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DECISION 

THE WHITE HOUSE 

WASHINGTON Last Day: January 30 

January 27, 1976 

MEMORANDUM FOR: 

FROM: 

SUBJECT: Res. 121: 

The purpose of this memorandum is to obtain your decision 
on whether to sign or veto this bill. 

A decision must be made by Friday, January 30. 

The Bill 

s. J. Res. 121 would make two changes in the present milk 
price support law: First, from enactment through 
March 31, 1978, the support price for milk would be at 85 
percent of parity. Second, the support price would be 
adjusted quarterly to reflect changes in the production 
costs of milk farmers. 

The bill is more fully discussed in the Enrolled Bill 
Memorandum at Tab A. 

Present Support Program 

currently, the support price for milk is set administratively 
by the Secretary of Agriculture at from 75 to 90 percent of 
parity. Adjustments within this range can be made at anytime. 

USDA is presently supporting milk at $7.71 per hundred
weight ("cwt") --- 80 percent of parity as of October 1, 1975. 
During 1975, milk price supports were increased twice: On 
October 2, 1975, the support price was increased to its 
present level from $7.24 per cwt. Previously, on 
January 3, 1975, the support price had been increased from 
$6.57 to $7.24 per cwt. 
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Secretary Butz has stated that he will review the dairy 
situation semiannually and make any price support changes 
he finds necessary. 

Congressional Situation 

This is the third attempt by Congress in fourteen months 
to increase milk price supports. You vetoed both the 
December 1974 attempt to raise price supports to 85 percent 
of parity and the April 1975 "farm bill", which provided for 
support prices at 80 percent of parity with quarterly 
adjustments. 

Prior to passage of s. J. Res. 121, the Administration 
(USDA, OMB and Office of Consumer Affairs} indicated clear 
oppositionr nevertheless, the bill passed the House by 
307-111 and the Senate by a voice vote. 

USDA is very pessimistic about the chance of sustaining a 
veto in the Senate and uncertain about the chances in the 
House. Max Friedersdorf concurs with this assessment. 

Sign or Veto Arguments 

A. Arguments in Favor of Signing s. J. Res. 121 

1. This bill would please milk producers and their 
Congressional representatives by assuring price 
supports at a higher level than at present and 
by providing for quarterly adjustments to reflect 
inflation in production costs. 

2. "This should be helpful in maintaining milk pro
duction to meet the needs of consumers for future 
periods." (House Agriculture Committee} 

B. Arguments in Favor of Veto of s. J. Res. 121 

1. It would be inflationary and particularly hurt 
low income families. USDA estimates that the 
higher support prices would increase consumer 
dairy product costs by $1.38 billion over the 
next two years --- or about 3¢ per half gallon 
of milk at retail. 
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2. "It would stimulate excessive production of milk 
and discourage consumption, resulting in greatly 
increased purchases of dairy products under the 
milk support program and in the build up of large, 
costly and farm-price depressing government sur
pluses" • (USDA) 

3. Estimated government price support outlays would 
increase $180 million during the 1976-1977 marketing 
year and $350 million during the 1977-1978 year. 

4. This would be consistent with your previous vetoes 
of the two related price support measures. 

Recommendation 

The Department of Agriculture (Butz), Jim Lynn, Bill Seidman, 
Max Friedersdorf, Counsel's Office (Lazarus), CEA (MacAvoy), 
COWPS (Moskow) and the Office of Consumer Affairs (Knauer) 
all recommend veto. I concur. 

A proposed veto statement, cleared by Bob Orben, is at Tab B. 

Decision 

Signs. J. Res. 121 (Tab C) 

Veto s. J. Res. 121 {Tab B) 

, 
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THE WHITE HOUSE ACTION 

WASHINGTON 

January 30, 1976 

MEMORANDUM FOR THE PRES IDE 

FROM: JIM CAVANAUG 

SUBJECT: Veto of Milk Price Support Bill 

As you requested last evening, we have checked 
the attached veto statement with Secretary Butz, 
and he has personally approved it. 

In addition, the Farm Bureau plans to send letters 
on Monday to all members of the House and Senate 
advocating a vote to sustain your veto on this 
legislation. 

Agriculture is working with friendly members of 
Congress who will voice support for your decision 
on the floor. 

Attachment 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

JAN 2 6 1976 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled BillS. J. Res. 121 -Milk Price 
Support 

Sponsor - Sen. Humphrey (D) Minnesota and 
8 others 

Last Day for Action 

January 30, 1976 - Friday 

Purpose 

Establishes the support price for milk at 85 percent of 
parity with quarterly adjustments through March 31, 1978. 

Agency Recommendations 

Office of Management and Budget 

Department of Agriculture 

Council of Economic Advisers 
Council on Wage and Price Stability 
Office of Consumer Affairs 

Discussion 

Disapproval 

Disapproval (Veto 
Message attached) 

Disapproval 
Disapproval 
Disapproval 

Under present law, the support price for milk is set 
administratively at from 75 to 90 percent of the parity 
price by the Secretary of Agriculture -- adjustments 
within this range can be made at anytime during the 
year. The parity price is that price for a given 
amount of a farm commodity which will pay for as much 
in production items, interest, taxes, etc., as the same 
amount of this commodity paid for in the period from 
1910 to 1914. In this regard, Agriculture is presently 
supporting milk at $7.71 per cwt., 80 percent of the 
October 1, 1975 parity price. 
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S. J. Res. 121 would mandate two changes to the present 
milk price support law. First, effective upon enactment 
and through March 31, 1978, the support price for milk 
would be at 85 percent of the parity price. Second, 
this support price level would be adjusted quarterly to 
reflect changes in the index of prices paid by farmers 
for production items, interest, taxes, and wage rates. 

This is the third time in the last fourteen months 
that Congress has forced the issue of higher support 
prices for milk. S. 4206, passed in late December of 
1974, provided for supporting milk at 85 percent of 
parity -- you vetoed it. Then, in April 1975, Congress 
enacted H.R. 4296, a farm commodity price support bill 
which included provisions for supporting milk at 80 
percent of parity and for making quarterly adjustments 
in the milk support price -- you also vetoed that 
measure. 

Meanwhile, acting within the existing statutory range 
noted above, the Administration announced increases in 
milk price supports on January 3, 1975 (increased from 
$6.57 to $7.24 per cwt. -- 80 percent of parity), and 
again on October 2, 1975 (increased from $7.24 to $7.71 
per cwt. -- 80 percent of parity). Moreover, the 
Secretary of Agriculture has stated that he will review 
the dairy situation semiannually and make whatever 
changes in the support price that he thinks are 
warranted. 

In advising Congress concerning the Administration's 
position on S. J. Res. 121, Agriculture, OMB and the 
Office of Consumer Affairs all strongly opposed enact
ment -- Agriculture and OMB both clearly stated that 
they would recommend a Presidential veto of the joint 
resolution. It should be noted that both features of 
the bill -- the 85 percent parity level and the 
requirement for quarterly adjustments -- were opposed. 
The agencies' arguments against enactment noted that 
among other things, S. J. Res. 121 would: 

* be inflationary and hurt low income families par
ticularly hard (beginning April 1, the following 
minimum retail price increases could be expected: 
3¢/~ gallon milk; 6.5¢/lb. cheese; 7.25¢/lb. 
butter; and 4¢/lb. dry milk ~- consumers' retail 
dairy product costs over the next two years 
would increase by $1,380 million); 

' 
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* provide for excessive additional dairy program 
cost increases of $180M in 1976-1977 on top of 
$324 million already in the budget and further 
raise the Federal deficit (since the dry milk 
is purchased at 62.4 cents per pound as com
pared to world market of 21 cents per pound, the 
government incurs substantial losses in disposing 
of the inventory) ; 

* disrupt national marketing patterns, create milk 
surpluses and accelerate the trend toward lower 
per capita milk consumption; and, 

* substantially increase the already large and 
growing Federal dry milk inventory which is 
estimated to be at 640 million pounds by 
September 30, 1976. This will create pressure 
to expand P.L. 480 donations since the only 
alternatives to such shipments are to sell the 
milk for animal feed or institute a costly 
inventory rotation system to prevent spoilage. 

In its report on S. J. Res. 121, the House Agriculture 
Committee attempted to refute the Administration's 
arguments against the bill by stating that dairy 
farmers were facing persistent inflationary pressures 
which were not being adequately reflected in the price 
support level for milk. In light of this, the 
Committee concluded that: 

"Passage of S. J. Res. 121 would assure 
dairy farmers that the milk price support 
level would reflect costs on a more 
current basis. And to the extent that 
milk prices rose above the support level 
in response to demand, dairy farmers 
would not be faced with such extreme 
price shocks when market prices receded 
to the support level as a result of 
seasonal increases in milk production or 
for any other reason. This should be 
helpful in maintaining milk production to 
meet the needs of consumers for future 
periods of time, a stated goal of the 
price support statute." 

The bill passed by 307-111 in the House and by a 
voice vote in the Senate. 

' 



In their views letters on the enrolled bill, Agriculture, 
CEA, CWPS, and OCA all recommend your disapproval of 
S.J. Res. 121. Specifically, Agriculture notes that: 

"This bill, if enacted, would require sub
stantial increases in the support level for 
the 1976-77 and 1977-78 marketing years, 
without regard to changing economic condi
tions or agricultural policies. 

"The high level of support required would 
result in unnecessarily high consumer 
prices and program costs, and be totally 
inconsistent with the Administration's 
efforts to combat inflation. It would 
stimulate excessive production of milk 
and discourage consumption, resulting in 
greatly increased purchases of dairy 
products under the milk support program 
and in the build up of large, costly and 
farm-price depressing government 
surpluses. 

"Estimated government outlays under this 
bill would increase $180 million during 
the 1976-77 marketing year and $350 
million during the 1977-78 marketing 
year." 

* * * * * 
We concur with Agriculture's analysis and with the 
veto recommendation of the several agencies. S.J. 
Res. 121 would lead to further and highly visible 
inflation in the food sector and would involve 
significant increases in the budget as discussed 
above. A veto would also be consistent with your 
previous vetoes of the two related measures containing 
provisions to increase milk price supports (discussed 
above). 

If you want to do something positive while still 
vetoing this legislation, three options are available. 
In each case, you could in conjunction with the veto 
or later in the year take the following actions~ 

4 
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1. Express a willingness to accept semiannual 
readjustments (April and October) ; 

2. Promise to raise prices administratively 
this April; or, 

3. Promise to raise prices administratively this 
October. 

However, as recent history seems to indicate, we 
believe that such administrative actions can only 
produce further Congressional attempts to increase 
milk price support levels while simultaneously 
diminishing the Department's flexibility to 
administer the program. Moreover, all of the options 
would conflict with the position taken repeatedly 
by the Administration that frequent (less than 
annual) support price adjustments are generally bad 
because of the market disruptions they create. 
These measures would also create higher budget 
costs for the milk program and could serve as an 
undesirable precedent for price support increases for 
other farm commodity groups. Accordingly, we do 
not recommend any of the options discussed above. 

A draft Veto Message prepared by Agriculture is 
attached for your consideration. 

Lynn 

Enclosures 

, 
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January 30, 1976 

Received from the White House a sealed envelope said to 

contain S.J. Res. 121, Joint Resolution to provide for quarterly 

adjustments in the support price for milk, and for other purposes, 

and a veto message thereon. 

, 



TO THE SENATE OF THE UNITED STATES: 

I am withholding my approval from S.J. Res. 121, 

which would increase the Federal support price for milk 

and require mandatory quarterly adjustments, for the 

following reasons: 

1. It would saddle taxpayers with additional 

spending at a time when we are trying to cut 

the cost of government and curb inflation. 

2. It would stimulate excessive production of 

milk, discourage consumption, force the 

Federal government to increase purchases of ~ 

dairy products under the milk support program 

and build up huge and costly surpluses. 

3. It would result in unnecessarily high 

consumer prices. 

Under this bill, government outlays would be increased 

by $530 million, including $180 million during the 1976-77 

marketing year and $350 million during the subsequent 

1977-78 marketing year. In addition, consumers would be 

required to pay an estimated $1.38 billion more at retail 

for dairy products over the next two years. 

If S.J. Res. 121 became law, the support level for 

milk would be set at 85 percent of parity, with adjustments 

at the beginning of each quarter, through March 31, 1978. 

This would result in substantial increases in the support 

level over the next two marketing years without taking 

into account either changing economic conditions or 

agricultural policies. 

In disapproving similar legislation last January, I 

said: · "To further reduce the demand for milk and dairy 

products by the increased prices provided in this legislation 

(_ Sfe J 
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would be detrimental to the dairy indus try. A dairy 

farmer cannot be well served by Government action that 

prices his product out of the market." This is still 

the case. 

As far as this Administration is concerned, future 

changes in the price support level will be based, as in 

the past, on a thorough review of the entire dairy 

situation. Major economic factors, including the level 

of milk production, recent and expected farm prices for 

milk, the farm cost of producing milk, consumer prices 

and government price support purchases and budget outlays, 

will be considered. Elimination of this thorough review 

by mandating an inflexible support price would be 

inadvisable. 

As you know, present legislation provides the 

Secretary of Agriculture with sufficient flexibility to 

increase the level of milk price supports between 75 and 

90 percent of parity whenever the conditions indicate 

that an increase is necessary and advisable. The two 

increases announced by the Secretary of Agriculture last 

year one in January and another in October -- should 

make it clear that this Administration intends to provide 

the price assurance dairy farmers need. 

In this regard, to ensure adequate milk price support 

levels,· I have directed the Secretary of Agriculture to 

review support prices quarterly, starting April 1. If it 

appears necessary and advisable to make price support 

adjustments to ensure the supply of milk, the Secretary of 

Agriculture will do so. 

In vetoing S.J. Res. 121, I urge the Congress to 

join me in this effort to hold down Federal spending, 

milk surpluses and consumer prices. 

THE WHITE HOUSE, 
January 30, 1976 

' 



COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON 

ALAN GREENSPAN, CHAIRMAN 
PAUL W. MAcAVOY 
6URTON G. MALKIEL 

Dear Mr. Frey: 

December 23, 1975 

This is in response to your request for CEA's 
views on Senate Joint Resolution 121, to provide 
quarterly adjustments in the support price for milk. 

CEA recommends that the bill be vetoed. It 
could lead to substantially higher prices for dairy 
products in the spring and tend to generate burden
some and costly surpluses in the form of CCC stocks. 
The end result would be further restrictions in 
dairy imports to maintain the higher support levels. 
The dairy industry is not under any financial stress 
that might provide justification for these costs. 

Mr. James Frey 
Assistant Director for 

Legislative Reference 
Office of Management and Budget 
Washington, D. C. 20503 

Sincerely, 

Paul MacAvoy 
Member 

, 



EXECUTIVE OFFICE OF THE PRE SlDENT 

COUNCIL ON WAGE AND PRICE STABILITY 
726 JACKSON PLACE, N.W. 

WASHINGTON, D.C. 20506 

Mr. James Frey 
Assistant Director for 

Legislative Reference 

December 22, 1975 

Office of Management and Budget 
Washington, D.C. 20503 

Attn: Ms. Martha Ramsey 
Room 7201 NEOB 

Subject: Senate Joint Resolution 121 

Dear Mr. Frey: 

This constitutes our comments on Senate Joint Resolution 121, providing 
for quarterly adjustments in the support price of milk. 

S.J. Res. 121 provides for quarterly adjustments in the support price 
for milk to be established at 85 percent of parity. While milk prices 
are high right now, they are expected to fall in the Spring and will 
probably reach support levels. 

The higher support level could impose substantial costs on consumers. 
Raising the support price raises the entire structure of milk prices 
and has the effect of decreasing consumption of milk and milk products. 
As an example, estimates for 1973 suggest that supporting milk at 
85 percent of parity would have raised the price of one hundred pounds 
of milk by 50 cents. This implies a social cost (a pure waste of 
resources) of $65 million per year and transfers from consumers of 
milk products to producers of over $500 million per year. {The estimate 
of social cost allows for the fact that Commodity Credit Corporation 
purchases are returned to society through a variety of programs.) Thus, 
the cost to dairy consumers is well over half a billion dollars annually. , 
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While these figures may not be directly applicable to other years, 
they provide an idea of the cost of raising support prices. And, in 
fact, USDA estimates that the cost of this legislation would be about 
$500 million for 1976-77 and $880 million for 1977-78. 

Since the cost of raising the support price may be high, and since there 
are no obvious social benefits, we recommend that this bill be vetoed. 

Sincerely, 

"7!!1/I!IIU 
Mfchael H. Moskow 
Director 

' 



THE: WHITE: HOUSE: 

WASHINGTON 

December 19, 1975 

MEMORANDUM 

TO: 

FROM: 

James Frey 
Assistant Director for Legislative Reference 
Office of Management and. Budget 

Virginia H. Knauer 
Special Assistant to the President 
for Consumer Affairs 

For the reasons set forth in my attached letter to 

Congressman Findley dated December· 11, 1975, I strongly 

recommend that the S. J. Resolution 121 be vetoed by the 

President. 

Attachment 

, 



December 11, 1975 

Dear Mr. Findley: 

I am delir,hted to have the opportunity to express my views 
nnd the views of the O!fice of Con::mmer Affairs on Joint Resolu
tion 121, which would set a fixed 85 percent parity !or the eup• I 

port p:dce o! milk t!uough March 31, 1978, and move to the 
required quarterly· adjustment basis !or prices under the new 
parity • 

.An bc1•ease in the parity price !rom the present 80% to 
85% togcth::r with a q\1~rterly arljuol:ment escal:4tor has the 
potcnti<.l for signU:icant.ly raising the price of milk and dairy 
products to the consumer. 

According to U.S. Department o! Asriculturc dairy fore
casts, GU_Ch a rfsc CO.ulcl COSt consumers, either in their role 
as buyer or t~'..-paycr, hundreda of millions o£ dollars ove_r the 
next fcvr years. Vlc have seen no dah which would reveal 
benefita comm.ensurt2te with these substantial costs. 

A fbced parity ratio has the potential for serious misalloca· 
tion o! resources since it fails to allow for the operation of 
norm::1! !roe! market coat and demand forces in setting prices. 
l' .. ~orcover, at a time when iniln.tion remains a serious and per
ebtent problem, quarterly adjustment periods !or determina
tion o! support prices would almost certainly aggravate the 
inflationn.ry potential of this basic commodity category, and 
could set a dangcrou3 precedent Cor acceler~tion o.£ the adjust
n"'lent period for other economic escalators as well. 

We nre especially concerned with the potential impact that 
this ldnd of legislation would have on the millions of low income 
consumers !or whom milk is a basic necessity. Low income 

' 
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families now epend approximately 15% of their basic food 
budget on milk and dairy related producto, and this proposal 
could seriously aggravate the hardships that many of them 
already !ace. 

For the above cited reasons we are strongly opposed to 
Resolution 121. 

A• •a 

Sincerely, 

Virginia. H. Knauer 
Special Assistant to the President 

for Consumer Affairs 

Honorable Paul Findley III 
U.S. House of Rcprcsentatives
Waeh~ngton, D. C. 20515 

PK/nj • 

' 
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DEPARTMENT OF AGRICULTURE 
OFFICE OF THE SECRETARY 

WASHINGTON.D.C.20250 

Honorable James T. Lynn 
Director, Office of Management 

and Budget 

Dear Mr. Lynn: 

December 2 2 .• 1975 

In reply to the request of your office, the following report 
is submitted on the enrolled enactment S.J.Res. 121, "To 
provide for quarterly adjustments in the support price for 
milk, and for otherpurposes." 

This Department recommends that the President disapprove 
the bill. 

Th.is bill, if enacted, would require substantial increases in 
the support level for the 1976-77 and 1977-78 marketing years, 
without regard to changing economic conditions or agricultural 
policies. 

The high level of support required would result in unnecessarily 
high consumer prices and program costs, and be totally inconsist
ent with the Administration's efforts to combat inflation. It 
would stimulate excessive production of milk and discourage 
consumption, resulting in greatly increased purchases of dairy 
products under the milk support program and in the build up 
of large, costly and farm-price depressin9 government surpluses. 

Estimated government outlays under this bill would increase 
$180 million during the 1976-77 marketing year and $350 million 
during the 1977-78 marketing.year. 

A veto message is enclosed. 

~;·Jk 
(/ uii!1.e:r Secreti¥"'/ 

Enclosure 

' 



PROPOSED VETO MESSAGE 

·' 

I am \vithholding my approval from S.J. Res. 121, "to provide for quarterly 

adjustments in the support price for milk and for other purposes," a 

resolution that would set the support level for milk at BS percent of 

parity, with adjustments at the beginning of each quarter, through , 
March 31, 1978. .. 

This resolution, if enacted, would require substantial increases in the sup-

port level for the 1976-77 and 1977-78 marketing years without regard to 

changing economic conditions or agricultural policies. 

' Present legislation already provides the flexibility for the Secretary of 

Agriculture to oincrease the level of support at any time during a marketing 

year (;.nd to any l~vel beb;een 75 and 90 percent of parity whenever cor,d'itions 

indicate that an inct~ease is necessary and advisable. The t\vO increases 

in the level of support for milk announced by the Secretary of Agriculture 

during 1975, in January and again as recently as October 2, clearly indicate 0 

this Administration's intentions are to provide the · price assurance dairy 

farmers need to remain in business when this assurance is most needed. 

The high level of support required by this resolution, however, would result 

in unnecessarily high consumer prices and budget outlays, and \'IOuld be 

inconsistent with th'is Administration's efforts to combat inflation. It 

would stimulate excessive production of milk and discourage consumption, 

resulting in greatly increased government purchases of dairy products under 

the milk support program as well as very large and costly government 

inventories. 0 

. . 
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Already overburdened taxpaye\~s \'muld be saddled with incre.ased government 

outlays of $535 million under this bill, including $180 million during 

the 1~76-77 marketing year and $350 million during the subsequent 1977-78 

marketing year. In addition, it is· esti_mated that consumers \'/Ould be 

required to pay $1,380 mi 11 i en more at retai 1 for dairy products over the 
I' 

next two years if this bill became law. 

2 

As far as this Administration is concerned, any future changes in the price 

support level should be based, as in the p~st, as a consequence of a 

thorough review of the entire dairy situation, including the level of milk 
. ' 

production, recent and expected farm prices for milk, prices to consumers, 

and government price support purchases and ~udget ou·t 1 ays. To remove the 

consideration of major economic factors from the determination of the sup-

port level by setting the support price in an arbitrary fashion would be 

obviously inadvisable. 

. : .,.. 
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OFFICE OF MANAGEMENT AND BUDGET . 
ASSOCIATE DIRECTOR 

FOR NATURAL RESOURCES, ENERGY AND SCIENCE 

February 28, 1976 

TO Jim Connor 

FROM: James L Mitchell 

Attached are copies of memoranda prepared 
for Jim Lynn in connection with the Milk 
Bill. You will note that Congressman 
Steiger's submission to the President is 
analyzed in some detail. You may want to 
keep this material in a White House file 
on the Milk Bill Veto. 

Attachments 



EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, O.C. 20503 

January 30, 1976 

MEMORANDUM FOR JAMES T. LYNN 

FROM: JAMES L. MITCHELL 

SUBJECT: Congressman Steiger's Memorandum in Support 
of the Milk Bill 

Congressman Steiger argues that enactment of this legislation 
will 

o prevent dramatic increases in consumer prices, and 

o avoid violent swings in milk prices to dairy farmers. 

Background 

Oversimplifying, dairy marketing is best understood as two 
parts 

o sales of fluid milk which is resold as fluid to 
consumers -- 45 to 50% of all milk produced 

o manufacturing milk -- about 50 to 55% of the market 
which is transformed into many products, the major 
ones being 

0 

0 

butter 
cheese, and 
powdered, non-fat dry milk. 

The way that the price to the consumer is set for all of these 
products is based upon -- as the following steps describe 
the support price for manufactured milk: 

o Working from the support price-- presently $7.71 per 
cwt -- USDA calculates what prices of the storable 
products -- butter, cheese, non-fat dry milk -- would 
have to be in order for manufacturers to pay farmers 
$7.71 --and agrees to buy surpluses in those 
commodities at those prices. 

, 
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o Under the current market, free market prices for 
two of the manufactured items -- butter and cheese 
are high enough so that USDA, except on a seasonal 
basis, is not buying any of these products~ USDA, 
however, had on hand at the end of FY 75 403 million 
pounds of non-fat dry milk -- which is estimated to 
climb to 585 million pounds at the end of this 
fiscal year. 

o Fluid milk -- which is not transformed into other 
products, but sold to consumers -- is priced through 
marketing orders which are analogous to regional 
cartels between producers and dairies under the 
aegis of USDA; the prices in those marketing 
agreements follow closely ~- and use as a base -
the support price for manufactured milk set by USDA. 

o Accordingly, all milk prices -- manufactured and 

Analysis 

fluid -- to the consumer depend upon the support price 
for manufactured milk. 

Steiger's claims -- and our responses -- follow. 

1. Steiger claims that past projections by USDA on consump
tion and production have over-estimated production and 
under-estimated consumption; specifically, CCC's projections 
for the 75-76 marketing year of $340 million has now 
been revised to $277 million; Steiger predicts lower 
production and higher consumption for the following reasons: 

o productive capability of the Nation's dairy farmers 
has fallen 

o consumption levels have remained strong in the last 
year 

o commercial inventory of "butter, cheese and powdered 
milk is completely depleted." 

Response: The following chart indicates that while the 
number of dairy farmers has fallen (as well as 
the number of cows), production has been r1s1ng 
slowly over the last three years because the 
remaining cows produce more;' similarly, 
Steiger's claim that consumption is strong 

' 



Marketing 
Year 

1973-4 

1974-5 

1975-6 

3 

ought to be modified to say that it varies 
considering the significant fall off in demand 
in the 74-75 marketing year and the current 
slacking in demand, finally, while we have no 
Federal inventory of butter and cheese -- we 
would hardly call the 400-600 million pounds of 
powdered dry milk a depleted inventory since 
only 800-900 million pounds are consumed 
annually. 

Production Consum:9tion Surplus* 
(billion lbs.) (billion lbs.) · (billion lbs.) 

114.8 113.2 .7 

115.5 112.2 2.4 

115.6 113.3 1.4 

* After feeding calves and other farm use. 

2. Steiger claims that low support prices have resulted in 
precipitous price declines to dairy farmers, lowering 
production and forcing consumer prices up -- specifically, 
that over 15,000 dairy farmers have gone out of business 
over the last two years. 

Response: It is true that in the latter half of calendar 
year 1974 supplies fell and prices rose; the 
problem with Steiger's argument is that this 
is a fact of nature -- production normally 
falls in the fall and winter months as pasturage 
is not available -- and rises significantly 
in the spring when pasturage is lush. Besides, 
the number of dairy farms have been declining 
for years for reasons not likely to be 
overcome by 6% increases in manufacturing milk 
prices, e.g., lack of financial resources 
to expand and improve heads and to upgrade 
equipment to meet sanitation standards, better 
opportunities in and out of agriculture that 
are not so confining, and increasing variability 
of feed costs. 

Steiger is suggesting the following logic 

higher support prices will lead to 

a very large surplus, and that will mean 

stable prices at the support levels. 

' 
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In contrast, the Administration's policy has 
been to let the market determine prices to the 
maximum extent feasible -- including reflections 
of small rises and falls in supply that nature 
provides in the temperate zone. 

The basic question here is whether we want 
high stable prices with large government 
stocks accumulating or whether we want the 
market to determine production and consumption 
levels. 

3. Steiger provides a chart showing his estimated production 
and consumption for the next two marketing years, assum
ing 85% of parity and quarterly adjustments; USDA's 
figures have been inserted next to Steiger's. 

Marketing Production Consumption Surplus 
Year (billion lbs. ) (billion lbs.) {billion lbs.) 

Steiger USDA Steiger USDA USDA 

1976-77 116.2 117.5 115.2 111.8 3.9 

1977-78 116.5 119.1 115.5 111.9 6.1 

' 



EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, O.C. 20503 

January 30, 1976 

MEMORANDUM FOR JA.MES T. LYNN 

FROM: JAMES L. MITCHELL 

SUBJECT: Milk Bill 

I have received the attached draft veto message on the milk 
bill from Secretary Butz; I am recommending insertion of 
circled language used last January. More specifically, 
Secretary Butz wants quarterly "review,. by USDA. 

Background 

Current law allows the President to set the parity price for 
milk supports at between 75% and 90% of parity. Currently, 
the support price is almo~t 80% of parity. 

The law also requires that the support prices be set at least 
75% of parity at the beginning of each marketing year 
April 1; up until 1975, the change had been made once a year 
on April 1. 

In order to sustain a veto of a similar milk bill last 
January, the President raised the support price to 80% of 
parity in January. 

Again in May of last year the President was forced to veto 
a farm bill which contained a milk support price provision. 
This time Secretary Butz promised to review dairy support 
prices semi-annually in a letter to Congressman Wampler (see 
attached letter). 

After the January increase last year, there was no increase in 
April, but we did increase to 80% of parity last October 1. 
At that time, Secretary Butz favored an October 1, 1975, 
increase and an October 1, 1976, increase foregoing any 
increase in April of this year. 

Analysis 

In view of Secretary Butz's commitment of last May to review 
an increase semi-annually, it might be appropriate ~~ in 
connection with attempting to sustain a veto of the current 
bill -- to promise to increase to 80% of parity, or at least 
review, this April and this October -- or quarterly. 

, 
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The following table indicates the outlays on various options. 

Marketing Year 
4/1/76 - 3/31/77 

Outlays - $m 

Marketing Year 
4/1/77-3/31/78 
Outlays - $M 

Current Program 
- no change 

Semi-annual or quarterly 
adjustments* 
- to 80% 

Proposed legislation 
- ·to 85% quarterly 

280 340 

350 530 

460 690 

* According to USDA, the difference in cost between semi
annual and quarterly adjustments is not very significant 
at projected rates of change in parity prices. 

A boost to 85% parity combined i.V'i th mandatory quarterly 
adjustments will cost the·Federal Government roughly 1/3 
more in outlays than 80% of parity with semi-annual or 
quarterly adjustments over the life of the program. 

We do not purchase fluid milk. Our authority runs to the 
purchase of milk products 

non-fat dry milk 

butter 

cheese 

At present, only non-fat dry milk is being purchased at about 
62¢ a pound. Our inventory has grown from 403 million pounds 
at the end of fiscal 1975 to about 585 million pounds estimated 
at the end of FY 1976. We are currently disposing of this 
product by giving it away through 

school lunch programs 

P.L. 480, or 

selling it for animal feed at 30¢ to 35¢ a pound as it goes 
out of condition. 

Attachment 
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THE WHITE HOUSE 

ACTION MEMORANDUM WASHINGTON LOG NO.: 

Date: January 26 Time: 130pm 

FOR ACTION: Robert Hartmann ,..# 
1ax Friedersdorf.~ 
Paul Leach 

cc (for information): Jack Marsh 
Jim Cavanaugh 

Ken Lazarus ~
Bill Seidman~ 

FROM THE STAFF SECRETARY 

DUE:. Data: 
Jaauaxy 27 

SUBJECT: 

Time: 

s.J. Res. - 121 - Milk Price Support 

ACTION REQUESTED: 

lOOp! 

-- For Necessary Action __ For Your Recommenda.tiorw 

-- Prepare Agenda and Brie£ 

~For Your Comments 

--Draft Reply 

--Draft Remarks 

REMARKS: 

Please return to Judy Johnston, Ground Floor West Wing 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you have any questions or if you anticipate a. 
delay in submitting the .,. ir:• material, ple-.e 
telephone the Staff .L~ ·: i'idmediately. 

K. R. COLE, JR. 
Fo~ the President 
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THE WHITE HOUSE 

WASHINGTON 

January 27, 1976 

NE!10RANDUM FOR: JIM CAVANAUGH 

FROM:' MAX L. FRIEDERSDORF jiA ·6 . 
S. J. Res. 121 - Milk Price Support SUBJECT: 

The Office of Legislative Affairs concurs with the agencies 

that the subject bill be vetoed. Recommend that message show 

more sympathy for the dairy farmer and understanding of his problems. 

Attachments 

' 



ACTION ?\1EMORANDUM WASIIING1'0N LOG NO.: 

D<:.tt~: January 26 Time: 130pm 

FOR ACTION: Robert Hartmann 
Max Friedersdorf 
Paul Leach 

cc (for information): Jack Harsh 
Jim Cavanaugh 

Ken Lazarus....-----. 
Bill Seidman 

FROM THE STAFF SECRETARY 

DUE: Date: 
January 27 

Time: 
300pm 

SUBJECT: 

S.J. Res. - 121 - Milk Price Support 

ACTION REQUESTED: 

-- For Necessary Action -- For Your Recommendations 
'· 

-- Prepare Agenda and Brie£ --Draft Reply 

~For Your Comments -- Draft Remarks 

REMARKS: 

Please return to Judy Johnston, Ground Floor West Wing 

Recommend veto. Ken Lazarus 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you have any questions or if you anticipate a 
deiay in submitting the required material, plcaso 
telephone the Staff S..-crctary immediately. · 

~' . ' . 
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AUTION MEMORANDUM W 1\S lllNG'fON LOG NO.: 

Date: January 26 Time: 130pm 

FORACTION: Robert Hartmann 
Max Friedersdorf 
Paul Leach 

cc (for information): Jack Marsh 
Jim Cavanaugh 

Ken Lazarus 
Bill Seidman~ 

FROM THE STAFF SECRETARY 

DUE: Date: Time: 

SUBJECT: 

S.J. Res. - 121 -Milk Price Support 

ACTION REQUESTED: 

-- For Necessary Action --For Your Recommendations 
'· 

-- Prepare Agenda and Brief --Draft Reply 

X . 
--For Your Comments --Draft Remarks 

REMARKS: 

Please return to Judy Johnston, Ground Floor West Wing 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

I£ you have any. questions or if you anticipate a 
delay in submitting the required material, please 
telephone the Staff s~retary immediately. 

.;·r4 

!!;;\: 

. ,. ·. , ~ 
•. ,. , .... ,l~.j,;jS).C. 
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ACTION MEMORANDUM WASIIINU1"0N LOG NO.: ':v•,·- · 

Da~: January 26 

FOR ACTION: Robert Hartmann V 
Max Friedersdorf 
Paul Le.ach 
Ken Lazarus 
Bill Seidman 

FROM THE STAFF SECRETARY 

Time: 130pm 
lh-7;7, ~ 

/tlt}...? 
.. ~;lf{Nj 

cc (for information): Jack Marsh 
Jim Cavanaugh 

~-t;~ 
---- /--z,7 - ., .. , 

.· ,,: ~~ 
--------------~------------------ L~~ 
DUE: Date: Time: \;7V/1t 

January 27 300pm 

SUBJECT: 

S.J. Res. - 121 - Milk Price Support 

ACTION REQUESTED: 

-- For Necessary Action __ For Your Recommendations 
!. 

- - Prepare Agenda and Brie£ __ Draft Reply 

X . 
-- For Your Comments --Draft Remarks 

REMARKS: 

Please return to Judy Johnston, Ground Floor West Wing 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

I£ you have any· questions or if you anticipate a 
delay in submitting the required material, please 
telephone tho Staff Secrctaty immediately. 

" '\ 
, 
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFJCE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

JAN 2 6 1976 

~~MOPANDUM FOR THE PRESIDENT 

Subject: Enrolled Bill s. J. Res. 121 - Milk Price 
Support 

Sponsor - Sen. Humphrey (D) Minnesota and 
8 others 

Last Day for Action 

January 30, 1976 - Friday 

Purpose 

Establishes the support price for milk at 85 percent of 
parity with quarterly adjustments through March 31, 1978. 

Agency Recommendations 

Office of Management and Budget 

Department of Agriculture 

Council of Economic Advisers 
Council on Wage and Price Stability 
Office of Consumer Affairs 

Discussion 

Disapproval 

Disapproval (Veto 
Message attached) 

Disapproval 
Disapproval 
Disapproval 

Under present law, the support price for milk is set 
administratively at from 75 to 90 percent of the parity 
price by the Secretary of Agriculture -- adjustments 
within this range can be made at anytime during the 
year. The parity price is that price for a given 
amount of a farm commodity which will pay for as much 
in production items, interest, taxes, etc., as the same 
amount of this commodity paid for in the period from 
1910 to 1914. In this regard, Agriculture is presently 
supporting milk at $7.71 per cwt., 80 percent of the 
October 1, ~975 pari~y price. 
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s. J. Res. 121 would mandate two changes to the present 
milk price support law. First, effective upon enactment 
and through March 31, 1978, the support price for milk 
would be at 85 percent of the parity price. Second, 
this support price level would be adjusted quarterly to 
reflect changes in the index of prices paid by farmers 
for production items, interest, taxes, ctnd wage rates. 

This is the third time in the last fourteen months 
that Congress has forced the issue of higher support 
prices for milk. s. 4206, passed in late December of 
1974, provided for supporting milk at 85 percent of 
parity -- you vetoed it. Then, in April 1975, Congress 
enacted H.R. 4296, a farm commodity price support bill 
which included provisions for supporting milk at 80 
percent of parity and for making quarterly adjustments 
in the milk support price you also vetoed that 
measure. 

Meanwhile, acting within the existing statutory range 
noted above, the Administration announced increases in 
milk price supports on January 3, 1975 (increased from 
$6.57 to $7.24 per cwt. -- 80 percent of parity}, and 
again on October 2, 1975 (increased from $7.24 to $7.71 
per cwt. -- 80 percent of parity}. Moreover, the 
Secretary of Agriculture has stated that he will review 
the dairy situation semiannually and make whatever 
changes in the support price that he thinks are 
warranted. 

In advising Congress concerning the Administration's 
position on S. J. Res. 121, Agriculture, OMB and the 
Office of Consumer Affairs all strongly opposed enact
ment -- Agriculture and OMB both clearly stated that 
they would recommend a Presidential veto of the joint 
resolution. It should be noted that both features of 
the bill -- the 85 percent parity level and the 
requirement for quarterly adjustments -- were opposed. 
The agencies' arguments against enactment noted that 
among other things, s. J. Res. 121 would: 

* be inflationary and hurt low income families par
ticularly hard (beginning April 1, the following 
minimum retail price increases could be expected: 
3¢/~ gallon milk; 6.5¢/lb. cheese; 7.25¢/lb. 
butter; and 4¢/lb. dry milk -- consumers' retail 
dairy product costs over the next two years 
would increase by $1,380 million); 
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* provide for excessive additional dairy program 
cost increases of $180M in 1976-1977 on top of 
$324 million already in the budget and further 
raise the Federal deficit (since the dry milk 
is purchased at 62.4 cents per pound as com
pared to world market of 21 cents per pound, the 
government incurs substantial losses in disposing 
of the inventory) ; 

* disrupt national marketing patterns, create milk 
surpluses and accelerate the trend toward lower 
per capita milk consumption; and, 

* substantially increase the already large and 
growing Federal dry milk inventory which is 
estimated to be at 640 million pounds by 
September 30, 1976. This will create pressure 
to expand P.L. 480 donations since the only 
alternatives to such shipments are to sell the 
milk for animal feed or institute a costly 
inventory rotation system to prevent spoilage. 

In its report on S. J. Res. 121, the House Agriculture 
Committee attempted to refute the Administration's 
arguments against the bill by stating that dairy 
farmers were facing persistent inflationary pressures 
which were not being adequately reflected in the price 
support level for milk. In light of this, the 
Committee concluded that: 

"Passage of S. J. Res. 121 would assure 
dairy farmers that the milk price support 
level would reflect costs on a more 
current basis. And to the extent that 
milk prices rose above the support level 
in response to demand, dairy farmers 
would not be faced with such extreme 
price shocks when market prices receded 
to the support level as a result of 
seasonal increases in milk production or 
for any other reason. This should be 
helpful in maintaining milk production to 
meet the needs of consumers for future 
periods of time, a stated goal of the 
price support statute." 

The bill passed by 307-111 in the House and by a 
voice vote in the Senate. 

' 
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In their views letters on the enrolled bill, Agriculture, 
CEA, CHPS, and OCA all recommend your disapproval of 
S.J. Res. 121. Specifically, Agriculture notes that: 

"This bill, if·enacted, would requir~ ~ub
stantial increases in the support level for 
the 1976-77 and 1977-78 marketing years, 
without regard to changing economic condi
tions or agricultural policies. 

"The high level of support required would 
result in unnecessarily high consumer 
prices and program costs, and be totally 
inconsistent with the Administration's 
efforts to combat inflation. It would 
stimulate excessive production of milk 
and discourage consumption, resulting in 
greatly increased purchases of dairy 
products under the milk support program 
and in the build up of large, costly and 
farm-Drice depressing government 
surpluses. 

"Estimated government outlays under this 
bill would increase $180 million during 
the 1976-77 marketing year and $350 
million during the 1977-78 marketing 
year." 

* * * * * 
vle concur with Agriculture's analysis and with the 
veto recommendation of the several agencies. S.J. 
Res. 121 would lead to.further and highly visible 
inflation in the food sector and would involv~ 
significant increases in the budget as discussed 
above. A veto would also be consistent with your 
previous vetoes of the two related measures containing 
provisions to increase milk price supports (discussed 
above) . 

If you want to do something positive while still 
vetoing this legislation, three options are available. 
In each case, you could in conjunction with the veto 
or later in the year take the following actions; 

. I ·~· 
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1. Express a willingness to accept semiannual 
readjustments (April and October) ; 

2. Promise to raise prices administratively 
this April; or, 

3. Promise to raise prices administratively this 
October. 

However, as recent history seems to indicate, we 
believe that such administrative actions can only 
produce further Congressional attempts to increase 
milk price support levels while simultaneously 
diminishing the Department's flexibility to 
administer the pr'ograrn. Moreover, all of the options 
would conflict with the position taken repeatedly 
by the Administration that frequent (less than 
annual) support price adjustments are generally bad 
because of the market disruptions they create. 
These measures would also create higher budget 
costs for the milk program and could serve as an 
undesirable precedent for price support increases for 
other farm commodity groups. Accordingly, we do 
not recommend any of the options discussed above. 

A draft Veto Message prepared by Agriculture is 
attached for your consideration. 

Lynn 

Enclosures 

' 
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TO THE SENA'fE: 

"' I am withholding my approval from s. J. Res. 121, 

an Act •To provide for quarterly~j~stments in the 

support price for milk and for other purposes." 

r. 
s. J. Res. 121 would set the support level for 

milk at ss.S:::rc~nt of ?ity, wit~ adjustment~ the 

beginning of each quarter, through March.ll, 1978. 

This resolution, if approved, would require sub-

. 1. tr. 1 stant1a 1ncreases 1n the support evel for the ,.,.- ~ . 

1976-.,.7 and .l977-78 marketing years without regard to .,- .,-
changing economic conditions or agricultural policies • 

.y-
Present legislation already provides the flexibility 

f th f 
.V"l . . II' . 

or e ~etary o Agr1cu ture to 1n~se the level 

of .upport at anytime during a marketing year and to 

any level between 7~d 9~rcent of pari~enever 
conditions indicate that an incr~is necessary and 

advisable. The two ~reases in the level of support .,. 
for milk announced by the Secretary of Agriculture 

during 19~ in Janu~and again as recently as 
~ 

October 2, clearly indicate this Administration's 

intentions are to provide the price assurance dairy 
. ,.- . 

farmers ~~~· However, as I stated last January in 
. ~ . ~ 

disapproving similar legislation: •To further reduce 

the demand for milk and dairy products by the increased 

prices provided in this legislation would be detrimental 

to .the dairy industry. A dairy farmer cannot be well 

served by Government action that prices his product out 

of the market." 

The high level of support required by this 

resolution, however, would result in unnecessarily high 

·-~.-... - ....... _......_ .... ~~-.. -·-·· · ~ .. ..... ·- _ _.._ ,. ___ . ._ .. ,.. ____ ~_ ... ...._ ..... ..,......._.. __ , ___ ~-----
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consumer prices and budget outlays, and would be 

inconsistent with this Administration's efforts to 
. , 

combat inflation. It would stimulate excessive 

production of m~and discourage cons~tion, 
v}r"" 

2 

resul~ in greatly increased jPVernment purchases of -::; or- . 
dairy products under the milk support pr~ as well 

as very large and costly government inventories. 
~ 

Already overburdened taxpa~ers would be saddled 

with increased government out~ys of $53~illion 
r~ p-

under this bill, including $!~million during the 

l976-7~keti~ear and $350-million during the 

subsequent 1977-78 marketing year.. In addition, it 

is estimated that consumers would be requiredz.o ay vr .y 
$1,380 million -- or ~t 3 cents per half 9 lon for 

milk mor~t retail for dairy products over the 

next two years if this bill became law • 

. As far as this Administration is concerned, any 

future changes in the price support level should be 

based, as in the past, as a consequence of a thorough 

review of the entire dai~ituation, inclu~q the ...., . (;" , 
level of milk production, recent and expected farm 

.y 
prices for milk, prices to consumers, and~overnment 

price support~chas~s and budget ou~s: To remove 

the consideration of major economic factors from the 

determination of the support level by setting the 

support price in an arbitrary fashion would be 

obviously inadvisable. 

THE WHITE HOUSE 

January 1 1976 

... ~_........_.___.. .... __ .. _ --- -- -..--· ... - ·--- ·--.- -· --- __ ... ____ ..... __ ~-·--· ·- ---.-.-· .-... •---..· --- ·., 
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DEPARTMENT OF AGRICULTURE 
OFFICE: OF THE SECRETARY 

WASHINGTON,D.C.20250 

Honorable James T. Lynn 
Director, Office of Management 

and Budget 

Dear Mr. Lynn: 

December 2 2 .• 1975 

In reply to the request of your office, the following report 
is submitted on the enrolled enactment S.J.Res. 121, "To 
provide for quarterly adjustments in the support price for 
milk, and for other purposes." 

This Department recommends that the President disapprove 
the bill. 

This bill, if enacted, would require substantial increases in 
the support level for the 1976-77 and 1977-78 marketing years, 
without regard to changing economic conditions or agricultural 
policies. 

The high level of support required would result in unnecessarily 
high consumer prices and progrfu~ costs, and be totally inconsist
ent with the Administration's efforts to combat inflation. It 
would stimulate excessive production of milk and discourage 
consumption, resulting in greatly increased purchases of dairy 
products under the milk support program and in the build up 
of large, costly and farm-price depressing government surpluses. 

Estimated government outlays under this bill would increase 
$180 million during the 1976-77 marketing year and $350 million 
during the 1977-78 marketing year. 

A veto message is enclosed. 

;z:·; 'iVni-f 
(/ Utlder Secret~ / 

Enclosure 

' 



COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON 

ALAN GREENSPAN, CHAIRMAN 

PAUL W. M•c/WOY 
9URTON G. MALKIEL 

Dear Mr. Frey: 

December 23, 1975 

This is in response to your request for CEA's 
views on Senate Joint Resolution 121, to provide 
quarterly adjustments in the support price for milk. 

CEA recommends that the bill be vetoed. It 
could lead to substantially higher prices for dairy 
products in the spring and tend to generate burden
some and costly surpluses in the form of CCC stocks. 
The end result would be further restrictions in 
dairy imports to maintain the higher support levels. 
The dairy industry is not under any financial stress 
that might provide justification for these costs. 

Mr. James Frey 
Assistant Director for 

Legislative Reference 
Office of Management and Budget 
Washington, D. C. 20503 

Sincerely, 

Paul MacAvoy 
Member 

' 
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EXECUTIVE OFFICE OF THE PRE S!OENT 

COUNCIL ON WAGE AND PRICE STABILITY 
726 JACKSON PLACE, N.W. 

WASHINGTON, D.C. 20506 

Mr. James Frey 
Assistant Director for 

Legislative Reference 

December 22, 1975 

Office of Management and Budget 
Washington~ D.C. 20503 

Attn: Ms. Martha Ramsey 
Room 7201 NEOB 

Subject: Senate Joint Resolution 121 

Dear Mr. Frey: 

. . 

This constitutes our comments on Senate Joint Resolution 121, providing 
for quarterly adjustments in the support price of milk. 

S.J. Res. 121 provides for quarterly adjustments in the support price 
for milk to be established at 85 percent of parity. While milk prices 
are high right now, they are expected to fall in the Spring and will 
probably reach support levels. 

The higher support level could impose substantial costs on consumers. 
Raising the support price raises· the entire structure of milk prices 
and has the effect of decreasing consumption of milk and milk products. 
As an example, estimates for 1973 suggest that supporting milk at 
85 percent of parity would have raised the price of one hundred pounds 
of milk by 50 cents. This implies a social cost (a pure waste of 
resources) of $65 million per year and transfers from consumers of 
milk products to producers of over $500 million per year. (The estimate 
of social cost allows for the fact that Commodity Credit Corporation 
purchases are returned to society through a variety of programs.) Thus, 
the cost to dairy consumers is well over half a billion dollars annually. 

, 
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While these figures may not be directly applicable to other years, 
they provide an idea of the cost of raising support prices. And, in 
fact, USDA estimates that the cost of this legislation would be about 
$500 million for 1976-77 and $880 million for 1977-78. 

Since the cost of raising the support price may be high, and since there 
are no obvious soci a 1 benefits, we recommend that this bi 11 be vetoed. 

Sincerely, 

/N1/114f.L 
Mrchae1 H. Moskow 
Director 

' 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFlCE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

JAN 2 6 1976 

. -
MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Bill s. J. Res. 121 -Milk Price 
Support 

Sponsor - Sen. Humphrey (D) Minnesota and 
8 others 

Last Day for Action 

January 30, 1976 - Friday 

Purpose 

Establishes the s~pport price for milk at 85 percent of 
parity with quarterly adjustments through March 31, 1978. 

Agency Recommendations 

Office of Management and Budget 

Department of Agriculture 

Council of Economic Advisers 
Council on Wage and Price Stability 
Office of Consumer Affairs 

Discussion 

Disapproval 

Disapproval (Veto 
Message attached) 

Disapproval 
Disapproval 
Disapproval 

Under present law, the support price for milk is set 
administratively at from 75 to 90 percent of the parity 
price by the Secretary of Agriculture -- adjustments 
within this range can be made at anytime during the 
year. The parity price is that price for a given 
amount of a farm commodity which will pay for as much 
in production items, interest, taxes, etc., as the same 
amount of this commodity paid for in the period from 
1910 to 1914. In this regard, Agriculture is presently 
supporting milk at $7.71 per cwt., 80 percent of the 
October 1, 1975 parity price. 

, 
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s. J. Res. 121 would mandate two changes to the present 
milk price support law. First, effective upon enactment 
and through March 31, 1978, the support price for milk 
would be at 85 percent of the parity price. Second, 
this support price level would be adjusted quarterly to 
reflect changes in the index of prices paid by farmers 
for production items, interest, taxes, and wage rates. 

This is the third time in the last fourteen months 
that Congress has forced the issue of higher support 
prices for milk. s. 4206, passed in late December of 
1974, provided for supporting milk at 85 percent of 
parity -- you vetoed it. Then, in April 1975, Congress 
enacted H.R. 4296, a farm commodity price support bill 
which included provisions for supporting milk at 80 
percent of parity and for making quarterly adjustments 
in the milk support price you also vetoed that 
measure. 

Meanwhile, acting within the existing statutory range 
noted above, the Administration announced increases in 
milk price supports on January 3, 1975 (increased from 
$6.57 to $7.24 per cwt. -- 80 pe~cent of parity), and 
again on October 2, 1975 (increased from $7.24 to $7.71 
per cwt. -- 80 percent of parity}. Moreover, the 
Secretary of Agriculture has stated that he will review 
the dairy situation semiannually and make whatever 
changes in the support price that he thinks are 
warranted. 

In advising Congress concerning the Administration's 
position on S. J. Res. 121, Agriculture, OMB and the 
Office of Consumer Affairs all strongly opposed enact
ment -- Agriculture and OMB both clearly stated that 
they would recommend a Presidential veto of the joint 
resolution. It shoul.d be noted that both features of 
the bill -- the 85 percent parity level and the 
requirement for quarterly adjustments -- were opposed. 
The agencies' arguments against enactment noted that 
among other things, S. J. Res. 121 would: 

* be inflationary and hurt low income families par
ticularly hard (beginning April 1, the following 
minimum retail price increases could be expected: 
3¢/~ gallon milk; 6.5¢/lb. cheese; 7.25¢/lb. 
butter; and 4¢/lb. dry milk -- consumers' retail 
dairy product costs over the next two years 
would increase by $1,380 million); 

, 
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* provide for excessive additional dairy program 
cost increases of $180M in 1976-1977 on top of 
$324 million already in the budget and further 
raise the Federal deficit (since the dry milk 
is purchased at 62.4 cents per pound as com
pared to world market of 2I cents per pound, the 
government incurs substantial loGses in disposing 
of the inventory) ; · 

* disrupt national marketing patterns, create milk 
surpluses and accelerate the trend toward lower 
per capita milk consumption; and, 

* substantially increase the already large and 
growing Federal dry milk inventory which is 
estimated to be at 640 million pounds by 
September 30, 1976. This will create pressure 
to expand P.L. 480 donations since the only 
alternativ~to such shipments are to sell the 
milk for animal feed or institute a costly 
inventory rotation system to prevent spoilage. 

In its report on s. J. Res. 121, the House Agriculture 
Committee attempted to refute the Administration's 
arguments against the bill by stating that dairy 
farmers were facing persistent inflationary pressures 
which were not being adequately reflected in the price 
support level for milk. In light of this, the 
Committee concluded that: 

"Passage of s. J. Res. 121 would assure 
dairy farmers that the milk price support 
level would reflect costs on a more 
current basis. And to the extent that 
milk prices rose above the support level 
in response to demand, dairy farmers 
would not be facea with such extreme 
price shocks when market prices receded 
to the support level as a result of 
seasonal increases in milk production or 
for any other reason. This should be 
helpful in maintaining milk production to 
meet the needs of consumers for future 
periods of time, a stated goal of the 
price support statute." 

The bill passed by 307-111 in the House and by a 
voice vote in the Senate. 

, 



In their views letters on the enrolled bill, Agriculture, 
CEA, CWPS, and OCA all recommend your disapproval of 
S.J. Res. 121. Specifically, Agriculture notes that: 

"This bill, if enacted, would requi~e sub
stantial increases in the support level for 
the 1976-77 and 1977-78 marketing years, 
without regard to changing economic condi
tions or agricultural policies. 

"The high level of support required would 
result in unnecessarily high consumer 
prices and program costs, and be totally 
inconsistent with the Administration's 
efforts to combat inflation. It would 
stimulate excessive production of milk 
and discourage consumption, resulting in 
greatly increased purchases of dairy 
products under the milk support program 
and in the build up of large, costly and 
farm-price depressing governme~t 
surpluses. 

"Estimated government outlays under this 
bill would increase $180 million during 
the 1976-77 marketing year and $350 
million during the 1977-78 marketing 
year." 

* * * * ·* 
We co.ncur with Agriculture's analysis and with the 
veto recommendation of the several agencies. S.J. 
Res. 121 would lead to further and highly visible 
inflation in the food sector and would involve 
significant increases in the budget as discussed 
above. A veto woulti also be consistent with your 
previous vetoes of the two related measures containing 
provisions to increase milk price supports (discussed 
above). 

If you want to do something positive while still 
vetoing this legislation, three options are available. 
In each case, you could in conjunction with the veto 
or later in the year take the following actions: 

4 
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1. Express a willingness to accept semiannual 
readjustments {April and October) i 

2. Promise to raise prices administratively 
this April; or, 

3. Promise to raise prices administratively this 
October. 

However, as recent history seems to indicate, we 
believe that such administrative actions can only 
produce further Congressional attempts to increase 
milk price support levels while simultaneously 
diminishing the Department's flexibility to 
administer the program. Moreover, all of the options 
would conflict with the position taken repeatedly 
by the Administration that frequent (less than 
annual) support price adjustments are generally bad 
because of the market disruptions they create. 
These measures would also create higher budget 
costs for the milk program and could serve as an 
undesirable precedent for price support increases for 
other farm commodity groups. Accordingly, we do 
not recommend any of the options discussed above. 

A draft Veto Message prepared by Agriculture is 
attached for your consideration. 

Lynn 

Enclosures 

, 
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TO THE SENATE: 

I am withholding my approval from s. J. Res. 121, 

an Act "To provide for quarterly adjustments in the 

support price for milk and for other purposes." 

s. J. Res. 121 would set the support level for 

milk at 85 percent of parity, with adjustments at the 

beginning of each quarter, through March 31, 1978. 

This resolution, if approved, would require sub

stantial increases in the support level for the 

1976-77 and 1977-78 marketing years without regard to 

changing economic conditions or agricultural policies. 

Present legislation already provides the flexibility 

for the Secretary of Agriculture to increase the level 

of support at anytime during a marketing year and to 

any level between 75 and 90 percent of parity whenever 

conditions indicate that an increase is necessary and 

advisable. The two increases in the level of support 

for milk announced by the Secretary of Agriculture 

during 1975, in January and again as recently as 

October 2, clearly indicate this Administration's 

intentions are to provide the price assurance dairy 

farmers need. However, as I stated last January in 

disapproving similar legislation: "To further reduce 

the demand for milk and dairy products by the increased 

prices provided in this legislation would be detrimental 

to the dairy industry. A dairy farmer cannot be well 

served by Government action that prices his product out 

of the market." 

The high level of support required by this 

resolution, however, would result in unnecessarily high 

' 
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consumer prices and budget outlays, and would be 

inconsistent with this Administration's efforts to 

combat inflation. It would stimulate excessive 

production of milk and discourage consumption, 

resulting in greatly increased government purchases of 

dairy products under the milk support program as well 

as very large and costly government inve~tories. 

Already overburdened taxpayers would be saddled 

with increased government outlays of $530 million 

under this bill, including $180 million during the 

1976-77 marketing year and $350 million during the 

subsequent 1977-78 marketing year. In addition, it 

is estimated that consumers would be required to pay 

$1,380 million -- or about 3 cents per half gallon for 

milk -- more at retail for dairy products over the 
' 

next two years if this bill became law. 

As far as this Administration is concerned, any 

future changes in the price support level should be 

based, as in the past, as a consequence of a thorough 

review of the entire dairy situation, including the 

level of milk production, recent and expected farm 

prices for milk, prices to consumers, and government 

price support purchases and budget outlays. To remove 

the consideration of major economic factors from the 

determination of the support level by setting the 

support price in an arbitrary fashion would be 

obviously inadvisable. 

THE WHITE HOUSE 

January 1 1976 



TO THE ~ENATEp 

I am withholding my approval from s. J. Res. 121, an Act 

11 TO provide for quarterly adjustments in the support price 

for milk and for other purposes .. , because of its anticipated 

inflationary impact and adverse budget consequences. 

s. J. Res. 121 would set the support level for milk at 

85 percent of parity, with adjustments at the beginning of 

each quarter, through March 31, 1978. 

This resolution, if approved, would require substantial 

increases in the support level for the next two marketing years 

without giving due regard to changing economic conditions or 

agricultural policies. 

Present legislation already provides the Secretary of 

Agricu~ture with sufficient flexibility to increase the level 

of support anytime during a marketing year to any level 

between 75 and 90 percent of parity whenever conditions in

dicate that an increase is necessary and advisable. The 

two increases in the level of support for milk announced 

by the Secretary of Agriculture during 1975 --- in January, 

and again as recently as October 2 --- clearly indicate 

that this Administration intends to provide the price 

assurance dairy farmers need. However, as I stated last 
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January in disapproving similar legislation: "To further 

reduce the demand for milk and dairy products by the increased 

prices provided in this legislation would be detrimental 

to the dairy industry. A dairy farmer cannot be well served 

by Government action that prices his product out of the market." 

The high level of support required by this resolution would 

result in unnecessarily high consumer prices and increased 

budget outlays, and would be inconsistent with this 

Administration's efforts to combat inflation. It would 

stimulate excessive production of milk and discourage 

consumption, resulting in greatly increased Government 

purchases of dairy products under the milk support program 

as well as very large and costly Government inventories. 

Already overburdened taxpayers would be saddled with 

increased Government outlays of $530 million under this 

bill, including $180 million during the 1976-77 marketing 

year and $350 million during the subsequent 1977-78 marketing 

year. In addition, it is estimated that consumers would be 

required to pay $1,.38 billion more at retail for dairy 

products over the next two years if this bill became law. 

As a specific example, this legislation would add about 

3¢ per half gallon to the retail price of milk. 

, 
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As far as this Administration is concerned, any future 

changes in the price support level should be based, as 

in the past, on a thorough review of the entire dairy 

situation. Major economic factors, including the level 

of milk production, recent and expected farm prices for milk, 

consumer prices and Government price support purchases and 

budget outlays, should be considered. To eliminate this 

thorough review by mandating an inflexible support price 

would be inadvisable. 

' 



TO THE SENATE OF THE UNITED STATES: 

am withholding my approval from S. J. Res. 121, 

quarterly adjustments in the 

support 

of its 

budget 

and for other purposes 11
, because 

impact and adverse 
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milk at 85 

beginning 

This 

121 would set the support level for 

t of parity, with adjustments at the 

March 31, 1978. 
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support level for the next two 

marketing years withou giving due regard to changing 

economic conditions or a icultural policies. 

Present legislation Secretary 
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a marketing year to 

of parity whenever 
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level of support for 
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The high level of support required by this resolution 

would esult in unnecessarily high consumer prices and in

would be inconsistent with this 

combat inflation. It would 

stimulate production of milk and discourage con-

sumption, in greatly increased Government purchases 

under the milk support program as well as 

very inventories. 

Already overb dened taxpayers would be saddled with 

increased Government 

bill, including $180 

of $530 million under this 

during the 1976-77 marketing 

year and $350 million du ing the subsequent 1977-78 marketing 

year. In addition, it is 

required to pay $1.38 billi 

stimated that consumers would be 

over the next 

example, this 

to the retail price of milk. 

more at retail for dairy products 

bill became law. As a specific 

about 3¢ per half gallon 

As far as this Administration s concerned, any future 

changes in the price support level s based, as in 

the past, on a thorough review of 

Major economic factors, including the 

dairy situation. 

recent and expected farm prices for milk, onsumer prices and 

Government price support purchases and budge outlays, should 

be considered. To eliminate this thorough re by mandating 

an inflexible support price would 

THE WHITE HOUSE, 
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To the Senate~u.;:i;) .1 J'A \ 

I am withholding my approval from S.J. Res. 121, 

which would increase the Federal support price for 

milk and require ~andatory quarterly adjustments, for 

the following reasons: 

1. It would result . in unnecessarily high 

consumer prices . 

2. It would saddle taxpayers with additional 

spending at a time when we are trying to cut 

the cost of government and curb inflation. 

3. It would stimulate excessive production of 

milk, discourage consumption, force the Federal 

government to increase purchases of dairy 

products under the milk support program and 

build up huge and costly surpluses. 

Under this bill, government outlays would be increased 

by $530 million, including $180 million during the 

1976-77 marketing year and $350 million during the 

subsequent 1977-78 marketing year. In addition, 

consumers would be required to pay an estimated 

$1.38 billion more at retail for dairy products over 

the next two years. 

, 
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If S.J. Res. 121 became law, the support level for 

milk would be set at 85 percent of parity, with 

adjustments at the beginning of each quarter, through 

March 31, 1978. This would result in substantial 

increases in the support level over the next two 

marketing years without taking into account either 

changing economic conditions or agricultural policies. 

As far as this Administration is concerned, future 

changes in the price support level will be based, 

as in the past, on a thorough review of the entire 

dairy situation. Major economic factors, including 

the level of milk production, recent and expected 

farm prices for milk, the farm cost of producing 

milk, consumer prices and government price support 

purchases and budget outlays, will be considered. 

Elimination of this thorough review by mandating an 

inflexible support price would be inadvisable. 

As you know, present legislation provides the Secretary 

of Agriculture with sufficient flexibility to increase 

the level of milk price supports between 75 and 90 

percent of parity whenever the conditions indicate 

that an increase is necessary and advisable. The two 

increases announced by the Secretary of Agriculture 

' 



-3-

last year--one in January and another in October-

should make it clear that this Administration intends 

to provide the price assurance dairy farmers need. 

In this regard, to insure that milk support levels 

will meet increases in production costs, I have 

directed the Secretary of Agriculture to review 

support prices quarterly, starting April 1. 

In vetoing S.J, Res. 121, I urge the Congress to join 

me in this effort to hold down consumer prices, 

Federal spending and milk surpluses. 

## 

' 
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Major economic factors, including the level 

recent and expected farm prices for 

cost of producing milk, consumer prices 

and gover price support purchases and budget outlays, 

Elimination of this thorough review 

by mandating n inflexible support price would be 

inadvisable. 

present legislation provides the 

increase the level milk price supports between 75 and 

90 percent of parity the conditions indicate 

that an increase is and advisable. The two 

increases announced by Secretary of Agriculture last 

year one in January another in October -- should 

make it clear that this Admi istration intends to provide 

the price assurance dairy far 

In this regard, to insure support levels 

will meet increases in production costs, I have directed 

the Secretary of Agriculture to re ' ew support prices 

quarterly, starting April 1. 
, 

In vetoing S.J. Res. 121, he Congress to join 

me in this effort to hold down rices, Federal 

spending and milk surpluses. 

THE WHITE HOUSE, 

\ 
\ 



TO THE SENATE OF THE UNITED STATES: 

whi 

and 

I am withholding my approval from S.J. Res. 121, 

would increase the Federal support price for milk 

1. 

2. 

3. 

mandatory quarterly adjustments, for the 

reasons: 

would result in unnecessarily high 

prices. 

saddle taxpayers with additional 

at a time when we are trying to cut 

of government and curb inflation. 

stimulate excessive production of 

urage consumption, force the 

Federal gov nrnent to increase purchases of 

under the milk support program 

and build up e and costly surpluses. 

Under this bill, nment outlays would be increased 

by $530 million, including 

marketing year and $350 

1977-78 marketing year. 

million during the 1976-77 

during the subsequent 

would be 

required to pay an estimated $1. 

for dairy products over the next 

billion more at retail 

If S.J. Res. 121 became law, t support level for 

milk would be set at 85 percent of pa "ty, with adjustments 

at the beginning of each quarter, throu h March ~ 31, 1978. 

This would result in substantial increas in the support 

level over the next two marketing years wi out taking 

into account either changing economic 

agricultural policies. 

As far as this Administration is 

changes in the price support level 

the past, on a thorough review of the entire dairy 
\ 
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To the sena~e~t4a" I 

I am withholding my approval from S.J. Res. 121, 

which would increase the Federal support price for 

milk and require ~andatory quarterly adjustments, for 

the following reasons: 

6) It would result in unnecessarily high 

I 
consumer prices. 

It would saddle taxpayers with additional 

spending at a time tvhen we are trying to cut 

I 

' 
the cost of government and curb inflation. 

@.· It would stimulate excessive production of 

milk, discourage consumption, force the Federal 

government to increase purchases of dairy 

products under the milk support program and 

build up huge and costly surpluses. 

Under this bill, government outlays would be increased 

by $530 million, including $180 million during the 

1976-77 marketing year and $350 million during the 

subsequent 1977-78 marketing year. In addition, 

consumers would be required to pay an estimated 

$1.38 billion more at retail for dairy · products over 

the next two years. 

' 
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If S.J. Res. 121 became law, the support level for 

milk would be set at 85 percent of parity, with 

adjustments at the beginning of each quarter, through 

March 31, 1978. This would result in substantial 

increases in the support level over the next two 

marketing years without taking into account either 

changing economic conditions or agricultural policies. 

In disapproving similar legislation last January, I said: 

"To furthe:z;- reduce the demand for milk and dairy 

products by the increased prices provided in this 

legislation would be detrimental to the dairy industry. 

A dairy farmer cannot be well served by Government 

action that prices his product out of the market." 

1. esntinae to helieoe Lids. /tta~ I~ STtc.L. '1ijq_ C:.ASe, 

. As far as this Administration is concerned, future 

changes in the price support level will be based, 

as in the past, on a thorough review of the entire 

dairy situation. Major economic factors, including 

the level of milk production, recent and expected farm 

prices for milk, the farm cost of producing milk, 

consumer prices and government price support purchases 

' 
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and budget outlays, will be considered. Elimination 

of this thorough review by mandating an inflexible 

support price would be inadvisable. 

As you know, pres~nt legislation provides the 

Secretary of Agriculture with sufficient flexibility 

to increase the level of milk price supports between 

75 and 90 percent of parity whenever the conditions 

indicate that an increase is necessary and advisable. 

The two increases announced by the Secretary of 

Agriculture last year--one in January and another in 

October--should make it clear that this Administration 

intends to provide the price assurance dairy farmers 

need. 

I! 
In this regard, to Ansure adequate milk price support 

. levels, I have directed the Secretary of Agriculture 

to review support prices quarterly, starting April 1. 

If it appears necessary and advisable to make price 

support adjustments to ~sure the supply of milk, the 

Secretary of Agriculture will do so. 

In vetoing S.J. Res. 121, I urge the ·congress to join 

me in this effort to hold down Federal spending, 

milk surpluses and consumer prices. 

' 



TO THE SENATE OF THE UNITED STATES• 

I am withholdinq m¥ approval· from S.J. Res. 121 

which would increase the Federal support price for milk 

and require .andatory quarterly adjustments, tor the 

!ollowinq reaaonst 

1. It would saddle taxpayers with additional 

spendinq at a time when we are trying to cut 

the coat of government and curb inflation. 

2. It would stimulate excessive production of 

milk, diaoourage consumption, force the 

Federal government to increase purchases of 

dairy products under the milk support program 

and build up huqe and costly surpluses. 

3. It would result in unneoesaarily high 

consumer prices. 

Under this bill, 91)Yem-nt outlays would be increased 

by $530 million, including $180 million during the 1976-77 

-.rketinq year and $350 million during the subsequent 

1977-78 aarketing year. In addition, consumers would be 

nquired to pay an estimated $1. 38 billion more at retail 

for dairy pmducts over the next two years. 

If S.J. Rea. 121 became law, the support lev.l for 

milk would be set at 85 percent of parity, with adjustments 

at the be91nDinq of each quarter, through March 31, 1979. 

This would result in substantial increases in the support 

level owr the next two Mrlteting years vi thout taking 

into account either ahanCJinq economic conditions or 

a9ricultural policies. 

In disapproving similar le9ialation last January, I 

aaid: •To further reduce the demand for milk and dairy 

pl'04ucu by the increued pricea provided in tbia le9ialat.ion 
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woul be detrimental to the dairy induatry. A dairy 

farmer cannot be well served by Government action that 

prices hie product out of the market.~ This is still 

the caae. 

Aa far as this Administration ia concerned, future 

changes in the price support. level will be based, as in 

the past, on a thorough review of the entire dairy 

situation. Major economic fac~rs, includin9 the level 

of rd.lk production, recent and expected farm prices for 

millt, the farm cost of procSucinq milk, consumer prices 

and govarn•nt price support purchases and budget outlays, 

will be considered. Elimination of this thorouqb. review 

by mandating an inflexible support price would be 

inadvisable. 

Aa you know, present levislation provides the 

Secretary of Agriculture with sufficient flexibility to 

increase the level of milk price supports between 75 and 

90 percent of parity whenever the conditions indicate 

tbat an increase is necessary and advisable. The two 

increases announced by the Secretary of Agriculture last 

year one in January and another in October -- should 

make it clear that this Administration intenda to provide 

the price assurance dairy farmers need. 

In this regard, to ensure adequate milk price support 

le¥ela, I have directed the Secretary of Agriculture to 

review support prices quarterly atartin9 April 1. If it 

appears necessary and advisable to make price support 

adjustments to ensure the supply of milk, the Secretary of 

Agriculture will do so. 

In ._toinv S.J. Rea. 121, I urqa the Conqresa to 

join me in thia effort to hold down Federal apendinq, 

milk aurpluses and consumer prioea. 

'l'HB WHITE HOUSE, 

, 



TO THE SENATE: 

I am withholding my approval from s. J. Res. 121, 

an Act "To provide for quarterly adjustments in the 

support price for milk and for other purposes." 

s. J. Res. 121 would set the support level for 

milk at 85 percent of parity, with adjustments at the 

beginning of each quarter, through March 31, 1978. 

This resolution, if approved, would require sub

stantial increases in the support level for the 

1976-77 and 1977-78 marketing years without regard to 

changing economic conditions or agricultural policies. 

Present legislation already provides the flexibility 

for the Secretary of Agriculture to increase the level 

of support at anytime during a marketing year and to 

any level between 75 and 90 percent of parity whenever 

conditions indicate that an increase is necessary and 

advisable. The two increases in the level of support 

for milk announced by the Secretary of Agriculture 

during 1975, in January and again as recently as 

October 2, clearly indicate this Administration's 

intentions are to provide the price assurance dairy 

farmers need. However, as I stated last January in 

disapproving similar legislation: "To further reduce 

the demand for milk and dairy products by the increased 

prices provided in this legislation would be detrimental 

to the dairy industry. A dairy farmer cannot be well 

served by Government action that prices his product out 

of the market." 

The high level of support required by this 

resolution, however, would result in unnecessarily high 
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consumer prices and budget outlays, and would be 

inconsistent with this Administration's efforts to 

combat inflation. It would stimulate excessive 

production of milk and discourage consumption, 

resulting in greatly increased government purchases of 

dairy products under the milk support program as well 

as very large and costly government inventories. 

Already overburdened taxpayers would be saddled 

with increased government outlays of $530 million 

under this bill, including $180 million during the 

1976-77 marketing year and $350 million during the 

subsequent 1977-78 marketing year. In addition, it 

is estimated that consumers would be required to pay 

$1,380 million -- or about 3 cents per half gallon for 

milk -- more at retail for dairy products over the 

next two years if this bill became law. 

As far as this Administration is concerned, any 

future changes in the price support level should be 

based, as in the past, as a consequence of a thorough 

review of the entire dairy situation, including the 

level of milk production, recent and expected farm 

prices for milk, prices to consumers, and government 

price support purchases and budget outlays. To remove 

the consideration of major economic factors from the 

determination of the support level by setting the 

support price in an arbitrary fashion would be 

obviously inadvisable. 

THE WHITE HOUSE 

January 1 1976 
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QUARTERLY ADJUSTMENTS OF SUPPORT PRICES FOR 
MILK 

-------
SEPTEMBER 24 (legislative day, SEPTEMBER 11), 1975.-0rdered to be printed 

--- ~· -··--~----··-

Mr. HuMPHREY, from the Committee on Agriculture and Forestry, 
submitted the following 

REPORT 
[To accompany S.J. Res. 121] 

The Committee on Agriculture and Forestry, to which was re
ferred the joint resolution (S.J. Res. 121) to provide for quarterly ad
justments in the support price for milk, having considered the same, 
reports favorably thereon with an amendment and recommends that 
the joint resolution as amended do pass. 

SHORT ExPLANATION 

This resolution would require-effective for the period beginning 
on the date of enactment and ending on March 31, 1979-that the 
Secretary of Agriculture adjust np•vard the support price of manu
facturing milk at the beginning of each quarter to reflect any esti
mated increase during the immediately preceding quarter in the index 
of prices paid by farmers for production items, interest, taxes, and 
wage rates. 

Co11nnTTEE Al\IENDJHENTS 

. 1Yhen introduced, the resolution contained the parenthetical clause 
''beginning with the third quarter of the cahmdar year 1975". As a 
technical matter, this clause is unnecessary because the effective date 
of the legislation is the date of enactment and as a practical matter 
the third quarter will end within a few days. Therefore, the clause was 
stricken from the resolution. 

PuRPOSE 

Under existing law, price supports for manufacturing milk are 
usually set at the beginning of the marketing year (Aprill) at such 

57-010 
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a level not in excess of 90 percent nor less than 75 percent of the 
parity price therefor as the Secretary determines necessary in order 
to assure an adequate supply ?f pure and ;vholesom.e milk to meet 
current needs, reflect changes m the cost of production, and assure 
a level of fai·m income adequate to mainh1in productive capnrity 
sufficient to meet anticipated future needs. 

l;nder existing law. it. has been the general practice of the Depart
ment of AoTieulture that the priee support level, in dollars and cents, 
announced""on April 1 is not again changed until the beginning of a 
new marketincr year even though the dollar level of support subse
quently falls below the original percent of parity and even in some 
cases below the absolute minimum o£ 75 percent of parity prescribed 
by law. 

·TJ:ris occurs because incrMse..<5 in prices paid bv fanhers causes the 
parity price for Inilk to increase in months subsequent to April 1. 
Therefore. the dollar and cents leYel of supports announced at the 
beginning~ of the marketing year decreases as a percent of parity over 
the ensuing 12 montl:s. . . . 

Under the resolution, the level of pnce support established Apr1l 1 
each year, ho,'\Yver, would br. adjustt;d July 1! Octo~er 1 an?- .~an
nary 1 followin<T, to reflect estunated mereases m the mdex of prices 
paid by farmer~- for production items, including interest, taxes, and 
'yao·e rates. 

For example, for the current ma~keting year b.eginning April 1, 
1975, the pnce surport level for p11lk ~yas established at $7.24 :per 
hundredweight ana the index of pr1ces paid by farmers for production 
it~s was 666 (1910-14~100). Had S.?. Res. 121 been ~n effe~t the 
price would have been adJUSted J.nly 1 ~rom $7.24 .to $7.~8. This ad
justment would reflect the change m the mdex of pnces paid from 666 
on April1, to 681 on .J~1ly 1, or. 2 p~rcent.. . . 

Assuming that the mdex of pnces paid by farmers will contmue to 
advance at the same rate (8 percent per annum) f?r the balance of 
the marketing year, the price support level for milk would be ad
justed to $7.52 October 1, and to $7.66 on ,January 1,1976. 

It should be pointed out that the $7.24 price support lev~l on 
April 1 was 77.8 percent of parity. By Jul;r 1, the .support pr1ce at 
77.8 _Eercm.lt of parit. y w?uld h.n.ve been $7.3 l, essentially the same as 
the $7.38 price Jeve1 whiCh would have resulted from the proposed 
quarte~ly adju~tm<~nt. . " . 

The mtent of the A.gnculture and Consumer Protection Act of 1973 
\vas to assure farmersc of a price support level of n.ot less than 8q per
cent of parity through Mar~h 31, 1£?5·. Had the pnce been ~stabhshed 
at 80 percent of par1ty Apnl1, 1!)i o, It would have been $1.45 rather 
than $7.24; and thC> price as adjusted July 1 would have been $7.60 
rather than $7.38. 

S.J. Res. 121 would be effective through Ma~ch 311 1979. Its effect 
on milk prices to farmers and CCC purchase pnc~s w1ll depe~d sole~y 
upon changes within eac .. h m.arketir:J;~: :ye~r of the mdex of :pnces pa1d 
by farmers for productiOn 1terns. Tlus mdex generally will parall~l 
the rate of inflation for the economy as a v .. h<_>le. It may be more or 1t 
may be Jess depending upon \Vh~ther feed price:=: and other fai'Ill p~~
duction items escalate more rap1dly or less rapidly than commod1ty 
prices in general. 
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BACKGROUND 

During the past few years, farmers have experienced persistent in
creases in the cost of milk production. They have been the victims of 
the inflationary trend. ~r\..lthough the price support level for milk has 
been adjusted at least annually, the changes have followed rather than 
kept pace with increases in costs for producing milk. 

Passage of S.J. Res. 121 would assure dairy fai'Illers that the milk 
price support level would reflect costs on a more current basis. And to 
the extent that milk prices rose above the support level in response to 
demand, dairy fai'Illers would not be faced with such extreme price 
shocks when market prices receded to the support level as a result of 
seasonal increases in milk production or for any other reason. This 
should be helpful in maintaining milk production to moot the needs of 
conslllllers £or future periods of time, a stated goal of the price support 
statute. 

:Milk production for Qalendar 1972 was reported as being 119.9 bil
lion pounds. The following year, 1973, milk production dropped to 
115.4 billion pounds, largely a result of the severe cost-price squeeze. 
During 1974 milk production was again 115.4 billion ponnds. During 
1973 and 1974, additional imports o£ dairy products were admitted. 
Even though the quantities were excessive and ill-time~, they were 
deemed necessary to assure consumers of adequate supplies. But, as a 
result of the unneeded imports, inventories o£ dairy products were 
accumulated to pl e the industry into 1975, and their presence added 
to the cost of the iry price ort program. 

For 1975, USDA forecast a f billion pound increase in milk pro
duction. As the year progressed, however, it became evident that the 
trend was going in the reverse direction. It now appears that 1975 
milk production will not exceed 115 billion pounds. 

The lower level o£ milk production is reflective of continued in
creases in prices of items necessary for milk production, relative to 
prices received by farmers for milk. The milk-feed price ratio is ex
tremely unfavorable. 

Dairy fai'Illers are continuing to abandon the milk production busi
ness. There is a steady decline m the number of dairy cattle on farms, 
and milk production per cow has tapered off and has been running 
below last year. 

Thus, if milk supplies are to be assured for the future, passage of 
S.,J. Res. 121 is ne~ssary to restore confidence of dairy farmers in the 
future of the milk production business and avoid further deteriora
tion in milk production. 

S.R. 388 



DEPARTMENTAL VIEWS 

DEPARTMENT OF AGIUCULTURE, 
0Fl'ICE OF THE SECRETARY, 

lV ashington, D.O., September 18,1975. 
Hon. HERMAN E. TAIJJ\'IADGE, 
Chairman, Committee on Agriculture and Forestry, U.S. Senate. 

DEAR MR. CHAIDMAN: This is in reply to your request :for a report on 
S.J. Res. 121, a joint resolution "To provide for quarterly adjustments 
in the support price :for milk". 

The Department strongly opposes this joint resolution. 
This joint resolution would further amend Section 201 of the Agri

cultural Act of 1949, as amended, by requiring that the support price 
of milk be adjusted each quarter, begining July 1,1975, through March 
31, 1979, to reflect any estimated change during the preceding quarter 
in the index of prices paid by farmers for production items, interest, 
taxes and wage rates. 

The Department has consistently opposed mandatory quarterly ad
justments in the support price since this would also require qua1terly 
increases or decreases in Commodity Credit Corporation's purchase 
prices of dairy products. This would tend to disruptthe market and in
terfere with normal marketing practices. If we were expected by the 
industry that increased CCC purchase prices would result because of 
increases in the support price, manufacturers, processors, and dealers 
would tend to hold dairy products off the market in anticipation of re
ceiving higher prices at the beginning of the next quarter. On the other 
hand, if a dropin the support price were :foreseen, attemptswouldbe.; 
made to sell as much of existing stocks as possible to CCC in anticipa- · 
tion of lower CCC and market prices when the next quarter began. 

The disruptive effect is well illustrated by the estimated changes in 
the support price required by S.J. Res. 121 during the remainder o:f the 
current marketing year. If S.J. Res. 121 became effective immediately, 
it would require a support price of $7.37 through September 30, 1975, 
and estimated support prices of $7.32 and $7.53 during the last two 
quarters of the 1975-76 marketing year. This, in turn, would result in 
equivalent increases and decreases in CCC dairy product purchase 
prices. For instance, the butter purchase price would first increase 3 
cents per pound, then decrease.1.3 cents per pound, and ~hen again in
crease 5 cents per pound, wh1le the CCC purchase price :for cheese· 
would increase 11/z cents, decrease liz cent and increase 2 cents. 

The Secretary does have the authority under existing legislation to 
make adjustments in the dairy support price, up to 90 percent o:f the 
April 1 parity price, at any time during a marketing year according 
to changes in economic conditions and if such adjustments are consist
ent with agricultural policies :for other commodities. Whenever condi
tions change sufficiently to warrant an adjustment in the support price, 
as they did during the past year, action can be taken without being 

(5) 
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limited to the beginning of a marketing year quarter. When conditions 
change by only a small amount, a minor adjustment, and the resulting 
unnecessary disruption of the market, would not be advisable. 

In addition, under the existing statute, producers have the assurance 
that the support price, once announced, cannot be lowered during the 
marketing year. Under the quarterly adjustments required by S.J. Res. 
121, they would lose that assurance. 

The additional costs to CCC o:f quarterly adjustments, as required 
by S.J. Res. 121, "\Vould be approximately $60 million during the cur
rent marketing year, with similar additional annual expenditures re
quired through March 31, 1979. 

The Office of Management and Budget advises that enactment of this 
legislation would not be in accord with the President's program. 

Sincerely, · 
RrcHARD A. AsHWORTH, 

Deputy Under SetYretary. 

Co~nrrrTJ<JJ<J Cm.rMENTS oN DEPART~fE~TAL VIEWS 

The Department of Agriculture in its report on S. ,J. Res. 121 draws 
conclusions with which the Committee disagrees. 

1. USDA contends that the quarterly adjustment of CCC purchase 
prices wouJd "tend to disrupt the market and interfere with normal 
marketing practices". 

Quite the contrary, the quarterly adjustments would lend greater 
market stability and interfere less with market practices than does the 
once-per-year adjustment. The annual adjustment, by its nature, is of 
a greater magnitude than if made on a quarterly basis. 

In. view of the inflationary trends taking place throughout the econ
omy, .it it? quite likely that all of the quarterly adjustments would be 
in the samedirection. Normally, market prices for diary products rise 
abw~ ,GCCp'Urch,ase prices during the late summer and fall months of 
the .:fet~.r,.·as the,y did this year, The quarterly adjustment of purchase 
prices durin .. & periods when rna .. rket prices are a.bove CCC purchase 
prices would have minimal effects on the market. or none. They would 
hav.e none this year. The quarterly adjustment, however, would assure 
ilairy farmers that prices they receive for milk would not be subject 
to as great ~reduction if marli;etprices receded to the levels established 
by CCC in the absence of the quarterly adjustment. 

2. In its report, USDA states that S .• J. Res. 121 if made effective 
immediately would require a price support for milk of $7.37 through 
S\'ptemher 30 ~975, and estimated support prices of $7.82 and $7.53, 
respectively, for tlie last two quarters of the market year, thus result
ing in both increases and decreases in CCC purchase prices~ 

The estimate ot$7.;32 for the third quarter of the marketing year 
presqpposes a decline in the index of prices paid by farmers for pro
duction items. The:re is no basis for such assumptwn in view of the 
conl;)istent increases which have taken place in the cost or production 
items. The performance of the index during the current marketing 
yea,r, reported th:uEi far is as· follows: April 666; :May 672; June 680; 
,Jul:v; 68l;.Augtist685. . . . 

:,Notwithstanding· ~uture movements of ·the index, a reduction of 
CdC purchase prices would have no adverse effects on the market so 
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long as market prices are above th<?se establishe4 by CCC. As ?f Sep
tember 19 the wholesale butter prwe on the Chicago .Mercantile .Ex
change w;s 92 cents per pound, a_.nd the CCC purchase·price at Chicago 
is 69.19 cents per pound. The price of cheddar cheese, 40 pound blocks, 
on the 'Wisconsin Cheese Exchange was 94.5 cents per pound, and the 
CCC purchase price is 79.25 cents per pound. Currently, nonfat dry 
milk is selling for 68 to 70 cents per pound, and the CCC purchase 
price is 60.6 cents. . . 

In all likelihood, CCC will not purchase any dauy products durmg 
the third quarter of the current marketing year. 

a. USDA comments that under the existing statute, producers have 
assurance that the support _price for milk, once announced, cannot be 
lowered during the marketmg year and that under the quarterly ad
justments required by S.J. Res. 121 they would lose that assurance. 

It is the intent of S.J. Res. 121 that quarterly adjustments would be 
made upward as required but that the Secretary of Agriculture could
and the Committee intends that he should-maintain prices at the 
hi o-her level in the event the formula moved downward for a temporary 
pe~iod of time. More important than this argument is the fact that 
farmers would have assurance, through the quarterly adjustments, that 
the price support level would be responsive to the rising ?ost of pro
duction items during the inflationary period now confrontmg the N a
tion and which likely will continue through .March 31, 1979. 

CosT EsTIMATE 

In accordance with section 252 of the Legislative Reorganization 
Act of 1970, the following are estimates of the costs which would be 
incurred under the provisions of S.J. Res. 121. . 
·USDA states that the additional cost of the quarterly adJustments 

to CCC required by S.J. Res. 121 would approximate 60 million dol
lars for the current market ear with similar additional expenditures 
required annu.ally thr<?ugh h 31, 197~. . . . . 

The Committee beheves that the 60-milhon dollar figure 1s totally 
without foundation. Since CCC likely will acquire no dairy products 
during the third quarter of the current marke~ing year, ~he only cost 
increase would result from higher purchase prices for dairy ~rod1~cts 
acquired during the fourth quarter (January-J\f.a!ch, 1976). In v1ew 
of milk production trends, ~t appears to the Committee tha~ CCC pur
chases of dairy products will be low. Furthermore, offsettmg any I?O
tential cost increases will be income realized by the Government from 
resale to the domestic commercial market of butter purphased prior to 
July 1, 1975, and with rospects tha~ further revem:e will be realized 
from the sale of nonfat 'lk acqmred by CCC prwrtoJuly 1,1975. 

The cost of quarterly adjustments for succeeding marketing years 
through .March 31, 1979, cannot be estimated without knowing the 
parity price which will prevail on Apr~l 1 of each year, t~e lev~l ?f 
price support that the Secretary of Agnculture may estabhsh w1thm 
the limits prescribed by the statute (not less than 75 percent nor more 
than 90 percent of the parity price), the level of milk production and 
the requirements of t~e commercial ma~ket, the V?lume of f»roducts 
which CCC may acqmre, and the quantity and pr1ces at which sales 
may be made by CCC back to the trade. 
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The Committee does not argue that there will be no additional costs 
resulting from the quarterly adjustments but it contends that the De
partment of Agriculture cannot project additional annual expendi
tures (approximately $60 million) as suggested in its report. 

CHANGES IN ExiSTING LAw 

In compliance with subsection ( 4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing Jaw ma~e b:y: the bill a~e 
shown as follo>vs (existing Jaw proposed to be omitted IS enclosed m 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed is shown in roman) : 

AGRICULTURAL Ac'r OF 1949 

AN ACT To stabilize prices of agricultural commodities 

Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That this Act may 
be cited as the "Agricultural Act of 1949." 

* * * * * * * 
TITLE II-DESIGNATED NONBASIC AGRICULTURAL 

COMMODITIES 

SEc. 201. The Secretary is authorized and directed to make avail
able (without regard to the provisions of title III) price support to 
producers for tung nuts, honey, and milk as rollmvs: 

* * * * * * * 
(c) The price of milk shall be supported at such level not in excess 

of 90 per centum nor less than 75 per centum of the parity price there
tor as the Secretary determines necessary in order to assure an ade
quate supply or pure and wholesome milk to meet curent needs, reflect 
changes in the cost of production, and assure a level o£ £arm income 
adequate to maintain productive capacity sufficient to meet anticipated 
future needs. Notwithstanding the foregoing, effective for the period 
beginning with the elate or enactment of the Agriculture and Consumer 
Protection Acto£ 1973 and ending on March 31, 1975, the price of milk 
shall be supported at not less than 80 per centum of the parity price 
therefor. Such price support shall be provided through purchases of 
milk and the products of milk. 

(d) N ot~vithstanding the foregoing provisions of this section, effec
tive for the per"tod beginning with the date of enact1nent of this sub
section and ending on March 31,1979, the support price of milk shall 
be adJusted by the Secretary at the beginning of each quarter to reflect 
any estimated change during the immediately preceding quarter in the 
index of prices paid by farmers for production items, interest, taxes, 
and ~vage rates. Such support prices shall be announced by the Secre
tary not later than thirty days prior to the beginning of each quarter. 

0 
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~4TH CoNGRESS} HOUSE OF REPRESENTATIVES { REPORT 
1st Session No. 94-617 

QUARTERLY ADJUSTMENTS OF SUPPORT PRICES 
FOR MILK 

N<>VEMBE& 3, 1975.-Committed· to the Comm,ittee of the Whole HQuse on the 
State of the Union and ordered to be printed 

Mr. FOLEY, from the Committee on Agrioultmre, 
submitted the following 

REPORT 
[To accompany S. J. Res. 121] 

The Committee on Agriculture, to whom was referred the joint 
resoluti&n (S. J. Res. 121), to provide for qual'terly l'djustments in 
the suppc:wt price for milk, having considered the same, report favor
ably there on with an amendment and recommend that the joint 
resolution as amended do pass. 

The amendment is as rollows: 
Page 1, line 8~ strike "March 31, 1979," and ~rt in lieu thereof 

"March 3:.1., 1978, '. 

PmtrosE AND NRED FOR THE LEoiBLATION 

S. J. Res. 121, as amended, pr6vides that effective for the period be
ginning with the date of enactment of this subsection and ending on 
March 31, 1978, the support pvice of milk shall be adjusted by the Sec
ret.ey a;t, the beginning of each qllftrtel' to re.flect any estimated change 
during the immediately prrecedi:Jlg q~rte:rr in the index of prices p~id 
by fa-rmers fo~ produGtien items, interest, ta.xes, and wage rate$. Such 
support p:rUee shall be an.m.ouneed by tlle Secretall'y. not later th~n 
thirty days prior to the beginning of each quarter. 

Under eristing law price suppo:rts for ma.nufaeturing milk are 
usua:lly set at the beginning o~ the mar.lmting Jle&l! (April 1) at such 
a level not in excess o:f 90 percent nor less than 75 percent of too parity 
price therefor as the Secretary determines necessary in ord~r to assure 
an ad~pate sup_ply of pure a~d ":holesome ~ilk and 9:ssure a l~vel of 
farm 1ncome adequate to- mamtam producfue capacity sufficient to 
meet anticipated fu.ture needs. 

Under existing law, it has been the ~neral practi:ee of the Depart
ment of Agriculture that the support level, in dollars and cents, an-
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nounced on Aprill, is not again changed until the beginning of a new 
marketing year even though the dollar level ?f support subsequently 
falls below the original percent of parity a?-d m som.e cases even be~ow 
the absolute minimum of 75 percent of panty prescribed by law. After 
6 months of the current marketing year had passed the dollars and 
cents support level set on Aprill, based on 77.8 p~rcent of parity, had 
fallen to approximately ~2 percent ?f pa~ity. . 

This occurs because mcreases m prwes paid by farmers caused 
the parity price for milk to increase in months subsequent to April 1. 
Therefore, the dollars and ce:tlts value level of support announced. at 
the beginning of the marketing year decreases as a percent of panty 
over the ensuing 12 months. . . . 

Under the resolution, the level of pr1ce support estabhs~ed April1, 
of each year, however, would be adjusted the foll?wmg .July 1, 
October 1, and January 1, to reflec~ est!mate~ chan~es I.n the mdex of 
prices paid by farmers for production Items, mcludmg mterest, taxes, 
and wage rates. . . 

For example, for the curre~t marketing year beginning Apnl 1l 
1975, the support level for m1~k was estabh.shed at 77.~ perce!lt of 
parity or $7.24 per .hu~dredwmght and the mdex of pnces paid by 
farmers for productiOn Items was 666 (1910-~4=100). Had S.J. Res. 
121 been in effect the price would have been adJusted J~ly 1 fr?m $7.2~ 
to $7.38. This adjustment would reflect the change m the mdex of 
price.s ·p~1d from 666 on April 1, to 681 ori July 1, or .2 percent. Had 
the April support level b.e~n set at 80 pe~cent of panty as had been 
mandated under the provlSlon of-the Agriculture and Cons~mer Pr~-. 
tectionAet of 1973, which expired March 31, 1975, the Apnl 1,.197o" 
support level would have been $7.45 rather t~an $7.24, the ad]US~ed 
.July price would have been $7.60 and the adJusted October 1 pnce 
would have been.$7.71. . . 

On October 1, 1975, the Secretary of Agricultu~e did in, fact raise· 
the support price of milk to $7.71, 80 percent of I?arity. If S.J. Res. 121 
had been in effect dairy farmers would have deriVed a great deal more 
be:Qefit from the price increase l'lince.they wou_ld have ~no'Yn. when and 
how much the price would be increased. Such mformatwn IS mvaluable 
to the farmer in planning his operation. . . . 

During the past few years farn:ters have ~per1ence~ per&stent m
creases in the cost of milk productiOn. They hke others m the economy 
have been victims of the inflationary trend. Although the support 
price level for milk has been. adjusted ~~;t '1e!lst •annua~ly, t~e changes 
have followed rather than· kept pace With mcreases m the costs for · 
producing milk. . . · · · · . . · .. · . ·· · 
· Wh'ile the Secretary increased the ~upport levelon 9ctober.1, there 

is no :tssurance ·that he would contmue ·toimake ·ltdrustment~ on a 
quarterly basis-in fact,; he .has·announ<;ed he W<?uld re--exa:mme the: 
situation but only· on a· sem1-annual basis and W1tho11~ ·Statl!lg what 
criteria would guide his a~tionsiu the.f}ltU;re., ; .. · · > · . . 
. Passage Q~·S:J. ~~··.~2J.wq;u~d ltSsure datrY ia,rmers;that the nnlk 

support price, which serves as a floor fgr th~ ~:ulk·.,pnce, would r~-: 
fleet co:sts on·.a more cuNent, Pa.sis .. Farmer~; wo11ld ·be enable;. to esti
mate th{l min~Il}Um l~v~l, of , p~rch~ing noiWer: thflt 0e ,nnlk they, 
produce would ·give them over the' next year. Tlns would serve to 
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stabilize the production o£ milk and alleviate some o£ the farmer's 
uncertainty. It would also alleviate the shocks created by large yearly 
adjustments in the support level, and help avoid milk shortages whi~h 
cause sharp increases in the price to consumers. Rapid increase~ m 
milk prices tend. to hurt both farmers and consumers. When prrces 
rise rapidly, consumers cut back on usage and farmers loose part of 
their market. 

It is the Committee's intent that the CCC purchase price of dairy 
products (i.e., butter, non-fat dry milk and cheese) should be an
nounced not later than 30 days prior to the beginning date o£ the 
quarter, as the bill requires of the milk support level. It is further 
the Committee's intent that in making these announcements there 
would not be any precipitous changes in the usual and normal rela
tionship between the commodities so that there would be as little 
market disruption as possible. 

CoMMITTEE CoNSIDERATION 

The Dairy and Poultry Subcommittee has conducted a number of 
hearings on the dairy situation throughout the country in the period 
July 1975 to the current date. The Subcommittee visited Vermont, New 
York, Pennsylvania, Minnesota, Wisconsin, California, and Tennessee. 
One of the matters most frequently supported was quarterly adjust
ments in the price support rate. The Subcommittee met in Washington, 
D.C. on October 21, 1975, to consider S. J .. Res. 121 at which time 
statements in support of the bill were received from Congressmen Ed 
Jones, Alvin Baldus and Richard Nolan. After discussion the bill was 
favorably reported by the Subcommittee by a unanimous roll call vote 
of 10 ayes. The Subcommittee voted that S. J. Res. 121 was not the 
final result of their extension field hearings and that it was anticipated 
that meetings would be held early next year on further revisions in the 
dairy program. 

On October 29, 1975, the Committee on Agriculture considered 
S. J. Res. 121. An amendment was adopted to change the terminal 
date of the provision from March 31, 1979, to March 31, 1978, so that 
it would coincide with the termination period for the balance of the 
major farm legislation. A proposal by Mr. Thone to increase the level 
of support to 90 percent of parity was rejected by a roll call vote of 12 
to 16. The Committee then voted to report the bill by a show of hands 
vote of' 24 to 1 in the presence of a quorum with a recommendation 
that it pass. 

ADMINISTRATION PosrriON 

· On October 2, 1975, the United States Department of Agriculture 
was asked by letter for its position on H. J. Res. 625 (a companion 
bill to S. J. Res. 121, as amended). As of the date of this report no 
reply has been received. 

CURRENT AND FIVE SUBSEQUENT FISCAL YEAR CosT EsTIMATE 

Pursuant to clause 7, Rule XIII, of the Rules of the House of Repre-· 
sentatives, the Committee estimates that there would be no cost to the 
Federal Government during the balance of the current marketing 
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year because market· prices are now above the support level and are 
~xpected t~ remain so. The cost of quarterly adjustments for succeed
Ing marketmg years through March 31, 1978, cannot be estimated with:. 
out knowing the parity price which will prevail on April 1 of each 
year, the level of price support that the Secretary of Agriculture may 
establish within the limits prescribed by t~e sta~ute (not lees than 78 
percent nor more than 90 percent of the panty pr1ce), the level of milk 
production and the requirements of the commercial mal'ket, the volume 
of products which CCC may acquire, and the quantity and prices at 
'WhiCh sales may be made by CCC back to the trade. · . 

No estimate of costs was formally submitted to the Committee by a 
government agency. 

IxFJ.ATIONARY IMPACT STATEM~<~NT 

Pursuant to clause 2(1) (4), Rule XI, of the Rules of the House of 
Representatives, the Committee estimates that S. J. Res. 121 will have 
no inflationary impact on the economy. To the contrary, by reducing 
the uncertainty to farmers, it is anticipated that this resolution would 
encourage farmers to remain in the dairy industry who might have 
otherwise left and create.d a shortage of milk and thus higher milk 
prices which would have tended to be inflationary. · 

BUDGET AcT CmrPLIANCE (SECTION 308 AND SECTION 403) 

The provisions of cia use 1 ( 3) (B) of Rule XI of the House of Repre
sentatives and section 308 (a) of the Congressional Budget Act of 19'7 4 
(relating to estimates of new budget authority or new or increased tax 
expenditures) are not considered applicable. There was no estimate 
and comparison prepared by the Director of the Congressional Budget 
Office under clause 1(3) (C) of Rule XI of the House of Representa
tives and section 403 of the Congressional Budget Act of 1974 sub
mitted to the Committee prior to the filing of this report. 

OVERSIGHT STATEMENT 

No specific oversight activities, other than the hearings accompany
ing the Committee's consideration of S.J. Res. 121, as amended, and 
similar bills, were made by the Committee, within the definition of 
clause 2 (b) ( 1) of Rule X of the House. No summary of oversight find
ings and recommendations made by the Committee on Government 
Operations under clause 2(b) (2) of Rule X of the Rules of the Hous6 
of Representatives was available to the Committee with reference to 
the subject matter specifically addressed by S.J. Res. 121, as amended. 

CHANGEs IN EXIsTING LAw 

In compliance with clause 3 of Rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italic, and existing law in which no 
change is proposed is shown in roman) : 

* * * * * * * 
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TITLE II-DESIGNATED NONBASIC AGRICULTURAL 
COMMODITIES 

SEc. 201. The Secretary is authorized and directed to make avail
able (without regard to the provisions of title III) price support to 
producers for tung nuts, honey, and milk as follows: 

* * * * * * * 
(c) The price of milk shall be supported at such level not in excess 

of 90 per centum nor less than 75 per centum of the parity price there
for as the Secretary determines necessary in order to assure an ade
quate supply of pure and wholesome milk to meet current needs, reflect 
changes in the cost of production, and assure a level of farm income 
adequate to maintain produ~tive capacity ~ufficient ~meet anticipa!ed 
future needs. Notwithstanding the foregomg, e.ffecti ve for the penod 
beginning with the date of enac~ment of the Agriculture and _Consllii!er 
Protection Act of 1973 and ending on March 31, 1975, the pnce of milk 
shall be supported at not less than 80 per centum of the parity price 
therefor. Such price support shall be provided through purchases of 
milk and the products of milk. . 

(d) Notwithstanding the foregoing provisions of this section, effec
tive for the period begvwnllng with the date of enactment of this BUb
section (Jjfl,(j ending on M(J/f'ch 31, 19'18, the 8Upport price of mille 8hall 
be adju8ted by the Secretary at the begi;nrWn,g of each quarteT to 'J'efiect 
any eatitmated chOJnge d!IJlring the i'lnllMdiately p'l'eceding qua'l'te'l' in the 
indew of price8 paid by fa1'm6rs for prodluction items, interest, tawes, 
and wage rates. Such BUpport prices shall be ariiiW'I1!1Wed by the Secre
tary not later than thirty days prior to the begiwning of each qua1'te1'. 

0 
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94TH CoNGRESS HOUSE OF REPRESENTATIVES REl"ORT 
No. 94-709 1stSessicm 

MILK PRICE SUPPORTS 

DECEMBER 10, 1975.-0roered to be printed . 

Mr. JoNEs of Tennessee, from the committee of conference, 
submitted the following 

CONFERENCE REPORT 
[To accompany S.J. Res. 121] 

The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senat-e to the joint resolution ( S.J. 
Res. 121) to provide for quarterly adjustments in the support price for 
milk, havil)g met, after full and free conference, have agreed to re.com
mend and do recommend to their respective Houses as follows: 

That the Senate recede from its amendments numbered 1 and 2, and 
agree to the same. 

That the Senate recede from its disagreement to the amendment of 
the House to the title of the joint resolution, and agree to the same. 

117-006 

En JoNEs, of Tennessee, 
JOSEPH P. VIGORITO, 
DAVID R. BoWEN, 
RICHARD NOLAN, ' 
ALVIN BALDUS, 
JoHN KREBs, 
MATTHEw McHuGH, 
BoB BERGLAND, 
WILLIAM c. WAl-fPLER, 
JAMES l\{. ,JEFFORDS. 
RICHARD KELLY, ' 

Managers on the Part of the House. 
HERMAN E. TALMADGE, 
HUBERT H. HuMPHREY, 
GEORGE McGoVERN, 
wALTER D. HUDDLESTON, 
PATRICK J. LEAHY, 
BoB DoLE, 
MILTON R. YoUNG, 
CARL T. CuRTis, 

Managers on the Part of the Senate. ' 



.. 

JOINT EXPLANATORY STATEMENT OF THE 
COMMITTEE OF CONFERENCE 

The managers on the part of the House and the Senate at the con
ference on the disagreeing votes of the two Houses on the amendments 
of the House to the joint resolution (S.J. Res. 121) to provide for 
quarterly adjustments in the support price for mil~, submit the fol
lqwing joint statement to the House and the Senate m explanation of 
the effect of the action agreed upon by the managers and recommended 
in the accompanying conference report. 

AMENDMENT No. 1 

TERMINATION DATE 

The Senate resolution provided that the quarterly adjustment au
thority in the resolution shall terminate on March 31, 1979. The House 
amendment changed this termination date to March 31, 1978, in order 
that this legislation would again be considered when new farm legisla
tion involving other major commodities is considered. 

The Senate receded. 
AMENDMENT No. 2 

MILK SUPPORT PRICE 

The Senate resolution provided only for quarterly adjustments in 
the support price for milk. The House amendment added a require
ment that the support price for milk shall be established at 85 per 
centum of the parity price therefor. 

The Senate receded. 

TITLE OF THE RESOLUTION 

The House amendment also changed the title of the resolution to 
reflect the provision added by House amendment numbered 2. 

(3) 

H.R. '109 



The Senate receded. 
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Eo JoNEs, 
J 081\>PH p. VIGORITO, 
DAviD R. BowEN, 
RICHARD N OJ~AN' 
ALviN BALDus, 
JOHN KREBS, 
MATTHEW McHuGH, 
BoB BERGLAND, 
'WILLIAM c. WAMPLER, 
JAMES M. JEFFORDS, 
RICHARD KELLY, 

:Managers on the Part of theHO'!I;8e. 
HERMAN E. TAL~IADGE, 
HUBERT H. HUMPHREY, 
GEORGE McGoVERN, 
wALTER D. HUDDLESTON, 
PATRICK J. LEAHY, 
Bos DoLE, 
MILTON R. YouNG, 
CARL T. CURTis, 

M a'fttlgers on the Part of the SeMte. 

H.R. 709 
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94TH CoNGRESS} HOUSE OF REPRESENTATIVES { REPoRT 
1at Seuion No. 94-723 

MILK PRICE SUPPORTS 

DEOE:WBEB 12, 1975.-0rdered to be printed . 

Mr. JONES of Tennessee, from the committee of conference, 
submitted the following 

CONFERENCE REPORT 
[To aooompany S.J. Res. 121] 

The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the House to the joint resolution (S.J. 
Res. 121), to provide for quarterly adjustments in the support price 
for milk, having met, after full and free conference, have wgreed to 
recommend and do recommend to their respective Houses 9IS follows: 

That the Senate recede from its disagreement to the amendments of 
the House and agree to the same. 

57-006 

En JoNEs, 
JosEl'H P. VIGORITO, 
DAviD R. BowEN, 
RICHARD NOLAN' 
ALVIN BALDUS, 
JoHN KREBs, 
MATTHEW McHuGH, 
BoB BERGLAND, 
WILLulr c. ·w Al\Il'LER, 
JAMES M. JEFFORDS, 
RICHARD KELLY, 

Managers on the Part of the House. 
HERMAN E. TALMADGE, 
HUBERT H. HUMPHREY, 
GEoRGE McGoVERN, 
"\V ALTER D. HUDDLESTON, 
PATRICK J. LEAHY, 
BoB DoLE, 
MILTON R. YouNG, 
CARL T. CURTIS, . 

111 anagers on the Part of the Senate. 

, 



JOINT EXPLANATORY STATEMENT OF THE COMMITTEE 
OF CONFERENCE 

The managers on the- part of the House and the Senate at the con
ference on the disagreeing votes of the two Houses on the amendments 
of the House to the joint resolution (S.J. Res. 121) to provide for 
quarterly ttdjustments in the support price for milk, submit the fol
lowing Joint statement to the House and the Senate in explanation of 
the effect of the action agreed 11pon by the managers and recommended 
in the accompa;nying oonference report. 

AMENDMENT No~ 1.-Tmut:INATION DATE 

The Senate resolution provided that the quarterly adjustment au
thority in the resolution shall terminate on March 31, 1979. The House 
amendment c~ed this termination date to March 31, 1978, in order 
that this lelrtslatlon would again be considered when new farm legis
lation involVing other major commodities is considered. 

The Senate receded. 

A:M:ENDli!ENT No. 2.-MILK SUPPORT PRICE 

The Senate resolution provided only for quarterly adjustments in 
the support price for milk. The House amendment added a requirement 
that the support price for milk shall be established at 85 per centum 
of the parity price therefor. · 

The Senate receded. 
(8} 
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TITLE OF THE RESOLUTION 

The House amendment also changed the title of the resolution to 
reflect the provision added by House amendment numbered 2. 

The Senate receded. 
Eo JoNEs, 
JosEPH P. VIGORITo, 

· DAVID R. BoWE.o.'f, 
RICHARD NOLAN, 
.ALVIN BALDus, 
JoHN KREBS, 
MATTHEw MoHuGH, 
BoB BERGLAND, 
WILLIAM C. WAMPLER, 
JAMES M. JEFFORDS, 
RICHARD KELLY, 

Managers on the Part of the Hou,ae. 
HERMAN E. TALMADGE, 
HUBERT H. HUMPHREY, 
GEORGE McGoVERN, 
·wALTER D. HuooLEsTON, 
PATRICK J. LEAHY, 
BoB DoLE, 
MILTON R. YoUNG, 
CARL T. CuRTIS, 

Managers on the Part of the Senate. 

fl.R. 723 
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S. J. Res. 121 

lF\intQ!,fourth ctongrtss of tht tinittd ~tatts of 2lmtrica 
AT THE FIRST SESSION 

Begun and held at the City of Washington on Tuesday, the fourteenth day of January, 
one thousand nine hundred and seventy-five 

joint Rtsnlntion 
To provide for quarterly adjustments in the support price for milk, and for 

other purposes. 

Resolved by the Se'ft(),te and House of Representati1tJes of th.e United 
States of America in Congress assmnl>led, That section 201 of the Agri~ 
cultural Act of 1949, as amended, is further amended by adding at 
the end thereof the following new subsection: 

" (d) Notwithstanding the foregoing provisions of this section, effec
tive for the period beginning with the date of enactment of this sub
section and ending on March 31, 1978, the support price of milk shall 
be established at 85 per centum of the :parity price therefore and shall 
be adjusted by the Secretary at the begmning of each quarter to reflect 
any estimated change during the immediately preceding quarter in 
the index of prices paid by farmers for production items, interest, 
taxes, and wage rates. Such support prices shall be announced by the 
Secretary not later than thirty days prior to the beginning of each 
quarter.". 

Viee President of the United States and 
President of the Senate. 

, 



FOR IMMEDIATE RELEASE JANUARY 30, 1976 

Office of the White House Press Secretary 

THE WHITE HOUSE 

TO THE SENATE OF THE UNITED STATES: 

I am withholding my approval from S. J. Res. 121, which would 
increase the Federal support price for milk and require mandatory 
quarterly adjustments, for the following reasons: 

1. It would saddle taxpayers with additional spending at a time 
when we are trying to cut the cost of government and curb 
inflation. 

2. It would stimulate excessive production of milk, discourage 
consumption, force the Federal government to increase purchases 
of dairy products under the milk support program and build up 
huge and costly surpluses. 

3. It would result in unnecessarily high consumer prices. 

Under this bill, government outlays would be increased by $530 million, 
including $180 million during the 1976-77 marketing year and $350 million 
during the subsequent 1977-78 marketing year. In addition, consumers would 
be required to pay an estimated $1.38 billion more at retail for dairy 
products over the next two years. 

If S. J. Res. 121 became law, the support level for milk would be set 
at 85 percent of parity, with adjustments at the beginning of each quarter, 
through March 31, 1978. This would result in substantial increases in the 
support level over the next two marketing years without taking into account 
either changing economic conditions or agricultural policies. 

In disapproving similar legislation last January, I said: 
reduce the demand for milk and dairy products by the increased 
provided in this legislation would be detrimental to the dairy 
A dairy farmer cannot be well served by Government action that 
product out of the market." This is still the case. 

"To further 
prices 
industry. 
prices his 

As far as this Administration is concerned, future changes in the 
price support level will be based, as in the past, on a thorough review of 
the entire dairy situation. Major economic factors, including the level 
of milk production, recent and expected farm prices for milk, the farm cost 
of producing milk, consumer prices and government price support purchases 
and budget outlays, will be considered. Elimination of this thorough review 
by mandating an inflexible support price would be inadvisable. 

' 



As you know, present legislation provides the Secretary of Agriculture 
with sufficient flexibility to increase the level of milk price supports 
between 75 and 90 percent of parity whenever the conditions indicate that 
an increase is necessary and advisable. The two increases announced by the 
Secretary of Agriculture last year--one in January and another in October-
should make it clear that this Administration intends to provide the price 
assurance dairy farmers need. 

In this regard, to ensure adequate milk price support levels, I have 
directed the Secretary of Agriculture to review support prices quarterly, 
starting April 1. If it appears necessary and advisable to make price 
support adjustments to ensure the supply of milk, the Secretary of Agriculture 
will do so. 

In vetoing S. J. Res. 121, I urge the Congress to join me in this 
effort to hold down Federal spendiqg, milk surpluses and consumer prices. 

THE loffiiTE HOUSE, 
January 30, 1976 

II 

GERALD R. FORD 

II 
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