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Abstract:

This study is concerned with the effects of a domestic parity program for wheat on Montana's wheat
industry. The effects of two general types of domestic parity programs are analyzed. The first type
treats all wheat as one commodity. The second type differs from the first one mainly in that it
recognizes and provides for classes of wheat. In addition to the two main plans, two variations of the
first and one variation of the second are also analyzed. The variations embody provisions for surplus
reduction and the use of different time periods within which normal yield data necessary for quota
calculations are determined.

The total revenue accruing to the Montana wheat industry under each of the various plans and under
the present wheat program is the main criterion by which they are compared. This revenue is calculated
at both 1958 and 1959 prices. In the case of the domestic parity plans, these revenue calculations are
based on the various bushel quotas provided by them and on the 1949-1958 Montana average wheat
and barley yields. Total revenue under the present program is based on the 1958 Montana wheat
acreage allotment and on the 1949-1958 Montana average wheat and barley yields. The same price
series is used for all revenue calculations.

The results of the study indicate that the revenue accruing to the Montana wheat industry would be
greater under a domestic parity plan than under the present wheat program — provided that the
domestic parity program which becomes a reality, if and when one does, is not significantly different
from those studied herein. The results indicate only slight differences in the revenues accruing under
the various domestic parity plans studied. However, they do point out that a given production or
marketing restriction would reduce revenue to the wheat industry less under a domestic parity plan than
under the present wheat program.
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ABSTRACT

This study is concerned with the effects of a domestic parity pro-
gram for wheat on Montana's wheat industry. The effects of two general
types of domestic parity programs are analyzed. The first type treats
all wheat as one commodity. The second type differs from the first one
mainly in that it recognizes and provides for classes of wheat. 1In
addition to the two main plans, two variations of the first and one
variation of the second are also analyzed. The variations embody
provisions for. surplus reduction and the use of different time periods
within which normal yield data necessary for quota calculatlons are
determined.

The total revenue accruing to.'the Montana wheat industry under each
of the various plans and under the present wheat program is the main
criterion by which they are compared. This revenue is calculated at
‘both 1958 and 1959 prices. In the case of the domestic parity plans,
these revenue calculations are based on the various bushel quotas
provided by- them and on the 1949-1958 Montana average wheat and
barley yields. Total revenue under the present program is based on
the 1958 Montana wheat acreage allotment and on the 1949-1958 Montana
average wheat and barley y1elds. The same price series is used for all
revenue calculations. o

The results of the study indicate that the revenue accruing to the
Montana wheat industry would be greater under a domestic parity plan
than under the present wheat program -- provided that the domestic
parity program which becomes-a reality, if and when one does, is not
51gn1f1cantly different from those studied herein. The results
indicate only slight differences in the revenues accruing under the
various domestic parity plans studied. However, they do point out
that a given production or marketing restriction would reduce revenue
to the wheat industry less under a domestic parity plan than under
the present wheat program.
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PART I
INTRQDUCTTON

‘The_Problem Situation
_  The history of the government's role in agriculture in this country
is almost as old as the histor* of American agriculture itself. This
role dates back as far as léél when "the colonial authorities stipulated
that‘no tobacco might be_offered for purchase of English goods at a val-
uation of less than sixpence a pound."l/ Other examples of government
interyentign can be cited all through the remaining history of American

2/

Act of 1929, the role of government in this field has been greatly

agriculture. However, since the passage of the Agricultural Marketing
expanded. This, of course, has meant that Federal farm policies havsm
become increasingly important to the Americaﬁ farmer and the agricul-
tural economy.

These national policies have often been designed to fit either the
agricultural economy in general or some particular segment of it. A
common procedure has been to classify these segments according to the
type of crop produced, rather than by geographic areas, income level, or

some combination thereof. This type of policy has come to be known as

l/ John Kenneth: Galbraith, American Capitalism, the Concept of Counter-
vailing Power, Boston, Houghton Mifflin Co., 1952, p. 161,

2/ For a comprehensive review of the history of farm policies, see
M. R. Benedict, The Farm Policies of the United States, 1790-1950,
New York, Twentieth Century Fund, 1953.
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a ?qommodity;p;ogrgm.?m Ihg_b;oad‘scope of these economy or commodity
'wide policies has_given rise to épme probiemso_ A national policy
' designed_to_fitvsgch broad classifiéatidns is not always beneficial
to all of the sub-classes within it. Thus, a national farm -program,
acceptable on the basis of its.overall effect, may not be beneficial
to Montana farmérs Becausé of the peculiar characteristics of Montana
agriculture. Theséfbeculiar gharacteristiés may include such things
as weather, farm siée, traﬁsportation costs, énd marketing facilities.
Ingofar as these cﬁafactériétics differ from tHe-general character=-
istics of agricultu;e for which a farm policy is designed, thgy may
prevent the benefit it is ;ntended to create from accruing to Montana
farmers. This possibility makes it desirable to determine, .in
advance if possible, the economic impact of Federal farm policies on
Montana agriculture.

Among the current proposals for agriculture is a domestic parity
plan for wheat. Some bills incorpogatimg this plan have been intro-
duced in this session of Congress. A domestic parity plan is essen-
tially a two-price plan. 1In-its broadest form, it is designed to
bring the farmer a parity price for that portion of his production
that is consumed as domestic food wheat and a free market price, or

at least some lower price, for the remainder of his wheat crop.l/

1 .

‘/ The word "free" is herein used to denpte markets in which there
is no government support price to diréctly interfere with normal
supply and demand price formation.




-3 -

_ A great many variations of this plan have_been.proposed. For
example, there weré fiQe bills, known as the.McNary-Haugen bills,
introduced in Congress in the périod,from 1924 to 1928. These bills
were essentially domestic parity plans, but even they differed consider-
ably. However, in aénefal %he present day proposals are designed to
" operate somewhat as follows: The farmer sells his wheat in the,free_
market: For that partion 6f hig production that is consumed domesti-
cally as food wheaﬁ,;he‘reéeiveé a "stabilizatidn certificate® which has
a Qalue equal to the“difference between the free markei and the parity
price. Thus, he receives the parity price for the wheat making up his
share of the domestic food wheat market, and the free market price for
"the remainder of his production.

The processor, like the farmer, transacts his business in the
market at free market prices. He then pays the difference between that
price and ﬁarity for that portion of his purchases which he later sells
in the aomestic food wheat market. This payment could conceivably be
made in the form of stabilizatioﬁ certificates which the processor
purchased from the same agent that cashed them for the farmer. He
would presumably pass much of this cost on to the consumer. In this
way, the consumer pays and the farmer receives the parity ﬁrice for
wheat consumed domesticélly as food, while wheat not so consumed is

free to move into the uses that can pay the most for it.
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, The Research Problem and Limitations

The Research‘Problem

This study is concerned with the analysis of the effects of two
gengral types of domestic parity programs for wheat on the Montana wheat
industry. One type of program treats wheat as oné commodity while the
other recognizes and provides for the classes of wheat. ‘These programs
will be analyzed in terms of their effect on the total revenue received
by the statle wheat industry in relation to such revenue under the pre-

sent farm program.

Limitations to the Problem

At the time of this writing, a domestic parity program has not yet
been enacted into law. This makes it necessar& to fabricate a domestic
parity program from which to determine operational procedures and their
effects. Insofar és this hypothetical program differs from the one that
becomes a reality, if and when one does, the results will be affected.
However, it ié believed that the hypothetical programs used in.this
study will be closé.enough to the probable one that the results wiil be
affected only in degree and not in nature. Nevertheless, the latter
possibility should not be disregarded.

Another limitation is the non—availability of yield and planted
acreage data by sta%es with regard to classes of wheat. Since such data
are notﬂavailable, the analysis of the effects of the domestic parity
programs'which recognize classes of wheat is réstrictéd to the principal

types of wheat Qrown in Montana, Hard Red Winter and Hard Red Spring.
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Objectives

The main objective of this study is to determine the effects of a
domestic parity program for wheat on the income of Montana's wheat
industryoi/

Two minor objectives are: (1) to compare the effects of a domestic
parity program which does not recognize classes of wheat with one which
does, and (2) to compare the effects of using two time periods of
different lengths for purposes of calculating normal yield data to be

used in determining bushel quotas.

Hypotﬁesis

The incorporation and implementation of a domestic parity plan for
wheat in our Pgdéral farm progarm will reduce the total revenue received
by the Montana wheat industry compared to the revenue received qnder the
present program. This income reduction will occur because: (1) the
parity price will apply to too few bushels to offset the effects of the
lower price which will be lower than present supports on the remaining
bushels, and (2) any acres released for wheat production from the
present acreage restrictions will have little effect on raising revenue
because wheat produced on these acres will sell at a price which will

compare with barley supports.

1 . . , .
“/ Unless otherwise stated, the term "“income"™ as used herein refers to
gross money. income.




-6

Procedure

Part II of this study will consist of a discussion of the theoreti-
cal implications of a domestic parify plan. The plan will be analyzed
from the standpoint of a government-sponsored price discrimination
scheme. A theoretical analysis of price discrimination will be presented
first, followed by an application of the theory to a domestic périty |
plan. 1Included will be a discussion of the method by which profit maxi~
mizing prices and levels of output for the wheat industry can be
determined.

The alternatives available to the Montana commercial wheat farm
under a domestic parity program and the niethod of choosing between such
alternatives will also be discussed. This‘will be folloWed by an
analysis of the mefhod by which the farm firm can determine the optimum
level of output under a domestic parity plan.

In Part III, the significant or relevant features.of the several
domestic parity plans studied in this work will be presented. A more
detailed form of the bills £hemselves wiil be placed in Appendix E.

Even in the Appendix, however, the bills are "condenséd" in the sense
that only factors rélevént to this analysis, or those necessary for an
understanding of the operation of the programs, are included.

* In Part IV, the effects of the different bills and their variations
will be analyzed. This analysis will be concerned wi?h three major
variables. These variables ares (1) the domestic parity plan in

general in relation to the present program, (2) the difference in the
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quotas provided for by the various bills, and (3) the domestic parity
" plan which recognizes classes of wheat in relation to one that does not.

Bill No. 1 will be considered first. The variations of this bill
will be analyzed next, followed by a similar analysi§ of the effects of
Bill No. 2 and its variations. Relevant bushel quotas and total.revenue
to thé Montana wheat industry will be calculated for each of the. plans.
‘Fhe bushel quotas will be based on the distribution during the marketing
year beginning July 1, 1958, and toéal revenue will be calculated at
béth 1958 and 1959 prices. As a basis of comparison, total’income to
Montana's wheat industry under the present program will be calculated,
applying the yield and price data used in this analysis and the 1958
acreage allotments,

Part y will consist of a summary of‘the results of the analysis.
From these results, inferences will be %;an regarding the effecfs‘of
a domestic parity plan.

A study shrouded with assumptions, as this one necessarily is,
leaves room for much in the line of further research. Suggestions

regarding this research will also be made in Part-V.




PART II

THEORETIQAL IMPLICATIONS OF THE PROBLEM

A program such as the domestic parity plan has significant economic
implications. It creates what is essentially a "government cartel"
designed to. capture a portion of both the consumers' and producers’

surpluses through price discriminationoi/ The program captures consumers’

surplus by raising the price~£6 the consumers of domestic food whegt.'
It captures producers®’ surplus, which can result from.a high support
price by lowering the price to the users of non-food wheat.

For a price discrimination scheme to operate effectively in increas-
.ing~total revenue, three conditions must be present. First, the firm
(or cartel) must have monopoly powervin the sense that‘others cannot
enter the market and ﬁnderseil i£; second, it .must be able to effec--
tivély separate the markets in which it charges different prices; and
third, the price elasticities of demand for the product must be differ-
ent in each market at each pogsible price.

For exposition purposes, discriminatory pricing for a monopolist
with two effectively separated markets will be discussed first. Then
the analysis can be generalized to include'the wheat industry and its
component markets. Once the theoretical background has been established,

the analysis can be appliéd to a domestic parity plan.

e

For a description of the consumer's and producer's surplusses, see
K. E. Boulding's Economic Analysis, Revised Edition, New York)
Harper' & Brothers Publishers, 1948, pp. .767-768. For a further-
refinement of the measuremerit ¢f “consumer's .surplus, see=J.''R. Hicks,
A Revisionsof ‘Demand Theory, London, Oxford.University Press,.19%6;,
Chapter' 10. - " . :
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The method by which a monopolist in a position to sell in two or

more effectively separated markets can maximize his total revenue is

presented in Figure 1. For convenience, the quantity axis for Market

11 indicates from right to left.

/W rterir Price MtrKeT Z

Figure 1. Price Discrimination in Two Markets".

A monopolist can maximize his total revenue by selling in the
market with the highest marginal revenue. Thus, he should distribute
his sales in the separate markets in such a manner that the marginal
revenues are kept equal in both markets. Referring to Figure 1, if the
monopolist has less than X0 units of product, he should sell it all in
Market 1. However, if he has plus Xg units of product, he should
sell X* in Market 1 and amount X~ in Market Il1. In this way, he is
always selling in the market where the marginal revenue is equal to or

greater than that in the other market.
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The prices this monopolist should charge are P; in Market I and P,
in Market II. This explains why different price elasticities of demand h
are required for a price discrimination scheme. If the price elastici-~
ties were the same, the prices to charge in each market would be equal
where the marginal revenues were equal, and there would be no point in
trying to separate the marketsgi/

Thé profit maximizing position of the firm practicing price discrimi-
nation incorporates the concept described above with the cost curves for
the firm. Since it is.selling idenfical éroducts in separate mafkets,
the marginal and average cost curves for the firm's entire output can be
used. Also, the demand and marginal revenue curves from both markets can
be put in one diagram and fhe horizontal sum of the marginal revenue
curves taken to form the sum of the marginal revenues curve (ZMR). This
curve -shows the levels of marginal revenue correspending to different
total sales volumes. These curves are presented in Figure 2.

With this method, the profit—maximizing problem is reduced to a

simple monopoly problem. The firm maximizes profits where the sum of

the marginal revenues is equal to the marginal cost ( MR = MC). The
quantity that should be sold in each market is that amount where the

Ry = MR, = ZMR = MC. All of the output will be sold at these prices

since the ZMR = MR; plus MRy and X3 = Xi plus X,. 1In this way, a
‘profit-maximizing output is produced and sold at revenue-maximizing

prices.

l/ This is further explained by the relationship, MR = P - P/E. For a
complete analysis of this, see Richard H. Leftwich, The Price System
and Resource Allocation, New York, Rinehart & Co., Inc., 1957,
pp. 199 and 213, '




Pr/ ce

X/

Figure 2. Optimum Level of Output When a Product Sells In Two Markets.

The firm"s total profits from the enterprise in Figure 2, would be
equal to CP1 times X1 plus CP2 times X2.

The above analysis can now be applied to the wheat industry. Under
government control, a price discrimination scheme for this iIndustry
could conceivably be put into effect. The three necessary conditions
mentioned above for such a scheme could be created under a government-
sponsored plan. The "government cartel™ can create the necessary monopoly
pdwer. Also, with the proper controls, it could effectively sepa-
rate the various markets. The condition of different price elastici-
ties is not quite so easily established. There is ample evidence to
indicate a significant difference between the price elasticities for

domestic food wheat and the aggregate of the export and the domestic



'average and marglnal cost gurves are those‘for the entire wheat

X
1
of wheat in the export market at price Py, and X, bushels at price Pq

¢
- 12 -

feed wheat markets.%/ This would justify a two-price plan. However,
there is also reason to believe there is a significant difference
between the domestic fgod, the export, and the domestic feed wheat
markets. The domestic food wheat market is definitely less elastic
than the other two. It will be assumed herein that the export market
is less elastic theh the domestic feed wheat market within the price
range likely to be encountered but more elastic than the domestic
food wheat market. This condition would give us the three demand
curves presented ip Figure 3. |

The demand and marginal revenue curves in Figure 3 are labeled as
Dl and MR for the domestlc food wheat market; D, and MR for the

wheat export market, and Dz and MRy for the feed wheat market. The

industry.
According to the demand and cost curves presented in Figure 3,
the wheat industry should preduce an output of X,. It should gell

of this output in the domestic food market at price P;, X, bushels

in the feed wheat market. The total profits for the industry would be

equal to CP; times X; plus CPp times Xy plus CP3 times Xg.

l/ Kenneth W. Meinkenj: The Demand-and Price . Structure. for: Wheat, United
StatesvDepartment .of Agrlculture, “Technical Bulletin No. 1136, -
Washington,_D.C., United States Government Printing Offlce,
November, 1955.
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A domestic parity plan is a step in the direction of the analysis
in Figure 3. However, most of the present day proposals, as well as
those in the past, aim at price discrimination in only two markets,
the domestic food market and the 'free" market. |If the above assump-
tion of greater elasticity in the domestic feed wheat market than in
the export market is correct, selling in only two markets where three
exist fails to maximize total revenue for the wheat industry. One
reason for this may be insufficient knowledge concerning the elastici-
ties in the feed and export markets. Also, social considerations may

be an important factor in limiting the use of price discrimination.

Price

Figure 3. Optimum Level of Output When a Product Sells in Three Markets.
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~_Since therdomestic parity plan recognizes oniy two markets, the
diagram in Figure 2 can be used as the analytical framework for this
plan. Given Dy and'bzlin Figure 2, quantity X2 of wheat should be sold

in the free market at price P This will enable the wheat industry to

o
sell qgantitylxl of wheat in the domestic food market at price Pl° |
Unfortunately,Ain the present political atmosphere, the criterion by
which Pl will be determined under a domestic parity plan will be parity
itself and not the equality of MR; and MRy. It is quite unlikely tbat a
parity determined Pi would be the same as that established by the market
" forces in Figure 2. Insofar as iﬁ differs from the economically deter-
mined Pj;, total revenﬁe and net profits to the wheat industzy will be
lowered. |
Mention was made above of certain social considerations as factors
responsible for the use of a two-pri;e rather than a possible three-
‘price discrimination scheme for the wheat industry. Among these social .
asﬁects are equity problems. Fear has often been expfessed'that a free
market policy for wheat onld cause undue hardship on other feed grain
producers. However,; assuming Dli-Dé’ and 03 (Figure é) to be representa-
tive demand curves for the_wheat industry,’it,migbt‘bé,possiblégtao
protect the feed grain producers through the use 6f a two-price plan in
relation to their market position under a three-price plan. This would
require that production, or marketable,bushels,-be rigidly controlled to

prevent an output greater than X4. If this was accomplished and Xy

bushels were sold in the domestic food market, the price for the
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remaining bushels LX2.plus X3) would tend to be an average.__of._P2 and P3°
In other wor&s, the export market may help hold the. free market price up
high enough to prevent excessive competition in the feed grain market.
This consideration might serve as a deterrent to maximizing revenue for
the wheat industry under a three-pricevgcheme, even if’ the relevant
elasticities were known to be as assumed above.

Ub to this point, the theoretical aspects of a domestic parity plan
have been discussed only in relation to the wheat industry as a whole.
The next problem is to consider these aspects with respect fo the
individual wheat farmer.

Under a two-price plan, each farmer will be allotted a certain
number of bushels for which he will receive stabilization certificates.
This—will be true regardless of whether the parity price and quantity
are determined on the basis of the economic forces degcribed in Figure 2,
Or- if they are arbitrarily detérmined through political or administrative
decisions. éince the bushels covered by marketing certificates will
represent only part of the farm firm's historical production, each farm
will have some excess acres -- excess in the sense that wheat produced
on them will not be covered by maiketing certificates. Thus, the entre-
preneur has the problem of what to do with these acres.

-On most Montana farms, the two main alternatives will be whegt or
barley. These are.pot the only alternatives. Other feed or cash crops
are also economic bossibilities. However, they are probably the most
common and will be considered as the only ones for purpeses of this

analysis. Additional alternatives can be handled in .the same way.
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_The choice between ﬁﬁo alternativeg can be determined by using
product transformation curves, which show the various combinations of
the -two products that can be produced with a fixed amount of resources.
As is often done in conventional theory, the physical product trans-

.formation curve can be converted into value terms. It then becomes an
iso~cost curve which can be used in coenjunction with an iso-revenue
curve in determining the choice between two alternativgppioducts. This
has been done in Figure 5.

There is reason to believe that the product transformation curves
for wheat and barley will be of the linear type for most Montana wheat
farms. This is because, for allvpractical purposes, the production
functions for either wheat or barley will be linear when acres are the
variable input. The linearity results from the limited number of acres
available to be applied to the fixed amount of labor, capitél, and
management present on most Montana wheat farms. This can best be shown
by use of the hypothetieal production functions shown-in Figures 4a and
4b where Y; denotes bushels of wheat; Y2, bushels of barley; Xj, acres
of crop landj X2, some fixed amount of labor; X3, some fixed amount of
capitaly and X,, some fixed amount of management. The funct@ons.then
become Y; = £(X, | X,5 X5 X,) and Y, = £(X; | X,s Xgs X,) for wheat and
barley respectively. '

There is naturally some question as to. the validity of the linear
nature of the production functions shown in Fiéﬁrgs 4a and 4b. However,

it is believed that increasing the number of acres while the labor,
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Figure 4a. Hypothetical Wheat Figure 4b. Hypothetical Barley
Production Function for Montana Production Function for Montana
Farms. Farms.

capital, and management present on most Montana wheat farms are held
fixed, will result iIn constant returns to the variable input within the
range covered by the limited number of acres available.!/ This assumes,
of course, that the labor, capital, and management already present on
most Montana farms is sufficient to prevent production in the range

of rapidly decreasing average productivity for cropland. This amounts
to an assumption that as the available acres are applied to the fixed
resources, the average productivity is essentially constant. This is
probably not an unrealistic assumption in view of the nature of produc-
tion on Montana wheat farms. This does not prevent decreasing average
productivity to acres of cropland as the number of acres is increased
beyond the optimum level for the fixed resources.3

N See Earl 0. Heady, Economics of Agricultural Production and Resource

Use> Englewood Cliffs, New Jejrsey, Prentice-Hall, Inc., 1957, Chapter
3, fTor a discussion of linear production functions in agriculture.
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Heady maintains that if the input-output relationships for two
products or enterprises are linear, the resulting product transformation
curves will also be linear if "the enterprises (@) require the same
physical resources and at the same time of the year, (b) are produced
at identical times of the year, and (c¢) do not produce by-product serv-
ices which aid in the production of each other."-V He also cites wheat
and barley as two Great Plains crops which result in this relationship.V

A straight line product transformation curve will also produce a
straight line iso-cost curve in agriculture, since the farmer pays a
constant price for the resources he buys. The curve NA iIn Figure 5
portrays such an iso-cost curve for wheat and barley. The slope of

this curve is equal to the marginal cost of divided by the marginal

Ya

Figure 5. Hypothetical Iso-cost and Iso-revenue Curves for Montana
Wheat and Barley.

i/ lbid., p. 208.

V  lbid., p. 209.
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cost of Y, ( MCYl/Mcyz).i/ Since the production functions are linear,

the marginal costs are constant. Hence, the linear iso-cost contour.

.. The dotted lines in Figure 5 represent iso-revenue curves under

different prices for wheat and barley. The slope of these curves is

equal to the price Y; divided by the price of Yo (PYl/ PYQ)’g/ _Since

under the competitive conditions found in égriculture the prices of

wheat and barley are constant, the iso-revenue functions are also linear

Thus, the contour NB represents a lower price for wheat ih relation to

the price of barley than does contour MA.

The iso-revenue and iso-cost functions in Figure 5 can now be used

to determine the combination of wheat and barley that should be produced

in a given price and cost situation. Since both functions are linear,

either all wheat or all barley should be produced. With the cost situa-

tion represented by the iso-cost contour NA, all Whéat-should

-/ This can be seen by considering the relationship between Y; (wheat)

and Yo (barley) for movements along the iso-cost curve. When the
production of Y; is decreased by one unit, the change in total cost
is equal to the Y; times MCy,. The addltlonal amount of Y, that
can now be produced can be repFesented as times MCy,. Since
the total cost must be kept constant, the deo%ease in cost must be
matched by an increase. Therefore, -(1) o Y; times MCy, equals

Y, times MCy, or (2) Yo equals M Yl equals the slope of

Y MC
the iso-cost curve. R Y2

This can be seen by considering the relationship between points such

as N and B in Figure 5. The total revenue at point B is equal to

the quantity OB of Y; times the price of Y] (OB times Py,). Like-
wise, the total revenue at point n is equal to quantity éN of Y
times the price of Y, (ON times Py )« Since the total revenue and
the prices of wheat and barley are“constant along the iso-revenue
curve, (1) ON x Py, = OB'x Py; or (2) QN = PY1 ="the slope of the
1so-revenue contour. OB Py,
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be produced when the relationship between the price of wheat and the
price of barley is such as that represented by iso-revenue contour MA.
However, if this price relationship should change in a manner that
lgwered the price of wheat in relation to the price of barley by an
a%SBnﬁ represenfed by iso-revenue countour NB, all barley should be
produced. -Any single price change wouid change fhe slope of the iso-
revépué contour. . However, as'can be seen in Figure 5, this price change
will not affect the decisionfto produce wheat or\barley unless it is
great enOUgh;to_changeifhe_slope of"thé'isocrevenue‘cbntbur.fér one
which has a”slope gréatet' than' the iso-cost curvé to one which has a
slope less than the isd~cost curve or vite versa..

The question may be raised as to how this analysis accounts for
the fact that eQen-with a price relationship suéh as that represented
by iso-revenue.coniour MA in Figure 5, some farmers still préfer to
plant pért of their land to barley. This can be handled by the same ‘
analysis. However, the iso-cost contour in this situation is nat a
straight line function. The fa?mer may attach some risk cpst to
raising all wheat. 1In this case, barley might substitute for wheat
at an increasing rate as tﬁe upper limit of the available cropland is
approached, as opposed to the constant marginal rate of substitution
on the linear iso-cost curves discussed thus fgrol/ The iso-cost

contour in this case mighf look like contour NA in Figure 6, while the

l/ See Heady, op.cit.,p. 209, for a discussionh of competitive
products under increasing rates of substitution.
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iso-revenue contour is still a straight line function such as MB.
Under these circumstances, 0Q of wheat and 0Z of barley would be

produced.

V*

Figure 6. Hypothetical Iso-cost and Iso-revenue Curves for Montana
Wheat and Barley.

Notice should be taken that the combination of wheat and barley to
produce is determined at the point of tangency between the iso-cost and
iso-revenue contours in Figure 6. Any quandrant such as and Y2 would
incorporate many iso-revenue contours. Profits are maximized when the
combination of Yland Y2 to be produced is determined at the point of
contact with the highest iso-revenue contour the iIso-cost curve can
reach.

In case of a curvilinear iso-cost contour, the above proposition can

be proven formally. Profits are maximized for a given cost-outlay whan

PYi _ R _ Py

products are -produced in such a combination that _"1 = 2 . . e= n.

MGy  MCY2 MCy
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(1t should b remembered hére that in the case of agricultural products,

price, marginal revenue, and average revenue all are equal).
! ) MGy

Since the slope of the iso-cost curve is equal to Yl, and the
MC
7 p Y2
slope of the iso-revenue contour is equal to Y1, profits are maximized
PY2 '

for the_ total outlay represented by cost contour NA in Figure 6 when
this contour is tangent to the iso-revenue contour =-- wﬁere the two
slopes are equal.

In the case where both the cost and revenue functions are linear,
such as those in Figure 5, the ‘equality of the slopes can néver be
reached in the ranée shown. However, either of the iso-revenue func-
tions shown are the highest the iso~cost contour can reach, and profits
fof that total putlay'are accordingly maximized on ohe of these.

Once the farmer has determined which crops ta produce, he must
determine the level of output for each. If capital is unlimited,
profits are maximizéd by p£oduéing éabh product a% the level where the
marginal cost ig equal to the marginal revenue. As stated earlier,
if capital is limited, costs are minimized and atfainable profits
maximized"i%_the level of productionlfor each product is extended to

o P P P
the point where (1) Y1 = Yo=...= _Yn. It can be seen from
‘ MCy, MGy, | MCy

equation (1) above that if capital is unlimited, production of each
product can be extended until all the ratios are equal to one. Then
marginal cost and marginal revenue are equal, and profits are

maximized in the absolute sense.
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For purposes of this analysis, it will be assumed that the price
ratio between wheat and barley is that represented by iso-revenue
contour MA in Figure 5. The farmer with the iso-cost curve NA will
then produce all wheat. This wheat will be sold at the two prices
established under a domestic parity plan.

When the producer sells his product under a condition of price
discrimination, he faces a different demand situation than when he
receives only one price. These two situations are presented diagrama-
tically in Figure 7. When the farmer sells in only one market, and
receives only one price, he faces a horizontal demand curve such as
PAN. This curve, as are the other demand curves that might be faced
by this farmer producer, is horizontal because he is one of "many"

sellers iIn the same market.

Quantity

Figure 7. Shapes of the Demand Curves Facing a Wheat Producer under a
Two-price Plan and under a Single-price Plan.
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_ In the situation where price,disoriminetion,is being pracficed, the
farmer actually sells his one product.in twolmarkets° The two demand
curves faced by the producer in this case are represented by lines PoM
and PyZ io Figure: 7. Looking at it another way, the entire demand curve
facing the producer under price discrimination is line PoMEZ. The
breaking-off of‘the upper portion at point M is caused by some restric-
tion placed on the producer's sales in that market. .In the case of a
domestic parity program, this limit would be set by the producer's
marketing allotment.

Once the demand function facing the individual farmer has been
established, the level at which he should produce is determined in the
same manner as it was for the entire wheat industry above. However,
since the demand and marginal revenue functions for the individual
farmer are equal and are discontinuous in the case of price discrimina-
tion, the ‘Z;MR.curve does not exist. Rather, in this case, the rele-
vant marginal revenue function is that which is egquated by the marginal
cost function for the firm's entire output. This is shown on page 2
in Figure 8. The variable input which the cost functions represent

might be-.a composite of fertilizer, tractor fuel, labor, etc., being

-applied to the fixed land, capital equipment, and management resources

of the famm.

The farm f1rm represented in Figure 8 should produce Q1 bushels of
wheat. Under the present domestlc parlty proposals, all of this wheat
will be sold in the free market at price Pg. An amount of additional
revenue per bushel equal to the difference between prices P, and Py will
be received in the form of stabilization certificates for quantity 0Qg

of wheat. The effective price for these bushels is then Pj.
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Price.

Quantity

Figure 8. Demonstration of the Relevant Marginal Revenue Function under
a Two-price Plan.

It may seem that since a higher price is received for part of the
farm®s production, the marginal revenue at which output is determined
should be some sort of an average between the marginal revenues at
prices P2 and Pq. This, however, would be irrational, since producing
beyond 0Qi would be producing in an area where the marginal cost is
greater than the effective marginal revenue.

The profit to the farmer from his wheat enterprise would equal to
area CPQMELG. The profit from the wheat sold domestically for food is
equal to area CPgMK. Of this profit, an amount equal to area PgPgME
is received in the form of stabilization certificates. The profit
from the remainder of the farm®s wheat production is equal to area ELGK.

A significant economic relationship can be cited between a farm
firm producing under a single-price or under a two-price system. This

relationship is demonstrated in Figure 9 on page 26.
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Figure 9. Demonstration of the Difference in Output under a Two-price
Plan Compared to a Single-price Plan.

The demand curve facing the individual farmer in the two—price
situation is again equal to line PgMEZ. Line P™N represents the demand
curve facing this same farmer under a single-price plan, such as is
presently in effect.—~ While the various demand curves in Figure 9 make
no claim concerning accuracy with respect to magnitude, it is believed
they are accurate with respect to their relative positions. Since the

idea of the domestic parity plan is to raise the price of wheat consumed

domestically as food, price P2 should be higher than the present support

price represented by price P*. Also, since much of the wheat presently

The present wheat program is often called a multiple pricing plan in
view of the various export policies. However, any subsidy involved
in these export programs does not go to the farmer, except as it is
reflected in the free market price. Thus, he still faces only one
price, which may be either the support or the free market price,
depending on which 1is higher.



- 27 -
being produced is sold to the government, it is safe to assume price
Pq will be lower than Plo
Given the relative prices as established above, it can be seén in

Figure 9 that the quantity of wheat produced under the two-price plan
will be less than that produced under the single-price.plan in the
absence of acreage restrictions. The magni%ude of this difference
would,'of course, depend{on'the relative prices and the slope of the
marginai cost curve, éince the marginal cost curve for a compositeﬂof
the normalsannual variables in wheat production is apt to be éuite
steep, this difference may not be very great. However, even though
the average price per bushel is higher under the two-price plan, total
output should be higherlunder the single-price program, assuming no
effective acreage restrictions, since the marginal revenue is higher
in the relevant rangey .- (This assumes the MC curve will never ihter?m'
sect line PoM). |

{ If the cost curves for the farm fifm in Figure 9 were fairly
representative of the corresponding'cufves for the wheat industry, the
analysis abo&e could be exténded accordingly. Again, this difference
in output between the two types of programs may not be very large.
However, if wheat farmers had acburate knowledge concerning their
revenue and cost functions, the’'direction of this effect should. be

- as described above.
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The above discussion has assumed away the acreage restrictions.
Ihé significant point is that given'the~same average price for wheat,
there is less need for such restrictions under a two-price program.

Insofar as a domestic parity plan would affect the level and
distribution of wheat production, several segments of the economy would
also be affected. Among the first of these would be the farm firm,
Depending on the two -price levels and the corresponding wheat acreages
. established under a domestic parity prograh, its income would be
affected in relation to what it is under the.present single-price
program, |

-Another segment of the economy to be affected would be the consum- -
ing public. The consumers of food wheat would supposedly pay a higher
price for the wheat products they purchase under a domestic parity
program than they do now. This effect would be small. ihe Oregon
Wheat Growers League estimates that if the farmeraéave his wheat to
the miller, the price of a pound loaf of bread would only be reduced
2.7 cents,l/ Since they theoretically equate the ratios of the
.marginal utilities of the things they buy to their respective prices,
they would consume iess food wheat products. On the other hand, the

buyers of feed wheaf would increase their purchases, since they equate

l/ The Oregon Wheat Growers League, Wheat is Everybody's Problem,
Lithographed in U.S.A., Abbot, Kerns & Bell Co., October, 1955;
p. 15, :
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the ratios. of ‘the marginal value product of their factors of produc-
tion fo the respective ﬁarginal costs of .these factors. The total
change in wheat disappearance for aomestic‘purposes, then would depend
on the differences in the two levels of support for wheat and the
marginal utility and marginal value productivity functions of the
respective uses.

Foreign wheat markets would also be influenced by this change in
prices. The lower price under the domeéticvparity plan would place
Upited States wheat exporteré in a more favorable position. Thus, they
wéuld tend to export more and thereby increase the supply in the world
wheat market. Farnsworth says this price may still not be low eﬁough
to allow éxporters to compete in the world markets on an unsubsidized.
basis,i/

The effects of a domestic parity program, then, are nét confined
to the wheat industry. However, it is here that the first impact is
manifest. Thus, it is necessary to analyze the effects of such a

program on this industry before the secondary effects can be determined:.

Y/

Helen C. Farnsworth, Multiple Pr1c1ng of Amerlcan Wheat, Present
System vs. Two-Price Plan, Stanford,’ "California, ‘Stanford Unlver51ty,
Food Research Institute, 1968, pp. 29-30 and 46.




PART III

CQNDENgATIQﬁ OF THE BILLS USED FOR.THE STUDY

As stated in Part I, the bills establishing the démestic parity
programs ‘studied herein are preéented in Appendix E. Only those péoviw
sions which apply directly to the analysis of éart IV will be discussed
in this section.

'In brief, two major plans are to be studied. ’These are referred
to as Bill No. 1 and Bill No. 2, In addition to the main bills, two
variations of Bill No. 1 and one variation of Bill No. 2 will be con-
sidered, Bill No. 1 is a domestic parity plan which'tiegts ail,Wheétzas'
one commodity. The variations of this bill maintain this feature; Bill
No. 2 and its variations provide for classes of wheat.

The different domestic parity programs were formulated mainly by
synthesizing selected.provisions of three bills incorporating such plans.
All of these bills were referred to the Commitﬁee on Agriculture (or
Agriculture and Forestry) during the first session of the Eighty-sixth

1/

Congress; Among the méjor criteria considered in choosing.provisions
from the three bills and various other proposals studied were (1) simi-
larity with the "pure" domestic parity plan discussed in Part II, (2)

the present wheat surplus,'(3) the feed grain industry, and (4) politi=-

cal considerations.

l/ The bills drawn from were (1) Wheat Stabilization Act of 1959, H.R.
4716, introduced by Representative Johnson, February 18, 1959 (2)
Wheat Income Improvement Act of 1959, H.R. 4991, introduced by
Representative,Burdick, February-25, 1959 (3) Wheat Stabilization
Act of 1959, 5. 1140, introduced by Senator Carlson and others,
February 19, 1959, -~ ) '
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The main features of the synthesized bills are discussed belowol/
Bill ﬁo. 1l is considered fiiét, ﬁowever, any relevant provisions of
:this bill which are also common to other bills will be noted as such.
This will make it possible to discuss the other plans from the point of
their differences with respect to this first bill.

,Provisions of Bill No. 1
and Provisions Common to Other Bills

A national marketing quota is provided for under all thg domestic
parity plans considered. The quota under Bill No. 1 for each marketing
year is composed of (1) the wheat consumed as human food domestically
‘or outside the continental limits of the United .States by members of the
Armed Forces, and (2) the wheat exported during‘such marketing year.

This national quota is apportioned among the wheat-producing states.
The apportionment is determined on the basis of each state's historical
share of the wheat market. In the language of the bill: The national
marketing quota less a reserve of 1 percent shall be apportioned among
the states in such manner that the quota of any sﬁate will bear the same
ratio to the national markéting quota as a figure aetermined by multi-
plying the base acreage of such state by its average yield bears to the

borresponding figure for all states.

Y When the term "bills" is used in an unspecified sense, it is
intended to include the variations also.
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. . This provision can most easily be seen by means of the following

equation: ) _ Product of State Base”
. Average times its Nor-
State Marketing Quota mal Y¥ield
National Marketing Quota - 1 percent = Corresponding Figure

for All States

Since all of the plans studied herein apportion the national ﬁap—
keting“quqta in this hanner, the.éqpatioh above wiil bg used throughout
the remainder of this analysis.

Un&er all the bills pertaining to this study, the base acreage of
a state is equal to the average number of acres planted to wheat for the
1952 and 1953 crops.

The normal yield is not the same in all c’ases’o For Bill No; 1,
Bill No. 1, Variation 1, and Bill No. 2, the normal yield of a state
is the state's highest annual wheat yield per harvested acre during
five consecutive years within the 25-year period-immediately preceding
the initial year under the program° (For Bill No. 1, Va¥iation 2 and
Bill No. 2, Variation 1, fhis period is shortened to 10 years).

fhe 1 percent reserve provided for is to be used to make adjust-
ments in the county quotas because of new areas coming into production
through reclamation and other means after 19530. This feature is also
common to all the bills. |

In addition to the marketing quotas for the states, the various
bills also brovide for county and farm marketing quotas. However, since
this analysis is carried only to the state level, these provisions will

not be discussed.
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Besides the national marketing quota, a national domestic quota i§'
also provided for in all the bills. Under Bill No. 1 and its variations,
this national domestic quota is to be the amount of wheat consumed as
human food domestically or outside the United States by members of the
Armed Forces.
| All the bills provide that this national domestic quota be appor-
tioned among the farms in such a manner that the quota for each farm
will bear the same ratio to the farm marketing quota as the national
domestic quota bears to the national marketing quota.

This provision is modified somewhat for purposes of this analysis.
Since thi$ study is carried only to the state level, a state doméstic
quota is determined, and the national quota is thus apportioned to the
states. The state quota as determined herein will closely approximate
the sum of the farm quotas determined on-an ihdividual basis.

The state domestic quotas are determined in thq_mannér shown by
the following equation:

State Domestic Quota = National.Domestic Quota
State Marketing. Quota National Marketing Quota

All of the bills pfovide “stabilization certificatesa as the means
by which parity price is obtained for each farm's share qf the domestic
market. The certificates are apportioned to each farm in an amount
which covers the number of bushels of wheat in the farm's domestic
quota. Since the farm marketing quotas for Mentana wheat farms are

being determined as the total for the state, stabilization certificates

amount equal to the state domestic quota will be received. ‘
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The value of these certificates is to be equal to the difference
between the estimated parity price for wheat and the expected average
market price. Thué; wheat covered by the state domestic quota will
receive a price equaljto parity.

“Each bill élso states that price support equal to 60 percent of
parity will be provided for the wheat covereq by the state marketing
quota. Thus, that porfion of the marketing quota that is not covered
by the domestic quéta will receive a price of at least 60 percent of
parity.

Ali of the bills stipulate that no person engaged in the prgcessing
of wheat into food products composed wholly o£ partly of wheat Ean»market
any such product for domestic food consumption or export, and no person
can export unprocessed wheat unless such wheat is marketing quota wheat°

However, under Bill No. 1 and its variations, wheat otﬁer than
marketing quota wheat can be sold off the farm for other uses. Thus,

wheat produced on any excess acres can be sold in the free market.

Provisions Peculiar to Bill No. 1, Variation 1
This first variation‘of Bill No. 1 differs from its parent in only
one respect. This difference is that 75 million bushels are to be déduc-
ted from the nétio;al marketing quota any year in which the carryéver |
exceeds 600 millién bushels. This represents an attempt to reduce

stocks through the quota program.
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Provisions Peculiar to Bill No. 1, Variation 2
As far as this analysis is concerned, Bill No. 1, Variation 2 also
differs from Bill No. 1 in only one respect. Under this variation, the
normal yield of a state is the state's highest annual wheat yield per
harvested acré during five consecutive years within the 10-year period

immediatély preceding the initial year under this program.

Provisions Peculiar to Bill No. 2

As stated earlier, Bill No. 2 and its one variation are domestic
parity plans which recognize classes of wheat. This bill and its varia-
tion differ from Bill No. 1l in three main respects. (i)AThe various '
quotas are established in terms of classes of wheat. (2) Wheat used for
feed, seed, and industrial purposes within the continental limits of the
United States is included in the national marketing quota. (3) Only
wheat covered by the marketing qudta can be tranferred for use off the

farm,

Provisions Peculiar to Bill No. 2, Variation 1
This variation is the counterpart to Variation 2 under Bill No. .1l.
For present purposes, it differs from Bill No. 2 only in the respgct
that the normal yield of a staté is the sfate's highest annual wheat

yield per harvested acre during five consecutive years within the

10-year period immediately preceding the initial year under this bill.




PART IV

ANALYSIS OF THE EFFECTS OF THE VARIOUS DOMESTIC PARITY PROGRAMS

Bill No. 1
As stated in Part I, wheat is treated as a single commodity under
Bill No. 1 and its variations. The national, state and domestic quotas
provided for in this biil-and its variations are therefore determined in
tezms of "ALL" wheat. .
Table T gives the distribution of United States wheat by All wheat,
‘Hard Red Winter wheat, and Hara Red Spring wheat for the marketing year

beginning July 1, 1958.

TABLE I. WHEAT DISTRIBUTION,,UNITED STATES, FOR 1958-1959.MARKETING. '
YEAR FOR ALL WHEA?° HARD RED WINTER, AND HARD RED SPRING

WHEAT . _ ~
: . ALl Wheatd/ Hard Red Winteré/ Hard Red Sbf{ngé/
Item (million bushels) (million bushels) (million bushels)
Foed 4899/ ‘ - _——
Seed 66 === -cT
Industry - - ———
Feed T 60 m-- m-=
Total Domestic .
Disappearance 615 253 143
Export 454 270 42
Total Disappearance 1,069 - - 523 185

3/ United States Department of Agriculture, The Wheat Situation,
Washington, D. C., Agricultural Marketing Service, June, 1935, p. 6.
E/'

g/ Includes military food use at home and abroad. Shipments of four
million bushels to U. Si: Territories were deducted from domestic
food and added to exports. (See United States Department of
Agriculture, The Wheat Situation, op.cit., p. 6, footnote four
and p. 8, footnote one.) ‘ :

Ibid., p. 8.
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.. ..Since_the national marketing quota under this bill is composed of
wheat used for food and export, the quota for 1958 will equal 489 plus
454 for a total of 943 million bushels. This national quota is appor-
tioned among the states in.the manner described in Parf 111,

The figure determined by multiplying the Montana base acreage times
its normal yield and %he qqrrespondiﬁg figure for all states are pre-
sented below in Table IIol/ Since the normal yield is determined within
the immediately preceding 25 years under Bill No. 1, the first column
of the table pertains to the present case. For purposes of this analy-
sis, the normal yields for the states aré determined from the crop years
1934 through 195852/

TABLE II. PRODUCT OF MONTANA BASE ACREAGE TIMES ITS NORMAL YIELD AND
THE CORRESPONDING FIGURE FOR ALL STATES FOR ALL WHEAIE/

. 25-Year Basis | 25-Year Basis
Item , (million bushels) (million bushels)
Montana Base Acreage X
Times Its Normal Yield 126.6 126.6
Corresponding Figure for
. All States 1,650.2 1,628.8

3/ Taken from Appendix D, Tdble 1.

l/ Seé.Appendix D, Table I for base acreage, normal yield by states.

2/ Technically, this is a contradiction. However, an estimate of the
distribution by .classes is not available for the 1959-1960
marketing year, and it is desirable to have 1958 yields reflected.
in the normal yields, since such yields will most certainly be used
if a domestic parity program becomes a reality.
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Before proceeding, 'a set of general symbols will be established.

These symbols will be used in the various equations throughout the

remainder of this work.

B

N

Yb

State Base Acreage
State Normal Yield - .
State Base Acreage times State Normal Yield
Corresponding Figure for All States
Nationél Marketing ngta

State Marketing Quota.

National Domestic Quota

State Domestic Quota

Residual of the State Marketihg Quota Minus the
State Domestic Quota

Total Number of Aéies”ﬁorméili Devoted to the
Production of Wheat and Barley

Excess Acres (Acres Normally Devoted to the
Production of Wheat and Barley Not Needed to
Fill the State Marketing Quota)

Production on the Excess Acres

1949-1958 Montana Average Wheat Yield Per
Planted Acre

1949-1958 Montana Average Barley Yield .Per

_Plantéd Acre

With figures obtained from Table I and Table II, the marketing quota

for Montana is calculated in eddafion (lxhté follow.




) % . BN
' Qi - % BN

Qg 126.6

=

933.6 1,680.2

71.6 million bushels

0
o
i

This 71.6 million busﬁel state marketing quota is divided into two
parts for pricing purposes. This division will be discussed in more
detail later; but first two other quotaé;'the state and national
domestic quotas, must be established.

Since under Bill No. 1 the national domestic quota is the amount of
wheat which éhe Secretary determines will be consumed domestically or by
the Armed Forces as human food, this quota is 489 million bushels for
the 1958-1959 marketing year. . |

The state domestic quota can now be determined. The quota for

Montana is calculated in equation (2).

. (2) Bs_= Dn
Qs Qn
Dy _ 489
71.6 943
Dg = 37.1 million bushels

The division of the state marketing quota mentioned earlier can
now be made. As reported. in Part. III, all of the domestic parity plans
included in this study provide that stabilization certificates be issued

to each farm-to cover its domestic quota. Since the.value of each
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stabilization certificate is to be‘equal to the difference between
the estimated parity .price for wheat and the expected average market
price, domestic quota wheat will bring what is essentially a price
equal to parity. The remainder of the farm firm's production will
supposedly be sold in the free market. However, all the bills
further provide that price support at 60 percent of parity will be
available for all marketing quota wheat. Herein lies the division of
the state marketing quota. That portion of it covered by stabilization
certificates will receive a total price equal to parity. The remainder
of the sfate marketing quota will receive a price of at least 60 percen%-
of parity. Since a free market price that might rule under'a domestic
parity program cannot be accurately determined in advance, minimum
prices or supports will be applied throughout this analysis. Therefore,
Montana parity will apply to the wheat covered by the domestic quota,
and Montana average support at 60 percent of parity will appl? to the
residual. ‘

The prices to be used for this analysis are summarized in Table III.
The residual of thg state marketing quota is calculated in equation - -

(3) to follows

1l

(3) R Q - Dg

S
7106 el 37ol

=]
i

20]
i

34.5 million bushels
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Because the marketing quota covers only a portion of the state's
historical wheat and barley production, there will be some excess acres.
Under Bill No. 1, and its variations, wheét-grown“on'these excess acres
can be marketed fhroqgh the free ma;keto The problem arises, then, as
to whether wheat or barley (the only other alternative assumed for this
study) should be grown on these acres. In order to solve this problem,
the relevant cost and revenue data for wheat and barley must be
détermined.

As a substitute for the somewhat indeterminate free market price,
a corn-equivalent price for wheat for both 1958 and 1959 has been
determined in_Appendix B. These prices are presented in Table III,

This corn-equivalent priée has been selected to apply. to the
wheat produced on the excess acres because it is felt that Congress
will not allow the price of wheat to become low enough to jeopardize
the feed .grain industrf, at least duriﬁg the inifial "feeler! years
under a aomestic parity program. This protection could conceivably
be in the form of a !"floor" support based on the price of feed grain.
Corn has been selected to represent the feed grain market because of
its primacy in that market. This floor subporf for wheat has been
made just equal to the price of an equivalent amount of feed value
in some other grain in order that wheat can ﬁarticipate in the feed
grain market without being able to engége in fqrther'price competi-

tion with other feed grains.
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TABLE III. MONTANA AVERAGE WHEAIA/ AND BARLEY—/ SUPPORTS AND OTHER
PRICES FOR 1958 AND 1959.

Montana Average Support 1958 . 1959
Wheat
Nontana Parity o $2,22 $2.21
75 Percent of Parity 1.62 \l.6l
60 Percent of Parity 1.25 1.24
Corn-equivalent price 1.16 . ‘1.06
Barley Supports | o 75 : .59

3/ Prices summarized from Appendix B.

2/ All prices calculated by the author.

In Appendix C, the costs per bushel of producing wheat and barley
are determined. This cost'is 37 cents and 24 cents per bdshel for wheat

1/

and barley respectively.
In the theory section of this paper, the iso-cost -- iso-revenue

method of choosing between alternatives was discussed. This method can

now bé applied to the present problem.

~/ These costs do 'not include the returns to land, labor or
management.




— 43 —
The iso-cost curve for wheat and barley is represented by line CD

in Figure 10. As indicated therein, this curve shows the various combina-

tions of wheat and barley that can be produced for $100. The cost and

Figure 10. Iso-cost and Iso-revenue Curves for Wheat and Barley.
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revenue curves in this case are linéar functions -- either all wheat or
all barlex should be produced.. Withman_ppjl§§,qf $;QQ¢_§ither 270 -
bushels of wheat (lOOnﬁnusv.379 or 417 bushels of barley (100 minus
©24) can be produced.

At the 1958 per bushel prices of $1.16 for wheat and 75 cents for
barley, the highest revenue curve that can be reached is that repre-
sented by line BD in. Figure 10. Any combination of wheat and barley
indicated by a pair of coordipateg from thig'curye will bring $313.20
revenue (i.e., 270 times $1.16); but, only when all wheat is produced

can this revenue be attained with an outlay of $100.1/

i/ Notice that curve BD has almost the same slope as the iso-cost curve.
When the two are parallel, either wheat or barley would be an econo-
mic choice. Letting the subscripts (w) and (b) denote wheat and
barley.respectively, this is demonstrated in equation (a) below.
Since the slope of the iso-cost curve is equal to the MC /MCb,

- » and that of the iso-revenue curve is equal to MR /MRb, the two

curves are parallel when these two ratios are equal.

(a) MC, = MRy
"MCyh MRp

At a price of $1.16 for wheat, this equality is reached under the
present cost situation when the price of barley is as determined
in equation (b) below.

(b) -37 = 'lel6
« 24 MR

W37 MRy, = .2784
MR, = .75243 -

The MRb of .75243 is very close to the 75'cénts actually received

for barley. This agcounts for the near coincidence of the two
curves.
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At the 1959 per bushel prices of $i.06 for wheat and 59 cents fgf
barley, all wheat is again:the most profitable aiternative. This situa~
tion is represented by iso-revenue curve AD, aloﬁg which $286.20 is
attainable. The $286.20 revenue’ can be attained with 270 bushels of
wheat (270 times 1.06), but, it takes 485 bushels of barley (286.20
divided by °§9)'to bring the same, ‘Tevenue. As shown by the iso-cost
curve, this amount of barley cannot be producea for . $100.

The next step is to determine the numbérsof excess acres. The
statefs 1949-1958 averages of the wheat and barley yields per planted
acre and of the acres normally devoted to the production of wheat and
barley were calculated and are presented ip Appendix A, Table I.

These averages are 17.4 bushels per‘acre and 6,376,000 acres,
;espectively.i/
| Using the symbols defined on page 38, the nu&be; of excess acres

is determined in equation (4) below.

(4) E = T -<§%>
Y/
E = 6,376,000 - 71.6
17.4
E = 2,261,000 acres

Wheat production on these excess acrés is determined in equation (5):

(5) P = EY, .

P 2,261,000 x 17.4

P .

39.3 million bushels

] - 3 .

:/ This 1O-year average-yield should not be confused with "the qormal
-yield, which is used solely for determining the state marketing
quota.
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Now that the various quotas, the reductién on the excess acies,
and the relevant prices have all been established, the gross income to
Montana under Bill,ﬁg. 1 can_be determined. Table IV below, presents

the total state revenue realized under the provisions of Bill No. 1.

TABLE IV. TOTAL MONTANA REVENUE UNDER BILL NO. 1-AT 1958 AND 1959.

. PRICES.
Number of - = - 1958 ) 1959

Bushels 1958 Revenue 1959 Revenue
Type of Product (million) Price (thousand) Price  (thousand)
Domestic Quota Wheat 37.1  $2,22  $82,362  $2.21 $81,991

Residual of the ) '
Marketing Quota 34,5 1.25 43,125 - 1.24 42,780
Excess Acres Wheat 39.3 1.16 45,588 - 1.06 41,658
Total Revenue $171,075 $166,429

Each of the revenue calculations in Table IV will be counterparts
under the othef bills and variations of bills to be discussed. However,
an additional-calculatiom of total fevenﬁe un@e:_Bill No, l'wikirbe
made. This calculation will be made for Bill No. 1 only. It is con-
cerned with the revenue that would accrue if the price of wheat should
be allowed to fall considerably below the 1959 corn-equivalent price of
$1.06 per bushel. It is not known if the price of wheat will be
supported to protect the feed grain industry.  Even if it is, the
price of corn under the new corn program is apt to decline somewhat for
a number of years. Jusf how great this decline will Be, this writer

cannot ascertains however, it is felt that some lower price for wheat
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should be applied to determine the total effect if‘the price of wheat
drops much below a $1.06 per bushel.

For this revenue calculation, a price of 75 cents per bushel will
be applied to the wheat produced on the excess acres, and 1939 prices
will be applied to the -quota wheat. This 75 cents has simply been
selected as a possible low, rather than ‘attempt to calculate the
lowest possible free market price:With the dubious means available.

Table V presents this revenue calculation.. Notice that the first
two rows are the same as-those in Table IV at 1939 prices.

'TABLE V. JTOTAL MONTANA REVENUE UNDER BILL NO. 1 WITH EXCESS WHEAT
SELLING FOR 75 CENTS PER BUSHEL AND OTHER' WHEAT AT 1959

PRICES.
. Number of -

Bushels . Revenue
Type of Product (million) Price (thousand)
Domestic Quota Wheat 37.1 $2.21 $81,991

Residual of the
Marketing Quota - " 34.5 1.24 42,780
Excess Acres Wheat 39.3 ‘75 29,475
Total Revenue . : $154,246

Lowering the price for wheat produced on the excess acres from
$1.06 to 75 cents thus reduces the revenue from these acres by
$12,183,000. This is a reduction in total revenue of 7.3 percent

while the price of the excess production was reduced 29.3 percent.
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Bill No. 1, Variation 1

The only difference between Bill No. 1 and this first variation of

it is tha't .under the latter 75 million bushels will be deducted from the

.national marketing quota for any year in which the carryover exceeds

600 million bushels. Since the carryover for the marketing year

beginning July 1, 1958 was 880.6 million bushels, the above deduction

will apply,l/ The national marketing quota under this variation is,

therefore, 868 million bushels (943 - 75).

Since the national marketing quota is

reduced, the state marketing

quota is also lower. This quota is calculated in equation (6) below. -

(6) Qg = BN
Q, - 1% . Z BN
Qs = 106.6
859.3 1,650,2
Qs = 65.9 million bushels

Even though the state and national marketing quotas are reduced,

- the state domestic quota remains constant.

This is because neither the

national domestic quota-nor the factors affectiﬂg its apportionment among

the states have changed.g/ This quota and the residual of the marketing

1
’/ United States Department of Agriculture; The Wheat Situation,
Washlngton, D. Ce., Agricultural Marketing Servige, June, 19539, .fub.

This carryover has increased to 1,283
1959,

mllllon bushels for July 1,

3// The constancy of the state domestic quota is maintained by the
reduction in both the national and the state marketlng quotas’in

the domestic quota equation.
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quota are calculated in equations (7) and. (8). NotiCedthat(the reduc-

tion in the residual is equal to the reduction in the state marketing

quota. , sy '

(7) Ds = Pp
Qs Qn .
Ds = 489
65.9 - 868
Ds = 37.1 million bushels

(8) .R = Q - Dg -
R = 65.9 - 37.1
R = 28.8 million bushels

/

Equations (9) and (10) present the calculation of the number of

excess acres and the amount of wheat produced on them.

(9) E =<T - 8§>
YW

E = 6,3‘.76,000—- gg_._gé_)
) 17.4
- E '= 2,588,000 acres
(10) -P = Ey,
P .= 2,588,600 x 17.4
P = 45,0 million bushels.

The increase in thé excess acres is due to the fewer acres needed
to fill the state marketing quota in this case.

This complétes the calculation of the relevant qqofas and the
_production én the excess acres for Bill No. I,'Variaﬁion 1. Since the
same prices are being used throughout, the state revenues accruing under

this variation can now be calculated.
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The revenue resulting from Bill No. 1, Variation 1, is presented ,
in Table VI. .

TABLE VI. TOTAL MONTANA REVENUE UNDER BILL NO. 1, VARIATION 1 AT 1958
AND 1959 PRICES. :

) Np@ﬁe?:pf 1958 o 1959
Bushels 1958 Revenue . 1959 Revenue
Type of Product (million) Price (thousand) Price (thousand)
Domestic Quofa Wheat 37.1 $2.22  $82,362 $2.21 $81,991
‘Residual of the '
Marketing Quota . 28.8 1.25 36,000 1.24 35,712
Excess Acres Wheat 45,0 1.16 52,200 "1.06 47,700
Total Revenue - $170,562 $165,403

Bill No. 1, Variation 2

Under this variation of Bill No. 1, the normal yields of the states
are calculated on a 10-year basis. Since some of the states drew their
highest normal yields from years prior to 1949, the “cbrresponding .
figure for all states" will be lower in this case.i/ Howevef, the
figure determiﬁed by mgltiplying the state base acreage times its
normal yield for Montana is not changed. This puts Montana in a
relatively more favorable position as will be seen from the quotés
calculated on page 51.

The national marketing quota under this variation is the same as

that under Bill No. 1 (943 million bushels).. But the state quota is

i/ See Table II of the text or Appendix D.
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higher because the "corresponding figure for all states" is lower while

the figure for Montana remains constant.

(11) % = m
Qn - l% ZJ BN 3
Qs - = 126.6
933.6 1,628.8
- % = 72.6 million bushels

Even though the national domestic quota is unchanged, the state
domestic quota does not remain constant this timé. It chénges because
factors affecting_ihe apportionment of the national quota -- the state
mérketing quotas -- have changed relatively among the states. Since -
Montana's marketing quota is higher in relation to the total, Montana
gets a larger share of the national‘domestic‘quota. This can best be .

seen by referring to equation (12),

(12) Ds = Dy
Qg Qn
Ds = -489
72.6 943
Ds = 37.6

The higher Montana marketing and domestic quotas are not incon-
sistent with the constant national quotas becaﬁse some states will
recéive lower apportionments under this variation.

The residual of the marketing quota is determined in equation (13).

(13) R = Qg - D;

R 72.6 - 37.6°

R 35.0 million bushels
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The number of excess acres and the wheat production on them are

calculated in equations (14) and

(14). E

(15) P
P
P

The smaller number of excess

(15)-

f()

= 6,376,000 - 72.6 6
. 17.4
= 2,204,000 acres
= EY

W
= 2,204,000 x 17.4 _
= 38-.3 million bushels

acres in relation to those undéF Bill.

Nos 1 is due to the larger state marketing quota to be filled.

The revenue resulting from Bill No. 1, Variation 2 is presented in

Table VII.

TABLE VII. TOTAL MONTANA REVENUE UNDER BILL NO. 1, VARIATION 2 AT 1958

AND 1959 PRICES.

1958 T 1959

Number of
. Bushels 1958 Revenue 1959  Revenue
Type of Product .(million) Price (thousand) Price (thousand)
Domestic Quota Wheat 37.6 $2.22  $83,472 $2.21 $83,006
Residual of the
Marketing Quota 35.0 1.25 43,750 1.24 43,400
Excess Acres Wheat 38.0 l.16 _44,428 1.06 - 40,598

Total Revenue

$171,650 $167,094
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Bill No. 2

The provision of this pillvregarding classes of wheat_is an attempt
to create a better balance between the types of wheat produced and the
demand for them. The present imbalance between these factors is
illustrated in Table VIII. -

As can be seen in Téblé VIII, stocks of some classes of wheat are
rather'low in relation to their normal disappearance. On the other
hand, the carryover of other classes far exceeds their average disap-
pearance. 'There seems little argument that.soﬁething should bé done to
rectify this situation. Whether or hot'a domésti¢:ba;ity‘plan such as
Bill No. 2 is'the best way to accomélish this is beyond thé scope of
this paper to determine. Neverfheless, récognition of classes seems
to be a logical approach to any new program. Thus, it is desirable to
analyze the effects of this type of program under a domestic parity
plan. |

The provision for inéluding wheat.used for feed, seed, and indust-
rial purposes is consistent wifh a plan that recognized‘classés of
wheat. With marketings controlled by the size of the quotas, the price
of feed wheat should decrease somewhat, allowing more of the soft wheats
to be fed while the hard wheats move into the bread flour channels in
response to the higher price they will command. The quotas established

should reflect these demands.
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TABLE VIII. WHEAT: ESTIMATED JULY 1, 1959 CARRYOVER BY CLASS AND
PERCENTAGE CARRYOVER IS OF AVERAGE DISAPPEARANCE.Z2

. . 1959

_ 1953-1957 -~ Carryover as a

Estimated July 1,  Average Total Percentage of

1959 Carryover Disappearance. Average Disappear-

Class (million bushels) (million bushels) ance (percent)
Hard Red Winter 946.0 412.0 229.6
Soft Red Winter 16.0 193.0 8.3
Hard Red Spring 262.0 172,0 ' 152.3
Durum 21.0 ' 19,0 110.5
White 38.0 166.0 22,9
Total 1,283.0~ ©962,0 133.4

a/

Wheat Situation in Review, Hearlngs Before the Subcommittee’ _
on Wheat of the Committee of, Agriculture, House of Representatlves,
Elghty—51xth Congress, First Session, Washington, D. C., United
States Government Printing Office, 1959, p. 25.

Since these other uses :.for wheat are providéd'formin“the-duptasg
the provisioh that only marketing quéta wheat can bé marketed.for any
purpose necessarily followsL‘ This provisioh protects the feed. grain
industry.

This bill provides for separate national marketing quofas.for each
class of wheat. The classes that would normally be considered for
quotas are Hard Red Winter, Soft Red Winter, Hard Red Spring, Durum, and
White. 1In the language of the bill, the quota for each class for any
marketing year shall be the number of bushels of that class of wheat
that tﬁe Secretary détermines will be (1) consumed as human food in the

continental United States or outside by members of the Armed Forces,
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United States, and (3) exported during such marketing year.

As stated in Part I, yield and acreage data By class and by state
are not évailable. This makes it virtually impossible to calculate the
normal yields for each class of wheat needed in the quota calculations.
However, estimates of the normal yields and base acreages for Hard Red
Winter and Hard Red Spring wheat have been made. Restricting the
analysié to these two classes is not too serious,‘ In 1949, all other
classes of wheat composed only 1.3 percent of Montana'g planted Wheat
acreage, and in 1954, this figure had decreased to 0.7 percent of the
totalyi/_ These small amounts of other wheat produced in Montana have
been pro-rated to Hard Red Winter and Hard Red Spring. Consequently,
Montana's total wheat quota will be essentially the same as if quotas
had been calculated for each class.

Before calculating fhe state marketing quotas from thgsé'estimates,
the method of estimation will be explained.

In ‘estimating the normal yields, the total winter wheat avéfage
yieid per harvested acre for each state was used to represent the Hard
Red_Winte? wheat yields for the 27 states reporting wheat in this class.
The overall spring wheat average yield per harvested acre was used to

represent the Hard Red Spring wheat average yield for each of the 12

l/ S. C. Salmon, and L. P. Reitz, Distribution of the Varities and
Classes of Wheat in the United States in 1954, United States
Department of Agriculture, Agricultural Handbook 108,

Washington, D. C., United States Government Printing Office, 1957.
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an accurate estimate since such a large portion of the wheat grown in
the state is of these two classes. For the rest of the states, this
procedure could result in gome error in the normal yield_calculations.'
However, this error should not be large. Since several states are
included in the calculation of fhe "corresponding figure for all"
states," any error in one would tend to be offset by an opposite
error in another. For example, say a state had a significant yield
advantage in Hard Red Winter wheat. Most of this state's wheat acreage
would probably be devoted to the production of this crop. Thus, the
dampening effect of a lower yielding class of winter wheat would only
reduce the overall winter wheat average slightly. Nevertheless, using
the overall winter wheat average to represent Hard Red Winter would
still create a downward bias. On the other hand, say some other state
had a significant yield advantage in Soft Red Winter wheat, but it
reported enough of the lower yielding Hard Réd Winter to be included in
this study. Using the overall winter'wheat average to represent Hard

Red Winter would create an upward bias in this case. This would tend

‘to offset the downward bias of the first state. Since the total of the'

figure determined by multiplying these normal yields by the base acreages
of the resbéctive states is the real'concerﬁ‘of this study, with the
.exception of the'figﬁre £o£ Montana, any individualferrorS‘that afef
counteractéd a?é not particularly harmful. A£ any rate, it iis felt

that any error in the quotas for Montana due to these estimates is not

large enough to be significant.
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"The estimat@g_of the base acreages of the states were made as
follows: The estimated percentage of the total planted wheat area in
each state 6ccupied_by each class of wheat is available for 1949 and
19540;/ .The average percentage over these two years for éach state
reporting Hard Red Winter and Hard Red Spring wheat was calculated
for each of these two claéses, This percentage by class was taken of
the 1952-1953 average total acres planted'to wheat in the respective
states. The'figﬁre thus determined was used to represent the average
number of acres planted to éuch class of wheat in each 'state during
.the 1952 and 1953 crop. years.

The figure for Montana determined by multiplying the base acreage
of each class of wheat times-the normal yield for such class and the
corresponding figure for ail states are presented in Table IX.g/

The data necessary for calculating the various quotas under Bill
No. 2 have been established. The procedure is the same as that used
for Bill No. 1 except -two of each type of auota must now be detefmined;

From Table I, the national marketing quota for Hard Red Winter
wheat is 523 million bushels, and the quot; for Hard Red Spring wheat

is 185 million bushels.

l/ Ibid., The percentages used in the calculations were slightly
reworked by the author. If the reported acreage of any class of
wheat in any state was less than 1 percent of the total, it was
divided evenly among the significant classes, and any remainder
was added to the class with the highest percentage. This was done
in order to be consistent with the procedure followed for Montana. .

'2/ See Appendix D, Tables II and III for base acreage and normal yield
by class and by state.
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TABLE-IX. PRODUCT OF THE MONTANA BASE ACREAGE TIMES ITS NORMAL YIELD
FOR HARD RED WINTER AND HARD RED SPRING WHEAT AND THE-
CORRESPONDING FIGURE FOR ALL STATES.2/’

_ 25-Year Basis _10~Year Basis
(million bushels) (million bushels)
Hard Red Hard Red Hard Red Hard Red
Item Winter Spring Winter " Spring
Montana Base Acreage
Times Its Normal Yield 46.6 7569 46.6 74.6
Corresponding Figure

for All States . 834.6 . 301.0 819.8 298.8

3/ Taken from Appendix D, Tables. II and TII.

_ Since the normal yields under .Bill No.-2 are determined on a
25-year basis, the two left hand columns of Table IX pertain in this

case. The state marketing quota for Hard Red Winter wheat is calculated’

in equation (16), and that for Hard Red Spring wheat is shown in equation * ¢

(17). 1In order to distinguish between the two classes without introduc-
ing several new symbols, either the equations, the symbols, or the

figures pertaining to Hard Red Spring wheat will be market with an

asterisk. (16) Qs = BN
Q, - 1% BN

Qg = 46.6

517.8 §34.6

Q s

28.9 million bushels




(17 )% Qs = BN
Q, - 1% Z BN

% = 7.9
183.2 301.0
‘Qs = 46.2 million bushels

The state domestic quotas for both classes of wheat are calculated
next, followed immediately by the calculation of the residual of the

marketing quotas.

(18) Ds = Dy
QS' Qn
Ds = o253
28.9 " 523
Ds = 14,0 million bushels
(19)%* Ds - = Dy
Qg Qn
Ds =143
46.2 185
Dy = 35.7 million bushels
(20) R = QS - DS
R = 2809 - 1400
R = 14.9 million bushels
6 = -
(21 )*R Qg Ds
R = 46.2 - 35.7

R = 10.5 million bushels
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In calculating the number of excess acres, the acres needed to fill
each of_the‘mapketing guotas are combined. Table I, Appendix A, presents
the 1949-1958 average yields per planted acre for Hard Red Winter and
Hard Red Spring wheat needed for this calculationfl/w Actually, the
yield“?f_2l.l bushels per acre for Hard Red Winter is thé Montana yield
for all winter wheat, and the yield of 15.4 bushels per acre for Hard
Red Spring wheat is the Montana yield for all spring wheat other than
Durum. However, since the two hard wheat classes account for about
99 percent of the total, these yields are represetative of tﬂe classes.

The number of excess acres is calculated in equation (22).

(22) E = T~f 9 + Qx)
AR
E = 6,376,000 -(28.9 + 46.2
21.1 15.4
E = 2,006,000 aCI‘GSQ

Since under the provisions of Bill No. 2 only marketing quota wheat.
can be sold for use off the farm, the excess acres will be assumed to be
used for the production of barley. This barley production is calculated

below. The 1949-1958 Montana average barley yield per planted acre is

23.5.2/

l/ Net planted acres in the case of winter wheat. Net planted acreagé
is t#otal seeded acreage less amount reseeded to spring wheat.

g/ See Appendix A.
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(23) P = EY)
P = 2,006,000 x 283.5
P = 47.1 million bushels

The total revenue accruing to the Montana wheat industry under
Bill No. 2 is calculated in Table X. Since the same’ support price is .
applied to both Hard Red Winter and Hard Red Spring wheat, their quotas

are combined for purposes of calculating the revenue they bring.

TABLE X. TOTAL MONTANA REVENUE UNDER BILL NO. 2 AT 1958 AND 1959

PRICES.
Number of , 1958 ¢+ . 1959

_ Bushels 1958 Revenue 1958 Revenue
Type of Product (million) Prices (thousand) Prices (thousand)
Domestic Quota Wheat 49,7 $2.22 $110,334 $2.21 $LO§,837
Residual ef the o

Marketing Quota 25.4 1.25 31,750 1.24 31,496

Excess Acres Barley 47.1 .75 35,325 .59 27,789
Total Revenue - $177,409  $169,122

Bill No. 2, Variation 1
This variation of Bill No. 2 is the class—type counterpart of
Variation 2 of Bill No. l. Thus, the norﬁal y;eld for each class of
wheat for éa;h state is the highest annual number of bushels of such
class of wheat per acre harvested in such state during five consecutive
years within the 10-year period immediately preceding the year in which
the first apportionment under this bill is mdde. Again, only Hard Red

Winter and Hard Red Spring wheat are included in the analysis.
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. The national marketing quotas of 253 million bushels for Hard Red

Winter and 143 million bushels for Hard Red Spring are the same as they

were under Bill No. 2.

The state marketing quotas for Hard Red Winter and Hard Red Spring

are calculated below in equations (24) and

(25) respectively.

(24) Qg = BN
Qn - 1% Z.BN
Q 46.6
517.8 = B819,8
Qs = 29.4 million bushels
(25)% Qs = BN
Q - 1% Z. BN
Qs = 74.6
183.2 298.8 .
Q, - 45.7 million bushels

Since the increase of 0.5 million bushels in the marketing quota

for Hard Red Winter over that determined for Bill No. 2 is exactly off-

set by a 0.5 million bushel decrease in the quota for Hard Red Spring

wheat, the total state marketing quota remains the same. Howéver, the

domestic quotas calculated below will not total quite the same under

this .variation as they did previously. This is due to the effects of

changes in: the normal yields which result in relative changes in the

state marketing quotas. These relative changes in the state marketing

quotas in turn result in relafive changes in tﬁe state doméstic quotas.l/‘

N :
‘/ See Appendix D, Table II and Table III

for the normal yield changes.
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The domestic quotas for Montana, are pélculated below.

(26) Dy = Dn
Qs Qn
D T
S = 253
29.4 523
Ds = . 14.2 million bushels
(27)* Ds = Dp
Qg Qn
. Ds = 143
45.7 185
D

s = 35.3 million bushels

The increase in the domestic quota for Montana's winter wheat class
is due to the fact that its normal yield is tﬁe same for each time
period while some of the other states must accept a lower normal yield
under the 10-year limitation. On the other hand,~Montanafs spring
wheat suffers a decrease in its normal yield ﬁnder the 10-~year provision.
This accounts for the decrease in that domestic quota.

Without futher comment, the residual of the marketing quota, the

excess acres for each class of wheat, and the barley production on these

acres are determined in the four equations to follow.

28) R = Q-5

R = 29.4 - 14.2

R = 15.2 ﬁillion bushels
(29F R = Qs - Ds

R = 45.7 - 35.3

R = 10.4 million bushels
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The total revenue under this

64 -

= T —(éé + st)
Y Y %
w w

= 6,376,000 - [29.4 + 45,7
Azlﬂl 1504

= 2,015,000

= EY

= 2,015,000 x 23.5
47.4 million bushels

variation is calculated in Table XI.

Again, the quotas for the two classes of wheat are totaled for purposes

of calculating revenue.

TABLE XI.
1958 AND 1959 PRICES.

TOTAL MONTANA REVENUE UNDER BILL NO. 2, VARIATION 1 AT

| Number of 1958 1959
. Bushels 1958 Revenue  1959° Revenue
Type of Product (million) Price (thousand) Price (thousand)
Domestic Quota Wheat 49.5 $2.22 $109,890 $2.21 '$109,395
Residual of the
Marketing Quota 25.6 1.25 32,000 l.24 31,744
Excess Acres Barley 47.4 « 75 35,550 .59 27,966
Total Revenue $177,440

$169,105

for purposes of comparison.

Control Measures
This completes the quota, production, and income calculations under
all the domestic parify plans outlined in Part III. Before summarizing

the results, the revenue under two control measures will be calculated
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Since Bill No. 2 differs from Bill No. 1 both in the size of the

national marketing quota and the treatment of the excess acres, the

domestic paiity programs such as Bill No. 1 cannot be adequately

compared with the Bill No. 2 type of program. Consequently, a control

measure for Bill No. 2 will be calculated on an All wheat basis.

The second control measure will be the revenue that would accrue

under the present wheat program using the yield and price data applied

to the domestic parity plans,.

The control for Bill No. 2 will be calculated first. Since the

various quotas under this control are largely incidental in that they

are only needed for this revenue calculation, they will simply be

determined in the usual order without any discussion concerning them.

The various equations will be followed by the revenue calculations.in

Table XII.

(32) B = py
Q --1% . £ BN
Qé = _126.6
1,058.3 1,650.2
Qs = 81.2 million bushels
(33) Dg = Dy
- Qg Q
Ds = 615
8l.2 1,069
Dy T 46.7 million bushels
(34) R = Qs.— DS
R = 8102 - 4607

34,5 million bushels




=, -

- 66 -

(35) E=T =~ Us |
Y}
E = 6,376,000 -62222_>
. 17.4
E = 1,709,000 acres
(36) P = EYy
P = 1,709,000 x 23.5

P = 40.2 million bushels

'TABLE XII. TOTAL MONTANA REVENUE UNDER CONTROL MEASURE FOR BILL NO. 2

AT 1958 AND 1959 PRICES.

Number of 1958 1959

: Bushels 1958 Revenue 1959  Revenue

Type of Product (million) Price (thousand) Price (theusand)

Doméstic Quota Wheat 46.7  $2.22 $103,674 $2.21 $10%;207
Residual of the .

Marketing Quota 34.5 1.25 43,125 1.24 42,780

Excess Acres Barley 40,2 .75 30,150 W59 . 23,718

Total Revenue i $179,949 $169,705

The revenue under the present farm program is calculated next. The
1958 Montana wheat acreage allotment of 4’058%327 acres is ﬁsed for this
calculation because the 1958-1959 marketing year was used for the quota
estimates.i/ The prices used are the 1958 and 1959 Montana average

supports for wheat and barley.g/

—/ United States Department of Agriculture, IThe Wheat Sltuatlon,
op.cit., June, 1959, p. 18, Table 7.

2/ See,Appendix.B.
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. With an average yield of 17.4 bushels per harvested acre, Montana
farmers should raise approximately 70.6 million bushels (4,058,000 times
. 17.4) on their allotted acres.

Using the usual figure of 6,376,000 acres for the acres normally
devoted to ﬁhe production of wheat and barley, about 2,318,000 acres
(6,376,000 minus 4,058,000) should be avéilable for barley production.
On the average, these acres will produce 54.5 million bushels (2,318,000
ti@es 23.5) of barley._

The revende from the présent wheat program at the 1958 and 1959
Montana average supports for wbeat and barley is calculated in Table

XIII.

TABLE XIII. TOTAL MONTANA REVENUE UNDER THE PRESENT FARM PROGRAM AT .
1958 AND 1959 PRICES.

Number of 1958 1959
o _Bushels 1958 Revenue 1959 Revenue
Type of Product (million) Price (thousand) Price (thousand)

Wheat 70.6 $1.62 $114,372  $1.61 $113,666

Barley 54.05 75 40,875 .59 32,155

Total Revenue $155,247 '$145,821




PART V
SUMMARY AND CONCLUSIONS

Summary

The'state and national marketing quotas, the state and natiopal
domestic quotas, and the total revenues resulting frem each of the
bills and the two control measures are summarized in Table XIV. 1In
addition, the quotas from Bill No. 2 and its one variation are broken .
down into the separate quotas for Hard Red Winter and Hard Red Sprlng
wheat in Table XV. The tables summarize the results of the analy51s
of Part IV in a more concise manner than can be done with words.
Therefore, oniy the most significant results will be discussed.

'.As can be seen from the tabies, many of the results are very close.
These small differences must, of course, be accepted with caution. This
is particularly true with regard to the revenue totals, because any
rounding error in bushel .calculations can be magnified through multi~-
plication. For example, at 1958 prices, the revenue for Bill No. 2 is
lower than that for its Variatieri° On the other hand, at 1959 prices,
this difference is reversed. This apparent contradiction is due to
rounding error.

The quota figures can be accepted with more confidence. Small
rounding errors in these are not so likely to be magnified through
multlpllcatlon as they are in revenue calculatlons. A good quota to
watch is the state domestic quota. Changes in revenue will be

positively correlated with changes in this quota. If the revenue totals




'TABLE XIV. NATIONAL AND STATE MARKETING AND DOMESTIC QUOTAS AND TOTAL INCOME AT 1938 AND 1959
: PRICES UNDER ALL BILLS ‘AND CONTROL MEASURES

Blll . —
No. 1  Bill Bill Bill Bill  Current
Bill 75¢ No.. 1l No. 2 Bill No. 2 No. -2 - Program
Item No. 1 Wheat Var. 1 . Var. 2 No. 2 | Var. 1 Control Control
-National Marketiné Quota ‘
.(million bushels)’ 943.0 943.0 868.0 943.0 708.0 708.0 1,069.0 ‘---
National Domestic Quota o
(million bushels) 489.0 489.0 489.0  .489.0 396.0 396.0 615.0 -
State Marketing Quota
(million bushels) 71.6 71.6 65.9 72.6 75,1 75.1 8l.2  ---
State Domestic Quota . ,
(million bushels) 37.1 37.1 37.1 37.6 49.7 49.5 46.7 ---
l9§éLRevenue - .
(thousands) $171,075 ---  $170,562 $171,650 $177,409 $177,440 $179,949 $155,247

1959 Revenue ) B o
(thousands) - $166,429 $154,246 $165,403 $167,094 $169,122 $169,105 $169,705 $145,821

- 69_
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TABLE XV. NATIONAL AND STATE MARKETING AND DOMESTIC QUOTAS UNDER BILL.
NO. 2 AND ITS VARIATION FOR HARD RED WINTER AND HARD RED -
_ SPRING WHEAT. - S '

Bill No. 2 - Bill No. 2, Variation 1

Hard Red Hard Red . .  Hard Red -Hard Red
Item Winter - Spring Total Winter - Spring Total

. Million Bushels
W) o * VIR B TR ,‘}

"National Marketing..

Quota. . 523.0 185,0 708.0 523.0 185.0 708.0
National Domestic

Quota . 253.0 143.0 396.0 253.0 143.0 396.0
State Marketing
" Quota 28.9 . 46,2 T 75.1 29.4 45,77 T 75.1
State -Domestic -

Quota 14,0 35.7 49,7 14,2 35.3 49.5

from two or more plans of the same type, say Bill No. 1 and its varia-
tions are being compared,_this'relationship'can~bé used 'to détermine:
the prbper direction of.small revenue changes.

There are some éignificant'differences‘in'the total revenues.: The -
domestic parity plan which produceé the' lowest total revénue, Bill No. 1,
Variation 1 still brings about $15,000,000 more revenue tqlMontanaw
‘_fgrmers than does the present program at 1958 prices. ' This difference
is even greater ét'l959.prices because of the lower barley supports. .
Even if the price of wheat from the exceSS'acres‘drops as low as
75. cents a bushel, a program such as Bill No. 1 still brings more revenue
than the present program at 1959 prices.

There is also a noteworthy difference between the tofal revenqesl

from the Bill No. 1 type domestic parity plan, which treats wheat as one
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commodity, and the type which recognizes classes of wheat. However, the
higher total revenue under the class-type bill is due to the-inclusion
‘of wheat used for fegd, seed, and industrial purposes in the national -
marketing quota. :Notice that the state marketing and domestic quotas .
are also higher under Bill No. 2 than under Bill No. l. The control
for Bill No. 2 represents the plan which does not recognize classes of
wheat. Since the(revenue from this contrel is even slightly higher than
that from the class-type bill, it appears that the difference in Tevenue
between Bill No. 1 .and BilliNo. -2 is due entirely to the higher national
marketing quota:provided by-the latter..

It does notiméke much?aifference to the Montana wheat industry as -
a whole which time period is selected for deriving the normal yields.
Under the program which treats wheéat-as one commodity, there -is a slight
advantége fo; Montana under the 10=-year provision, as can be seen by
comparing the state marketing and domestic-quotas. If the same normal
ylelds were used over a period of years, as it appeafs they might be
from reading the bills, thls slight annual advantége-could result in a
significant total.l/

Under the class-type bill, the total state marketing and domestic
guotas again indicate that it would make liftle difference to the M@ntana
wheat industry as a whole which time period iis selected.. Héwever,,

referring this time to Table XV, the individual marketing and domegtic

—/ All the bills represented in thig analysis state that the normal

: yield of the state shall be determined within the 10 (25) year
period immediately preceding the year in which the first apportlon-
ment under the bill is made.
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éuotas for Hérd Red Winter and Hard Red Spring show thét the 10-year
provision would better the position of Montana's winter wheat producers
and worsen the position of its spring wheat producers in relation to
one another and to wheat producers as a whole. This éould not happen
on a nation-wide basis, however. The national domestic quotas for both
classes of wheat remain the same in either case. Therefore, though the
apportionment between the states would be changed because of the 10~-year
limitation, the total apportionment for each class. would remain the
same. For example,.thé reduction in Montana's normal yield for ‘Hard -
Red Spring wheat under the 10-year provision lowered the "corresponding
figurg for all states." This increased the quota for the states which
did not suffer a normal yield decrease under this provision and lowered
the quota for Montana.

One final point should be made in this summary. The results of
Bill No. 1, Variation 1 point out that deductions from the national !
markefing quota for suplus disposal purposes, etc., do not reduce
total revenue excessively."This is because such deductions do not
affect the state domestic qugta, which p;ovides for the wheat that

receives the highest price.

Conclusions
The results arrived at through this study are bésed on many
assumptions. However, checks have been used whenever possible. Aside
from the control programs for which ‘revenues have been calculated; the

same price, where appiicable, and yleld data have been applied
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throughouﬁo Thus, any future changes in these variablés should affect
all results in a similar manner.

Perhaps the most.vulnerable of the assumptions are those made in
drawing up the bills themselves. It would be pure folly to assume that
any bill passed by Congress would be.'exactly like any one of the plans
studied herein. However, as stated in Part I, it is believed that if
and when a domestic parity plan becomes a reality, it will be similar
in its essential characteristics to at least one of the plans studied
in this work.,

Accepting the aséumptions made herein, the results of this analysis'
show the hypothegis set forth in‘Paft T to be false. . The incorpoiation
and implementation of a domestic parity plan will increase, rather than
decrease, the total revenue received by the Montana wheat industry
compared to:the revenue received under the ﬁresent wheat ﬁrogram.

It is difficult to detérmine which of the two types of domestic
parity plans is the most desirable. If the'class-type plan must
restrict the use of the excess acres to something other than wheat,
this plan would tend fo prolong the barley surplus problem. -On the
other hand, unrestricted use of the excess acres might result in the
continuation of the wheat surplus problem. The number of excess.acres
for Montana seems to be about the.same or slightly higher under the
domestic parity plans studied than the approximately two million agcres
under the present program. The same would probably be true of -other

states.
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In view of these possibilities, acreage restrictions may be

desirable, at least during the initial years under a domestic partty

program. On a per acre basis, the acreage restrictions under such a

plan would not create the same hardship they do under the present
program, since they would presumably prevent the production of only
the lower priced wheat, or in the case of the class-type bill, the

production of barley. This appears to be one of the agVantages of a

~ domestic parity plan. A given production or marketing restriction

would not reduce farm incomes as much as it does under the present
program. ‘

Tﬁe greater flexibility under the Bill No. l;t?pe plan would
provide better conditions for possible adjustments between wheat and
the feed grains. Whether or not such adjustments would result is
beyond the scope of this study. However, the program which allows
economic forces to bfing abéut such adjustmehts, other things
remaining equal, seems the most desirable.

The imbalance between the various classes of wheat mentioned
earlier would seem to speak in favof of the class-type program.
However, if the average market price should achieve a level somewhere
above the support price at 60 percent of parity, the proper balance
could be brought about by the pricing mechanisﬁ. It is the opinion
of this writer that the presen£ imbalance is the result of supports
5eing Higher than the market price combined with theNlack of any pro=-

visions for classes of wheat. Such provisions should not be necessary
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if the market price prevails. At any rate, a domestic parity plan can
provide income suppert through the stabilization certificate idea with-

out necessarily interferring with the alloéatiye fundfion:of pricess.

Further Research
It would seem desirable to exténd this study to the farm level
in order to determine the effects of a domestic parity plan on the
Montana wheat farm.  Among the main bbjectives of the study should be

the determination.of the effects of such a program on.(l) the distri-

‘bution of income between and among Montana wheat farms with regard to

size, (2) the %Tiocation of resources at the farm level, and (3) the
freedom of the eﬁtrepreneur to make managerial decisions. Much of the
machinery and many of the calculations pro?ided by this analysis could
be used in such a study. |

In the course of' this work, a need for more data with regard_to
the planﬁed and harvested acfeages, and the production of wheat by
class and by state has been pointed out. Whether or not the cost of

obtaining such data would be justified cannot be determined here.

,However, if class-type wheat programs are to be considered, such

information will definitely be needed if accurate appraisals are to be

made.




~ 76 -

APPENDICES




- 77 -
APPENDIX A

TABLE I. 1949-1958 MONTANA AVERAGE YIELD PER PLANTED ACRES FOR ALL
WHEAT, HARD RED WINTER WHEAT, HARD RED SPRING WHEAT, AND
BARLEY, AND ACREAGE NORMALLY DEVOTED TO WHEAT AND BARLEYoE/

1949-1958 Average . )
Yield Pexr Net 1949-1958 Average

Planted Acre.ﬁ/ Acreage Devoted
Item (bushels) To Wheat and Barley
ALl Wheat®/ o 17.4 5,324,000
Hard Red Winter Wheatg/ 2l.1 h N
Hard Red Spring Wheat@/ 15.4 | R
BarleyS/ 23,5 1,052,000
Total Acreage ) 6,376,000

—/ All averages calculated by the author from data in the work cited.

—/ Wheat: '
1949-1958: Montana Department of Agriculture, Moptana Agricultural

Statistics, Helena, Montana, December, 1956, p. 97; 1956: Ibid.,
December, 1958, pp. 15, 32, and 363 1957: Montana Department of
Agriculture, Montana County Wheat Estimates, Preliminary 1957,
Helena, Montana, April 15, 1958. 1958: Montana Department of
Agriculture, Final Crop.Estimates; Helena, -Montana, December 1,
1938. ‘

Barley:

1949-1957: Montana Department of Agriculture, Montana Agrlcultural
Statistics, op.cit., .December, 1958, p. 98v

Q/ Net planted acreage is total planted acreage less amount reseeded
to spring wheat.
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APPENDIX B

CALCULATION OF THE WHEAT AND BARLEY PRICES USED IN THE STUDY

Wheat Pricesi/

_ The 1958 Montana average price support for wheat is calculated as
a weighted average of the announced 1958 wheat price support for selected
Montana counties. The 1954-1957 average production of the counties
chosen is used in weighting the support price for each countyog/
Selection of the counties was based on their location and their normal
wheat and barley production. The 1954-1957 everage production of wheat
and barley and the 1958 support price data for the selected counties
are presented in Table I.

Letting (X) equal the 1954-1957 average production and (Y) equal

the 1958 announced support price for each of the selected counties,
the 1958 Montana weighted average support price is calculated ;n

equation(l) below.

(1) Montana Average Wheat Support = 2 XY
2 X
Montana Average Wheat Support = 38,681,318.25
25,906,675.00
Montana Average Wheat Support = $1.62

e

Protein premiums and quality discounts have been 1gnored for
purposes of this analysis,

Qi

1958 production was not included because such data by counties
was not readily available.
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The $1.62 calcﬁlated in equation (1) is based on a national average
support price for wheat of $1.82, which is 75 percent of the 1958 parity
price of $2°42 per busheloi/ Since the difference between the hational
average and the Montana average support rates is 2Q cents, parity to
Montana wheat producers is $2.22 per bushel (2.42 - .éO)ng/ ’At a
support rate of 60 percent of parity, the 1958 ﬁational average support
rate would be $1.45. Thus, support at this level to Montana producers
is $1.25 (1.45 = .20).

Although the 19%9 wheat price support is still based on a parity
price of $2.42 (announced April 30, 1958), the "advance" minimum national
average support for 1959,is $1.81 per bushel (announced May 1, l958).§/
This lower support is due to an allowance of 1 cent per bushel to
complete the transition from old té new parity. Thus for 1959, Montana
parity is $2.21, aﬁd support at 60 percent of parity is $1.24.

The corn-equivalent price for wheat is based on the new corn pro-
gram which provides a minimum national average price support for ¢orn
at 90 percent of the average price during the three preceding calendar

yearsoﬁ/ This average for the calendar years 1955-1957 is $1.34 per

1/

United States Department of Agriculture, The Wheat Situation,
Washington; Do C., Agricultural Marketing Service, August, 1958,
p. 17.

2/ Freight and handling charges account for the difference between
the national and the Montana support prices.

§/ United States Department of Agriculture, The Wheat Situation,
opscit., p. 25, footnote four.
a/

United States.Department of Agriculture, The Feed Situation,
Washington, Ds C., Agricultural Marketing Service, April, 1959, p. 9.
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bushel.i/ Ninety percent of this figure is $1.21 per bushel. "Since
wheat has an estimated average feeding value of 10% percent of that of
corn on an equal weight basis, equivalence in feeding value is reached
when a 56-pound bushel of corn selis for 89 per cent of the price of a
.60-p9und bushel of wheat."g/ On this basis, the national average
corn-equivalent price of wheat is equal tQ.$l.2l divided by .é9 or
$1.36. Deducting the usual 20 cents, the Montana corn—equiyalenf'
price for 1958 is $1.16. ‘ p

The announced minimum ﬁgtional average support for the 1959 corn
_crop is $1.12 per bushel.é/ A figure of $1.26 is obfained by dividing
this price by .8§; Again deducting the 20 cents discount, the 1959‘

corn-equivalent price of wheat for Montana is $1.06 per bushel.

Barley Priceé
The 1958 Montana average price support for barley is calculatéd
as a weighted average of the support price for selected counfies in
exactly the same manner.as the wheat support was derived. The same
counties are used for both calculations. The barley production and

price support data are found in Table I. .

%/ Ibid., October, 1958, p. 34, Table 19.

2/ Helen C. Farnsworth, Multiple Pricing of American Wheat, Present
System vs. Two-Price Plan, Stanford, "California, Stanford University,
Food Research Institute, 1958, p. 28, footnote ll°

_/ Unlted States Department of -Agriculture, The Feed Sltuatlon, op cit.
April, 1939, p. 9.
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APPENDIX B

TABLE I. 1958 SUPPORT PRICES AND THE 1954-1957 AVERAGE PRODUCTION OF

, WHEAT AND- BARLEY IN SELECTED MONTANA COUNTIES.a/
Wgeat 1 4 Barley
153:;3327' 19588/ lgiﬁéiiil 19588/
Production County Production County
Courity (bushel). Support (bushel) ‘Support
Flathead ' 861,950 $1.56 554,475 $.79
Chou teau 10,210,275 1.60 - 3,879,200 .75
Valley ' 4,235,550 1.68 1,053,975 .76
Fergus 3,802,950 1.60 1,639,150 LTS
~Gallatin 1,755,000 1.60 1,215,625 .75
Yellowstone 2,069,625 1.60 991,750 .74
.Eallon 971,325 1.73 324,425 .80

é/ Averages calculated by the author.

9/ Wheat:
1954-1955: Montana Department of Agriculture, Montana Agricultural

Statistics, Helena, Montana, December, 1956, pp. 89-96; 1956-1957:
Ibid., December, 1958, pp. 32-37.

E/ United States Department of Agriculture, 1958-Crop Wheat Price
Support Regulations, 1958 C. C. C. Grain Price Support Bulletin 1,
Supplement 2, Wheat, Washington, D. C., United States Government.
Printing Office (Reprinted from Federal Reglster of July 31, 1958,
23 F. R. 5764), 1958, p. 4.

Montana Department of Agriculture, Mentana Agricultural Statlstzcs,

op.cit., December, 1958, pp. 70=97.

2/ United States Department of Agriculture, 1958-Crop Barley Price
Support Regulations, 1958 C. C. C. Grain Price”Support Bulletin 1,
Supplement 1, Barley, Washington, D. C., United States Government
Printing Offlce (Reprint from Federal Reglster of May 22, 1958,

23 F. R. 3492), 1958, p. 5.
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. - Again letting (X) equal the 1954-1957 average production and (Y)
equal the 1958 announced support price for.each of the counties, the
1958 Montana weighted average suﬁpbrt price for barley is calculated in

equation (2) below.

Z XY
2 X

(2) Montana Average Barley Support =

Montana Average Barley Support = 79296,472.5
’ 9,676,600.0

~ Montana Average.BarleY'Support = 75 cents

Thus from equation (é), the'Montana average support price for.
barley for 1958 is 75 cents per bushel. This price is based on a
national average support price of 93 cents per bushel.l/ Therefore,
the Montana barley support i1s 18 cents below the national average.

The announced national avérage.barley support for 1959 is 77 cents
per bushel.g/ Based on thenabove-éalculated difference between the
Montana aﬁd the national average support prices of 18 cents, thg 1959

Montana average support is 59 cents per bushel.

Y/ 1pid., p. 10, Table 5.
2/ 1bid.
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APPENDIX C

The costs per bushel of producing wheat and barley in Montana are
derived as weighted averages of the costs per acre of producing each of
these commodities in three areas of the stateol/ The areas covered by
the cost data are the Triangle, South Central, and Northeast portions
of Montana.

As can be seen in Figure 1, these three areas present a good deal
of the commercial wheat producing area of the state. This is further
illustrated by the total acres planted to wheét'and barley in these
three areas in 1955, as indicated in Table I and II of this Appendix,
in relation to the totals for the entire state. The total acreage
planted to wheat in Montana in 1955 was 4,747,000 and that of barley
was 1,404,000.2/ Thus, the areas used cover about 87 percent of the
total wheat acreage and‘85'percent of the total barley acreage for

that year.

i/ The cost per acre of producing wheat and barley in these areas
were obtained from unpublished data compiled by LeRoy Rude of the
United States Department of Agriculture, Agricultural Research

" Service, Bozeman, Montana.

2/ Montana Department of Agriculture, Montana Agriculiural Statistics,

Helena, Montana, December, 1956, p. 97 and p. 4l.
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Figure 1. The Triangle, South Central, and Northeast Areas of Montana from Which the
Wheat and Barley Cost of Production Data Was Taken.
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The cost_data used for this study were those compiled.for an 830-
acre farm at 1958 prices.i/ The items used in compiling the costgh
were (1) cash expenses, (2) seed, and (3) depreciation. This compilation
excludes the returns to land, labor, and ﬁanagement. However, since
the-:elatipﬁship between théfcosts of producing wheat and barley is the
determining factor in an iso-cost -- iso-revenue analysis, this
omﬁission should not impair the results.

The éosts on- this 830-acre farm of producing wheat and barley in
éach of the three areas were weighted with the respective wheat and
barley acreage planted in such area in 1955.2/ Tables I and .II

illustrate this weighting process.

l/ The data for the 830-acre farm were selected in preference to cost
data which-were also available for 400, 1,200, and 1,700 acre
farms. This selection was made because it was felt that the 830-
acre size farm was the most representative. Ideally, an average
of the costs weighted by the total acres in each of these three
size groups should have been taken, but the necessary data were
not available.

2/ -The year 1955 was chosen because it was an allotment year, and
because it is the latest year for which revised estimates of net
planted acreage were readily available.




- 86 - 7

TABLE I. CALCULATION OF THE WEIGHTED AVERAGE OF THE COST PER ACRE
' OF PRODUCING WHEAT IN MONTANA

Wheat Acrésé/ )
Net Planted Cost fﬁm Cross .

Region ' 1955 AcreX Product
Triangle 2,053,900 x $6.72
South Central 329,100 x 6.37
Northeast _ 730,500 x  6.02

Accumulative Total 4,113,500 26,316,185

Weighted Average = $26,316,185 =+ 4,113,500
Weighted. Avérage = $6.40 per acre

E/ Montana Debartment of Agriculture, Montana Agricultural Statistics,
Helena, Montana, December, 1956, pp. 89-96.-

E/ The cost data compiled for wheat were actually for winter wheat in
the Triangle and South Central areas and for spring wheat in the
Northeast. However, because of the predominance of these types of
wheat in the respective areas, this is not considered to seriously
impair the validity of using these figures as representative of the
cost of producing all wheat in these. areas.

The cost per bushel of producing wheat is calculated by dividing
the cost per acre of $6.40 by the states average wheat yield of 17.4

bushels per harvested acreol/ The cost thus calculated is 37 cents

per

1/

- See Appendix A

barley.

I
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TABLE II. CALCULATION OF THE WEIGHTED AVERAGE OF THE COST PER ACRE
OF PRODUCING BARLEY IN MONTANA.

Barley'Acresﬂ/ Cost Per . Cross
Region Planted 1955 : Acre Product
Triangle 654,800 X $6.31
South Central 121,400 X 6.03
Northeast 420,000 . x 5.65
Accumulative Total 1,196,200 : 7,236,830

$7,236,830 £ 1,196,200
$6.05 per acre

.Weighfed Average
Weighted Average

a/ ' ..
—/ MontanarDepartment of Agriculture, Montana Agricultural Statistics
Helenay -Montana, December, .1958, pp. 70-97. '

The cost per bushel of producing barley is $6.05 divided by 25.3
busheis per harvest ac¥eol/ This results in a cost of 24 cents'per
bushels.

These per bushel costs perhaps seem very lows Howevér, it must
be remembered that the returns to land, labor, and management are not

included.

Y i,
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'“APPENDIX,D

TABLE I. ALL WHEAT: BASE ACREAGE —/ NORMAL YIELD, —/ AND THEIR PRODUCT,

BY STATES.

‘Base Base
o NormaL-/ _Acreage " - Normalg/ Acreage

o - Baseg/ Yield Times Nor- Yield Times Nor-

: Acreage (25 Years) mal Yield . (10 Years) mal Yield

State . (thou.) (bu.) (thou. bu.) (bu.) - (thou. bu.)
Alabama 20,0 21,0 420,0 21,0 420.0
- Arizona 25,0 31.0 775 .G 31.0 775.0
Arkansas 79,0 22.8 1,801,2 22,8 - 1;801.2
California 664 .5 21.2  14,087.4 21.2 14,087.4
Colorado 3,919.5 20,2 79,173.9 16.9 66,239.5
Delaware 57.5 26.0 1,495.0 26.0 1,495.0
Georgia 156.5 19,0 2,973.5 19,0 2,973.5
Idaho 1,769.0- 33.0  58,377.0 33.0 - 58,377.0
Illinois 1,999.0 30,5 60,969.5 30.5 60,969.5
Indiana 1,601.5 29.5 47,244,.2 29.5 475244,.2
Towa 165.0 26.9 4,438,5 26.9 4,438.5
Kansas 14,691.5 18.9 ., 277,669.4 18.9 277,669.4
Kentucky 373.5 22.9 8,553,2 22.9 8,553.2
Maryland 276.0 25,3 ,982 8 25,3 6,982.8
Michigan 1,481.0 - 31.2  46,207.2 31.2 .46,207.2
Minnesota ' 1,123.0 22,2 24,930.6 - 22.2: ., + 24,930.6
Mississippi 42,0 27.2 1,142.4‘ 26,1 1,096,.2
Missouri . 1,611.0 28,7 46,235.7 - 28.7 46,235,7
Montana 6,207.5 20.4 126,633.0 20.4 126,633.0
" Nebraska 4,542,0 - 24.8 112,641.6 24.8 112,641,6
Nevada 19.5 32.6 635.7 32.6 635.7
New Jersey =~ 107.0. ' . 30.4. 3,252,8 : 30.4 - -3,252,.8
New Mexico 640.0 12.8 8,192.0 12.4 7,936.0
New York © 467.5 32.3 15,100.2 : 32,3 - 15,100.2
\North Carolina 444.5 22,2 9,867.9 22,2 9,867.9
North Dakota 502,55 - 17.3 181,693.2 16.7 175,391.8
Ohio 2,341.0 27.2  63,675.2 27.2 63,675.2
Ok 1ahoma 6,708.0 5.6 104,644.8 15.6 104,644.,8

See footnote at end of table.
See footnote at end of table.

See footnote at end of table.

& R &

See footnote.at end of table.
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TABLE I. (Continued)
.. Base , . . Base
o e Normalé/ Acreage Normalﬂ/ Acreage
Base :Yield Times Nor- Yield Times Nor-
" Acreage (25 Years) mal Yield (10 Years) :mal Yield
State {thou.)  (bu.) (thou. bu.)’ (bu. ) (thou. bu.)
Oregon 1,242.5 3l.4 39,014.5 3l.4 39,014.5
Pennsylvania 877.5 27.4 24,043.5 27.4 24,043.5
South Carolina 202.0 20,2 4,080.4 20,2 4,080.4
South Dakota 3,943.5 15,1 59,411.0 15.1 59,411.0
Tennessee 299.0 19.3 5,770.7 19.3 5,770.7
Texas 5,411.0 13.6 73,589.6 13.6 73,589.6
Utah 464.,0 24,1 11,182.4 20.7 9,604.8
Virginia 386.0 24.5 9,457.0 24.5 9,457.0
Washington 3,074.0 32.8 100,827.2 32.8 100,827.2
West Virginia 68.5 24.0 1,644.0 24,0 1,644.0
Wisconsin . 74.0 27.1 2,005.4 27.1 2,055.4
Wyoming 462.0 20.2 9,332.4 19.6 9,055.2
Total 1,650,171.0 1,628,778.3
a/

The base acreage for any state is the annual average of the acres
planted to wheat in such state during the 1952 and 1953 crop years.

The normal yield of a state is calculated as the highest annual aver-
age yield per harvested acre during five consecutive years (1) within
the last 25 years (1934-1958) and (2) within the last 10 years
(1949-1958).

Acreage Datas 1952: United States Department of Agriculture, Crop
Production, Washington, D« C., Agricultural Marketing Service, Annual

Summary, 19533 1953: Ibid., Annual Summary, 1954..

Yield Datas 1934-1943: United States Department of Agriculture, Wheat
Acreage Yield, and Production by States, 1866-1943, Statistical
Bulletin No. .19%8, Washington,™. C.; United States Government Print-
ing Office, February, 1955 pp. 2-265 1944~1949: United States Depart-
ment<of Agriculture, .Crop Production-Revised Estimates 1944-1949,

Acreage, Yield, and Production of Principal .Field Creps by States,

Statistical Bulletin No. 1084 Washington, D. C., United States Govern-
fient Printing Office, March, 1952, pp. 7-83 1950-1958: United States
Department of Agrlculture, .Crop Productlon, Annual Summaries.
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APPENDIX D
TABLE II. HARD RED WINTER WHEAT: BASE ACREAGE, NORMAL YIELD,.AND
THEIR PRODUCT, BY STATES. ' '
L ! L
. Base Base
. Nbrmalé/ Acreage Normaié/ Acreage.”
Based/ Yield Times Nor- Yield Times Nor-
Acreage (25 Years) mal Yield (10 Years) mal Yield
State (thou.) (bu.)  (thou. bu.) (bu.) (thou. bu.)
Arizona 5.0 31.0° 155.0 31.0 155.0
Arkansas 5.0 22.8 114.0 22.8 114,0
Colorado 3,692.2 20.2 74,582.4 17.0 62,767.4
Idaho 753.6 29.0  21,854,4 - 29,0 21,854.4
Illinois 1,067.5 30.5  32,558.8 30.5 . 32,558.8
Indiana 64.1 29.5 1,891.0 29,5 1,891.0
Towa 1449 27,3 3,955.8 27.3 +-3,955.8
Kansas 14,619.5 18.9  276,308.6 18.9 276,308.6
Kentucky 9.7 22,9 222,1 22.9 222.1
Michigan 22,2 31.2 692.6 31.2 692,6
Minnesota - 58.4 23.5 1,372.4 23.5 1,372.4
Missouri 824.8 28,7 - 23,671.8 . 28.7 23,671.8
Montana : 1,893.3 . 24.6. 46,575,2 24,6  46,575.2°
Nebraska 4,487.5 24.9 111,738.8 24.9 111,738.8
Nevada 1.2 31.4 37.7 31.4 37.7:
New Jersey 1.2 30.4 36.5 30.4 36.5
‘New Mexico 615.7 13.4 -'8,250,.4 11.8 74265.3
Ok lahoma 6,708.0 15.6  104,644.8 15.6 104,644.8
Oregon 54.6 31.8 1,736.3 31.8 1,736,3
Pennsylvania 15.8 27.4 . 432.9 27.4 432,9
South Dakota 428,9 21.8 9,350.0 21.8 9,350.0
Tennessee 3.9 19.3 75.3 19.3 75.3
Texas 5,183.7 13,6 70,498.3 13.6 70,498.3

E/ See footnote at end of table.

9/ .See footnote at end of table.
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TABLE II. (Continued)
. Y Base . Base
o .Normalg/ Acreage ‘Normalé/ Acreage
Basei/ ‘Yield Times Nor~ ~ Yield Times Nor-
AcTreage (25 Years) mal Yield (10 Years) mal Yield
State -( thou.) . "(bus) (thou. bu.) (bu.) (thou. bu.)
Utah 342,4 21.2 7,258.9 16.7 5,718.1
Washington 854.6 33,4 28,543.6 33.4 28,543.6
Wisconsin 4.6 27.8 127.9 27.8 127.9
Wyoming 376.1 21.1 7,935.7 19.8 7,446.8"
Total 834,621.2 819,791.4

i/ Acreage Data: -The average of the 1949 and 1954 percent of the total
wheat acreage that was planted to Hard Red Winter wheat was calcu-

Iated. (Percentage Data: S. C. Salmon and

L. P. Reitz, Distribution

of the Varities and Classes of Wheat in the United States in 1954,

Agriculture Handbook 108, Washington, D. C., United States Government

Printing Office, 1957, pp. 84-86, Table 12.)

This percentage was

taken of the base acreage for each state, as presented in Table I
of this Appendix, to represent the 1952 1953 average acreage planted

to Hard Red Winter Wheat°
—g:,»-‘..i_ e

Yield Datas 1934~ 1943-w

Unlted States Department of Agriculture;:

Wheat Acreage, Yield, and:Production by:.States 1866:1943, Statistital.

Bulletin No. 138, Washington, D. C., United
Printing Office, February, 1955, pp. 28-48;

States Government
1044-1949: United States

.Department of Agriculture, Crop Production Revised Estimates,

. 1944-1949, Acreage, Yield, and Production of Principal Field Crops

by States, Statistical Bulletin No. 108, Washington, D. C., United
States Government Printing Office, March, 1952, pp. 9-10;

1950-19583

United States Department of Agrlculture, Crop Production,

Washington, D° C., Agricultural Marketing Serv1ce, Annual Summarles.
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TABLE III. HARD RED SPRING WHEAT: NORMAL YIELD, BASE ACREAGE, AND THEIR
: PRODUCT, BY STATES. : ' '

Base Base

Normal@/ Acreage Normalg/ Acreage

WBaseE/ Yield Tdimes_Nor- Yield Times Nor-

Acreage (25 Years) mal Yield (10 Years) mal Yield
State - (thou. ) (bu.)  (thou. bu.) - {bu.) (thou. bu.)
Colorado 227.3 19.9 4,523.3 19.6 ' 4,445,1
Idaho 107.9 38.3 4,132.6 38.3 . 4,132.6
Towa. ' 18.%5 22.9 423.6 22.9 423.6
Minnesota . 1,007.3 22.3 22,462.8 22.3 22,462.8
Montana 4,314,2 . 17.6 75,929.9 17.3 74,635.7
Nebraska 54.5 16.6 904.7 13.5 735.8
New Mexico . 24.3 16.5 401.0 16.5 . 401.0
North Dakota 8,086.9 17.0 137,477.3 17.0 137,477.3
Oregon- . 23.6 29.0 . . 684.4 29.0 684.4
South' Dakota '3,293.2 13.9 45,775.5 13.7 45,116.8
Wiséonsin 52.9 26.5 1,401.8 26.5 1,401.8
Wyoming 376.1 18.2 6,845.0 18.2 6,845.0
Total ' 300,961.9 : 298,761.9

~r

é/ Acreage Data: The base acreage of Hard Red Spring wheat for each of )
the above states was calculated in the same manner as described for
Hard Red Winter wheat in Table II of this Appendix.

9/ Yield Data: 1934-1943: United States Department of Agriculture,
Wheat Acreage, Yield, and Production by States, 1866-1943, Statisti-
cal Bulletin No. 158, Washington, D. C., United States Government
Printing Office, February, 1955, pp. 51-63; 1944-1949: United States
Department of Agriculture, Crop Production, Revised Estimates, 1944-
1949, Acreage, Yield, and Production of Principal Field Crops by
States, Statistical Bulletin No. 108, Washington, D. C., United
States Government Printing Office, March, 1952, p. 113 1950-1958:
United States Department of Agriculture, Crop Production, Washing-
ton, D. C., Agricultural Marketing Service, Annual Summaries. )
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APPENDIX E
The domestic parity plans considered herein are "condensed" in
the sense that only factors relevant to this analy51s, or those. necessary
for an understanding of the operation of the programs are included._/
The bills are merely, presented here. All discussion concerning them

is found in the text.
:Bill No. 1

Section 1. National Marketing Quota

Not later thaﬁ May 15 of each carendar year, the Secreatary of Agri—
culture shall proclaim a national marketing quota which shall be in
effect with respect to the marketing of wheat during the marketing year
beginning on July 1 of the next succeeding calendar year. The national
marketing quota for any marketing year shall be équal to the number of
bushels of wheat he determines wi;l be consumed as human food in the
continental United Stafes or outside.the continental United States by
member of thé Armed Forces during sﬁch marketing year and the number

of bushels which will be exported during such marketing yeaf.

l/ The bills presented herein are a synthesis of three bills referred
to the committee on Agriculture (or Agriculdure and Forestry) during
the first session of the Eighty-sixth Congress. The bills cited are
(1) Wheat Stabilization Act of 1959, H. R. 4716, introduced by
Representative Johnson, February 18, 1959, (2) Wheat Income Improve-
ment Act of 1959, H. R. 4991, introduced by Representative Burdick,
February 25, 1959, (3) Wheat Stabilization Act of 1959, S. 1140,
introduced by Senator Carlson and others, February 19, 1959. Though
not marked, much of the language of the original bills has been
quoted directly.
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Section 2 Apportionment of the National Marketing Quota

(a) Apportionment of the national quota among the states:

The national marketing quota for wheat, less a.reserve of not more
than 1 percent thereof t0 be apportioned as provided by this subsection,:
éhall be apportioned by the Secretary among the states which presently
feceive acreage allotments in such manner that thg quota of any state
will bear the same ratio to the national marketing quota as a. figure
determined ‘by multiplying the base acreage of such state by ité normal
yield bears to the corresponding figure for all states. .

.The base acreage of a state shall Se the average number of acres
planted to wheat in such state for the 1952 and 1953 Crops.

The normal yield of the state shall be the higheét annual average
number of bushels of wheat per gcre harvested in such state during five
consecutive years within the 25—year period immediately preceding the
year in which the first such apportionment is made.

:Not more than the 1 percent reserve:set aside from the national
marketing quota shall be used to make allotments to counties, in addition
to the county allotments made in subsection (b) of this section, on the
basis of the relative needs of counties for additional allotment because
of reclamation and other new areas coming into production after 1953
and to make other equitable adjustments.

ﬁb) Apportionﬁent of the state quota among the counties:

‘The state marketing quota for wheat, less a resg;&e of not more than

2 percent thereof for apportionment as provided iin .subsection b) of ‘this
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section, shall be apportioned by the Secretary among the counties in the
state in such manner that the quota of any county will bear the same
ratio to the state quota as a figure'determined by multiplyind thé base -
acreage of such county by its ﬁormal yield bears to the corresponding
figure for all of the counties'iﬁ such state.

The base acreage of a county shall be. the average number of acres
planted to wheat in such county for the 1952 and 1953 crops.

The normal yield of a county_shall.be the highes£ annual‘a;erage .
number of bushels of wheat per acre harvested in such county during
five consecﬁtiVe years within the 25—yea; period. immediately preceding
the.yegr for which the first such apportionment is made.

{c) Apportionment of the county quota among tﬁe iﬁdividual farms:

: The county quota shall be apportioned by the Secretary, through

local committees, among the farms within the county on Wthh wheat has
been planted during any one of the three marketing years immediately
preceding the marketing year in which the allotment is made aéd‘on‘which
wheat was planted for the 1952 and 1953 crops, in such manner that the
quota of any farm shall bear the same ratio to the county quota as a
figure determined by multiplying the base a;reage of such farm by its
ndfmal yield bears to a éorre§ponding figure for all of the farms in
such county entitled to receive a farm marketing quota for wheat.

The.base acreage of a farm shall be the average number of acres
planted to wheat on such farm for the 1952 and 1955 crops, with adjust-

ments for abnormal weather conditions during such years and for the
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effects of diversion of acreage under previous soil conservation
programs.

The normal yield of a farm shall be -the average annual yield of

-ggéh farm for the 10 years .immediately preceding the year for which

the apportionment is made, as determined by the county committee.
Not more than the 2 percent reserve set aside from the state
marketing quota shéll be used fér apportionment to farms Bn which
wheat has not been planted during any of the three marketing years.
immediately préceding the marketing year in which the allotment is
made or on which.wheat was not planted for the 1952 and 1953 crops
or for making adjustments for abnormal weather condifioﬁs existing

during the 1952 and 1953 Crop years.

Section 3 : Marketing of Wheat ’
Beginning with the first day of the first marketing year for

which this marketing quota and stabilization certificate program is

‘in effect, no person-engaged in the processing of wheat into food

products composed wholly or partly of wheat shall market any such
product for domestic food consumption or export, and no person shall
export unprocessed wheat, unless such person has in possession evi-
dence satisfactdry to the Secretary that such wheat is either (1)
marketing quota wheat, (2) imported wheat, (3) wheat sold by the
Commodity Credit Corporation, or (4) wheat which was marketed by the

producer thereof prior'to the beginning of the first marketing year

for which this program is in effect.
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Except as provided in paragraph one of this section, nothing
contained in this bill shall be construed to prohibit or restiict the

transfer or use of wheat other than marketing quota wheat.

Section 4 Domestic Food Quota

A domestic food quota for each markéting year shall be proclaimed
by the Secretary; Such domestic food quota shall be that number of
bushels of wheat which.the Secretary deterﬁines will be consumed as
human food in the continental United States and outside the continental

United States by members of the Armed Forces.

Section 5 Stabilization Certificates

Stabilization certificates for each mérketing year shall be issued
by the Secretary for each farm to which a farm marketing quota has been
assigned.

The certificates issued for any farm shall be in an amount which
bears the same ratlo to the farm marketing quota for the year as the
domestic food quota, bears to the naticnal marketing quota for such years

The value of any stabilization gertificate for any one year shall
be equal to the estimated parity price for wheat minus the expected
average market price of wheat for such year multiplied by the number of
bushels of wheat with respect to which it is issued. The estimated
parity and the expected average market price shall be estimated by the

Secrefary pfior to the issuance of the certificates.
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The Secretary is authorized and directed, through the Commodity
Credit Corporation, to buy and sell stabilization certificates issued
for any marketing year at the value proclaimed for that year. For pur-
poses of facilitating the purchase and sale ef certificates, the
Secretary may establish and operate-a-pool or pools, and he may also
anthorize public and private agencies to act as his agents, either
directly or through the pool or pools. Certificates shall be valid to
cover sales and imnprtation of products made during the marketing year
with respect to which they are issued and after being ence used to
cover such sales and'imnortation shall be cancelee by the Seeretary.
Any unused certlflcates shall be. redeemed by the Secretary at the
prlce established for such certificates.

Section 6 Acqu151t10n of Stabilization Certificates
by Processors

Beginning with the first day of the first marketing year in
which this bill is in effect, no person engaged in the processing of
wheat into food products composed wholly or partly'of wheat shall market
any such product for domestic foed consumption or export, or no person
shall impert or bring into the continental United States, any foed
products containing wheat in excess of the quantity for which stabili-
zation certlflcates have been acquired by such persono

Uponr the exportatlon ‘from the. continental Unlted States of any
food product containing wheat with respect to which stabilization

certificates as required herein have been. acquired, the Secretary shall-
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pay to the exporter an amount equal to the value of the certificates

for the quantity of wheat so exported in the food product.

Section 7 _ ) P;ice Support

Whenever this bill is in effect, the Secretary of Agriculture,
th?ough the Commodity Credit Corporation, is directed to make avail-~
able to cooperating producers through loans, purchases, and other -
operations, price support for wheat at a level not less than 60 percent
of parity. Price support shall not be made available to any producer
for any marketing year witﬁirespect to wheat in excess of the farm

~ marketing quoté of such producer for such year.

Bill No. 1, Variation 1

Bill No. 1l-Variation 1 shall read exactly the same as Bill No. 1
except paragraph one of section 1 is changed to -read as follows:
"The national marketing quota for any marketing year shall be equal to
the number of bushels of wheat he determines will be consumed as human
food in the continental United States or outside the continental United
States by members of the Armed Forces during such marketing year and
_ the number of bushels which will be exported during such marketing year,
less 75 million buéﬂels in any year in which the ca;ryover'éxceedgjl

60C million bushels."

Bill No. 2, Variation 2
Bill No. 1, Variation 2 shall-.read the same as Bill No. 1

except for the following changes:

136588
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1. Paragraph three of section 2 {a) shall be changed to read_
as follows: "The normal yield of a state shall be the highest annual
average number of buéhels of wheat per acre harvested in such state
during five consecutive years within the 10-year period immediately
preceding. the year in which the first such appértionment is made."

2. Paragraph three of section 2 (b) shall‘be'changed to read
as follows: "The nofmal yield of a county shall be the highest °
annual average number of bushels of whéat per acre harvested in
such county during five consecutive years within the lO;year period
immediately preceding the year for which the first such apportionment

is made."

Bill No. 2

Section 1 National Marketing Quota

‘Not later than May 15 of each calendar year; the Secretary of
Agriculture shall prociaim a natioenal marketing quota for each class
of wheat_which shall be in.effect with respect to the marketing of
such class of wheat during the marketing year beginning on July 1 of
the next succeeding calendar year. The natiénal marketing quota. for
any class of'whéét for ény marketing year shail-be equal to the number
of bushels of that class of wheat he determines will be consumed as
(human food'in the continental Uﬁited States or outside the continental.
United States by members of the Armed Forces §uring such marketing
year; the ﬁumber of bushels of each class that will be used for feed,

seed, and industrial-purposes in the continental United States; and’
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the number of bushels of each class which will be exported during

such marketing year.

Section 2 Apportionment of the Naéianal Marketing Quota

(a) Apportion of the national quota among the states:

The national marketing quota for each class of wheat, less a reserve
of not more than 1 perceﬁf thereof to be apportioned as provided by this
subsection, shall be apportioned by the.Secretary amoﬁg the states which
presently receive acreage allotments in such manner that the quota of
any state for each class of wheat.grown in such state will bear the same
ratio to the national markefing quota for such class as a figure deter-
mined by multiplying the base acreage of each class of wheat of such-
state by its normal yield bears to the corresponding figﬁre for all
states receiving an allotment.

The base acréage of each class of wheat growh in a state shall be
the average number of acres planted tosuch class of wheat in such state
for the 1952 and 1953 crops. |

The normal yield of a state of any class of wheat. shall be the
highest annual average number of bushels of such class of wheat per
acre harvested in such state during five consecutive years within the
25-year period immediately preéeding the year in which the first such
apportionment is made.

Not more than the 1 pércent reserve set aside ffom the national
marketing. quota for each class of wheat shall be used to make allot;

ments to counties, in addition to the county allotments made in
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subsection (b) of this section, on the basis of the relative needs of
counties for additional allotment because of reclamation and other
new areas qomihg into production after 1953, and to make other equit-
able adjustments.

(b) Apportionment of the state quota among the counties:

The state marketing quota for each class of wheat, less a reserve
of not more than 2 percent thereof fo£ apportionment as provided in
subsection (c) of this section, shall be apportioned by the Secretary
among the counties in the'state iﬁ sucﬁtmanner that the quota of any
county will bear the same ratio to the gtate duota as a figure deter-
mined by multiplying the base acfeage of such class of wheat of such
county«by the normal yield of such class of wheat bears to the
corresponding figure for ' all of the counties in such state.

The 5ase acreage of each class of wheat grown in a county
shall be the average number of acres planted to such class of wheat
in such county for the 1952 and 1953 crops.

The normal yield of a county shall be the highest annual average
number of bushels of such class of wheat per acre harvesteq in such
county during five consecutive years within the 25~year period immedi~
ately preceding the year for which the first such apportionment'is
ﬁadeo |

(c) Apportionment of the county quota among the individual farms:

Theigountynqﬁota for each .class of wheat shall. be apportioned by .
the Secretary{ through local committees, among thelfarms within 'the county

on which such class of wheat has been planted during any one of the
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three marketing years immediately preceding the marketing year in which

.the allotment is-made and on which such class of_wheét was planted for

the 1952 and 1953 crops,. in such manner that the quota of ény farm shall
bear the same ratio to the county quota as a figure determined by,mﬁlti-
plying thé base acreage of-éuch class of wheat of such farm by its nor-
mal yield bearslfo a corresponding figure for all of the farms in such‘:
county entitled to recelve a farm marketing quota for wheat.

The base acreage of ény class of wheat grown on a farm shall be
the average number of acres planted to such class of wheat on such farm
for the 1952 and 1953 crops, with adjustments for abnormal weather
conditions during such years and for the effects of diversion of
acreage under p;evious soil conservation programs.

The normal yield of each class of wheat grown on a farm shall be
the average énnual yield of such class of wheat of éuch farm for the
10 years immediately preceding the year for which the apportionment is
made, as determined by the county committee.

Not more than the 2 percent reserve set aside from the state'markef—
ing quota for each elass of wheat shall be used for apportionment to
farms onlwhiﬁh such class of wheat has not been plantedAduring aﬁy of
the three marketing years immediately preceding the marketing year in
which the allotment is made or on which such class of wheat are not
planted for- the 1952 anci 1953 crops, or for making adjustments for

abnormal weather conditions éxisting during the 1952 and 1953 crop years.
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Section 3 . Marketing of Wheat

Beginning with the first day of thé first marketing year for which
this marketing quota and stabilization eertificate prog?am is in effgct,
no person engaged in the processing of any class of wheat into food
products composed wholly or bartly of such class of wheat shall market
any such product for domestic food consumption or export, and no pérson
shall export unprocessed wheat of_ahy.class, unless such person has in
his possesssion evidence satisfactory to the Secretary that su;h class
of wheat is either (1) marketing quota wheat, (2) imported Wheat, (3)
wheat sold by the Commodity Credit Corporation, or (4) wheat which wasg
marketed by the producer thereof prior to the beginning of the first
marketing year for which this program is in effect.

Only marketing..quota wheat of any class may be used, marketed or
transferred for use off the farm where produced. The Secretary shali
confiscate all wheat 'other than marketing'QUOta wheat that he discovers:

in possessidén-other.than that of the farmer who produced it.

Section 4 : Domestic Quota

A domestic quota for each ciass of wheat for each marketing year
shall be proclaimed by the Secretary. Such domestic quota for éach
class of wheat,éhall be thét number of bushels of such class of wheat
which the Secretary determines will be consumed as human food.and used
for feed,'séed, and industrial purposes in the continental United

States and outside the continental United States by the Armed Forces.




- 105 .-

Section 5 Stabilization Certificates

Stabilization certificates for eacﬂ class of wheat for each
marketing.year shall be issued by thé Secretary for each farm to which
a farﬁ marketing quota for such class ofjwheat has been éssigngd.

The certificates issued for any class of wheat for any farm shall
be in an amount which bears the same ratio to the farm marketing quota
for such class of wheat for the year as the domestic food quota for gqch,
class of wheat beafs to the national marketing quota for such class of
wheat for such years

The value of'any'stgkilizatiqn certificate fof each class of wheat
shall be equal to the estimated parity price for such class of wheat
minus the expected average market price of such class of wheat for such
year multiplied by the number of bushels of.such class of wheat wiﬁh
respect to which it,is issued. The estimated parity and the expected
average market piicé for each class of wheat shall be estimated by the
Secretary prior to the issuance of the certificates.

The Secretary is authorized and directed through the Commodity,
Credit Corboration to buy and sell stahilization certificates issued
for any marketing year ét the value proclaimed for that year. For
purposes of facilitating the purchase and sale of certificates, the
Secretary .may establish and operate a pool or pools, and.he may also
authorize public and private agencies to gct as his agents, .either
directly or through the pool or pools. Certificates shall be valid to

cover sales and importation of products made during the marketing year
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with respecf to which they are issued and after.being once used to cover
such sales and importation, shall be éaﬁcellediby the Secretéry. Any
unused certificates shall be redeemed by the Secretary at the price
established for such certificates.
Section 6 ACquiéition-of Stabilization Certificates .
by Processors

Beginning with the first day of the first marketing year in which
this bill‘is in effect, no person engaged in the précessing of any -
cléss of wheat into food products composed whoily or partly of -such
class of wheat shall market any sﬁch product for domestic food
consumption or export, or no person shall import or bring into theb
continental United étates, any food products containing wheat of any
class in excess of the quantity for which stabilization certificates
-for such class of wheat have been acquired by"such person.

ﬁpon the exportation from the continental‘United States of any
food prodﬁct contaihing any class of wheat with respect to which
stabilization certificates as required herein have been acquired, the
Secretary shall pay to the exporter an amount equal to the value of

the certificates for the quantity of "'such class of wheat so exported

in the food product.

Section 7 o Price Support
Whenever this bill is in effect, the Secretary of Agriculture,
through the Commodity Credit Corporation, is directed to make available

to cooperating producers of -each class of wheat through loans, purchases,
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and other operations, price support for such class of wheat a level not
less than 60 percent of parity for such class of wheat. Price support
for any class of wheat shall not be made available to any producer of -
-such class of wheat for any marketing year with respect i6 wheat in
excess of the marketing quota of such producer for such class of wheat

for such year.

Bill No. 2, Variation 1

Bill No. 2, Variation 1 'shall read the same as Bill No. 2 except
for the following changes:

1. Paragraph three of section 2 {a) shall be changed to read-as
follows: "The normal yield of a State of any class of wheat shall Be
the highest annual average number of bushels of such class of wheat per
. acre harvested in such State during five consecutive years within the
10-year period immediately preceding.the year in which the first such
apportionment is made."

2. Paragraph three of section 2 (b) shall be changed to read as’
followss "Tﬁé nermal yield of a county shall be the highestlannUalh
average number of bushels of such class of wheat per acre harvested in
such county during five consecutive years within the 10-year period
'immediately.preceding the year for which the first such apportionment

is made."
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