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to be part of these proceedings, the
 
It is a pleasure and a privilege 

which is so important to us all. 
purpose and scope of 

on the premise that agricultural policy, and the 
I base my remarks today 

part of overall nationalit, must be an integral
commodity programs that go with 

must be correlated closely with a na­
policy, that agricultural program inte-.nt 

benefit 
tion's goals and objectives, and that commodity programs must not only 

further the national interest. 
but must serve the general welfare and

the farmer, 

ol this general premise,In discussing commodity programs In the context 

and progrlr.,S;.a minute to diis iiLiish bctween policyI think< it best to take 

based on kno.'.n facts and )r'ob­
or couirse of actionWhen a desirable standard 

' 
an 1 nns to fol]ostated. Whe, the ways

lems is reasonecd out, policy i. beif, 

the course of action is developed, then programs are 

being .stated. 

with the Lact that .i 1bund1a i . s;upluply of foo(l,
I think none of us disagree 

anci forest products co. I'j hutI': s Imtei.ri;.)I]y tL) nat rlal }tjrpo:,' and 
feed, fiber 

dcxc lo n .i)intof a nation's econr,:.," cannot: 
progress. The fal'-11-"' s role iI I [I 

be oversLat,,d. 
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However, the setting up of'a commodity program must be undertaken with 

great forbearance and responsibility -- first, that it meets the policy it 

seeks to put into effect; second, that it is both directed to, and is responsive 

to, the particular needs of the producer segment, and third, that it is for the 

continuing public good. 

If I may digress a moment, I would like to observe that the purpose of these 

seminars -- an open and objective discussion of the nced for greater attention
 

to the formulation of sound, national agricultural policies -- is of infinite
 

value to all involved.
 

A nation's agriculture is a dynamic and ever-changing entity that responds, 

sometimes in a subtle manner and sometimes with explosive suddenness, not only 

to changing market demands, but to the changing needs znd priorities of a society. 

The establishment and operation of a commodity program is predicated upon 

many factors, including statutory mandates in effect; the basic purpose of a 

program; the type of program to be undertal-.Y-na; the level of price sl'pport to 

be set; the Jevel and extent of direct sib.;idy., if this approach is to be util­

ized; the operational procedurCes and fac iliji Cs to acqui'e, handle, storit, p'o­

cess and dispose of inventories as, ind if, acquII c ; a1( the adm n i stri!tive 

organization requiired to carry out an efficient a-rl CeconMic cow,!,odity oprration. 

In addition, if the prograin inte:it also l]alnCe icl ion .t!)is to pro i all. 

needs, then production adjustment or" mrke ting cont100] :IUMtority3, m:iy 1). N 

pivotal part of pro;Iram app]iCation. 

In settn,, up commodity the in its pa, ']pos(.i a program, fil'st conri;diratI 

This coiFjdera tion would inc]ude, singly o- in combiniiation, such f:,ctor. I!. 

vhe . lh (.. P ogr- is t:: h dL-.- i . zi .,r a ni ...... . to st:.I Ij, or 1,:i1 c ! . 
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farm 	income; to stimulate or increase production; to roll back excessive pro­

duction to more desirable levelst or to maintain an existing production level
 

that 	meets market demand and the maintenance of adequate reserve stocks.
 

When the 
decision on program purpose has been made, either by legislative 

mandate or within discretionary authorities, then the type of program to carry 

out 	 the overall directive must be established. 

American programs for price supported commodities, as you know, are based 

primarily upon the Agricultural Adjustment Act of 1938, as amended; the Agricul­

tural Act of 1949, as amended, and the Agricultural Act of 1970. Additional 

authorities are contained in the Charter Act 	 of the Commodity Credit Corporation, 

as amended. 
 There are also the Sugar Act of 1948, as amended and extended, and
 

the National Wool Act of 1954, as amended and extended. 

Under these authorities, commodity price support is basically carried out, 

singly or in combination, under loan, purchase or payment type programws. Wheat
 

producers receive a portion of their support through wheat certificates -- a per 

bushel certificate payment on each producer's pro rata share of wheat used for 

domes tic consumption as fond. 

The level of price support necessarily varies with the coi~miodity produced, 

but must tie in diroectly with establ.ishod nation-ml pol icy and thu sprcfLied 

program purpose. 

If the purpose is to increase production of a commodity, then a high support 

level would achieve the objective. ]over, un].(-.;s there is means to evensome 

off production after all need!- are tut, thenl of glut, 

and undue costs can reach cr itici1Iprporti on.; 

An c.'.:tr mely lo- s', r.pt li..v, r::,. rc.;] ti J!:, urt. ii (d pro(duct. i n z 'c it. 

m;y resul1 t : I;0 in d.(.cr :i ,.'.d i .' ' 

the oob]eismarkc t surpllus 
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In effect, then, support levels must be realistic and practical and, within
 

statutory .limitations, be established so that benefits of farm output accrue to
 

both producer and consumer, markets are not jeopardized, traditional channels
 

of trade are not disrupted, and the nation's agricultural plant maintains its
 

capacity to gear operations to changing needs.
 

For the purpose of this seminar today, I will discuss six general types of 

programs that we administer for commodities under legisl.,tive authorities.
 

The first are the low loan-direct payment programs, with conditional acreage
 

adjustment -- such as those for wheat, feed gr ins and upland cotton.
 

The programs for these commodities are set forth in the Agricultural Act 

of 1970, approved November 30, 1970, which initiated a cropland set-aside ap­

proach for participating producers in 
the wheat, feed grain and upland cotton
 

programs for the 1971-73 crop years.
 

Marketing quotas and acreage allotmcnt- for wheat were suspended for the 

three year period. A cropland -set-aside, equal to an announced percentage of 

the farm dom;astic wheat alotmcent, was establi'shed. Wh1eat farmers, to be 

eligible for loans, paym!emmits, and iar)eting certificates on whoat grom-n for 

domestic food, are required to set aside o dJvI 't from the pr'ob.L Ction of wheat 

or other crops an acreage determincd for each crop year by the Secretary. 

The Act provided domestic warketing certificates for farm(rs participating,. 

in the program in an amount equal to U.S. food consumption, but not Ies:, than 

535 million bu.Sh.l annuaully. The flace value of the cer Iifientr,s if; set at the 

difference bet,.'een the w.'hcat parity price a.s of July 1 and the average price rc-­

cei ved by far'.,rL during the first 'iv wontlh of the wheatnmrl:etin: y(.; be-. 

g m~i r,; ":"Jth , l:]y. 
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Under the Act, the 1971 set-aside would be not more than 13.3 million acres.
 

The 1972 and 1973 set-aside could not exceed 15 million acres. Additional diverted
 

acreage and public recreational access payments were authorized, if the Secretary
 

determines that these provisions are to be applied.
 

The program authorizes the Secretary to set the national average loan rate 

to participating wheat farmers from $].25 per bushel to 100 percent of the parity
 

price for wheat as of July 1 of each marketing year. For 1971 the loan rate
 

has been set at $1.25 -- the rat, _' effect each year since 1965.
 

Under the 1970 Act, a voluntary feed grain program (corn and grain sorghum -­

and barley, if designated by the Secretary) is established for the 1971-73 crop 

years, with a cropland set-aside program vnder which participating farmers are 

required to set aside an announced percentage of the farm's feed grain base. 

Set-aside payments are received by participating farmers for diverting the
 

specified pcrcentage of the corn or grain sorghum base (barley is not included 

in the 2971 pro-ram). The payments are equal to the difference between the 

national average price received by farmers during the first five months of the 

mar]:et ing year (beginning October ]) Lnd the gu.ranteed total support price. 

The pro'erat:: gives producers Nor optlons on what and hov.' muh to plant., 

provides for the shifting of feed grain br,ses from farms which dio not plant 

feed grains to those that d'o, and, 1io setting loan rates for feed train5;, p]ace.-. 

heavy e phasi s on export pin)ces and relative fuedingq' values. 

As with thc wheat progrimi, addilioinal acreango set-aside and public recreationa] 

access pay:inits arc authorized, if dotermination is made by the Secretary thu t 

they are nceded. 

Unkh"'v). lic t crt Vo] Ill :'y 11 (,.' was (-S abl i( uo ..o nlI f lh ( h ieo 

marketl'a," cuotaS artFj::-:."CIO p.!r­:iid pCnaiti, : 'c i I-p 1}C t1''r' y,:'. t..od', and 
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"vision is made for a cropland set-aside program, not to exceed 28 percent of 

the cotton allotment, as a condition for benefits under the program. 

The Act provides for set-aside payments on the estimated production from 

11.5 million acres for the 1971 crop. In 1972 and 1973, the base acreage allot­

ment will be set by the Secretary, and total payments will be adjusted to main­

tain the same level of total payments. 

The payment to participating cotton farmers will bc the difference between
 

the higher of 65 percent of parity, or 35 cents and the average market price 

for the first five months of the marketing year (beginning August 1), but the 

payment can not 1'e less than 15 cents per pound. 

The price support loan rate is established for the 1971-73 crop years at 

90 percent of the average world price for the two previ.ous years. 

As with the wheat and feed grain programs, additional diverted acreage and 

public recreational access payments are authorized, if the Secretary determines 

that such are necessary. 

The cropland set-aside approach and the specific programs for the .971-73 

crop years of wheat, feed grains and cotton are based on n phi1osophy of narlet­

oriented programs designied to eneouir';g',e production for the market ind to vncnur­

age markct expansion. 

The second general type program is the hjg'h-loan and marketing,, 1uota-alIot­

ment type -- such as carried out for peanuts, rice and Ios;' kinds of tuhacco 

if quotas arc ,-pproved by at least two-thirds of the producers of cach crop 

voting in rfcreidum. 

In the pe anni proyr and for most Ltvpc',: of tobacco, nnLtin. tl marl;eti. 

quoltas arc proc amriod .,2h ,..r, r ' .. ; of thei suttl y tu, ,, 



7.
 

related to p.escribed
For rice the proclamation of vimarketing quota is 


to adequate and normal supplies.
conditions under law that relate, in general, 

The national quota, by quantity, is converted to national acreage allotments 

on the basis of yield standardsapportioned to the States, counties, and farms 

acre that will produce the quantity deemed appropriate to m.eet the national
 per 


quota.
 

an acreage-poundage
For flue-cured tobacco, the national quota is converted to 


basis.
 

serious handicaps toLegislative minimum acreage allotments have proven 

sound programs in a number of instances -- particularly on wheat, peanuts, and 

burley tobacco.
 

The third general type of price support pror'am is for perishable commodities 

that is carried out through product purchases -- such as thosoe for milk and 

cottonseed. 

In the dairy program, the Secretary announces; the support price for manu-. 

al.¢ thefacturing milk before the beginning of each milk marketing year, and 

prices at which the Commodity Credit Corporation wl1 buy bt ltc ), elwoqf" ,.d 

nonfat d..y milk throughout the markeLi ng year to effectuate 11v-- ainnt-,l1;1cc !:;ulpp,!': 

price for milk. 

The purchases maintaIn market prices: of dairy products at level:; which 

enable dairy processing plant ; to buy iil1k from at. average 1l," ,hfl'llir 'icens hi
 

reflect the announced support level. 

For cotLonseed , CCC contracts 1o porclas- cot tonsced oil to carr'y out 

announccd support prices for cotton:.,,td. 

.Afourtl g-encral typCe of price mI t.: rvor i': t-l:,t ill '.'h icl l 1".", , 

Of' SU)plcr'L, arc -::tt and theyv a1,0 I!a aditu:. t o rrc.,&h,m nl;'tin,! nont -­
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such as those we presently have for soybeans, oats,, rye and flaxseed. 

These programs, again, are predicated upon a niarket-oriented approach that
 

places great reliance upon the producer being able to produce for and to expand
 

his market outlets.
 

A fifth'general type of support program is that of direct payments. Loan
 

programs are no longer used for wool, since our market prices are dominated by
 

. the price of imported wool. Payments are authorized under the National Wool
 

Act for producers of wool and mohair at a rate determined by the difference be­

tween average prices received by producers and announced incentive price.
 

A sixth type is illustrated by our sugar program where price support is
 
Ii7 

accomplished thropgh restrictive marketing arid import quotas. Loans and pur­

chases are not used. Conditional'payments are made to producers of sugar beets 

and sugarcane who comply with certain reIquirements. These relate to compliance 

-with acreage allotments if ihey are in .effect, noncmployment of child labor, 

payment of fair and reasonable prices for sugar beets and sugarcane purchased 

from other producers, and payment of fair and reasonable wages. 

Under commodity price support programs, certain requirements and services 

also mus.t be carried out., 

Grading services must be provided because CCC loans apply to those cjuntities 

of an eligible and pledged commodity that tioot specified quality st'andards. Iut­

chases nlso come, under grading sthndards. The support 'rate, ill most instanices, 

varies for various ,qialities of a comITioc'ity'4 with prCmiunis and discounts applicable 

for qualities above or below the announccd standard. 

Alhen commodities are pledged or mortgaged to sccu.re price- supper' ]or u, 

Or plrch'isod by CCC, i.5 thc,. th.y,bI . 'e ,e ,;yit \"ikzl t' kep n s t' tint i 
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cai...bemoved u dn iged 

(1) to make maximum up of commercial and farmer-owned facilities in the storage 

of commodities owned by it or subject to its price support programs; (2) to pro­

vide Government facilities for storing CCC-owned commodities, primarily grain 

(CCC-bins), .when private facilitics are inadequate, and (3) to help farmers 

finance storage facilities on their own farms. 

Most Government-owned pricelsupport commodities, except corn, are stored 

in commercial facilities. Government-owned and loaned grain, flaxseed, and soy­

beans in country, subterminal and terminal elevators are stored under the terms 

of a' Uniform Grain Storage Agreement entered into between CCC and the warehouseman. 

For services performed, CCC pays charges at the rates specified in the agreement. 

These include receiving, loading out, and st/'age charges. 

CCC also uses commercial facilities in the storage of other loan commodities,
 

including cottoni and dry edible boaus. In the case of tobacco, peanuts and naval
 

stores, arrangements for warehousing are handled by cooperative associations of
 

producers. All. warehouses must meet CCC standards. 

Insurance is a matter on which policies vary. A,; a general rule, CCC self 

insures on its owned and, faram-stored loan commoditic-s. 

CCC, however, requires insurance on all Gove.rnment-ow,ne grain and that
 

pledged as collateral for price support loans in co;;mrcial storage'against
 

loss from firo, windstorm, and other causes normally covered by casualty in­

-' surunc..• ""'"; 

Up to this point, my discussion lhas been dirccted to %'tn-ious fa et o f ... 

operational procedures and provisions. they affect plo..oind th, acquisi­

tions ofcom!!dities. 

How stocks,* andi Covernmn|l olc ' (CCCI)-.c:onL j I ave r,,o\,ed ini -u 
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doiestic and foreign markets, however, is an extremely important part of overall 

commodity operations.
 

The Commodity Credit Corporation must consider many factors in making stocks 

available for movement into use, and in determining the pricing policies to be 

in effect.
 

In this country we have legal pricing restrictions which must be observed. 

As a matter of general policy, CCr! does not sell commodities at less than market 

price and, in some cases, sets minimuni sales prices above those required by law. 

Section 407 of the Agricultural Act of 1949 directs CCC, in determining
 

domestic sales policies for basic and storable nonbasic commodities, to give
 

consideration to the establishment. of sales policies with rcsp,.t Io priccs, 

terms, and conditions as it determines will not discourage or deter manufacturers 

processers and dealers frorm acquiring and carrying normal inventories of the 

commodity of the current crop. 

With certain exceptions, Section 407 also provides that CCC shall not sell 

ary basic or storable commodity domio. ;tc:iliy at less than 5 per'cen: above the 

support price for the coimodity, plii; rcaronuh]c carrying Cea,'gle;. For upland 

cot toi, dowiestic sales can not he at. less than 1o percent of tic inan ritc 

based on ,Middling one-inch, adjust,c1 f0r current iharke t ciiffeet I;. s, other 

value factors the Secretary dcltorjlilcf approp]'ialIc, )11.5: r-esninail,] caii' ri.ng 

charge,;. 

A 115 pcicent level of the current n1at. illal avc'rigc, rate policy,loal. poalc: 

adjust cd for cii rrc it ma;ke t differcn t i1!; and ot hcr valic, fct ors c tevI.iinled b 

the Secr'etary, applies to CCC st ol. nf .h, t com'n, grain 'l ',,.!t|a, barl)'y, o i ; 

an, rye. 



Commodities in CCC inventory in danger of loss or waste through deteriora­

tion or spoilage are exempt from the legal minimum price restriction. Hloweveol, 

CCC has followed a consistent policy of pricing these commodities at not less 

than market price for; comparable quality.
 

Dairy products, being considered nonstorable under legal authority, are
 

exempt also from the minimum pricing requirements of Section 407. However, 

sales of dairy products for domestic unrestricted use are made at prices inoder­

ately above the current support price. 

CCC also moves some stocks domestically under various'donation :and transfer 

authorities -- primarily for food and nutrition programs 'and -under distress, dis­

aster or emergency situations.
 

It is the policy of the Department in the sale of stocks in export markets 

to endeavor to maintain export markets for U.S. agricultural commodities. This 

does not mean that all CCC stocks are offered for export sale at all times. As 

a general rule, they are offered for export sale when privately. owned stocks 

are not sufficient to meet export requirements, or occ.siona)ly %heCn \worl.d 

price levels are below the price at hich CCC can sell. for unrestricted u;e. 

- Card is taken to Ssure that salecs are made in a manner naticewih 

will not unduly disturb world price ).evei s. In recent years less oimpha sh bha s 

bon placed on exports from CCC st'ocls, more on export-s from private holding'.9 

*This policy directs more of the export demand to current pr'oducti1n :1nd, 

helps strengthen farm prices. It reduces the amou!at of 'commoditics that would 

othrwi,1so be delive'ed to CCC. It also makes d .idor ri"nge of gCra~les and qual 

iltics anilale for expo't throughout the yea'. 

Sinco'195., CCC.(.h,. c id tod ni :o .. por'i Chosd .1 ' I '­

\"-hi ch i t fi1,11cna c o~111ncrcija. c : oi-L eco i t ~I :~b . p iI, ' .~~ t~.e 
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tur'al commoditios fro privatcstocks. Cmmodites purchased tarom CCC inve-n-­

tories may be exported under this program as private stocks. The usual period
 

for which these transactions are financed is 12 months, but a maximum of three
 

years'may be approved in'special situations.
 

Commodities, both CCC-owned and privately owned stocks, are also bartered
 

abroad in exchange for materials, goods, and services from offshore sources.
 

In recent years, barter exports have been used almost exclusively to generate
 

funds for the procurement abroad of goods and services for use overseas by U.S.
 

agencies.
 

Substantial quantities of agricultural commodities have been sold abroad 

l under Title I of Public Law 480, as amended -- also cited as the Agricultural 

Trade Development and Assistance Act of 1954. 

There are two types of sales programs under Title I of P.L. 480: Sales 

under Government-to-Government Agreements, and Sales Under Private Trade Agree­

U'ments.
 
/I,
 

In some instances, CCC makes export payments on specified commodities to 

make it possible for these commodities to compete in foreign markets and to 

help the U.S. bnlance of payments. 

, 'Food. commodities in excess of estimated domestic requirements, acequate
 

d'carryover, and anticipated .dollar sales may be supplied also :or .foreigii donation
 

...pograms. Those commodities are suppl ied to nonprotit. volunt:.ry a eUncios regis­

tered with the Advisory Council on Voluntary Forci gn A.d, to forcign governmenfs, 

and to intorto\,ernmcntal organizait ions. 

'-These donations'are to meet fa1ine or other urgent relief reciuiremc!nts; to) 
t 

,t rro com,1,', niity opsen I; Vn ­co I 1m w nut yi ton;. to. oite economic and Ielfr. .nd] 

d1%c ]op n[ v(rc * icd If'* ueely p;e1rs1 and'il OnpOi t' fOroi:l .1fond pro;:*11: '..a 


http:volunt:.ry
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To summarize my remarks, may I say that the establishmont and opcration 

of a commodity program must be a part of national policy; it must be tailored 

to the particular needs of a producer segment; it must be for the public 

good, and it must be administered in the most efficient and economic manner 

possible. 

Man, land and food -- the human and physical resources mandated for a 

society to exist and to survive -- must be viewed and protected in the national 

interest.
 

The purpose, type and operational provisions of a commodity program, if
 

such is legally mandated or undertaken under discretionary authority, must be 

responsive both to the needs of a nation's agricultural producers and to the 

common good.
 



Suggested materials (20 sets) to 
be available for distribution at the seminar: 

-- Commodity Fact Sheets on 1971 programs.
 

-- Pertinent Background Information Bulletins.
 

- Revised Agricultural Handbook No. 
345, "Farm Commodity and Related
 
Programs," if available.
 

-- CCC Monthly Sales I.ist Rjelease.
 


