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ABSTRACT

The purpoces of this study were (1) to measure the volume of major
agricultural commodities removed from and added to the aggregate supnly
of agricultural commodities available in commercial domestic markets by
CCC programs during the postwar period, and (2) to relate these removals
and additions to currently published indexes of farm output, farm market-
ings, and farm marketings and home consumption,

Data on the physical ¢nantities of the major agricultural comnodities
removed from and added to the available supply of agricultural products
by CCC programs were obtained from both published and unpublished records
of CCC operations,

These data plus base welzht values used in the published indexes
of total farm output, total farm marketinge, and total farm marketings
and home consumption were used to construct indexes of CCC removal,

CCC additions, and net change in available supply &8s a result of CCC
programs, These indexes are comparable to published indexes, Applying
the mathematical concepts underlying index numbers, the indexes of net
change were used to adjust the published indexes end obtain three new
indexes,

M™ese adjusted indexes are measures of (1) farm output not removed
from aveilable supply by CCC programs plus CCC domestic sales during the
marketing years, (2) farm marketings and home consumption excluding the
quantity removed by CCC, plus CCC domestic sales during the calendar

year, and (3) farm marketings to buyers other than CCC, plus CCC domestic

iv



sales during the calendar yesr, The adjusted indexes were computed for
each of the major commodities or commodity groups which have been in-
volved in CCC programs durlng the postwer period., Value aggregates for
each of the sub-series were then summed and indexes of removel, additions,
and net change constructed which are comparable to the published indexes
of total farm outnut, total farm marketlings, and total farm marketings and
hone consumption,

CCC programs were found to be equal to a substantial portion of
total fzrm output, total farm marketings, and total farm marketings
and home consumption, The net impact of CCC programs on the available
supply of agricultural products in the 1948-~1955 marketing years was
found to have ranged from an addition to that supply equal to 2 per cent
of current production to a decrease equal to 9 per cent of current pro-
duction, 1In relation to total farm marketings and home consumption,
CCC programs were found to have had a net impact on the available surply
of agricultural products ranging from an increase ecual to 1 per cent to
a decrease equal to 8 per cent of current farm marketings &nd home
consumption during the 1949 through 1956 calendar years, During the
1949 through 1956 celendar years, CCC programs have hed a net effect
ronging from an increase in available supply equal to 1 per cent of current
marketings to & decrease ecual to 9 per cent of current marketings. The
effects of these programs on the available supply of individual commodities
and commodity groups have been of & much greater variability than these
aggregate values,

These percentage chanzes in supply figures and an estimate of price



flexibility of demand were used to estimate the income transfer resulting
from CCC programs, Given the assumptions made in determining this income
transfer we have found this transfer to be ecuzl to as much as one-third

of gross farm income and/or cash receipts from marketings in certain years,
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CHAPTER I
INTRODUCTION

Ia the absence of governmental action, the markets in which most
agricultural products are sold meet rather well the requireaments of per-
foct competition., Bven though there are exceptions, it still seems safe
to say that & major portioa of the agricultural production of the United
States 1s 014 in markets with the following characteristics: (1) There
are & large number of sellers, no one of which can influence market price
3y his productioa policy; and (3) prices are determined in markets where
& large number of sellers offer the commodities, and a large number of
buyers 914 for these offerings.

The aggregate demand for agricultural products is related to condie
tions ia ether sectors of the economy, Primary causes of short-run changes
in demand are changes ia income, employment, and export demand, This
linking of demand for agricultural products to flucuations in other seg-
aents of the economy provides the possibility of wide flucuations in the
demand for agricultural products,

The aggregate supply of sgricultural products is relatively stable
Zrom year to year, Variations in ylelds, total acres, and total productive
inputs applied will affect the total velume of agricultural production,
However, history has showa that these variadles de not produce large yeare
to=year shifts in the aggregate supply of agricultural products,

The above discussion has centered oa aggregate supply and demand in

eol]le
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agriculture, JYor individual commodities, yearwto=year variations im out-
pat are importaat variabdles affecting prices received by agricultural
producers, WYhether price chaanges are associated with changes in demand or
sepply, the effect of the shifts ia prices wpon the producers' total reveans
will depend upon the price elasticity of demand for either the aggregate
oufput or the individual commodity uwnder comsideratioa,

The prise elasticity for all food at the farm level is generally
eonsidered teo be approximately 0,35, Price elasticity for individual com-
modities reage from a lov ef about .10 to values above wnity,l

The implications of aa inelastic demaad for agricultural products are
of considerable importance whea considering the impact of variations in the
availadle supply? of these commodities on the iacome ef farmers, The in-
elastic demand indicates that lewer prices, which might ocour with an ia~
erease in available supply or decreased demand, will resuls in lewer tetal
€r9oss income te producers. VWith relatively stable production expeases,
lowver gress inocome usually results in lower aet income also,

 These circumstances have prompted people ia agriculture to attempt
various alterations of the market structure we have described, Ia the
absence of aay individual contrel of market supply, these attempts have
beon primarily through some foram of goverameatal progrea for agriculsure,

1price elasticity for both individmal commedities aad all food at the
fara level have boen estimated Wy & large number of workers, Richard J,
Feote, "Price Elasticities of Demand for Non~Duradle Goods", uapublished
peper presented at a conference sponsered by the National Bureau of Boonomie
Research, October, 1956, provides a fairly complete tabulation of these
estimates and type of measurement used to edtain the estimate,

3\vailable supply as used here is defined as that quaatity which
meves freely in aormal ocommercial marketing channels with mo restrictioa

as %o selling price,
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Benedict and Stine® have classified the devices used by government to in-
crease the bargaining power of farmers into six categories: (1) attempts
to create an improved system of marketing based on producer=controlled
cooperatives, (2) holding operations designed to stabilize the flow of
nonperishables onto the market, (3) efforts to cut and hold down ferm
production with a view to bringing supplies into better adjustment with
demand, (4) measures designed to transfer buying power from consumers or
the Treasury to farm groups, (5) marketing agreements intended to stabilize
the industry and strengthen prices, and (6) efforts to maintain prices by
means of government loan and purchase programs, This study is primarily
concerned with the latter programs and their effects on the available

suprly of major commodities in the commercial market,

Government Loan and Purchase Prozrams

Price supports by means of government loan and purchase programs
have been carried out since 1933 when loans were first made available to
corn and cotton producers, The level of eupport_provided, means of pro-
viding this support, and general objectives of a program depends upon the
authorizing legislation,

The following 1s a relatively complete 1list of legislation pertaining
4

to loan and purchase progreas,

In the Agricultural Adjustment Act of 1938, the Congress emacted
the first comprehensive legislation dealing with price supports,

3)mrra.y R, Benedict and Oscar Stine, The Agricultural Commodity
Programs (New York: The Twentieth Century Fund, 1956), p. XX (Summary),

‘Compilation of Statutes Relating to Soil Conservation, Marketing
Quotas and Allotmente, Soil Ba Bank, Crop Insurance, Sugar Payments and
Quotas, Price Support, Commodity Credit Corporation and Related Statutes.
Agricul tural Handbook No, 113 (Washington, D.C.: U, S, Department of
Agriculture, January, 1951), p. 150,
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Additional legislation thereafter includeds

The act of April 3, 1941 (providing for leans on peammuts),

The act of May 36, 1941, as amended (providing for loans
on dasic commodities through the 1946 crop).

Section 4 of the act of July 1, 1941, as amended (the so=
oalled "Steagall Amendment® which provided that if the Secretary
of Agriculture issusd an announcement requesting the expansioa
of production of & non=basic agricultural commodity, he should
provide price support oa such commodity for two years after
Yorld VWar II).

Section 8 of the Stabilisation Act of 1943, as amended

(providing fer leans en basic cemmodities for two years after
Yorld Var II),

The act of July 28, 1945, (providiag for loans on tobaces).

Much of this legislation expired with termination of the
wvartise emergency and was succeeded by the Agricultural Act of
1948, The Agricultural Act of 1949 superceded or repealed prior
legislation, effective for the 1960 and subsequent crop years,
The Agricultural Act of 1964 and the Agricultural Act eof 1956
aade significant changes in the 1949 act,

Isans aad purchases by Commodity Corporatieca (hereafter cslled 600)
have Beea the primary means of previding price support te producers wader
oach of these suthorising acts. There are three methods used to previde
prioce swpportme-mlesas, purchases, aad purchase agreements,

Ieens previde price support ia two ways: (1) previdiag the farmer
vith & cash retura for the cemmodity at support levels during the time
period for which loans are available, aad (2) strengthening market prices
of the commodity Wy reducing the supply availadle ia the market., However,
repaynent of these leans at & future point in time will constitute an ine
ereass in the market swpply.

These loans are "aon=recourse®-—~that is, delivery of the commodity
at the specified time will be considered paymeat in full regardless of
vhat has happened to the commodity price during the intervening peried,
3y necessity, these loans are made only on storeble commodities such as
graing, cottea, and tebacoo,

Purchase agreements are a second form of price supports provided ia



the suthorizing legislatioa, A purchase agreement is, as the term would
indicate, an agreement on the part of OCC to purchase from the produnoer,
at the support price, aany quantity, up to the maximum quantity stipulated
ia the agreement, that the producer desires %o deliver to COC, A purchase
agreement reduces availadle supply only when the commodity is actually
delivered %o CCO.

Direct purchases are & third method used to support prices., Generally
speaking this type of support is used only wvhen leans aand purchase agree=-
ments are not feasidble, Mutter, ehnu@. and aonfat dry ailk are the most
important products covered lty purchase programs, although ocottonseed, flax-
seed, and ether commodities have deen handled in this fashion, This type
of operation has the effect of reducing curreat markst supply st the time
of the purchase,

The adove description of the gemeral aature of goverament loan and
purchase prograas indicates ia & general manner hov the programs might
affect the commercially marketable supply of agriculture products which
are cevered by the legislation, However, if we are o bde more cognisant
of the effects of these programs on the available supply of the commodities
under consideration 1t is necessary t0 examine the individual commodity
programs, A more detailed examination of the individual commodity pro-
grams is presented ia the chapters dealing with the availadle supply of
individual commodities in the postwar period,

Government Disposal Program
The use of government loan and purchase programs to attain the price

support ebjectives, as set forth in the authorising legislation, has re-
sulted in substantial gquantities of agricultural products becomiang the



property of the 000, which is the ageacy responsidble for carryiag ous
these programs, Disposal of these stocks in domestic markets is authorised
aad/or restricted Wy a variety of legislation,

Section 407 of the Agricultural Act of 1949 as amended sets forth the
general oconditions under which sales of COC stocks in the domestic market
ean take p]..oo.a

The Cemmedity Oredit Cerporatien may sell any fars
ocsmmodity owned or controlled W it at aay price net
prohibited by this section, Ia determining sales poli-
cies for dasic agricultural commodities or storable mone
basie commodities the Corporation should give consideratioa
$e the establishing of such policies with respect $o prices,
terms, and oconditions as it determines will not discourage
or deter manufacturers, processors, and dealers from 8o=
quiring and carrying normal iaventories of the commodity
of the current crop, The Corporation shall not sell any
basic agricultural commodity er storable monbasic commodity
&% less that 5 per centum above the curremt support price
for such commodity, plus reasonable carryiag charges. The
foregoing restrictions shall met apply to (A) Sales for new
or Wproduot uses; (B) Sales of peanuts and oilseeds for the
extractioa of oil; (0) Sales of seed or feed if such sales
-will a0t substantially impeir any price support prograa;

(3) Sales of commodities which have substantially deterio-
rated in quality or as to which there is & danger of loss

or waste through deterioration or spoilage; (B) Sales fer

the purpose of estabdlishing eclaims arisiag out of contract

or against persons who have committed fraud, misrepresentation,
or other wrongful acts with regpect to the commodity; (F) Sales
for expors; (@) Sales of wool; and (H) Sales for other thaa
primary uses, Notwvithstanding the foregoing, the Corperation,
oa such ferms and conditions as the Secretary may deem in the
public interest, shall make available any farm commodity or
product thereof ewned or controlled by it for use in relieviag
distress (1) in any area in the United States declared by the
President to be aa acute distress area bdecause of unemployment
or ether economic orisis if the President finds that such use
will mot displace or interfere with normal marketings eof
agricultural commodities aad (3) ia connection with aay

mjor disaster determined by the President to warrant assise
$ance by the Federal Govermment wader Public law 875, Bighty-
first Congress as amended,

P

.

®rvid., pp. 160-161,



&7

FNor shall the foregoing restrictions apply to sales
of commodities the disposition of whiech is desirable ia
the interest of the effective and efficient conduct of
the Cerporation's operations beocause of the quantities
involved, or because of age, location, or questionable
continued storability, but such sales shall be offset Wy
sech purchases of commodities as the Jorporation deter-
mines are necessary to prevent such sales from substane
tially impairing any price support program, but in no
event shall the purchase price exceed the current suppors
price for such commodities, ....the Secretary is authoriszed
ia comnection with major disaster determined by the
President to warrant assistance by the Yederal Government
uader Public Lav 875, Bighty~first Congress (42 U,S8.0, 1866)
as amended to0 furnish to established farmers, rangers,
or stockmen, feed for livestock or seeds for planting
for such period or periods of time and under such terms
and conditions as the Secretary may determine to bde re=
quired Yy the mature and effect of the disaster,

The feregoing section provides fer various types of sales and certain
other types of distridutioa of commodities acquired by 0CO through price
suppert operations, Donations are also authorised for certain domestic
wsers under section 416 of the Agriculturel Act of 19405

Ia erder to preveat waste of commodities acquired
through price swpport operations by the Commodity Oredis
Cerporation before they can be dispesed of in normal
domestic channels without impairmeat of the price support
prograa or sold abroad at competitive prices the Commodity
Oredit Corporation,...is authorized in the case of food
commodities to donmate such commodities $0 the Buresun of
Indian Affairs and to such State, Federal, or private
ageacy or ageacies as may be desigaated by the proper
State or Federal auntherity and approved by the Secretary
for use in the United States in nonprofit school=lunch
programs, in the assistance of needy persons, and in
charitable institutions, including hospitals, to the
exteat that needy persons are served,

6rv1a,, p. 168,



Section 32 of Public law 320, Seventy=fourth OCongress suthorises
the use of funds odtained through Sariff collection on dutiadle imports
%e finance the donation of surplus commodities $o groups similar to those
descrided above,”’

Section 302 of the Agricultural Act of 1949, as amended, states
that OCC shall make available to the Administrator of Veterans'! Affairs
and the Secretary of the Army such dairy products as these two individuals
certify caa be utilized in retions of Army, Navy, and Air Force personnel,
and hospital patients under their Jnrutuction.a These individuals must
cortify that these donations are in excess of the usual quantities of
dairy products being purchased in mormal trade channels,

The feregoing discussion covers the major types of distridution of
000 stocks ia domestic markets or to domestic users, The magaitudes of
these distridutions have varied from year to year in the postwar period,
The relationships between these magnitudes, the magnitude of government
loan and purchase programs, farm output, and fara marketings are examined
in greater detail in later sections of this thesis,

Scope sad Purpose of Study
A general edjective of this study is o contribute to the knowledge
concerning the aggregate impact of government loan and purchase progreas
on Ameriocan agriculture in the postwar period, A more specific purpose
is to measure the change in available supply of major commodities in the
domestic market as a result of these programs during the $ime period deing
oconsidered, This measure includes reductions in supply as a result of loan

"R, Schickele, Agricultural Poliay (New York: MoGrew-Hill Book
Company, Inc,, 1954), p. 2327,

B&&cﬂlmt Haadbook .'_°.’ 113. n. ‘c_,:_t... Pe 155.



aad purchase programs, and additions to the availadle supply of these
same commodities through sales and other forms of government distribdution
of stock accumulated through price support operations,

Making use of statistics developed in the attainment of the _proﬁm
objective it is proposed to relate the magnitude of govermment loan, purchase,
aad disposal pregrams $o curreatly pubdlished series of farm output, fara
marketings, and farm marketings and home consumption,

Perhaps the most important edjective of this study is to provide
statistics which are useful in evaluating the impact of government programs
on the level of agricultural prices and the income of farmers during the
1949=1956 period,

This study is concerned with the impact of geverameat loan aad purchase
prograas on‘ the available supply of the following ecommodity groups;

(1) dairy products, (2) feed grains, (3) feod grains, (4) o1l orops (exslude
ing tung muts), (5) cotten, (6) todacco, and (7) vegetadles, Sud=indexss
for each of the above commodity greups are published for the imdex of total
fara output, farm marketings, snd fara marketings and home consumption,

Ourrently published sub-indexss fer each ef these are aljusted in an
atteapt to detter indicate the availabdle supply of each of these commodity
groups, Each of the total indexes are then adjusted to reflect changes
made ia the individual commodity groups. After these adjustments are
made, , which facilitate calculation of the percentage change in supply
of agricultural preducts available in the commsrcial markets during a
givea year, Aa first appreximation of the income $ransfer resulting froa
these programs is preseated, Details of the methodology are explained
in the following chapter,



CEAPTIR II
MBTHODOLOGY

Ia order $o fulfill the stated purpose of this study an aggregative
measurement of quantities is necessary, The tool employed to accomplish
this measurement is the commonly wused index number, The construction and
use of iadex numbers involves several prodlems ef which bdoth the Builder and
wuser should be aware,l gome of these probleas are:

1. Definitioa of purpose for which the index is being compiled,

3. Selection of commodities or commodity groups to be included im
the iadex,

3. BSelection of souroces of data,

4. Oellection of data.

8, Selection of Wase period,

6. Predlems arisiag due o aggregation,

7. 8Selectien of weighting system,

No uaique method of selving these prodlems is presented, but rather
the problems are pointed eut in order o help evaluate the methods used,

Ia oxder to decome mere familiar with the particular tools used in

lmne general problems of iadex mumbers are discussed ia the following
literature:

a) 1I. Fisher, Tw Making of Index Numbers (Camdridge, Nassachussetts:
Houghton Nifflin Co,, 19275.

») Ragaar Fristh, "The Predlea of Iandex Numbers®, Bconometrios,
Vol. IV (1936), pp. 1=38,

e) V¥, Leontief, "Composite Commodities aad The Probdlem of Iadex
Nembers®, Econometrics, Vol, IV (1936), pp. 39=89,

4) P, B, Oroxtoa and D, J, Oowden, 1ied General Statistics (New
Yozrk: Preatsice-liall, Iﬂﬂ.. 1956 * PPe -394=448,

®«)]0=
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this measuriag process, examination of the two series used ia this study

seems appropriate,

S Index of Farm Qutput
The index of farm eutput is a measure of year=to~year shifts ia the
volume of famm production availadle for eveatual human use.? Tares major
sub=groups are combined to make up the total index of farm ocutput, The
three series used are the production of erops, the preduction of livestock

and livestock preducts, and feed used by farm horses and mules,®

The index of crop production includes the total constant dollar valwe
of all corops preduced regardless of how they are finally utilised, Ne
deductions are made for seed or quantities fed to livestock, In ealculasing
the iadex of farm eutput the value of preduction of hay seeds, pasture
s0eds, cover corep seeds, and feed used bWy farm horses and mules are ex-
eluded,

The index of preductioa eof livestock and livestock products inclwdes
the tetal constaat dollar wvalus of preduction of all livestock aad live=-
stock preducts except horees aad mules, Ia the index of tetal farm eute
put, the value of feed consumed, other than pasture, is subtracted froa
livestock productioa to aveid dsudle countiang., Ia essence, & value~
added eoncept 1is used te measure met livestock productiona,

30. %, Barton, e al, Namuseript of Statistical Haandbook being

prepared Wy the Acrlnltu‘l Marketing aad Research Services, U, 8,
Departaeat of Agriculture, Chapter 23, p. 13,

3
Changes ia Fara Produstioa sad Bfficieacy (¥Washingtos, D,0.:
U. 8, Department of Agriculture, Juane, 19566), p. 6.
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The iadex of feed used Ly farm horses and mules includes the esti-
mated constant=dollar valus of feed, other thaan pasture, consumed by these
aaimals, This value is sudtracted froa the sum of creop production in the
cemputation of the index of farm outpus,

An algedbraic summation of constant~dellar values for the following
ferms yields the coastant=dellar value of tetal farm output.

(Total Crep Production § Tetal Livestock Production = Livesteck

Jeed Other Than Pasture) = (Horse § Mule Feed § Hay, Pasture and

Cover Orop Seeds) g Tetal Fara Output,

Twelve commodity groups make up this iadex, The livestock aad
livesteck preducts iasdex includes meat animmls, dairy products, and
poultry and eggs, The crop index is made up of feed greins, food grains,
hay and forage, vegetables, fruits aad muts, sugar crops, cotton, tobacco,
and oil crops, An individual index is published for each of the commodity
groups listed, The index is oonynﬁd by the valus aggregute method, with
the base period for both prices and quantities being 1947=1949,

Zhe Index of Jarm Marketings and Heme Consusption
The index of volume of farm marketings and home consumption is a

measure of changes in the quantities of farm production eatering the
marketing systeam ia the form of sales by farmers or direct consumption
1a farm households,® Neasurement of the physical volume of agricultural
eommodities associated with gross farm income is the primary purpose of
this index, Products sold or consumed during the calendar year are

“erton, ot a1, op. cit.. p. 7L



inclwded in the curreat year's iandex regardless of when they were protmcod..!5

Sales to the government through priee support programs are considered
the same as & commercial sale in the construction of this index, With
respect to gevermment price suppert loans this index is influenced in the
follewing mr.‘

The marketing component of the index includes net
quantities placed under Coamodity Oredit Corporation
leans, just as net receipts from loans are included
in cash receipts from farm marketings, Quantities
placed under loan are included in the marketings iadex
for the month in which the loan is made, If later the
loan is repaid and the commodity redeemed the quantity
o0 redeemed is & deduction ia the marketings index for
the moath of repayment.

As stated previeusly, the currently published index is a measure of
quantities entering the marketing system or consumed on home farms which
are associated vith gress fam inceme, However, it weuld seem that if
we are conceransd with the volume of farm preducts eatering the marketing
aystem that we must $take into account govermment removal, through loan
aad purchase programs, and geverzment additions threugh disposal progrems,
The currently published index is, therefore, used te construct an ad=
Justed index of farm marketiags and home consumption which is hoped %o
bo a cleser estimate of the actual quantities which are available ia the
commercial domestic market, This is not to imply that the currently
published index is 20t measuring vhat it is designed o measure, But
rather that with goverament lean, purchase, and disposal progreams ia
operation 1t may ne loager de the relevant measure if one is conceraed

vith the velume of farm products eatering the domestic market,

53, ¥, Greve sat i, 7. Mon.mlmxmmaotmuuketg‘!
and Eome tion (Washington, D.C.: U, 8. Department of Agriculture,
July, 1966), p. &

$Ima., p. 7.
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She Index of Farm Output and the Index of Fara

Narketings lnd Home conmnon cogarod
The index of total farm output measures the volume of farm production

when it is preduced, The index of faram marketings and home consumption
measures guaatities entering the marketing system or consumed on home
faras without reference to the time of production, The maia difference
betveern the two measures is in year-to=year timing, Ohanges in fara
inventories are reflected differeatly in the two indexes, Vhen farmers
sell moere thaa they produce the index of farm marketings and home consump~
tion will likely be higher than the index of output, but when farmers are
building inventories the index of eutput will probably exceed that for
marketings and hese consumption,

Generel Method of Adjusting the Two Indexes to Show
3he Relationship Between the Magnitude of
Govermment Lean and Echsu and
$he Published Series

The gemeral formula for an index number constructed by the wvalue

aggregate method 18 2.0 § x 100 =1,
2P QO ;

Vhere: 11 a Index mumber of quantity Ql

P, g Price in the base period

°
Q‘ s Quantity in the dase period
Q) & Quantity at time 2,
Il might be thought ef as the pudblished index of either total farm
output or fara marketings and home consumptiea, As indicated earlier
both of these indexes are computed by the value aggregate method, To

change 11 by a quantity equal %o % the following fermmla is appropriate:

z’o Q@ . 2 (4 = Q) s I
2’ 2 F % ’
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Yhens

zP. & = I and z’n 9g e Io
TP & £ &

Thens

I, =13 =13 ,
13 s Index of quantity bty which I; 1s changed
I; = Iadex of nev quantiwy (Q; = Q)

I, oan bde thought of as an index of net change (this index is

3
explained in detail in the next section) and Iz &s an index of availability

(also explained in $he next section),

In the following discussion we will refer to quantities such as I,
aad I5 as indexes, It should be pointed out that these are always based
oa either the index of farm output or the index of farm marketings and
home consumption, By this we mean the same base weights are used for
these valuss as for the pudlished series, Perbaps it would be more
accourate to refer to these series as adjustment factors rather than
indexss., However, the term index is used as it seems to descride more

accurately these values as they are used here,

Adjustment of the Index of Farm Qutput
Thais index measures output during & given calendar year, Normally
eutput produced during & given ysar becomes part of the availadble supply
in commercial markes$s over the marketing year following the time of
production, A marketing year has deen defined as any peried during which
substantially all of & crop is normally marketed by producers thereef,’

75;;_0!:1%‘:0 Bandbook No, 113, op, cit., p. 164
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However, the eperatioa of govermment loan and purchase prograas makes

it possible that portions ef this production will mot move into the
commercially availabdle supply aad, therefors, will not exert their
aormal economic influense, The fact that production during & givea
caleadar year normally decomes part of the availabdle supply during the
suceeeding marketing year has prompted us to use the individnal commodity
narketing years as the relevant time periods over which to measure the
change in available supply wvith respect to the index of total farm output.
Dairy product purchases to suppors milk prices are aa exception to this
oase, Milk, as produced on farms, is very close %o being a non-storadle
itea, Therefore, milk becomes part ef the available supply almost im-
mediately wpon productioa, VWe have, therefore, used the calendar year
as the time period over which to measure the change in availadility of
dairy products in relation to the index of total farm output,

The adjustment of the index of total farm output was performed in
three steps: (1) calculation of removal from available supply by 0CO
leans aad purchases, (3) oalculation eof additions to available supply
as & result of CCC sales in the domestic market, and (3) ealculation of
aet chaage in avalladle supply resulting froa govermment loan, purchase,
aad disposal pregrams,

Four factors were used to mesasure removal from available supply
resulting frem goverament leaa and purchase programs, These facters
are: (1) quaatity of curreat crep acquired Wy COC at the close of the
marketing year through direct purchase and/er purchase agreements,
(ocaleadar year applies to dairy products), (2) quantity of curreat crop
delivered to 00C im paymeat of loans at the close of the marketing year,
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(3) quantity of current crop covered by CCC loans that are outstanding at
the close of the marketing yesr, and (4) cuantity of commodity represented
by the repayment of loans on other than the current crop. A loen on the
current crop that 1s repaid during the marketing year is not considered
as affecting available supply during the yesr, although it may shift the
time of avallability,

Net CCC removal from the commercially evailable supply during the
marzeting yeer was computed using the following formulag

* LDt 4 I0ty = EP = Net CCC removel during the tyy
mar&eting year,

e Quantity of commodity rroduced during the tihyear acquired
through purchases and purchase agreements at the close of
the t marketing year,

Ptl

Quantity of commodity produced duringz the ti) year delivered
to CCC in payment of loans at the close of the ¢ th marketing
year,

w Quantity of commodity produced during the tiy year covered
by CCC lonane outstandinz at the close of the t th marketing
year,

RP & Quantity of commodity produced in years t minus 1 on which
CCC loans are repaid during the tth marketing year,

Yhen:

i
n

(Log +10; ) =~ (wog 41Dy )

LO;go = Quantity of commodity produced in years t minus 1 covered
by CCC loans outstanding et the beginning of the tthmarketing
year,

= Quantity of the commodity produced in years t minus 1 that
has been delivered to CCC in peyment of loans at the beginning
of the marketing year,

= Quantities of the commodity produced in years t minus 1
covered by CCC loans outstanding at the close of the t,
marketing year,



1o} = Quantities of the comnodity produced in yesrs t minus 1

R! that have been delivered to CCC at the close of the tth
merketing year,

There are three possible courses of action available to producers
who own commodities on which there are CCC loens outstending at the be-
ginning of the marketing year, The possibllities ere: (1) ™e loan can
remain outstanding throughout the marketing year, {Z) the commodity can
be delivered to CCC in payment of the loan, and (3) the loan can be repaid
and the commodity redeemed by the individual or group taking out the loan,

A loan which remained outstandirg throughout the marketing year would
cancel out in the equation as it would aprear in loans outstanding at both
points in time, A loan outstanding at the beginning of the marketing year
subsequently delivered to CCC would also cancel out as it would be positive
es loans outstendirg and negative as a quantity delivered to CCC in pay-
ment of the loan, Only if a loan is repeid will there be a residual value,
as such a loan would be represented positively in loans outstanding at the
beginning of the marketing yecr and not be included in elther value at the
close of the marketing year, This residual 1s considered to be repayments
of "0ld" crop loens,

Once net CCC removel has been determined it is possible to construct
an index of removal resulting from government loan and purchase programs
based on the index of total farm output. For an individual commodity the
rrocedure is as folloﬁs. A velue aggregate comparahle to the one repre=
sented in the published index can be obtained by iﬁltiplying the quantity
removed by CCC by the base period price used in the index of totel farm
output, To obtain en index number the value aggregate of CCC removal is

divided by the base period value aggrezate, To compute an index of removel
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Zor a commedity group the value aggregates of CCC removal for individual
commodities are summed, aad this value aggregate is divided Wy the growp
valus aggregate in the dase period,

Additions to the commercially available supply in domestic markets
during the marketing year were measured through the determination of values
for two factors——-—00C sales in the demestic market, aad other forms eof
domestic distridution by CCC, The commodities involved in these sales or
other distribution are made up of commodities acquired through price support
operatioas,

In order to measure additions it was necessary to determine CCC
sales and distribution ian the domestic market by months and sum the
proper ocombination of months to ebtain additions during the various
commedity marketing years,

These quantity figures on additions and base weight prices allow
the constructien of value aggregates of CCC additions, These value
aggregates can bdo oconverted to an index of additions by dividing thea
by the appropriate base period valus aggregates,

Aa index of met change in the commercially available supply based
on the index of total farm output can be constructed making use of
statistics developed ia the indexes of removal and additions, This is
accomplished by subtractiang the value aggregate of COC additions freom the
value aggregate of qco remeval, This mmaipulation yields a value aggregate
of net change, The index of net change is obdtained Wy dividing the value
aggregate of net change Wy the apprepriate dase peried value aggregate
of the published index,

This index of net change is then added algedraically to the pube
lished index of farm output for individual commodities, for commodity
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groups, or for the total index, The resulting index is a measure of
produstion vhich is avallable to bde sold in commercial markets plus CCC
sales in the domestic market,

Adjustment of ths Index of Farm
Marketing and Home 53:1@10:

Many of the same techniques used to adjust the index of farm output
are used in adjustiag the index of tsljl marketings and home consumption;
yot, the adjustments are sufficiently different to warrant a separate
descriptioa,

As meationed earlier, this index measures physical volume of fara
commodities eatering the marketing system or beiang consumed on home farms
during & given calendar year regardless of when the commodities were pre=
duced, Therefore, the calendar year is used as the relevant time peried
over which ehanges in availadle supply resulting from government loan and
purchase progrems are measured,

As wvith the index of farm output removal from additions to and net
change in availadle supply were determined in order to ocarry out the
adjustaent of the index,

Three factors measured at tw different points in time were used
to determine net OCC removal from the commercially available supply during
the calendar year, Net CCC removal ¥y oalendar year was determined by
solving the fellowing equation: )

’(:ang wm& o:da?:%lr - (Pyg ¢ LDy, 4 10,,) & Net CCO

Yhent

Py & Quatiyy of individual commodity acquired by OOC through
direct purchases or purchase agreements at the close of
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the calendar ye=r (December J1),

ID¢

1™ Quentity of individual commodity acquired through deliveries

of commodity in payment of loans at the close of the calendar

year (December 31),

10¢ t; 8 Quantity of the individual commodity covered by CCC loans
outstanding at the close of the celendar yesr (December 31),

Py = Quantity of the individual cemmodity acquired through direct

purchases and purchase 2greements at the beginning of the

colender year (January 1),

LDy = Quantity of the individusl commodity acquired through deliveries

°© " of the commodity in payment of loans at the beglnning of the

calendar year (Janucry 1),

Lot = Quantity of the individuel commcdity covered by CCC loans
outstanding at the beginning of the calendar yecr (January 1),

Here no distinction is made by crop year because of the nature of

the index being adjusted, Repayments of old loans are not distinguished in

this calculation, but rather the net impact of loans outstanding is reflected

in the removal figure,

A loan outstanding et the beginning of the calendar year can be
repaid, the commodity can be delivered to CCC, or the loan can remain
outetanding throughout the calendar year, If a loan remains outstanding
i1t will have no effect on removal as it will cancel out, If the loan is
delivered to CCC it will have no effect on removal &s it will be positive
in deliverles at time T; but negative in loans outstanding at time T,
This is the proper treatment of such deliveries as such a loan will have
been counted as & positive removal in the previcus celendar year, If a
loan is repaid, it will have the effect of reducing removel due to a
negative effect at time T, and zero effect at time Ty.

An index of removal related to the index of farm marketings and home

consumption was constructed in the same manner as describded for the index
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of fara output but using dase weights, prices, and value aggregates for the
index of fara marketings and home eonsumption, Additions to awailadle
supply with respect to the index of farm marketings and home consumption
were measured by months, and these values were summed to yield calendar year
additions, An index 6! 00C additions was constructed in the same manner

as for the index of total farm output using price and value weights froa

the index ¢f farm marketings and home consumption,

The indexss of net change based on the index of farm marketings and
home consumption and the adjusted indexes of farm marketings and home con~
sumption to reflect availability were constructed in the same manner as
the index of total famm output,

The method of adjusting the index of farm marketings and home consumps
tion described in the preceding paragraphs contains a number of implicit
assumptions, One of these is that all commodities moving out of CCC stocks
and into domestic market channels have an equal impact on the availabdble
supply of the commodity being distriduted, VWith various types of "give
away" programs ia operation, plus sales at various prices, such an
assmption might well e misleading, Ian order $o account for shese various
types of distridution a second adjustment of this index was perfermed, Ia
an attempt to reflect the relative impact of various types of distribusion
on the available supply of the commodity under consideratioa, the following
method was used, In conmstructing the index of OCC additions price weights
were used which gave different weights to the various types of distrie
butions, Distridutions which are considered to de in direct competition
with regular commercisl sales are weighted at dase weight prices, Other
distributions are weighted at less than bdase weight prices, The exact price
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woight assigned te these distridutions depends upon the suthor’s juige-
ment &8 %0 hev nearly they substitute for the commodity as sold in the
compercisl market or some ether commodity being used Wy the recipieamt,

Bstimating Income Transfer
In adjusting the index of farm output and the index of farm marketings,

statistios are developed which allov calculation of the percentage change
in the availadle supply of farm products with respect to these two measures
resul ting frem OCC pregrams, Percentage change ia avallability caa be
deternined by dividing each index of met change by the appropriste pub=
1ished indsx, GAven the percentage change in supply of fars products
and an estimate of price flexidility of demand for total famm eutpus
1% is possidble o make an estimate of the income treansfer resulting
from these pregreas,

Price flexibdility of demand is the ratio of percentage change ia
price to the percentage change ia quantity demanded.® e reciprecal
of price elasticity of demand is often used as the coefficient of price
flexibility of demand, Recoguising the msay limitations of such usage
we have used the reciprocal of an estimated price elasticity of demand
for teotal farm output as an estimate of price flexibility of demand for
fara output in making estimates of income trensfer,

This estimate of price flexibility of demand in conjurction with
the perceatage change in supply yields an estimate of the percentage change

8por & detailed explanation of price flexibility of demand see
¥illism A, Cromarty, "Bconomic Structure in American Agricul ture®
(Unpublished PR, D, dissertation, Deps. of Agriculture Economics,
Michigan State University), pp. 180=184,
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in price due to OCC pregrams., If it is assumed that producers will mar-
ket the same quantities of agriculturel products during a givea year with
or vithout 0CC progrems this perceatage change in price is also the per-
centage chahge 1in, income,

The methods descrided above are used t0 determine & first oyfrozhh

tion of the income transfer resulting from 0OC programs,

Sources of Data

All removal figures shown in this thesis, with the exception of
these of dairy products, were computed from data published in the
Repert of Fisancial Oondition and Operation of Commodity Oredis Cor-
perstioa, This repors is pudblished monthly bty the Commodity Stabilisation
Sorvice of the U, 8, Department of Agriculture, Data oa 0CC removal of
dairy products were obtained from the March, 1957, issue of the Dairy
Situation, which is pudblished by the Agricultural Marketing Service
of the U, 8. Department of Agriculture,

VYhea this study was undersaken in the fall of 1956 there were no
consistent data availadble on CCC sales in the domestic market during the
postwar periecd. Since that time data oa calendar year purchases and
distribution of dairy products have beem published.® Mere is still mo
published source of COC domestic sales of other commodities, These data
were ebiained from sales ledgers maintained by the Fiscal Analysis Breach
of Gommodity Credit Corporation ia Washington, D,0, These ledgers are
summaries of sales reports Wy the commodity offices located in various
parts of the United States,

%Dairy Situation (Washington, D.C.: U, 8, Departmens of Agriculture,
March, 196 ;.
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Information on the base weight used in constructing the index of
fara marketing and home consumption is published in New Index Numbers
of Tarm Marketings and Home Consumption by E, W, Grove and M., F. Cannon
of the Agricultural Marketing Service, U, 8, Department of Agriculture,
Price weights used in the index of total farm output were odtained froa
Dr, James Cavia, Head, Statistical and Historiocal Research Breach,
Agricultural Narketing Service, U. 8, Department of Agriculture, Base
period valus aggregates used in the index of total farm eutput were ob=
tained frem aa unpublished meanuscript ef a statistiocal handbook compiled
by the Agricultural Marketing Service, U, 8. Departaent of Agricul ture,



CHAPMR III
THE DAIRY PRICE SUPPORT PROGRAN

The purchase of dairy products $0 support prices received by dairy
farmers originated in 1933, Purchases prier to the end of ¥World VWar II
were relatively small, exceeding one ¥®illion pounds of milk equivalent
only 1n 1938,1

The support or stadilisation of milk and butterfat prices is provided
in the Agricultursl Act of 1949 and the Agricultural Act of 1954,2 This
support or stadilization has been and is currently provided by Commodity
Credit Corporation buying or offering to buy any quantity of butter,
Americaa cheese, and nonfat dry milk that processors are willing to de-
1liver at specified prices,

These products, rather than fluid milk, are purchased becauss of
greater ease of storage, Additional reasons for purchasing these particu-
lar dairy products include their widespread production in the industry,
ease of distributioa in either ro;~eicn or domestic markets, and their
availability in bBulk carload 1le$s, which are undranded facilitating doth

storage and distribution,

lpeiry situation (¥Washington, D.0.: U, S, Department of Agriculture,
May, 1948), Table 11, p. 17

“Agriculture Eanbook No. 113, op. cit., pp. 156-156
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By offering to purchase all offerings of butter, Americen cheese,
and nonfat dry milk at specified prices it is expected that surplus
manufacturing milk or butterfat will be channeled to these three pro-
ducts, 3By maintaining the demand at the processor level for these pro-
ducts of milk it is hoped that the price support objective of some per-
centage of parity price will be maintained at the producer level, The
buying price established by CCC for butter, Aﬁerican cheese, and nonfat
dry milk is calculated to return the support price to the farmer from
whom the milk was purchased by the processor,

Purchases of dairy products for price support purposes in the post-
wer period were of small 1mpo£tance prior to 1949,3 Disposition of stocks,
acquired through these purchases, in the domestic market began in the same
year but did not reach major proportions until 1950,

In the following sections the index of total farm output of dairy
products and of farm marketings and home consumption of dairy products
are adjusted to show the relation of the magnitude of government pur-
chases and distributions of dairy products to the currently published
series, Physical quantities of the individual dairy products represented
by the indexes of removal and additions are shown in Tables la through
1b of the appendix,

In constructing these indexes, products purchased and distributed
by CCC have been converted to their equivalent at the farm level, Butter

was converted to butterfat at the rate of ,826 pounds of butterfat per

zTho only purchases prior to this time, after cessation of
hostilities, were in 1947 when 211,311,000 pounds of nonfat dry milk
were purchased, Dairy Situation, March, 1957, op. cit.. p. 20,
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pound of butter.4 Cheese was converted to milk equivalent at the rate of
10 pounds of milk per pound of cheese,5 This milk equivalent of cheese
wag valued as wholesale milk, Dry solids——rotfat-—2re not valued in the
adjustment of the indexes because the milk equivalent of dutter and cheese
includes this portion of the milk.5

Magnitude of CCC Purchase and Disposal Programs in

Relation Yo Total Farm Output of Dairy
Products

The index of removal shown in column 2 of Table 1 is a measure of
the volume of government purchases of dairy products based on the index
of farm output of dairy products, A comparison of the two indexes (removal
and total output) in 1949 will serve as an illustration of this point, In
1949 the index of total farm output of dairy products stood at 101, while
the index of removal was equal to 1.64, This means that the volume of
total farm output of dairy products available to be so0ld in commercial,
domestic markets could be represented by an index number of 99 rather
than 101 as the remaining output was sold directly to govermment., Such
a comparison of these two indexes for each of the postwar years, when
CCC purchases of dairy products were of importance, will provide an
indication of the portion of total production being esold directly to
govermment and the portion of production available to be €0ld in commercial

channels,

4Rudolph Froker and Clifford Hardin, Paying Producers for Fat
and Solids-notfat in Milk (University of Wisconsin: February, 1942),
Research Bulletin 143,

icultural Statistics, 1955 (Washington, D,C.: U. S. Government
Printing Office, 1956), p. IX (Introduction),.

®Dairy Situation, Mey, 1949, op. cit.




TABLE 1.=Volume of CCC remeval from and additions to the available supply
of dairy prodncts during the postwar peried in relation to total farm
output of dairy products

Published Index of Index of Index of

Caleadar Index 0ce 0CC et Adjusted
Year 1947-49 g 100 Removal Additions  Change Index
(1) (2) (3) (4) - (B)
1949 101 1,64 0,23 -1 100
1950 101 3.57 3,33 0 101
1961 100 01 «40 o 100
19623 101 o33 .01 o 101
1963 106 7.10 1.32 -8 100
1954 107 6,53 2,96 -l 103
1986 108 3.38 2,43 =) 107

Sources: Oolumm l=—Changes in Fara Prodnction and Efficie
(Vashington, D,0,: U, 8, Department of Agriculture, 1956), pp. B-9.

Coelumas 3-3~«=(omputed from data in appendix and base weights used
in the index of total fara oufput.

Column 4-=0¢lumn 2 minus columm 3,
Column 5-=0oluma 1 minus columm 4,

The index ef CCC additions is & measure of the volume of CCC
dispesitions of dairy produsts ia the domestic market, This index
provides a means of detemiaing the importance of COC distributions
in the comestic market ia relation te total farm output of dairy
products, Ian 1980 the index of total farm eutput was equal to 101,

The index ef CCC additions was equal to 3. Ia the abssace of COC pur-
chases this would mean that the total quantity of dairy products avail-
able ia the dsmestic market could be represented by an index numbdber of
103 based on the index of total eutput. Two guantities are represented
in such an index number: (1) farm outpus equal to 101, and (2) OCC
domestic distridutions equal to 2,
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The index of additions would indicate that CCC distributions of
dairy products have never been large in relation to total output of
dairy products, However, a year-by-year comparison of the index of ade
ditions with the index of rononll indicates that CCC additions in some
years have been of sufficient magnitude to substantially offset 0CC pur-
chases, In one year(1951) distributions in the domestic market exceeded
purchases, resulting in a net addition to awailabdle dcmestic supply.

The index of net change is a measure of the net impact of government
purchase and distribution progrems on the quantity of dairy products
available in commercial domestic markets relative to farm output of dairy
products as measured in the index of total farm output. In an earlier
example we have showm that if only government distributions are considered
the change in available supply during 1960 would bde a plus 2,32 in terms
of index mumbers., However, when COC purchases are considered (a minus 2,5
in index mumdbers) we find that the net change in available supply is equal
te & minus .35,

The adjusted index is a measure of farm ocutput of dairy products
20% 8014 to CCC plus CCC distributions in the demestic market, From
1949 through 1953 this index (the adjusted index of farm output) centered
at the level of 100 and flucuated very little. Ia 1954 this index began
to move upward and reached a level of 107 in 1955, This index would
indicate that OCC activity stabilized the quantity of dairy products,
measured in terms of production, availadle over the 1946-53 period,

The rise in this index during 19564 and 1966 indicates that the quantity
of dairy products available to be 30ld in commercial markets was rising,
This rise in the available supply of dairy products appears $o be due
to increasing farm output of dairy products accompanied Wy steady to
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falliag 0OC removal aad & higher level of CCC additions,

Magnitude ef OCC Loan, Purchase, and Disposal Programs
in Relation to Jarm Narketings and Home
“Consumption of Dairy Products

The index of removal shown in Table 2 is a measure of the volume of
dairy products #0ld to CCC based on the index of fara marketings and home
coasumption., This index measures sales to CCC as & part of the total index
of farm marketing and home consumption, If this index is compared with the
published index of farm marketings and home consumption of dairy froducto
it 1is possidle to dsternine the relative importance of sales to CCC as com=
pared to other sales and home consumption dairy products, In 1949 sales
TABLE 2.-Volume of OCC removal from and additions %0 the available supply

of dairy products during the postwar period in relation to farm marketings
and home coasumption of dairy products

Published Index of Index of Index of

Calendar Index cco coc Net Adjusted
Year 1947=49 g 100 BRemoval Additions Change Index
(1) (2) (3) (4) (5)
1949 101 1.64 0.21 -] 100
1950 101 3,57 2,33 0 101
1951 9 01 <40 (] 99
1962 100 22 01 0 100
1963 106 7.09 1.3 =8 99
1964 106 6,52 3,96 =l 102
1956 107 3,37 3,43 -] 106
1956 110 3,35 2,74 -l 109

Sources: Column 1=-1949-1954 B, ¥, Grove and N, ¥, Cannon, New
Iadex Numbers of Fara Marketings and Home Consumption (Vashington, D,C. ¢
T. & Dopartunt of Agriculture, 1956), Pe 16, 1955=1966 telephons con=
versation with B, ¥, Grove, U, 8, Departaent of Agriculture, Washington, D,C,

Columns 2-3-=Computed from data in appendix and bdase weights used in
the published index of farm marketings and home conswmption,

Colum 4-~Colwma 3 minus column 8-—-Oolﬁnn S==Column 1 minus éelumn 4,
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to CCC were equal to & volume that would yleld an index number of 1,64 when
measured in terms of the index of faram marketing and home comsumption of
dairy products, The published index is equal to 101, If sales to CCC
wore not included iz this iamdex it would be equal to 99 rather than 101,
Ia more precise terms, this means that farm marketings to buyers other
than CCC and home consumption of dairy products could be represented by
aa index number of 99,

The index of additions shown in column 3 of Table 2 is & measure
of 00C distridutioas in the domestic market measured in terms of the
index of farm marketings and home consumption, Oomparison of this index
wvith the total index of farm marketings and home consumption facilitates
the detemination of the relative importance of these distridutions ia
torms of other sales aad home consumption of dairy produsts for each year
during the time period under consideration, %o illustrate the meaning of
this index the volume of 000 distridutions in 1964 will be considered,
In that year OCO disposed of a volume of dairy products in the domestic
market which yields an index mumber of 2,95 whea measured in teras of the
index of fara marketiags and home consumption, This meaas that the total
queatity of dairy produsts entering the domestic market er deing consumed
en home farms could bde represented by an index mumber of 109, with the
marketiags and home coasumption index equal to 106 and the index of
additions equal %0 3, OCC purchases are mot considered in this example,

The index ef net change is a measure of the net change im quantity
of dairy products eatering the domestic market as & result of OCC
purchases and disposals, The net effect of these two programs has varied
from & aet addition represented bWy an index of .39 in 1951 to & reduction



of 5.77 in 1983,

The adjusted index of farm marketings and home consumption is a
seasure of the quantity of dairy products sold to buyers other thaa CCC
aad used on home farms plus CCC distributions in the domestic market,
From 1949 through 1953 this index was stable at a level of 100, Ia 1954
the index began $0 rise and continued to do so in both 1955 and 1956, The
actioa of this index would indicate that the quantity of dairy products
00ld to bduyers other than OCC and used on home farms plus CCC domestic
distridutions wvas relatively constant from 1949 through 1953, The rise in
this index in 1964, 1955, and 1956 indicates that these same gquantities have
risen substantially during the past three years, The forces causing this
index to rise seem to be (1) a rising level of total farm marketing and
home consumption, (2) & lowering of the level of CCC purchases, and (3) a
relatively high level of CCO distridutions,

Magnitude of OCC Purchase and Disposal Programs in Relation
%0 Yarm Marketings and Home Consumption of Dairy

Products When -the Various Types of ccc
Distributions Are Considered

In Table 3 indexes are presented which measure the same quantities
of dairy products considered in the previous sections.

The published index and the index of removal in Table 3 are pre-
cisely the same as those shown in Tadle 2,

In the index of additions in Table 3 various types of CCC die~
tributions are weighted differently in an attempt to account for varying
recipient demsnd for the products being distriduted, Commercial, domestic
sales are weighted at bdase weight prices, Transfers to the Army aad
Veterans Administration Hospitals are also wveighted at base weight



prices.7 Donations of dairy products under either Section 32 or 416 programs
vere weighted in the fcllowlng manner, 3Butter is valued at the 1947-49
average price of oleo, This value 15 used becauce it is felt that much

of the donated butter 1s used es a subctitute for oleo. Cheese thot is
dcnated 1s valued at 55 per cent of its base weight, wkich deflates the
velue of donated cheese at a rate comparable to the one used for butter,

It 1s koped that such a weighting system will yield an index of additions
which will provide a better indication of the effects of these additions on
tke availeble supply of dairy products,

TABLE 3.-Effects of CCC programs on the aveilable supply of dairy products

when wvarious types of distributions are weighted to reflect their impact
on aveilable supply :

Published Index of Index of Index of

Calendar Index CcceC cce FNet Adjusted
Year 1947=49 = 100 Removal Additions Change Index
(1) (2) (3) (4) (s)

1949 101 1,64 0.15 -1 100
1950 101 2,57 2,05 =1 100
1951 99 .01 «40 8] 99
1952 100 o2 .01 0 100
1953 1056 7.C9 93 -6 g9
1954 106 6,52 2,18 -4 102
1955 107 3. 37 1.79 -2 105
1956 110 3. 75 1.85 -2 108

In years when there were un dcmestic donations of dairy products

the index of 2dditions shown in Table 3 is the same as the one shown in

?Discuseions with several Army Quartermaster Corp officers who heve
worked or are currently working in military food procurement and distribution
provide the basis for this weighting, There is general agreement that
these transfers become part of the general supply and act as nearly perfect
substitutes for dairy products obtained in commercial markets,
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Tadle 2, Ia other years when CCC donations were a small part of total
domestic distridbutions this index changes slightly, In years when these
donations were large in volume the index of additions in Table 3 differs
markedly from the one showm in Table 3, Im 1950, 1965, and 1956 domestic
doaations were of sufficient magnitude to change the adjusted index from
the one presented ia Tadle 2 in which all CCC distributions are weighted
equally,

The adjusted index presented in Tabdle 3 represents farm marketings
aad home consumption of dairy producss excluding sales to the goverament,
plus CCC domestic distridutions weighted to reflect user demand, As
mentioned earlier such weighting changes the adjusted imdex in three of
the eight years deing considered, From this it would appear that it is
helpful to kmow the type of distridution taking place whea evaluatiag
the effect of these distributions on the available supply of dairy pro-
dusts., However, it should be pointed out that such a weighting changed
the index of availability by only one index numdber in each of the in-
staases vhen & change 4id take place,

0C0 Purchases and Distributions of Dairy Products in
ihe Postwar Period Related to the Farm Marketings

of Dairy Products as Neasured in the Index
- of Yarm Marketing

Yhen the volume of goverament purchases and/or distribution is
,compared te tetal farm marketings of dairy products it is an even greater
share of the total thaa it was showm to be in the previous three com=-
parisoas,
Ia Table 4 a set of indexes ars presented vhich relate the sud-

index en marketing to the velume of govermaent purchases and distribdutions,
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TABLE 4,-Volume of CCC removal from aand additions to the available supply
of dairy products duriag the postwar period in relation to farm marketings
of dairy products

Pudlished Index of Index of Index of

Caleadar Index Cco0 ccC Net Adjusted
Year 1947-49 3 100 Removal . Additions Change Index
(1) (2) (3) (4) (s)
1949 103 1,92 0.25 -3 100
1950 102 3.02 2,73 0 102
1961 100 0l 47 0 100
1963 108 26 o0l 0 102
1953 108 8,32 1,54 -? 101
1954 111 © 7,65 3. 47 o4 107
1955 13 3.96 2,84 -l 112
1956 117 4,40 3,22 -1 116

Sources: Oolumn l—=Farm Ipcome Situation (Vashington, D.C.: U, 8,
Departaeat of Agriculture, March, 1957), Pe %%

Celums 2=3-=Computed from data in appendix and base weights used
in the published index of farm marketings.

Columm 4-=Columa 2 minus column 3,

Column 5~=Column 1 minus column 4,

The index of removal shown here is a measure of government purchases
as & part of total fara marketings, Comparing this index with the published
index shows the relation of sales to government to other farm marketings
of dairy predusts,

The index of additions ia Table § relates government distridutions
to farm marketings and provides an indication of the importaace of these
distridutions as a part of total fara marketings of dairy products.

The index of net change is a measure of the net change in the volume
of dairy produsts eatering the domestic market as a result of CCC pur=
chases and distridutions, VYhen evaluating the effect of governmeat purchases
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asd distridbution on the quantity of dairy products available to meet
markst demand & measure such as this seems to be the relevant one,

The adjusted index of farm marketings is a measure of farm marketing
to duyers other than CCC plus CCC distribution. The level of this index
provides aa indication of the quantity of dairy products in commercial
domestic channels, 7The index varied, dut slightly, arcund the level of
100 from 1949 through 1953, Ia 1954 the iamdex rose sharply to a level of
107, In 1956 and 1956 the steep rise continued reaching a level of 116
in 1956, This indicates that despite a substaatial purchase program the
quantity of dairy products moving in domestic market channels has increased
substantially during the past three years,



CHAPTER IV
THE FEED GRAINS PROGRAN

The first governmental prograa for a feed grain was initiated ia
1933 vhen Commodity Credi¢ Corporation offered loans to growers oa 1933
erop eon.l Price supporting leans have been availabdle on darley and
grain sorghams since 1940 and on oats since 1946.3 Purchase agreeaents
have deen available since 1947 for cora® and 1948 for the other feed
‘:lliu.‘

Leans made t0 growers on farm stored grain are secured by a chattel
on the grein, Loaans ea warehouse stored grain are secured bty a promissory
aote secured by a wareshouse receipt. The grower may pay off his loaa at
any time up to the maturity date at its face value plus any accrusd interess.
Reseal programs which allow extensions of the loan beyond the maturity
date have been ia operation during several eof the postwar years, The
placing of a quantity of feed greins under goverameant lean has the effect
of reducing the availabdle supply. If these loans are repaid during the
curreat year, this redunction is short-lived and really does mot reduce
the available supply Wt rether shifts the availability o a later date,
However, if these loans are not repaid and are either outstanding at the

16ora Price~Support Loan Operations, 1933-1953 (Vashington, D,0,:
U. 8, Department of Agriculture, 1953), p. 1.

3;&«11:\:1‘1 Cemmodity Programs, op. cit., p. 237,
350rn Price-Support Lean Operations, loc. cit,
Y3enedict aad Stine, op, cit., p. 229,
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close of the year or if the commodity is delivered to CCC & redusction in
the availabdle supply results, These loans can remain outstanding into
the next marksting year which provides the possibility of repayments of
loans on other than the current crop. Repayments of such loans have
the effect of adding to the available supply during the year inm which
they ocecur, Such repayments may either partially or totally offset

any reductioa in availabdle supply resulting from loans made on the
current crep.

Purchase agreements are also available as & means of price support
oa feed greins, These agrecments have been used less than loans, but
have been important in some years, Purchase agreements reduce the availe
able supply only when the commodity is actually delivered to CCC,

Corn is the major feed grain and the only one of the four designated
as bdasic commodity under price support legieslation, Support for the
other feed grains is provided under the authority to support other non-
besic agricultural commodities,

Relatively strong demand for feed grains plus a small corn crop in
1947 held feed grain prices above support level from the close of World
Yar II through the 1947 marketing year.® Ia 1948, however, a record
cora crop accompanied by & decline in demand for feed grains caused
prices to decline and CCC to become an important factor in the market,

Although there are no currently available data on CCC sales of feed
greins in domestic markets prior to July 1, 1949, there is a strong indi-
cation that such sales were of small importance during the period July 1,
1946, through June 30, 1946, Data on total feed grain ssles during this

5‘&0 marketing year for ocats and barley is from July 1 through
June 30; for corn and grein sorghums the marketing year is from October 1

through September 20,
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time period indicate that the sales were of relatively small volnno.s
Data on OCC stocks of feed grains over this same period indicate a large
share of these stocks were committed for foreign distridution,” These
committments of CCC stocks would indicate that during this period a
substantial portion of total OCC sales were in foreign markets. The
physical volumes of feed grains represented by the indexes of removal
and additions are shown in Tables 2a through 54 in the appendix,

In 1948 a record cora crop was harvested in the United States,
The index of total output of feed greins was at a record level of 116,
¥ith these conditions prevailing OCC became aa important outles for feed
grein producers, In 1948 the index of CCC removal was equal to 10,80,
vhich represented a quantity of feed greins equal to slightly more than
9 pezceat of the total faram output of feed grains, VWith few CCC sales
ia the domestic market an index mumber of 105, bdased en the index of
tetal farm output, would de a relatively accurate measure of the quantity
of feel greins produced aad available o be sold in commercial domestic
markets wvith the remaining output being remeved from supply by 0CC loans
asd purchases, 4 ocomparison of the index of removal showa in Tadble 5

S%otal feed grain sales from July 1, 1946, through June 30, 1949,
were as follows: bdarley, 20,107,482 dushels; eats, 10,404,805 bushels;
grain sorghums, 10,456,794 cwt,, and corn, 9,047,664 bushels, Report of
Jinsncial Condition and Operations, conodig Credit Corporation as of
June 20, . 1947, 1948, “and 1949 (Vashington, D,0.3 U, 8, Goverament Printing
0ffice, 1947, 1948, and 1949),

7&0:_% of Financial Condition and Operation, Commodity Credit
Corporation as of June 30, June 30, 1947, J’m 30, 1948, and Docenbor 31. 1948
Th": m’)'utu" “D.C.: U, 8, Government Printiag Office, 1947, 1948, and
1940),
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vith the published index of farm output of feed greains provides an
indicatioa of the magnitude of CCC removal of feed grains in relation

to total faram output of feed greins,

PARLE 5.~Volume of CCC removal from and additions to the available supply

of feed grains during the postwar period in relation to total fara output
of feed greins

Published Index of Index of Index of

Maxketing Index ccc ccce Net Adjusted
Yoar 1947=-49 = 100 Removal Additions Change Index
(1) (2) (3) (4) (5)
1948 116 10, 80 -—a =1l 106
1949 103 7.39 79 -7 96
1980 104 -1,51 1.68 3 107
1961 97 o2l 3.08 3 100
1962 102 7.18 1.53 -6 97
1963 101 10,562 5,22 -8 96
1964 108 9,95 1.77 -8 97
19566 111 12,71 2,24 «10 101

®Zstinated to Dbe equal to sero,

Sources: Columa 1~-Changes in Farm Production and Bffict
(¥ashington, D,C.: U, 8, Department of Agriculture, 1956), pp. 8-9.

Columns 2-3==0omputed from data in appendix and base weights used
in the index of total farm output.

Column 4-=Column 2 minus column 3 rounded to the nearest whole
number,

Column 5~=Column 1 mimus columm 4,

An explanation is in order for the figures presented for 1950.
The removal index is & measure of the quantity of feed grains produced
during year § and delivered $o OCC at the close of tth marketing year
plus the quantity of feed grains produced during year £ on which 0O
loans are eutstanding at the close of the tth marketing year minus
' the quantity of feed grains produced im years t ‘minus 1 on which

loans are repaid during the tth marketing year, This index indicates
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8 net addition to available supply during the 1960 marketing year, At

the beginning of the feed grains marketing years in July and October of
1950 substantial quantities of 1949 crop feed grains were in the hands of
producers, but under CCC loans, VWith feed grain prices rising during the
marketing year a large portion of these loans were repaid, This rise in
the price of feed grains also caused the quantity of 1950 crop feed grains
delivered to CCC or remaining under loan at the close of the marketing year
to be relatively small, The net effect was that the quantity of feed
greins represented by Wnt of "0l1d" loans exceeded the Mtity re=
moved from supply by COCC loans and purchases, resulting im a negative
index of removal, CCC domestic sales during the 1950 marketing year

were equal to an index number of 1,68, In total, CCC operatioms of pre-~
vious and the current year resulted in & net addition to the available
supply of feed grains equal to an index number of 3,21 in terms of the
index of total farm output of feed grains,

The index of additions, which is & measure of CCC sales of feed
grains in the domestic market as & part of total farm output, was equal
to 3,08 in 1951, The quantity of feed greains represented by this index
number was equal to more than 3 per cent of the total farm output of
feed grains in 1951, The majority of these sales were commercial sales
of comn,

During the 1953 marketing year OCC removal and additions were both
equal to rather large porsioas of totli farn output of feed grains; removal
vas equal t0 10,5 per cent, and additions were equal to 5 per cent, CCC
sales during the 1963 marketing year consisted mainly of out-of=condition
corn sales with over 146 million bushels of such corn being sold in
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domestic markets from October 1, 1953, through Septeamber 30, 1954,

CCC removal of feed grains continued high during 1954 and reached
& peak in 1955 with total CCC removal of feed grains equal to 11,6 per
cent of the total farm output of feed grains,

Examination of the index of net change presented in Tadle 6 in-
dicates that the net effect of CCC activities on the available supply
of feed grains in relation to the total farm output of feed grains has
ranged from & reduction equal to 10 per cent ‘to an increase equal to
3 percent, Such a variation in the impact of government programs on the
avallable supply of feed grains indicates that any evaluation of the
program's effect should consider CCC removal, 0CO additions, and the
part that each has played in ylelding the results obtained, This index
also indicates that CCC programs have tended to offset wvariation in farm
output of feed grains, This was especially true during the 1951-1955
period,

f CCC Loan, Purchase, and Disposal Programs

lation to Farm Marketings and Home
Consumption of Feed Grains

i
!T’

As indicated in the opening section, CCC was not an important
outlet for feed grain producers prior to the 1948 marketing year, In
terms of volume delivered to CCC corn was by far the most important
feed grain involved in price support programs at that time, Therefors,
adjustment of the index of farm marketings and home consumption of feed
grains on a calendar year basis from 1949 through 1956 will include the
majority of OCC activities in feed grains, from the close of World ¥War
I1 through calendar year 1956,



- 44 -

In Table 6 indexes are presented which provide an indication of the
relative importance of CCC removal in relation to total farm marketings
and home coasumption of feed grains and the importance of CCC sales in
the domestic market in relation to these two factors, The fact that
relatively small quantities of feed grains are marketed or consumed on
home farms renders quantities removed from or added to the availabdle
lﬁppl: of feed grains by CCC programs & relatively large part of the total
fara marketings and home consumption of feed greins,

TABLE 6.=VYolume of OCC removal from and additions to the available supply

of feed grains during the postwar period in relation to farm marketings
and home consumption of feed grains

Published Index of Index of Index of

Calendar Index cce ccc Net Adjusted
Year 1947-49 = 100 Removal Additions  Ohange Index

(1) (2) (3) (4) (5)
1949 121 36, 84 0.43% «36 85
1950 112 20,15 2,79 17 95
1961 88 3,13 6,07 3 91
1952 91 -2, 80 14,22 17 108
1953 107 29,27 7.18 -22 85
1954 125 32,83 13,18 «20 106
1965 136 35,90 5.04 =31 106

1956 135 34, 68 6.15 -29 106

‘xoprnontl domestic sales during the last 6 months of 1949 oaly,

Sources: Celumn 1=~1949-19654~-B, ¥, Grove and M, ¥, Cannon, New

Numbers of Farm Marketings and Home Consumption (Washington, D.0.:
U. 8. Doputunt of Agricultare, 1966), p. 16,

Columns 2-3=<0omputed from data in appendix and base weights used
in the published index of farm marketings and home consumption,

Column 4=<Column 2 mimus column 3 (rounded to the nearest whole
aumder),

Coelumn 5-=0olumn 1 minus columa 4,
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In 1949 large quantities of corn from the record crop of 1948 were
marketed, These marketings, plus other factors, caused a general lowering
of feed grain prices in commercial markets, Under these conditions CCC
loans and purchase agreements became an attractive arrangement for feed
grain producers, The degree of attractiveness is indicated by the high
level of the index of CCC removal based on the index of farm marketings
aad home sconsumption, In 1949 CCC removal was equal to 30 per cent of
total farm marketing and home consumption of feed grains,

The index for removal for 1950 is equal to 20,15, dbut ia arriving
at this index mumber counterbalancing factors have been considered,
These two factors are deliveries to CCC, and repayments of loans, JYor
example, 330,8 million bushels of corn were dslivered to CCC in payment
of loans during 1950 plus 53,9 million bushels that were delivered to CCO
ia fulfillmeat of purchase agreements, Offsetting these large removal
figures are largs quantities of com on which loans were repaid, Te
aet change in loans eutstanding on com during 1950 was a minus 168,65
aillioa bushels, This same type of activity was carried oan in other
feed grains with repaymeat of loans on oats exceeding removal by loaans
and purchases,

¥ith feed grein prices rising during 1953 feed grein producers,
and especially cora aad grein sorghum producers repaid locans on large
quaatities of their 1961 erop during the 1952 calendar year, resulting
ia & negative index of removal for the year, OCO sales were also very
high ia 1953 with domestic sales of corn equal to 198,68 million bushels,
These corn sales plus other feed grain sales yield an index eof additions
oqual to 14,22 which represents & quantity of feed greins equal to 16
per ceat of total farm marketings and home consumption of feed greins,
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During 1954 CCC loans and purchases removed more than 360 million
bushels ef cora from the available supply, During that same year CCC
domestic corn sales were equal to 147,5 million bushels, Of total domes=
tic cora sales out-of-condition sales were equal to 131 million dushels,
CCC cora sales were equal to slightly more than 40 percent of comn
reaoval during 1954, These large CCC corm operations are the primary
reasons for the high level of the indexes of removal and additions during
that year,

In 1965 the index of CCC removal rose to 35,90=-0only slightly under
the high poiant for the time period considered in this study, OCC removal
was. oqual to0 more thaa 27 per cent of the total farm marketings and home
consumptioa in 1956,

In 1956 0CC removal continued to be an importaat part of total farm
marketings and home consumption with the removal index equal to 34,68,
Total OCC operations in 1956 resulted in an adjusted index of 106--slightly
higher than ia 1955,

Exanination of the adjusted index indicates that despite heavy
removal by CCC the index has been stable for the past three years at
& level much higher than ia any of the other yeass examined except 1952,
However, the reascn for this higher level in the past three years appears
$0 be for two reasons, In 1954 the adjusted index was forced upward
%W & higher level of CCC sales in domestic markets, Ia 1955 and 1956
CCC sales were back at & more normal level but total farm marketings and
home consumption had risen sufficiently to hold the adjusted iadex at
approximately the same level., This higher level of the adjusted index
indicates that greater quantities of feed grains have been available in
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domestic, commercial markets during the past three years,

Magnitude of OCC loan, Purchase, and Disposal Programs

in Relation to Farm Marketings and Home
Consumption of Feed Greins When Various

2ypes of CCC Sales Are

Considered

Ia the previous section reference has been made to two types of

CCC sales of feed greains in the domestic market, these being commercial

sales, and out=of-condition sales,

Yeed greins have also been supplied

to domestic users under the emergency feed program, To reflect the

relative impact of each type of sale on available supply, different

price weights have beea assigned to each in constructing the index of

additions showmn ia Table 7,

TABLE 7.=Volume of OCC removal from and additions to the availadble supply
of feed grains in relation to farm marketings and home consumption of
feed greains vhen various types of CCC sales are weighted to reflect their

impact on available supply

Published Index of Index of Index of
Calendar Index cce oce Net Adjusted
Year 1947-49 g 100 Removal Additions Change - Index
(1) (2) (2) (4) (8)
1949 121 36,84 0.43" «36 85
1980 112 20,16 3,70 =17 95
1981 88 3.13 5,96 3 91
1952 ) -3.80 14,31 1?7 108
1953 107 29,37 6.71 -23 84
1954 126 33,83 11,93 =31 104
1966 136 38, 90 4,65 =31 106
1986 136 34, 68 6,69 =39 106
SRepresents sales during the last 6 months of 1949 only,
Cemmercial sales are weighted at dase weight prices, Out-ef-condition

sales, wvhich are sales of CCC stocks which have been declared out of con~

dition asd/or unfit for further storage, are weighted at 80 per cent of
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their base weight price., Assignment of such a price weight to out-of-
eondition sales is somevhat arbitrary, but there are indications that
such & price weight is fairly accurate in estimating the relative impact
of commodities s0ld as out-of-condition on availabdble lupply.a Distri-
butions under the emergency feed program were weighted on the basis of the
degree of substitution of the commodity being distributed for grein sor-
ghums, Corn distridbuted under this program is weighted at 90 per cent
of the dase price of grein sorghum and oats at 456 per cent of the base
price of grain aorghnnc.g

Use of these weights ylelds an index of additions which is slightly
lover than the one presented in Table 6 for each of the years under con-
oid.r;tlon. These changes were sufficiently large in only two years (1953
and 1954) to change the adjusted index from the one presented in Tadle 6,
and then only by a single index number, %This lack of change in the
iadexes should not be used to imply that sales other than commercial sales
have been unimportant, Emergency feed sales have never been of sufficient
cts, to influence the indexes, Out-cf=condition sales have been a large
part of total COC sales of feed greins in some years, but, given the
weighting system used, very large out-of-condition sales fail to shift
the indexes by any great amount,

8\ review of receipts of grein by carload lots at the Chicago
terminal market published daily in the ¥all Street Journal which dis~
tinquishes between CCC grain and other grain indicates very few cars
of CCC grain contain more than 10 per cent damage, A major portion
contain consideradbly less,

’bo_n price weights assign a value to each of these feed greins
wvhich is approximately equal to the relative feeding value of the two
greins and grein sorghum, but at less than the value of grain sorghum
due to & lack of effective demand,
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Magnitude of 0CC Loan, Purchase, and Disposal Progrsms
in Relation to Total Farm Marketings of Feed Grains

Home consumption of feed grains as measured in the index of farm
marketings and home consumption is a very small part of the total quantity
represented in the index, Therefore, a comparison of the volume of CCC
removal from and additions to the available supply in relation to the
‘index of farm marketings yields & very similar set of relationships as
showmn ia Table 6,

Indexes in Table 8 indicate that CCC removal and additions have
been & large proportion of total farm marketings in the postwar period,
The adjusted index of farm marketings represents the quantity of feed
grains entering domestic markets from produce sales to buyers other than
CCC plus OCC sales in domestic markets, plus the net change in the gquantities
under loan, The spread between this index and the published index pro~
vides an indication of the relative importance of CCC activity in relation
to total farm marketings and the removal and addition indexss provide
an insight into the reasons for this spread,

Examination of the magnitude of CCC loan, purchase, and domestic
sales of feed grains in relation to total farm output, farm marketings,
and home consumption of feed greins indicates that governmental programs
have influenced substantial portions of these total quantities, However,
these indexes indicate that the flow of feed greins to and from government
has varied in bYoth direction and volume, The timing of the changes in
the direction of this flow has very likely had a dampening effect on price
flucwations in the feed grains, It would bde expected that this dampening
effect would work in either direction--that is, an increase in the availabdle
supply should tend to push prices dowm in the same way that a decrease
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iz available supply should tend to hold prices up.

TABLE 8,~Yolume of OCC removal from and additions to the availadble supply
of feed grainsg during the postwar period in relation to faram marketings
of feed greins

Published Index of Index of Index of

Calendar Index ocC cce Net Adjusted
Year 1947=49 = 100 Removal Additions Change Index

(1) (2) (3) (4) (5)
1949 121 37,26 0. 43" «37 4
1960 113 20,27 2,82 =18 95
1951 88 3.16 6.13 3 921
1962 91 -3, 83 14,38 17 108
1983 107 29,60 17,26 -2 84
1954 126 _ 33,20 13, 33 «20 106
19856 136 37,33 6.10 =32 104
1956 136 35,07 6,22 29 106

.l-prount: sales in the last 6 months of 1949 enly,

Sources; Ooluma l--Farm Income Situation (Washington, D.C.: U, S.
Departsent of Agricnltnr‘. March, 1957), Pe 9

Oolumn 3-3==Computed from data in appendix and base weights used
in the index of farm marketings,

Oolumn 4==Columm 2 minus column 3 (rounded to nearest whole number),
Column 5--0olumn 1 minus column 4,



CHAPTIR ¥
THE JOOD GRAINS PROGRAN

Three food grains have been involved in price support programs during
the postwar period, These food grains are rye, rice, and vheat,

In terms of valus or volume wheat has been by far the most prominent
in government price support operations, Provision for price support loans
on wheat were first made in 1938 Wheat prices have been supported during
the postwar period by means of loans and purchase agreements, Strong
export demand for wheat from 1945 through 1947 held wheat prices above the
support level through the 1947 marketing yur.z A record wheat crop in
1947 restored depleted supplies, and & large wheat crop in 1948 pushed
vheat prices bdelov the support level, During the 1948 marketing year
0CC loans and purchase agreements became an important outlet for wheat
produsers,

Rye is aa important crop in some states but is not & large part of
the overall orop program, OCO loans have been available on rye since 1939,
Support has beea provided in the postwar period by means of loans and
purchase agreements, The rye program has not been large in total or as
a part of the total production, Rye prices remained high through the

Lyneat Stabiliszation Activities (Washington, D,0.: U, S, Department
of Agriculture, June, 19566), p. 1.

3mmun¢nutorvhutudm1-Juy1mem.
aad for rice August 1 through July 3l.
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1947 marketing year, bus declined sharply in 1948.% With prices declining
during the 1948 marketing year rye producers began to make use of CCO
leans and purchase agreements which were available to them, _

Rice is defined as a basic commodity by price support logilh;ion.
Loaas have been availadle to rice producers since 1933, bdut prior to 1948
very little rice was pledged for CCC loans, During the period under con-
sideration price supports have been available to rice producers in the
fora of loans and purchase agreements, VWith the removal of price ceilings
on rice at the close of VWorld War II rice prices rose nharply." ¥ith
prices rising during 1946 and 1947 CCO loans and purchases were of small
impertance, However, falling prices in 1948 and 1949 resulted in subd-
stantial quantities of rice being placed under CCC loan and/or delivered
to CCO through purchase agreements,

The foregoing would indicate that the impact of CCC removal on the
available supply of food grains from the close of World War II through the
1947 marketing year was of small importance, The impact of CCC additions
on the available supply eof food grains during this same period cannot
be precisely determined becsuse of & lack of data on OCC domestic sales
prior to July 1, 1949, However, there are strong indications that CCC
domestic sales of food greins were small prior to July 1, 1948,5

slcuom aversage price per bushel received by farmers for rye from

1946-1948 was as follows: 1946, $1,.92; 1947, $2,26: 1948, $1.46, cul tural
Statistics, 1956, ep, cit., p. 14,
4

Seasonal average price per dag received by farmers for rice from
1945-1949 was as follows: 1945, $3,.98; 1946, $5,00; 1947, $5,97; 1948, $4.88;
1949, $4.10, 1vi4,, p. 19,

58!10- of food grains not specifically merked for export from July-1,
1948, through June 30, 1949, are as follows: wheat, 38,672,562 bushels;
rye, 10,566 bushels, Report of Financial Condition and Operations, CCC as of
June 30, 1947, 1948, and 1949, op, cit,.
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VYarious relationships between the volume of food greins involved in
CCC loam, purchase, and disposal programs and farm output and farm mar-
ketings and home consumption of food grains are descrided in the following
sections, The physical volume of the individual food grains represented
by the indexes of removal and additions are shown in Tables 6a through 84
of the appendix, In constructing these indexes milled rice has been con-
verted to rough equivalent at the rate of 1,52 pounds of rough rice per
pound of milled rice.S

Magnitude of CCC Loan, Purchase, and Disposal

Progrems in Relation to Total Farm
Output of Food Grains

In Table 9 a group of indexes is presented which show the megnitude
of OCC removal from and additions to the supply of food greins available
in domestic markets related to total farm output of food grains as measured
ia the index ef total farm output,

The index of removal shown in Table 9 is a measure of the quantity of
food grains removed from the available supply by OCC loan and purchase
operations based on the index of total farm output of food greins, The
index mumbers presented in column 2 of Table 9 represeats CCO removal
of food grains as a part of the index of total farm output of food grains,
In 1953 the index of total farm output of food grains was equal to 96, and
the index of OCC removal of food grains based on the index of total farm
output was 36,17, If OCCC sales of food greins in the domestic market are
disregarded this removal index would indicate that an index number of 60,
based on the index of total farm output, would be representative of the

quantity of food greins produced in 1953 and available to be sold in

Spgricultural Statistics, 1956, op. cit., p. X (Introduction).
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commercial domestic markets, In percentage terms CCC removal was equal
to 38 per cent of the total fara output of food grains in 1953,
PABIE 9.-Yolume of CCC removal from and additions to the available supply

of food graias during the postwar period in relation to total farm output
of food grains

Published Index of Index of Index of

Marketing Index cco cco Net Adjusted
Yoar 194749 g 100 Removal Additions Change Index

(1) (2) (3) (4) (5)
1948 103 23,04 R 23 80
1949 89 19,24 1,52 =18 71
1960 83 2,3 1,54 -] 82
1952 106 28,81 «89 ~28 44
1963 96 36,17 1,09 =35 61
1954 86 35,55 5,43 «30 65
1955 80 26,23 1,84 =24 56

‘lltmtod to de zero,

Sources: Column l=~Changes in Farm Production and Efficiency
(Washington, D.0,3 U, 8. Department of Agriculture, 1956), pp. 8-9,

Column 3=3-=0omputed from data in appendix using base weights
used in published index of farm output,

Column 4==Column 2 minus column 3 (rounded to nearest whole number),

Column 5~=0olumn 1 minus column 4,

The index of removal of food grains represents a much greater
quantity of wheat than either of the other two food grains, The quantities
represented by the index number for 1948 will be used as an example, In
that year the index of CCC removal was equal to 23,04 with the amount of
vheat represented equal to 265.9 million bushels, The remaining quantity

of food greins represented by this index number is less than a million
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bushels of rye and slightly over 10,000 hundred-weight of rice, This
overriding influence of wheat on the removal index is the primary reason
for this index being positive during the 1950 marketing year, The quantity
of rye and rice on which "0l1d" loans were repaid during the 1950 marketing
Year exceeded the quantity removed by loans and purchases, but removal of
vheat was sufficient to keep the index positive,

A year-hy-year comparison of the index of removal and the published
index of farm output indicates the part of total output that has been re~
moved from availadle supply by CCC loan and purchase programs, Such a
comparison shows that CCC removal has been an important part of total
fara output of food grains during each of the marketing years considered
with the exception of 1951,

The index of CCC additions in Table 9 is a measure of CCC sales of
food grains in the domestic market, by marketing year, in relation to total
fara output of food grains as measured in the index of total farm output,
A comparison of the index of additions shown in Tadle 9 with the published
index of total farm output of food grains reveals the relative importance
of these additions to total farm output, Such a comparison indicates
that CCC domestic sales of food grains have been a rather samall percen-
tage of total farm output of food grains during each of the marketing
Years considered with the exception of 1954, Ia 1954 dom;suc sales of
food grains by CCC were equal to 6 per cent of total farm output of food
grains, A substantial increase in the domestic sale of rice during the
1964 marketing year was the primary reason for the sudden rise in the
index of CCC additions for 1954,
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The index of net change is a measure of the net change in the avall-
abdle supply of food grains as a result of CCO loan, purchass, and disposal
pregrams in relation to total farm output of food grains, This index
indicates that CCC activity has lowered the available supply of food
grains available in domestic markets by an amount equal to a rather large
percentage of total farm output of food grains in six of the eight years
considered,

The adjusted index is & measure of the quantity of food greins
produced and not removed from availadle supply by CCC loan and purchase
programs plus COC sales in the domestic market, The index indicates the
quaatity of food greins deing produced and available to be scld ia com~
mercial domestic markets, The general trend in this index appears to be
downward indicating that smaller quantities of food greins have been
availadle in domestic markets during the latter part of the peried con-
sidered, The lower level of this index appears to be dus to & lower
level of total farm output of food grains coupled with a continued high
level of CCC removal,

Magnitude of OCO Loan, Purchase, and Disposal Progrems
in Belation to Farm Marketings and Home
Consumption of Food Greins

As indicated in the opening section of this chapter, CCC loans and
purchases of food grains were of saall importance prior to the 1948
marketing year, The indexes presented in Table 10 have deen constructed
by ealendar year from 1949 through 1956, CCC activity during the 1948

aaxketing year prior te Jamuary 1, 1949, is not measured in these in-
dexes,
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SANLE 10.eVelume of CCC removal from and additions to the available supply
of food greims during the postwar period in relation to farm marketings
and home eonsumption of food grains

Published Index of Index of Index of

Caleadar Index 66 cce Net Adjusted
Year 1947=40 = 100 Removal Additions Change Index
(1) (2) (3) (4) (8)
1949 98 33,46 0.91"* «33 65
1980 a 11,36 1.73 =10 n
1981 77 3,99 077 -2 75
1963 98 21,93 1.28 21 /]
1953 96 39,25 .59 39 57
1954 92 37,88 3,27 «35 57
1956 81 21,36 6.20 «26 56
1956 5 28,99 3,17 27 58

8Represents domestic sales during the last 6 months of 1949 only,

Sources: Ooluma 1==1949-1954, B, ¥, Grove and N, F, Cannon, New
Index Bumbers of Farm Marketings and Home Consumptioa (Washington, D.C.:
v 8, Dcpartunt of Agriculture, 1956), P. 16, 1955-1956 telephone
conversatioa with B, ¥, Grove, Agricul tural Marketing Service, Washington,
D.8.

Column 8-3==0omputed from data in appendix and base weights wsed in
published index of farm marketings and home consumption,

Columa 4=~0oluma 2 mims columa 3 (rounded $o nearest whole mumber).
Column S-=0olumn 1 mimas column 4,

The iadex of removal shown in Table 10 is a measure of CCC removal
as part of total fara marketings and home consumption of food greins, A
eomparison of this index with the published index of farm marketings and
home consumptiea provides an indication of the importance of CCC removal
ia relatioa te total farm marketings and home consumptioa of food grains,
During 1953 the index of removal was equal to 39,25 which represents a
quantity of feod greias equal to 41 per cent of total farm marketings



o 58 @

and home consumption, An index number of 57, based on the index eof farm
marketings and home consumption, would be representative of farm marketing
to duyers other thaa CCC and home consumption of food grains in 1953, A
like comparison for each of the postwar years considered indicates thas
CCC removal has been an important part of total farm marketings and home
consumption of food greins, The index of removal for 1951 indicates that
Oocyrc-ovll was equal to & quantity of food grains that can be represented
by aa iadex number of 2,99, based on the index of farm marketings and home
consumption, However, deliveries to CCC during 1951 were to & large degree
offset by loaa repayments during that year, Rye removal was negative during
1951 with loan repayments exceeding removal by loans and purchases,

The index of COC additions of food grains shown im Tedble 10 is a
msagure of the quantity of food greins sold in domestic markets by OCC as
8 part of the total index of farm marketing and home consumption, Using
the quantity seld during calendar year 1954 as an example, we find CCC
sales of food greins in domestic markets equal to aa index number of
3,27 based on the index of farm marketings and home consumption, An
index number of 95 would be an acourate representation of the quantity
of foed greins availabdle in domestic markets or consumed on home farms,
This index number is & measure of farm marketings (including those to 0CC)
and home consumptiea of food greins, plus OCO sales ef food greins in
domestic markets, CCC sales have not been equal to a large part of total
fara marketings and home consumption of food greins during the majority
of the year eonsidered, HNowever, in 1966 CCC domestic sales were equal

to 6 per cent of total farm marketings and home consumption of food
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grains, Ia relation to 000 removal of food greins, additions have not
been large, This results in a rather large negative index of net change
during most of the year considered,

The index of net change shown in Table 10 is a measure of the net
impact of OCO loan, purehase, and disposal programs on the supply of food
grains available in domestic markets based on the published index of farm
marietings and home consumption. This index is & measure of the flow of
foed grains to and from government indicating both direction and quantity,
A comparison of this index with the published index of farm marketings
and home consumption shows the net effect of CCC loans, purchases, and
disposals on the available supply of food grains in relation to total
fara marketings and home consumption. Such a comparison indicates that
CCC has had a net effect equal to a substantial portion of farm marketings
aad home oonsumption during all but one of the years considered, This
index also indicates that the change has always been a reduction in the
available supply which has been a&s high as 41 per cent of total farm
marketings and home consumption,

The adjusted index in Table 10 represents farm marketings and home
consumption of f00d grains excluding the quantity removed by CCC plus
0CC domestic sales of food grains in the domestic market, The level
of this index appears to have been stabilized at a level of approximately
67 during the 1953 through 1966 pericd, Total farm marketings and home
consumption of food greins, as measured in the pudblished index, have fallen
steadlily over this same period, Varying levels of the index of net change,
due to varying levels of CCC removal and additions, have been the reasons
for the constant level of this index, The stable index level indicates
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that CCC programs have stabilized the supply of food grains available in

cemmercial, domestic markets during this time period,

Magnitude of CCC loan, Purchase, and Disposal Progrems
in Belation to Farm Marketings and Home Consumption
of Tood Grains When Various Types of CCC
Sales Are Considered

The index of remowval, the published index, and the adjusted index
showm in Table 11 are precisely the same as those shown in Tadble 10, The
index ef additions shown in Table 11 has been constructed using varying
price weights for each type of CCC sale, Commercial domestic sales of
food grains are weighted in the index at base weight prices, Out-ofes
condition eales are weighted at 90 per cent of their base weight value,
Distridbutions of wheat under the emergency feed progrem are valued at the
base weight price of corn on the basis of the likely substition of this
product for corm,

m 11,=Bffects of OCC programs on the available supply of food grains

vhen various types of CCC sales are weighted to reflect their impact on
available supply

——— — ——— —————
s — ———— S ———

Published Index of Index of Index of

Calendar Index 0co cce Yot Adjusted
Year 1947-49 = 100 Removal Additions Change Index

(1) (2) (3) (4) (5)
1949 98 33,46 0.91* «Z3 66
1960 81 11,36 1,70 «10 n
19561 V44 2,99 76 -2 75
1962 98 21,93 1.27 =21 ™
1953 96 39,236 « 58 =39 57
19564 92 37.88 3.12 =25 57
1966 81 31,38 5.13 =28 56
1956 85 28,99 2.10 =2? 58

‘lopreunt. domestic sales during the last six months of 1949 only.
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Total OCC sales of food greins in domestic markets have been relatively
small éduring the postwar years considered in this study. The very small
difference between the indexss of additions shown in Teble 11 and Table 10
indicates that sales other than commercial domestic sales have been
relatively small during the postwar period, From this it would seem that
& lumping of all CCC distributions of food greins into one category would
not lead to serious errors, However, if out=cf=condition sales of wheat
oontinue to grow as they have during 1966 and 1966 it will become in-
creasingly important to consider these distributions as a separate part
of the total,

tude of CCO Loan, Purchase, and Disposal Programs
in Relation to Farm Marketings of Food Grains

The indexes presented in Tadle 12 indicate the volume of food greins
involved in CCC loan, purchase, and disposal programs in relation te
farm marketings of food grains, The physical quantity of food grains re=
presented Wy the home consumption component of the index of farm marketings
and home comsumption index of food grains is rather small, Therefore,
Ooc'r.ow.l aad additions are approximately the same proportion of farm
marketings as they are of farm marketings and home consumption, The
indexss shown in Table 13 are slightly higher but are generally th.o same
as those shown ia Table 10, These indexes indicate that OCC removal has
beea & large portioa of total farm marketings of food greins during seven
out of the eight years considered, Comparison of the adjusted index with
the published index indicates that the net impact of CCC activity has been
o lessen the quantity of food greins availadle in domestic markets during
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TABLE 12.=Volume of CCC removal from and additions to the available supply
of feod grains during the postwar period in relation to farm marketings
- of food greins

— ———

Published Index of Index of Index of

|

Calendar Index (+]o] Ccce Yet Adjusted
Year 1947-49 g 100 Removal Additions Change Index
(1) (2) (3) (4) (5)
1940 98 33,56 0.0" «33 66
1960 8 11,40 1,74 «l0 n
1861 ™ 3.01 «78 -2 75
1962 98 21,99 1,29 2l ”
1953 96 39,37 .60 =39 57
1954 91 37,99 3,28 =36 56
1956 80 31.46 5,21 =26 54
11956 84 29,08 2,81 «2?7 57

'Iqaromtu domestic sales during the last six months of 1949 only,

Sowrces: OColuma l-=-Farm Income Situation (¥Washington, D.C.: U. 8.
Department of Agriculture, March, 1956) , Pe 9

Column 3-3-=Oomputed from data in appendix using dase weights
used in published index of farm marketings,

Column 4==Column 2 mims column 3 (rounded to nearest whole aumber),
Columa S-=Column 1 minus column 4,

The foregoing sections indicate that CCC programs have influenced
quantities of food grains equal to a substantial portion of the total
quaatity of food greins represented in the published indexss of farm oute
put aad farm marketing and home consumption. There is also an indication
that COC removal has far outweighed CCC additions in almost every year,
The fact that there have been substantial additions of rye and rice in
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cortain years is not shown by these indexes due to an aggregation pro=-
blem, The adjusted indexes, which are measures of the available supply
of food grains with respect to farm output or farm marketings and home
consumption of food greins, indicate that the available supply of food
grains was relatively low in 1949, rose somewhat during the Korean con-
flict, and since that time have been stable at a level below earlier
postwar levels, 8tability of the available supply of food greins during
the past four years has been accomplished by warying the amount of CCC
removal o compensate for changes in farm output and farm marketing and

home consumption of food greins,



CHAPTER VI
CCC COTTON PROGRAMS

CCC price supporting loans have been available to cotton producers
continuously from 1933 to date with the exception of the 1936 marketing

1 fhese 1oan§ may be obtained by cotton producers in three different

year,
vays, 2

Probadly the most common method of obtaining & loan is by delivering
ginned cotton to & warehouse arproved by CCC and obtaining & warehouse
receipt for the quantity delivered., After the cotton has -been classed
the producer can obtain a loan through CCC with the warehouse receipt and
classification slip serving as collateral for the loan,

Members of cooperative marketing associations can obtain loans through
their associations, The producer obtains a loan directly from the associ-
ation, The association, in turn, uses the documents covering the cotton
| as collateral to obtein a loan from CCC,

It 1s aleo possidle for the producer to obtain & loan on farm stored
cotton, The farm storage must be approved bty the local ASC committee, and
the loan is secured by a chattel mortgage,

Loan cotton is that cotton upon which the producer has obtained a loan

) 10otton Review of Commodity Credit Corporation Progrems (Washington,
D.C.s U. S, Department of Agriculture, December, 1954),

zrrice Progrems, Agriculture Information Bulletin No, 135 (Washington,
D.0et U. 8. Department of Agriculture, 1955), pp. 4=5,

- fd =
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from agencies other than cooperative marketing associations, When the
producer delivers his cotton to the marketing association warehouse he
loses control of its disposition, In disposing of loan cotton the producer
has three alternatives open to him, He may (1) sell his "equity" in the
cotton under loan, The equity represents the difference between the
amount dus on the loan and the amount the producer can receive in the local
market, 7The selling of equity simply involves the signing of the equity
transfer on the producer loan statement in the presence of a witness
suthorised by the county ASC committee, The buyer of the equity must then
Tepay the loan within & specified time period, (2) The producer may repsy
his loan and sell the cotton in the open market, (3) He may choose not

to repay his loan and allow CCC to take possession of the cotton in pay-
ment of the loan,

The fact that producers can sell their equity in loan cotton makes
it easier for this cotton to re-snter the availadle supply than possidle
vhen leans must be repaid by the producers bdefore selling the commodity,
Other than this, loans on cotton have the same effect on available supply
&s on other commodities,

Purchase agrsements have been available to producers of upland
cotton in the postwar period, but rather small quantities have been
delivered to CCC as & result of these agreements,

Another unique characteristic of the cotton progrem is the operation
of producer pools by 0CC, Producer pools are made up of cotton on which
loans have not been repaid at the final maturity date, CCC has, at times,

placed this cotton in a pool and sold it for the producer's account, each






producer sharing in the receipts at a rate based on the quantity of cotton
contributed to the pool, The effects of these sales on available supply
are the same as any other CCC sale or the repayment of an "o0ld" loan by
a producer,

Participation by cotton producers in postwar loan and purchase prow

grams was small prior to the 1948 marketing yoa.r.z’

The primary reason for
this is that cotton prices remained strong during the 1945 through 1947
marketing years, Ootton prices exceeded the support level during most of
these three years, In 1948 cotton production rose substantially and cotton
prices tended to fall to approximately the loan level. Under these cir-
cunstances cotton producers placed substantial quantities of cotton under
CCC loans, with large quantities remaining under loan at the close of the
mrketing year,

The following sections are concerned with the relation between CCC
removal from and additions to the available supply of cotton and total
fara output and total farm marketings of cotton, Only CCC removal and
additions of upland cotton have been measured in this study, Governmental
prograas for both American Xgyptian and extra long staple cotton have
bYeen in operation during the postwar period, However, it is felt that the
net effect of these programs on the awvailable supply of cotton has been
relatively small, The physical quantity of upland cotton represented by
the indexes of removal and additions are shown in Tables 9a through 94 in

the appendix, A conversion rate of 500 pounds per bale has been used in

3Pmd.ucors pledged very little cotton for loans during the 1945-
1947 marketing years with a majority of these loans being repaid prior to
the close of the marketing year, Quantities pledged are as follows: 1945,
316.0m bﬂl’l; 19“. 146.0& hl". and 1947’ 280.0& dales, Ootton.

Reviev of Commodity Credit Corporation Programs, op. cites pp. 18-19,



- 67 =
this study,*

Magnitude of CCC Loan and Purchase Programs for Cotton
in Relation | $o Total Farm Qutput of Ootton

The index of CCC removal shown in Table 13 is a measure of CCC re-
moval of cotton as a part of the index of total farm output of cotton,
The importance of CCC removal has varied considerably during the postwar
period, ranging from O to 40 percent of the total cotton production, In
1953 the index of total farm output of cotton was equal to 115 and the
index of CCC removal equal to 35,07, This would indicate that in index
number of 80 could be used to represent the quantity of cotton produced
in 1953 and availabdle for sale in commercial markets, Practically all
CCC removal of cotton represented in this index is a result of the loaﬁ
prograa,

The index of CCC additions shown in Table 13 is a measure of CCC
sales of cotton in the domestic market in relation to total farm out=
put of cotton, The index was equal to & number greater than 1 in only
two of the years considered, Thie indicates that CCC sales of cotton in
domestic markets have been vary small during most of the years considered,
Only in 1950 were these sales a substantial part of total production,
During the 1960 marketing year CCC sold 3.1 million bales of upland cotton
in the domestic market, The quantity of cotton s0ld by OCC inm the domestic
market ia 1950 was equal to 31.5 per cent of total farm output of cotton
during that year, During both the 1949 and 1950 marketing years CCC sales
of cotton were of sufficient magnitude to offset CCC removal and result
in a net addition to the availabdle supply.

Yagricultural Statistics, 1955, op. cit., p. IX (Sumary),



- 68 e

PABLE 13,=0CC removal from and additions to the awvailable supply of cotton
during the postwar period in relation to total faram output of cotton

Published Index of Index of Index of

Marketing Index CccC CcCC Net Ad justed

Year 1947-49 z 100 Removal Additions Change Index
(1) (2) (3) (4) (5)

1948 104 26,43 & -26 78
1949 113 2,66 4.47 2 1156
1950 70 .02 22,00 223 92
1951 106 2,24 .49 -3 104
1963 106 12,88 .01 «13 93
1953 115 35,07 «76 34 81
1954 96 8,46 .56 -8 88
1955 103 42,00 «90 -41 62

.Iltiutod to be equal to zero,

Sources: Columnl-=Changes in Farm Production and Efficien
(¥ashingten, D,0.: U, 8, Department of Agriculture, June, 1956), ppe 8-9.

Columns 2-3-~Computed from data in the appendix and base weights
used in the published index of farm output,

Columa 4=~=0olumn 23 minus column 3 (rounded %o nearest whole number),

Celumn 5--Column 1 minns column 4,

That the ehange in available supply of cotton as & result of CCO
programs has varied in both direction and magnitude is evidenced by the
iadex of net change showm ia Tabdle 13, During the 1960 marketing year
the aet effect of COC programs was to reise the availadle supply of cotton
by an amount equal to 31.5 per cent of cotton production during that year,
The reverse of this situation existed ia 1953 when CCC reduced the avail-
able supply by an amouant equal to 30 per cent ef that yearts crop,

The adjusted index, which represents cotton produced and not removed
froa aveilable supply by CCC plus CCC sales of cotton in the domestic market,
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has fluctuated rather widely over the time period considered, From a
relatively lov level in 1948 this index rose sharply in 1949 and remained
relatively high through the 1951 marketing year. During the 1953 through
1956 marketing years the level of this index has tended downward, indi-
cating a lowering of the availabdle supply of cotton in relation to pro-
duction, The lower level of this index during the latter portion of the
time period considered appears to be due to heavy removal by CCC with

prectically no sales in the domestic market.

E

f CCC Loan and Purchase Programs for Cotton

G GRS  EE—

in Relation to Farm Marketings and Home
Consumption of Cotton

In the published index of farm marketings and home consumption,
home consumption of cotton is consid.orodfo be O, Therefore, the indexes
presented in Table 14 are actually indexes of farm marketings of cotton,

The index of OCC removal shown in column 2 of Table 14 is a measure
of 0CC removal of cotton as a part of total farm marketings of cotton,
Jor example, in 1963 the index of farm marketings of cotton was equal
to 124 and the index of CCC remowval to 38,50, From this it would seea
that in index number of 85 would be representative of farm marketings of
estton 1f OCC removal is excluded from the marketings index, OCC removal
was equal to 31 per cent of total farm marketings in 1953, The index of
removal for 1950 is equal to & minus 12,38 indicating a net addition to
the available supply of cotton, Heavy repayments of loans during calendar
Year 1950 were due to rising cotton prices prior to the takeover date
for the 1949 ecotton crop,

The ocutstanding characteristic of the index of OCC additions of

cotton, bdased on the index of farm marketings of cotton, is its extremely
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low level im all except one of the years considered, This index indicates
that domestic CCC sales of cotton have been a very small part of total
fara marketings of cotton during the postwar period. Calendar year 1950
is the one exception to this statement, During that year CCC sold 3,7
million dales of upland cotton in the domestic market, These sales were
equal to 28 per cent of total farm marketings during that year,

TABLY 14,-CC0 removal from and additions to the availadble supply of cotton

during the postwar period in relation to farm marketings and home consumption
of cotton

Published Index of Index of Index of

Calendar Index cce CCeC " Net * Adjusted
Year 1947-49 s 100 Removal Additions Change Index

(1) (2) (3) (4) (5)
1949 116 8. 36 0,42* -8 108
1960 7 -12,38 22,25 35 114
1961 93 3,22 .54 -3 90
1952 102 3. 44 03 -3 98
1963 124 38,560 0,00 =39 86
1964 101 6. 49 65 -9 95
1956 101 29,41 50 =29 72
1956 99 25,50 74 25 74

®Includes sales during the last six months of 1949 only.

Sources: Oolumn 1~—1949-1954, E. ¥, Grove and N, ¥. Cannon, New
Index Numbers of Farm Marketings and Home Consumption (Washington, D,C.:
U, 8. Department of Agriculture, July, 1956), pp. 16=17, 1966-56 telephone
conversation with B, ¥, Grove, U, 8. Department of Agriculture,

Column 2-3==Computed from data in the appendix and base weights
used in pudlished index of farm merketings and home consumption,

Column 4==Column 2 minus column 3 (rounded to nearest whole number),

Columm S=~Column 1 minus columm 4,

The index of net change showm in Table 14 is a measure of the net



impact of CO0C programs on the available supply of cotton im relation to
total farm marketings of cotton, The index indicates that this impact

has fluctuated widely, But has been negative in all but one year, In

1950 the met impact of CCC programs was to increase the available supply
of cotton by an amount equal to 44 per cent of farm marketings of cotton
during that year, This abrupt shift in the direction of the flow of cotton
between OCC and the available supply came at a time when cotton prices
were rising, A priori reasoning would indicate that such an increase

in supply would tend to dampen the price rise,

The adjusted index, which is a measure of farm marketings of cotton,
excluding CCC loans and purchases, plus CCC sales of cotton in the domestic
market has tended downward during the time period considsred, It is
interesting to note that in 1960 the published index of farm marketings of
cotton was at its low point for the time period considered, but the adjusted
index, which includes CCC domestic sales, was at a peak, The downward
trend in this index indicates that CCC activity has tended to 1limit the
available supply of cotton during the latter part of the time period under
consideration,

There have been no domestic sales of cotton other than commercial,
domestic sales which must be made at 105 per cent of the current loan rate
plus reasonabdle oarrying charges, The lack of any other type of domestic
distribution is one of the reasons for the generally low level of domestic
sales,

In genersl it appears that CCC programs have tended to adjust the

availabdle supply of cotton to meet changes in demand, Total distribution



(i1l consumption plus exports) of cotton fell rather steadily from 1950
through ].955.5 Over this same period the adjusted indexes have also

marched downward rather steadily, This lowering of the adjusted indexes
has been accomplished by large scale removal of cotton by CCC to compen=-

sate for continmed high levels of production and marketing,

520_ Qotton Situation, (Washington, D.C.: U, 8, Department of
Agriculture, April, 19575. Table 15, p. 26,



CHAPTER VII
THE TOBACCO PROGBAM

Yhen referring to tobacco it is necessary to recognize that there
is a great deal of variety within this commodity classification, Seven
sajor kinds of tobacco are defined in price support legislation as being
types of the bdasic commodity known as 1;c»‘1:t.wm>.1 These are: JFlue=cured,
Jurley, Fire=cured, Dark Air Cured, Virginia Sun-cured, Maryland, and
cigar tobacco,

CCC price support loans have been made to tobacco producers through
their cooperative associations since 1936, Although there exists a
great variety in the Sypes of tobacco listed above, the operation of
these loan programs have much the same effect on the availabdle supply
regardless of the type of tobacco under consideration,

Recognizing a certain amount of variation among producing regions
the following is a generalized description of how producers obtain a price
support loaa on tod¥acco,~d

Producers who belong to one of the seventeen producer cooperative
associations in the United States and Puerto Rico may obtain advances on

tobacco at the price support level, The associations, under coatract

1!0‘!:‘000 Price Support and Related Operations (Washington, D.C.:
U. S, Department of Agriculture, 1949).

zlu‘o. Pe 2.
agriculture Iaforsation Bulletin No. 135, op. cit., pp. 5-6.
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wvith CCC, handle all operations connected \dt_p making advances to pro=
ducers, The operations of these associations are financed by loans from
cce.

If the offered price on tobacco sold at auction is below the pub-
lished loan rate, the lot is automatically consigned to "loan®, The
producer is then paid for his tobacco at the current loan rate for the
grede of todacco he is selling, The warehouse man who advances the grower
the proceeds of the loan is reimbursed by the marketing association with
funds borrowed froa the CCC,

The tobacco that is placed under loan by the association is dried,
packed, and held in storage for the account of the association, This
tobacco is marketed over time by the association at prices established
Jointly by these associations and CCC,

The procedure for obtaining a loan on cigar leaf tobacco is much
the same except that cigar leaf is not sold at auction, Producers of
cigar leaf deliver their product to warehouses maintained by the marketing
associations and receive their advance or loan on the basis of the grade
delivered and the published support price of the grade,

Purchase agreements have also been made availadle to todbacco pro-
ducers, but little if any tobacco has been supported in this manner,

‘ The importance of CCC price support loans on the availadle supply
of todacco is pointed out by Johnson imn his review of the Burley tobacco
progrea, 4

eseosBach year since non-recourse price supporting loans
were set up in 1940, a portion of the crop has been subject

‘Glm L. Johnson, "Burley Tobacco Control Programs", Bulletin
580, Kentucky Agricultural Experiment Station, University of Kentucky,

Lexington, Kentucky, February, 1962, pp. 56=67.



- 76 =

to possible diversions from commercial purchases to grower
assoclation stocks, the associations having administered
the lending operations under federal price support pro-
grams, Thus, two quantities are jointly determined in
the auction period, These two quantities are:

1, The U. S. season average price received
by farmers for durley tobacco

2. The amount of burley tobacco which has to
"go® to associations (i.e, be removed from
the market by direct price supporting loans)
if the support price is to be attained

Another important variable affecting the total available supply of
tobacco is the repayments of old loans by these associations and the selling
of accumulated stocks obtained in earlier years,

The impact of government programs on the available supply of todecco
has been drought about by the two factors described above, That is, by
diversion of current production to producer marketing associations, and
the subsequent sales of stocks obdtained in this fashion,

Quantities of tobacco actually becoming the property of CCC have
been rather insignificant dbut substantial amounts have been influenced
by the loan operations carried on through the grower marketing associ-
ations, Before examining the impact of CCC programs on the available
supply of tobacco, some explanation of methodology is necessary, The
availadle supply of tobacco is that quantity of tobacco which moves
freely in commercial markets with no restrictions as to selling price,

It has been argued that tobacco held by cooperative marketing associations

is part of the available supply.® However, this tobacco fails to meet

SLetter from Arthur G. Conover, Head, Tobacco and Specialty Crops
Section, Statlistical and Historical Research Branch, Agricultural Marketing
Service, U, 8, Department of Agriculture, June 27, 1957, This letter is
included as pages/7~" and /75 of the appendix,
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the criterion of aveiladle supply as defined in this paper, It is not
argusd that this tobacco is not available "at a price", However, the
prices at which various lots of todacco held by these associations are
available are determined at the beginning of the marketing year and there-
after remain stable throughout the marketing year, This inflexibility of
price places a definite limitation on the availability of this tobacco,

In the preceding paragraph the term marketing year was mentioned
with respect to tobacco, ¥or all kinds of tobacco except flue-cured the
marketing year is from October 1 through September 30, For flue-cured the
marketing year is from July 1 through June 30, In this study we have
chosen $0 use the July-June period as the marketing year for all types of
tolmu:o.6 Such a decision is necessary dus to the non-availability of
data on repayments of loans by type of tobacco, This means that all
types of tobacco are treated as a single commodi ty,

The problems of such an aggregation are recognized, However, for
this particular study these problems are not so large as they might de
in others, In both the index of farm output and the index of farm mare
ketings and home consumption all types of tobacco are treated as a single
commodity and weighted at a single price, Therefore, in the construction
of indexes to relate OCC programs to total farm output or marketings this
type of aggregation can not be avoided,

This study sterts with the 1948 marketing year, It is recognized
that CCO programs for tobacco during the postwar period were of importance
prior to that time, especially during the 1946 and 1947 marketing years,

However, & lack of precise data for these earlier years prevents including

S1v14,
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them in this study,

Indexes which facilitate a comparison of the magnitude of CCC loan,
purchase, and disposal programs for tobacco with total farm output and
farm marketings and home consumption of tobacco are presented in the
following sections, The physical qﬁantitiel of tobacco which are represented
by the indexes of removal and additions are shown in Tables 10a through 10c
in the appendix,

Magnitude of CCC Loan, Purchase, &2nd Disposel Programs

for Tcbacco in Relation to Total
Farm Qutput of Tobacco

The index of removal shown in column 2 of Table 15 relates CCC
removal to total farm output of tobacco. A comparison of this index with
the published index of farm output of tobacco indicates the importance of
CCC removal in relation to total tobacco production, CCC removal has
ranged from an index number of minus 3.19 to a plue 10,45, The fact that
this index has been negative indicates that repayment of "old" losns has
been relatively high in at least one year, In reality the repayment of "old"
loans has been relatively important in almost every year considered, In 1948,
for example, 204.4 million pounds of tobacco were removed from the avail-
able supply by CCC loans, Hovever, during that seme year "old" loane were
repaid on 195,2 million pounde of tobacco, This means that net removal of
tobacco during the 1948 marketing year was only 9,1 million pounds, MTable
10c in the appendix shows the relative importance of loan repayments in
other years, The index of CCC removal is primarily a measure of the net
impact of CCC loan operations on the available supply of tobacco, Only
very small quantities of this tobacco have been delivered to 0CC, but

substantial quantities have remained under loan for several years,
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TARLE 18,-Magnitude of CCC removal and resulting net change in the avail-
able supply of tobacco during the postwar period in relation to the total
farm output of tobacco

Published Index of Index of
Marketing Index ccc Net Adjusted
Year 1947=49 g 100 Removal Change Index
(1) (2) (3) (4)
1948 98 0.45 0 98
1949 97 -1.79 2 99
1950 101 -3.19 3 104
1951 115 6.63 -7 108
19562 112 5,73 - 6 106
1953 102 4,46 -4 98
1954 111 10,45 «10 101
1955 112 3. 50 - 4 108

Sourcest Column 1—Chenges in Farm Production and Efficiency
(washington, D,C.t U. S. Department of Agriculture, June, 1356), ppe 8=9,

Column 2-~Computed from data in the appendix and base weights
used in the index of total farm output.

Column 3=~Column 2 rounded to the nearest whole number,

Column 4--~Column 1 minus column 3,

The fact that CCC has never become the owner of large quantities of
tobacco necessarily limits the quantity of tobacco that can be added to
the available supply by CCC sales in the domestic market, There is no
availadble data on domestic sales of tobacco by marketing year, However,
data on CCC domestic sales by calendar year from 1949 through 1956 indicate
that total sales in the domestic market have been very small in qua.ntity.'?
By necessity no index of CCC additions of tobacco by marketing years is

shown in Table 15, However, because of the small volume of CCC sales, it

7See Table 10b in the appendix,
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is felt that this omission is not of great importance,

The index of net change shown in Table 15 is simply the index of
removal rounded to the nearest whole number, The index is a measure of
the net impact of OCC programs on the available supply of todacco, This
net impact renged from an increase in avallable supply equal to 3 per cent
of current production to & decrease in available supply equal to 9 per cent
of current production. The quantity of current production remaining under
CCC loans at the close of the marketing year rose substantially from 1949
through 19565, The index of removal and in this case the index of net change
did not rise in the same proportion because of heavy loan repayments during
the later years considered,

The adjusted index, which is a measure of tobacco produced and not
removed from available supply by CCC, has tended to rise during the time
period considered. This indicates that CCC activity has not completely
offset the rise in todacco production that has taken place, The average
Jear-to-year percentage change i1s less in the adjusted index than in the
published index of total farm output of tobacco,® The coefficient of
variation is also less in the adjusted index,® These two tests indicate
that CCC programs have tended to dampen changes in the quantity of tobacco
available in domestic markets which are associated with changes in todacco

production,

-+
el.vongo percentage change = ( ﬁ ) « dAversge percentage

—

change for the index of farm output | , is equal to 5,57
and the adjusted index is esqual to 4,14,

’Motficiont of variation (_.i_ o 100) is equal to 3.9 for the
adjusted index and 6,8 for the published index of farm
output of tobacoco,
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Magnitude of CCC Loan, Purchase, and Disposal Programs for
Tobacco 1n Relntion to Farm lMarketing
end Home Consumotlion of Tobacco

In the published index of farm marketings and home consumption, home
consumption of todacco is considered to be equal to zero, Therefore, the
indexes presented in Table 16 are actually beased on an index of farm
marketings of tobacco and relate CCC operations to total farm marketings
of tobacco, |
PABLE 16,<tognitude of CCC removal from and additions to the available

supply of tobacco during the postwar period in relation to farm marketings
and home consumption of tobacco

Published Index of Index of Index of

Calendar Index ccce cce Net Adjusted

Year 1947-49 @ 100 Removal Additions Change Index
(1) (2) (3) (4) (5)
1949 92 0.96% 0 -1 91
1950 98 -3. 81 .02 4 102
1961 111 4,17 0 - 4 107
1952 104 7.93 0 -8 96
1963 100 2,49 01 -2 o8
1954 106 6,20 05 -6 100
1955 110 16,34 07 =16 94
1956 103 1,63 0 -2 101

aIncludu sales during the last six months of 1949 only.

Sources; Column 1-=1949-1955, E, W, Grove and M, ¥, Cannon, New
Index Numbers of Farm Marketings and Home Consumption (Washington. D.C.
U. S. Department of Agriculture, July, 1956), p. 16, 1955~56 telephone
conversation with Mr, E, ¥, Grove, U, S. Department of Agriculture,

Colums 2=3=-Computed from data in the appendix and base weights
used in the index of farm marketings and home consumption,

Column 4=~Column 2 minus column 3(rounded to nearest whole number),

Column 5-«~Column 1 minus column 4,
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The index of removal shown in cclum 2 of Table 16 is & measure of
the net gquantity of tobecco removed from available supply by CCC, based
on the index of farm marketings and home consumption of tobacco, This
index is primarily a measure of the net effect of CCC loans on the available
supply. It includes both removal by loans and additions as loans are
repaid, The index shows that CCC removel has risen substantially from
1949 through 1955, The sharp drop in CCC removal during 1956 was caused
by heavy loan repayments during that year, A comparison of removal with
total farm marketings indicates that removal has been equal to from 1 to
15 per cent of the total farm marketings of tobacco during years that re-
Boval was & postive value, During 1950 the index of removal was negative
and equal to 4 per cent of total farm marketings of tobacco,

The index of CCC additions shown in Table 16 is a measure of CCC
sales of tobacco in the domestic market in relation to total farm mar=
ketings of tobacco., The extremely low level of this index indicates that
CCC sales of tobacco in the domestic market have been very small during
the period considered, Total domestic sales of tobacco by CCC from January
1, 1949 through December 31, 1956, are equal to 8,3 million pounds of
tobacco., largest single year sales were during 1955 when 1.6 million
pounds of tobacco were sold by CCC in domestic markets, Even in that
year these sales were equal to an index number of only ,07 based on the
index of farm marketings and home consumption of tobecco, In relation to
either CCC removal or total farm marketings these sales have been an in-
significant factor,

The index of net change shown in column 4 of Table 16 is a measure



- 8 »

of the net effect of CCC operations on the available supply of tobacco in
relation to fara marketings of tobacco, Due to the very low level of CCC
additions this index is very much like the index of removal and reflects
the same movements as that index,

The adjusted index shown in Table 16 is & measure of farm marketings
of tobacco, excluding that quantity removed by CCC plus CCC sales of tobacco
in the domestic market, This index shows somewhat less fluctuation than
the pubdlished index of ferm marketings and home consumption of tobdacco,
indicating that CCC activities have tended to even the flow of tobacco into
domestic markets, The level of this index rose sharply from 1949 through
1961 reaching a level of 107 in 1951, 7From this level the index fell to
96 in 1952, There appears to be a slight upward trend in the values of this
index from 1952 through 1956, indicating that the supply of tobacco avail-
able in domestic markets tended upward during this period, However, shifts
in 0CC removal largely offset shifts in marketings.

00C price support programs for tobacco have tended to stabilise the
available supply of tobacco by dampening yeareto-year shifts in the availw
ability of production and farm marketings, However, the absolute level of
the adjusted indexes, wvhich reflects availadbility of production and mer-
ketings have tended to rise during the period considered, This indicates
that OCC action has tended to limit the rise in availadle supply but has

0ot been able to offset completely the rise in production and marketings,



CHAPTER VIII
THE POTATO PROGRAM

Priocs support operations for potatoes have probably drawn more public
oriticisa than any other price support program, General dissatisfaction
vith the program resulted in abandonment of price supports for potatoes
after the 1950 marketing year.l Prior to this time, potato prices wvere
supported primarily by means of purchases and loans,2

Purchase programs were the principal means of support used in the
1948-1980 period, Purchases were maie at prices calculated to retura a
¢ilven per cent of parity to potato producers, Although these purchases
vere made a$ the farm level, at the locel market level, and at the terminal
market level, their effect on the available supply of potatoes was much
the same, lLoans vere available to growvers and dealers through the 1949
groving season, Thereafter this method of support was replaced by direct
purchnlu.z

Both CCO purchases and loans have the effect of reducing the availe
able supply of potatoes, Substantial quantities of potatoes were purchased

11: this paper the marketing year for potatoes is considered to be
July 1 through June 30,

2!. ¥, Gray, V. L, Sorenson, and ¥. W, Cochrane, The Impact of
Jovernment Progrems on the Potato Industry (University of Minnesota, June,
1933' Pe 39

sxbid... p. uo
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by CCC during the 1948-1950 period, The quantity of potatoes placed under
loan in this time period was rather small compared with amounts purchased,
The large potato price support operations which were carried out during
both 1946 and 1947 are not considered in thie study,

In the following sections indexes are presented which relate the
magnitude of CCC loan and purchase programs for potatoes to total famm
output and total farm marketings and home consumption of vegetables,

The aggregation problems that are present in these relationships are
recogniszed, However, i1f CCC removal is to be related to these two pub-
lished indexes, these are the only comparisons that are possible, Irish
potatoes make up approximately 24 per cent of the index of farm output
of vegetables and 23 per cent of the index of farm marketings and home
consumption of vegetables, VWith these relatively low percentages being
represented by potatoes it is very possible that shifts in the other
commodities could easily offset shifts caused by potato removal,

The physical quantities of potatoes represented by the indexes of
renoval are shown in Tables 14a through 14b in the appendix, No indexes
of additions are shown because very few of the potatoes removed by CCC

re-entered domestic market channels,

Magnitude of CCO Removal of Potatoes in Relation to
Total Farm Output of Vegetables

The index of removal shown in Table 17 is a measure of CCC removal

of potatoes in relation to total farm output of vegetables, ZFrom the level
of this index one might estimate that CCC removal was equal to a substantial

portion of total potato production, This was found to be true, When CCC



- 85 =

renoval by marketing year was compared with total potato production it was
found that this removal was equal to 42 per cent in 1948, 32 per cent in
1949, and 35 per cent in 1950,4

TABLE 17,=CCC removal of potatoes from 1948-1950 in relation to total farm
output of vegetables

Published Index of Index of Adjusted
Marketing Index cce Net Index
Year 1947=49 = 100 Removal Change
(1) (2) (3) (4)
1948 103 7.62 -8 95
1949 99 4,60 =5 94
1950 101 6.68 -8 95

Sources: Column l--Changes in Farm Production and Efficienc
(¥ashington, D, 0,8 U, S. Department of Agriculture, June, 1956), pp. 9-10,

Column 2-~0omputed from data in the appendix and base weights used
in the index of total farm output,

Column 3==Columm 2 rounded to the nearest whole number,

Column 4=~=Column 1 minus colummn 3,

The adjusted index, which is a measure of farm output of vegetadbles
excluding the quantity removed by CCC, appears to fluctuate less than
the index of farm output of vegetables, This conld be caused by CCC
removal offsetting changes in potato production, which are reflected in

the index of total farm output of vegetables,

%potato production in the United States during 1948-1950 is as
follows: 1948, 449,895,000 bushels; 1949, 366,528,000 bushels; 1950,
402,363,000 bdushels, Agricultural Statistics, 1955, op. cit.
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Magni tude of CCC Removal of Potatoes in Relation to Total
Fam Ma.rketinga and Home Conaumption of Vggetables

The index of CCC removal shown in Table 18 is a measure of CCC removal
of potatoes in relation to total farm marketing and home consumption of
vegetables, A comparison of this index with the published index indicates
the importance of this removsl as & part of total farm marketings and home
consumption of vegetables, The volume of CCC removal of potatoes ranged
from 4 to slightly more than § per cent of total farm marketings and home
consumption of vegetables during the 1949-1951 period,

The index of net change shown in Table 18 is equal to the index of
removal rounded to the nearest whole number,

The adjusted index is a measure of farm marketings and home consumption
of vegetables, excluding potatoes removed by CCC, The fact that this
index 1s lower than the published index indicates that CCC removal of
potatoes was of sufficlent magnitude to lower the aggregate supply of
vegetables, including potatoes available during the three years considered,

CCC Removal of Potatoes in Relation to
Farm Marketin ngs of Vggetable

Bxamination of the indexes in Table 19 indicates that CCC removal
of potatoes during 1949 through 1951 was equal to from 6 to 7 per cent
of total farm marketings of vegetables,

The exact relationship between the level of these indexes and CCC
removal is relatively difficult to ascertain because of the small percentage
of the total index represented by potatoes, However, it does appear that
CCC removals during the 1948-1950 marketing years and 1949~1951 calendar

Years were of sufficient volume to shift the pudblished indicators of total
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vegetable output, marketings, and home consumption to somewhat lower

levels,

TABIE 18,<0CC removal of potatoes during 1949-1951 calendar years in re-
lation to farm marketings and home consumption of vegetables

Published Index of Index of
Calendar Index ccc Net Adjusted
Year 1947=49 = 100 Removal Change Index
(1) (2) (3) (4)
1949 98 4.9 =5 93
1960 99 5,08 =5 94
1961 100 4,41 -4 96

Sources: Oolumn l1--E, W, Grove and M, ¥, Cannon, New Index Numbers
of Farm Marketings and Home Consumption (¥ashington, D, C.8 U, S.
Department of Agricul ture, July, 1956), pp. 17-18,

Oolumn 2-=Jomputed from data in the appendix and base weights
used in the index of farm marketings and home consumption,

Oolumn 3==Jolumn 2 rounded to the nearest whole number,
Column 4~-0olumn 1 minus column 3,

TABLE 19,=CCC removal of potatoes during 1949-1951 calendar years in
relation to total farm marketings of vegetables

Published Index of Index of
Calendar Index ccC Net Adjusted
Year 1947-49 = 100 Removal Change Index
(1) (2) (3) (4)
1949 99 6.322 -6 93
1950 100 6,66 -7 93
1951 103 5,69 -8 97

Sources: Column 1--Farm Income Situation (Washington, D, C. : U. S,
Department of Agriculture, March, 19575. Pe S
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Column 3--Jomputed from data in the appendix and base weights used
in the index of famm marketings,
Colusn 3--Column 2 rounded to the nearest whole number,

Columm 4--Column 1 minus column 3,



CHAPTER IX
OIL SEED PROGRAMS

During the postwar period there have been govermmental price support
programs in operation for all four of the crops classified as oilseeds in
the index of farm output and farm marketings and home consumption, CCC
purchases and distributions of tung nuts are not considered in this study
because they represent an insignificant part of the index of farm output
and farm marketings and home consumption of oilseeds.1 CCC programs for
the other three oilseed crops are of & widely varied nature and warrant
separate descripticns,

A large variety of price support measures have been used in programs
relating to peanuts, Thece heve included rental and benefit payments,
acreage allotments, conservation subsidies, marketing quotas, CCC loans,
direct governmental purchases, export subsidies and two price plans.2

@Grower cooperatives have played an important role in the peanut
program, The cooperatives served as the agent for price support purchases

before 1952 and have acted as a loan agency since that time, Prior to 1952

the cooperatives were authorized to buy peanuts at prices set by the U, S,

11n the base period tung nuts were equal to 0.4 per cent of the
index of farm output and farm marketings and home consumption of oilseeds,

ZBenedict and Stine, op. cit., pp. 147=165,
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Department of Agriculture, They also disposed of peanuts as directed by
the Department, They were paid for services rendered and reimbursed for
any losses lncurred by selling peanuts below costs,

Since 1952 peanut producers have been able to obtain price support
through both loans and purchase agreements, Loans on peanuts may be obtained
two waya.a The producer desiring a price support loan can deliver his
peanuts to a cooperative which has entered into & loan agreement with CCC,
In delivering his peénuts the producer makes the cooperative his agent to
handle and market the peanuts on his behalf or to pledge the peanuts to
CCC as security for a loan, The producer relinguishes all claim to the
peamuts when he delivers them to the cooperative warehouse, At this time
he 1s paid the full price support value of the peanuts by the cooperative,

Loans are also avallable on peanuts in approved farm storage, Under
this arrangement the producer retains control of the commodity, The pro-
ducer may deliver the peanuts to CCC upon maturity of the loan or redeem
his loan at any time by repaying acecrued interest, Purchase agreements
are also available to producers through cooperatives or directly with CCC,

Disposition of stocks obtained by these cooperatives before 1952
wvere controlled by CCC. Stocks held under loan arrangements are controlled
in a somevhat less formal manner, if at all., These cooperatives have
repaid loans on rather substantial quantities of peanuts during several
of the postwar years,

Strong demand for both nuts and oil during the 1945 and 1946 marketing

Years maintained prices above the support level, % During the 1947 marketing

Spgriculturel Information Bulletin No, 135, op. cit., pp. 6=7.

4Tho marketing year for peanuts i1s August 1 through July 30, For
flaxseed 1t ie July 1 through June 30, and for soybeans October 1 through
September 20,



year the demand was weakening and CCC diverted some peanuts to oil, During
the 1948 marketing year the situation was such that if the announced support
price was to be maintained, large quantities of peanuts had to be taken
over by CCC, From 1948 through 1556 CCC has been an important outlet for
peanut producers at a number of times,

Governmentel programs for flaxseed were primarily intended to stimu~-
late production prior to the close of World War II, Since that time the
price support aspect of these programs has become much more important,

Both loans and purchases have been used as a means of support for flaxseed
prices, CCC price support operations for flaxseed were smell before the
1948 marketing year, With the removal of price ceilings in 1946, flaxseed
prices advanced sharply and remained high through part of the 1948 marketing
year, With heavy production and falling demand, CCC loans and purchases
became an important outlet for flaxseed producers in 1948, Since 1948

CCC loan, purchase, and disposel programs have played a rather important
part in determining the quantity of flaxseed available in domestic markets,

The first price program for soybeans was started in 1941 not as a
price support measure but rather to encourage production.5 Price supports
were first used in 1942 in order to maintain the announced price, This
wag due to more of a transportation problem rather than because of a lack
of demand,

Soybean prices have been supported in the postwar period through use
of non-recourse loens and purchase agreements, Total CCC activity in
soybeans has not been large because of the high demand in the postwar

years with prices generally above the support level,b

5IBorw:liet and Stine, op. cit., p. 169,

6!‘0 compare eaverage price per bushel of soybeans received by farmers and

the support price for soybeans see pages 125 and 466 of Agricultural Statis-
$ics, 1955, op. cit.
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In the following sectione indexes are presented which relate CCC
removal from and additions to the available supply of oilseeds to the
total farm output and farm marketings and home consumption of o0il seeds,
The physical quantities of the individuel oilseeds represented by the
indexes of removal and additions are shown in Tables 1lla through 13 4
of the appendix, 1In constructing these indexes farmers stock peanuts
have been converted to shelled equivalent at the rate of ,663 pounds of
shelled peanuts per pound of farmers'! stock peanuta.7 Thie study covers
only the 1948 through 1955 marketing years and the 1949 through 1956 calen~
dar years, It is known that CCC operations, especially in peanuts, were
raether large during the 1947 marketing year, The absence of complete
data for this eerlier period precludes including it in this study.

Magnitude of CCC Loan, Purchase, &nd
Disocsal Programs for Oilseed in

Relation to Total Famm
Output of Oilseed

The index of removel shown in Table 20 is a measure of CCC removal
of oilseeds based on the index of farm output of oilseeds, However this
index represents a widely varying mixture of oilseeds during each of the
years considered,

The index of CCC removal of ollseeds was equal to 20,73 in 1948,
The quantity of oilseeds represented by this index number is equal to 19
per cent of total farm output of oilseeds in 1948, Large quantities of
all three of the oilseeds being considered were removed by CCC during the

1948 marketing year, Tlaxseed removal was especially high, being equal

7Conversion Factors and Weights and Measures for Agricultural
Commodities and Their Products (Washington, D,C.: U, S. Department of
Agriculture, 1957),




to more than 24 million bushels, Soybeon removal was also relatively
high at 11,3 million bushels, Soybean removal exceeded this level only

in 1954 when 15,5 million bushels were removed from the available supply
by CCC loens and purchases,

TABLE 20,~Volume of CCC removal from and additions to the available supply

of ollseeds during the postwar reriod in relation to total farm output of
oilseeds

e  — — — —————— — ———— —— — —— —————— —— — ——  ——— —— ___—_}

Published Index of Index of Index of

Marketing Index cce ccC et Adjusted
Yeor 1947-49 5 100 Removal Additions Change Index
(1) (2) (3) (4) (5)
1948 109 20,73 _* a a
1949 100 9,69 10. 60 Y 101
1950 116 5.43 9.43 4 120
1961 106 3.49 4,49 1 107
1952 104 3,68 53 o3 101
1953 102 10,45 2,34 -8 94
1954 116 7.95 3.15 B 111
1955 129 1,77 2,75 1 130

aExact value unknown,

Sources: Column 1—Changes in Farm Production and Efficiency
(vaehington, D,Cs¢ U, S. Department of Agriculture, 1956), pp. 8=9.

Colums 2-3-~Computed from data in appendix using base weights used
in published index of farm output,

Column 4=~=Column 2 minus column 3 (rounded to nearest whole number),

Column 5~~Column 1 mims column 4,

In 1949 the index of CCC removal fell to 9,69, Soybean and flaxseed
removal fell off sharply during that year, but peanut removal was slightly
higher than in 1948,

The primary reason for the index of removal remaining relatively high



- 94 -

during 1950 and 1951 was the large scale removal of peanuts by CCC during
those two years, During the 13E0 morketing year CCC removed 547.9 million
pounds of peanuts, which ie the greatest quantity of peanuts removed during
a single year in the time period considered, Flaxseed removal was negative
in 1950 and equal to less than a quarter of a million bushels in 1951,
Soybean removal was negative in 1950 ard very low during 1951,

In 1953 there was an upturn in the index of removal, as remcval of
all three oil crops rose sharply., During the 1954 marketing year CCC
continued tc remove rather large gqusntities of soybeans and flaxseed,
However, peanut removal wes negative in that year,

In 1955 CCC removal vas at its lowest ebb for the time period under
consideration, Flaxseed removal was very low (32,300 bushels) and soybean
removal was negative, Peanut removal was also low bdbut of sufficient volume
to cause the index to remain positive,

A comparison of the index of removal of ollseeds with the published
index of total farm output of oilseeds indicates the importance of CCC
renoval in relation to total ollseed production, Removal by CCC loans
and purchases has ranged from 1 to 19 per cent of the total farm output
of oilseeds during the time period considered,

The index of CCC additions shown in Table 19 is a meausre of CCC
oilseed sales in the domestic market based on the index of total farm
output of ollseeds, When this index 1s compared to the published index
of total farm output ollseeds, the importance of these sales relative to
total ollseed production can be seen, CCC domestic ollseed sales have
been equal to from 2 to 10 per cent of current production during the 1948
through 1955 marketing years, The high level of this index in 1949 through

1950 was caused by the large domestic flaxseed and panut sales, During the
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1951 marketing year flaxseed sales were zuch lower, but peanut sales remained
high, Soybean sales were an important part of CCC domestic oilseed sales
only in 1954, Eight million bushels of scybeans were sold in domestic
markets by CCC during the 1954 marketing year,

A comparison of the index of additions with the index of removel
indicates that CCC sales of oilseeds 1n dcmestic markets have been grester
than CCC removel of ollseeds in four of the seven years in which we have
data on our sales,

The index of net chanze is 2 measure of the net impact of CCC loans,
purchase, and disposal programs on the available supply of oilseeds, It
indicates that these progrems have resulted in an increased available
supply during four of the eight year considered. The exact value of this
index in 1948 is unimown, but it is assumed to be negative, The net
impact of CCC operations orn the available supply of oilseeds has ranged
from a decrease in available surply equal to 8 per cent of current pro-
duction to an increase equal to 3 per cent of current production, The
large number of positive values in the index indicates that CCC domestic
oilseed sales have been in important factor influencing the aveiladble supply
of oilseeds during & number of postwar years,

The ad justed index is a measure of oilseed production, excluding
the quantity removed bty CCC loans and purchases, plus CCC domestic ollseed
sales, The year—to=year movements in the index have varied in both direc-
tion and size, The year-to-year percentage change in this index ic greater
than the year-to-year percentage change in the published index of farm
output of oilseeds, This appears to be caused by manipulation of CCC

inventories to meet wide year-to~vear varintions in the demand for
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ollseeds, The apparent ability of commercial demand to 2bsorb greater
quantities of oilseeds than were being produced in a number of years
resulted in CCC selling rather large quantities of ollseeds in domestic
markets and accentuating the year-to-yvear shifts in available supply.
The absolute level of this index appears to be risirg during the time
period urder consideration, The level of this index in 1955 indicates
that available production was 30 per cent greater in thaot year than in
1949,
Magnitude of CCC Loan, Purchease, and Disposel
Programs for Oilseeds in Relation to

Form Marketings and Home
Consumption of Cilseed

The index of CCC removal shown in Table 21 is a measure of CCC removal
of ollseeds based on the index of farm marketings and home consumption of
oilseeds, A comparison of this index with the published index of famm
marcetings and home consumption of oilseeds indicates the importance of
CCC removal in relation to total farm marketings and home consumption of
oilseeds, CCC removal has been equal to from 3 to 16 per cent of the
total farm marketings and home consumption of oilseeds from 1949 throuch
1956, The importance of the individual oilseeds in this index was less
varied than in the index of removal based on total farm output of oilseeds,
Examination of the data on CCC removal of oilseeds by calendar year shown
in the appendix will give a more complete picture of the individual
comnodities represented by thie index,

The index of CCC additions shown in Table 21 is & measure of CCC
ollseed sales in domestic markets based on the index of farm marketings and
home consumption, Examination of this index in relation to the published

index of farm marketings and home consumption of oilseeds reveals the im-
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portance of these sales in relation to total farm marketings and home
consumption of oilseeds, CCC domestic oilseed sales were equal to slightly
less than 10 per cent of total farm marketings and home consumption of oil=
geeds during the 1950 calendar year, Large domestic sales of flaxseed and
peamuts account for the high level of the index of additions in that year,
Domestic sales of soybeans were of importance only in 1955 when 10,6 million
bushels were s0ld in domestic markets, The level of the index dropped off
sharply from 1950 through 1953, The low level of CCC additions during

1952 and 1953 may be partially ceused by the low level of CCC stocks of

oil crops during those two yeara.8 The level of this index has risen

since 1953 but has not reached the high level it attained in the early 1950's,
TABLE 21.,~Yolume of CCC removal from and edditions to the available supply

of oilseeds during the postwar period in relation to farm marketings ard
home consumption of oilseeds

Published Index of Index of Index of
Calendar Index CcCC cceC Net Adjusted
Year 1947=49 = 100 Removal Additions Change Index
(1) (2) (3) (4) (5)
1949 107 14,01 719" -7 100
1950 114 7.79 11,60 4 118
1951 102 5,59 8.04 2 104
19562 112 1,27 2,45 -1 113
1953 107 17,58 1,62 =16 91
1954 101 3.65 2,62 -1 100
1955 146 11,61 4,70 -7 139
1956 163 12,28 1,60 -1l 142

8
Represents domestic sales during the last eix month of 1949 only.

anepprt of Tinancial Condition and Operations of Commodity Credit
Corporation as of June 30, 1952 and 1953 (Washington, D.Ce: U. S.
Government Printing Office, 1952 and 1953), Schedule 16,
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Sources (for Table 21): Column 1=--1949-1954, E, W. Grove and M, F.
Cannon, New Index Numbers of Farm Marketings and Home Consumption (Washinzton,
D,C.: U, S. Depertment of Agriculture, 1956), p. 16, 1955=1956 telephone
conversation with E, W, Grove, Agricultural Marketing Service, Washington,
D,.C.

Column 2=3-=Computed from data in appendix and base weights used
in published index of farm marketings and home consumption,

Column 4==Column 2 minus column 3 (rounded to nearest whole number),

Column S5-=Column 1 minus column 4,

A comparison of this index with the index of CCC removal indicates that
CCC additions have been sufficient to totally offset CCC removal in a number
of years, CCC additions exceeded CCC removal in three of the eight years
considered, This means that CCC programs brought about a net addition to
available supply during those three years,

The index of net change is a measure of the net impact of CCC pro=
grams on the available supply of oilseeds based on the index of farm
marketings and home consumption of oilseeds, This index indicates that
both CCC removal and additions have had an important part in CCC operations
in 01l crops. The impact of CCC operations has ranged from a decrease
in available supply of oilseeds equal to 15 per cent of current farm
marketings and home consumption to an increase equal to 3 per cent of
current farm marketings and home consumption of oilseeds,

The adjusted index is & measure of farm marketings and home consump-
tion of oilseeds, excluding the quantity removed by CCC, plus CCO domestic
sales of oilseeds, The general level of this index appears to rise over
the 1949-1956 period, with a very sharp upturn in 1955, Total farm
marketings and home consumption of oilseeds rose rather sharply during
calendar year 1956, but a high level of CCC removal coupled with a very

low level of CCC domestic sales restricted the rise of the adjusted index,
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The average year-to-year percentage change in the adjusted index is greater
than in the published index of farm marketings and home consumption of
ollseeds. This appears to be caused by shifts in the direction of the
flow of oilseeds between the available supply and CCC, The shifts have
tended to accentuate year-to-year shifts in farm marketings and home
consumption of oilseeds,

Effects of CCC Programs on the Available Supply

of Oilseeds When Various Tyves of
CCC Sales are Considered

CCC has sold large quantities of ollseeds in domestic markets during
a number of postwar years. Practically all CCC sales of flaxseed and soy-
beans have been made at 105 per cent of the current support price, CCC
has 80ld large quantities of peanuts at less than the current support
price, These sales have been primsrily to oil processors,

In the index of additions shown in Teble 22 commercial, domestic
sales of ollseede are weighted at base weight prices, All other domestic
sales of oileeeds by CCC are weighted at 90 per cent of their base weight
value, The exact degree to which oilseeds sold at less than the current
market price substitute for other oilseeds is unknown, However, there is
little reason to believe that these commodities are not a relatively
good substitute for oilseeds from other sources,

A comparison of the index of additions in Table 22 with the index
of sdditions in Table 21 indicates that using the system of weighting
described above does not change the index of additions to any large extent,
Only in 1950 wes the chenge in the index of additions great enough to
shift the index of net change and then only by a single index number,

This would indicate that CCC domestic oilseed sales, other than commercial
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sales, are of relatively smell irportance, In totel this is truej however,
sales of peanuts a2t less than 105 per cent of the current support ﬁrice
have been a large part of total peanut sales durlng the postwar period,
The adjusted index shown in Table 22 differs from the one shown

in Teble 21 in only one year——1950, In that year peanut sales at less
than 105 per cent of the current support price were sufficient to caunze
the index to be lower by 1 point.

TABLE 22,-Effects of CCC programs on the available supply of oilseeds when

various types of CCC sales are weighted to reflect their impact on avail-
able supply

Published Index of Index of Irdex of

Calendar Index cce GCC Net Adjusted

Yeer 1947=49 = 100 Removal Agditions Change Index
(1) (2) (3) (4) (5)
1949 107 14,01 7.08% -7 100
1950 114 7.79 11,25 3 117
1951 102 5.59 7.56 2 104
1962 112 1.27 2,24 b 113
1953 107 17,68 1.49 =16 91
1954 101 3,65 2.48 -1 100
1955 146 11.71 4,64 - 139

1956 1583 12.28 1.47 =1l 149, (4 ¢

a
Represents domestic seles during the last six months of 1949 only,

Megnitude of CCC Loan, Purchase, and Disposal Programs
for Oilseeds in Relation to Farm Marketings
of Oilseeds

Home consumption makes up a very small portion of the total index
of farm merketings and home consumption of oilseeds, For this reason the
indexes presented in Table 22 sre very gimilar to those presented in Table
20, The level of the 1nd§xea of removal and additions are slightly higher

indicating that CCC activity is a greater share of farm marketings of
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cilseeds,

The index of net change shown in Table 23 indicates thet CCC ollseed
programs have had a substantial influence on the flow of oilseeds into
domestic markets, The fact that this index ccrtains both positive and
negative values indicates that CCC programs have both increased and decreased
the supply of oilseeds avallable in domestic markets during the postwar
period,

TABLE 23.,=Volume of CCC removal from and additions to the available supply
of oilseeds during the postwar period in relation to farm marketings of

oilseeds
Pudblished Index of Index of Index of

Calendar Index ccC cce Net Adjusted

Year 1947=49 g 100 Removal Additions Change Index
(1) (2) (2) (4) (5)

1949 108 14,04 7.20% -7 101
1950 114 7.81 11,63 4 118
1951 102 .61 8,07 2 104
1952 112 1,28 2,46 1l 113
1953 107 17,63 1,62 =16 91
1954 101 3,66 2,62 -] 100
1955 145 11.74 4,71 -7 138
1956 152 12,32 1,61 =]} 141

®Represents domestic sales in the last six months of 1949 only,

Sources: Column l——Farm Income Situation (Washington, D,C,$
U. S. Department of Agriculture, March, 1956), p. 9.

Columnsg 2=3==Computed from data in appendix using base weights used
in published index of farm marketings

Column 4~-Column 2 minus column 3 (rounded to nearest whole number),

Column S5=«=Column 1 minmus column 4,

The rising level of the adjusted index indicates that greater

quantities of oilseeds have entered domestic markets during the latter
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rortion of the period considered,

The overall effect of CCC progrems on the available supply of oilseeds
during the 1948-~1956 period appears to hove been to adjust available supply
to current demand, In 1948 with heavy production and falling demand CCC
removed large quantities of ollseeds, With rising demand during the next
three years large quantities c¢f CCC stocks of oilseeds re—entered the
domestic markets, It appears that this adjustment of the awvailable supoly
to meet demand continued during the remeining years belng considered.

CCC programs did not result in a more stable available supply of oilseeds,
This 48 indicated by the wide variation in the adjusted indexes, However,
CCC actions may have tended to dampen price fluctuations by adding to
supply wher demand was strong and lowering the available supply when demand

was weak,



CHAPTER X

THE AGGREGATE IMPACT OF CCC FROGRANS

In the preceding chapters the volume of CCC removal from and
additions to the available supply of the major agricultural commodities
involved in price support programs in the postwar period have been
examined, In this chapter total CCC removal and total CCC additions
will be related to total farm output and total farm marketings and home
consumption,

Indexes which relate total CCC removal from and additions to the
aggregate supply of agricultural products to total farm output, total
farm marketings, and total farm marketings to home consumption are
presented in the following sections, Lack of data on CCC domestic sales
prior to July 1, 1949, places some doubt on the precision of the index
numbers representing CCC additions during the 1948 marketing year and
the 1949 calendar year, However, the fact that totel CCC sales of corn,
wvheat, cotton, and dairy products were very small before July 1, 1949,
leads the author to believe that the aggregate impact of CCC domestic
sales prior to that time was not great enough to change the indexes

presented in the following tables,

- 103 -
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Magnitude of CCC Loan, Purchase, and Disposazl Prosrams
in Relation to Total Farm Qutput

In Table 24 a group of indexes are presented which relate the volume
of CCC removal from and additions to the available supply of agricultural
commodities to total farm output,

The index of removal shown in Table 24 is a measure of aggregate
CCC removal of farm comodities based on the index of total farm output,

A comparison of the index of removal with the published index provides
an indication of the importance of CCC removal in relation to total farm
output, For example, in 1953 the index of totel farm output was equal to
108 and the index of CCC removal to 11,29, This means that an index
nundber of 97, based on the index of total farm output, could be used to
represent total 1953 farm output that was available for sale to buyers
other than CCC, The remaining output being removed from the available
suprly by CCC loans and purcheses,

The level of the index of CCC removal is determined to a large
extent by the level of removal of three commodities—-wheat, corn, and
cotton, Dailry products and tobacco are also relatively important in
determining the level of this index,

CCC removel during the 1948 through 1955 marketing years hes ranged
from 1 to 10 per cent of current production, CCC removal has been equal
to approximately 5§ per cent or more of total farm output in six of the
eight years being considered, Only in 1950 and 1951 was CCC removal
substantially less than 5§ per cent of current production, This indicates
thet CCC loans and purchases have removed a substantial portion of total

agricultural production in every marketing year from 1948-1955 except
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those when the Korean conflict was in progress., Total farm output has
been rising rather steadily since 1950, Aggregate CCC removal rose over
this same period but by a smaller amount thsn farm output.

TABLE 24,=Volume of CCC removal from and additions to the available supply

of agricultural commodities during the postwar period in relation to total
farm output

Published Index of Index of Index of
Marketing Index cce ccc Net Adjusted
Year 1947=49 & 100 Removal Additions Change Index
(1) (2) (3) (4) (5)
1948 104 8.56 _ 8 -9 95
1949 101 4,98 1.20 - 4 97
1950 100 «99 3,328 2 102
1951 103 1,20 1,06 0 103
1952 107 6.25 47 -6 101
1953 108 11,29 1,70 -10 e
1954 108 8.62 1,67 -7 101
1965 112 10,27 1,22 -9 103

8Fstimated to be very close to zero,

Sources: Column l-—Changes in Farm Production and Efficlency
(Weshington, D.C.: TU. S. Depsrtment of Agriculture, 1956), pp. 9-10.

Columns 2=3-Computed from data in the appendix ard base weizhts
used in the published index of total farm output,

Cclumn 4--Column 2 minus column 3 (rounded to nearest vhole number),

Column S5-~Column 1 minus column 4,

The index of additions shown in Table 24 is a measure of total
CCC sales in the domestic market based on the index of total farm output.
A comparison of this index with the published index of farm output
indicates the importance of these sales in terms of total farm output.

Total CCC domestic sales have been equal to frow cne-half of 1 per cent
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to slightly more than 3 per cent of current production during the 1948
through 1955 marketing years, CCC domestic sales were at a peak during
the 1950 marketing year, Cotton sales during the 1950 marketing year
are an important reason for the index of £dditions being at the high
level 1t attained in that year,

A comparison of the index of additions with the index of removel
indicates that CCC sales have been relatively small in relation to CCC
removal during a majority of the years consldered, Only in 1950 were
domestic sales by CCC greater than CCC removal, Fowever, in 1951 these
sales were sufficient to cancel CCC removal,

The index of net change shown in Table 24 is a measure of the net
impact of CCC progrems on the availabdle supply of agricultural commodities
based on the index of total farm output, This impact hns ranged from a
decrease 1n available supply of agricultural commodities equal to 9 per
cent of current form ountput to an increase in available supply equal to
2 per cent cf current production, This index has been negative in six,
positive 1n one, and equal to zero in another of the eight years considered.
The wide range of values in this index indicates that CCC programs have
had a wildely varied effect on the availability of farm output. The pre—
gsence 0f both positive and negative values in this index indicates the
importance of considering both CCC removel and additions vhen appraising
the effects of CCC programs,

The adjusted index in Table 24 is a measure of total farm output,
excluding products removed from the aveilable supply by CCC plus CCC

domestic dispositions, The average year-to-yvear percentage change in the
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adjusted index is precisely the same ac that in the publiched index, The

coefficient of variation is somewhat less in the adjusted index, These

tests indicate that CIC progrems have not dampened year-to-year shifts

in the agzregate supply of agricultural rrodncts associated with changes

in total farm output, but that the programs heve limited the range over

vhich these changes have taizen place, The &bsolute level of the adjusted

index appears to be rising, This indicates that dispite heavy CCC removal,

rising farm output is causing the level of the aggregate supply of agricul-

tural products available to be 80ld in commercial markets to rise,
Maeomitude of CCC Loan, Purchese, and Disposal

Programs in Relation to Total Farm Nericetings
and Home Consumption

In Table 25 a group of indexes are presented which relate total
CCC removal and additions to total farm marketings and home consumption,
A comparison of this index with the published index of total farm market-
ings and home consunption provides an indicztion of the importance of
totel CCC removal in relation to total farm marketings and home consump-
tion, Total CCC removal has ranged from 1 to 2 per cent of total farm
marketings and home consumption, CCC removel has been equal to more than
7 per cent of total farm marketings in all but three of the eight years
considered, The three exceptions are calendar years 1950=1952,

The index of CCC additions is a measure of total CCC sales in domes—
tic markets based on the total index of farm marketings and home consump-
tion, Motal CCC sales of agricultural commoditlies have been equal to
from 1 to 3 per cent of total farm marketings and home consumption during

the calendar years 1949 through 1956, CCC domestic sales exceeded CCC



- 108 =

reroval during only one year, that being 1950, CCC domestic sales during
1951 and 1952 were sufficient to substantially offset CCC remowvnl, During
the other five years considered total CCC domestic sales have been relative-
ly emall when compared with total CCC removal,

TABLE 25,=Yolume of CCC removel from and additions to the available supply

of sgricultural commodities during the postwar pcriod in relation to total
farm marketing and home consumption

Published Index of CCC 1Index of Index of

Calendar Index Removal ccc Net Adjusted

Year 1247-49 & 100 Additions Change Index
(1) (2) (3) (4) (5)
1949 103 7.11 .39% -7 96
1950 99 2.26 2.84 1l 100
1961 101 1,35 « 84 -1 100
1952 104 2.22 1.19 -1 103
1953 108 10,11 « 80 ~9 99
1954 109 7.28 1.79 =5 104
19565 112 8,88 1,35 =8 104
1956 117 7.90 1.15 -7 110

a
Represents CCC domestic sales during the last six months of 1949
only,

Sources: Column 1--1949-1954, E, W. Grove and M, F. Cannon, New
Index Numbers of Farm Marketings and Home Consumption (Washington, D.C,:
U, S. Department of Agriculture, 1956), pp. 17=18, 1955=1956 telephone
conversation with B, W. Grove, U, S. Department of Agriculture, Washington,
Doco

Columns 2-3~<Computed from data in the appendix and base weights used
in the published index of farm marketings and home consunption,

Column 4-=Column 2 minus column 3 (rounded to nearest whole number),

Column 5==Column 1 minus column 4,

The index of net change shown in Table 25 is a measure of the net

irpact of CCC programs on the available supply of farm products based on
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the index of farm marketings and home consumption. The wide range in the
values of this index plus the presence of both positive and negative values
indicates that the net impact of CCC progrems during the calendar years
from 1949 through 1956 has been of a widely varied nature, It has ranged
from an increase in the aggregate suprly of agricultural products available
to meet market demand equal to 1 per cent of current farm marketings and
home consumption to & decrease equal to 8 per cent of current farm market-
ings and home consumption,

The adjusted index in Table 25 1s a measure of farm marketings and home
consumption, excludirg agricultural commodities removed from the avail-
able supply by CCC, plus CCC domestic sales of agricultural products, The
average year-to=year percentage change in the adjusted index is the same
ag for the published index of total farm marketinge and home consumption,
The coefficient of variation is equal to 5.6 for the published index and
3.8 for the adjusted index, These two tests indicate that the values of
the published index are dispersed over a wider range but that year-to=
year shifts are of equal imrortance in either index, From this it would
appear that CCC programs have limited the range over which the aggregate
supply of agricultural commodities available to meet market demand has
varied during the postwar period, However, these tests also indicate
that CCC programs have not lessened year-to-year changes in the flow of
agricultural commodities into that supply available to be sold in domes~
tic markets or consumed on home farms,

Mognitude of CCC Loan, Purchase, and Disposal Programs
in Relation to Tctal Farm Marketings

The home consumption component of the index of famm marketings and
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home consumption has become a relatively minor part of the total index,
For this reason a comparison of the volume of CCC programs with total
farm marketings shows a set of relationships similer éo those presented
in the previous section, |
Indexes in Table 26 indicate that CCC programs have been an important
factor influencing the supply of egricultural commodities available in domes-
tic markets during the postwar period,
TABLE 26,=Volume of CCC removal from and additions to the available supply

of agricultural comnodities during the postwar period in relation to total
farm marketings

Published Index of Index of Index of
Calendar Index cceC cce Net Ad justed
Year 1947-49 » 100 ERemoval Additions Change Index
(1) (2) (3) (4) (5)
1949 103 7.70 422 -7 96
1950 100 2,45 3.08 1 101
1951 101 1.46 «91 -1 100
1952 105 2.4l 1.29 -1 104
1953 110 10,96 « 87 =10 100
1954 111 7.89 1.94 - 6 105
19585 115 9.62 1,45 - 8 107
1956 118 8,56 1,24 -7 111

aRepresents CCC domestic sales for last six months of 1949 only,

Sources: Column l==Ferm Income Situation (Washington, D.C.: U, S.
Department of Agriculture, 1957), p. S.

Columns 2-3-=Computed from d=ta in the appendix and base weights
used in the published index of farm marketings.

Column 4=-Column 2 minus column 3 (rounded to nearest whole number),

Column 5-=Column 1 minus cclumn 4,

The index of removal shown in column 2 of Table 26 is a measure of



- 111 -~

000 removal besed on the index of total farm marketings, This removal has
been equal to from 1 to 10 per cent of total farm marketings during the
calendar years from 1949 through 1356,

The index of CCC additions shown in Table 26 is a measure of CCC
domestic sales in relation to total farm marketings, ZFrom the level of
this index it would a;;ear that CCC sales have not been & large part of
total farm marketings during a majority of the years considered, Yet in
1350 CCC sold a quentity of agricultural ccmrodities equal to & per cent
of totel farm marketings, Total CCC domeetic sales have been equal to from
1 to 3 per cent of curreant farm marketings dnring the calendar years from
1949 through 1986, The fact that CCC domestic sales have been equel to a
significant part of total ferm marketings indicntes thnt these sales are
izportant factbrs to concider when evaluating the impact of governmeﬁt
programs on American agriculture,

The index of net change shown in Table 26 1s a measure of the net change
in the avallable supply of farm products as a result of CCC programs based
on the index of total farm merizetings., The net impact of CCC programs
during the calendar years from 1949 through 1956 has ranged from an in-
crease in aveallable supply equel to 1 per cent of current farm marketings.
to a reduction in aveilable suprly equal to 9 per cent of current farm
marketings, These values indicate that CCC progroms hove exerted consider—-
able influence on the flow of agricultural products into domestic markets,

The adjusted index shown in Table 26 is a measure of farm marketings
excluding those guantities removed from supply by CCC plus CCC sales in

the domestic market, The average yeor-to-year percentage change in this index
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is equal to 3,6 as compared to 2.8 for the published index, The coef=
ficlent of variation is 4,61 for the edjusted index and 6,04 for the
published index, These two tests indicate thet ClC programs mey have
accentuated year-to-year shifts ir available suprly while limiting the
range over which these shifts occurred,

From these three comparisons it would sprear that CCC programs have
tended to 1imit the range over which the aggregate supply of agricultural
coomodities available to be sold in commercial markets or consumed on
home farms has varied in the 1948 through 1956 period, It appears that
CCC programs have not appreciably decreased year=to=year shifts in the
available supply of agricultural commoditiee, There is some indication
given that CCC operations may have accentuated year-to-year variations
in available supply. In all three of the edjusted indexes the general
trend appears to be upward, This indicates that despite large scale
removal operations CCC programs have not completely offset the rising levels

of farm output, farm marketings, end form marketings and horwe consumption,



CHAFTER XI

ESTIMATES OF INCOME TRANSFER

Government loan and purchase programs have been the primary means of
supporting farm prices during the postwar period, Operation of these
programs has generally resulted in a lower aggregate supply of agricultural
commodities available to meet market demand in a given year than the
available supply which would have existed had these programs not been in
operation, However, in at least one year these programs have had the
effect of raising the available supply of agricultural products. These
shifts in the avallable supply of agricultural comrodities have undoubted-
ly caused agricultursl prices to be somewhat different than they would
have been had agricultural producers marketed their entir production in
commercial markets, Changing of price levels in commerciel markets re-
gults in consumers paying either more or less for agricultural commodities
than would have occurred hed governmental programs been absent. Changes
in farm income as & result of these price changes constitute an income
transfer between the farm and ncn-farm sector of the economy,

The estimates of income transfer presented in the following tables
are based on two essuzptions: (1) That sgricultural producers would
have marketed the seme quantitlies of agricultural products withir each

year considered with or without CCC programs in operation, and (2) that
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the coefficient of price flexibility of demand for agricultural pro-
duction 1s equal to four.1 With these assumptions plus the percentage
change2 in available supply resulting from CCC programs, & first approxi-
mation of income transfer as a result of these programs is presented in
Tables 27 and 28, The assumption of an equal quantity of agricultural
products with or without CCC programs means that the percentage change

in price caused by chenges in avallable supply is also the percentage

in income,

The estimate of income transfer in Table 27 is based on (1) the
percentege change in available supply of total farm output, and (2) rea-
lized grose farm income excluding government payments and including
changes in farm inventories, The percentage change in the available
supply is determined by dividing the index of net change based on the
index of farm output by the index of total farm output,

If the assumptions are reealistic it is evident that CCC programs
have resulted in rather sigzable income transfers between the farm and
non-farm sectore or the economy, The income transfer figures are not
. cost to the government, but rather they are the difference in value of
farm output resulting from changes in the available supply as a result of
CCC programs, During all years except 1950 this income transfer has been

from the non-farm to the farm sector of the economy, However, in 1250

lmis coefficient of price flexibility of demand is the reciprocal of
an estimated price elasticity of demand for total farm output of .25,

2Percentage change in supply is obtained by dividing the index of net
change by the published index upon which it is based, Indexes of net change
resulting from CCC programs based on the index of totzl farmm output, total
farm marketings, and total farm marketings and home consumption are pre=
gented in the previous chapter,
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large CCC domestic sales resulted in an increase in the available suprly
of agricultural commodities, We have estimanted that these sales caused
marzet prices to be lower by an cmount sufficient to lower gross farm
income by 2,614.4 million dollars, This means that these sz2les limited
the rise in farm prices to an extent that the value of farm output was
reduced by 2,614.4 million dollars, This would amount to an income trans—
fer from the farm to the non-farm sector equal to that amount.

TABLE 27.,~Fstimeted income transfer as a result of CCC programs based on
changes in the availability of farm output

Total Grose. Per cent Change Per cent Change Transfer of in=-

Farm Income1 in Available in Income come from none
Calender Million Dollers Supply farm to farm secter
Year (1) (2) (3) Million Dollers
(4)
1948 36,081 -8.6 34,4 12,411,8
1949 30,589 =3.,9 15,6 4,771.8
1960 32,681 2,0 - 8,0 - 2,614,4
1961 38,084 0.0 0.0 0.0
1952 37,321 -5, 6 22,4 8,359,9
19532 34,296 =9,2 36,8 12,620,9
1954 33,672 =6.4 25,6 8,620,0
1955 33,050 «8,0 32,0 10,576,0

1lxc1uding government payments but including the net change in
farm inventories, ’

Sources: Column l==The Farm Income Situation (Washington, D.C.:
U. S. Department of Agricul ture, July, 1956), p. 19.

Column 2-Computed from data in Chapter X of this thesis,

Column 3~=Column 2 multiplied by the coefficient of price flexi-
bility of demand,

Column 4==Column 1 multiplied by column 3,
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In 1963 CCC programe reduced the avallable suprly of asgricultural
commodities by an amount equal to 9.2 per cent of current production,
Lowering available supply by this amount has been estimated to raise the
value of total farm output by 12,620,9 millicn dollars, This rise in the
value of farm output due to CCC programs can be thought of as en income
transfer from the non~-farm to the farm sector of the economy,

In Table 28 we have presented estimates of income transfer based on
the percentage change in aveilahle supply as a result of CCC programs in
relation to total farm marketings, The estimates of income transfer in
Table 27 and Table 28 differ widely because of the different time periods
over which the change in suiply is measured,

TARLE 28,~Estimated income transfer &8s & result of CCC programs dbased on
changes in the availability of farm marketings

Transfer of
Cash Receipts Income from Non-farm
from Marketingsl Per cent change Per cent change to Farm Sector
Calendar NMillion Dollars inp aveilable swyply in Inccme Million Dollars

Year (1) (2) (3) (4)
1949 27,864 -6.7 26,8 7,467, 5
1950 28,406 1.0 - 4,0 - 1,136.2
1951 32,909 - .9 2.6 1,184,7
1952 32,538 - .9 3.6 1,171.3
1953 21,169 -9.0 36,0 11,220, 8
1954 29,714 ~5.4 21.6 6,418,2
1955 29,264 -6.9 27.6 8,076.8
1956 29,999 ~5.9 23,6 7,079, 7

llxcluding government payments,

Sources: Column l--The Farm Income Situation (Washington, D.C.:
U. S. Department of Agriculture, July, 1956), p. <28.

Column 2——Computed from data shown in chapter X of this theeis,
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Column 3Column 2 multiplied by the coefficient of price flexi-
tility of demand,

Column 4~=Column muitiplied by column 3.

The income transfer figures in Table 28 are estimates c¢f the difference
in the value of farm marketings resulting from the operation of CCC pro=-
grams from 1949 through 1956, During each year except 1950 CCC programs
lowered the available supply of farm products in domeetic markets, 1In
1356 CCC programs lowered the available supply of agricultural commodities
by an emount equal to 5.9 per cent of current farm marketings, Vith a
coefficient of price flexibility cf demand of 4, this would me=n that
farm prices would have been lower by 23.6 per cent had the guantity removed
by CCC been s0ld in commercial markets, Under these circumstances the
value of farm merkzeting would have been lower by 7,079.,7 million dollars,

The accuracy of these estimates of income transfer hinge rether
heavily on the degree of realism in the two assumptions set forth, If
they are relatively accnrete CCC programs have resulted in some rather

sizeable income transfers between the farm and non-farm sectors,



CEAPTER XII
STILARY AND COWCLUSIONS

To determine the effects of CCC programs on the domestically
available supply of major agricultural commodities involved in price
support programs two factors have been considere&: (1) removal from the
domestically avalladle supply of agricultural commodities by CCC loans
and purchase programs, and (2) additions to that supply through CCC
domestic disposel progrars,

The fact thnt CCC programs have had a significant ixmpact on the
available supply of varilous agricultural commodities has been pointed out
in varicus parts of this study. The exact nature of this irpact has varied
from year to year and from commnodity to commodity within a given year,

Irstitutional factors surrounding the iIndividual commodity programs
arpear to have had an important influence on how CCC progrﬁms have affected
the available supply of the individual comuodities, With commodities such
&as cotton, for which no domestic sales have been made at less than 105
rer cent of the current support price, very small amounté of the commodity
removed by CCC have re-entered domestic msrket channels excert during
periods of rising prices, TFor commolities involved in domestic dcration
programs such as dairy prodncte, rather substantial quantities have
re—entered the domestic market at various times including times when

prices were falling, Tis is also the case with commodities which have
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been sold as out-of-condition, Thece enles have been made during times
of both risingland falling prices, OQut-of-condition -sales of corn repre-
sent a significant pert of total domestic comn sales;

Indexes based on the published indexes of farm output, farm marketings,
and farm marketings and home consumption have been used in comparing the
volume of CCC loan, purchase, and disposal programs with total farm out-
put, farm marketings, and farm marketizgs and home consumption, CIC
programs have had = net effect on the available supply of individusl
ccmnodities ranging from & net addition equal to 31 per cent of current
production to & reduction equal to 40 rer cent of current production, It
80 happens thet these extreme values both anply to cotton, but very large
percentage changes have also occurred in other commecdities and commodity
groups, The net effects of these programs on the aggregate supply of
agricultural commoditlies have ranged from an increase equal to 2 per cent
of current production to a decrease equal to 9 per cent of current pro-~
duction, The net effect of these programs in relntion to farm marketing
and farm marketings and home consumption are equal to slightly higher
percentages of the total due to the lesser quantities involved in these
tctolsg,

The fact that these programs have raised the available supply of
individual agricultural commodities in a number of years and the aggregate
available supply in 1950 indicates that CCC sales in domestic markets
must be considered if one 1s to fully evalumte these effects of CCC
progrems on the avallable supply of agricultural products during the
postwar period,

The effects of CCC programs on year-to-year shiftcs in the available



suprly of egricmltural products &ppears to vary from commodity to commodity.
With soﬁe comunodities such as food grains, feed grains, and deiry products
CCC progrems have tended to dampen year—=to-vear shifts in the domeetically
aveilable supply associated with changes in the level of prcduction or
marketinges, With other crops, notably ollseeds, these programs appear to
have added to the year-to-year variations in available supply., 1In the
aggregate it eppears that CCC programs did not reduce year-to-year variations
in the available supply associated with changing levels of production and

may have accentuated shifte in the quantity of agricultural products

entering domestic markets,

The range over which the availability of individual commodities has
varied enpears to have been limited by CCC programs, In most instances
these programs have tended to limit the rise in availability associated
with rising levels of production and marketings., However, there have
been years when CCC domestic sales held the avalleble supply above the level
it would have attained had these sales not taken place, In & general
gsense 1t appears that these programs have tended to limit the rise in the
available supply of agricultural products, but have not been able to offset
completely rising levels of farm output and merketings,

In 1ight of the fact that CCC removal and additions have been equal
to rather large parts of the published indexes, it would seem that the
edjusted indexes developed 1n this study might be more relevant measures
if one is concerned with production available to be sold in commercial
markets or farm marketings to buyers other than CCC., It would seem that
these indexes provide a more accurate picture of the quantity of farm

production available to meet market demand or the quantity of agricultural
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comnodities entering domestic markets,

In weighting CCC domestic distributions into indexes of additions two
different methods were used, In one set of indexes all domestic distri-
butions are weighted equelly, In another set additions were weighted to
reflect their impact on the available supply of the commodity distributed,
In most instances it was found that such a weighting system did not change
the indexes appreciably. However, for dairy products, in which domestic
donations have played an important pert in totel domestic distributions,
such 8 weighting system results in significantly different indexes of
additions, The fact that use of such a weighting system did not radi=-
cally shift the indexes of additions does not indicate that CCC sales,
other than commercial sales, are unimportant, but rather it shows that in
the judgment of the author there is very little difference in the impact
of commercial sales and out-of-condition sales on the available supply of
the commodity being sold,

CCC programs exist primarily to maintain the income level of the farm
gector of the economy, These programs necessarily result in an income
transfer from the non-farm sector of the economy, This transfer results
from CCC programs holding farm prices above their equilibrium level.dy
restricting the available supply of agricultural commodities.1 However,
in at least one year CCC programs resulted in a greater available supply
of agriculturel commodities, Under these circumstances farm prices wvere

held below their equilibrium level, The exact amount of income transferred

1We use the term equilidrium price to mean the price that would
have existed had sgricultural producers marketed the same quantity of
agricultural products but with CCC programs not in operation,
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between the farm and non-farm sectors as a result of these programs is not
known, However, estimates based on changes in available supply as measured
in this study indicate that this income transfer has very likely been
substantial in a number of postwar years,

Relationships which have been examined in this paper far from exhaust
the 1ist which need to be exrmined when evaluating CCC programs, I shall
not atterpt to list the numerous research projects which appear to be needed
to evaluate completely present and past farm policy in the United States,
However, it 1s hoped that information developed in this study will prove
useful in performing odjective evaluations of CCC programs as they have

operated in the postwar period,
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