic region. 

Tables 8 and 9 and fig. 19 suggest several things: 
1. '' The low farm income problem '' is not simpl~r 

"a ' ' probl em, affecting all area s alike. Farm incomes 
in som e type-of-farmin g areas ar e low ; in some other 
areas. they are hi gher than factory workers ' incomes. 

2. P erhaps some of the differences in in come result 
from th e difficulty of getting accurate detailed income 
data in the first place. If so, more detail ed methods 
ma,· be n eeded. These would r eveal additional in­
for;m1tion , such as t'h e distributi on of in comes behind 
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RETURNS 

Fig . 19. Hog-beef returns com­

pared with factory worke rs ' 

earnings, 1930-58 . 
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TA BLE 9 . Regi ona l distribution of farm-nonfarm income differences, 
1955 . 

Incom e pe r capita 

,:: <l) §2-5 
·::,. 

,. ~. 0 E " ·r,, C: ·~ ~o : ;,,: '- <l) ~ Q) ..c 
<l) ~ " '-
p:j E <l) "3 a.~ - c.-:i-::l" 

c;; 
C: '- :;:: 0. 0 ;::i o .....: --= 0 '" i:i ot.:..i o z fl:, °"4 o ..c E-; gg 

(dolla r s) (do ll a r s) (do ll a rs) (thou- (thou-
sand s) sand 

do ll a r s) 
Northeast __________ 2, 175 1,218 957 1,420 1,359 
East North-CentraL _ 2, 182 1,082 1,10 0 3,003 3.303 
W est N orth-Cen t raL - 1, 8 61 957 9 04 3,301 2. 984 
South A tla ntic _____ l ,521 879 64 2 3.533 2.268 
E ast South-CentraL_ l, 3 66 751 615 3.1 05 1,910 
W est Sou th-Cen tra L _l , 577 1,121 456 2,3 18 1,057 
~founta in ------ ----1, 7 26 1.353 373 725 27 1 
Pacific ___________ _ 2_2 1 5 2,575 -360 8~ 0 - 302 

U nited States ---- -- 704 ' 18,245 12, 85 0 

n Estin1at-es of nonfa rn1. 1nco1ne per capita con s is t of estin,a ted 
total pe r sonal income of the e ntire popul a ti on, bo th f a rm a ncl 
nonfa rm, as s hown in th e S urvey of C urrent B us in ess. A ug us t 
19 58, U . S . D e pt. Co111111e1·ce, less es ti111atecl fa r111- o pe ra t o r fa111 ily 
income, divided by the B ureau of the Cens us es tima te of t ot a l 
population July 1. 1955 (excluding a rmed fo rces ove rseas) less 
es timated popul a ti on in f a rm-opera tor household s . 
" Per-capita incom e o f f a rm-o pe rato r ho useh olds cons is t s of 
( 1 ) the ne t income of far m o pe r a to rs from fa rming , as re ported 
in the Farm Income Situa tio n , F l S- 175, Se ptembe r 1959 . plu s 
(2) the off- far111 income of f a rm-o pe rator fa mili es, b ased on 
dat a r e ported in the Survey of Farme rs' Expe nditures 19 55 , 
D ecember 1956, U . S. D ept. Agr., a nd U . S. D e pt. Comme rce. 
div ided by the estima t ed popula tion of fa r111- ope r a tors' ho use­
holds, as r eported in the Survey of F a rmers' Expenditures. 19 55. 
c Computed by d iv iding U . S. tota l ga p by to t a l popula ti on of 
fa rm-oper a tor h o useho ld s. 

Som·ce of table: R. H. Masucci. R egion a l d iffe rences in pe r 
capi ta fart11 a ncl n on farn, incon1c. .\ g ricultural E conomics 
R esearc h Vol. X II, No. l. J a nua r y 196 0. Page 2. 

the avera ge in come. Such information would cost 
money. But when billions of dollars are being spent 
to increase farm income, a few hundred thousand 
dollars spent on increasing the coverage and detail 
of the basic income data, if tha t is needed to show 
more accurately what the fatm inco me problem is in 
the first place, would be a good investm ent. 
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3. J\Iore r esearch _i s n eeded to determine why in­
comes in some area ar e persistently low. This r esearch 
is needed to provide a basis for area program to deal 
wiH1 these low-income areas. Th e low incomes are 
not a matter of poor soil or weather ; some of the 
poorest soil and weather is to be found in the Inter­
mountain r egion, wh ere th e average income i among 
the highest in the country . Th ey are more likely a 
mat ter of farm organization and ad justment. 

4. Study of th e data from rwhich these costs and 
returns are compiled throws light on the nature of the 
farm income problem. It indicates that underlyin g 
th e in come problem is a basic problem of maladjust­
ment. Some types of farming have been able to bene­
fit fro m t h-e t-echnological revolution , either because 
the~- wel'e more flexible and adjustabl e than others or 
because the effects of th e costs and reYolution on 1Jheir 
quant ities produced, for the time being, have been 
greater than the adverse effects on their prices. Other 
types of farming have not been able to adjust so well, 
and incomes from these types of farming have suf­
fer ec1. 

Thus, low farm income are symptoms rather than 
basic diseases. Simply bolstering incomes, by direct 
payments for example, without doing something about 
the causes of the low incomes, would be no more 
effective after a few years than supporting pri ces has 
been. The basic problem in agricultur,e is a problem 
of adjustment in a rapidly changin g world. 

OVER-ALL EVALUATION OF PROGRAMS 

It is apparent that price-support programs imple­
mented by storage operations are in effi cient and only 
temporarily and partially effective. Th e r eason for 
this is that they were based upon an incorrect diag­
nosis of th e agricultural problem in the first place. 



The agricultural 'problem was diagnosed as a price 
problem, ignoring quantities and costs . In reality, t he 
agricultural problem is an income pr oblem, and it is 
not a total-gross agricultural income problem, but a 
net-per-f armer income pr oblem. This net -per-farmer 
in come problem in turn is the result of a still more 
basic p r oblem- a problem of maladjustment to r apid 
technological change, This problem r equires quite 
differ ent progr ams fro m those that might solve a 
price problem. 

Incorrect Diagnosis Led to Incorrect Prescription 

The original in correct diagnosis, leading t o an in­
correct prescription, is, in f act, making the p atien t 
worse. It is impeding r ath er than promoting the ad­
jllstments n eeded to cure th e actual disease. The 
price-support p rogr ams are like cough syrup pres­
cribed for a cough that is caused by tuber culosis 
rather than by a simple cold. They tempor arily 
r elieve th e symptoms, but in this case they actually 
make the patient worse instead of better. Th ey not 
only leave the r eal disease unt r eated ; they accelerate 
its development. 

The real malady that creates the symptom of low 
net income per farmer is composed of two differ ent 
diseases, both afflictin g the patient at the same t ime. 

1. Gcilloping oi·erp rocluction. Th e first di sease is 
gal loping overproduction of farm prod ucts r elative to 
the demand fo r them. This results n ot from any 
increase in acr eage - acr eage of crops harvested has 
remained practicall y constant a t about 350 million 
since J 920 - but from a rapid in cr ease in yields 
beca use of t echnological advanc·e. Th e aver age yield 
of feed grains, fo r example, has ri sen more than 70 
per cent since 1037 -41. 

This disease is not cur-eel by price supports above 
long-run open-market levels ; instea d, it is made worse. 
The l1igh price supports induce still grea ter produc­
tion , whiJ.e a t t he same time r educing consumption . 
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Fig . 20. Th e mechan ism of surp lus creation. 

Both of th ese together result in the accumul ation of 
large surplus stocks. 

The mechanism is shown in f ig. 20. The p oint 
w•her e the demand. and supply curves inter sect r e­
presents long-run equilibrium. Supporting prices 
above this level r educes consumption and increases 
production . The resulting surplus piles up in CCC 
storage. 

2. Continiwit.S ove1·siipply of f an nei ·s. The secon d 
disease is a continuous over supply of farmer s r elative 
to the deman d for them. Thi s oversupply results from 
two things - the high birth rate on farms an d the 
decline in the number of farms as farms get lar ger and 
fewer. The r esulting continuing excess of farmers 
di vi des the total agricultural income pie into r elative­
ly small pieces and bids up the r ent and price of land; 
this keeps nct-JJer-farmer in come low. 

As t1he number of farms in th e United States 
declines, fewer farmer s are needed. The farm popula­
tion has declined in absolute numbers from a p eak of 
32,393,000 in 1933 to less than 20,000,000 in 1959. 
But this decline in number s of farmer s has not been 
ra pid enough to keep up with the decline in tl1 e 
demand for fa rm ers. Accordingly, t her,c has been 
a continuing· surplus of farmers . Surpluses of farmer s 
depress farm in comes per farmer just like surpluses 
of fa rm pr oducts depress the prices of those pr oducts. 

What Storage Programs Can Do and Cannot Do 

Storage programs obviously cannot liandle th ese 
problems of overproduction of farm products and 
over ·upply of farmers. 

Storage prngrams are suitable and workable pro­
gram s for smoothing out vari ations in pr ices caused 
by va ri ations in p roduction th at r esult from variation s 
in wea t·her. This smoothin g out of prices is a va luable 
objective, and storage progra ms can attai11 it. Loan 
r ates set a t long-run market equi libr ium levels would 
do th e job. 

This is th e job that the stor age programs wer e 
origin ally set up to do - to smooth out th e va riations 
in pri ces abou t t heir long-run free-market levels. But 
they ha ve been misused for a different job - to r aise 
those lon g·-run levels too, or at least to keep th em from 
declinin g or to r etard the decline. 

The storage progr ams are completely unsui table and 
unworkabl e for thi s job. They do n ot touch the 
causes of the decline in pr ices and incomes - the 
overproduction of farm products and the over supply 
of f arm er s. Storage progr ams cannot cope with over ­
production . What goes into stora ge must come out. 
The overproduction of farm products can only be 
cured by incr easing consumption to match the in­
creased production, or by redu cin g p r oduction to 
match the existin g consumption, or some of both. 
Th e same is true of the excessive supply of fa rmers. 

ALTERNATIVE SOLUTIONS 

The agricultural problem r esults from two t'hings : 
(1) th e technological r evolution on farms which in­
creases p roduction mor e r apidly than demand in ­
creases and (2 ) a continuously excessive number of 
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farmers, caused by the high birth rate on :farms and 
the decline in the demand for farmers as productivity 
per man incr eases. 

This problem affcc1s all agricultural areas and 
types of farming. It is a nati011 a l problem, requirin g 
national progra ms to deal with it. But it is more 
severe in some areas tha,n in oth ers ; so d ifferent 
progra ms arc r eq uired fo r the diffe r ent areas, in 
<1ddit io11 to th ,c J1ati o11a l 1wograms. 

, Ve will outl ine ,1lte rn ative national p1·oµ;i-am s f il"st 
and then suggest the nature of possible area program s. 

National Programs to Deal With Overcapacity 

What i!s n eeded is ,1 co nt inui11 g sol uti on of 1 he 
11 ,1tional agri cul tnrnl over capacity problem that woulrl 
be i11 line with J1ational objectives. This sort of 
so luti on Teqnir-es the deve lopment of progra ms 1 hc1t 
wo uld atta in the long-run objective of ful l employ­
ment of those amounts and qua lities of agri cultural 
land, labor and capita l which could earn returns com­
parable with the returns that th-ey could earn in 
other sectors of t he economy - and do it relative]~, 
quickly and humanely and in such a way that over· 
cc1pacity would not imm ediately reoccur. 

Th e demand -for farm products in the United States 
ca nnot be expa nded suffici entl y to use up the over­
ca pacity.'" Neither docs it appea r likely that furth er 
expansion of foreign de mand could do th e job. Th e 
next most likely alternative, then, is to seek some 
means of reducing the supply. 

Return Agriculture to the Open Market 

It seems unlikely that ag1·i cultural production 
would be reduced by production control programs as 
a permanent agricultural pol icy. To keep productive 
resources permanently unemployed like thi s would not 
be in line with the "full employment " objectives of 
the nation as a whole. Th is had led some observers 
to conclude that the best thing to do with agriculture 
is to return it to tl1 e open mark-et, let un con troll ed 
suppl y and demand set prices and let those op-en-m ar ­
ket prices r educe prodnction and in ci-ease consumption 
until the two come into equality and surpluses dis­
appear for good. 

In this situation , loan r ates ,rnuld be lowered to 
long-run mark-ct levels, so that the storage programs 
would simply smooth out pri ces - more or less com­
pletely stabilize them - at long-nm market equilib­
rium levels. 

The trouble with settin g· loan rates at long-run 
free-market le,·els, however, is that oYcr the next 5 or 
10 years those levels would pr ovide undul~, low in ­
co mes for most farmer s - incomes below the levels 
for comparable resources in oth-ci- occupations. 

Th e levels of prices and in comes th<lt would r esult 
were estimated indepeudently by two cliffe r-ent grours 
of resear ch workers late in 1959 - one in th e UST)J\ 
and the other at Iowa State University. Th e estimates 
are given in tables JO through 12. Th e assumptions 
on which the estimates are base l are g iven with the 
tables. 

s1 J . l\ f. , v e t111 ore, Nf. E. Abe l, K ,v. L e arn ancl vV . , v. 
Coch nrnc . Expanding the cl 111and for fa_n11 rood produc ts . Minn. 
Agr. Exp. Sta. Tech. B u!. 231. April 19 59. 
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'f hese low ptices and incomes would eventually 
drive the most d isadvantaged :farrn el'S out of farming, 
into other occupations or on 1·elief. It would have 
similar effects on farml and and capital. This would 
help to reduce the land, labor and capital in agricul­
ture so that those left in agriculture could earn bcttei­
re turns. 

'fhis, ho"·eyer , would take a long time. An d it 
,rnnld be a g·1·indi11 g, in'hu manc process if left to itself. 
H probabl y would create some poYert_,- pockets or 
a1·ens in ag1·icultm·e, perhaps of com;idernble size, 
,,·here farmers 11·ould be too poor and untrained to be 
able to moYe out into better jobs, so that t he povel'ty 
areas would contim1e to exist for many years. They 
would be pcq>etnated rathei· tha11 eliminated by low 
pnces. 

Th e work in g of the law of supply and demand in 
th2 open market eventually won ld tend to drive 
ma1·gi11a l fa nncrs and ai·eas out of fa rmin g. Bnt th e 
obstacles to exit from fa rming are so great that low 
in comes in agri culture " ·ould persist for many yea rs. 
Is t here n ot some more humane way of getti ng the 
job done. 

Kind of Production-Control Program Needed 

vVha t is needed is a temporary production-con trn l 
program th at would bring about the same kind of 
r eduction in agricultural production and number s of 
fa rmers (in term s of total quantity ) and numbers, 
location and product-mix, that would result if the 
open market could bring about efficien t reallocations 
of production and factors of production quickly and 
painlessly. 

That is to say: Th e open market eventually would 
maxi mi ze cfficienc5· in line with the long-run objec­
tives of society by reducing production and the 
nurn.ber of fa rmern on some farms and in some areas. 
Therefore, any temporary agricultural production­
reducin g program also should r educe production am1 
the number of farmers on some farms and in some 
areas- but do it permanently and quickly . 

How could the program also do it painlessly ? It 
co nld do it painlessly by employin g the wel:fai-c 
economics principle of compensation. 

Welfare Economics Principle of Compensation 

, Velfare economics recognizes that in a situation 
where a change in technology benefits some and harms 
others, it is impossibl e to measure the good against 
the harm and say that the one is greater or less than 
the other. In technical economic terms, interpersonal 
comparisons of util ity (satisfaction ) nre impossibl e. 
No on-e can prove dii·ectly 1hat the benefits of a new 
invention to one pei-son or group are greater, or less, 
th an the harm to another person or group tha t is 
temporarily, or in some rases permanently, thrown 
out of work by the new inventi on . But one ca n prove 
ind irectl y wh ether th e benefits ar e greater than the 
harm if the person or group that is benefit ed can 
full y comp-ensate the person or group that is harmed 
and still hav-2 so me of the benefit left . In t'rat case, 
the inYention will lrnve made one per son or group 
bet1 er off and no person or group 'worse off, so t hcl'e 
is a net gain to society as a whole. 



TABLE l 0 . Prices of lives toc k products and crops, 1956- 5 9 actual 
and 1959-63 p roj ecte d , under free-ma rket cond ition s . 

Y ear b eginnin g Oct. 1 

,- 00 "' 0 ,-< "'' "' "' "' "" 'f "' "' 'f . ' ' ' ' "' t- co "' 0 ,-< "'' "' V, "' "' "' "' "' "' "' "' "' "' "' "' ,-< ,-< ,-< ,-< ,-< ,-< ,-< 

Livestock 
[-logs {$ / C\\' t. ) ____ 17,. 0 19. 00 15. 70 13.50 14.20 12. 80 11. 00 
B eef ca ttl e 

{$ / cw t.) ------- 17.20 21.90 23 .00 22 .00 20.90 1 5.50 12.00 
Lambs ($ / cw t. ) __ 1 9.90 21.00 19 .50 18.90 19.10 17.30 16 .20 
Bro ile r s (c/ lb.) __ _ l .9 18. 5 16.2 16.80 1 5 .90 15.4 0 13.4 0 
Turkeys (c/ lb. ) - - 23 .4 23.9 2~ .8 22 .30 21. 80 19. 50 17. J n 
Jcggs (c/ doz.) ____ 35.8 38 .3 31.5 33.0 33.5 30.0 28.3 
M il k ($ / cwt.) --- - 4.21 4.13 ,J.0 5 3.91 3.66 3.43 2.67 
Farm chic k en s 

{c/ lb.) 
a,·ovs 

____ ____ 1 3.6 13 .9 13 .3 13.0 12.60 11.40 10.00 

Corn ($ / b u .) 1. 29 1.1 2 1.13 1.06 0.79 0.77 0.66 
vVheat ($ / bu. ) -- - 1.97 1.93 1.72 1.71 1.67 0.90 0.74 
Cotto n ($ / lb.) 0.335 0.344 0.345 0.315 0.21 0.21 0. 21 

Soiii·ce: Geoffrey Shephe rd, A rn o ld P a u lsen , Francis Kutish, 
Don K a ldor , Ri c h ard H e ifner a n d Gen e Futr,e ll. Product io n , 
p r ice a n d incon1e estin1 a t es and project i on s fo r the f eed-li ves t ock 
economy und er spec i fied control and mark et-c learing condit ions. 
lo\\',, AgT. a n d Home Econ. Exp. S ta. Spec. Rpt. 27. 1960. p. 17. 

Assumpt ions fo r Table l 0: 

l. Continued grnwth of Uni ted States population and per­
capita incom e at the sam e rates as in recent years. 

2. Stocks of gra in ma in tained at 1959 levels. 

3. F eed-grain y ields continuing to rise at the same r ates 
as th e trend rates 1939-59. 

4. Ex por t s ubsidies on farm prod ucts eli mi nated. 

5. Ave rage weathe r. 

6. All production control s l'emoved. 

7. The conservation reser ve continued through the 1960 
crop yea r with a n add it ional 5 m illion acres added in 
1960 to bring t he total to 28 m illion acr es. No new 
contracts would be signed for 1961 or later yea r s . Old 
con t racts would no t be renewed as they expired. 

8. General price stabil ity. 

TABLE 11 . Price s received by farm ers - Proj ection s ba sed on 
Ell e nd er a ssumption s, 196 0 -6 5 , wi th compari sons . 

.J.\,,,e r-
Com1110Ll ity Unit a.g-c , 19:i 8 1 960 1 %1 1962 liJ63 1964 1965 

l. 955-

Li ves tock: 
Cattle ------$ / c\\' t. 
Hogs ------ - $ / c"·t. 
M ilk, who le -
sa le -------$/ c\\'t. 

Butterfat ___ c / lb. 
.lcggs _______ c / doz. 
Broilers ____ c / lb. 

C rops: 
Corn ------ -$ / bu. 
Oa t s _____ __ $/ bu. 
Barley -----$/ bu. 
Sorghum 

g r a in ___ __ $/ c"·t. 
\\Th ea.t ___ __ $/ bu. 
Rice ________ $/ c"·t. 
Cotton ___ __ c / lb. 
Soybeans ___ $ / bu. 
Pea.nuts ____ c / lb. 
Cott onseed __ $/ ton 
Tobacco, a ll .c / lb. 

F lue-cu r eel _c / 1 b. 
B urley ____ c / lb. 

:f'i 

15.90 21. 90 20.00 1 9.00 17.50 15.50 15.00 15.00 
1 5.70 19.60 12.80 11.20 11.20 11. 20 11.20 11.20 

4.12 4.12 3.65 3.6 5 3.60 3.60 3.60 3.60 
59 .2 58 .5 65 .0 65.0 65.0 65 .0 64.0 6 ·1.0 
37. 8 38.3 38 .0 31.0 30.0 29.5 29 .0 29 .0 
21.2 18 .5 17. 5 16 .0 15. 5 15 .5 15.0 15.0 

1. 25 1.11 0. 80 0. 80 0.80 0.80 0.80 0.80 
0.66 0.5 8 0.42 0.42 0.42 0A 2 0.42 0.42 
0.95 0.89 0.64 0.64 0.64 0.64 0.64 0.64 

1.9 3 1.75 1.25 1. 25 1.25 1.25 1.2 5 1. 25 
1.96 1.72 1.00 0.90 0.90 0.90 0.90 0.90 
4.93 4.81 3.00 3.00 3.00 3.00 3.00 3.00 

31. 22 33.10 2•1.50 25.00 26 .00 25 .00 27.50 25.00 
2.16 2.00 1.60 1.60 1.60 1.6 0 1. 60 1.60 

11.1 10.6 6.0 6.0 6.0 6.0 6.0 6.0 
49.70 43.80 35 .00 34.00 33.00 32.00 32.00 31.00 
54 .3 59.5 55.5 55 .8 56 .1 55 .3 54.5 54 .2 
53.2 58.2 56 .0 56 .0 56.0 55 .0 54.0 5 4.0 
60.8 66.1 58 .0 58.0 58 .0 57 .0 57.0 56.0 

Assumptions for Tables l l and l 2 : 

1. Ali p rnd uction controls removed except th ose on tobacco. 

2. Price supports maintained at levels \\'hich wo ul d perm it 
an ord erly red uction of stocks ove r a 7- to 10-year 
pe riod . 

3. United States population figure by 1965, 195 .7 million. 

4. P e r-capi ta di sposable income by 19 65, $2,120. 

5. R etail prices and prices paid by fa rm er s not s ignif i-
cantl y hi gher than presen t levels. 

6. Conservation reserv e program of 30 m illion acres. 

7. Total acreage of cropland constan t at t he 1959 level. 

8. Yields increasing at less than the r ate s in ce 1940. 

9. Pub li c Law 480 prngram continued at present levels. 

TABLE 12. Cash re ce ipts - Projection s based on Ell e nde r a ssumptions, 1960- 65 , w ith comparisons (in million s of dollars} . 

. Aver-
Co mm od ity ag·e, 1958 1959" 1960 1961 1962 1963 1964 1 965 

1957-57 

l, ivestock: 
Cattl e a n d calves __ ______ 5,500 7,403 7.350 7,240 7,020 6,620 6,475 6,390 
Hogs ------------------- 2,809 3,416 2,700 2,610 2,650 2,710 2,750 2,810 
Milk, ,vholesa le ---- ---- 3,906 4,094 3,778 3,869 3,93 8 4,075 4,1 94 4,280 
Eggs ------------ ------ 1,723 1,7 70 1.83 8 1, 586 1,567 1,574 1,583 1,6 19 
B r o ile r s ---------------- 856 1,002 1,008 948 94 1 9 59 940 965 

T otal l ivestock and 
products __________ ] 6.518 19,301 18,500 18,30,J 17 .857 17 ,728 17, 543 17,553 17,679 

C rops: 
Corn ------------------- 1,4 89 1,479 1,112 1,104 1,096 1,104 1,11 2 1,120 
Othe r feed g rai n s ------ ~ 682 956 4 29 43 8 422 419 425 427 

T ota l feccl grain s ---- 2,171 2,43 5 1,541 1. 542 1,518 1,523 1,537 1,547 
Whea t ----------------- 1. 7 4 0 2,253 1,10 0 982 960 978 977 976 
H ice ---------- - -------- 241 233 1 88 1 83 168 164 161 156 
Co tton ------ - --- - ------ 2,049 1,928 2.034 2,112 2,262 2,2 62 2,461 2,400 
Soybean s ------ - - ------- 883 1,117 872 904 928 952 984 1,008 
P eanuts -------- -------- 160 203 94 98 101 105 10 9 11 2 

T obftcco, a ll --- --------- 1,119 1,007 1.007 1.03 2 1,049 1.084 1,123 1,14 9 

F lu e -c u red - -- - ------ 685 629 616 633 644 674 713 724 
Burl ey --------- 321 294 284 290 293 294 296 311 

T o ta l a ll crops ______ 13,463 1'1,259 14,200 12,113 12,166 1 2,346 1 2,510 1 2,850 12,911 

Tota.I items shown __ 23 .157 26, 61 23,5 1 0 23.106 23,102 23 . 006 23,294 23,412 
A ll con1 n1odities - 29.981 33,560 32,70 0 30.417 30.023 30,074 30,053 30,403 30,590 

" Av e rage of first three quarte ,·s season a ll y ad justed. 

So1irce : u . s. Dept. Agr. a n d L a nd Grant Colleges IRM-1 Advi so 1y Comm ittee . Fann price and incon1e projections, 1960-65 under 
co n ditions approximating free production a nd marke ting of agriculturnl co mmod iti e s. 86th Cong ., 2d sess. Doc. 77 . Jan. 20, 1960. 
p, 23. 
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Progr ams adopted under this principle, ther efor e, 
do not represent a compromise between the benefits 
of new technology and th e disturbance that it cr eates, 
but a full a ttainment of the benefits and a full com­
pensation for the disturbai1 ce. 

In concrete terms, an agricultural production-reduc­
tion program that would benefit many and harm none 
would pay a lar ge enou gh compensation to secure 
rn luntary cooperation from t'he farmers on those 
farms which should reduce production or go out of 
production. This would indicate that the farmers 
were fully compensated for the harm they would 
suffer - the change that they would have to make 
in their lives, and the temporarily or permanently 
lower level of incomes that they estimated they would 
have to accept as a r esult of the chm1ge. 

The same principle would apply to the nonfarmers 
- the local business people, the stor ekeeper s, the 
bankers, etc. - in th e community where agricultur al 
production would be reduced enough to hurt their 
business. They as well as th e farmer s, would need to 
be compensated for the ha1·m they suffered. 

The clo. er that the fa rms and farmers which moved 
out of p1·oduction under this program were to bein g 
those that were least effi cient in agricultural produc­
tion , the more n early would the program be in line 
with the long-run obj ectives of a growing and develop­
ing economy. 

Need Programs to Facilitate the Migration of 

Surplus Farmers Off Farms 

This program still would be only half a pro"ram, 
however , if it stopped there. It would have dealt 
with the oversupply of farm products, but it would 
not have dealt with the oversupply of farmers. If it 
stopped there, the remuneration to land and capital 
would rise, but the remuneration to labor - to the 
individual - would still r emain low, as it did during 
the 1950 's, because the over supply of farmers was not 
taken car e of. 

Production control alone can solve only half of the 
problem. It can r aise total United States farm in­
come. But it canno t deal effectively with the other 
part of the problem that results from the excessive 
supply of farmers and keeps income per farmer low. 
This call s for a r eduction in the number of farmers. 

Th e farm population in th e United States has 
declined from a peak of more than 32 million in 1933 
to about 21 million now. But the decline hasn 't been 
rapid enough to keep up with the decline in demand 
for farmers. Th e problem no longer is, '' How 're you 
going to keep 'em down on the farm 1'' but, '' How 're 
you going to help them get off1" 

At the same time that farm incomes are low, urban 
incomes ar e in creasing. Take engineering, for ex­
ample; the average engineerin g graduate at Iowa 
State University in 1959 had four job offers, at a 
startin g salary of over $500 per month, based on a 
40-hour week. There are a large number of good 
urban jobs for people with training to handle them. 
But one big· reason why farm boys do not take these 
jobs is th at they do not have the training for them. 
F arm boys, as well as urban boys, can compete for 
these good jobs if th ey have the training. 
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They need to know about these jobs and the train­
in g required to qualify for them while they ar e young 
- before they have trained themselves as farmers 
and sunk a good shar e of their capital and lives into 
farming. An est .1blished farm family finds it most 
difficult to leave farming. Also the established farm 
operator cannot expect to get one of the higher -paying 
urban jobs when he does not have the training for it. 

So it appears that the best way to deal with this 
problem is to r each farm boys and girls while they ar e 
still in high school. They need to be shown what per­
centage of them can expect to find places in farming 
and helped to compare farm and nonfarm incomes so 
that those who want nonfarm jobs can take the neces­
sary training and compete on more nearly equal terms 
with urban youth. 

It is estimated by Karl Shoemaker of the Federal 
Extension Service, USDA, that 85 percent of the 
youngster s on farms today will not be able to find 
good jobs as farmers as they grow up. 3 2 There just 
will not be enough farms with gross sales of $5,000 
or more to go around. 'l'his 85 percent will flood the 
farmer market and keep farmer incomes low just as 
it did in the 1950 's. This will happen unless they can 
be informed of their prospects, provided with " voca­
tional-industrial ' ' training and helped to find urban 
jobs after they are trained for th em. 

This would call for a big change in our vocational 
agriculture training program - with agricultural 
training concentrated on the smaller number of farm 
boys who will actually become farmers. A greater 
number will need training for nonfarm jobs and help 
in obtaining them. 

Several states now have area vocational schools that 
provide this later type o-f training. Iowa as yet has 
none. Noncollegiate technical training of this sort was 
offered at Iowa State Univer sity in 1959 for the first 
time. Much more extensive development of this field 
will be needed to train and help farm youth who will 
not r emain in fanning obtain th e relatively better­
paid nonfarm jobs and occupations. The I ational 
Defense Education Act of 1958 may be one source of 
funds for this purpose. 

Until the excess fa rm population problem is solved, 
most of the benefits of technology and production­
control programs will continue to be capitalized into 
land values and show up more in th e form of higher 
prices for farms than in higher incomes per farmer. 
In view of this situation, it seems only reasonable that 
ire should face the po sibilities and encourage and 
help farm boys train themselves for the occupations 
they will follow, for off-farm jobs as well as fo1· farm 
jobs. 

Program Development 

To deal with area problems, what is needed is a 
group of separate but related income and cost pro­
grams, area by area. These programs need to deal 
separately with the particular net income or return­
to-family-labor problems in each area - and to deal 
with them, not by supporting pri ces or bolstering in-

32 Karl Shoe mak er. Opportunitie s a nd limitation s for employ­
m e nt of f a rm people wi thin a nd outs ide of farming. U. S. Dept. 
Agr., ·w ashi ng ton, D. C. AEP 89 (6-58) 



come as such, leaving th e underlying causes of low 
income unchanged, but by dea ling with the underl ying 
causes in each area. 

In areas where t he underly in g causes are chiefly 
local, th e programs need to deal chiefl y with these 
local causes. In southern Iowa, fo r example, farm 
incomes are much lower t'ban in northern Iowa, year 
aft er year. This is not just because the soil is less 
fertile, and it is not just a commodity problem. It 
arises mostly because the type and organization of 
the farms are not properly adjusted to the soil, topo­
gi-aphy and othe1· characteristics of the al'ea . In 
cases like these, more local or area r esearch is needed 
to determine the nature of the maladjustment ; why 
more farmers' sons, if not farmers themselves, do not 
move to more prosperous areas; the kind of solutions 
t•hat ar e r equired to correct the maladjustments; and 
the programs that need to be developed by local or 
area groups in coll aboration with state and federal 
agencies and put into effect to carry tho solutions 
through. 

These programs could supplement the Rm·al Devel­
opment progr ams th at were started in 1955 nnd a1·e 
now operating in 200 of the 1,000 low-income counties 
in 30 states. 

These things r equire more research and program 
dev,elopment, in many cases of a different character 
from 0what has been done before. l\Iore r esear ch is 
needed all along the line to help farmers not only 
to increase production and marketin g effici ency, but 

also to adjust to the result s of this effic iency so as to 
benefit r ather t han be harmed by it. Some r esearch 
of this character is already being clone to point the 
wa.r; what is n eeded is to wo1·k out more detailed maps 
and directions an d develop programs to deal with the 
problems revealed - differ ent programs adapted to 
the different problems in the different areas. 

These pr ogr ams could be developed with the help 
0f a series of separate confer ences in each region. 
'T'hese conf.er ences could include research men from 
the USDA and the state univer sities in the region in 
t.heir role as r esearch scientists; th e organized farm 
<:>:roups in the region - Farm Bureau , Grange, Farm­
r>rs Union, etc. ; the commodity gr oups involved , su ch 
:1s the lVIilk Producers ' F ederation and the Gr eat 
'Plains ,V•heat lVIa rket Development Association, which 
includes state university research men in some of its 
"01Uerences; farmers and business men in the r egion ; 
,ind consumers. If the views of these conference mem­
l1e1·s were di vergent, the confer ences would be a good 
means for resolving them. 

'l'he state universities could well take the initiative 
;,1. ca lling these conferences, as part of their agricul­
t ural ndjustmen t r esearch and ,extension activities. 

The conferences could be expected to develop pro­
grams to be coordinated with progr ams fro m other 
r egions; 01·, if more research is needed before su ch 
programs could be worked out, th e conferen0es coul d 
ou tline the needed r esearch ai:ens and arrange for 
g-cttin g the r esearch done. 
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