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Calendar No. 51

941H CONGRESS SENATE RerorT
18t Session No. 94-53

EMERGENCY PRICE SUPPORT

MagcH 21 (l'egi;slativé day MarcH 12), 1975.—Ordered to be printed

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

REPORT
[To accompany H.R. 4296]

"The Committee on Agriculture and Forestry, to which was referred
the bill (H.R. 4296) to adjust target prices, loan and purchase levels
on the 1975 crops of upland cotton, corn, wheat, and soybeans, to pro-
vide price support for milk at 80 per centum of parity with quarterly
adjustments for the period ending March 31, 1976, and for other pur-
poses, having considered the same, reports favorably thereon with
amendments and recommends that the bill ‘(as amended) do pass.

SzorT EXPLANATION

H.R. 4296 amends the Agricultural Act of 1949 to establish an
emergency program for wheat, corn, upland cotton, soybeans, milk,
and tobacco.

Under the program, the target prices and loan levels for wheat,
feed grains, and upland cotton would be increased above the prices
and levels specified in the Agriculture and Consumer Protection Act
of 1973; a loan and purchase program would be made available to
soybean producers; the 1975 support price for manufacturing milk
would be established at 85 percent of the parity price therefor (with
quarterly adjustments) ; and the 1975 support price for tobacco would
be established at 70 percent of the parity price therefor.

e (Star Print) 3s-o10




Susmary or H.R. 4296, A8 AMENDED BY THE COMMITTEE

The bill, as amended by the Committee, consists of amendments
to the Agricultural Actof 1949. N
. i[i Under the bill, target prices and loan levels would be adjusted as

ollows:

A. For 1975, target prices would be increased to—

$3.10 per bushel for wheat from $2.05;

$2.25 per bushel for corn from $1.38 (with other feed
grains at comparable levels) ; and

$ 48 per pound for upland cotton from $.38.

B. For 1975, loan levels wonld be increased to—

$2.50 per bushel for wheat from $1.37;

$1.87 per bushel for corn from $1.10; and

$ 40 per pound for upland cotton from $.34.

C. For 1976, the target prices applicable in 1975 would be ad-
justed for changes in costs and yields. And for 1977, the ap-
plicable target price used as a base for adjustment would be that
established for 1976.

D. Loan levels for cotton, corn, and wheat for the 1976 and
1977 crops shall bear the same relationship to target prices as
existed for the 1975 crops. ‘

E. Target prices, loan levels, and payment rates for grain
sorghum and barley would be in relation to corn, as at present.

¥. For the period 1975 through 1977, non-recourse loans will
be available for 18 months for cotton and not less than 20 months
for wheat, corn, and soybeans.

IT. The bill requires that a loan and purchase program be made
available to producers of soybeans for the 1975 through 1977 crops
at a level reflecting the average relationship of soybean support levels
to corn support levels during the immediately preceding three years.
Under this formula, the 1975 loan level for No. 1 grade soybeans would
be $3.94 per bushel. ,

III. The bill requires—effective with the period beginning on the
date of enactment and ending March 31, 1976—that the support price
of manufacturing milk be established at not less than 85 percent of
the papity price therefor. In addition, the bill requires that the Sec-
retary of Agriculture—beginning with the second quarter of 1975—
thereafter adjust the support price for milk at the beginning of each
quarter to reflect prices paid by farmers for production items, interest,
taxes, and wage rates. Such estimated support prices would be an-
nounced not later than 30 days prior to the beginning of each quarter.
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IV. The rate of interest on commodity loans for the 1975 th
i;)t';’i;ﬂ;:é‘ﬁpg mailf liy the hCommodity CZ'edit Corporation wouli?iu
H : ? :
th%UI.‘S; 'I‘re%:ﬁ r;r ¥y on the ba,;ls of the lowest interest rate paid by
- Loans and purchases for the 1975 through 1977 ¢ f

shall be made available at levels reflecting t%le histoé(():g? gvsgg;a rI;-s
lationship of corn and soybean support levels. |

VI. CCC resales with respect to the 1975 through 1977 crops of

‘wheat, corn, grain sorghum, barley, or upland cotton shall not be

made at less than 115 percent of the establish i ' soybeans
at 115 percent of a comparable price Ievgl. ished price and for soy

VII. Tobacco price supports shall be at 70 percent of parity. ‘for the

1975 crop.




CoMMITTEE A MENDMENT

" The Committes amendment strikes all after the enacting clause of
H.R. 4296 and inserts in lieu thereof an amendment m the nature of
a substitute. The principal differences betwoen H.R. 4296 as passed by
the House and the bill as amended by the Committee axe as follows:
‘(1) Established Price for Upland Cotton for 1976

The House bill establishes the price of cotton at 45 cents per pound

for the 1975 crop. . )
The Commitlt)ee amendment increases the established price to 48

cents per pound for the 1975 crop.

(2) Established Prices for Upland Cotion, Wheat and Corn for 1976

and. 1977 |

The House bill does not deal with established prices or loan levels
for 1976 or 1977. . ) ) )

The Committee amendment provides that the established price for
the 1976 crops of upland cotton, corn, and wheat, will be based on the
1975 established prices as adjusted to reflect any change during the
calendar year 1975 in the index of prices paid by farmers for produc-
tion items, interest, taxes, and wage rates (excluding feed and feeder
livestock). Any increase that would otherwise be made shall be fur-
ther adjusted to reflect changes in yields,

The established prices for the 1977 crops of upland cotton, corn,
and wheat, shall be the established prices for the 1976 crops as adjusted
to reflect any change during the calendar year 1976 in the index of
prices paid farmers for production items, interest, taxes, and wage
rates (excluding feed and feeder livestock). Ang increase that would
otherwise be made shall be further adjusted to reflect changes in yields.

(8) Loan Levels for Upland Cotion for the 1976 Crop
The House bill establishes the loan level for upland cotton for the

1975 crop at 38 cents per pound.
The Committee amendment increases the loan level for upland cotten

for the 1975 crop te 40 cents per pound.

(4) Loan Levels for Upland Cotton, Wheat and Corn for the 1976
and 1977 COrop Years :

The House bill does not deal with loan levels for 1976 and 1977.

The Committee amendment extends the 1975 loan levels through the
1977 crop with negessary adjustments to maintain the same percentage
relationship betw¥n loan levels and established prices for the 1976
and 1977 crops of upland cotton, corn, and wheat as the 1975 loan
rates are to the 1975 established prices.
(5) Ewtension of Nonrecourse Loan Periods

The House bill provides that the nonrecourse loan period for upland

cotton (presently 10 months) would be made available for an addi-
tional term of eight months at the option of the cooperator.

4)
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The Committee amendment retains this provision, and provides that
nonrecourse loans for the 1975 through 1977 crops of wheat, corn, and
soybeans shall be made available for a term not less than 20 months
from the first day of the month in which the loans are made.

(6) Soybean Loan Levels for the 1976 and 1977 Crop Year

The House bill requires that a 1975 loan and purchase program be
made available to Froducers of soybeans at a level reflecting the aver-
age relationship of soybean support levels to corn suppert levels dur-
in%)}ée immediately preceding three years. : R
' Committee amendment extends this provision to apply to the

1976 and 1977 crop years.’

(7) Resale Level of Commodity Oredit Corporation Stocks 4
The House bill does not deal with this provision. :
The Committee amendment provides that the Commodity Credit

Corporstion shall not sell any of its stocks of wheat, corn, grain

sorghum, barley, or npland cotton at less than 115 per centum cﬁ the

established prices for such crops, nor sell any of its stocks of SOy~
beans at less than a comparable price,

(8) Price Support of Tobacco
The House bill does not deal with this provision.

The Committee amendment provides for the 1975 crop of tobaceo
a support level of 70 percent of the parity price. o
(9) Support Price of Milk ;

The House bill provides for a support price of milk at 80 percent
of the parity price. s

The Committee amendment raises the support price of milk to 83
percent of the parity price. ‘ : ’
(10) Storage costs ;

The Committee amendmept strikes the House provision that re-
quires the Secretary to establish the same terms and conditions relative
to storage costs and interest rates on nonrecourse loans made with
respect to upland eotton, wheat, and feedgrains. The same interest

rates already apply to all three crops. However, terms of storage costs
are different. ,

(11) Title of the bill : : ‘

The Committee amendment also amends the title of the bill to read
as follows: “An aet to adjust tar priees, loan and purchase levels
on upland cotton, corn, wheat, and soybeans, to provide price support
for milk at 85 per centum of parity with quarterly adjustments for the
period ending March 81, 1976, and for other purposes.” :




‘NEep ¥or LrGsLaTioN

‘When Congress was developing the Agriculture and Consumer Pro-
tection Act of 1973 economic forces were taking shape that would
render this Act, specifically the provisions for established prices and
loan levels, totally ineffective. The events were as diverse as crop short-
falls in the United States and around the world, the floating of the
dollar, detente with the USSR and China, and the forming of OPEC
into a dominant economic force. :

The cumulative effect of these events has been rapidly escalating
production costs for agriculture. The index of prices for production
items surged 35 percent in the past 2 years. Within this large index
many components have increased far more than the total. Many of the
components that have expanded most rapidly are critical to crop pro-
duction. For example, the price of motor supplies increased 46 percent,
fertilizer prices leaped 104 percent, seed prices jumped 76 percent and
average interest levels expanded about 47 percent. :

In addition, farmland prices have increased by over 40 percent since
1972. This increases crop production costs not only due to the higher
land costs but also because of additional interest charges, and higher
taxes. This is true even if rates of the latter two are constant, but they
have both been on the rise, further compounding costs.

Many crop farmers have been able to cope with rising costs the past
2 vyears because the prices for their products have been at relatively
high levels as a result of low production levels and record demand at
home and abroad. However, both demand and supply could easily
change over the upcoming year. ‘

The livestock industry, which is the market for a large share of our
€rops, is experiencing widespread contraction, and therefore a sharp
reduction in demand for grain and meal is occurring. .

Not only has the domestic economic recession had an adverse im-
pact on demand ; the worldwide economic downturn is also being felt.
The cancellation of export contracts by several foreign buyers and
general weakening of world prices both point to a contracting export
market with resulting declines in demand for U.S. farm products.

In the face of this weakening demand, there is the distinet possi-
bility of bumper crops this year. Current planning intentions indicate
that farmers plan to plant slightly fewer acres to corn, soybeans, and
spring wheat than last year. But with average weather and more nor-
mal yields, total production would far exceed last year's flood, drought
and frost plagued erops. Virtually overnight, huge crop. surpluses
i‘eg,tive to demand would develop and precipitous price declines would

ollow,

The economic rationale for both established prices and loan levels is
to lend stability to the markets of the respective commodities. To do
this, established prices must approximate total cost of production, and
loan levels should approximate variable costs.

(6)
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There is almost universal agreement that the current loan and target
price provisions in the Agriculture and Consumer Protection Act of
(1197 3lare woefully inadeguate to provide stability if surpluses should

evelop, : ~

ThepSecretary of Agricultute, in testimony before the Committee,
said that the Department of Agriculture had estimated current costs
of production figures for wheat, corn, and cotton. The figures he cited
for wheat costs were applicable to Kansas and were $2.50 per bushel
for total costs and $1.54 for variable or cash costs. For corn in Indiana;
the total cost level was placed at $1.79 per bushel and variable costs at
$1.12 per bushel, dnd for cotton in the Delta of Mississippi they esti-
mated total costs at 48 cents per pound and variable costs at about 41
cents per pound. . - \

Clearly these costs are far i excess of the current target prices and
loan levels—wheat $2.05 and $1.37; corn $1.38 and $1.10; and cotton 38
cents and 34.3 cents respectively. This is true even though the Depart-
ment choices of production areas were in every case some of the most
efficient and lowest cost production areas in the country. Therefore,
the disparity between current levels and production cost for other
areas would be greater. ]

- These higher production costs were confirmed by literally hundreds
of witnesses that testified before this Committee in 2 weeks of hearings
in Washington, D.C., as well as numerous field hearings. They rwere
further certified by data submitted, upon request, by many of the
State agricultural experiment stations, s - N

Ranges of Projected Production Costs Per Unit for 1975

Total cost* g Variable costs®
‘Wheat/bu. $2.56-84.13 $1.63-$2.80
Corn/bu. $1.82-$2.42 - $1.27-81.87
Cotton/1b. $.45-8.52 $.35-5.4
Soybeans/bu. $3.63-$5.78 $1.84-83.65

*Compiled from data submitted to the Committee by the State agrieultural é'xperlm&ﬁ
stations. : . B . Cv i

Without the stabilizing influence of realistic'target prices and loan
levels wide swings in production and prices can be expected. Already
cotton planting intentions are off by 29 percent from last year. This is
clearly the result of the precipitous drop in cotton pricés to below cost
of production levels.

The acreages that are being withdrawn from cotton could be
switched to soybeans or-feed grains because these prices, though
sharply lower than a few moenths ago, continued to offer farmers some
possibility for profits. But the lag between planting and harvest could
see prices go to the loan levels which are the effective price floors.

is would throw the crop sector into an economic crisis parallel
to the present situation in livestock. The following year farmers—
those still in business—would sharply reduce plantings. In 1976, there
could very well be shortages and price surges.

Severe instability in crop prices means not only wide swings in
availability of crops, but throws additional uncertainty into livestock
production. This sector is already in deep trouble.
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The whipsaw changes in prices and persistent upward trend of costs,
however, endanger not only agriculture, but the entire economy.
Agricultural instability causes particular hardships for rural Amer-
ica where agriculture is the dominant economic activity. Even though
relatively few people are directly employed in agricultural produc-
tion, thousands of other people are engaged in providing goeods and
services to farmers. :

When agriculture and rural America suffer economic setbacks, the
problem is quickly transmitted to all other sectors of the econemy.

ot only will the supply of food and fiber decline or be irregular, but
demand for machinery, clothes, and automoblies will drop. In fact,
rural demand for all goods and services will decline. This means fewer
jobs in Detroit, Cleveland, Atlanta, and every other production center
in the country. : o

Agriculture is the base of our economy and food is a basic need. We
cannot afford losses in production or economic instability in this sec-
tor.

. The focus of our agricultural programs is on the basic crops. This
is appropriate because these crops are the base of all food, whether it
is derived from crops or livestock. Stability for these crops results in
neral stability for agriculture. It also assures adequate food and
rion a regular and reasonable basis for all Americans.
-+ The codf swings of the past'2 years are as large or larger than most
farmers have ever 'seen. The clianges have been so rapid that farmers
have been unable to make many. production changes that could reduce
costs. However, a large share of the shifts and the factors that have
caused them are beyond individual control. This does not mean that
we cannot respond to these problems, minimize their effect, and, in
time, resolve their distortiomns.

Variability in weathég, and yields is not new. The need that all
people have for food is bagic. The need for foreign currency earnings
from agricultural exports is becoming greater with every passing day.
The need to have costs covered by revenues if production is to continue
is well understood. That reasonable stability is imyerative to economic
normalcy and growth is very clear. This Is;gislanon recognizes these
very oritical .points and provides for a constructive response to the
needs of all Americans. :

ComMmrTrEE CONSIDERATION

I'

Although the Agriculture and Consumer Protection Act of 1973
was signed into law on August 10, 1973, it became apparent that the
price and ineome protection afforded by this legislation was totally
inadequate just one year later. To secure the passage of legislation
which would not be vetoed, the Senate hag been forced to compromise
the original target prices established in the Senate bill. Had the tar-
get prices of the Senate bill—$2.28 per bushel for wheat, $1.53 per
bushel for corn, and 43 cents per pound for cotton—been maintained,
the income protection for farmers would have been more nearly ade-
quate, particularly since under the Senate bill the cost of production
increase would have applied for the current year’s crop. Thus, under
the original Senate bill, the target prices would now be $2.64 per
bushel for wheat, $1.77 per bushel for corn, and 50 cents per pound for
cotton.

However, the legislation that was enacted in 1973 provided target
prices of only $2.05 per bushel for wheat, $1.38 per bushel for corn,
and 38 cents per pound for cotton for both the 1974 and 1975 crops.
These levels are far below the farmer’s cost of production. Because
under the farm law that was enacted the cost of production increases
will not take effect until 1976, farmers were not given an increase in
target prices to reflect the huge increase in the cost of production that
occurred in 1974, . :

It became evident late last year that the Congress would have to:
deal with legislation to provide more adequate price and income pra-
tection for farmers. Also, it was clear that the Congress would have.
to make a decision on whether to establish government-held crop
reserves. Therefore, the Chairman of the Committee announced on
September 23, 1974, that the Committee on Agriculture and Forestry
would re-examine basic farm legislation as its first order of business
in 1975. In an attempt to stimulate greater awareness of the issues.
involved and to receive widespread comment from the Nation, it was
announced that Amendment No. 1348 to S. 2005 would be used. as &
vehicle for hearings. This bill and amendment, introduced by Senator
Humphrey, was mailed to farm organizations, consumer groups, and
other interested parties all over the country. Approximately a thou-
sand copies of this bill and its explanation were mailed and numerous
comments were received. e :

With the beginning of the 94th Congress, the Committee on Agri-
culture and Forestry held two weeks of hearings—the first and third
weeks of February. One hundred and sixty-four witnesses were heard
and numerous additional statements were received for the hearing
record. S : ,
- (9)
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These hearings included all basic agricultural commodities, the Pub-
lic Law 480 program, and the Food Stamp Program. In addition to
commodities covered by the Agriculture and Consumer Protection Act
of 1973, the Committee held hearings on commodities that are included
in permanent legislation—rice, peanuts, and tobacco. The Committee
heard extensive testimony from the hard-hit livestock sector.

As farm prices continued to fall, it became apparent that farmers
desperately needed price and income protection for the 1975 crop.
Without some guarantees of minimum prices, thousands of farmers
were unable to make intelligent plans for the planting of their 1975
crops. Moreover, many farmers were experiencing great difficulty in ob-
taining financing to produce certain commodities because of the great
uncertainties in agricultural prices. Therefore, the House Committee
on Agriculture began to wopk on emergency one-year legislation that
would increase target prices and loan levels for certain commodities.

The House Committee on Agriculture was able to report its emer-
gency legislation on March 11. On March 19 the House began consid-
eration of IL.R. 4296 on the floor and it completed action on March 20.

This Committee realized that it would be impossible to secure the
passage of a bill to thoroughly revise basic farm law, the Food Stamp
Act, and Public Law 480 in time to give farmers any indication of
what their planting intentions should be. Therefore, it elected to con-
cur with the House in passing an emergency bill. The Committee felt,
however, that farmers should have price protection of more than one
year. The Committee did not wish to permit a reversion of the target
prices and loan levels to the disastrously low levels that are currently

in the law.
I1.

‘There has never been a time of more uncertainty and fear in the
agricultural economy. While farmers have seen thelr costs skyrocket,
they have no assurance that they will be able to pass along these n-
creased ‘costs in the prices of the products they market. Many farmers
are giving up and going out of production all together. '

The Committee felt that it was extremely important to bolster sag-
ging morale in the agricultural sector if we are to have the abundant
production that is needed to provide food and fiber for Americans and
to meet our humanitarian responsibilities to the hungry people around
the globe. It did not feel that we could be assured of such abundant
production if we only give farmers price and income protection for
the 1975 crop year. Therefore, the Committee agreed to apply the cost
of production adjustment to the target price levels that are established
for 1975 in the bill. It also amended the House bill to maintain the
relationship between the loan level and the target price that is estab-
lished for 1975 for the 1976 and 1977 crop years as well. The Com-
mittee felt that the provision of this kind of price assurance for three
years will enable farmers to make sophisticated planting decisions and
will stabilize their financial positions.

The Committee was not satisfied with the current index that is used
in determining cost of production increases. Therefore, it agreed that,
for the purposes of this bill, the index of prices paid by farmers for
production items, interest, taxes and wage rates would not include
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feed and feeder livestock. It felt that these two items had no relevance
to the determination of changes in the cost of producing crops. More-
over, even with this adjustment, the Committee is not satified with the
index of prices paid by farmers for production items, interest, taxes
and wage rates. The Committee requests that the Secretary of Agri-
culture submit to the Committee—not later than 60 days after the
enactment of this bill—his proposed revisions and recommendations
for making the index a more appropriate standard for determining
cost of production changes for crops. '

The Committee realizes that if we have bumper crops of wheat, feed
grains, cotton, and soybeans and if world demand drops precipitiously,
we could have substantial overproduction and there would be a need
for the government to accumulate large stocks.

Our farmers have traditionally feared government accumulation
of large stocks because they have always acted as a price depressant.
Therefore, the Committee agreed that for the 1975, 1976, and 1977
crop years, the Commodity Credit Corporation could not sell any of
its stocks of wheat, feed grains, and upland cotton at less than 115 per-
Cﬁnt of the target prices for these crops, plus reasonable carrying
charges. ‘

The Committee concurred with the provision of the House bill re-
quiring that a loan program for soybeans be established. Under this
provision of the House bill, the Department of Agriculture would have
to make available to producers of soybeans a loan at a level reflecting
the average relationship of soybean support levels to corn support
levels during the immediately preceding three years, Under this pro-
vision, the 1975 loan level for No. 1 grade soybeans would be $3.94 per
bushel. The Committee amendment would require that the Commmﬁty
Credit Corporation’s resale price on soybeans maintain a fixed rela-
tionship to the resale price for corn under this provision. This resale
Frlce for soybeans would be determined by multiplying the soybean
oan rate by a percentage obtained by dividing 115 percent of the corn
established price by the corn loan rate. Under this formula, the resale
price of soybeans for the 1975 crop would be $5.46. ’

The Committee did not feel that the target price and the loan level
established for cotton for the 1975 crop year were adequate to meet
costs of production. Therefore, the Committee agreed to raise the
target price and loan level for upland cotton to 48 cents and 40 cents
respectively. Even with this increase, the target price for cotton for
1975 would be only 64 percent of parity and the loan level would be
only 53 percent of parity. This level of support is lower than that
provided for any other commodity covered by the Committee bill.

The Committee amendment would increase the support price of
manufacturing milk from 80 to 85 percent of parity for the marketing
year ending March 81, 1976. The Committee has been extremely con-
cerned about the continued depletion of dairy herds and the bank-
ruptey of thousands of American dairy farmers. Tt felt that we should
never allow ourselves to be as dependent on foreign countries for our
supply of milk as we are currently dependent on foreign nations for
our supply of oil. Therefore, it felt that we should provide a level of
price support that will enable dairy farmers to stay in business.
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The House bill requires quarterly adjustments of the support price
for manufacturing milk. The Senate bill retains this provision an
makes a minor change to clarify the provision requiring the announce-
ment, of these quarterly adjustments. The Senate amendment makes
it clear that the Secretary will announce the quarterly adjustment in
support prices not later than 30 days prior to the beginning of each

uarter. .

4 The House bill had provided for an additional 8 month loan for cot-
ton at the option of the cooperator. The Committee agreed to provide
a comparabfe provision for wheat, feed grains, and soybeans. Under
current administrative practice, nonrecourse loans are dvailable to
wheat, and corn producers for the twelve-month marketing year. The
Coommittee amendment to provide an additional 8 months will mean
that, for the 1975, 1976, and 1977 crops, nonrecourse loans will be
available for the producers of wheat, corn, and seybeans for a term of
not less than 20 months.

The House bill required that the Secretary establish the same terms
and conditions for storage costs and interest rates on all nonrecourse
loans made for upland cotton, wheat, and feed grains. The same inter-
est rates already apply for all these commodities. However, the Com-
mittee did not feel that it should require the same terms and condi-
tions for cottan that apply to feed grains and wheat. Practically all
cotton must be stored in commercial warehouses. The major part of the
wheat and feed grains are stored on the farm. Thus, the Committee
felt that it Wmalgr be inappropriate to require the same storage prac-
tices for all commodities.

The Senaté bill also includes a provision which would establish
price supports for tobacco for the 1975 crop at 70 percent of parity.

“This level would be slightly higher than the estimated levels for this
- year under existing law. The loan levels in 1975 under existing law.
would be 96.1 cents per pound for hurley and 93.2 cents a pound for
Flue-cured. ., T . :

The same increased production costs experienced for other crops
also affect tebacco. Therefore, the Committee felt it necessary to take
this action to protect tobacco farmers in their efforts to remain in
business. , . ,

. The importance of the action being proposed by the Committee in
this bill, as it relates to cotton, is to assure that adequate supplies of
this essential fiber will continue to be available in the future. Prices
now being paid to farmers for their cotton are well below the cost of
production. 1975 cotten planting intentions are now indicated to be
only about 10 millien acres, down about 30 percent from last year.
World cotton plantings are also indicated downward. These down-
turns in cotton production plans and prices are directly due to de-
pressed economic conditions here and around the world. When these
conditions are turned around—which hopefully will begin sometime
during 1975—demand for cotton fiber will respondaccor%g ly. Much
of the current demand-slump for cotton goods is a “deferred” type of
demand, meaning that there is a demand build-up ogcurring now,
which, when economic conditions improve, will be expressed in the
market, along with normal demand for these goods. An example of this
will likely be seen in the housing industry where enormous amounts

13

of cotton goods are utilized in the form of carpets, draperies, bedding
materials, ete.

Unless care is taken now to (1) hold onto the 6 million bales of cot-
ton that are now projected as being above current needs and (2) avoid
further cuts in 1975 planting imtentions, supplies of cotton will not be
sufficient to meet such impraved economic conditions. And should that
happen, raw cotton prices would ‘very likely swing sharpl upward,
with the prices of the consumer goods made from this gber being
pushed up accordingly. = .~ "

Therefore, the provisions in this bill relating to cotton, in the judg-
ment of the Committee, are as.important to the American consumer
as they are to the American cotton producer. :

The target prices, loan.levels, higher CCC resale prices, and ex-
tended nofirecourse loan periods provided in this bill are all designed
to provide not only sufficient income and price protection for farmers,
but also to insure—on behalf of American consumers—that farmers
will have sufficient incentive to produce at. maximum levels during the
1975 crop year. Current reserve lovels of wheat, feed grains, and soy-
beans are dangerously low, especially from the standpoint of being
able to absorb any additional adverse weather conditipns -or abrupt
changes in world market demands that might occur beyond the 1975
crop year. Therefore, any excess stocks of W%xe,at, feed grains, and soy-
beans that will -be. forthcoming from 1975 harvests can be held as a
cushion against crop failures: or changes in world demand in the
future. The importance of this (on a limited basis only) is to restore
supply ‘and price stability of these commadities as related to our Na-
tion’s animal and: poultry. industries. Animal and poultry producers
this past year and eme:lslf have been forced to reduce their animal
and bird numbers due to.excessively high feed and other related costs.
Buch liquidations, in turn; centribute to shortages of meat, milk, eggs
and poerk supplies for consumers, thus causing sharp upswings in
wholesale and retail fiood prices. Aml as weeent events have demon-
strated, once theseeonsumer retail prices have béen pushed to higher
levels, they seldom ‘drop back down when prices paid to farmers for
theq{g grains or hvestot(};k fali, o ;

e provisions in this bill address these needs; yet, in the judgmen
of the Committee, the bill minimizes Govemm’egt‘ ::osts, tlge r%sk o%
returnmg to excessive surpluses; and excessive lowering of export
values of these commodities in world markets. ‘



SecTION-BY-SECTION ANALYSIS r

The bill being reported by the committee consists of two sections
amending the Agricultural Act of 1949,

SECTION 1. ESTABLISHED PRICES) LOAN LEVELS

Section 1 adds a new section 108 to the act.
Subsection (a) of the new section provides that the established price
for the 1975 crops of upland cotton, corn, and wheat shall be 48 cents
per pound, $2.25 per bushel, and $3.10 ﬁer bushel, respectively.
As under existing law, no payment will be made if the average mar-
ket price received by producers during the first five months of the mar-
keting year—or in the case of upland cotton, during the calendar year
in which the crop is planted—remains at or above the target level. If
. the average market price for the stated period dr:ﬁ)s below the target
level, a anment on the allotment (for cotton, the acreage planted
within the allotment) will be made to eligible producers equal to the
difference between the target price and the higher of the loan level or
the average market price. '
Subsection (a) of the new section also provides that the 1975 es-
tablished prices shall be applicable to 1976 as adjusted to reflect any
change during the calendar year 1975 in the index of prices paid by
farmers for production items, interest, taxes, and wage rates (exclud-
ing feed and feeder livestock). Any increase that would otherwise be
made in the established prices to reflect & change in the index of prices
paid by farmers shall be adjusted to reflect changes in yields.
Subsection (a) of the new section also provides that the 1976 es-
tablished prices shall be applicable to 1977 as adjusted to reflect any
change during the calendar year 1976 in the index of prices paid b
farmers for production items, interest, taxes, and wage rates (exclud-
ing feed and feeder livestock). Any increase that would otherwise be
made in the established prices to reflect a change in the index of prices
paid by farmers shall be adjusted to reflect changes in yields. ,
Subsection (a) of the new section also provides, as under existing
law, that the payment rate for grain sorghums, and, if designated by

. the Secretary, barley, for the 1975 through 1977 crops shall be such rate
as the Secretary determines fair and reasonable in relation to the rate
at which payments are made available for corn.

Subsection (b) of the new section requires that the Secretary shall
make available to producers loans and purchases on the 1975 crops of

- upland cotton, corn, and wheat at 40 cents per pound, $1.87 per bushel,
and $2.50 per bushel, respectively.

Subsection (b) of the new section also provides that the 1975 loan
levels shall be applicable to the 1976 and 1977 crops as adjusted so
as to maintain the same percentage relationship to the established
prices for the 1976 and 1977 crops o% upland cotton, corn, and wheat as
the 1975 loan rates are to the 1975 established prices.

(14)
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Subsection (c) of the new section requires that the rate of interest
on commodity loans made by the Commodity Credit Corporation for
the 1975 through 1977 crops shall be established quarterly on the basis
of the lowest current interest rate on ordinary obligations of the
United States. :

Subsection (d) of the new section provides that the nonrecourse
loan for the 1975 through 1977 crops of upland cotton (presently 10

‘months) shall be made available for an additional term of eight

manths, at the option of the cooperator. Nonrecourse loans for the
1975 through 1977 crops of wheat, corn, and soybeans shall be made
available for a term not less than 20 months from the first day of the
month in which the loans are made. ’ ‘

Subsection (e) of the new section requires that the Secretary make
available to producers loans and purchases on the 1975 through 1977
crops of soybeans at such levels as reflect the historical average rela-
tionship of soybean support levels to corn support levels during the
three years immediately preceding the year for which the support
level for soybeans is established.

Subsection (f) of the new section provides that, with respect to the
1975 through 1977 crops, the Commodity Credit Corporation shall not
sell any of its stocks of wheat, corn, grain sorghum, barley, or upland
cotton at less than 115 per centum of the established prices for such
crops, plus reasonable carrying charges. The Corporation is also pro-
hibited from selling any of its stocks of soybeans for such crop years
at’less than a price determined by multiplying the soybean loan rate
by a g)ercentage obtained by dividing 115 per centum of the corn estab-
lished price by the corn loan rate. :

Subsection (g) of the new section provides that for the 1975 crop
of any kind of tobacco for which marketing quotas are in effect, or
for which marketing quotas are not disapproved by producers, the
level of support shall be 70 per centum of the parity price.

SECTION 2. DAIRY PRICE SUPPORT FOR 1975

Section 2 adds a new subsection (d). to section 201 of the Agricul-
tural Act of 1949. The new subsection requires—effective with the
period beginning on the date of enactment and ending March 31,1976—
that the support price of manufacturing milk be established at not
less than 85 percent of the parity price therefor. The Secretary of
Agriculture—beginning with the second quarter of 1975—is to there-
after adjust the support price for milk at the be%inning of each quar-
ter to reflect changes in prices paid by farmers for production items,
interest, taxes, and wage rates. Such support prices are to be announced
not later than 30 days prior to the beginning of each quarter..
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In accordanae with section 252 of the Legislative Reérgsmizé‘t@on
Act of 1970, following are the Committee estimates of the costs which
would be incurred in carrying out the provisions of the bill. No for-
mal estimates of costs have been received from the Department of
Agriculture. o , o o S
‘ %r ch costs as would. be incurred under the provisions of this bill
Wo'ulf  depend upon a variety of factors, including domestic and world
production of grains, domestic and world economic conditions an
the resulting market prices based on the demands on our agricultural
productivity. . o .

WHEAT PROGRAM GCOSTS

_ Under the bill, the established price for wheat for 1975 is set at
$3.10 per bushel, and the loan level at $2.50. : :

.~ The payment cost exposure of the Government amounts to $17.5
million for each one cent that the market price is below the target
fp}tibé‘ and the range of possibility lies between these two as follows:

Average Market Price . Bstimated Oost
‘{3‘&’& %"%ﬁ?ﬁf’ ' (mtgian ao?lsara)
00 : . No payments
B ~ $17.5
10 o : 175.0
40 o 700.0 .
80 : : 1,050.0

Thus, the maximum payment exposure for wheat is $1,050.0 million.
However, current, cash market prices are above target prices, and the
December Kansas City futures reflected $3.71; therefore no payments
are anticipated on the 1975 crop. ~ ’

' CORN AND OTHER FEED GRAINS

Under the bill, the established price for corn for 197 5 is set at $2.25
per bushel, and the loan level at $1.87 and other grains in relation.

The cost exposure of the Government amounts to $59 million for
each one cent that the market price for corn is below the target price
and the range of possibility lies between these two as follows:

Average EorektetPl:goe Efatgz%«;ﬁrgost
B(gqu:l‘mm}wl)e (million dollars)
' .00 No payments

01 $59. 0

10 590.0

20 1,180.0

38 2,942. 0

(18)
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Thus, the maximum payment exposure for corn is $2,242.0 million
and for all feed grains amounts toxg2,774.0 million. However, current
cash market prices are above target prices, and the December Chica
futures reflects $2.57; therefore no payments are anticipated on the
1975 crop.

COTTON !

Under the bill, the established price for cotton for 1975 is set at
48 cents per pound and the loan levegat 40 cents.

The payment cost exposure of the Government amounts to $52.5
million for each one cent that the market price is below the target
price, and the range of possibilities lie between these two as follows:

Average Markes Price Bstimated Cost

Below Target Price Brposure
(cents per bushel) {million dollars)
00 No payments
01 $52.5
05 22,5
08 420.0

Thus, the maximum payment exposure for cotton is $420 million.
Inasmuch as current market prices are in the 40-cent range, the cost
could reach the maximum of $420.0 million. However, the December
futures reflects a price of about 44 cents, If this prevails, the cost could
be substantially less.

SOYBEANS

With a loan value established at $3.94—a level substantially below
current market prices—no costs are anticipated under this bill.

TOBACCO

Price supports are established at 70 percent of parity for Burley and
Flue-cured tobacco. Based on February 1975 parity prices, this would
result in a loan level of $1.06 for Burley and $1.02 for Flue-cured for
the 1975 crop only. ' ‘

The market price for the 1974 crop averaged $1.14 for Burley and
$1.05 for Flue-cured. This was substantially above the 1974 loan level.
IMarlket prices for the 1975 crop should also be substantially above loan

evels,

While some loans may be made, it is not anticipated that any losses
will occur. For fiscal year 1974, there were no losses on CCC Com-
modity Inventory Operations on Tobacco.

DAIRY FPRODUCTS

Dairy price supports were established at 85 percent of parity for the
period ending March 31, 1976.

At the present time, price sugports for dairy products are at $7.24
per hundredweight. Based on February parity prices, 85 percent of
parity amounts to $7.84 per hundredweight.

Cost estimates provided by the Department of Agriculture indicate
an additional cost of approximately $160 million,

S. Rept. 94-58——3 4




Crances v Existing Law

In compliance with subsection (4) of rule XXIX of the Standing
Rules of the Senate, 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, existing law in which
no change is proposed is shown in romsan) : ‘

AGRICULTURAL ACT OF 1949 -
AN ‘ACT~T0 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 I—BASIC AGRICULTURATL COMMODITIES

* * * % #* * ) *
(Nore. For effect on the provisions of this section, see sec, 108 below).

PRICE SUPPORT FOR 1961 AND SUBSEQUENT YEAR§ (COTTON)

Szc. 108. (a) Notwithstanding the provisions of section 101 of this
Act, price support to cooperators for each crop of upland cotton, be-
ginning with the 1961 crop, for which producers have not disapproved
marketing quotas shall be at such level not more than 90 per centum of
the parity price therefore nor less than the minimum level prescribed
below as the Secretary determines appropriate after consideration of
the factors specified in section 401(b) of this Act. For the 1961 crop
the minimum level shall be 70 per ecentum of the parity price therefor,
and for each subsequent crop the minimum level shall be 65 per cen-
tum of the parity price therefor: Provided, That the price support
for the 1964 crop shall be a national average support price which re-
flects 30 cents per pound for Middling one-inch cotton. Price support
in the case of noncooperators and in case mdarketing quotas are (i)isap-
proved shall be as provided in section 101(d) (2) ;ﬁg (5).

(b) [See (¢) below.]

(c) [Subsections (b% and (c¢) were added by the Act of April 11,
1964, P.L. 88-297, 718 Stat. 174, but were applicable only to the 1964
and 1965 crops of cotton.)

(d) [Subsection (d) was added by the Food and Agriculture Act
of 1965, P.L. 89-821, 79 Stat. 1194, Nov. 8, 1965. It was effective with
respect to the 1966 through 1969 crops of cotton and was extended to
the 1970 crog by P.L. 90-559, 82 Stat. 996, Oct. 11, 1968.]

(e) (1) The Secretméy shall upon presentation of warehouse re-
ceipts reflecting accrued storage charges of not more than 60 days

(18)

19

make available for the 1971 through 1977 crops of upland cotton to
cooperators nonrecourse loans for a term of ten months from the first
day of the month in which the loan is made at such level as will reflect
for Middling one-inch upland cotton (micronaire 8.5 through 4.9) at
average location in the United States 90 per centum of the average
price of American cotton in world markets for such cotton for the
three-year period ending July 31 in the year in which the loan level
is announced, except that if the loan rate so calculated is higher than
the then current level of average world prices for American cotton ot
such quality, the Secretary is authorized to adjust the current calcu-
lated loan rate for cotton to 90 per centum of the then current average
world price. The average world price for such cotton for such pre-
ceding three-year period shall be determined by the Secretary an-
nually pursuant to a published regulation which shall specify the pro-
cedures and the factors to be used by the Secretary in making the
world price determination. The loan level for any crop of upland cot-
ton shall be determined and announced not later than November 1 of
the calendar year preceding the marketing year for which suchloan is
to be effective. Notwithstanding the foregoing, if the carryover of up-
land cotton as of the beginning of the marketing year for any of the
1972 through 1977 crops exceeds 7.2 million bales, producers on any
farm harvesting cotton of such crop from an acreage in excess of the
base acreage allotment for such farm shall be entitled to loans and
purchases only on an amount of the cotton of such crop produced on
such farm determined by multiplying the yield used in computing
payments for such farm by the base acreage allotment for such farm.
(2) Payments shall be made for each crop of cotton to the pro-
ducers on each farm at a rate equal to the amount by which the
higher of— : .

(1) the average market price received by farmers for upland
cotton during the calendar year which includes the first five
months of the marketing year for such crops, as determined by
the Secretary, or '

(2) the loan level determined under paragraph (1) for such
cro

is less t%an the established price of 38 cents per pound in the case
of the 1974 and 1975 crops, 38 cents per pound adjusted to reflect any
change during the calengar year 1975 in the index of prices paid by
farmers for production items, interest, taxes, and wage rates in the
case of the 1976 crop, and the established price for the 1976 crop ad-
justed to reflect any change during the calendar year 1976 in suech
index in the case of 1977 crop : Provided, That any increase that would
otherwise be made in the established price to reflect & change in the
index of prices paid by farmers shall be adjusted to reflect any change
in (i) the national average yield per acre of cotton for the three calen-
dar years t{)lrecedmg the year for which the determination is made,
over (ii) the national average yield per acre of cotton for the three
calendar years preceding the year previous to the one for which the
determination is made. If the Secretary determines that the producers
on a farm are prevented from planting any portion of the allotment
to cotton because of drought, flood, or other natural disaster, or condi-
tion beyond the control of the producer, the rate of payment for such
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portion shall be the larger of (A) the foregoing rate, or (B) one-
third of the established price, 1f the Secretary determines that, be-
cause of such a disaster or condition, the total quantity of cotton which
the producers are able to harvest on any farm 1s less than 6694 percent
of the farm base acreage allotment times the average yield established
for the farm, the rate of payment for the deficiency in production
below 100 percent shall be the larger of (A) the foregoing rate, or
(B) one-third of the established price. The pa.{mept rate with respect
to any producer who (i) is on a small farm (that it, a farm on which
the base acreage allotment is ten acres or less, or on which the yield
used in making payments times the farm base acreage allotment is
five thousand pounds or less, and for which the base acreage allotment
has not been reduced under section 350(f), (ii) resides on such farm,
and (iii) derives his principal income from cotton produced on such
farm, shall be increased by 30 per centum; but, notwithstanding para-
graph (3), such increase shall be made only with respect to his share
of cotton actually harvested on such farm within the quantity specified
in paragraph (3). . ‘

(3) Such payments shall be made available for a farm on the
quantity of upland cotton determined by multiplying the acreage
planted within the farm base acreage allotment for the farm for the
crop by the average yield established for the farm: Provided, That
payments shall be made on any farm planting not less than 90 per
centum of the farm base acreage allotment on the basis of the entire
amount of such allotment. For purposes of this paragraph, an acreage
on the farm which the Secretary determines was not planted to cotton
because of drought, flood, other natural disaster, or a condition beyond
the control of the producer shall be considered to be an acreage planted
to cotton. The average yield for the farm for any year shall be deter-
mined on the basis of the actual yields per harvested acre for the three
preceding years, except that the 1970 farm projected yield shall be sub-
stituted 1n lieu of the actual yields for the years 1968 and 1969 : Pro-
vided, That the sctual yields shall be adjusted by the Secretary for

abnormal yields in any year caused by drought, flood, or other natural -

disaster: Provided further, That the average yield established for the
farm for any year shall not be less than the yield used in making pay-
ments for the preceding year if the total cotton production on the farm
in such preceding year is not less than the yield used in making pay-
ments for the farm for such preceding year times the farm base acre-
age allotment for such preceding year- (for the 1970 crop, the farm
domestic allotment). ; : '

(4} (A) The Secretary shall provide for a set-aside of cropland if
he determines that the total supply of agricultural commodities will,
in the absence of such a set-aside, likely be excessive taking into ac-
count the neeed for an adquate carryover to maintain reasonable and
stable supplies-and prices and to meet a national emergency. If a set-
aside of cropland is in effect under this paragraph (4), then as a con-
dition of eligibility for loans and payments on upland cotton the pro-
ducers on a farm must set aside and devote to approved conservation
uses an acreage of cropland equal to (i) such percentage of the farm
base acreage allotment for the farm as may be specified by the Secre-
tary (not to exceed 28 per centum of the farm base acreage allotment),
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plus; if required by-the Secretary, (ii) the acreage of cropland on the
farm devoted in preceding years to soil conserving uses, as determined
by the Secretary. The Secretary is authorized for the 1974 through
1977 crops to limit.the acreage. planted to upland eotton on the farm
in excess of the farm base acreage allotment to a percentage of the
farm base acreage allotment. The Secretary shall permit producers to
plant and graze on set-aside acreage sweet sorghum, and the Secre-
tary may permit, subject to such terms and conditions as he may pre-
scribe, all or any of the set-aside acreage to be devoted to hay and
grazing or the production of guar, seasame, safflower, sunflower, castor

‘beans, mustard seed, crambe, plantago ovato, flaxseed, triticale, oats,

rye, or other commmodity, if he detérmines that such production is
needed to provide an adequate supply, is not likely to increase the cost
of the price-support program, and will not adversely affect farm
income. . N ‘ ‘

(B) To assist in adjusting the acreage of commodities to desirable
goals, the Secretary may make land, diversion payments, in addition
to the payments authorized in subsection (e)(2), to producers on a
farm who, to the extent prescribed by the Secretary, devote to ap-
proved conservation uses an acreage of cropland on the farm in addi-
tion to that required to be so devoted under subsection (e) (4) (A). The
land diversion payments for a farm shall be at such rate or rates as
the Secretary determines to be fair and reasonable taking into con-
sideration the diversion undertaken by the producers and the produc-
tivity of the acreage diverted. The Secretary shall limit the total acre-
age to be diverted under agreements in any county or local community
so as not to adversely affect the economy of the county or local
community. o o

(5) The upland cotton program formulated under this section shall
require the producer to take such measures as the Secretary may deem
appropriate to protect the set-aside acreage and the additional diverted
acreage from erosion, insects, weeds, and rodents. Such acreage may
be devoted to wildlife food plots or wildlife habitat in conformit
with standards established by the Secretary in consultation with Wildz
life agencies. The Secretary may in the case programs for the 1974
through 1977 crops, pay an appropriate share of the cost of practices
designed to earry out the purposes of the foregoing sentences. The
Secretary may provide for an additional payment on such acreage in
an amount determined by the Secretary to be appropriate in relation
to the benefit to the general public if the producer agrees to permit,
without other compensation, access to all or such portion of the farm
as the Secretary may prescribe by the general public, for hunting,
trapping, fishing, and hiking, subject to applicable State and Federal |
regulations. ;

(6) If the operator of the farm desires to partieipate in the pro-
gram formulated. under this section, he shall file his agreement to do so
no later than such date as the Seeretary may prescribe. Loans and pur-
chases on upland cotton and payments under this section shall be made
available to the producers on such farm only if producers set aside

T

.and devote to approved soil conserving uses an acreage on the farm

equal to the number of acres which the operator agrees to set aside and
devote to approved soil conserving uses, and the agreement shall so
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i tary may, by mutual agreement with the producer,
f(:r(zliﬁ;.te'r(})l: nsxzcdlﬁy gy sgc’h Zgreement entered into pursuant to this
subsection (e) (6) if he determines such action necessary becausl,ela of at.:
emergency created by droufght or 1;)lt'éher ihsasbel;), (filt:,i?; order to allevia

in the supply of agricultural comm X
* s?%rt’ia‘lglg Secretargggall pxjgox:ide adequate safeguards to protﬁct the
interests of tenants and sharecroppers, including provision for sharing
on a fair and equitable basis, in pa; ,menps"uqdervth;sésecpxpn, o full
" (8) In any case in which the failure of a producer to compdy thl)_;
with the terms and conditions of the program formulated un %r i
section precludes the making of loans, purchases, and pa.ymendS, ]
‘Secretary may, nevertheless, make such loans, purchases, aln ' pa.z-
ments in such amounts ?s lie determines to be equitable in relation to
e seri of the default. )
thezge r'II?E:n Se:f:retary is authorized to issue such regulations as he de-
. termines necessary to carry out the provisions of this Title. Lo thi
(10) The Secretary shal(}dqarré r(:(lll;ttge progrt:;,(l)x;. authorized by this
i ugh the Commodat; it Corporation .
sec(t i({l)l 3:11‘1}11'2 grovisions of subse};tion 8(g) of the Soil Conservation and
Domestic Allotment Act, as amended (relating to assignment of pay-
ments), shall apply to payments under this subsection.
* * * . * * * »

(Nore—For effect on the provisions of this section, see Sec. 108

below. :
) FEED GRAIN PROGRAM

_105. Notwithstanding any other provision of law—
?:;3(11)0 The Secretary shajgll make available to producers loans and
iirchases on each crop of corn at such level, not less than $1.10 per
ushel nor in excess of 90 per centum of the parity price therefor, as
the Secretary determines will encourage the exportation of feed rs_zms
and not result in excessive total stocks of feed grains in the Unite
St?tQE;S.The Secretary shall make available to producers loans and 1pur-
chases on each crop of barley, oats, and rye, respectively, at such evel
as the Secretary determines is fair and reasonable in relation to the
level that loans and purchases are made available for corn, taking into
consideration the feeding value of such commodity in relation to corn
and other factors specified in section 401(b), and on each crop of
grain sorghums at such level as the Secretary determines is fair and
reasonable in relation to the level that loans and purchases are made
available for corn, taking into consideration the feeding value and
average transportation costs to market of grain sorghums in relation
to corn. ) _ . ,
" (b) (1) In addition, the Secretary shall make available to producers
‘payments for each crop of corn, grain sorghums, and, if designated

y the Secretary, barley, computed by multiplying (1) the payment
‘rate, times (2) the allotment for the farm for such crops, times (3)
the yield established for the farm for the preceding crop with such
adjustments as the Secretary determines necessary to rovide a fair

and equitable yield. The payment rate for corn ¢ all be the amount

‘by which the higher of—
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(1) the national weighted averaged market price received by
farmers during the first five months of the marketing year for
such crop, as determined by the Secretary, or ‘

(2) the loan level determined under subsection (a) for such
cro

is less tgan the established price of $1.38 per bushel in the case of the
1974 and 1975 crops, $1.38 per bushel adjusted to reflect any change
during the-calendar year 1975 in the index of prices paid by farmers
for production-items, interest, taxes, and wage rateés in' the case of the
1976 crop, and the established price for the 1976 crop adjusted to reflect
any change during the calendar year 1976 in such index in the case
of the 1977 crop: Provided, That any increase that would otherwise
be made in the established price to reflect a change in the index of
prices paid by farmers shall be adjusted to reflect any change in (i) the
national average yield per acre of feed grains for the three calendar
'years preceding.the year for which the determination is made, over (ii)
the national average yield per acre of feed grains for the three:calendar
years preceding the year previous to the one for which the determina-
tion is made. The payment rate for %rain sorghums and, if designated
by the Secretary, barley, shall be such rate as the Secretary determines
fair and reasonable in relation to the rate at which payments are made
-available for corn, If the Secretary determines that the producers on a
farm are prevented from planting any portion of the farm acreage
allotment to feed grains or other nonconserving crops, because of
drought, flood, or other natural disaster or condition beyond the con-
trol of the producer, the rate of payment on such portion shall:be the
larger of (A) the foregoing rate, or (B) one-third of the established
price. If the Secretary determines that, because of such a disaster or
condition, the total quantity of feed grains (or of wheat, or cotton
planted in lieu of the allotted crop) which the producers are able to
‘harvest on any farm is less than 6624 percent of the farm acreage allot-
ment times the yield of feed grains (or of wheat, or cotton planted in
lieu of the allotted crop) established for the farm, the rate of payment
for the deficiency in production below 100 percent shall be the larger
-of (A) the foregoing rate, or (B) one-third of the established price.
(2) The Secretary shall, prior to January 1, of each calendar year,
determine and proclaim for the crop produced in such calendar year
a national acreage allotment for feed grains, which shall be the num-
ber of acres he determines on the basis of the estimated national
average yield of the feed grains included in the program for the crop
for which the determination is being made will produce the quantity
(less imports) of such feed grains that he estimates will be utilized
-domestically and for export during the marketing year for such
crop. If the Secretary determines that carryover stocks of any of
‘the feed grains are excessive or an increase in stocks is neeeded to as-
sure a desirable carryover, he may adjust the feed 'grain allotment
‘by the amount he determines will accomplish the desired decrease or
‘increase in carryover stocks. State, county, and farm feed grain allot-
ments shall be established on the basis of the feed grain allotments
‘established for the preceding crop (for 1974 on the basis of the
feed grain bases established for 1973), adjusted to the extent deemed
mecessary to establish a fair and equitable apportionment base for
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each, State, county, and farm, Not to exceed 1 per centum of the
State feed grain allotment may be reserved for apportionment to new
feed grain %r‘ni's on the basis of the following factors: suitability of
the land for production of feed grains, the extent to which the farm
*‘operator 1s dependent on incomé from farming for his livelihood, the
production of feed grains on other farm owned, operated,-or con-
trolled by the farm operator, and such other factors as the Secretary

determines should be considered for the purpose of establishing fair

and equitable feed grain allotments. - A )
(S?llf for any crop the total acreage on a farm planted to feed graing
included in the program formulated under this subsection is less than
the feed grain aﬁotment for the farm, the feed grmn allotment for the
farm for the succeeding crops shall be reduced by the percentage by
which the planted acreage is less than the feed grain allotment for the
farm, but such reduction shall not exceed 20 per centum of the feed
grain allotment. If no acreage has been planted to such feed grains
for three consecutive crop years on any farm which has a feed grain
allotment, such farm shall lose its feed grain allotment: Provided,
That o i’am feed grain allotment shall be reduced or lost through
failure to plant, if the producer elects not to receive payment for such
portion 'ofP the farm feed grain allotment not planted, to which he
would otherwise be entitled under the provisions of this Act. Any such
acres eliminated from any farm sha,;lipbe assigned to a national pool
for the adjustment of j’:eeg grain allotments as provided for in subsec-
tion (e) (2%. Producers on any farm who have planted to such feed
grains not less than 90 per centum of the feed grain allotment shall be
considered to-hgve planted an acreage equal to 100 per centum of such
allotment. An acredge on the farm which the Secretary determines was
not planted te such feed grains because of drought, flood, or other
natural disaster or condition beyond the control of the producer shall
be considered to be an acreage of feed grains planted for harvest. For
the purpose of this paragraph, the Secretary may permit producers
of feed grains to have acreage devoted to soybeans, w%éat, guar, castor
beans, cotton, triticale, oats, rye, or such other crops as the Secretary
mai deem appropriate, considered as devoted to the production of
such feed grains to such extent and subject to such terms and condi-
tions as the Secretary determines will not impair the effective opera-
tion of the program. . A
(e) (1) e%ecretary shall ‘provide for a set-aside of cropland if
he determines that the total supply of feed grains or other commodi-
ties will, in the absence of such a set-aside, %ikely to excessive taking
. inte account the need for an adequate carryover to maintain reason-
able and stable supplies and prices of feed grains and to meet a na-
tional emergency. If a set-aside of eropland is in effect under this
subsection (c), then as a condition of eligibility for loans, purchases,
and payments on corn, grain sorghums, and, if designated by the
Secretary, barley, respectively, the producers on a farm must set aside
and devote to approved conservation uses an acreage of cropland
equal to (i) such é)ercepm ‘of the feed grain allotment for the farm
as may be specified by the Secretary, 'glus; if required by the Secretary
(ii) the acreage of cropland on the farm devoted in preceding years
to soil conserving uses, as determined by the Secretary. The Secretary

25

is authorized for the 1974 through 1977 crops to limit the acreage
planted to feed grains on the farm to a percentage of-the farm acreage
allotment. If for any crop, the producer so requests for purposes of
having acreage devoted to the production of wheat considered as de-
voted to the production of feed grains, pursuant to the provisions of
section 328 of the Food and Agriculture Act of 1962, the term “feed
ains” shall include oats and rye, and barley, if not designated by the

ecretary as provided above. Such section 328 shall be effective in
1971 through 1977 to the same extent as it would be if a diversion

rogram were in effect for feed grains during each of such years. The
gecretary shall effect permit producers to plant and graze on set-aside
acreage sweet sorghum, and the Secretary may permit, subject to such
terms and conditions as he may prescribe, all or any of the set-aside
acreage to be devoted to hay and grazing or the production of guar,
sesame, safflower, sunflower, castor beans, mustard seed, crambe, plan-
tago ovato, flaxseed, triticale, oats, rye, or other commodity, if he deter-
mines that such production is needed to provide an adequate supply,
is not likely to increase the cost of the price-support program, and
will not adversely affect farm income. . .

(2) To assist 1n adjusting the acreage of commodities to desirable
goals, the Secretary may make land diversion payments, in addition
to the payments authorized in subsection (b), to producers on a farm
who, to the extent prescribed by the Secretary, devote to a(i)pro\'red
conservation uses an acreage of cropland on the farm in addition to
that required to be so devoted under subsection (c)(1). The land
diversion payments for a farm shall be at such rate or rates as the
Secretary determines to be fair and reasonable taking into considera-
tion the diversion undertaken by the producers and the productivity
of the acreage diverted. The Secretary shall limit the total acreage to
be diverted under agreements in any county or local community so as
not to adversely affect the economy of the county or local community.

(3) The feed grain program formulated under this section shall
require the producer to take such measures as the Secretary may deem
aspropmate to protect the set-aside acreage and the additional divert-
ed acreage from erosion, insects, weeds, and rodents, Such acreage
may be devoted to wildlife food plots or wildlife habitat in conformity
with standards established by the Secretary in consultation with wild-
life agencies. The Secretary may, in the case of programs for the 1974
through 1977 crops, pay an appropriate share of the cost of practices
designed to carry out the purposes of the. foregoing sentences. The
Secretary may provide for an additional payment on such acreage in
an amount determined by the Secretary to be appropriate in relation
to the benefit to the general public if the producer agrees to permit,
without other compensation, access to all or such portion of the farm
as the Secretary may prescribe by the general public, for hunting,
trapping, fishing, and hiking, subject to applicable.State and Federal
regulations. B ,

(4) If the operator of the farm desires to participate in the program
formulated under this section, he shall file his agreement to do so no
later than such date as the Secretary may prescribe. Loans and pur-
chases on feed grains included in the set-aside program and payments
under this section shall be made available to prﬁleers on such farm
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only if the preducers set aside and devote to approved soil conserving:
uses an acreage on the farm equal to the number of acres which the
operator agrees to set aside and devote to approved soil conserving
uses, and the agreement shall so provide. The Secretary may, by mu-
tual agreement, with the producer, terminate or modify any such agree-
ment entered into pursuant to this subsection (c) (4) if he determines:
such action necessary because of an emergency created by drought or
other disaster, or in order to prevent or alleviate a shortage in the
supply of agricultural commodities. ; ‘

(d) The Secrétary shall provide for the sharing of payments under:
this section among producers on the farm on a fair and equitable basis..

(e) (1) [Repealed]

(2) The Secretary may make such adjustments in acreage under
this section as he determines necessary to correct for abnormal factors.
affecting production, and to give due consideration to tillable acreage,
crop-rotation practices, types of soil, soil and water conservation meas-
ures, and topography, and in addition, in the case of conserving use
acreage to such other factors as he deems necessary in order to estab-
lish a fair and equitable conserving use acreage for the farm. The Sec-
retary shall, upon the request of a majority of the State committee es-
tablished pursuant to section 8(b) of the Soil conservation and
Domestic Alloment Act, as amended, adjust the feed grain allotments
for farms within any State or county in order to establish fair and
equitable feed grain allotments for farms within such State or county :
Provided, That except for acreage provided for in subsection (b) (8),
adjustments made pursuant to this sentence shall not increase the total
State feed grain acreage. The Secretary is authorized to draw upon
the acreage pool provided for in subsection (b) (3) in making such
adjustments. Notwithstanding any other provision of this subsection,
the feed grain base for the farm shall be adjusted downward to the
extent required by subsection (b) (3). «

(3) [Repealed]

(f) In any case in which the failure of & producer to comply fully
with the terms and conditions of the program formulated under this
section precludes the making of loans, purchases, and payments, the
Secretary may, nevertheless, make such loans, purchases, and pay-
ments in such amounts as he determines to be equitable in relation to
the seriousness of the default.

(g) Eepentea] — |
(h) The Secretary is authorized to issue such regulations as he
determines necessary to carry out the provisions of this section.

(i) The Secretary shall carry out the program authorized by this
section through the Commodity Credit Corporation. '
bel(No';'E. For effect on the provisions of this section, see Sec. 108(g)

ow.) '

PRICE SUPPORT FOR 1960 AND SUBSEQUENT YEARS (TOBACCO)

Sec. 106. Nothwithstanding any of the provisions of section 101 of
this Act: (a) For the 1960 crop of any kind of tobacco for which
marketing quotas are-in effect, or for which marketing quotas are not
disapproved by producers, the support level in cents per pound shall
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be the level at which the 1959 crop of such kind of tobacco was sup>
ported, or if marketing quotas were disa,%proved for the 1959 crop of
such kind of tobacco, the level at which the 1959 crop of such kind of
tobacco would have been supported if marketing quotas had been in
effect. (b) For the 1961 crop and each subsequent crop of any kind
of tobacco for which marketing quotas are in effect, or for which mar-
keting quotas are not disapproved by producers, the support level in
cents per pound shall be determined by adjusting the support leve] for
the 1959 crop of such kind of tobacco, or if marketing quotas were
disapproved for the 1959 cro}{I of such kind of tobacco, the level at
which the 1959 crop of such kind of tobacco would have been sup-
ported if marketing quotas had been in effect, by multiplying such:
support level for the 1959 crop by the ratio of (i) the average of the
index of prices paid by farmers, including wage rates, interest, and
taxes, as defined in section 301(a) (1) (C) of the Agricultural Ad-
justment Act of 1938, as amended, for the three calendar years im-
mediately preceding the calendar year in which the marketing year
begins for the crop for which the support level is being determined
to (ii) the average index of such prices paid by farmers, mclud.m%
wage rates, interest, and taxes for the calendar year 1959. (c) T
acreage poundage or poundage farm marketing quotas are in effect
under section 317 or 319 of the Agricultural Adjustment Act of 1938,
as amended, (1) price support shall not be made available on tobacco
marketed in excess of 110 per centum of the marketing quota éafter
adjustments) for the farm on which such tobacco was produced, and

2 for the purpose of price-support eligibility, tobacco carried over

om one marketing year to another shall, when marketed, be con-
sidered tobacco of the theh current crop.

(Nore. For effect on the provisions of this section, see Sec. 108

below.) ——
WHEAT

Sge. 107. Notwithstanding any other provision of law—

(a) Loans and purchases on each crop of wheat shall be made
available at such level as the Secretary determines appropriate, tak-
ing into consideration competitive world prices of wheat, the feeding
value of wheat in relation to feed grains, and the level at which price
support is made available for feed grains: Provided, That in no event
shall such level be in excess of the parity price for wheat or less than
$1.37 per bushel.

(b) If a set-side program is in effect for any crop of wheat under
section 879b(c) of the Agricultural Adjustment Act of 1938, as
amended, payments, loans and purchases shall be made available on
such crop only to producers who comply with the provisions of such
program. ‘

(¢) Payments shall be made for each crop of wheat to the producers
on each farm in an amount determined by multiplying (i) the amount
by which the higher of—

(1) the national weighted average market price received by
farmers during the first five months of the marketing year for
such crop, as determined by the Secretary, or :

(2) the loan level determined under subsection (a) for such
crop
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is less than the established price of $2.05 per bushel in the case of
the 1974 and 1975 crops, $2.05 per bushel adjusted to reflect amy
change during the calendar year 1975 in the index of prices paid
by farmers for production items, interest, taxes, and wage rates in the
case of the 1976 crop, and the established lpnce for the 1976 cr
adjusted to reflect any change during the calendar year 1976 in suc
index in the case of the 1977 crop, times in each case (ii) the allot-
ment for the farm for such crop, times (iii) the projected yield
established for the farm with such adjustments as the Secretary deter-

mines necessary to provide a fair and equitable yield : Provided, That -

any increase that would otherwise be made in the established price
to reflect a change in the index of prices paid by farmers shall be

adjusted to reflect any change in (i) the national average yield per

acre of wheat for the three calendar years preceding the year for
which the determination is made, over ()gi) the national average yield
per acre of wheat for the three calendar years preceding the year
previous to the one for which the determination is made. If the
Secretary determines that the producers are prevented from planting
any portion of the farm acreage allotment to wheat or other non-
conserving, crop, because of drought, flood, or other natural disaster
or condition beyond the control of the producer, the rate of payment
on such portion shall be the larger of (A) the foregoing rate, or (B)
one-third of the established price. If the Secretary determines that,
because of such a disaster or condition, the total quantity of wheat
(or of cotton, corn, grain, sorghums, or barely planted in lieu of
wheat) which the producers are able to harvest on any farm is less
than 6624 percent of the farm acreage allotment times the projected
vield of wheat (or of cotton, corn, grain, sorghums, or barley planted
in lieu of wheat) for the farm, the rate of payment for the deficiency
in production below 100 percent shall be the larger of (A) the fore-
going rate, or (B) one-third of the established price. The Secretary
shall provide for the sharing of payments made under this subsection
lf)or any farm among the producers on the farm on a fair and equitable
asis. »

Ske. 108. Notwithstanding any other provision of law— )

(@) (1) The established price for the 1975 crops of upland cotion,
corn. and wheat shall be 48 cenis per pound, 82.25 per bushel, and $3.10
per bushel, respectively.

(2) For the 1976 crops of upland cotton, corn, and wheat, the
established prices prescribed in paragraph (1) of this subsection shall
be applicable as adjusted to reflect any change during the colendar
year 1975 in the index of prices paid by farmers for production items,
interest, taxes, and wage rates (exzcluding feed and feeder livestock) :
Provided, That any increase that would otherwise be made in the
established prices to reflect a change in the index of prices paid by
Farmers shall be adjusted to reflect any change in (i) the national aver-
age yield per acre for each of the respective crops of wheat, corn, and
wpland cotton, for the three calondar years preceding the year for
which the determination is made, over (#) the national average yield
per acre for each of the respective crops of wheat, corn, wpland
cotton for the three calendar years preceding the year previous to the
one for which the determinationis made.

 indew of prices paid by farmers shall
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(3) For the 1977 crops of upland cotton, corn, and wheat, the

~established prices computed pursuant to the provisions of paragraph

(2) of this subsection shall be applicable as ﬁwted to reflect any
change during the calendar year 1976 in the index of prices paid
farmers for production items, interest, taxes, and wage rates (ewc&udq
ing feed and feeder livestock) : Provided, That any inorease that would
otz(mw‘ ise be made in the established frz'oes to reflect’ a change in the
indea ¢ adjusted to reflect any change
in (2) the nationad average yield per acre for each of the respective
crops of wheat, corn, and upland cotton, for the three calendar years
preceding the year for which the determination is made, over (it) the
national average yield per acre for each of the respective crops of
wheat, corn, and upland cotton for the three calendar years preceding
the year previous to the one for which the determination is made.

(4) The gayﬂwm rate for grain sorghums, and, if designated by the
Secretary, barley, for the 1975 through 1977 crops shall be such rate
as the Secretary determines fair and reasonable in relation to the rate
ut which payments are made available for corn.

- (b)(1) The Secretary sholl make available to producers loans and
purchases on the 1975 crops of upland cotton, corn, and wheat at 40
cents per pound, $1.87 per bushel, and $2.50 per bushel, respectively.

_(2) For the 1976 and 1977 crops of upland. cotton, corn, and wheat,
the loan levels prescribed in paragraph (1) of this subsection shall be
ag)plwable as adjusted so as to maintain the same percentage relation-
shup to the established prices for the 1976 and 1977 crops of upland
cotton, corn, and wheat as the 1975 loan rates are to the 1975 estad-
lished gm’oes.

(¢) The rate of interest on commodity loans made by the Commodity
Credit Corporation to all eligible producers for the 1975 through 1977
crops shall be established quarterly on the basis of the lowest current
interest rate on ordinary obligations of the United States.

(d} The nonrecourse loans for the 1975 through 1977 erops of up-
land cotton as set forth in section 103(e) (1) of this Act shall be made
available for an additional term of eight months, at the option of the
cooperator. Nonrecourse loans for the 1976 through 1977 crops of
wheat, corn, and soybeans shall be made available for a term not less
than twenty months from the first day of the month in which the loans
are made.

(e) The Secretary shall make available to producers loans and pur-
chases on the 1975 through 1977 crops of soybeans at such levels as re-
flect the historical average relationship of soybean support levels to
corn support levels during the three years immediately preceding the

year for which the support level for soybeans is established.

( {% With respect to the 1976 through 1977 crops, the Commodity
Credit Corporation shall not sell any of its stocks of wheat, corn, grain
sorghum, barley, or upland cotton at less than 115 per centum of the
established prices for such crops, plus reasonable carrying charges,
and the Corporation shall not sell any of its stocks of soybeans at less
than a price determined by multiplying the soybean loan rate by a
percentage obtained by dividing 115 per centum of the corn establisged
price by the corn loan rate.
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(g) For the 1976 crop of any kind of tobacco for which marketing
quotas are in effect, or {or which marketing quotas are not disapproved
y producers, the level of support shall be 70 per centum of the parity

price.

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: ,

(a) [Repealed]} ,

(b) The price of honey shall be supported through loans, purchases,
or other operations at a level not in excess of 90 per centum nor less
than 60 per centum of the parity price thereof; and the price of tung
nuts for each crop of tung nuts through the 1976 crop shall be sup-
ported through loans, purchases, or other operations at a level not In
excess of 90 per centum nor less than 60 per centum of the parity price
therefor: Provided, That in any crop year through the 1976 crop year
in which the Secretary determines that the domestic production of
tung oil will be less than the anticipated domestic demand for such
oil, the price of tung nuts shall be supported at not less than 65 per
centum of the parity price therefor. )

(¢) The price of milk shall be supported at sueh level not in ex-
cess of 90 per centum nor less than 75 per centum of the parity price
therefor as the Secretary determines necessary in order to assure an
adequate 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 productive capacity sufficient to meet
anticipa,teﬁuture needs. Notwithstanding the foregoing, effective for
the period beginning with the date of enactment of the Agriculture
and Consumer Protection Act of 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) 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, 1976, the support price of millk shall
be established at no less than 85 per centum of the parity gm'ce there-
for, on the date of enactment, and the support price shall be adjusted
thereafter by the Secretary at the beginning of each quarter, begin-
ning with the second quarter of the calendar year 1975, to reflect any
estimated change during the immediately preceding quarter in the
index of prices paid by farmers for production items, interest, tawes,
and wage rates. Such support prices shall be announced by the Secre-
tary not ater than 30 days prior to the beginning of each quarter.

* %

* * * * %

TITLE III—-OTHER NONBASIC AGRICULTURAL
COMMODITIES

Sec. 801, The Secretary is authorized to make available through
loans, purchases, or other operations price support to producers for
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any nonbasic commodity not designated in title II at a level not in
excess of 90 per centum of the parity price for the commodity.

Sec, 802. Without restricting price support to those commodities
for which a marketing quota or marketing agreement or order pro-
gram is in effect, price support shall, insofar as feasible, be made
available to producers of any storable nonbasic agricultural commod-
ity for which such a program is in effect and who are complying with
such program. The level of such support shall not be in excess of 90
per centum of the parity price of such commodity nor less than the
level provided in the following table: .

If the supply percentage as of the beginning of the marketing

Foar 18z . The level of support shall
be not less than the

Jollowing percentage of
the parity price:

Not more than 102
More than 102 but -not more than 104
More than 104 but not more than 106
More than 106 but not more than 108
More than 108 but not more than 110
More than 110 but not more than 112 )
More than 112 but not more than 114 . e e
More than 114 but not more than 116
More than 116 but not more than 118
More than 118 but notmore than 120.
More than 120 but not more than 122.
More than 122 but not more than 124
More than 124 but not more than 126
More than 126 buf not more than 128
More than 128 but not more than 1
More than 130. .

Provided, That the level of price support may be less than the mini-
mum level provided in the foregoing table if the Secretary, after exam-
ination of the availability of funds for mandatory price support pro-
grams and consideration of the other factors specified in section 401
(b%, determines that such lower level is desirable and proper.

uC. 303. In determining the level of price support for any nonbasic
agricultural commodity under this title, particular consideration shall
be given to the levels at which the prices of competing agricultural
commodities are being supported.

* * * * * * L3

UINRTBRBVRERZRRBE

b(()NO')I‘E. For effect on the provisions of this section, see Sec. 108(f)
above.) -
RESTRICTIONS ON SALES BY CCC

Sec. 407. The Commodity Credit Corporation may sell any farm
commodity owned or controlled by it at any price not prohibited by
this section. In determining sales policies for Iéoa,sic agricultural com-
modities or storable nonbasic commodities, the Corporation should
give consideration to the establishing of such policies with respect to
gmces, terms, and conditions as it determines will not discourage or

eter manufacturers, processors, and dealers from acquiring and
carrying normal inventories of the commodity of the current crop.
The Corporation shall not sell any basic agricultural commodity or
storable nonbasic commodity at less than 5 per centum above the
current support price for such commodity, plus reasonable carrying
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charges : Provided, That effective with the beginning of the market-
ing year for the 1961 crop, the Corporation shall not sell any upland
or extra long staple cotton for unrestricted use at less than 15 per
centum sbove the current support gﬁce, for cotton plus reasonable
earrying charges, except that the Corporation may, in an orderly
manner snd so as not to affect market prices unduly, sell for unre-
stricted use at the market price at the time of sale a number of bales of
cotton equal to the number of bales by which the national marketing
quota for such marketing year is reduced below the estimated domestic
consumption and exports for such marketing year pursuant to the pro-
visions of section 342 of the Agll:icultural A djustment Act of 1938,
as amended : Provided further, That beginning August 1, 1964, the
Commodity Credit Corporation may sell upland cotton for unre-
stricted use at not less tﬁan 105 per centum of the current loan rate
for such cotton  under section 103(a) plus reasonable carrying
charges: Provided, That the Corporation shall not sell any of its
stocks of wheat, corn, grain sorghum, barley, oats, and rye, respec-
tively, at less than 115 per centum of the current national average
loan rate for the commodity, adjusted for such current market differ-
entials reflecting grade, quaiity, location, and other value factors as
the Secretary determines appropriate, plus reasonable carrying
charges, The foregoing restrictions shall not apply to (A) eales for
new or byproduct uses; (B) sales of peanuts and oilseeds for the
extraction of oil; (C) sales for seed or feed if such sales will not sub-
stantially impair any price-support program; (D) sales of commodi-
ties which have substantially deteriorated in quality or as to which
there is a danger of loss or waste through deterioration or spoilage;
(E) sales for the purpose of establishing claims arising ‘'out of con-
tract or against persons who have committed fraund, misrepresenta-
tion, or other wrongful acts with respect to the commodity; (F)
sales for export; (G) sales of wool; and (H) sales for other than
primary uses. Netwithstanding the foregoing, the Corporation, on

such terms and conditions as the Secretary may deem in the public

interest, shall make available any farm commodity or product
thereof owned or controlled by it for use in relieving distress (1) in
any area in the United States including the Virgin Islands de-
clared by the President to be an acute distress area because of unem-
plpfzment or other economic cause if the President finds that such use
will not displace or interfere with normal marketing of agricultural
commodities and (2) in connection with any major disaster deter-
mined by the President to warrant assistance by the Federal Gov-
ernment under Public Law 875, Eighty-first Congress, as amended
(42 U.S.C. 1855) and shall make feed owned or controlled by it
available at any price not less than 75 per centum of the current
basic county loan rate (or a comparable price if there is no current
basic county loan rate) for assistance in the preservation and mainte-
nance of foundation herds of cattle (including producing dairy cat-
tle), sheep, and goats, and their offspring, in any area of the United
States including the Virgin Islands where, because of flood,
drought, fire, hurricane, earthquake, storm, disease, insect infesta-
tion, or other catastrophe in such areas, the Secretary determines that
an emergency exists which warrants such assistance, such feed to be
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made availablg only to persons who de not have, and are unable to
obtain through normal channels of trade without undue financial
hardship, sufficient feed for such livestock :-Provided, That the Secre-
tary may pravide for the furnishing of feed, or mixed feed in
accordance with regulations prescribed by him, to such persons by
feed dealers under an arrangement whereby the feed graims (or
other feed being sold by the Corporation) in the feed so furnished
would be replaced with feed owned or controlled by the Corporation
and sold to such persons at a price determined as provided above.
Except on a reimbursable basis, the Corporation shall not bear any
costs in connection with making such commodity available beyond
the cost of the commodities to the Corporation in store and the
handling and transportation costs in making delivery of the com-
modity te designated agencies at one or more central loeations in
each State or other area. Nor shall the foregoing restrictions apply
to sales of commodities the disposition of which is desirable in the
interest of the effective and efficient conduct of the Corporation’s
operations because of the small quantities involved, or because of age,
location or questionable continued storability, but such sales shall

offset by suc% purchases of commodities as the Corporation determines
are necessary to prevent such sales from substantially impairing any
price-support program, or unduly affecting market prices, but in no
event shall the purchase price exceed the Corporation’s minimum
sales price for such commodities for unrestricted use. For the pur-
pose of this section, sales for export shall not only include sales
made on condition that the identical commodities sold be exported,
but shall also include sales made on condition that commodities of
the same kind and of comparable value or quantity be exported,
either in raw or processed form. Notwithstanding the foregoing,
whenever prior to December 31, 1963, the Secretary determines it
necessary in order to assure the Nation an adequate supply of milk
free of contamination by radioactive fallout, he may make feed
owned or controlled by the Commodity Credit Corporation available
to producers of milk in any area or areas of the United States at
such prices and on such terms and condtions as he deems appro-
priate in the public interest. Notwithstanding any other provision
of the law, (1) the Commodity Credit Corporation shall sell upland
cotton for unrestricted use at the same prices as it sells cotton for
export, in no event, however, at less than 110 per centum of the loan
rate for Middling one-inch upland cotton (micropaire 3.5 through
4.9) adjusted for such current market differentials reflecting grade,
quality, location, and other value factors as the Secretary determines
appropriate plus reasonble carrying charges and (2) the Commod-
ity Credit Corporation shall sell or make available for unrestricted
use at current market prices in each marketing year a quantity of
upland cotton equal to the amount by which the production of upland
cotton is less than the estimated requirements for domestic use and
for export for such marketing year. The Secretary may make such
estimates and adjustments therein at such times as he determines will
best effectuate the provisions of part (2) of the foregoing sentence
and such quantities of cotton as are required to be sold under such
sentence shall be offered for sale in an orderly manner and so as not
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to affect market prices unduly. Notwithstanding any other provision
of this section, effective August 1, 1968, the Commodity Credit Corpo-
ration shall make availahle during each marketing year for sale for
unrestricted use at market prices at the time of sale, a quantity of
American grown extra long staple cotton equal to the amount by
which the production of such cotton in the calendar year in which
such marketing year begins is less than the estimated requirements of
American grown extra long staple cotton for domestic use and for
export for such marketing year: Provided, That no sales shall be
made at less than 115 per centum of the loan rate for extra long staple
cotton under section 101(f) of this Act beginning with the market-
ing year for the first crop for which the national marketing quota
for extra long staple cotton is not established under paragraph (3)
of section '34§(b) of the Agricultural Adjustment Act of 1938, as
amended. The Secretary may make such estimates and adjustments
therein at such times as he determines will best effectuate the provi-
sions of the foregoing sentence and such quantities of cotton as are
required to be sold under such sentence shall be offered for sale in an
orderly manner and so as not to affect market prices unduly.

O
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EMERGENCY PRICE SUPPORT FOR 1975 CROPS

MarcH 11, 1975.—Committed to the Committee of the Whole House on the State
of the Union and ordered to be printed

.L';‘-’

: Mr Fomr, from the Commltbee on Agnculture, /nﬁm\

- submitted the. followmg o S FURG
. P - A ]
A
REPORT = =
' 2,
L © together with . T ;f

ADDITIONAL SEPARATE AND DISSENTING VIEWS

{To accompany H.R. 4296]

The Committee on Agnculture to Whom was referred the bill (H R.
4296) to adjust target prices, loan and purchase levels on the 1975
crops of upland cotton, corn, wheat, and soybeans, to provide price
support for milk at 85 per centum of parity with quarterly adjust-
ments for the period ending March 31, 1976, and for other purposes,
having congsidered the same, report favomblv thereon with amen -
mentsand recommend that the bill as amended do pass. '

- The amendments are as follows: " .7
- Page 2, line 15, after the word “cooperator” strlke the penod and
insert “, except that for the 1975 crops of upland cotton, feed grains
and wheat, the Secretary shall establish, insofar as is practicable, the
same terms and conditions relative to storage costs and interest rates
on all nonrecourse loans extended on such crops.”. .

Page 3, line 11, after the word “rates.” msert the followmg new
sentence : *“Such support prices shall be .announced by the Secretary
within 80 days prior to the beginning of: pach: quarter.”

PURPOSE,

The pu?pose of this bill is to establish an emergency price support
program for the 1975 crop or commodity year for upland cotton,
wheat, feed grains, soybeans and milk. .

In addition, the bill provides that upland cotton: loans may be ex-
tended at. the option of the producer for an additional eight months
beyond the current 10-month period. It also requires the Secretary to
adjust interest rates on' CCC commeodity loans quarterly to reflect the
cost of money to the U.S. Government, and it requires the Secretary

48-755

L e







4 N
Africa, are experiencing more serious diiﬁculti_,eszhwgqge of high
prices for foud, fertilizer, afid petroleum. - oL b:-

R. is & slomificant, alshough modest, response to these pro
lenIlIs.I’v{I‘}lllgfx)6 h-the ommittee reco%ﬁzes that there are nptqasy Sel“riltqns
to the probﬁam- of ‘world hunger, the Members feel that it 1s 13111): ive
that they act to insure continued .growth of agriculture prot 1&0 1on._t’1‘_n
this nation so that supplies-,(;v%ll'be 'avlf:.;ﬂall)le l{)(;%; 50 meet domestic

ds, nable prices and for export:sales a . L,
ne%(ls(;;t;e s?)i(;ologicgl viewpoint, thepCommittee feels that leg_lsls;tlon
to inerease the protection afforded the producer by the Agricu t(\il_re
and Consumer Protection Act of 1973 is desirable to insure that is-
.posable personal income of the fairxtr} population as a whole is compar-

‘that of the nonfarm population. e o
ab'll?h?ft&sfgwing'chart is insiglz)wive of the effect. of the 1ncr(i,a,:g,d (Eost
of production on realized net ineome to domestic farm population:

** FARM INCOME COMPONENTS .

. 100 , lulud : ]
b gross income B
80
{6071
|40 ODUCTION
1 EXPENSES” .
20 ' .
o [REALZE “NET INCOME:

T 1965 . 1969 1973

Farmers realized gross income edged over the $100 billion mark for
the first time in 19'%:. Cash receipts from farm marketings climbed
$6.5 billion to a record $95 billion, but the $10 billion surge 1n pljodu}i:-
tion expenses more than offset the gain in income and resulted in the

i rm income. R ;
g dtl;lln;;r’fé%nrgl income of farm people declined last year. Income
from farm sources was off almost one-fifth, while nonfarm earnings
ne-tenth. S
welx‘;z;lxg 2nc0me prospects for the first half of 1975 have weakened.
Prices for major crops have not shown -anticipated strength 1n‘recent
months. Even taking into account uncertainties concerning 197 5 crop
output, realized net farm income in 1975 is likely to show a sizable
downturn from 1974. T

[
PPN

COMMITTEE CONSD)ER,AT‘ION el
: [ VR4

. Prior to the introdﬁetidnvdf H.R. 4296, Jtl‘i‘e‘?Li_vvéStock‘ and Grains
and the Cotton Subcommittees held three days of joint hearings (Feb-
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ruary 18, 19, and 20, 1975) on target prices and loan rates for wheat,
feed grains and cotton. On February 24, the Subcommittee held a joint
open business meeting. . .

The Livestock and Grains Subcommittee met in open business meet-
ings on February 25 and 26, and recommended draft language to the
full Committee by a division vote (13 yeas—0 nays). The Cotton Sub-
committee met in open business meetings on February 25 and 26, and
recommended draft language on cotton by a voice vote to the full
Committee.

The Dairy and Poultry Subcommittee met in an open business meet-
ing on February 27, and recommended draft language on milk price
supports by a unanimous voice vote to the full Committee. Hearings
had not been held during the 94th Congress on the subject of dairy
price supports ; however, extensive hearings were held late in the 93rd
Congress (September 24-25; November 26, 1974) and the record was
made available to the Subcommittee. ’

On March 4, 1975, the full Committee met in an open business meet-
ing and approved language to be introduced as a “clean” bill. On
March 6, 1975, in an open business meeting, the full Committee or-
dered H.R. 4296, as amended, reported by a roll call vote of 32 yeas to
8 nays, in the presence of a quorum. .

In the development of the loan rate formula for soybeans the Com-
mittee seeks to establish a historical relationship between the corn loan
and the soybean loan. :

The loan level, using the methodology of H.R. 4296, would be $3.94
per bushel for the 1975 crop. It is calculated as follows: The bill pro-
vides that “the Secretary shall make available to producers loans and
purchases on the 1975 crop of soybeans at such levels as reflect the
historical average relationship of soybean support levels to corn sup-
port levels during the immediate preceding 3 years.” Discounting the
previous 2 years the loan level cal%ulated would have been $3.81. For
1974 alone, however, the average loan levels, corn and soybeans for the
three years 1972-74 was:

Corn (No. Soybeans

Crop year 2 grade) (No. grade)
1.05 2,25

1.05 2.25

1.10 2.25

Average 1. 067 2.25

The loan ratio, soybeans to corn, therefore, is:

| 2.95
Loan Ratio=1.067=2.109

The soybean loan rate, 1975 crop, is, therefore, as follows:

Corn loan (No. 2 grade) (H.R. 4296) $1. 87
Times loan ratio (1972-74 average) 2.109
Soybean loan (No. 1 grade) (rounded from 3.9438) 3.94

The intent of H.R. 4296 is that the 1975-crop soybeans loan level
should be calculated from data for the previous three years (a) for
No. 1 grade soybeans and No. 2 grade corn, (b) on a national basis,
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and (c) with no regard to Sections 302 and 303 of the Agriculfypal
Act of 1949, as amended. SRR o L fis
In regard to quarterly adjustments for CCC commodity loans om.
various commodities, the Committee concurs with the following m&eft
pretation submitted by the U.S. Department ‘of Agriculture: = - -

The present policy on Commodity Credit Corporation in-
terest rates on price support loans and certain price support
purchase transactions provides that: T S

“Each March and October the Executive Vice President
will adjust the interest rate on outstandlxg and subséquent

Joans to s level sufficient to recover the Corporation’s cost
‘of borrowing from the U.J. Treasury, and will pubhcly o
announce such adjusted rate.” . N

" Tf HL.R. 4296 becomes law it will be necessary to amend the
"policy to provide for quarterly adjustment of the interest
rate, as follows: . o

“On the first day of each January, April, J uI{, and Oc-
tober the Executive Vice President will adjust the interest
rate on outstanding and subsequent loans, The adjusted rate
will be the lowest rate of interest, on ordinary obligations
of the United States, in effect on the second Monday of the
month preceding the date of adjustment. The Executive

" Viee President will publicly announce the adjusted rate not
later than the third Manday of the month preceding the date
of adjustment.” . ) - o TR

The lowest rate of interest on ordinary obligations of the

* United States will be determined by the Controller of Com-
' modity Credit’ Corporation who will advise the Executive
" Vice President of Ii\is ‘determination. The Executive Vice
" President ‘will publish a notice, in the Fede:a«l,R,eglsteré.of
' the rate of interest to be charged producers on commodity
" Joans and in addition will issue a press release announcing
the rate. L R o
This procedure will differ from the current procedure as
- follows: - ' . ‘ . ,
" «The rate of interest will be adjusted quarterly instead of
. twice annually and will be based on the lowest rate paid by
the U.S. Treasury instead of the rate the Treasury charges
CCC on borrowed funds.” o _

SR AT

CoMMITTEE AMENDMENTS

The Committee adopted two amgandmghts_. )

The first is designed to bring uniformity in the apg)hca,ble CCC loan
provisions regarding interest and storage charges
wheat and feed grains. - o ) RN

‘To the maxir%ll‘lm extent practicable, the Committee intends that
these programs be operated on the same terms and conditions in regard
to these charges and that grain and cotton producers be tregted no
differently. o = S

The segmd Committes amendment authorizes the Secretary to an-
nounce dairy price supports within 30 days of each quarter. ,

or upland cotton, -

7

- Current axp Five SusseQUENT Fiscar Yrar Cost EsTiMATE

Pursuant to Clause 7 of Rule XIII of the Rules of the House of
Representatives, the Committee estimates the cost to be incurred by
the Federal Government during the current and the five subsequent
?Sﬁal years as a result of the enactment of this legislation would be as

ollows: ’

This bill, being applicable only to the 1975 crops of wheat, feed

%rains, upland cotton and soybeans and the 1975-76 marketing year
or milk would require expenditures in part of the current fiscal year
(fiscal year 1975) and in the next fiscal year (fiscal year 1976). The
basic provisions of the Agriculture and Consumer Protection Act of
1973 would, unless amended, be in effect for the 1976 and 1977 erops.

The Committee, therefore, estimates the upper limits of the cost of
the bill to be $882 million, subject to the following variable.

In the case of cotton: In the judgment of the Chairman of the Cot-
ton Subcommittee exposure of the Federal Treasury due to enactment
of the cotton provisions of the bill can reasonably be expected to range
between zero and $225 million. No payments will be made if the aver-
age price of cotton received by farmers in 1975 equals or exceeds 48
cents per pound, USDA calculations show that the average price re-
ceivegby farmers. during the calendar yeary1974 was 48.9 cents per
pound. =~ ,, S N

Based on the January USDA report of planting intentions, cotton
producers are expected to plant 9,500,000 acres of cotton in 1975. How-
ever, areas having lower costs of production have indicated they will

lant in excess of allotments, while areas experiencing higher costs - -
indicate producers there will reduce plantings substantially. Inasmuch * -

as payments are limited to acreage planted within the farm allotment,
a breakdown by states based on the size of final effective state gllot-
ments and state planting intentions in January indicates thak the
maximum acreage upon which payments would be made in 1975 would
be 8.739 million acres. For example, producérs in Mississippi with an
effective state allotment of less than 1 million aeres, have indicated
they will plant 1.2 million acres to cotten. The 213,000 acres in excess
of the allotment is not eligible for payments. Similar situations exist
in Arizona, California, Louisiana, Missouri and Tennessee. The reverse
of this situation exists in the Southeastern states of North Carolins,
South Carolina, Georgia and Alabama, where in many areas of these
states cost of production in 1974 exceeded 55 cents per pound. USDA
has made preliminary estimates that the national average cost of pro-
duction in 1975 will approach 50 cents a pound (including a separate
forecast of 48.8 cents for the Delta Region). It would be assumed that
the extremes of area costs might range from 45 to 55 cents. On this
basis it seems clear that a loan level of 40 cents, representing abont
80 percernt of average production cost, would not serve as an incentive
to grow additional cotton in 1975. ' . ,
Cost will also be reduced on a per acre basis by computation of a
lower yield for payment purposes. This yield, which averaged about
525 pounds under the 1974 program, will necessarily be reduced in
1975. Basically, the yield is a 3-year average of actual production on
each farm, adjusted. for conditions beyond the control of the farm



operator. Actual production per harvested acre In 1974 was only 443
pounds per acre. The 8-year average for 197 9-78-74 will fall to approx-
1mately 490 pounds. Wﬂile yields for payment purposes have not been
computed for 1975, it is reasonable to assume that the 525 pound yield
for 1974 will be reduced to approximately 515 pounds in 1973, and
could be somewhat lower. USDA. production statistics show that the
average grade and staple of cotton harvested during crop years 1973
and 1974 was relativegr close to SLM 1Y¢ inch. Loan rates for this
quality of cotton are expected to be about 2.5 cents above the base
loan rate for middling 1 inch, and normally the market price for a
particular quality of cotton is at least 1 cent above the loan rate for
such quality. Thus, a price of 43 cents or more for average grade and
staple from the 1975 crop would be e%)ected, if the loan rate of 40
cents specified in the bill is in effect. Current quotations for future
transactions on the New York Cotton Exchange quote December 1975
prices for SLM 144 inch at about 45 cents, further justifying the
above calculations and estimates. Based on these assumptions a 5-cent
payment rate would result in a maximum Federal outlay of approxi-
mately $225 million (0.5X 515X 8, 739,000 acres). Cost of the program
can be expected to increase or decrease by approximately 45 million
dollars per 1 cent variation in the payment rate without considering
reductions in Federal cdsts as a result of payment limitations.

The following cost estimate was submitted to the Committee by the
Department of Agriculture in a letter to the Chairman, that—

the Department estimates the cost associated with H.R. 4296
for.1975 to be $882 million, including additional disaster pay-
ments. No cost estimate can be provided for succeeding years
because the bill, as written, applies to 1975 only, The De-

- partment would like to point out, however, that if the prices
provided for in this bill are escalated in 1976 and 1977 as
provided for in the Agricultural Act of 1973, the cost could
exceed $5.0 billion by 1977.

INFLATIONARY IMPACT STATEMENT

'

Pursuant to clause 2(1) (4), Rule XI of the Rules of the House
of Representatives, the Committee estimates that enactment of H.R.
49296 may have minor inflationary impact on consumer prices and
costs of cotton and dairy products; nonetheless, the Committee is con-
vinced that this is more than offset by other beneficial effects of the
legislation on the national economy and, in fact, is essential to offset
recessionary forces attacking rural America. )

There is no indication that provisions of H.R. 4296 relative to
wheat, feed grains and soybeans will have any inflationary effect
whatsoever. Tpile Department has indicated that they do not anticipate
any additional deficiency payments or loan costs for these programs
in 1975. Further, present market prices are in excess of the target
prices established by H.R. 4296, therefore, indicating that these pro-
visions will have no effect on the cost to the consumer. .

There is some indication, however, that the cotton provisions and
the milk provisions may have some effect both in exposure to the
Treasury and in cost to the consumer. Certain other factors, however,
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must be considered in both instances. For instance, with respect to
cotton, domestic textile mills are now processing cotton that was pur-
chased from the 1973 and 1974 crops at substantially higher prices
than current prices. Even if the 40 cent loan rate resnfts in a gradual
lifting of market prices over the next six months, cotton from the 1975
crop 1s likely to be cheaper than current mill inventories. Thus, as
mills exhaust these stocks and begin processing lower-priced 1975
crop cotton, consumers could be expected to _benef%t from price adjust-
ments throughout the entire textile industry. Indeed, the wholesale
prices of many textile products have already begun to decline.

A loan at 40 cents may, under some circumstances, be considered
anti-inflationary. The loan can be used to secure temporary produc-
tion financing under depressed conditions such as we have today, when
many producers may otherwise be forced away from cotton because
of inadequate credit.. For this reason, it is possible that if the 1975 loan
remains at 34.27 cents, too little cotton might be produced and result
in prices far higher than would come from a 40¢ loan. Another “boom
and bust” eycle would be ruinous for cotton growers and their markets,
and would ignite new inflation for consumers. ;

The Committee recognizes that there will be some increase in the

cost of dairy products to the consumer if thijs bill is enacted. The Ad-

ministration provided an estimate of increases of 8 cents per gallon
for milk, 10¢ per pound for cheese, and 20¢ per pound for butter.
However, the USDA estimates regarding consumer price increases
are misleading because they are based on an increase in support levels
from $7.24 to $8.19 per hundredweight which will not occur until the -
end of 1975, In actuality, H.R. 4296 provides for immediate adjust-
ment. of ‘supFort levels to 85 percent of parity with quarterly adjust-
ments. Should this legislation be enacted by April 1 the support level
would then be increased to $7.90. The formula for parity adjustment
includes allowances for increase in the general index of all prices.
Thus proejected inflation over the course of the coming year is respon- .
sible in large measure for the expected price increases.

Finally, testimony before the Committee in the 93rd Congress indi-
cated that the domestic dairy industry is in an economic decline. This
1s borne out by figures obtamned from the Department which estimates
that the cost of production of milk increaseg 17 percent in 1974. This
factor coupled with a 20.8 percent decline in the price farmers receive
for their product force approximately 20,000 domestic dairy farmers
to move to other ventures. (In 1973, there were 489,490 dairy farms in
operation. By the end of 1974, there were only 470,140.)

As domestic industry declines, there is a distinet danger to the
American consumer in increased dependence on foreign imports to
meet domestic needs—as witnessed in the case of petroleum. The Com-
mittee feels that TR, 4296 is necessary to protect the domestic in-
dustry and the American consumer by insuring some degree of inde-
pendence in this country in the production of dairy products.

. Finally, implications inherent in testimony before the Committee
indicated that enactment of this legislation will have a beneficial im-
pact on the economy of the United States in two ways.

_By increasing the loan rates for the commodities included in the
bill, the Committee has assured availability of credit to farm pro-

48-755—75—2
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ducers, thus increasing the flow of money into the economy. In a like
manner, by increasing the target price for the commodities treated in
this legislation, the Committee has taken steps to encourage continued
production of agricultural commodities for domestic use and export
markets. ' ‘ s

Testimony before the Committee revealed that sliding market prices
for agriculture commodities are jeopardizing production. In fact, a
number of producers are threatening to actually cut production. Any
such action would have a disastrous effect on the American economy,
which is in the throes of a deep recession that may slide into a depres-
sion unless corrective actions are taken by this Congress.

The Joint Economic Committee has projected a third straight year
of recession in 1976, with joblessness over 10 percent if the economy
fails to receive the necessary stimulus. At a time when the Gross Na-
tional Product feel at an annual rate of 9.1 percent in the fourth quar-
ter of 1974 and the country faces a depression, the Committee felt
that it was imperative that it act to insure continued production of
agriculture commodities in the United States.

Should production be allowed to decline in this country and the
world economic situation improve, which will lead to additional de-
mand for agriculture commodities, there is the possibility of another
domestic increase in food prices. Enactment of this legis ation would
assure the American consumer that production would be increased to
such a point that increased world demand would not affect domestic

. market prices. ‘ ] '

Further, the Committee recognizes the value of agriculture com-
modities in the World market in maintaining our balance of txzade. 'In
1974, farm exports amounted to $21.3 billion. Enactment of this legis-

.

lation would enable production to meet continued world demand and

assure the United States of maintaining its share of the world kr‘naxjket.
Bupeer Acr ‘C‘Oll\g(APLIANCE (SeorroN 308 AND SkoTION 403) '

The provisions of clause (3) (B) and clause (1) (8) (C) of Rule X

of the House of Representatives, and Section 308 (a) and Section 403

of the Congressional Budget Act of 1974 (relating to estimates of new

- budget authority on new ar increased tax expenditures and estimate

in comparisons prepared by the Director of the Congressional Budget
Office), are not applicable. '

OVERSIGHET STATEMENT

~ No specific oversight activities, other than the hearings accompany-
ing the Committee’s consideration of H.R. 4996, were made by the
Committee, within the definition of clause 2(b) (1) of Rule X of the
House. ‘ '
No summary of oversight findings and recommendations made by
the Committee on Government Operations under clause 2(b) (2) of
Rule X of the Rules of the House of Representatives was available to
the Committee with reference to the subject matter specifically ad-
“dressed by H.R. 4296.
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ApMINISTRATION PosiTioNn

The Department of Agriculture opposes the enactment of FL.R. 42
for the reasons set forth in the folﬁgving report: ent of H.R. 4296

DEPARTMENT OF AGRICULTURE,
OFFICE OF THE SECRETARY,

Hon. Taomas S. Forry, Washington, D.C.

Chairman, Comunittee on Agriculture,
House of Representatives, Washington, D.C.

Drar I\’IR‘. Cramman : The purpose of this letter is to convey the De-
partment’s views on H.R. 4296, a bill to adjust target prices, loan and
purchase levels of the 1975 crops of upland cotton, corn, wheat and soy-
beans, to provide price support for milk at 85 per centum of parity
with quarterly adjustments for the period ending March 31, 1976, and
for other purposes. : ’ ,

"The Department opposes enactment of this bill,

If the bill became effective the established price for the 1975 crops
of upland cotton, corn and wheat would be set at 48 cents per pound,
$2.25 per bushel and $3.10 (f)er bushel respectively. Furthermore, the
Secretary would be required to make available to producers loans and
purchases on the 1975 crops at 40 cents per pound for cotton, $1.87 per
bushel for corn and $2.50 per bushel for wheat. Given the levels of sup-
fQlo.rt_ provided for in H.R. 4296, we do not anticipate any additional de-

ciency payments or loan costs for the feed grain and wheat programs
for 1975. For cotton, however, the Department estimatés that H.R.
4296 would increase the cost of the 1975 cotton program by $554 mil-
lion, excluding possible disaster payments. s o E

If the bill became effective next April 1, the beginning of the 1975
76 milk marketing year, it would require a support price estimated at
$7.90 per hundredweight, an increase of 66 cents per hundredweight
over the present support. Furthermore, it would require additional in-
creases every three months thereafter until, by the end of the year, the
support would be an estimated $8.19, or 95 cents above the $7.24 sup-
port already announced for next year. This is equivalent to increases of
over 8 cents per gallon of milk, 10 cents per pound of cheese, and 20
cents per-pound of butter. Such a large increase in the support price is
not necessary to assure an adequate supply of milk and dairy products.
In fact, we believe this high level of support would not only be costly
to consumers and lower consumption, it would result in large purchases
of dairy products under the support program and very large and ex-
pensive government inventories. This would be disastrous to producers
and the dairy nl‘d&try. The purchase cost to CCC under this proposal
would be an estimated $162 million higher than the $250 million pro-
jected under the present level of support.

The Department, estimates the cost associated with H.R. 4296 for
1975 to be $882 million, including additional disaster payments. No
cost estimate can be growded for succeeding years because the bill, as
written applies to 1975 only. The Department would like to point out,
however, that if the prices provided for in this bill are escalated in
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1976 and 1977 as provided fgr in%he Agricultural Act of 1973, the
t could exceed $5.0 billion by 1977. .

co%;l?l?l exports have increased in value from $8 billion in 1972 to $21.i3

billion in 1974, and. we are estimating exports valued at more than $22

billion in fiscal year 1975. The high guaranteed prices established by

H.R. 4296 would allow foreign competition to undercut our prices an
force the U.S. into the position of a residual supplier. We certainly do
not want to return to the 1960’s type farm programs where export sub-
sidies were necessary to make certain U.S. crops competitive in world
rkets. oo -

m%.l%.sé%ﬁ would deny farmers the incentive to produce commodities
needed in the marketplace, causing them instead, to produce for Gov-
ernment payments. It could force cro land out of production and drain
the Federal treasury of billions of dollars in program payments.
for these reasons, enactment of HL.R. 4296 would be a painful step back-
ward for both farmers and consumers, and this Department is very

i 1 osed to its passage. . . -
Vlg:[“)lzg 1631%762%1% Managemgnt and Budget advises that enactment of this
piece of legislation would not be in accord with the objectives of the
Administration’s program.

Sinqerely,, Earr L. Bm, Seé?‘etqry.

Cuances IN Exstine Law

: - liance with clause 3 of rule X111 of the Rules of the House
ofhll{gg};e;ltatives, 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) :
AGRICULTURAL ACT OF 1949
| AN ACT

To stabilize prices of agricultural commodities.

it enacted by the Senate and House of Representatives of the
l?f;‘ie:é States of gmem'ca in Congress assembled, That this Act may
be cited as the “Agricultural Act of 1949.” »

TITLE I—BASIC AGRICULTURAL COMMODITIES

* * B * N -
PRICE SUPPORT FOR 1961 AND SUBSEQUENT YE?RS (COTTON)

Skc. 103. (a) Notwithstanding the provisions of section 101 of this
‘Act, price support to cooperators for each crop of upland cotton, be-
ginning with the 1961 crop, for which producers have not disapproved
marketing quotas shall be at such level not more than 90 per centum of
the parity price therefor nor less than the minimum level prescribed
below as the Secretary determines appropriate after consideration of
the factors specified in section 401(Db) of this Act. For the 1961 crop
the minimum level shall be 70 per centum of the parity price therefor,
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and for each subsequent crop the minimum level ‘shall be 65 per
centum of the parity ‘price therefor: Provided, That the price support
for the 1964 crop shall be a national average support price which re-
flects 30 cents per pound for Middling one-inch cotton. Price support
in the case of noncooperators and in case marketing quotas are dis-
approved shall be as provided in section 101(d) (3) and (5).

(b) [See (c) below.]

(¢) [Subsections (b) and (c) were added by the Act of April 11,
1964, P.1. 88-297, 78 Stat. 174, but were applicable only to the 1964
and 1965 crops of cotton. ]

(d) [Subsection (d) was added by the Food and Agriculture Act
of 1965, P.L. 89-321, 79 Stat. 1194, Nov. 3, 1965. It was effective with
respect to the 1966 through 1969 crops of cotton and was extended to
the 1970 crop by P.L. 90-559, 82 Stat. 996, Oct. 11, 1968] : '

(e) (1) The Secretary shall upon presentation of warehouse re-
ceipts reflecting accrued storage charges of not more than 60 days
make available for the 1971 through 1977 crops of upland cotton to
cooperators nonrecourse loans for a term of ten months from the first
day of the month in which the loan is made at such level as will reflect
for Middling one-inch upland cotton (micronaire 3.5 through 4.9) at
average location in the United States 90 per centum of the average
price of American cotton in world markets for such cotton for the
three-year period ending July 31 in the year in which the loan level
is announced, except that if the loan rate so calculated is higher than
the then current level of average world prices for American cotton of
such quality, the Secretary is authorized to adjust the current calcu-
lated loan rate for cotton to 90 per centum of the then current average
world price. The average world price for such cotton for such pre-
ceding three-year period shall be determined by the Secretary an-
nually pursuant to a published regulation which shall specify the pro-
cedures and the factors to be used by the Secretary in making the
world price determination. The loan level for any crop of uplang cot-
ton shall be determined and announced not later than November 1 of
the calendar year preceding the marketing year for which such loan is
to be effective. Notwithstanding the foregoing, if the carryover of up-
land cotton as of the beginning of the marketing year for any of the
1972 through 1977 crops exceeds 7.2 million bales, producers on any
farm harvesting cotton of such crop from an acreage in excess of the
base acreage allotment for such farm shall be entitled to loans and
purchases only on an amount of the cotton of such crop produced on
such farm determined by multiplying the yield used in computing
payments for such farm by the base acreage allotment for such farm.

(2) Payments sha#d be made for each crop of cotton to the pro-
ducers on each farm at a rate equal to the amount by which the
higher of— -

- (1) the average market price received by farmers for upland
cotton during the calendar year which includes the first five
months of the marketing year for such crops, as determined by
the Secretary, or - = R

(2) the loan level determined under paragraph (1) for such

crop : S : S ,

is less than the established price of 38 cents per pound in the case
of the 1974 and 1975 crops, 38 cents per pound adjusted to reflect any
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change during the calendar yéar 1975 in the index of prices paid by
farmers for grodueti@n items, interest, taxgs, and wage rates in the
case of the 1976 crop, and the established price for the 1976 crop ad-
justed to reflect any change during the calendar year 1976 ‘in such
index in the case of 1977 crop : Provided, That any increase that would
otherwise be made in the established price to reflect a change in the
index of prices paid by farmers shall be adjusted to reflect any change
in (i) the national average yield per acre of cotton for the three calen-
dar years preceding the year for which the determination is made,
over (ii) the national average yield per acre of cotton for the three
calendar years preceding the year previous to the one for which the
determination is made. If the Secretary determines that the producers
on a farm are prevented from planting any portion of the allotment
to cotton because of drought, flood, or other natural disaster, or condi-
tion beyond the control of the producer, the rate of payment for such
portion shall be the larger of {A) the foregoing rate, or (B) one-
third of the established price. 1f the Secretary determines that, be-
cause of such a disaster or condition, the total quantity of cotton which
the producers are able to harvest on any farm 1s less than 6625 percent
of the farm base acreage allotment times the average yield established
for the farm, the rate of payment for the deficiency in production
below 100 percent shall be the larger of (A) the foregoing rate, or
(B) one-third of the established price. The payment rate with respect
to any producer who (i) is on a small farm (that is, a farm on which
the base acreage allotment is ten acres or less, or on which the yield
used in making payments times the farm base acreage allotment is
five thousand pounds or less, and for which the base acreage allotment
ha's not been reduced under section 350 (f), (ii) resides on such farm,
and (iii) derives his principal income from cotton produced on such
farm, shall be increased by 30 per centum ; but, notwithstanding para-
graph (3), such increase shall be made only with respect to his share
of cotton actually harvested on such farm within the quantity specified
in paragraph (8). ,
3) uclg pa%zments shall be made available for a farm on the
quantity of upland cotton determined by multiplying the acreage
planted within the farm base acreage allotment for the farm for the
crop by the average yield established for the farm: Provided, That
payments shall be made on any farm planting not less than 90 per
centum of the farm base acreage allotment on the basis of the entire
amount of such allotment. For purposes of this paragraph, an acreage
on the farm which the Secretary determines was not planted to cotton
because of drought, flood, other natural disaster, or a condition beyond
the control of the producer shall be considered to be an acreage planted
to cotton. The average yield for the farm for afty year shall be deter-
mined on the basis o§ the actual yields per harvested acre for the three
preceding years, except that the 1970 farm projected yield shall be sub-
stituted in lieu of the actual yields for the years 1968 and 1969: Pro-
vided, That the actual yields shall be adjusted by the Secretary for
abnormal yields in any year caused by drought, flood, or other natural
disaster: Provided further, That the average yield established for the
farm for any year shall not be less than the yield used in making pay-
ments for the preceding year if the total cotton production on the farm
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in such preceding year is not less than the yield used in making pay-
ments for the farm for such preceding year times the farm base acre-
age allotment for such preceding year (for the 1970 crop, the farm
domestic allotment). = ‘

(4) (A) The Secretary shall provide for a set-aside of cropland if
he determines that the total supply of agricultural commodities will,
in the absence of such a sét-aside, likely be excessive taking into ac-
count the need for an adequate carryover to maintain reasonable and
stable supplies and prices and to meet a national emergency. 1f a set-
aside of cropland is in effect under this paragraph (4), then as a con-
dition of eligibility for loans and payments on upland cotton the pro-
ducers on a farm must set aside and devote to approved conservation
nses an acreage of cropland equal to (i) such percentage of the farm
base acreage allotment for the farm as may be specified by the Secre-
tary (not to exceed 28 per centum of the farm base acreage allotment),
plus, if required by the Secretary, (ii) the acreage of cropland on the
farm devoted in preceding years to soil conserving uses, as determined
by the Secretary. The Secretary is authorized for the 1974 through
1977 crops to limit the acreage planted to upland cotton on the farm
in excess of the farm base acreage allotment to a percentage of the
farm base acreage allotment. The Secretary shall permit producers
to plant and graze on set-aside acreage sweet sorghum, and the Secre-
tary may permit, subject to such terms and conditions as he may pre-
seribe, all or any of the set-aside acreage to be devoted to hay and
grazing or the production of guar, seasame, saflower, sunflower, castor
beans, mustard seed, crambe, Ela.ntago ovato, flaxseed, triticale, oats,
rye, or other commodity, if he determines that such production is
needed to provide an adequate supply, is not likely to increase the cost
of the price-support program, and will not adversely affect farm
income, ' )

(B) To assist in adjusting the acreage of commodities to desirable
goals, the Secretary may make land diversion payments, in addition
to the payments authorized in subsection (eg (2), to producers on a
farm who, to the extent prescribed by the Secretary, devote to ap-
proved conservation uses an acreage of cropland on the farm in addi-
tion to that required to be so devoted under subsection (e) (4) (A). The
land diversion payments for a farm shall be at such rate or rates as
the Secretary determines to be fair and reasonable taking into con-
sideration the diversion undertaken by the producers and the produc-
tivity of the acreage diverted. The Secretary shall limit the total acre-
age to be diverted under agreements in any county or local community
so as not to adversely affect the economy of the county or local

community. ’

(5) The upland cotton program formulated under this section shall
require the producer to take such measures as the Secretary may deem
appropriate to protect the set-aside acreage and the additional diverted
acreage from erosion, insects, weeds, and rodents. Such acreage may be
devoted to wildlife food plots or wildlife habitat in conformity with
standards established by the Secretary in consultation with wildlife
agencies. The Secretary may in the case of programs for the 1974
through 1977 crops, pay an appropriate share of the cost of practices
designed to carry out the purposes of the foregoing sentences. The
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Secretary may provide for an additional payment on such acreage in
an amogxt de{egmined by the Secretary to be appropriate in relation
" to the benefit to the general public if the producer agrees to permit,
without other compensation, access to all or such portion of the farm
as the Secretary may prescribe by the:general public, for hunting,
trapping, fishing, and hiking, subject to applicable State and Federal
regulations. - o . )

leg(Iflil) If the operator of the farm desires to participate in the pro-

gram formulated under this section, he shall file his agreement to do so

o later than such date as the Secretary may prescribe. Loans and pur-
ghases on upland cotton and payments under this section shall be made
available to the producers on such farm only if producers set aside
and devote to approved soil conserving uses an acreage on the farm
equal to the number of acres which the operator agrees to set aside and
devote to approved soil conserving uses, and the agreement shall so
provide. The Secretary may, by mutual agreement with the producer,
terminate or modify any such agreement entered into pursuant to this
subsection () (6) if he determines such action necessary because of an
emergency created by drought or other disaster, or in order to alleviate
a shortage in the supply of agricultural commodities.

(7) The Secretary shall provide adequate safeguards to protect the
interests of tenants and sharecroppers, including provision for sharing
on a fair and equitable basis, in payments under this section.

(8) In any case in which the failure of a producer to comply fully
with the terms and conditions of the program formulated under this
section precludes the making of loans, purchases, and payments, the
Secretary mgay, nevertheless, make such loans, purchases, and pay-
ments in such amounts as he determines to be equitable in relation to
the serionsness of the default. : )

'(9) The Secretary is authorized to issue such regulations as he de-
termines necessary to carry out the provisions of this Title. .

(10) The Secretary shall carry out the program authorized by this
section through the Commodity Credit Corporation. ]

(11) The provisions of subsection 8(g) of the Soil Conservation and
Domestic Allotment Act, as amended (relating to assignment of pay-
ments), shall apply to payments under this subsection.

* * # * #* ® #*

FEED GRAIN PROGRAM

Sec. 105. Notwithstanding any other provision of law—

(a) (1) The Secretary shall make available to producers loans and
purchases on each crop of corn at such level, not less than $1.10 per
bushel nor in excess of 90 per centum of the parity price therefor, as
the Secretary determines will encourage the exportation of feed grains
and not result in excessive total stocks of feed grains in the United
States. - : :

(2) The Secretary shall make available to producers loans and pur-
chases on each crop of barley, oats, and rye, respectively, at such level
as the Secretary determines is fair and reasonable in relation to the
level that loans and purchases are made available for corn, taking into
consideration the feeding value of such commodity in relation to corn
and other factors specified in section 401(b), and on each crop of
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grain sorghums at such level as the Secretary determines is fair and
reasonable in relation to the level that loans and purchases are made
available for corn, taking into consideration the feeding value and
average transportation costs to market of grain sorghums in relation
to corn. ' > -

(b) (1) In addition, the Secretary shall make available to producers
payments for each crop of corn, grain sorghums, and, if designated
by the Secretary, barley, computed by multiplying (1) the payment
rate, times (2) the allotment for the farm for such crops, times (3)
the yield established for the farm for the preceding crop with such
adjustments as the Secretary determines necessary to provide a fair
and equitable yield. The payment rate for corn shall be the amount
by which the hagher of— ' ‘

(1) the national weighted average market price received by
farmers during the first five months of the marketing year for
such crop, as determined by the Secretary, or

(2) the loan level determined under subsection (a) for such
Cro : :
is less than the established price of $1.38 per bushel in the case of the
1974 and 1975 crops, $1.38 per bushel adjusted to reflect any change
during the calendar year 1925 in the index of prices paid by farmers
for production items, interest, taxes, and wage rates in the case of the
1976 crop, and the established price for the 1976 crop adjusted to reflect
any change during the calendar year 1976 in sucllm) index in the case
of the 1977 crop: Provided, That any increase that would otherwise
be made in the established price to reflect a change in the index of
prices paid by farmers shall be adjusted to reflect any change in (i) the
national average yield per acre of feed grains for the three calendar
vears preceding the year for which the determination is made, over (ii)
the national average yield per acre of feed grains for the three calendar
years preceding the year previous to the one for which the determina-
tion is made. The payment rate for grain sorghums and, if designated
by the Secretary, barley, shall be such rate as the Secretary determines
fair and reasonable in relation to the rate at which payments are made
available for corn, If the Secretary determines that the producers on a
farm are prevented from planting any portion of the farm screage
allotment to feed grains or other nonconserving crop, because of
drought, flood, or other natural disaster or condition beyond the con-
trol of the producer, the rate of payment on such portion shall be the
larger of (A) the foregoing rate, or (B) one-third of the established
price. If the Secretary determines that, because of such a disaster or
condition, the total quantity of feed grains (or of wheat, or cotton
planted in lieu of the allotted crop) which the producers are able to
harvest on any farm is less than 6624 percent of the farm acreage allot-
ment times the yield of feed grains (or of wheat, or cotton planted in
lien of the allotted crop) established for the farm, the rate o payment
for the deficiency in production below 100 percent shall be the larger
of (A) the foregoing rate, or (B) one-third of the established price.
- (2) The Secretary shall, prior to January 1 of each calendar year,
determine and proclaim for the erop produced in such calendar year
a national acreage allotment for feed grains, which shall be the num- -
ber of acres he determines on the basis of the estimated national
average yield of the feed grains included in the program for the crop

4875575l
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for which the determination is being made will produce the quantity
(less imports) of such feed grains that he estimates will be utilized
domestically and for export during the marketing year for such
crop. If the Secretary determines that carryover stocks of any of
the feed grains are excessive or an increase in stocks is needed to as-
sure a desirable carryover, he may adjust the feed grain allotment
. by the amount he determines will accomplish the desired decrease or
increase in carryover stocks. State, county, and farm feed grain al-
lotments shall be established on the basis of the feed grain aﬁo’cments
established for the preceding- crop (for 1974 on the basis of the
feed grain bases established for 1973), adjusted to the extent deemed
necessary to establish a fair and equitable apportionment base for
each State, county, and farm. Not to exceed 1 per centum of the
State feed grain allotment may be reserved for apportionment to new
feed grain farms on the basis of the following factors: suitability of
the land for production of feed grains, the extent to vvl.ncht the farm
operator is dependent on income from farming for his livelihood, the
production of feed grains on other farms owned, operated, or con-
trolled by the farm operator, and such other factors as the Secretary
determines should be considered for the purpose of establishing fair
and equitable feed grain allotments. o )
(3) If for any crop the total acreage on a farm planted to feed grains
included in the program formulated under this subsection is less than
the feed grain allotment for the farm, the feed grain allotment for the
farm for the succeeding crops shall be reduced by the percentage by
which the planted acreage is less than the feed grain allotment for the
farm, but such reduction shall not exceed 20 per centum of the feed
grain allotment. If no acreage has been planted ‘to such feed grains
for three consecutive crop years on any farm which has a feed grain
allotment, such farm shall lose its feed grain allotment : Pm@z(le_(l,
That no farm feed grain allotment shall be reduced orlost through fail-
ure to plant, if the producer elects not to receive payment foy such
portion of the farm feed grain allotment not planted, to which he
would otherwise be entitled under the provisions of this Act. Any such
acres eliminated from any farm shall be assigned to a national pool
for the adjustment of feed grain allotments as provided for in subsec-
tion (e)(2). Producers on any farm who have planted to such feed
grains not less than 90 per centum of the feed grain allotment shall be
considered to have planted an acreage equal to 100 per centum of such
allotment. An acreage on the farm which the Secretary determines was
not. planted to such feed grains because of drought, flood, or other
natural disaster or condition beyond the control of the producer shall
be considered to be an acreage of feed grains planted for harvest. For
the purpose of this paragraph, the Secretary may permit producers
of feed grains to have acreage devoted to soybeans, wheat, guar, castor
beans, cotton, triticale, oats, rye, or such other crops as the Secretary
mav deem appropriate, considered as devoted to the production of
such feed grains to such extent and subject to such terms and conditions
as the Secretary determines will not impair the effective operation of
n. ) K . . .
the(g;(()%;&’l‘he Secretary shall provide for a set-aside of cropland if
he determines that the total supply of feed grains or other commodi-
ties will, in the absence of such a set-aside, likely be excessive taking
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into account the need for an adequate carryover to maintain reasorn-
able and stable supplies and prices of feed grains and to meet a na-
tional emergency. If a set-aside of cropland is in effect under this
subsection (c), then as a condition of eligibility for loans, purchases,
and payments on corn, grain sorghums, and, if designated by the
Secretary, barley, respectively, the producers on a farm must set aside
and devote to approved conservation uses an acreage of cropland
equal to (i) such percentage of the feed grain allotment for the farm
as may be specified by the Secretary, plus, if required by the Secretary
(ii) the acreage of cropland on the farm devoted in preceding years
to soil conserving uses, as determined by the Secretary. The Secretary
is authorized for the 1974 through 1977 crops to himit the acreage
planted to feed grains on the farm to a percentage of the farm acreage
allotment. If for any crop. the producer so requests for purposes of
having acreage devoted to the production of wheat considered as de-
voted to the production of feed grains, pursuant to the provisions of
section 328 of the Food and Agriculture Aot of 1962, the term “feed
grains” shall include oats and rye, and: barley, if not designated by the
Secretary as provided above. Such section 328 shall be effective in
1971 through 1977 to the same extent as-it would be if a diversion
program were in effect for feed grains during each of such years: The
Secretary shall effect permit producers to plant-and graze on set-aside
acreage sweet sorghum, and the Secretary may permit, subject to such
terms and conditions as he may prescribe, all or any of the set-aside
acreage to be devoted to hay and grazing or the production of guar,
sesame, safflower, sunflower, castor beans, mustard seed. crambe, plant-
‘ago ovato, flaxéeed, triticale, oats, rve, or other commaodity, if he deter-
mines that such production is needed to provide an adequate supply,
is not likely to increase the cost of the price-support program, and
will not advérsely affect farm income. . o s
(2) To assist in adjusting the dcreage of commodities to desirable
goals, the Secretary may make land diversion payments, in addition
to the payments authorized in ‘subsection (b), to producers on a farm
‘who, to the extent prescribed by the Secretary, devote to approved
conservation' uses an ‘acreage of cropland on the farm in addition to
that required to be so devoted under subsection (¢) (1) The land
diversion payments for a farm shall be at such rate-or rates. as. the
Secretary determines to be fair and téasonable taking into considera-
tion the diversion undertaken by the producers and the productivity
of the acreage diverted. The Secretary shall limit the total acreage to
be diverted under agreements in any county or local community so as
not to adversely affect the economy of the county or local community.
(3) The feed grain program formulated under this seetion shall
require the producer to take snuch measures as the Secretary may
deem appropriate to protect the set-aside acreage and the additional
diverted acreage from erosion. insects, weeds, and rodents. Such acre-
age may be devoted to wildlife food plots or wildlife habitat in con-
formity with standards established by the Secretary in econsultation
with wildlife agencies. The Secretary may, in the case of programs
for the 1974 through 1977 crops, pay an appropriate share of the cost
of practices designed to carry out the purposes of the foregoing
sentences. The Secretary may provide for an additional payment on
such acreage in an amount determined by the Secretary to be appropri-
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i ation to the benefit to the general public if the producer agrees
?iez:élrf;ilét;ithout other compensation, access to all or such port_lonfof
the farm as the Secretary may prescribe by the general public, 03
hunting, trapping, fishing, and hiking, subject to applicable State an

lations. . i
Fe?g%[lf It'i%uogemtor of the farm desires to participate in the program
formulated under this section, he shall file his agreement to do so no
later than such date as the Secretary may rescribe. Loans and pur-
chases on feed grains included in the set-aside program and pa%fln%ents
under this section shall be made available to producers on such farm
only if the producers set aside and devote to approved soil cons.eglwtzﬁg
uses an acreage on the farm equal to the number of acres which the
operator agrees to set aside and devote to ap roved soil cons];)rvmg
uses, and t%e agreement shall so provide. The Secretary may,h y mu-
tual agreement with the producer, terminate or modify any such agree-
ment entered into pursuant to this subsection (c) (4) if he deternﬁmes
such action necessary because of an emergency created by drought gr
other disaster, or in i}:‘der todptf'event or alleviate a shortage in the
of agricultural commodities. -
Sul()gﬁyThe %ecretary shall provide for the sharing of payments 1}1}111-
der this section among producers on the farm on a fair and equitable

basis, ;
Repealed ) )

Egg (%1!: Segretarj:'l may make such adjustments in acreage under
this section as he determines necessary to correct for abpormal factors
affecting production, and to give due consideration to tillable acreage,
crop-rotation practices, types of soil, soil and water conservation meas-
ures, and topography, an in addition, in the case of conserving uf)e
acreage to such other factors as ‘he deems necessary in order 'fighesga -
lish a fair and equitable conserving use acreage for the farm. The Sec-
retary shall, upon the request of a majority of the State committee es(i
tablished pursuant to section 8(b) of the Soil Cons%r?altlmn ants
Domestic Allotment Act, as amended, adjust the feed grain a fo@men s
for farms within any State or county In order to establish fair ai:n .
equitable feed grain allotments for farms within such State or crls)un 3y :
Provided, That except for acreage provided for in subsection (b) (3),

adjustments made pursuant to this sentence shall not increase the total

State orain acreage. The Secretary is authorized to draw upon
&:tscﬁﬁigég;ool provi’gded for in subsection (b)(3) in making such
adiustments. Notwithstanding any other provision of this subsection,
thg, feed grain base for the farm shall be adjusted dowgwgrd to the

excent,requireii (ti)y’ subsection (b) (3). | -
g; E{ ﬁ,%;?ce;s:e! in which the failure of a producer to comply fully
with the terms and conditions of the program formulated under this
section precludes the making of loans, purchases, and payments, the
Secretary may, nevertheless, make such loans, purchases, and pay-
ments in such amounts as he determines to be equitable in relation to
the seriousnesslog the default. - : R

é%% %eePeSaegrgaryyis authorized to jssue such regulations as he
.determines necessary to carry oub the provisions of this section.

e(i) The Secretary shall carry out t.he é:-mgmm authorized by this
gsection through the Commodity Credit Corporation. :

’ . R V . . *

* ® . . *
* . »
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WHEAT PROGRAM

Skc. 108. Notwithstanding any other provision of law—

(a) Loans and purchases on each crop of wheat shall be made
available at such level as the, Secretary determines appropriate, tak-
ing into consideration competitive world prices of wheat, the feeding
value of wheat in relation to feed grains, and the leve] at which price
support is made available for feed grains: Provided, That in no event
shall such level be in excess of the parity price for wheat or less than
$1.37 per bushel. , ' : :

(b) If a set-aside program is in effect for any crop of wheat under
section 379b(c) of the Agricultural Adjustment Act of 1938, as
amended, payments, loans and purchases shall be made available on
such crop only to producers who comply with the provisions of such
program, s o ‘ o ‘

(e) Payments shall be made for each crop of wheat to the producers
on each farm in an amount determined by multiplying (i) the amount
by which the higher of— o ' .

(1) the national weighted average market price received by
farmers during the first five months of the marketing year for
such crop, as determined by the Secretary,or . -

(2) the loan level determined under subsection (a) for such
crop ; .

is less than the established price of $2.05 per bushel in the case of
the 1974 and 1975 .crops, $2.05 per bushel adjusted to reflect any
change during the calendar year 1975 in the index of prices paid
by farmers for production items, interest, taxes, and wage rates in the
case of the 1976 crop, and the established price for the 1976 crop
adjusted to reflect any change during the calendar year 1976 in such
index in the case of the 1977 crop, times in each case (ii) the allot-
ment for the farm for such crop, times (iii) the projected yield es-
tablished for the farm with such adjustments as the Secretary deter-
mines necessary to provide a fair and equitable yield : Provided, That
any increase that would otherwise be made in the established price
to reflect a change in the index of prices paid by farmers shall be
adjusted to reflect any change in (i) the national average yield per
acre of wheat for the three calendar years preceding the year for
which the determination is made, over (ii) the national average
yield per acre of wheat for the three ealendar years preceding the
vear previous te the one for which the determination is made. If the
Secretary determines that the producers are prevented from planting
any portion of the farm acreage allotment to.wheat or other non-
conserving crop, because of drought, flood, or other natural disaster
or condition beyond the control of the producer, the rate of payment
on such portion shall be the larger of (A) the foregoing rate, or (B)
one-third of the established price. If the Secretary determines that,
because of such a disaster or condition, the total quantity of wheat
(or of cotton, corn, grain, sorghums, or barley planted in lieu of
wheat) which the producers are able to harvest on any farm is less:
than 6624 percent of the farm acreage allotment times the projected

ield of wheat (or of cotton, corn, grain, sorghums, or barley planted
in lieu of wheat) for the farm, the rate of payment for the deficiency
in production below 100 percent shall be the larger of (A) the fore-
going rate, or (B) one-third of the established price. The Secretary
shall provide for the sharing of payments made under this subsection
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for any farm among the produoérs on the farm on & fair and equitable

basis.
* i
’ ; , . * * o h?:s
 Sype. 108. (@) Notwithstanding sections 103, 105, and 107 of ¢
A:?S; the esta(blgshed ‘price for the 1975 crops of upland caéto'%?;i,, ggr;%
and. wheat shall be, I8 ce@i%pfg' pg méa%%ﬁ%%ﬁﬁ%@é@abz{m
respectively, & ¢ Secre 2 :
g%d&%ﬁ:l%anf and pf&;ckases on the 1975 crops of upland mgo;;o%
corn, and wheat at 40 cents per pound, $1.87 per bushel, a;,, d $5.50
-per bushel, respectively : Provided, That the rate of mter%s_ ontoo m
‘modity loans made by the Commodity Credit 001‘3?07‘% ion all
cligible producers shall be established quarterly on the ahi?s [})f Ihe
Jowest current interest rate_on ordinary obligations ojf t 9754&2?3
States: Provided further, That the nonrecourse loan for 19 i tf; agg
upland cotton as set forth in secton 103(e) (1), of the A%&i{t{ Zal
Act of 1949, as amended, shall be made available for an itior
term of eight months at the option of the cooperagor. , ihis Aot
“(b) Notwithstanding the provisions of section 301 o wm ,
the Secretary shall make avei able to producers loans ana purcha jj
on the 1975 crop of soybeans at such levels as reflect the &zst;:wl
average relationship of soybean support levels to corn support 'vtehs
during the immediately, preceding three years, except that forh l(i
1975 ¢rops of upland cotton, feed grains and fw?we;t, the Seeremﬂrg.g ha
establish, insofar as is practicable, the same terms and co zzzom
relative to storage costs and interest rates on all nonrecourse oans

extended onsuch crops.

* * * * *

* * R * o * * ’ *®
TTTLE TI—DESIGNATED NONBASIC AGRICULTURAL
'COMMODITIES ,

Sge. 201. The Secretary is authorized and directed to make avail-
ab?em( iw%thmit regard torghe _provisions of title I1I) price support to
producers for tung nuts, honey, and milk as follows: -

Repealed : .

2?1)) %‘hel'_);rice (]if honey shall be supported through loans, ;purchafe.s,
or other operations at a level not In excess of 90 per centum nor less
than 60 per centum of the parity price thereof ; and the price of tung
nuts Tor each crop of tung nuts through the 1976 crop shall be sup-
ported through loans, purchases, or other operations at a level not 1n
excess of 90 per centum nor less than 60 per centum of the parity price
therefor: Provided, That in any crop year through the 1976 crop year
in which the Secretary determines that-the domestic production of
tung oil will be less than the anticipated domestic demand for such
oil, the price of tung nuts sﬁnaﬁfbe supported at not less than 65 per
centum of the parity price therefor. , . T

(¢) The pi‘ige ofynliilk shall be supported at such level not in ex-
cess of 90 per centum nor less than 75 per centum of the parity price
therefor as the Secretary determines necessary m order to assure an
adequate 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 productive capacity sufficient to meet
anticipated future needs. Notwithstanding the foregoing, effective for
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the period beginning with the date of enactment of the Agriculture
and Consumer Protection Act of 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) 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 M arc;z/ 31, 1976, the support price of milk shall
be established at no less than 85 per centum. of the partiy price there-
for, on the date of enactment, and the support price shall be adjusted
thereafter by the Secretary at the beginning of each quarter, begin-
ning with the second quarter of the calendar year 1975, to reflect any
change during the immediately preceding quarterin the index of prices
paid by farmers for production items, interest, taxes, and wage rates.
Such support prices shall be announced by the Secretary within 30
days prior to the beginning of each quarter.

* * % * * * *
TITLE III—OTHER NONBASIC AGRICULTURAL
COMMODITIES

Sec. 301. The Secretary is authorized to make available through

. loans, purchases, or other operations price support to producers for

any nonbasic commodity not designated in title II at a level not in
excess of 90 per centum of the parity price for the commodity.

Sec. 302. Without restricting price support to those commodities
for which a marketing quota or marketing agreement or order pro-
gram is in effect, price support shall, insofar as feasible, be made
available to producers of any storable nonbasic agricultural com-
modity for which such a program is in effect and who are complying
with such program. The level of such support shall not be in excess
of 90 per centum of the parity price of such commeodity nor less than
the level provided in the following table:

If the supply percentage as of the beginning of the marketing
year is:

The level of support shalk
be not less than the
Jollowing percentage of
the parity prices

Not more than 102 90
More than 102 but not more than 164 89
More than 104 but not more than 106________________ 88
More than 106 but not more than 108 _ .. 87
More than 108 but not more than 110 ___ .. 86
More than 110 but not more than 112 -— 85
More than 112 but not more than 114________________ 84
More than 114 but not more than 116 __________ 83
More than 116 but not more than 118 82
More than 118 but not more than 120, . oo . 81
More than 120 but not more than 122 ______________ 80
More than 122 but not more than 124 _____________ 79
More than 124 but not more than 126. e 78
More than 126 but not more than 128 . . 77
More than 128 but not more than 180 ___ 76
More than 130..... - —— 75
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Provided. That the level of price support may be less than the mini-
‘mum level }:;rovided in the foregoing table if the Secretary, after exam-
ination of the availability of funds for mandatory price support pro-
‘grams and consideration of the other factors specified in section 401

{b), determines that such lower level is desirable and proper. .

" "Src. 303. In determining the level of price support for any nonbasic
agricultural commodity under this title, particular consideration shal}
be given to the levels at which the prices of competing agricultural
‘commodities are being supported.

ADDITIONAL VIEWS OF HON. ED JONES AND
HON. RICHARD NOLAN

The importance of the dairy provisions of this bill cannot be over-
emphasized. The provisions that dairy price supports be maintained at
85 percent of parity, and adjusted quarterly, are imperative if an
adequate supply of dairy products is to be maintained.

Without these provisions, we will be faced with one of two alterna-
tives: Either short supply or reliance upon imports. Qur recent ex-
perience with the petroleum industry should have taught us the un-
fortunate consequences of either of these alternatives.

A continued loss in the number of dairy farmers at present trends
will result in certain short supplies of dairy products. Already there
is a record low in the dairy cow population of the United States. Our
future supplies of dairy products cannot continue to be jeopardized.
Short supplies that may result from the failure of this measure to pass
can only lead to higher prices and a terrible burden on the consumers.

Additional losses of dairy herds on our farms will take at least
three years to replenish. Once out of the dairy industry, the farmer
traditionally does not return.

We have learned much regarding international trade during the
past 18 months from the oil cartels. Do we want to add another neces-
sary commodity to our list of products that we depend on from foreign
sources—further damaging our balance of trade ?

It is imperative that we, as consumers, maintain a healthy dairy
industry in order for a healthy consumer market to exist.

Ep JoxEs.

Rrcuarp Noranw.
(25)
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ADDITIONAL VIEWS OF HON. JOHN MELCHER

What is a fair price for food? :

C(;lnm}llmers are paying higher food bills and they say they are much
too high. :

In commodity after commodity, farmer-producers are getting less—
so much less many are being forced out of business.

Put in simple terms, fair prices for food are prices which give
producers an adequate return to continue in farming or ranching,
and give processors and handlers an equitable amount without goug-
ing consumers.

It is a hard balance to reach and much of the difficulty is the in-
herent and persisting lack of understanding among all of the parties
to the food cycle: producers, processors, handlers and consumers.
Consumers feel that, because farmers and ranchers handle large sums
of money, they are making good profits. Producers are frustrated and
angry because they, as consumers themselves, wonder why retail food
costs are so high and both of these groups are inclined to look dubi-
ously at the processors and handlers and declare with real conviction
that “they are ripping us off.” :

‘What are the facts?

The facts are that the middlemen have increased their “take” out
of the food dollar, feeding the fires of inflation at the worst possible
time. The farmers’ and ranchers’ share of the retail food dollar has
dropped from 50 cents and above to less than 40 cents in January this
year. The middlemen have increased their take from 50 percent to
more than 60 percent. The Price Spreads report for January shows
that although the farm value of a pound of beef is down 21 percent
the retail price has dropped only 7 percent and the “take” between
farmer and consumer has increased 21 percent—more than one-fifth.

Because it is important in relation to this bill,’T call attention to the
fact that in the last year the farm value of wheat in a loaf of white
bread has dropped 24.6 percent—virtually one-fourth—but the retail

rice has gone up 16.9 percent, or about one-sixth. These are January
gg;ures from the Bepartmenf, of Agriculture. ~ .

The Agriculture Committee in this bill is taking emergency action
to peg floor prices and returns to producers on several basic commodi-
ties because there are fears that there will be further sharp drops in
farm prices as a result of high production and declining foreign sales.
Grain farmers, in particular, who have been asked to produce large
quantities of grain in 1975, see 4 slackening of world demand in face
of huge créps which -could result in another plunge in prices far be-
low cost of production which would ruin them. o

If that happens, who suffers? It won’t be just producers. Succeed-
ing crops will be cut back, farm prices will escalate again and there
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will be a new round of high prices which afford the middlemen an

opportunity to widen their margins some more and blame it on the
higher farm prices. o .

My principal objection to this bill, and I do not approve it in its
present form, is. the long range effect it will have on the ability of
farmers to produce abundant quantities of grains so that consumers
may have stable and adequate supplies of food at their prices. The
Dbill does not assure the solvency of producers and therefore is a dis-
service in the long run to consumers. Grain supplies have to be avail-
able to produce poultry, eggs, milk and other dalr{)oproducts, and for
livestock. Without adequate grain supplies the above food supplies
dwindle and food prices eventually climb. - E :

The real clincher in establishing the market for grain when there
are surpluses is the loan rate. If the market drops below the loan,
farmers leave the grain in storage under loan. That does make the
market, and farmers know it. ’ , _ ,

The target prices are the level to which Government payments sup-
plement the market price, as determined by calculating the average
paid in the markets during the first five months of each marketing
year. The farmers do not, however, get payments. up to target price
Jevel on all of their crops in those years when they heed pleas for all:
out production, as winter wheat growers have already done by increas-
ing acreage, and spring wheat and feed grain growers are asked to
do by planting fence-to-fence in the next two or three months,-Target
payments, if made, are only on the average production from the mini-
mum acreage allotments which are being assigned to each farm for
the purpose of determining payment liability. At least 25 percent of
production has no target price protection. e , -

The bill, considering both target and loan price levels, does. not
leave the basic supports of grain at high enough levels to assure pro-
ducers they can stay in business. , C

In the case of wheat in my State of Montana, where we produce
fine milling varieties, we will have a $2.50 per bushel national average
loan rate and a $3.10 target, adjusted down to offset the cost of trans-
portation—freight—to such regional market centers as Portland, the
Twin Cities, etc. When the freight adjustment is made, Kansas farm-
ers will actually get loans a little over $2 per bushel and Montana pro-
ducers about $1.90 per bushel. L ‘ '

Montana State University estimates the cost of production of wheat
in one of our State’s best wheat-producing counties at $3.15 per bushel
this year, or $1.25 more than the net the producers will get from the
loan rate and 65 cents per bushel more than they will get even on the
portion assured target price payments. Relying on the government
supports under this bill, they stand to lose an average of about 80
cents to 85 cents per bushel on their production.-
~ If they are still around to produce wheat at all in 1976, they are
going to cut their losses by reducing acreage—not just in Montana, but
everywhere. The Midwest and Southern farmers who have planted
wheat this year will certainly drop out. Then the consumers will suffer.
Wheat prices will go up. Starting from their already inflated retail
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price levels for bread (retail food prices never come down as fast or
as far as farm prices) there will be another escalation in food costs.

The low loan levels compared to the target or established price levels
not (,)nly adversely affect the producers, they increase the govern-
ment’s exposure to losses, or payments. There is about a 20 percent
spread between loans and targets in this bill—38 cents per bushel in
the case of corn and 60 cents per bushel in the case of wheat—which
represents the potential Government liability for payments. That
spread certainly should not be more than 15 percent and 10 percent
W(igldhbe}f)etter. :

oth the loans and the targets for grains in this bill and particu-

larly for wheat should be higher i i oducers
cononors e g otould b gher in the best interest of producers,,

JorN MELCHER.
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ADDITIONAL VIEWS OF HON. BOB BERGLAND

Why, you may ask, is your Committee on A%rieulture reporting &
bill to raise farm income guarantees at a time like this?

Some of the important facts are:

1. About 60 percent of our wheat, 40 percent of our soybeans and
20 percent of our feed grains were exported last year in a volatile world
market subject to sharp price fluctuations. )

2. Last year farm product exports earned $22 billion, an all-time
high and were the major factor in our near-balanced trade position.

3, This year farmers have been asked by our Government to pro-
duce every pound, bushel and bale possible in order to meet our own
consumer needs and to continue to meet commercial foreign demands
placed upon us. There are no production controls on any of the com-
modities covered by the bill.

4. The markets for grains have broken sharply since last November
because of the chaotic conditions in the commodity markets of the
world over which American farmers have no control.

5. A major portion of farm production costs are petroleum-based,
ie., fuel, fertilizers, pesticides and have tripled in cost during the
past two years.

Current law provides price protection at levels far below current
production costs and if grain markets continue to tumble, wholesale
farm and agribusiness bankruptcies will follow.

The Committee bill is a compromise between those of us who would
prefer much higher levels of protection and those who prefer no
change. The grain guarantee levels recommended are about midway
between present market prices and the protection afforded by present
law. In no way will the grain sections increase food costs. To the
contrary, ample food supplies can only be assured if there is some
minima] protection against financial ruin and the resulting economic
backlash. '

In my state of Minnesota last year 3,200 farmers abandoned the
production of milk because of the fierce cost-price squeeze. Nationally
about 20,000 dairy farmers quit the business. I am convinced thousands
more would have quit but for the fact that the proceeds of a sale
would not have paid off the mortgage on the livestock. '

The Committee bill would raise the price of manufactured milk
products to levels comparable to prices received in February 1974 or
to about $8.14 per hundred pounds of milk. T know from experience
that unless dairy incomes are improved, the exodus of dairy farmers
will continue ; and if we are to depend on the dairy giants for our milk
supplies—consumers beware.

The bill provides price protection for the 1975 crop only for the
same reason your Committee moved quickly a few weeks ago to set
aside the fomiy stamp cost increases scheduled to go in place on March 1.

These actions will buy time during which the Committee can under-
take a complete and comprehensive review of our food and fibre pro-
duction and consumption policies, which in my judgment are in need
of overhaul.

Bos Brrorano.
(31)
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DISSENTING VIEWS OF HON. FREDERICK W. RICHMOND

I voted against reporting H.R. 4296 to the House floor with its pres-
ent language. The reasons I am opposed to this bill are different from
those of the Administration and are different from those of some
of my colleagues on the Committee who also opposed this measure.

The Administration is totally opposed to any government “interfer-
ence” with the farm economy. The Secretary of Agriculture does not
want to admit that it is the responsibility of the Federal Government
to assist farmers when they are in need of economic assistance; I do.
The Secretary of Agriculture does not care about helping farmers
caught in dificult economic circumstances; I do. However, I am con-
cerned not only with the impact of certain provisions of this bill and
their effect on consumers in our:cities, but with the effects of the
support levels on the long-term economic situation. for certain
commodities. . ‘ : , o

I do not subscribe to Secretary Butz’s contention that the govern-
ment should not interfere with farmers; that we should let them suffer
each drought, each flood, each blight. Farmers need our help more than
ever and so it is incumbent on us to give them that help at such a level
that they will still retain their independence as producers, while al-
leviating their fears of bankruptcy, or loss of their livelihood. At the
same time, we must protect food supplies so there is an adequate amount
here at home, plus something left over for us to offer to countries

" needing additional food themselves. We must assure the American
consumer of a steady supply of food commodities at reasonable prices,
and the only way to do t}ﬁat is to reach a level of support for our farm-
ers that protects them while not adding to consumer prices.

I understand the farmer’s plight when faced with rising costs and
lessening return on his products. However, I cannot neglect the needs
of consumers living in large, urban areas, who would be forced to pay
higher prices because of some provisions of the bill. The bill recom-
mends milk price support at 85 percent of parity, a figure which the
President has vetoed once already. According to the Department of
Agriculture, this would raise the cost of milk to the consumer 8 cents
per gallon, raise the price of cheese by 10 cents per pound, and raise
the price of butter a staggering 20 cents per pound. These price
increases are intolerable to urban consumers. It affects the pocketbook
of every middle-class family in the country. It will mean less food on
the tables of the lower middle-class and the poor who are already
struggling to get food to eat while prices rise higher and food stamps
benefits do not. :

Therefore, I will offer an amendment on the House floor to lower
the support price for milk to 80 percent of parity while retaining the
quarterly adjustment feature that assures the milk producer of more
timely adjustments in the level of support to him without increasing
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prices to the consumer. This will discourage retail price increases in
dairy products, while offering a reasonable level of support to dairy
producers. I understand that dairymen are hard pressed, but with the
continuing decline in feed costs, it can be anticipated that this will
ease the economic squeeze that the dairyman finds himself in now. I
feel that the 80 percent figure offers adequate protection to the dairy-
man. This is & one-year bill, and after this period, if conditions war-
rant, the Committee wil certainly reconsider whether or not to raise
these support levels. )

Furthermore, I believe consumers just aren’t going to accept these
increased retail prices without an argument. A drop in demand such
as may be precipitated by raising these su§>port levels may very
well cause the dairy farmer more grief than help. If consumer demand
falls, the deiryman’s financial position will suffer, and he will be
right back where he doesn’t want to be, struggling just to make ends
meet. : '

I believe the cotton loan of 40 cents and the target price of 48 cents
are unjustified for several reasons: o

(1) The market price of cotton is now below the loan level. There-
fore, it is clear that if the loan remains at this artificially high level
cotton farmers will be producing cotton America doesn’t want and the
government will be buying it at an unreasonable price. ]
(2) There is no overseas market for cotton. Fifty other countries
roduce the crop and worldwide demand is falling. : , .

(3) The alternative crop for most cotton farmers is feed grains.
To encourage farmers to grow cotton when nobody wants it, when
they could be producing food that would help lower consumer prices
is a bad food:policy for America. - ' _ S

(4) There are now 6 million bales of cotton in storage in this
country. This bill will result in an additional 4 million bale surplus.
That’s more cotton than we use in a year and there is no justification
for keeping more than a year’s supply of cotton in storage.

(5) If at the end of the loan period the government is forced
to take possession of this loaned cotton, it will cost the taxpayer $10
million a month until it is sold. - - ‘

Therefore, I will introduce an amendment on the floor that will
lower the target price of cotton to 45 cents per pound and the loan price
to 88 cents per pound. This together with the amendment I intro-
duced in the Committee and which was aceepted by the Commiittee
to treat all crops alike when it comes to storage costs and interest rates
will dampen cotton farmers’ enthusiasm for growing cotton without
causing undue hardship.

. In closing I say to those who wish to build a coalition of farmers
and consumers that the way to achieve this is not by raising prices
to consumers, and thereby alienating them to the legitimate needs of
farmers, but to address ourselves to the questions of concentration
in the food industry by giant corporations, and the exploitation of
small farm producers and consumers by large, multinational middle-
men, HL.R. 4296 does not address this basic problem.
' Frep RicEMOND.

DISSENTING VIEWS Oi? HON. NORMAN E. D’AMOURS

On Thursday, March 6, the Agriculture Committee passed a one-
year emergency bill by a vote of 32-8.

Among other increases, the bill provides for new target prices for
wheat and corn of $3.10 a bushel, and $2.25 a bushel. These are in-
creases from $2.05 a bushel and $1.38 a bushel, respectively. It also pro-
vides new loan rates of $2.50 a bushel of wheat and $1.87 a bushel of
corn. ,

Such an increase was necessary, the Committee felt, because of the
recent downward turn in grain prices following drastic fluctustions in
market prices and rising operational costs. : i

Not unexpectedly, and with sound justification, the grain farmers
of America want to protect themselves from future drastic price oscil-
latien. Experience shows that this is a genuine risk and I have no quar-
rel with the increased target prices and loan rates since they remain
well below present market prices for wheat-and corn. :

The situation for the cotton producer and the milk producer how
ever, is not the same as it is for the grain farmer.

Unlike the grain situation, increased parity payments to milk pro-
ducers to 85 percent, will according to testimnony, result in direct cost
increases to the consumer. The USDA estimates unit increases to the
consumer of 8 cents per gallon of milk, 10.cents a pound of cheese, and
20 cents a pound of butter. These figures only reflect the price increase
for the farmer and NOT the inevitable inereases of the omnipresent
middleman. The National Consumer Congress estimates a total cost to
the consumer of $1.15 billion. $953 million is through across-the-
counter price increases, and $162 million is the USDA’s estimated sup-
port payment increase. In the past two years the taxpayer has paid
$542 million into dairy support ($209 million in 1978-74, $332 million
in 1974-75). The additional $162 million results in a cost of $494 mil-
lion for 1975-76. The tax subsidy will have more than doubled in two
years. ‘

As a member of the Agriculture Committee, I heard no compelling
evidence of the needs of dairy farmers such as to justify adding fur-
ther to consumer costs in these recissionary times. Particularly, at a
time when the dairy farmer’s feed costs are decreasing.

The bill retains a quarterly review of parity figures, and I strongly
support the continued retention of this provision. It is particularly
important in view of the rapid changes in our agriculture economy.
This provision allows us greater flexibility in ascertaining the move-
ment of the market and how the dairy producer is affected by it. If we
set a figure now on which we must rely until April 1976 we will have
set a rigid standard whose legitimacy 1s in doubt at its creation. Pres-
ent economic signs indicate it is too high a figure. The result will be
further inequity to the consumer, the one party whose voice was not
heard during the hearings.
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The bill provides a 27 percent increase in target price from 38 cents
to 48 cents a pound of upland cotton, and increases the loan rate per
pound from 834 cents to 38 cents. This is in face of a decreased world
and domestic demand for cotton. .
~ The USDA estimates it costs the American taxpayer $50 million
a year per penny that the market price falls below the target price. The
present market price is 36 cents a pound plus 5 cents for the value of
the cottonseed derivative for a total price of 41 cents. Right now that
reflects a tax subsidized payment of $350 million. =~ o

- With a 50 percent increase in carryover of excess cotton this year
amounting to 1.9 million bales, the United States will have over 5.6

million bales of excess cotton in storage by August 1, 1975, according

to the USDA. The 5.6 million bales in reserve stocks are presently
sufficient to fill this country’s needs for more than 11 months. The
world supply is now 30 million bales and can supply the world’s needs
for 6 months, Coupled with a 4-month decrease in world demand it
makes little sense to provide such a costly incentive to produce more
of a commodity when the economic signs indicate it is neither wanted
nor needed. - o i - ~ '

Based on an “intentions” survey conducted by the USDA in January
1975, cotton prodncers in this country have reduced acreage previously
allocated to the production of c¢otton from 13.9 million acres to 9.5
million acres, a reduction of nearly one-third. a

The cotton producers realize the portent of such an excess supply.
The market price for cotton will faﬁ and the farmer will be hurt by
the glut. Their only remedy after that will be to rely on the U.S.
taxpayer again. e o

The cotton producer has been provided an incentive by the loan rate
for soybeans inchided in this bill to reallocate his acreage to the growth
of soybeans. Othier crop growth is possible depending on the area of
the country. The American farmer should be further induced to grow
food crops rather than commodities which are nonfood, and not in
need. He must not be induced to price himself out of the world market;
a real likelihood if the 48 cents target price is passed. '

) C e o Normax E. D’Amours,

SEPARATE VIEWS OF HON. WILLIAM C. WAMPLER

American farmers are to be commended for the abundance as well
as the efficiency of their production. Qur farmers in 1974 not only
supplied consumers with adequate supplies of food and fiber, but they
have—through hard doliar sales of agricultural exports of approxi-
mately $22 %iﬁion'—njeary provided us with a balance of payments
to offset the nearly $24 billion in imports of crude oil needed to meet
our energy crisis. The high productivity of our nation’s farmers has
permitted this country to be competitive in world markets such that our
commodities were readily saleable despite sizeable donations of food
products to foreign countries in 1974. R S

_The United States farmers, however, are faced with a cost-price
squeeze (a persistent problem in farmipg), which has been aggravated
over the last two years by double-digit inflation combined with a
world-wide recession that has caused sharp reductions in recent months
in the prices that farmers are receiving for their products. Farmers
are entitled to and must be given some relief in these circumstances. .

H.R. 4296, which accompanies this report, has been generally re-
ferred to as emergency legislation. I am concerned that Congress not
over-react to what has been characterized in hearing testimony and
the press as an emergency. While the situation is such that it warrants
quick action, the action must be accompanied, in my opinion, by sound
economic and political judgment that results in legislation and not the
undesirable consequences of a possible Presidential veto, a political
issue for some, and no near-term answer or solution to the problems of
either the farmers, the consumers, or the taxpayers. Lo ‘

I am not convinced that the amendments in this bill, anymore than
the Agriculture and Consumer Protection Act of 1973, should be char-
acterized as a minimum farm income guarantee through the expedient
of adjustment to target prices, loan and purchase levels on certain com-
modities and the provision of increased price supports for milk. Such
thinking and such a rationale for this or similar farm legislation will
surely hasten or insure a federally “controlled” farm economy. =

The 1973 Act, and the amendments contained in the bill accompany-
ing this repott, provided for an escalator for target prices and loan
levels based on changes in “the index of prices paid by farmers for
production items, interest, taxes, and wage rates,” and also provided
that any increase was to be adjusted to reflect changes in yields per
acre. It was never intended, in my opinion, nor does the legislative
history of the 1973 enactment so reflect, that farmers should be guaran-
teed an income that would permit them to recover the costs of their
production. Farmers, by ant{) large, are an independent group of indi-
viduals who much prefer free markets to subsidization, farm controls
and a federal government seemingly out of control over its budget.

Nonetheless, farmers are entitled to some relief in an economy domi-
nated and controlled by the Federal government in other areas such
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that floors are placed on wages; that large government deficits result
in increased prices for manufactured products that farmers purchase;
and export monitoring and substantial imports on certain farm prod-
ucts (such as cheese and beef) operate as a whipsaw on differing seg-
ments of the farm economy trying to make a profit on their operations.
The relief to which the farmers are entitled to help them meet the
financial risks, some of which have arisen because of governmental
action either directly or indirectly, involved in the production of their
products is largely judgemental and must, I believe, be disassociated
from guarantéed income, recovery of the costs of production, ete., or
the farmer and the Federal government will once more march down
the road to subsidies, set asides, and a loss of our world markets. Farm-
ers are, in my opinion, more favorably disposed to reasonable loan
levels that will permit them to control their own productoin to a large
extent. '

The figures for target prices, loan levels and support prices for milk
as contained in H.R. 4296, as amended, are the judgment of the major-
ity of this Committee as to what the farmer should receive. It does not
agree with the judgment of others on the Committee who claim to rep-
resent primarily consumer, as opposed to farm, interests. The Agricul-
ture Department opposes the prices arrived upon by the majority of
the Committee as noted in corresp‘ondence inserted in the main part of
this Report. This opens speculation that even though the majority of
the Congress were to agree with the pricés agreed upon by the major-
ity of the Committee, the President, who speaks for the Executive arm
of the government, may through a balancing of the interests of farm-
ers, consumers and taxpayers reach different judgment, equally valid
in the eyes of many, as to exactly what price should appear in the bill.
Thus, unless the votes are there to override such a position by the
President, if, as and when it may come, we will have passed an issue
bill and the farimers for whom the relief 1s sought will not have averted
its undesirable consequences—no bill or a bill enacted too late in the
growing season to be of réptimum assistance. On my part, I believe and
want a bill drafted and designed to insure enactment at an early date.

Perhaps this bill will not encounter any difficulty on the Floor ; how-
ever, in the event that the bill does encounter treuble and its passage
is in doubt, I reserve the option to offer a substitute which I believe
would achieve a legislatively attainable goal-—enactment in time to
help the farmers and a bill that is acceptable to consumers,

B ‘ : ’ Wiriam C. WAMPLER.

.
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DISSENTING VIEWS OF HON. PAUL FINDLEY AND
HON. STEVEN SYMMS

This bill is based on the wrong philosophy, the wrong economics,
and the wrong politics. '
It should, therefore, be rejected.

TARGET PRFCE BYRTEM UNSOUND

The so-called “target price” system of price supports was started
by the Agriculture and Consumer Protection Act of 1973, an omnibus
farm bill, signed by President Nixon at the height (or depth) of
Watergate. '

It was based on the philosophy that certain farmers, i.e., those who
grow corn, grain sorghum, barley, wheat and upland cotton should,
as a matter of law, receive cash payments from the Government for
the difference between the price at which they sell those commodities
in the market and a price that the Government says they “ought to
get,” i.e., the target price. : :

A “tar%et price” for a farm commodity is nothing more than an
amount of money, expressed in good old American dollars, at which
t}:)l‘;? tax a,y%x;u will begin paying certain farmers if market prices slide

ow that hgure. ’ ‘

The higher the target, the greater the taxpayers’ risk or “exposure”
to paying cash subsidies. '

. The price tags on the target prices are easy to figure. Every penny
Increases or decreases the pay-out to farmers and has been calculated
by the U.S. Department of Agriculture as follows:

. Miltion.
Feed grain : . R . ——— §69. &
Wheat — . i — e e e 18. &
Cotton : . . } - 49. 9

To use a eurrent example, if target prices on upland cotton were
set gt 48 cents, as proposed in the Committee bill, instead of 45 cents
as proposed in full Committee in an amendment offered by Mr. Krebs
which failed on a 23-15 record vote, the extra taxpayer cost will be
$150 million ($49.9 million per penny X3 cents). i

These -original target prices were arbitrarily set by the Senate at

. figures which in the spring of 1973 were 70 percent of parity. The

House, bowing to Administration pressure, cut those figures 10 per-
cent and when all was said and done, the House figures prevailed.
That, in brief, is how the present $1.38 corn, $2.05 wheat, and 38-cent
cotton tafget prices eamie to be. C : , :

- Farm subsidies are, of course, nothing new. Qur Government has
been experimenting “with them for many years. The present target
pricing system and this bill are then only different subsidy systems,
but we submit they are unsound per se.. , :
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Just as the 1973 Act arbitrarily sets the level at which American
taxpayers will be forced to pay cash to grain and cotton farmers, so
does thigbill. - ,

H.R. 4296 sets those levels at different levels of parity for corn
(77 percent), wheat (70 percent), and cotton {64 percent).

H.R. 4296 raises them to a level where taxpayers can reasonably
expect to pay $882 million more this year than they would under the
basic 1973 law. : ;

The mischief of this system, however, does not end there.

In administering this bill, if enacted, the Administration would
immediately be faced with escalating expenditures. To hold down
those expenditures at a time when the national deficit is in dizzy and
dangerous conditions, the temptation will be very strong to implement
the so-called “set aside” provisions of the 1973 Act and pay grain and
cotton farmers not to grow these crops because it would be cheaper for
the Government to do so. SR o T o
~ The ‘other temptation, to which the bill has already succumbed, is
to raise the CCC loan levels, thereby reducing the “exposure” to
target price payments. If set too high, that in turn artificially raises
the market price and the Government is back in the cotton and grain
storage business. ' e : S

" LEGISLATING HIGHER MILK PRICES

Finally, the dairy provisions of this bill, which were adopted with-
out any hearings or without thorough consideration, also are designed
to escalate both taxpayers’ costs and consumer prices on dairy prod-
ucts. The 85 percent of parity level (which will be increased quar-
terly) is as arbitrary as the target price levels in H.R. 4996.

The main thing different about this provision is that taxpayer costs
and consumer prices will be increased every three months rather than
“every so often” as was the case before.. . ., e

Let us not forget either that dairy products are the only livestock
commodity supported by CCC and the preésent $7.24 per cwt level of
support is the highest in terms of parity for any agricultural product
that our Government supports.

If corn, wheat, and cotton were supported similarly at 85 percent
of parity, the levels would be $2.52 for corn, $3.78 for wheat and
64.3 cents for cotton. N ) o o

" At these levels, USDA estimates program costs for a five-year pro-
gram at $3.727 billion for ¢orn; $4.$41 billion for wheat and $15.204
billion for cotton. Clearly, these levels are unconscionable. Why then
should milk be supported at 85 percent of parity? -~ -

This level is a one-two punch on Americans, .

| CORN AND WHEAT .

High corn and wheat loan levels could be more costly than is im-
mediately obvious in the event of largé Government takeovers of
the crops. The variable cost of storage and handling is about 16.5
cents per bushel. The cost of borrowing money at-about eight per-
cent at an average acquisition cost of $2.00-$2.25 for wheat and corn
would *be about 18 cents per bushel. This would total 84.5 cents per
bushel or $12-$15 per ton for storage and interest alone, If 40 million
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tons are taken over during the next five years at these loan levels,
the total cost for just the interest and storage would be about $600
million. If direct purchases were made, the cost would be much
higher. :

, SOYBEANS

Establishing a loan program for soybeans is a mistake. Such a
program would distort production patterns, making them less re-
sponsive to changing market requirements. ,

Soybeans have become. the American wonder crop, leading all
others in exports while enjoying a minimum of government inter-
ference. : ,

A soybean loan program would change all this. Stockpiles would
ultimately result, having disastrous consequences on the soybean mar-
ket. If world prices should fall, our traditional customers would turn
to other sources (such as Brazil) and our position as reliable sup-
pliers would be threatened. This would almost certainly force us into
an export subsidy situation.

Enactment of a soybean loan program would be the beginnin
of serious trouble for soybeans. The loan program must be defeateg
if the soybean farmers and our export markets are to prosper.

Thus, 1n terms of developing a national food and agricultural policy,
this bill represents no logical or cohesive thinking; only “how much
can we get out of the taxpayer and the consumer.”

WRONG ECONOMICS

The economics of this bill are bad, both for the consumer and tax-
payer, who must pay for this legislation; and the farmer, who must
adjust to its deleterious effects. :

Under the bill, the big end of the money and the main effect on the
marketing system is concentrated on cotton. V

The target levels proposed for grains seem more unlikely to be trig-
gered in 1975 because of current strong market prices. In 1976 and
later years, grain will, of course, get into the same pickle under this
kind of legislation, but for 1975 most of the money (some $652 million)
is on cotton, which serves as a standing example of how not to operate
asound farm program. . . Lo - :

With a loan price of 40 cents for upland cotton, many growers
(particularly in the low cost production areas) can be expected to pro-
duce cotton for the loan rather than for a market demand. On the
average, direct costs of cotton production are estimated by USDA to
be about 33.4 ceénts per pound so farmers will be guaranteed a profit

on the 40 cent loan price set by the bill. "+ - .

_Continued and possibly increased high levels of production due to a
high loan price can only create disastet in the cotton market. '
" The cotton market currently faces an extremely high domestic stock
carryover, projected record highs in world stocks, and a: diminished
demand for cotton, » .

- The market. is signaling a-need to reduce production and when
farmers must sell.in the-market place they respond to these signals.
‘Without higher loan levels, the expected planted acreage for upland
cotton in the United States is 9.5 million acres in 1975. This.is down
4.4 million acres from 1974. - . o
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Cotton’s share of the U.S. fiber market has decreased dramatically
since 1961 when cotton was 62.2 percent of mill consumption. In 1974
cotton was only 29.8 percent of mill consumption. With a high adminis-
tered price for cotton, its position relative to other fibers can only
worsen leading to an even lower level of domestic consumption.

Current USDA figures estimate that domestic disappearance of the
1974 upland cotton crop will be 6.0 million bales—this is down a drama-
tic 1.4 million bales from the 1973 erop. But even this dramatic drop
in domestic consumption may be too conservative an estimate. This
‘past January domestic mill consumption was down 35 percent from
the previous January figure ($712,000 bales consumed in January 1974
versus 462,000 bales in January 1975). If the 35 percent decrease in
January continues for the remainder of the season, then domestic mill
consumption will total only 5.1 million bales for the 1974 crop. A de-
«crease in -domestic consumption from 7.4 million bales in crop year
1973 to 5.1 million bales in crop vear 1974 is a 31 percent decrease.

With 5.1 million bales going into domestic consumption under the
-agsumed decrease rate then this leaves 6.5 million bales in stock at the
‘end of the season which is even greater than the already high USDA
-of 5.6 million bales.

Uplénd cotton

Estimate based
Current estimates tqn lower dogtes;

ic I
1972 crop 1973 crap 1974 crop 1974 crop
“Total supply (millions of 480 Ib net weight bales). ......._.. 16.8 17.1 15. 4 15.4
Domestic disapPBarante. ... 1.7 7.4 6.0 151
Exports. ... F e NS 53 6.1 3.8 3.8
o Total U8 e 13.0 13.5- 9.8 18.9
Ending stocks July 31 ... 4.0 3.8 5.6 16,5

) : Revised figures based upen the assumption of 2 35-percent decrease in domestic mitl consumption for January through
uly. 2 - . . . -

Source: USDA, March 1975, .

Exports of the 1974 upland cotton crop are expected to be down
dramatically from the level reached in 1973. Exports are expected to
be only 3.8 million bales from the 1974 crop as compared to 6.1 million
bales exported from the 1973 crop. This is simply continuing evidence
of our worsening position in the world market. .

On the international level, world stocks are expected to increase to
record high levels. Preliminary estimates put 1973 crop stocks at
24.4 million bales. Forecasts for the 1975 crop reach 29.7 million bales.

COTTON: WORLD STOCKS, PRODUGTION, CONSUMPTION, AND EXPO?TS BY AREAS, SEASONS BEGINNING AUG. 1
[in miltions of bales of 480 Ib. net}

) . 1973-74 1974-75 1975-76
- . C : U opre  fore- fore-
item and area 1968-69 1969-70 1970-71 1971-72 1972-73 liminary cast cast

Beginning stocks:

United States_..._.._._._____... 6.5 6.5 . 8 4.3 3.3 4.1 3.9 5.7
Foreign non-Communist: .
Exporting countries.... ... 5.7 1.3 7.4 6.3 7.3 7.9 8.3 10.7
importing countries_....__.. 6.6 6.0 5.7 5.5 6.1 7.2 6.5 5.9
Communist countries_ . _..._..__. 4.4 4.0 30 4.3 5.2 5.2 6.2 7.4
World total & ..ol 2.2 23.8 2L9 20.4 21.9 24.4 25.5 29.7

i Excludes cotton afloat, in tramsit, and in free ports.
Source: USDA, March 1975,
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When the “target price” is increased by 10 cents and the loan by 6
cents, it is obvious that a lot more cotton will be grown than is needed,
and the public will buy it and pay to store it for many years to come.

Wouldn’t it be much better to let that land, which otherwise will
go into cotton under this bill, be devoted to other crops * * * par-
ticularly food crops in these times of inflation and hunger?

MILE ¥ ¥ ¥ gopR ECONOMIOS FOR TAXPAYER AND CONSUMER

According to the U.S. ,Department of Agri_culmré,. which _éppears
to be the only reasonable source of information available, since the
Committee developed no record of its own and the milk lobby cannot

“be relied upon to be objective in this matter, there would be four major

-effects on the American dairy picture. ,

The first involves costs to the tawpayers—The purchase costs to
CCC under this bill would be $162 million higher (65%) than the
$250 million projected undér the present level of support for the
1975-76 marketing year, and if extended through March 31, 1977,
as proposed by the Dairy and Poultry Subeommittee, $221 million
higher (76%) than the $290 million projected for the 1976-77
marketing year, Increased storage costs would naturally result from
larger inventories of dairy products.

The second involves costs to consumers—By the end of the 1975-
78 marketing year, the support price under the new bill would be 95
cents above the $7.24 support price already announced. This is equiva-~
lent to farm level increases of 514 cents per half-gallon of milk, 914
cents per pound of cheese, and 1014 cents per pound of butter. These
increases at the farm level would probably result in increased retail
prices for most dairy products as follows:

Over 4 cents per half gallon of milk.
10 cents a pound for cheese.
20 cents per pound for butter.

The third effect would revolve around the quarterly increases that
are made mandatory by the bill. Quarterly adjustments in the parity
price would tend to be market disruptive because manufacturers, proe-
-essors, and dealers would tend to hold dairy products off the market in
anticipation of receiving higher prices at the beginning of the next
quarter, !

The fourth effect would be to reduce commercial use by an estimated
1 billion pounds.

In summary, this bill if enacted would:

(1) Stimulate an excessive supply of milk resulting in larger CCC
purchases and higher Government costs (65 percent higher for 1975
76 and 76 percent higher for 1976-77).

(2) Result in higher retail prices of dairy products to consumers.

(3) Would be inconsistent with the national effort to combat infla-
tion and reduce the budget deficit. :

(4) Cause market disruptions because of the quarterly adjustment
provision.
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WRONG POLITICS

The winds of reform, which bring a call for open and thorough
consideration of every major legislative proposal, are quiet at the
Committee on Agriculture, where over half of the membership is new
and hasn’t heard one minute of testimony on dairy problems.

The political predicate for this bill seems to be that suburban, urban
and other Members of:the House who don’t have significant constitu-
encies of grain, cotton, or milk producers should vote for this bill, be-
cause it brings an answer to America’s current economic troubles,
while laying the basis for rural Members to support a variety of other
non-farm measures that will come before the House in the 94th Con-
gress. The fact is that Members of the House will support those meas-
ures they believe in and oppose those they don’t revardless of the fate
of this parochial bill. -

We Submlt this bill is not an answer; 1t’s only a hasty and 111 con-
ceived ‘response to the “politics of promlsmg more.” -

It should be summarily rejected and sent back to the Committee for
a careful and thorough examination.-

: PauL FiNprLEY.
STeEVvE SyMMS.

SEPARATE VIEWS OF HON. JAMES P. JOHNSON

v

ISSUES OR ANSWERS

There are two choices for the House in considering this bill. The
first is to find an answer. The second is to create an issue.

I seek answers—not issues.

The bill developed by the Committee does not hold high promise of
becoming law.

I seek a law—not a bill.

In order to get an answer to the severe problems now facing farmers
and to enact a law in 1975 that will help them, I intend to support
amendments on the floor, which will brmg this bill into the range of
reality.

1973 ACT BACKGROUND

In the Agriculture and Consumer Protection Act of 1973, specified
target prices were $2.05/bushel for wheat, $1.38/bushel for corn, and
$0.38/pound for cotton. No increases were authorized for 1974 and
1975 but beginning in 1976, target prices are to be adjusted to reflect
increased costs to producers There 1s no question about the increased
costs to farmers for the ingredients required to produce crops. The
question reduces itself to where does the target price cease to become
a guarantee against disaster and where does it become an operating
and capital subsidy.

The present bill proposes target prices of $3.10/bushel for wheat,
$2.25/bushel for corn, and $0.48/pound for cotton. What is the basis
for these figures? In “trying to get as much as we can for farmers” (a
phrase used repeatedly by Members of the Committee), the Commit-
tee has settled for these figures as being politically attainable. That
may be. But in so doing, I feel the bounds of reasonable guarantees
to producers are being exceeded and replaced with political expedience
which gives no credence to budgetary or long range agriculture
problems.

If the 1973 target prices were adjusted upward to reflect present
day costs of production, they would be for 1975, $2.51/bushel for
wheat, $1. 68/bushe1 for corn, and $0.44/pound for cotton

COST OF PRODUCTION

To reach a fair figure for target prices, we must consider what it
costs to produce thése crops. It 1s at this point that political judg-
ment must become a factor, because these figures vary with every
producer and with every set of figures. For example, figures gathered
by the Library of Congress from Iowa State Unlvers1ty, the Univer-
51ty of Illinois, Texas A & M, Auburn and Kansas State University
show the cost of productlon in 197 5 for corn to be $1.81/bushel in

(45)
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Towa and $2.10/bushel in Illinois, adjoining States, The 1975 costs
for cotton production are estimated to be $0.404/pound in Texas and
$0.455/pound in Alabama. Cost of wheat production is estimated to be
$3.09/bushel in Texas and $2.50/bushel in Kansas. Congressman Lit-
ton’s stafl compiled figures for the cost of production from various
universities, which varied from $2.66 to $3.37/bushel for wheat and
$1.85 to $2.10/bushe] for corn.

The Departinent of Agriculture estimated cost of production figures
are as follows: corn (Indiana) cost/bushel (108 bushel yield) $1.79;
wheat (Kansas) cost/bushel (33.3 bushel yield) $2.50; cotton (Delta)
cost/pound (600 pound yield) .488 (lint and seed).

- Obviously these figures must be carefully analyzed. In my opinion,
the Committee has made no real analysis, but it has opted for “getting
asmuch as we can.” S

The National Corn Growers Association’s computation of cost of
production is as follows: - T ‘
o - _ “EXHIBIT A . , ,

NATIONAL CORN GROWERS ASSN'S, COMPUTATION OF COST OF PRCDUCTION OF CORN AS OF JAN. 1, 1975, ON
AN AVERAGE 500 ACRE CORN BELT FARM HAVING AN AVERAGE YIELD OF 125 BU. PER ACRE (CORN FOLLOWING:
A PREVIOUS CROP OF SOYBEANS)

- Machine cost  Labor hours.

. per acre per acrg:
1. Growing cosis: .

. Spreading potash and ?hosphafo tall 1974.... $.75 - 010
Chisel plowing (fall 1974)..._____ ... 4,40 .20
Field cultivating (spring 1975)___ 2,45 07
Applying nitrogen (anhydrous) A 12
Levelling with crustbuster_ 1.70 Q5
Planting with 8 row planter 3.30 .14
Rotary hoeing.... ... .__ - . - L1 .06
Cultivating once with 8 row cultivator .. . ... ... 1.25 10
Herbicide Spraying .. el 1.00 05
Wagons flatbed trailers pickup use shop and other equipment : 2,10 02

. 20.30 g2

3. Seed fertilizer and chemicals ¢(Ne-machine or labor cost included as is covered in No.
e): . . . . .
Seed €N, ... L. _..oe..- o, S U 10.88 ooeiii.
Fertitizer 120 1b: nitrogen at 1914 cents; 6C1b. phdsphate at 24 cents; 601b.
. potash at 8-gents; limel . .. ... .,
Herbicides bladex plus other herbicide; 4-fb. af $3.50
Insecticide Furdaa 10 Ib. per, acre at 40 cents per ib

4. Harvesting and storage (machine labor. equi t and material costs arecombined): .
Combining gcam grown in 30 in. rqw,s;) .......... ORI, SO SN N .
Hauting 125-bushels per acre at S ednts perbu___....____. e e 2
Drying 125 bushels per.acre from 24 .to 14 gercent atn]f cents per bushel.,
Storage of 125 bushels at 114 cents per bushel per month for 7 mo

6, Farm operating overhead: Liabitity workmen’s compensation casualty and hail in-
surance; legal and accounting expenses; tax reporting; phone and other office ex-
penses; dues and subscriptions; travel costs in _lmfgsh?ati'ng new machinety pur-

i¢hases, oblaining repairs and for other farm business; farm short courses; hauling
supplies from distributors to point of use..__.___.. L it e m e €.

7. Land capitalization cost $1,350 per acre at 815 parcent per year 14,

8. Tolal GO8t POr 0P8, . oo cmm e ————

8. Cost of production per bushel on 128 bu. per acre yield: 82.3'{

£ Nitrogen, $23.40; phosphate, $14.40 , Pofash, $4.80; Lime, $3.93. Lime—3 tons per acre at $7.81 per ton, fasti ng6yr.

 Please examine the figures carefully. Note labor cost is fixed at
$9.52/hour. Does anyone know a farmer who pays these wages? Note
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the elements of farm operating overhead. Should the U.S. Govern-
ment guarantee all these costs, which are so dependent upon individ-
ual operators’ methods of doing business ¢ The land capitalization cost
is perhaps most critical. If this figure is included, then the U.S. tax-
payer is guaranteeing the purchase of a farm in less than nine years!
Remove this land eapitalization cost from the National Corn Grower’s
Association’s figures and the cost of production is $1.42/bushel for
corn—not-$2.34, .- . - . . , ‘ :

The USDA figures of $1.79/bushel for corn, $2.50/bushel for wheat,
and $0.488/pound for cotton used the following assumptions to devel-
op cost-estimates: . .

All labor charged at prevailing wage rates for hired labor.

Market value of cottonseed was included in total cost; if value
of cottonseed is taken out, cost of lint would be about 42 cents.

Crop yields used were projected “normal” yields for 1975,

Per acre costs for items other than land were estimated to be
up about 14 percent for corn and cotton and up 33 percent for
winter wheat on fallow. The larger increase for wheat is partly
due to the difference in planting time; the sharp increase in fer-
tilizer prices shows up in 1975 winter wheat costs whereas much.
of that price increase had been in the 1974 costs for corn and

cotton.
Land charges included estimates for land values and interest

charges. These were: .

Corn—Land valued at $920 per acre, interest at 8 percent.

W heat.—Land valued at $400 (for 2 acres using a fallow rota-
tion), interest at 8 percent.

Cotton.—Land charge based on a composite of cash rent, share
rent and interest on investment in land using the proportions in
which these rental arrangements and land ownership occurred,
interest on owned land at 7 percent. ) )

These figures also contain a factor for land capitalization. Land.
owners receive a capital subsidy each year even under these figures!
If wheat costs $2.51/bushel to produce using the USDA estimates,
then a target price of $3.10/bushel guarantees out-of-pocket costs, land
purchase at $200/acre, plus a profit of $0.59/bushel ! Similarly, if corn
costs $1.79/bushel to produce, which includes an 8 percent capital re-
turn per acre of corn land valued at $920/acre, the U.S, taxpayer is
guaranteeing out-of-pocket costs, land purchase plus $0.46/bushel of
corn at the target price of $2.25.

Under this bill, corn farmers get a higher guaranteed percentage
of parity than wheat farmers, and wheat farmers get a higher per-
centage of parity than cotton farmers, reflecting no doubt the geo-
graphical distribution of the membership of the Committee. This is
equity to farmers?

How can we avoid providing similar guarantees for all farmers?
‘What about farmers wﬁo grow tobacco, rice, peanuts, fruit, vegetables,
etc. # Can we do no less than guarantee them their out-of-pocket costs,
their land purchase prices, plus 20-25 percent as we are doing here for-
wheat and corn? And why stop there. Deserving small businessmen
across the country (and large gusinesses too) could legitimately ask
the same guarantees!
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1 believe that this formula of operating cost subsidy plus capital
cost subsidy plus additional profit is highly unreasonable and paro-
chial. T yield to no one in my desire to see the farmer prosper, but the
guaranteed target prices of this bill simply cannot be justified.

In addition, I am concerned about the lack of thorough considera-
tion of the dairy and soybean sections of this bill and what appears
to be the excessive costs of the cotton program. '

The remedy, it seems to me, is to change this bill on the floor so
that needed lelp will be provided to farmers without undue cost to
the public. ‘ ‘ :

. James P. Jomnsox.,

DISSENTING VIEWS OF HON. PETER Ail’EYSER AND
"HON. MARGARET M. HECKLER

‘Although H.R. 4296 has been proclaimed by many members of the
Agriculture Committee to be an emergency bill to assist the farmers,
we do not, in fact, believe that this bill will serve the farmers’ interests.
This bill will have a drastic impact on consumers and taxpayers and
will ultimately have an adverse effect on our farming sector.

H.R. 4296 was initiated as an emergency bill to assist wheat, feed
grain and cotton farmers. In its final form it wound up including dairy
and soybeans in addition to the other commodities.

The most alarming aspect of this bill is the enormous potential cost
associated with it. By increasing the cotton target price from 38 cents
per pound to 48 cents per pound and the loan level from the present
34 cents to 40 cents per pound, the USDA estimates that the CCC will
be required to purchase $554 million of cotton under the loan program.
In setting the loan level above the current market level of 39 cents
per pound, farmers will no longer be producing for the market; but
will in fact be planting for government consumption. We will, thus,
be encouraging farmers to produce cotton—a noen-essential, non-food
item which in certain sections of the country can no longer be produced
economically, at the expense of food crops which can be grown on
this land. ,

Additionally, this bill would extend the loan period for cotton pro-
ducers from the current 10 months to 18 months, at the grower’s option.
This will help neither the farmer nor consumer. By keeping the crop
under loan in a warehouse the interest and storage costs to the farmer
increase each month ; thus the minimum acceptable selling price must
increase accordingly. We have been advised that the cost added to
the cotton for each month it is under loan is 14 cent per pound. The 18
month loan provision would, therefore, increase the raw cotton price
by 9 cents per pound. Since it is agreed that the loan level, in fact, sets
the minimum price, when the 9 cents per pound is added to the 40
cent loan, the minimum market price is established at 49 cents per
pound which is considerably above the 39 cents which cotton is pres-
ently selling for. In January, U.S. cotton consumption was 35 percent
below that of a year ago. If this bill passes demand for cotton will
decline even further. Neither consumers nor farmers will therefore be
assisted by this action.

So, too, for the dairy provisions of this bill. An increase in the price
support to 85 percent of parity will have drastic effects on the retail
price of dairy products. It is estimated that the price of milk will be
increased 8 cents per gallon, cheese will be increased by 10 cents per
pound and the price of butter will be increased by an incredible 20
cents per pound. It is also estimated that consumers will pay almost $1
billion in higher retail costs. In addtion, taxpayers will be paying an
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addtional $162 million for CCC purchases above the $250 million
already proposed as a program cost.

consumers are forced to pay higher prices, consumption will
drop substantially and thus the farmers, too, will be adversely affected
by this unpropitious action. We have, in fact, spoken to dairy farmers
who have expressed concern over the inevitability of the occurrence of
this very phenomenom. ' -

Particularly disturbing about this bill, is the fact that no hearinﬁs
were held in this session on the dairy provisions. Thus, we are actually
voting on this bill in the dark, without the benefit of expert testimony
to review. ‘ , , ‘ ; :

Because this bill is extremely inflationary and will have a negative
impact on the consumer and farm sectors of our economy, we urge
that H.R. 4296 be defeated on the floor. ,

' ‘ ’ Prrer Peyser.
' Maxrecarer M, HecrrER.

ADDITIONAL VIEWS OF HON. JAMES M. JEFFORDS AND
HON. RICHARD NOLAN

Provisions in this bill calling for a milk price support set at 85
percent of parity and adjusted quarterly are, for all intents and pur-
poses, identical to those in S. 4206 which was passed overwhelmingly
by both houses of the 98rd Congress and subsequently pocket-vetoed.

On the same day that the bill was vetoed, the Secretary of Agri-
culture announced that the support level would be raised to 80 percent
of parity as of January 1, 1975. The negligible, if not negative effect,
of this action is discussed below under Need for Quarterly Adjust-
ments. The plight of the dairy farmer has not improved significantly
if at all. From March to December, 1974 the Minnesota-Wisconsin base
Erice fell from $8.15 to $6.41 per hundredweight (for milk with 3.5

utterfat content). Since the Secretary’s announcement, this index has
risen slightly to $6.85, but this is still far from enough to allow the
farmer to make payments. In the meantime production costs have
spiralled. Costs of labor, feed grains, energy and credit rose 17 percent
(USDA estimate) from 1973 through 1974.

CONSIDERATION OF COSTS TO CONSUMERS .

The USDA estimates that the price of milk will increase 8 cents per
gallon, cheese will increase 10 cents per pound and butter will increase
20 cents per pound. This is based on the increases in the support floor
from $7.24 to $8.19. It first must be ‘i)ointed out that these projected
price increases are not expected immediately. They represent projected
end of the year prices. The parity formula factors in the increases in
the General Index of All Prices. Thus projected inflation over the
course of the year is responsible for much of the expected increase. For
instance, 3.3 cents of the 10 cent cheese increase is pure inflation.

While we recognize that there will be a certain increase in consumer
prices we should compare these to general price increases to get a bet-
ter perspective. The following graph plots the Consumer Price Index
of last year and its projected extension through 1975. The other lines
represent changes in the retail prices for cheese and milk and for this
year include the Department’s projected price increases with the move
to 85 percent of parity with quarterly adjustments. '
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The graph demonstrates that the prices of milk and cheese have
lagged far behind the Consumer Price Index. In fact, for much of the
two year period represented they actually declined. Moreover, the
graph shows that even using the Department’s price projections the
rate of increasc is still substantially below the general rise in all prices.

Several other factors make the validity of the Department’s figures
suspect. For instance, we must consider that a majority of the federal
milk orders use over-order pricing for fluid milk. Many of these prices
are already in excess of the anticipated increases in the Class I prices
at 85 percent with quarterly adjustments. Thus, in many cases, there
would be no increase in the price.of milk to consumers. With butter,
the availability of a lower priced substitute might act to depress the
price for butter negating much of the expected increase. Many other
factors confuse the matter. . :

The following graph shows how the increase in retail prices for milk
and cheese bears little resemblance to the actual prices paid to farmers.
During 1974 the price of milk to the consumer rose nearly 4 cents per
half-gallon, while the price paid to farmers dropped over 5 cents. The
same trend is seen in cheese prices.
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The message here is clear; we should look beyond the farmer to
find the true diseconomies which cause the increases in the costs of our
food. In the meantime we must assist the farmer,

NEED FOR QUARTERLY ADJUSTMENTS

The need for quarterly adjustments is well demonstrated by ex-
amining the actual parity levels on a quarterly basis. The parity level
of 80 percent was traditionally set on April 1, 1974. Due to inflation,
this figure had slipped to 73 percent late in 1974. As to the future,
without quarterly adjustments, using USDA figures, what was 80
percent of parity on January 1, 1975, becomes 77.8 percent of parity
as of April 1, 1977, and’ falls to 75 percent of parity as of January,
1976. Further, because of insufficient make allowances, the present base
price 18 not even close to the target 80 percent floor of the $7.24 (it was

7.01 in February). The Secretary has no plans to adjust the price
before April 1976.

When the Secretary made his announcement of the 80 percent price
floor as of Janusary 1, his action was applauded by many. Because of
its timing the announcement seemed to be in the spirit ‘of the senti-
ment in Congress to raise the milk price. Whereas the Secretary’s
action gave additional relief on a short-term basis his failure to re-
establishi parity on April 1, 1975, will result in a probable long-term
detriment to the farmer. In other words, over the course of the 15
months in which the $7.24 level will be in effect, the farmer will attain
no -appreciable advantage. In fact, it appears that had the Secretary
waited untjl April 1, 1975, to make the adjustment to 80 percent of
parity, the farmer would probably have made more money.

COMPARISON

Average Price per cwt. for Minnesota-Wisconsin support floor with
the Secretary’s announcement. January 1975 to March 1976: $7.24—
- average for the 15 months. :

Computations for average in M-W support floor assuming 1974
floor for first three months of 1975 with the adjustment to 80 percent
coming on April 1, 1975.

~January to March : $6.57 per cwt.
April 1975 to March 1976 $7.44 per cwt. ‘
$7.26 average for the 15 months. , »

Requiring the Secretary to recompute parity quarterly will vitiate
this injustice. It will also allow the price paid the farmer to include
inflationary price increases which occur during the year at quarterly
intervals. ' ;

_REAL COSTS

In America we have seen an extremely vivid deterioration in the
dairy industry. Last year alone, Minnesota lost 3,400 dairy farmers
and Wisconsin lost 5,000. Conditions mentioned above threaten to
drive many thousands more from the dairy business. In fact, were it
not for the very low price of beef, there would have been many more
farmers selling their herds.
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Ironically, it is the young farmers who we need the most who are hit
first by the dairy squeeze. Because they have recently entered dairy-
ing and are heavily in debt they suffer the most when costs exceed
milk prices. When one considers that the average age of farmers is
over 55, the wholesale loss of young farmers has dangerous implica-
tions for the future of American agriculture.

Another reason why we have not seen many more farmers leaving

‘the dairy business is that the job market generally has been incredibly

depressed. Certainly the addition of displaced farmers to the already
swollen ranks of the unemployed would be counter-productive. In a
time when we are considering the creation of public service jobs by
expending billions of dollars, we can make a relatively small invest-
ment and maintain proven productive jobs by passing this legislation.

FARM PRICES AND INFLATION

The Department estimates that by the end of this year the milk
price will have risen to $8.19 per hundredweight. That projected fig-
ure for January, 1976 is actually $0.09 below the price farmers were
getting in January, 1974. In that two year period, inflation will un-
doubtedly surpass 20 percent. As stated above, the farmer’s costs on
critical items rose 17 percent from 1973 through 1974. Can this bill
be excessive when it does not even bring the dairy farmer’s income
back to his January 1974 level, to say nothing of compensating him
for his increase in expenses ?

James M. Jerrorbs.
Ricmarp Norax.




. ADDITIONAL VIEWS OF HON. RICHARD KELLY

I oppose H.R. 4296. There are strong arguments that it reverses
the present trend toward a diminishing Federal presence in the farm-
ing business; that it interferes with the natural effect of supply and
demand on agricultural and, in turn, consumer prices; that it weakens
our competitiveness in foreign markets; and that it represents an in-

_creased expenditure of taxpayers’ money at a time when the Federal
budget is already under a severe deficit strain. It is the product of
Committee deliberations that I believe could have been approached
with greater foresight and attention to the overall picture of the effect
of this legislation not only on the farmer, but on all segments and as-
pects of the nation’s economy. This is particularly applicable to the
section of the bill that deals with dairy price supports and quarterly
adjustments. '

I do not think that these arguments, or arguments to the contrary,
were sufficiently resolved in Committee to enable any Member of this
Congress to make a decision on his vote with any certainty. It seems
logical that more information, from more witnesses with an exper-
tise in consumer affairs, trade, economics, as well as agriculture, should
have been gathered. We cannot commit ourselves to a multi-million
dollar bill without answers to the questions that have been raised
about this legislation, questions that have not been answered to my
satisfaction.

The dairy section of the bill would raise the support level for milk
to 85 percent of parity and provide for quarterly adjustments of the
support level, We Wou{d be naive to assume that this adjustment would
be-made any other way but up.

It is estimated that the purchase costs to the Commodity Credit
Corporation (and to the taxpayer) under this legislation would be
$162 million higher than the $250 million projected under the present
level of support for the 1975-1976 marketing year. Increased storage
costs WOlﬂg naturally result from larger inventories of dairy products
in Government warehouses. In addition, it is estimated that by the end
of the 1975-1976 marketing year, the support price under the new bill
would be 95 cents above the $7.24 support price already announced.
This is equivalent to farm level increases of 514 cents per half-gallon
of milk, 914 cents per pound of cheese, and 1014 cents per pound of
butter. The cost to the consumer in the grocery store is estimated to be
an increase of over 4 cents per half-gallon of milk, 10 cents a pound for
cheese and 20 cents per pound for butter.

All of this estimated increased cost gets the average American com- -
ing and going—as a taxpayer for the support prices, and as a consumer
for the increased price of these commodities at the store—and this
section' was incorporated into H.R. 4296 without one minute of

hearings.
(59)
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I am aware that hearings were held last fall on the dairy situation
and that a bill to raise the support level was passed—and vetoed—at
the end of the last Congress.

No hearing, however, was held on the dairy provisions of this legis-
lation. No hearing has ever been held on the impact of quarterly
adjustments of the support price. When hearings were held on the
general dairy situation })ast year, testimony was almost entirely from
witnesses supporting the changes encompassed in the proposed legis-
lation. Among those who should have testified but did not were repre-
sentatives of the consumer, economists, and foreign trade experts, The
Congress has a duty to make every effort to ensure that all sides of an
issue are presented, to ensure that all the effects of a bill have been
considered. Congress should not only provide the general public with
an opportunity to testify on issues, but it should actively seek the
testimony of witnesses essential to the subject. I cannot recommend
to my colleagues that they support legislation so costly and with such
an impact on consumer prices-and our international trade posture
unless the provisos I have outlined have reasonably been met.

"Rrcmarp KErLy,
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EMERGENCY PRICE SUPPORT FOR 1975 CROPS
| (SUPPLEMENTAL)

® .
MarcH 14, 1975.—Committed to the Committee of the Whole House on the State
of the Union and ordered to be printed

Mr. Foiky, jfrom the Committee on Agriculture; n
submitted the following ) <

SUPPLEMENTAL REPORT

" [To accompany H.R. 42961 R Ch

Cuaxces 1y Exmstine Law

In compliance with clause 3 of rule XIIT of the Rules of the House
of Representatives, changes 'in existing' law made by the bill are
shown as follows (existing law proposed to bé omitted 'is enclosed in
black brackets, new matter is printed in italic, and existing law in
which no change is proposed is shown inroman) : =~

AGRICULTURAL ‘ACT OF 1949 ~ 1’
o AN ACT o
" e stabilize prices of agricultural commodities. <

Be it enacted by the Senate and House af Represéntatiw; of t}ze
United States of Amevica in Congress assembled, That this Act may
be cited as the “Agricultural Act of 1949.” ‘ )

TITLE I_BASIC AGRICULTURAL COMMODITIES
* * » D B R TR

PRICE SUPPORT FOR 1961 AND SUBSEQUENT YEARS (COTTON) :

‘Skc. 103. (a) Notwithstanding the provisions of section 101 of this-
Act, price support to cooperators for each crop of upland cotton, be-
ginning with the 1961 crop, for which producers have not disapproved
marketing quotas shall be at such level not more than 90 per centum of




below ks the Secretary determines appropriate after consideration of
the factors specified in section 401(b) of this Act. For the 1961 crop
the minimum level shall be 70 per centum of the parity price therefor,
and for each subsequent crop the minimum level shall be 65 per
centum of the parity price therefor: Provided, That the price sup-
port for the 1964 crop shall be a national average support price which
reflects 30 cents per pound for Middling one-inch cotton. Price support
in the case of noncooperators and in case marketing quotas are dis-
approved shall be as provided in section 101(d) (2) and (5).

(b) [See (c¢) below.]

(¢) [Subsections (b) and (c) were added by the Act of April 11,
1964, P.L. 88-297, 78 Stat. 174, but were applicable only to the 1964
and 1965 crops of cotton.] = S S

(d) [Subsection {d) was added by the Food and Agriculture Act
of 1965, P.L. 89-321, 79 Stat. 1194, Nov. 3, 1965. It was effective with
regpect to the 1966 through 1969 crops of cotton and was extended to
the 1970 crop by P.L. 90-559, 82 Stat. 996, Oct. 11, 1968]

(e) (1) The Secretary shall upon presentation of warehouse re-
ceipts reflecting accrued storage charges of riot more than 60 days
make available for the 1971 through 1977 crops of upland cotton to
cooperators nonrecourse loans for a term-/of ten months from the first
day of the month in which the loan is made at such level as will reflect
for Middling one-inch upland cotton (micronaire 3.5 through 4.9) at
average location in the United States 90 per centum of the average

price of American cotton in world markets for such cotton for the

three-year period ending July 81 in the year ih ‘which the loan level
is announced, except that if the lpan rate so caleplated is higher than
the then current level of ayerage world prices for American cotten of
such quality, the Secretary.is authorized to adjust the current calcu-
lated loan rate for cotton to 90 per centum of the then current average
world price. The average world price for such cotton for such pre-
ceding three-year period shall be determined by the Secretary an-
nually pursuant to a:. published regulation which shall specify the pro-
cedures and the factors to be used by the Secretary in making the
world price determination. The loan level for any crop of upland cot-
ton shall be determined and announced not later than Navember 1 of
the calendar year preceding the marketing year for which such loan is
to be effective. Notwithstanding the foregoing, if the carryover of up-
land cotton as of the beginning of the marketing year for any of tﬁe
1972 through 1977 crops exceeds 7.2 million bales, producers on any
farm harvesting eotton of such erop from an acreage in excess of the
base acreage aﬁqtment for such farm shall be entitled to loans and
purchases ohly on an amount of the cotton of such crop produced on
such farm determined by multiplying the yield used in computing
payments for such farm by the base acreage allotment for such farm.

(2) Payments shall be made for each crop of cotton to the pro-

ducers on each farm at a.rate equal to the amount by which the
higher of— ’ ‘

3

(1) the average market price received by farmers for upland
- cotton” during the calendar year which includes the first five
- months of the marketing year for such crops, as determined by

* the Seeretary, or S S :
{2) the loan level determined under paragraph (1) for such
. crop . : E - I . bl
is less than the established price of 38 cents per. pound in the case
of the 1974 and 1975 crops, 38 cents per pound adjusted to reflect any
change during the calendar year 1975 in the index of prices paid by
farmerg for production items, interest, taxes, and wage. rates in the
case of the 1976 crop, and the established price for the 1976 crop ad-
justed to -reflect any change during the calendar year 1976 in such
index in the case of 1977 crop: Provided, That any increase that would
otherwise be made in the established price to reflect a change in the
index of prices paid by farmers shall be adjusted to reflect any change
in (i) the national average yield per acre of cotton for the three calen-
dar years preceding the year for which the deterimination is made,
over ' (ii) the national average yield per acre of cotton for the three
calendar years preceding the year previous to the one for which the
determination is made. If the Secretary determines.that the producers
on a farm are prevented from planting any'portion of the allotment
to cotton because of drou%ht, flood, or other natural disaster, or condi-
tion beyond the control of the producer, the rate of: payment for such
portion shall be the larger of (A) the foregoing rate, or (B) one-
third of the established price. If the Secretary determines that, be-
cause of such a disaster or.condition, the total quantity of cotton which
the producers are able to harvest on any farm is less than 6624 percent;
of the farm base acreage allotment times the average yield-established
for the farm, the rate of payment for the deficiency iin production
below 100 percent shall be the larger of (A) the foregoing rate, or
(B) one-third of the established price. The payment rate with respect
to any producer 'who (i) is on-a small farm (thatis, & farm on which'
the base acreage gllotment is ten acres or less, or on which the yield
used in making payments times the farm base acreage allotment is
five thousand pounds or less, and for which the base acreage allotment
has not been reduced under section 350(£); (ii) resides on such farm,
and (iii) derives his principal income from cotton produced on such
farm, shall be increased by 30 per centum; but, notwithstanding para-
graph (8); such increase shall be made only with respect td his share
of cotton actually harvested on such farm within thequantity specified

_in paragraph (3). '

(3) Such payments shall be made available for a farm on the
quantity of upland cotton determined by multiplying the acreage’
planted within the farm base acreage allotment for the farm for the
crop by the average yield established for the farm; Provided, That
payments shall be made on any farm planting not less than 90 per
centum of the farm base acreage allotment on the basis of the entire
amount of such allotment. For purposes of this paragraph, an acreage
on the farm which the Secretary determines was not planted to cotton’
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because of drought, flood, other natural disaster, or a condition;beyond
the control of the producer shall be considered to be an acreage planted
te: cotton; The average yield for the farm for any year shall be deter-
mined on the basis of the actual yields per harvested arce forthe.three
preceding years, except that the 1970 farm projected yield shall be sub-
stituted in lieu of the actual yields for the years 1968 and 1969 : Pro-
vided, That the sactual yields shall be adjusted by the Secretary for
abnormal yields in any year caused by drought, flood, or other natural
distaster:; Provided further, That the average yield established for the
farm for any year shall not be less than the yield used in making })ay-
ments for the preceding year if the total cotton production on the farm
in such preceding year s not less than the yield used in making pay-
ments for the farm for such preceding year times the farm base acre-
age allotment for such preceding year (for the 1970 crop, the farm
domestic allotmient). ' : o

.- (4) (A} The Secretary shall provide for a set-aside of cropland if
he determines that the tetal supply of agricultural commodities will,
in the absence of such a set-aside, likely be excessive taking into ac-
count the need for an adequate carryover to maintain reasonable and
stable supplies-and prices and to meet a national emergency. If a set-
aside of cropland is in effect under this paragraph (4), then as a con-
dition of eligibility for loans and payments on upland cotton the pro-
ducers - on a farm: must set aside and devote to approved conservation
uses an acreage of cropland equal to (i) such percentage of the farm
base acreage allotment for the farm as may be specified by the Secre-
tary (not to exceed 28 per centum of the farm base acreage allotment),
plus, if required by the Secretary, (ii) the acreage of cropland.on the
farm devotefl in preceding years $o soil conserving uses, as determined
by the Secretary. The Seeretary is authorized for the 1974 through
1977 crops te-limit the acreage planted to upland cotton on the farm
in excess of the farm; base acreage allotment to a percentage of the
farm base acreage allotment. The Secretary shall permit producers
to plant and graze on set-aside acreage sweet sorghum, and the Secre-
tary may permit, subject to such terms and conditions as he. may pre-
scribe, all or any of the set-aside acreage to be devoted to.hay and

razing or the produaction of guar, seasame, safllower, sunflower, castor
»geans, mustard seed, crambe, plantago ovato, flaxseed, triticale, oats,
‘rye, or other commodity, if he determines that such production is
needed to provide an adequate supply, is not likely to increase the cost
of the price-support: program, .and will not adversely affect farm
income. -

. {B}. To assist in adjusting the acreage of commodities
goals; the. Secrstary may make land diversion payments, in addition
to: the payments authorized in subsectiqn(e%é%), to producers on 2
farm who, te the extent prescribed by the Secretary, devote to ap-
proved conservation uses an acreage of cropland on the farm in addi-
tion to that required to be so devoted under subsection (e) (4).(A). The
land diversion.payments for a farm shall be at such rate or rates as
the, Secretary determines to be fair and reasonable taking into con-
sideration the diversion undertaken by the producers and the produc-

>>>>>

to, desirable -
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tivity of the acreage diverted. The Secretary shall limit the total acre-
age to be diverted under agreements in any county or local community
so as not to adversely affect the economy of the county or local
community, o ‘ oo

(5) The upland cotton program formulated under this séction shall

require the producer to take such measures as the Secretary may deem
appropriate to protect the set-aside acreage and the'additional diverted
acretge from erosion, insects, weeds, and rodents. Stch acreage miy
be devoted to wildlife food plots or wildlife habitat in. confermity
with standards established by the Secretary in consultation with wild-
life agencies. The Secretary may in the case ipr(}%mmsi for the 1974
through 1977 crops, pay an appropriate share of the ¢ost of practices
designed to carry out the purposes of the foregoing sentences. The
Secretary may provide for an additional payment on such acreage in
an amount determined by the Secretary to be appropriate in relation
to the benefit to the general public if the producer agrees to_permit,
without ‘otheér compensation, access to all or such portion of the farm
as the Secretary may prescribe by the general publi¢, for hunting,
trapping, fishing, and hiking, subject to applicable State and Federal
regulations, . « . S
© (6) If the operator of the farm desires to participate in the pro-
gram formulated under this section, he shall file his agreement to do so
no later than such date as the Secretary may prescribe. Loans anid'pur-
chases on'upland cotton and payments under this section shall be made
available to the producers on such farm only if producers set aside
and devote to approved soil conserving uses an acreage en the farm
equal to the number of acres which the operator agrees'to sef aside and
devote to approved soil conserving uses, and the agreement shall so
provide. The Secretary may, by mutual agreement with the producer,
terminate or modify any such agreement entered into pursuant to this
subsection (e) (6) if he determines such action necessary because of an
emergency created by drought or other disaster, or inrorder to alleviate
a shortage in the sppply of agricultural commaodities.

(7) The Secretary shall provide adequate safeguardsto protect the
interests of tenants and sharecroppers, including provision for sharing
on a fair and equitable basis, in payments under this'section, '

(8) In'any case in which'the failure of a producer to-comply fully
with the terms and conditions of the program formulated u‘ner ‘this
section precludes the making of loans; ﬁumhasés, wnid payments, the
Secrétary may, nevertheless, make- suéh losns, purchases, and pay-
ments in such amounts as he'determines té be equitable in relation te
the serionsnéss of theidefault: - w0 o T

' (9) The Secretary is authorized ‘to issue such regulations as he de-
termines necessary to oarry out:the provisions of this Title.

(10) The:Becretary shall carry ouf the program authorized by this
section through the Commodity Credit-Corporation. - e

{11). The provisions of subsection 8(g) of the Soil Conservation and
Domestic Allotment Aét, as -»amendedngnélatin ‘to assignment of pay-
ments), shall apply to payments ubrder this subsection. -~ 7
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- FEED GRAIN PROGRAM.

- Skc. 105. Notwithstanding any other provision of law—

(a) (1) The Secretary shall make available to producers loans and
urchases on each crop of corn at such level, not less than $1.10 per
ushel nor in excess of 90 per centum of the parity price therefor, as

the Secretary determines will encourage the exportation of feed grains
gnd not result in excessive total stoc%isa of feed grains in the United
tates, . .. . . . o o

(2) The Secretary shall make available to producers loans and pur-
chases on each crop of barley, oats, and rye, respectively, at such level
as the Secretary determines 1s fair and reasonable in relation to the
level that loans and purchases are made available for corn, taking into
consideration the feeding value of such commodity in relation to corn
and other factors specified in section 401(b), and on each crop of
grain sorghums at such level as the Secretary determines is fair and’
reasonable in relation to the level that loans and purchases are made
available for corn, taking into consideration the feeding value and
average transportation costs to market of grain sorghums in relation
to corn. ‘ ‘

(b) (1) In addition, the Secretary shall make available to producers

gayments for each crop of corn, grain sorghums, and, if designated

; the Secretary, barley, computed by multiplying (1). the payment

rate, times (2) the allotment for the farm for such crops, times (3)
the yield established for the farm for the preceding crop with such
adjustments as the Secretary determines necessary to provide a fair
and equitable yield. The payment rate for-corn shall be the amount
by which the higher of— —_—

(1) the national weighted averaged market price received by
farmers during the first five months of the marketing year for
such crop, as determined by the Secretary, or ~ ; ;

- (2) the loan level determined under subsection (a) for such

crop S - el
is less than the-established price of $1.38 per bushel in the case of the
1974 and 1975 crops, $1.38 per bushel adjusted to reflect any change
during the calendar year 1975 in the index of prices paid by farmers
for production items, interest, taxes, and wage rates in the case of the
1976 crop, and the estiblished price for the 1976 crop adjusted to reflect
any change during the calendar year 1976 in such index in the case
of the 1977 crop: Provided, That any increase that would otherwise
be made in the established E:ice to reflect a change in the index of
prices paid by farmers shall be adjusted to reflect any change in gi) the
national average yield per acre of feed grains for the three calendar
years preceding the year for which the determination is made, over (ii)
the national average yield per acre of feed grains for the three calendar
years preceding the year previous to the one for which the determina-
tion is made.".[%’xe payment rate for grain sorghums and, if designated
by the Secretary, barley, shall be such rate as the Secretary determines
fair and reasonable in relation to the rate at which payments are made
available for corn. I'f the Secretary determines that the producers on a
farm are prevented from planting any portion of the farm acreage
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allotment to feed grains or other nonconserving crop, because of
drought, flood, or other natural disaster or.condition beyond the con-
trol of the producer, the rate of payment on such portion shall be the
larger of (A) the foregoing rate, or (B) one-third of the established
price, If the Secretary determines that, because of such a disaster or
condition, the total quantity of feed grains (or of wheat, or cotton
planted in lieu of the allotted crop) which the producers are able to
harvest on any farm is less than 6624 percent of the faim acreage allot-
ment times the yield of feed grains (or of wheat, or cotton planted in
lieu of the allotted crop) established for the farm, the rate of payment
for the deficiency in production below 100 percent shall be the larger
of (A) the foregoing rate, or (B) one-third of the established price.
(2) The Secretary shall, prior to January 1, of each calendar year.
determine and proclaim for the crop produced in such. calendar year
a national acreage allotment for feed grains, which/shall be the num-
ber of acres he determines on the basis of the estimated national
average yield of the feed grains included in the program for the crop
for which the determination is being made will produce the quantity
(less imports) of such feed grains that he estimates will be utilized
domestically and for export during the marketing year for such
crop. If the Secretary determines that carryover stocks of any of
the feed grains are excessive or an increase in stocks is needed to as-
sure a desirable carryover, he may adjust the feed grain allotment
by the amount he determines will accomplish the desired decrease or
increase in carryover stocks. State, county, and. farm feed grain allot-
ments shall be established on the basis of the feed grain allotments
established for the.preceding crop (for 1974.on the basis:of the
feed grain bases established for 1973), adjusted to:the extent’ deemed
necessary -to establish a fair and équitsble apportionment base for
each State, county, and farm. Not to exceed 1 per centum of the
State feed grain allotment may be reserved for apportionment to new
feed grain farms on the basis of the following factors: suitalility of
the land for production of feed grains, the extent to which the farm
operator is dependent on income from farming for his livelikood, the
production of feed grains on other farms owned; operated,-or con-
trolled by the farm operator, and such other factors as the Secretary
determines should be considered for:the purpose of establishing fair
and equitable feed grain allotments. N :
(3) If for any crop the total acreage on a farm planted to feed grains
included in the program formulated under this subsection is less than
the feed grain allotment for the farm, the feedgrain allotment forthe
farm for the succeeding crops shall be reduced by the percentage by
which the planted acreage is less than the feed grain allotmeént for the
farm, but such reduction shall not exceed 20 per ¢entum’of the feed
grain’ allotment. If no acreage has'been plantéd: to such feed grains
for three consecutive crop years on any farm which has a feed grain
allotment, such farm shall lose its feed grain alletment: Provided,
That no farm feed grain allotment shall be reduced or lost through
failure to plant, if the producer elects not to receive payment for such
portion'ofp the farm feed grain allotment not planted, to which he
would otherwise be entitled under the provisions of this Act, Any such
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acres elimninated from any farm shall be assigned to a national pool
for the adjustment of feed grain allotments as provided for in subsec-
tion (e) (2). Producers on any farm who have planted to such feed
grains not less than 90 per centum of the feed grain allotment shall be
considered to have planted an acreage equal to 100 per centum of such
allotment. An acreage on the farm which the Secretary determines was
not, planted to such feed grains because of drought, flood, or other
natural disaster or condition beyond the control of the producer shall
be considered to be an acreage of feed grains planted for harvest. For
the purpose of this'paragraph, the Secretary may permit producers
of feed grains to have acreage devoted to soybeans, wheat, guar, castor
beans, cotton, triticale, oats, rye, or such other crops as the Secretary
may deem appropriate, considered as devoted to the production of
such feed grains to such extent and subject to such terms and condi-
tions as the Sécretary determines will not impair the effective opera-
tion of the program. o o o '
(e)(1) "’Ehe* Secretary shall provide for a set-aside of cropland if
he determines that the total supply of feed grains or other commodi-
ties will, in the absence of such a set-aside, likely be excessive taking
into account the need for an adequate carryover to maintain reason-
able and stable supplies and ‘prices of feed grains and to meet a ma-
tional emergency. 1f a set-aside of cropland is in effect under this
subsection (¢), then as'a condition of eligibility for loans, purchases,
and payments on corn, grain sorghums, and, if designated by the
Secretary, barley, respectively, the producers on a farm must set aside
and devote to approved’ conservation uses an acreage of cropland
equalto (1) such percentage of the feed grain allotment for the farm
as may be speeified by the Secretary, plus, if required by the Secretary
(ii) the acredge ofcropland on the farm devoted in preceding years
to Boil conserving uses, as determined by the Secretary. The Secretary
is authorized for the 1874 through 1977 crops to limit the acreage
plantédlto feed grains onithe fatm to a percentage of the farm acreage
allotment.'If for any crop, the producer so requests for purposes of
having acteage devoted to thd production of wheat: considered as-de-
voted: to. the produétion of feed grains, pursuant to the provisions of
section 328 6f the Food and-Agriculture Act of 1962, the term “Teed
grains? ghall include eats and rye, and barley, if not designated by the
Secretary as provided above. Such sectiolr 328 shall be efféctive in
1971 through 1977 to.the same extent as:it would be if a diversion
program were in effect for fded: grains during each of such years. The
Secretaryshall efféet pdrmit producers to plant and graze on set-aside
acreage sweet sorghum, and the Secretary may permit; subject to-such
terms and:oonditions as he may prescribe, all or any ‘of the set-aside
acreage to be devoted to hay and grazing or the prodiuction of guar,
sesame, safflotver, sunflower, castor beans, mustard séed, crambe, plant-
ago ovato, flaxseed, triticale, oats; rye, or other commodity, if he deter-
mines that such: production is needed to provide an adequate supply,
1s not likely to increase the cost of the price-support program,:and
will not, adversely affeet farm income. .+ = . ‘ ,
(2) To assist in adjusting the acreage of commeodities to desirable
goals, the Secretary may make land diversion payments, in addition
to the payments authorized in subsection (b), to producers on a farm
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who, fo the extent prescribed by the Secretary, devote to approved
conservation uses an acreage of cropland on the farm in addition to
that required to be so devoted under subsection (c)(1). The land
diversion paymients for a farm shall be at such rate or rates as the
Secretary. determines to be fair and reasonable taking into considera-
tion‘the diversion undertaken by theé producers and the productivity
of the acreage diverted. The Secretary shall limit the total dcreage to
be diverted under agrééments in any county or local community.so as
not to adversely affect the economy of the county or local community.

(3) The feed grain program formulated under. this section shall
require the producer to take such measures as the Secretary may
deem appropriate to protect the set-aside acreage and the additional
diverted dcreagé from erosion, insects, weeds, and rodents. Such acre-
age miy be devoted to wildlife food plots or wildlife habitat in con-
formity ‘with standards ‘established by the Secretary in consultation
with wildlife agencies. The Secretary may, in the case of programs
for the 1974 through 1977 crops, pay an appropriate share of the cost
of practices designed to carry out the purposes of the feregoing
sentences. Thé Secretary may provide for an additional payment on
such ac¢réagetn an amount determined by the Secretary to be appropri-
ate in relation to the benefit to the general public if the producer agrees
to permit, without other compensation, access to all or such portion of
the farm as the Secretary may prescribe by the general publie, for
hunting, trapping, fishing, and hiking, subject to applicable State and
Federal regulations. : '

(4) If the operator of the farm desires to participate in the program

" formulaped under this section, he shall file his agreement to do so no

later than such date as the Secretary may prescribe. Loans and pur-
chases on' fed grains included in the set-aside program and payments
under this section shall be made available to producers on such farm
only if the producers’set aside and devote to approved soil conserving
uses an acreage on the farm equal to the number of acres which the
operator agrees to set aside and devote to approved soil conserving
uses, and the agreement shall so provide. The Secretary may, by mu-
tual agreéenient with the producer, terminate or modify any such agree-
ment enteréd into pursuant to this subsection (c) (4) if he determines
such action necessary bécause of an emergency created by drought or
othér-disgster, or in order to prevent or alleviate a’shortage in the
supply of agricultural commodities. . | o ) ’ ‘
(d) The Secretary shall provide for the sharing of payments un-
ger‘ this #ection among producers on the farm on a fair and equitable
asis. o V
* (2) The Secretary may myake such adjustments in acreage under
this section as he determines necessary to correct for abnormal factors
affecting production, and to give due consideration to tillable acreage,
crop-rotation practices, types of s0il, soil and water conservation meas-
ures, and topography, and in addition, in the ease of conserving use
acreagé to such other factors as he deems necessary in order to estab-
lish a fair and equitable conserving use acreage for the farm. The Sec-
retary shall, upon the request of a majority of the State committee es-
tablished pursuant to section 8(b) of the Soil Conservation and

H. Rept. 64—75—2
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Domestic Allotment Act, as amended, adjust the feed grain allotments
for farms within any State or county in order to establish fair and
equitable feed grain allotments for farms within such State or county :
Provided, That except for acreage provided for in subsection (b) (3),
adjustments made pursuant to this sentence shall not increase the total
State feed grain acreage. The Secretary is authorized to draw upon
the acreage pool provided for in subsection (b)(3) in making such
adjustments. Notwithstanding any other provision of this subsection,
the feed grain base for the farm shall be adjusted downward to the
extent requiredelg«subsection (b) (8). : S

§3)- I[Repealed] . ] : :

(f) In any case in which the failure of a producer to comply fully
with the terms and conditions of the program formulated un(f;r this
section precludes the making of loans, purchases, and payments, the
Secretary may, nevertheless, make such loans, purchases, and pay-
ments in such amounts as he determines to be equitable in relation to
the seriousness of the default. o :

‘(ﬁ) ,E‘Iﬁepealed] . . ' ; ‘
(h) The Secretary is authorized to issue such regulations as he
determines necessary to carry out the provisions of this section.
(1) The ‘Secretary shall carry out the program authorized by this
section through the Commeodity Credit Corporation. - - .
* % . ® T %

WHEAT PROGRAM

Skc. 107, Notwithstanding any other provision of law—

(a) Loans and purchases ofi each crop of wheat shall be made
available ‘at such level as the Secretary determines appropriate, tak-
ing into consideration competitive wogd prices of wheat, the feeding
value of wheat in relation to feed grains, and the level at which price
support 1s made available for feed grains: Provided, That in no event
shall such level be in excess of the parity price for wheat or less than

$1.37 per bushel. T o
_ (b). If a set-aside program is in effect for any crop of wheat under
section 379b(c) of the Agricultural Adjustment Act of. 1938, as
amended, payments, loans and purchases shall be-made available on
such crop only to producers swho comply with the provisions of such
program. . : - T i o

_ {¢) Payments shall be made for each crop of wheat to the-producers
on each farm in an amount determined by multiplying (i) the smount

by which the higher of— = S ‘
. (1) the national weighted average market price received by
farmers during the first five months of the marketing year for
.- such crop, as determined by.the Secretary,or -~ - .
. {2) the loan level determined under subsection (a) for such
. crop . I S BU L
is less than the established price -of $2.05 per bushel in the.case of
the 1974 and.1975 crops. $2.05 per bushel adjusted to .reflect any
change during the calendar year 1975 in the index of prices paid
by farmers for production items, interest, taxes, and wage rates in the

A1
case of the 1976 crop, and the established price for the 1976 crop

-adjusted to reflect any. chan%e during the calendar year 1976 in such

index in the case of the 1977 crop, times in each case (ii) the allot-
ment for the farm for such crop, times (iii) the projected yield es-
tablished for the farm with’ such adjustments as the Secretary deter-
mines necessax:{ to provide a fair and equitable yield : Provided, That
any increase that would otherwise be made in the established price
to reflect a change in the index of prices paid by farmers shall be
adjusted. to reflect any change in (i) the national average yield per
acre of wheat for the three calendar years preceding the year for
which the determination is made, over (ii) the national average yield
per acre of wheat for the three calendar years preceding the year
previous. to the one for which the determination is made. If the
Secretary determines that the producers are prevented from planting
any portion of the farm acreage allotment to wheat or other non-
conserving crop, because of -drought, flood, or other natural disaster
or condition beyond the control of the producer, the rate of payment
on such portion shall be the larger of (A) the foregoing rate, or (B)
one-third of the established price. If the Secretary determines that,
because of such a disaster or condition, the total quantity of wheat
(or of cotton, corn, grain, sorghums, or barley planted in lieu of
wheat) which the producers are able to harvest on any farm is less
than 6624 percent of the farm acreage allotment times the projected

ield of wheat (or of cotton, corn, grain, sorghums, or barley planted
1n lieu of wheat) for the farm, the rate of payment for the deficiency
in production below 100 percent shall be the larger of (A) the fore-
going rate, or (B) one-third of the established price. The Secretary
shall provide for the sharing of payments made under this subsection
for any farm among the producers on the farm on a fair and equitable
basis. - - , ‘

% - : * * * *® ® *

“Sye. 108, (a) Notwithstanding sections 103, 105, and 107 of this

" Act, the established price for the 1975 craps of upland cotton, corn,

and wheat shall be 48 cents per pound, $2.25 per bushel, and $3.10 per
bushel, respectively, and the Secretary shall make ovailable to pro-
ducers loans and. purchases on the 1975 crops of upland cotton,.corn,
and wheat at 40 cents per pound,$1.87 per bushel, and $2.50 par bushel,
respectively » Provided; That the rate of interest on-commodity loans
made by the Commodity Credit Corporation to all eligible producers
shall be established quarterly on the basis of the lowest current interest
rate on ordinary obligations of the United States: Provided further,
T hat the nonrecourse loan for 1975 crop upland cotton as set forth in
section 103(e) (1) of the Agricultural Act of 1949, as amended, shall
be made available for an additional term of eight months at the option
of the cooperator, except that for the 1975 crops of upland cotfon, feed
grains; and wheat, the Secretary shall establish, insofar as is practic-
able, the same terms and conditions relative to storage costs and interest
rates on allnonrecourse loans extended on such erops.
“(b) Notwithstanding the provisions of section 301 of this Act, the
Secretary shall make available to producers loans and purchases on the
1975 crop of soybeans at such levels as reflect the historical average
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relationship of soybean support levels to corn support levels during
the immediately preceding three years.”, except that for the 1975 crops
of upland cotton, feed grains and wheat, the Secretary shall establish,
insofar as is practicable, the same terms and conditions relative to
storage costs and interest rates on all nonrecourse loans extended on

such crops.. o , , :
%k - * . .
TITLE II—DESIGNATED NONBASIC AGRICULTURAL

COMMODITIES

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

(a) [Repealedy '~ _ : '

(b) The price of honey shall be supported through loans, purchases,
or other operations at a level not in excess of 90 per centum nor less
than 60 per centum of the parity price thereof; and the price of tung
nuts for each crop of tung nuts through the 1976 crop shall be sup-
ported through loans, purchases, or other operations at a level not in
exocess of 90 per centum nor less than 60 per centuin of the parity price
therefor : Provided, That in any crop year through the 1976 crop year
in which the Secretary determines that the domestic production of
tung oil will be less than the anticipated domestie demand for such
oil, the price of tung nuts shall be supported at not less than 65 per
centum of the parity price therefor, . B o ;

{(c) The price of milk shall be supported at such level not in ex-
cess of 90, per centum nor less than 75 per centum of the parity price
therefor as the Secretary determines necessary in order to assure an
adequate 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 productive capacity sufficient to mect
anticipated future needs. Notwithstanding the foregoing, effective for
the period beginning with the date of enactment of the Agriculture
and Consumer Protection Act-of 1973 and ending é6n March 81, 1985,
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) Notwithstanding the foregoing provisions of this section, effec-
tive forthe period beginning with the date of enactment of this sub-
section and ending on March 31, 1976, the support price of milk shall
be established at no less than 85 .per centum. of the parity price there-
for, on-the date of enactment; and the support price shall be adjusted
thereafter by the Secretary at the beginning of each quarter, begin-
ning with thesecond quarter of the calendar year 1975, to reflect any
change during theimmediately preceding quarterin the indewx of prices
paid by farmers for production items, interest, taxes, and wage rates.
Such support prices shall be ennounced by the Secretary within 30
days prior to the beginning of each quarter. -

& T *® % ' & ok *

e e,
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TITLE III—OTHER NONBASIC AGRICULTURAL
COMMODITIES

Sro. 301. The Secretary is authorized to make available through
loans, purchases, or other operations price support to producers for
any nonbasic commodity not designated in title I at a level not in
excess of 90 per centum of the parity price for the commodity.

Sec. 302. Without restricting price support to those commodities
for which a marketing quota or marketing agreement or order pro-
gram is in effect, price support shall, insofar as feasible, be made
available to producers of any storable nonbasic agricultural com-
modity for wgich such a ?rogra,m is in effect and who are complying
with such program. The level of such support shall not be in excess
of 90 per centum of the parity price of such commodity nor less than
the leve] provided in the following table:

If the supply percentage as of the beginning of the marketing
Joar 18 The level of support shell

be not less than the

following percentage o,
the parity pricg: 4

Not more than 102_._._. —— 90
More than 102 but not more than 104 89
More than 104 but not more than 106, 88
More than 106 but not morethan 108_. ... ___ . ___ 87
" More than 108 but not more than 110 . ____ . __ 86
More than 110 but not morethan 112_ ... 85
More than 112 but not more than 114 84
More than 114 but not more than 116 - 83
More than 116 but not morethan 138, ____ . _____ 82
More than 118 but not more than 120 ..._____________ 81
More than 120 but not morethan 122___ .. ___ . _______ 80
More than 122 but not more than 124 79
More than 124 but not morethan 126____ . _______ 78
More than 126 but not more than 128 _______________ 7

More than 128 but not more than 130 76
More than 130. i

O
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EMERGENCY FARM PRICE SUPPORT

APRIL 16, 1975.—Ordered to be printed

Mr. FoLEY, from the committee of conference,
submitted the following

CONFERENCE REPORT

[To accompany H.R. 4296]

The committee of conference on the disagreeing votes of the two
Houses on the amendments of the Senate to the bill (H.R. 4296) to
adjust target prices, loan and purchase levels on the 1975 crops of
upland cotton, corn, wheat, and soybeans, to provide price support
for milk at 80 per centum of parity with quarterly adjustments for
the period ending March 31, 1976, and for other purposes, having met,
after full and free conference, have agreed to recommend and do
recommend to their respective Houses as follows:

That the House recede from its disagreement to the amendment of
the Senate to the text of the bill and agree to the'same with an amend-
ment as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following:

That title I of the Agricultural Act of 1949, as amended, is amended by
adding at the end thereof the following new section 108:

“Sec. 108. Notwithstanding any other provision of this Act—

“(a) The established price for the 1975 crops of upland cotton, corn,
and wheat shall be 45 cents per pound, $2.25 per bushel, and $3.10 per
bushel, respectively.

“(b) The Secretary shall make available to producers loans and pur-
chases on the 1975 crops of upland cotton, corn, and wheat at 38 cents
per pound, $1.87 per bushel, and $2.50 per bushel, respectively. )

“(c) The rate of interest on commodity loans made by the Commodity
Credit Corporation to all eligible producers for the 1976 crops shall be
established quarterly on the basis of the lowest current interest rate on
ordinary obligations of the United States.

“(d) The nonrecourse loan for the 1975 crop of upland cotion as set
forth in section 103(e)(1) of this Act shall be made available for an

38-0068 O
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) ’ tor. Non-~
tiomal term of eight months, at the option of the cooperator. !
fi:dogxﬁoam for{ke %75 erops of wheat and corn. shall be made avmgzb:le
for o term not less than eighieen months from the first day of the month vn
] e made.
w}%%};)th%ii:agzcg:mry shall make available to producers loans and p-‘m:z
chases on the 1976 crop of soybeans at such level as reflects the historica
average relationship of soybean support levels to corn support levels during
; : eding three years.”. _
thgsﬁ%@%?%@oz cg the Agricultural Act I?f It.94.9, as amended, 18
: d by adding the following new subsection: .
fUIT:?(&:;'). a&ng?u%hstgndmg’r?he foregoing provisions of this section, qﬂectw;
for the period beginning with the date of enactment of this subsectz%?' cznd
ending on March 31, 1976, the ;u%port p':we of m;}iﬁrgﬁl 3«; ftszia dcige if
at no less than 80 per centum of the parity pmc::ez , f
thereafter by the Secre
anactment, and the support price shall be adjusted th A t
’ inni beginning with the second quarter
tary at the beginning of each quarter, ginming with the oo mme-
ge during
of the calendar year 1975, to reflect any estim AR
1 ding quarter in the index of prices pad by ]
iﬁ%ﬁ%%ﬁ%sf %?atgrest, taxes, and wage rotes. Such sup ort prwets sh;zll
be announced by the Secretary not more tkaﬁ, thirty, nor less than twenty,
days prior to the beginming of each quarter.”. V
And the Senate agree to the same.
That the Senate recede from its amendment to

the same.
And the House agree to Taonas §. FoLey,

W. R. Poaag,

Ep JonEs,

Bos BERGLAND,

Davip R. Bowen,

W. C. WAMPLER,

Kzeire G. SEBELIUS,
Managers o the Part of the House.

Hervan E. TALMADGE,

James O. EASTLAND,

Groree McGOVERN,

James B, ALLEN,

Huserr H. HuMPHREY,

RoserRT DOLE,

MILTDNBR. Youna,

HenrY BELLMON,
Managers on the Part of the Senate.

the title of the bill.

H.ER. 152

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 Senate to the bill (H.R. 4296) to adjust target prices, loan and
purchase levels on the 1975 crops of upland cotton, corn, wheat, and
soybeans, to provide price support for milk at 80 per centum of parity
with quarterly adjustments for the period ending March 31, 1976,
and for other purposes, submit the following joint statement to the
House and the Senate in explanation of the effect of the action agreed
upon by the managers and recommended in the accompanying con-
ference report. The differences between the House bill and the genate
amendment and the substitute agreed to in conference are noted in
tl}lle following outline, except for conforming, clarifying, and technical
changes:

(1) Target prices of upland cotton and wheat for 1975.

The House bill provides that the target prices for the 1975 crops of
upland cotton and wheat shall be 45 cents per pound and $3.10 per
bushel, respectively.

The Senate amendment increases the 1975 target prices to 48
cents for cotton and $3.41 for wheat.

The Conference substitute adopts the Houge provision.

In December 1971, the Secretary of Agriculture utilized the au-
thority contained in the Commodity Credit Corporation Charter Act
to purchase agricultural commodities in the marketplace.

_ The Conferees note that, if necessary, this authority again could be
invoked with respect to the 1975 crops. V

Thus, such purchases could be made to stabilize prices of agri-
cultural commodities either at or above the “established price’ levels
provided in the bill so as to meet domestic requirements. If such action
was taken, producer deficiency payments under the Agriculture and
Consumer Protection Act of 1973 could be avoided.

(2) Target prices of upland cotton, corn, and wheat for the 1976 and
1977 crops.

The Senate amendment provides that the target prices for the 1976
crops of upland cotton, corn, and wheat shall be the 1975 target
prices, as adjusted to reflect any change during the calendar year
1975 in the index of prices paid by farmers for production items,
interest, taxes, and wage rates (excluding feed and feeder livestock).
Any increase that would otherwise be made shall be further adjusted
to reflect changes in yields. '

The Senate amendment also provides that the target prices for the
1977 crops of upland cotton, corn, and wheat shall be the target
prices for the 1976 crops, as adjusted to reflect any change during
the calendar year 1976 in the index of prices paid farmers for produc-
tion items, interest, taxes, and wage rates (excluding feed and feeder
livestock). Any increase that would otherwise be made shall be further
adjusted to reflect changes in yields.

@ H.R. 152
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The House bill contains no comparable provision.

The Conference substitute deletes the Senate provision.

(3}2 Payment rates for the 1976 through 1977 crops of barley and grain
sorghums.

The Senate amendment provides that the payment rate for grain
sorghums, and, if designated by the Secretary, barley, for the 1975
through 1977 crops shall be such rate as the Secretary determines
fair and reasonable in relation to the rate at which payments are
made available for corn.

The House bill contains no comparable provision. However, this
provision is implicit in the House bill and explicit in existing law.

The Conference substitute deletes the Senate provision.

k(et)t Loans and purchases on the 1976 crops of upland cotton and
wheat.

The House bill J)rovides that the loan levels for the 1975 crops of
upland cotton and wheat shall be 38 cents per pound and $2.50 per
bushel, respectively.

The Senate amendment increases the 1975 loan levels to 40 cents
per Eound for cotton and $2.89 per bushel for wheat.

The loan levels established by the Secretary for cotton, feed grains,
and wheat could not be less than the levels specified.

The Conference substitute adopts the House provision.

(8) Loans and purchases on the 1976 and 1977 crops of upland
cotton, corn, and wheat.

The Senate amendment provides that the 1975 loan levels shall be
applicable to the 1976 and 1977 crops, as adjusted so as to maintain
the same percentage relationship to the target prices for the 1976 and
1977 crops of upland cotton, corn, and wheat as the 1975 loan rates
are to the 1975 target prices.

- The House bill contains no comparable provision.

The Conference substitute deletes the Senate provision.

(8) Interest rates on CCC commodity loans.

The House bill provides that the rate of interest on commodity
loans made by the Commedity Credit Corporation for the 1975 crops
shall be established quarterly on the basis of the lowest current interest
rate on ordinary obligations of the United States.

The Senate amendment extends this provision to apply to the 1976
and 1977 crops.

The Conference substitute adopts the House provision and deletes
the Senate amendment. :

(7) Extension of nonrecourse loan periods.

The House bill provides that the nonrecourse loan period for the
1975 crop of upland cotton (presently 10 months) would be made
available for an additional term of eight months, at the option of the
cooperator.

he Senate amendment extends this provision to the 1976 and 1977
crops of cotton, and provides that nonrecourse loans for the 1975
through 1977 crops of wheat, corn, and soybeans shall be made
available for a term not less than 20 months from the first day of the
month in which the loans are made.

The Conference substitute adopts the House provision with an
amendment providing that nonrecourse loans for the 1975 crops of
wheat and corn shall be made available for a term not less than 18
months from the first day of the month in which the loans are made.

HR. 152
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Thus, under the Conference substitute, the loan periods for wheat
and corn—which are now 12 months—could be extended for an
additional term of six months, at the option of the producer. The
Conferees anticipate, of course, that similar loans would be made
available to producers of grain sorghums and barley.

(8) Storage costs and interest rates.

The Senate amendment strikes the House provision that requires
the Secretary to establish the same terms and conditions relative to
storage costs and ‘nterest rates on nonrecourse loans made with
respect to upland cotton, wheat, and feed grains. The same interest
rates already apply to all three crops. However, terms of storage costs
are different.

The Conference substitute deletes the House provision.

However, the Oonjerees believe that a study should be made by the
Department of Agriculture with respect to the terms and conditions
relative to storage costs for all commodities for which loans are made.
The Secretary of Agriculture is, therefore, requested to make such a
study and submit his findings and recommendations to the Congress
as soon as practicable. :

(9) Soybean price support.

The House bill requires that a 1975 loan and purchase program be
made available to producers of soybeans at a level reflecting the average
relationship of soybean support levels to corn support levels during
the immediately preceding three crop years.

The Senate amendment extends this provision to apply to the 1976
and 1977 crop years.

The Conference substitute adopts the House provision and deletes
the Senate amendment.

(10) Resale level of COC stocks of wheat, corn, grain sorghums, barley,
and upland cotton.

The Senate amendment provides that—with respect to the 1975
through 1977 crops—the Commodity Credit Corporation shall not
sell any of its stocks of wheat, corn, grain sorghums, barley, or upland
cotton at less than 115 percent of the target prices for such crops, nor
sell any of its stocks of soybeans at less than a comparable price.

The House bill contains no comparable provision.

The Conference substitute deletes the Senate provision.

(11) 1976 support price for tobacco. .

The Senate amen£nent provides that the 1975 support price for
tobacco shall be established at 70 percent of the parity price therefor.

The House bill contains no comparable provision.

The Conference substitute deletes the Senate provision.

(12) 19761976 dairy support price. )

The House bill requires—effective with the period beginning on the
date of enactment and ending March 31, 1976—that the support price
of manufacturing milk be established at not less than 80 percent of the
parity price therefor. Beginning with the second guarter of 1975, the
established support price would be adjusted at the beginning of each
quarter to reflect any change during the immediately preceding quar-
ter in prices paid by farmers for production items, interest, taxes, and
wage rates. Such support prices would—under the House bill—be
announced “within”’ 30 days prior to the beginning of each quarter.

H.R. 152
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The Senate amendment increases the support price to 85 percent of
parity and provides that quarterly adjustments reflecting any ‘‘es-
timated” change in the costs of production are to be announced ‘“not
later than' 30 days prior to the beginning of each quarter.

The Conference substitute adopts the level of support of the House
bill—80 percent of parity. The Conference substitute adopts the Senate
language with respect to the “estimated’’ change. It also provides that
the date of announcing the support prices would be not more than 30
and not less than 20 days prior to the beginning of each quarter.

The Conferces take note of the fact that on March 28, 1975, the
Department of Agriculture announced an increase in its support
purchase price for cheese and butter in order to achieve the goal of
providing farmers the announced support price for manufacturing
milk of $7.24 per hundredweight.

The Conferces commend the Department on this action and urge
the Department to continue to review the level of product purchase
prices on an on-going basis in order that such prices will reflect current
processing costs, and thereby assure that the required level of dairy
price support to farmers will be met.

(18) I\lgat umport moratorium.

The Senate amendment provides that for a period of 90 days follow-
ing the date of enactment, no meat may be imported into the United
States. “Meat” means fresh, chilled, or frozen cattle meat and fresh,
chilled, or frozen meat of goats and sheep (except lambs).

The House bill contains no comparable provision.

The Conference substitute deletes the Senate provision.

Troumas S. FoLuy,

W. R. Poagg,

Ep Jongs,

Bos BerGLAND,

Davip R. Boweny,

W. C. WAMPLER,

Kemra G. SeBELIUS,
Managers on the Part of the House.

Hermaxy E. TAaLmaDGE,

James O. EasTLAND,

Groree McGovEry,

James B. ALLEN,

Hugerr H. HumpHREY,

Rosert DoLg,

Miuron R. Youne,

Hexry BeLLMON,
Managers on the Part of the Senate.
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Received from the White House a sealed envelope sald
to contain a messagevfrcm the President wherein he vetoes H.R. 4296,
An Act to adjust target prices, loan and purchase levels on the 1975
crops of upland cotton, corn, wheat, and soybeans, to provide price
support for milk at‘80 per centum of parity with gquarterly adjustments

for the pericd ending March 31, 1976, and for other purposes.

Clerk of the House of Repres
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TO THE HOUSE OF REPRESENTATIVES:

I am returning without my approval H.R. 4296, referred
to as the Emergency Agricultural Act of 1975. Although the
aim of this bill is laudable, its results would be costly
not only to consumers and taxpayers but to American farmers
in the long run. It would damage our international market
position which is so essential to American agriculture's
long—-term interests.

Approval of this bill, therefore, would not be in the
public interest.

In the conduct of the Government's fiscal affairs, a
line must be drawn against excesses. I drew that line in
my address to the Nation on March 29. I promised all
Americans that, except where national security interests,
energy requirements, or urgent humanitarian needs were
involved, I would act to hold our fiscal year 1976 deficit
to no more than $60 billion.

New spending programs which the Congress is considering
could easily raise the Federal deficit to an intolerable
level of $100 billion. This must not happen.

H.R. 4296 is an example of increased non-essential
spending. In fiscal year 1976, it could add an estimated

$1.8 billion to the Federal deficit. If used as a point of

departure for longer-term legislation as was strongly
indicated during its consideration -- it could lead to an
escalation of farm program subsidies in succeeding years.
Approval of this bill would undermine the successful
market-oriented farm policy adopted by this Administration

and the Congress. It is a step backward toward previously

discredited policies.
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Prospects for farmers, it is true, are not as bright
this year as in the recent past. Farm production costs have
been pushed upward by the same inflationary pressures that
affect other industries. Demand for certain farm products
has simultaneously slackened because of the recession.
Prices paid by farmers are currently 11 percent above
year-ago levels. In contrast, the index of prices received
by farmers is now 7 percent below levelskof a year ago.
Fortunately, the latest index, released Wednesday, shows
that the 5-month decline in prices received by farmers
has been reversed and was 4 percent above a month earlier.

The Administration recognizes that some farmers have
experienced financial difficulties due to this éostnprice
squeeze. It has taken a number of positive steps to assist
farmers. The 1976 wheat acreage allotment was recently
increased by 8 million acres to 61.6 million acres. This
action provides wheat producers with additionai target price
and disaster protection. |

We have also increased the 1975 crop cotton price support
loan rate by 9 cents a pound. And we recently announced an
increase in the price support level fpr milk, which, com-
bined with easing feed prices, should be helpful to dairy
producers.

Within the past several days, we have completed
negotiations with the European Community to remove the
export subsidies on industrial cheese coming here -~ a
step that ensures that surplus‘dairy products will not be
sold in the U.S. market at cut~rate prices. At the same
time, we have worked out arrangements which enable the
Europeans to continue selling us high-quality table cheese.
This solution has enabled us to keép on mutually agreeable
trading terms with our best customers for American farm

exports.
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The Administration has also taken action to protect
our cattle producers against a potential f£lood of beef
imports from abroad. The Department of State is completing
agreements with 12 countries limiting their 1975 exports
of beef to this country. These voluntary export restraint
agreements are intended to keep imports subject to the Meat
Import Law to less than 1,182 million pounds.

If unforeseen price deterioration requires action on
my part, I will direct the Secretary of Agriculture to make
adjustments in price support loan rates for wheat, corn,
soybeans, and other feed grains. But it is our expectation
that market prices for grains will remain well above loan
rates and target prices in the coming year.

Most farmers have already made their plans and bought
their seed. Many are well into their planting season.
These plans have obviously been completed without any de-
pendence on the provisions of H.R. 4296.

In the long haul, this bill would lead to constraints
on production and result in loss of jobs in food-related
industries. It would induce farmers to grow more cotton --
already in surplus -- and less soybeans needed for food.
The bill would jeopardize the competitive position of our
cotton in world markets.

American farmers have responded magnificently during
the past several years to produce food and fiber for this
Nation and the world. This has made agriculture our lead-
ing source of foreign exchange. This year, despite very
trying circumsiances, most farmers are again seeking full
production. They have my support for a vigorous export
policy for their products. I recognize that agricultural
exports have been restrained twice in the past two years.
We have now eliminated all restrictions on exports and we
are determined to do everything possible to avoid imposing
them again. Our farm products must have unfettered access

to world markets.
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This Administration is determined to act in support
of the Americén farmer ana his best interests. It will
not act to distort his market. We4must hold the budgét
line if we are all to enjoy the benefits of}a prosperous,
stable, non-inflationary economy.

For all these reasons, I cannot approve this act.

L) R 5,4

THE WHITE HOUSE,

May 1, 1975.
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THE VHITE HOUSE
TO THE HOUSE OF REPRESEWTATIVES:

I am returning without my approval il.R. 4296 referred
to as the Emergency Agricultural Act of 1975. Althouch the
aim of this bill is laudable, its results would be costly
not only to consumers and taxpayers but to American farmers
in the long run. It would damage our international market
position which is so essential to American agriculture’s
long-term interests.

Approval of this bill, therefore, would not be in the
public interest.

In the conduct of the Government's fiscal affairs a
line must be drawn against excesses. I drew that line in
my address to the Hation on March 29. I promised all
Anericans that, except where national security interests,
energy requirements, or urgent humanitarian needs were
involved, I would act to hold our fiscal year 1976 deficit
to no more than $62 billion.

Hew spending programs which the Congress is considering
could easily raise the Federal deficit to an intolerable
level of $100 billion. This wmust not happen.

Jd.R. 4296 is an example of increased non-essential
spending. In fiscal year 1976, it could add an estimated
$1.6 billion to the Federal deficit. If used as a point of
departure for longer-term legislation -- as was strongly
indicated during its consideration -- it could lead to an
escalation of farm program subsidies in succeeding years.

Approval of this bill would undermine the successful
market-oriented farm policy adopted by this Administration
and the Congress. It is a step backward toward previously
discredited policies.

Prospects for farmers, it is true, are not as bright
this year as in the recent past. Farm production costs have
been pushed upward by the same inflationary pressures that
affect other industries. Demand for certain farm products
has simultaneously slackened because of the recession.
Prices paid by farmers are currently 1l percent above
year-ago levels. In contrast, the index of prices received
by farmers is now 7 percent below levels of a year ago.
Fortunately, the latest index, released VWednesday, shows
that the 5-month decline in prices received by farmers
has been reversed and was 4 percent above a nonth earlier.

The Administration recognizes that some farmers have
experienced financial difficulties due to this cost price
squeeze. It has taken a number of positive steps to assist
farmers. The 1976 wheat acreage allotment was recently
increased by 8 million acres to $¢1.5 million acres. This
action provides wheat producers with additional target price
and disaster protection.

more
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We have also increased the 1975 crop cotton price support
loan rate by 9 cents a pound. And we recently announced an
increase in the price support level for milk, which, com-

bined with easingz feed prices, should be helpful to dairy
producers.

Within the past several days, we have completed
negotiations with the European Community to remove the
export subsidies on industrial cheese coming here -- a
step that ensures that surplus dairy products will not be
sold in the U.S. market at cut-rate prices. At the same
time, we have worked out arrangements waich enable the
Luropeans to continue selling us high-quality tahle cheese.
This solution has enabled us to keep on mutually agreeable

trading terms with our best customers for American farm
exports.

The Administration has also taken action to protect
our cattle producers against a potential flood of beef
imports from abroad. The Jepartment of State is completing
agreements with 12 countries limiting their 1375 exports
of beef to this country. These voluntary export restraint
agreements are intended to keep imports subject to the Meat
Tmport Law to less than 1,132 million pounds.

If unforeseen price deterioration requires action on
my part, I will direct the Secretary of Agriculture to make
adjustments in price support loan rates for wheat, corn,
soybeans, and other feed grains. But it is our expectation
that market prices for grains will remain well above loan
rates and target prices in the coming year.

) ilost farmers have already wade their plans and bought
their seed. iany are well into their planting season.

fhese plans have obviously been completed without any de-
pendence on the provisions of .R. 4296.

In the long haul, this bill would lead to constraints
on production and result in loss of jobs in food-related
industries. It would induce farmers to grow more cotton --
already in surplus -- and less soybeans needed for food.

The bill would jeopardize the competitive position of our
cotton in world markets.

) American farmers have responded magnificently during
the past several years to produce food and fiber for this
dation and the world. This has made agriculture our lead-
ing source of foreign excnange. This year, despite very
trying circumstances, most farmers are again seeking full
production. They have my support for a vigorous export
policy for their products. I recognize that azricultural
exports have been restrained twice in the past two years.
We have now eliminated all restrictions on exports and we
are determined to do everything possible to avoid imposing

them again. Our farm products must have unfettered access
to world markets.

more
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This Administration is determined to act in support
of the American farmer and his best interests. It will
not act to distort his market. We must hold the budget
line if we are all to enjoy the benefits of a prosperous,
stable, non-inflationary econony.

For all these reasons, I cannot approve this act.
GERALD R. FORD

THE WHITE HOUSE,

May 1, 1975,
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THE WHITE HOUSE

PRESS CONFERENCE
OF
EARL L. BUTZ
SECRETARY OF THE
DEPARTMENT OF AGRICULTURE

THE BRIEFING ROOM

2:00 P.M. EDT

MR, NESSEN: There is no surprise that the
President has decided to veto the farm bill. The veto
essage has not gone to Congress yet. It will go in
the near future.

As is customary for Congressional courtesy, WwWe
will not pass out copies of the veto message until it
has reached the Hill.

In the meanwhile, though, in order that you
will understand the reasons why the President has decided
to veto it and to answer your questions about the veto
and about the bill, we have Agriculture Secretary Butz.

Q Ron, just one question. Has he actually
signed the veto message?

MR, NESSEN: I am not sure whether he has
physically signed it or not, Ralph. It will go to
Congress in the near future.

Q When you say the'near future," you surely
are talking about today?

MR. NESSEN: I assume so.
Q Is there a deadline on this?

MR, NESSEN: There is not a deadline. May 5 is
the deadline.

Q When will we get the message?

MR. NESSEN: As soon as it reaches the Hill.
Q Today?

MR. NESSEN: I assume soO.

Q You are not going to withhold any of this
until then, are you?

MR. NESSEN: There is no embargo on the briefing.

-MORE
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Q Ron, this is the problem in writing the
story. We cannot say yet that he has actually --

MR. NESSEN: He has decided to veto the bill,
and the actual veto document will go to the Hill, as
I say, soon, or shortly.

Q How come you are doing it this way, Ron?
This is very unusual,

MR. NESSEN: It is very usual, Sarah, for
Congressional courtesy not to pass out a document to
Congress until Congress has it in its hands.

Q What is so unusual about it is that you
are not seeing that Congress has it in its hands. That
is the most unusual thing I have heard and you are
giving a briefing and everything. What is the reason
for it, Ron?

Q Is it true the message was fouled up over
here, Ron, and was sent back to Agriculture to be
reworked?

MR. NESSEN: No.

Q If Secretary Butz can't tell you what to
put in that message -~ he has obviously already done it.

SECRETARY BUTZ: Thank you very much, Ron. (Laughter)

Sarah, whether this part is embargoed or not,
I have discovered I am never embargoed in this town.
There is no embargo on what takes place now.

As Ron said, the President has decided to veto
the bill., The President has obviously had a very, very
busy morning, and we have delayed a bit here. This had -
been scheduled, and we are going ahead with this anyway. ﬁg]i“*

I have just a few comments on why the bill N
is being vetoced. This was started as an emergency bill

in the House of Representatives to give farmers some e

assurances, they said, of price guarantees to insure
full plantings this year. '

The planting season is on. As a matter of fact,
we are in it in many parts of the country, and there
is evidence that farmers are planting fully, regardless
of legislation.

Why is the President vetoing it? First, the
cost. This is a dominant reason. We estimate this
bill would cost approximately $1.8 billion in the first
year. That is at variance with the estimate the
Agricultural Committees and the Conference Committee put
out when they estimated a cost of $210 million the first
year.,

MORE
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Their estimate was based on outlays for payments
under the target price which would go mostly to cotton.
They did not include any cost estimate for cash outlays
for loans that would be escalated because of the higher
loan rates mandated in the bill,

These become a cash outlay in the year in
which they are made and would, therefore, be a charge
against the budget. We estimate that that would run
approximately $1.8 billion.

The President is coming down hard, as you know,
on any program that results in increased expenditures
beyond those for energy or beyond those that were in
the tax bill that he approved.

You recall, when he approved the tax bill, he
drew the line at a $60 billion deficit and said, this
is it. This is the first major test that has come from
Congress since he gave that message on signing the tax
bill en holding the line on the budget.

He feels very strongly, and I concur in that
feeling, that if he were to approve this, it would greatly
rupture his credibility on that matter of holding the
line on expenditures and on deficits. He clearly intends
this to be a signal for other bills coming down the road,
that they will get the same treatment

Secondly, if he were to sign this bill, I think
it would reverse the new direction of agricultural policy.
I feel very strongly -- and the President likewise feels
very strongly -- that this bill would move us back in
the direction again of heavy Government participation
in agriculture, in farm programs, in commodity owner=-
ship and commodity management.

With the attendant increase in costs, our people
estimate that if this bill were to become law, that the
cost escalation year after next might go as high as
$4 billion or $5 billion and even beyond that in the 2
third year after this, depending, of course, on estimates -
of commodity prices. They are very difficult to estimate =
at the present. AN

Q Mr. Secretary, the second year that it
was in, it would cost up to $4% billion to $5 billion?

SECRETARY BUTZ: Yes, sir. We estimate $1.8 billion
the first year. Understand that includes loan outlays,
toco, some of which would be repaid.

Q What is the duration of this bill? How
long would this bill --

MORE
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SECRETARY BUTZ: This bill was passed as a
one-year bill, but if anybody is so naive as to think
that an escalation of price supports and loan rates and
target prices, the magnitude in this bill would be
allowed to expire in election year, I don't think any-
body is so naive in this room as to assume that. There-
fore, I think you have to say that if this escalation did
become law this year, it simply would be the base for
further attempts at escalation beyond that in subsequent
years,

When I became Secretary 3-1/2 years ago, we
were spending about $4 billion a year in payments to
farmers one way or another. This has been reduced this
year to something under half a billion dollars, with
the exception of the so-called disaster payments that
were made to farmers who lost their crops last summer.

When you add that in, we are running around
$800 million this year total, or something like that.

Q Was that 1969, the $4 billion, Mr.
Secretary?

SECRETARY BUTZ: No. In 1971, we were spending
approximately $u4 billion a year.

Q Is this calendar or fiscal, sir?

SECRETARY BUTZ: Fiscal. In fiscal year 1972,
we were spending approximately just under $4 billion ==
$3.9 billion =-- in payments to farmers. Our storage
costs at that time were running over $1 million a day
for stuff we had. We reduced that storage cost to
virtually zero.

At that time, our agriculture exports ran about
$8 billion a year. This year, our agricultural exports
will top $22 billion. I know a part of that is
increased price per unit, but a substantial part is
increased physical volume, too.

Q Sir, you said you reduced it from $4 billion,
fiscal 1872, to one-half?

SECRETARY BUTZ: Approximately one-half billion
dollars in payments to farmers. This is exclusive
of the so-called disaster payments we make under the
Farm Bill of 1973, We don't know quite what they run
yet, perhaps $300 million to $400 million.

Q Just so we are not talking about apples
and oranges, the $3.9 billion also excludes that disaster --
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SECRETARY BUTZ: That is correct, sir. The
$3.9 billion and the one-half are comparable figures.
There has been some deterioration in farm prices
in recent months. This was, I think, the basis for a
good deal of the pressure that came in the Congress
for the so-called emergency bill.

I think farmers are justly concerned about
the future. Their costs have escalated. There has been
some decline in prices. Yet, we are inclined, I think,
to look at what has happened to prices from the high
that they reached some months ago.

I want to show you a few charts that take
them in context here.

First, let us look at corn prices because
corn and wheat figured very prominently. This is what
we tend to hear about right here --  the decline in
prices that has occurred in the last four or five months
in corn prices. Yet, you come back to the beginning
of 1972 -~ and that just happens to coincide with the
time Earl Butz became Secretary and this is purely
coincidental, you understand ~-- one of the first
things I did, if you remember, from this very platform
when President Nixon presented me here as the nominee
for the Secretary of Agriculture, I turned toward him
and I said, "The price of corn is too low," which was
sure enough to be highly quotable.

One of the first things we did was to have a
purchase program in corn. We did not have to buy much
but prices did start up a little bit here. They
continued up here, and they continued up to that
high point that occurred last summer, in 1974, following
the very short crop year we had in 1974,

There has been some deterioration since with
a leveling off in the last month or two here. The
point I want to make is even though it has come down,
it is still very substantially above anything we had
before.

I will say a word about cost in a moment,
but the point I want to make is even with this price
deterioration, it is still at a relatively high level
when you take it in total perspective.

Let's take a look at wheat and we get roughly
the same picture. The price of wheat was running back
here about $1.30 a bushel at the farm level -~ something
like that. It went up. Here was the Russian purchase
in here. It went up here. Last year, it dropped off
some at harvest time, and it came up again, again
largely reflecting our very short crop of feed grains
because it was a sympathetic movement in prices.

MORE
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It has dropped off some since, but again, in
historical perspective, at a much higher level than
anything we had except for a couple of abnormal periods
here.

Take a look at the price of soybeans, and you
get somewhat the same thing. Soybeans jumped very
high in 1873. This was because of a worldwide shortage
of protein. Fishmeal off the Peruvian Cost failed
and for various other reasons at this point, we had a
soybean embargo and the like. They dropped down.

They have come around here. They came up again last
fall and they are down at a point here now which

in historical perspective is still above anything

we ever had prior to two years ago.

The picture on cotton is not quite so good.
The price of cotton dropped down some here and then
improved very markedly. This period was very high last
year and has drepped. It has recovered some in the last
couple of months.

The price of cotton.is, in most cases, below
the cost of production, again reflecting the failure of
textile markets around the world. We arein a bad
situation. ‘

You hear a lot about the farm cost-price squeeze.
This is serious. Farmers had their record high net
farm income year in 1973. It was $32 billion. It was
nearly double -- not quite double -- the previous high
of $17.5 billion. In 1974, this dropped some as costs
began to catch up with income. It dropped to $26 billion
in 1974, It will drop still further in 1975, chiefly,
again, because the costs have caught up with it.

But here, the -red line is prices received
by farmers. The blue line is prices paid by farmers,
two widely quoted indexes put out by the Department
of Agriculture. You will note that based on 1967
as 100, which we have used for some time, and they were
in rough adjustment starting in 1972,

In 1973 and 1974, prices received escalated
up very high. Prices paid kept going on up. This is
part of the problem. Those two lines have now crossed.

Prices received have come down for five
months in a row, until the current month. The May 15
index was published just last night, was released last
night. It showed an increase of U4 percent in prices
received by farmers in the last month. This stops -=-
and I hope permanently stops now -~ this down erosion
we have had for five consecutive months.
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Prices paid keep going up. This has slowed
down some compared with a year ago. Prices received
are 7 percent below one year ago. Prices paid are
11 percent above a year ago. That is the cost-price
squeeze that you hear so much about.

I present those charts simply to show you if
we take the prices of our basic commodities that are
in this farm bill up here, I am talking about wheat
and feed grains and soybeans. Cotton wasin there, too.
With the exception of cotton, the prices are substantially
above anything that had prevailed prior to the last year
or two.

I am fully aware that costs are catching up,
and they stay up. The cost of a combine is up to
$30,000 now. The cost of a good tractor is up to
$20,000 now, and so on.

On the other hand, we discussed this with the
President. I think one of the things that irritates
our farmers a great deal was the two-time experience in
interference with export markets for our farm products.
We are asking our farmers to produce fully, and they
are responding that way.

Two years ago, we cut across export contracts
on soybeans which in retrospect, I think, was a very
unfortunate thing we did. Last year, when the USSR
came in with this massive purchase for corn and wheat,
and we had a relatively short corn supply, again we inter=-
fered with that and we instituted a system of prior
approval for export shipments of over 50,000 tons in
any one shipment. This was a very irritating thing
to our farm people, and justly so, I think.

This has all been removed now. They have
access to markets any place in the world, now. Wwith
the exception of Trading With the Enemies Act. There
are certain forbidden places., The President feels,
as I do, that we should make every effort not to have
that kind of interference again.

I think if we can assure our farmers that they
are going to have access to these export markets, we do
our very best to keep promoting export markets, and
maintain our farm commodity prices at a level where
they are, or hopefully a little more ~- and I would like
to see a little more because our farm income is being
squeezed this year -- I think that the thing that
spurred this activity back of the new farm bill will
have been diminished a great deal.
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Just one more comment. I fear very deeply
myself that if we were in this non-election year, to
accept the target prices and the loan rates established
in the new farm bill, it would be a base for further
escalation next year, which will be an election year,
would move us in the direction of getting heavy
Government participation in the commodity business
again.

We would begin to accumulate commodities in
the hands of the Government. We would become a residual
supplier in the world's markets, as we were for many
years, because we owned the commodities, substantial
quantities of them.

The release price had been announced at the
loan level, plus 15 percent, plus carrying charges.
Our competitors around the world just undersold us.
They emptied their warehouses and bins, and then
we took what was left in the market place. If we
got back in that stance again, we would very shortly
get to the point that public pressure, political pressure,
would force us back into a system of quotas and allotments,
and we would be back on the same threadbare tracks we
traveled for 40 years, except for short, wartime periods.
These are the main reasons why the President is vetoing
this bill.

Q Mr. Secretary, we understand that the
President's veto message does not, as you had indicated
you thought it would earlier, announce increases in
the loan rates, but that it does say that if conditions
deteriorate, he will take action. Can you enlarge on
that, please?

SECRETARY BUTZ: Yes. The Secretary has a great
deal of discretionary authority to set loan rates except
for cotton. In the case of cotton, this is fixed by
law at 90 percent of the average international price ]
the last three years. We have, in fact, raised cotton PR
loan rates 9 cents this year based on that law. ~ ‘

But for wheat and feed grains and oil seeds,
the Secretary has wide discretionary authority. The
President feels =-- and I concur in this -- that it
would be inconsistent to veto the bill for the primary
reason of increased cost and at the very same time, to
indicate action that would, in itself, increase budget
cutlays.

Our best estimate was, if we had right now
announced an increase in the loan rates of corn and
wheat up to, let us say, $1.50 and $2.00 -- just to
pick a figure out of the air -- it would have entailed
an added budget outlay of somewhere around $90 million.
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On the other hand, the President feels, and
I feel very strongly, that we should continue to watch
this thing and keep our options open. If these charts
I have just shown you turn down again, be prepared
to make adjustments in the loan rates.

As T indicated last Friday before Senator
Humphrey's committee on the Joint Economic Report, I
do not propose to sit here as Secretary of Agriculture
and see our farmers liquidated. That would not be

in anybody's interest, including the interest of
‘consumers.

We have to have a healthy agriculture., I think
we are on the track toward a healthy agriculture,

Q Why are you delaying doing that? Aren't
a lot of people going broke? Haven't a lot of these
people gotten credit this year on the ztreangth that
maybe they would be able to get this bill through? How
did they get the credit to plant crops that they have gotten
up to now?

SECRETARY BUTZ: Sarah, the current market price
of commodities is substantially above the current target
prices on the current loan rates and substantially above
the target prices on the loan rates on the bill passed
by Congress. This is also true of the price of the 1875
crops in the futures market,

Qur goal, of course, is, I think, a sound one,
and that is to keep those prices at a healthy level so
they can get their price and get their income in the
marketplace and not be dependent on Government.

How did they get their credit? If they have
a basis for credit, you can get it from the regular
institutional sources you always get it from, from the
cooperative credit organizations. In the case of
farmers who cannot do it, we have stepped up our amount

of farm home administration credit for operating loans
this year, too.

Q How much is that going to cost you? That
is going to cost you more, right?

SECRETARY BUTZ: It goes out at 5 percent. It
does involve some interest subsidy, that is correct.

Q What about the cotton industry now? A lot
of people have gotten off of cotton and didn't plant
cotton this year, and diverted to soybeans, Is that

going to make us have a great shortage of cotton and
textiles?
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SECRETARY BUTZ: I don't think so, Sarah,
because we have a surplus of cotton now. Our carry-out
of cotton is quite high this year, both in this country
and around the world because the off-take for textile man~-
ufacturing has been done.

So, we go into the year with a pretty substantial
carry-in of cotton. Our cotton farmers indicated on
March 1, for planting intentions, that they were going
to cut back their acreage by 29 percent this year. Most
of that would go into soybeans and some into grain
sorghum.

Our soybean acreage was indicated to be up 6 percent
this year. I think those are very desirable shifts. We
don't need the cotton. We do need the soybeans, and I
think this shift reflects itself in the market already
with cotton prices having strengthened by some 5 cents
a pound in the last three or four weeks.

Q Mr. Secretary, this chart here indicates
the prices that farmers are paying for their stuff is
going up and the prices they are getting are going
down. This is the percentage of 1967 when they were
getting a lot more than they were spending. Is it
to the point now where the farmers who are starting
out in agriculture now are going to start out in a loss
situation or are they still able to make some money?

SECRETARY BUTZ: That depends on the individual
situation, Jbviously. It takes so much capital now,
as it did right back here, too -- it took a lot of
capital back there to get started -~ that unless
you have a fairly substantial capital base or your
wife's father has a farm, or something -- of course
you have to take your wife with it, too, you understand
to get that -~ it is very difficult to get started these
days. This is simply one of the facts of life.

I am talking about the family farm. It is now
a heavy capital utilizer. Yet, there are young people
starting every day. There are young couples in trouble
right now. Those young couples that started in the beef
business, for example, 18 months ago,that paid $400
for a cow=-calf unit that now find it worth $150 and
went in debt on that basis, are in difficulty.

You are in a situation with a long cyclical
swing here, a 10 or 12 year swing.

Q Mr., Secretary, why are the dairy farmers
in such trouble?
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SECRETARY BUTZ: Primarily because of high feed
costs that have occurred in recent years, especially
at the end of the line like New England where you have
to ship in so much of your feed and you are at the end
of the transportation line where the transportation system
has broken down, too.

There is light coming back in the dairy industry
here., There has been some improvement in price. We
adjusted our price supports upwards last December and
again six weeks ago to bring our parity base up to date
as required by law.

Feed costs are coming down some. We have just
finished negotiating, I think, a very satisfactory
arrangement with the European Community that avoids the
imposition of countervailing duties on our part
and they have withdrawn their restitution subsidies on
their part all except some table cheeses, exotic
cheeses, that we will pay any price for in this country,
and are really not competitive.

I think that there are better days ahead for
the dairy industry, too. Yet, milk production has
continued to increase inspite of what you have heard
about it.

Q Mr. Secretary, would you take each item,
wheat, corn, cotton, soybeans, milk, exports, and tell
us what you are going to do to improve the situation
in each one of those?

SECRETARY BUTZ: On exports?
Q Each one of those, plus exports.

SECRETARY BUTZ: Let's take corn as a case
in point, Corn is by far and away our biggest cereal
crop. We had a very short crop last year of about
4.7 billion bushels because of the bad year in the
cornbelt, This year, given average weather, we should
hit a crop of around 6 billion bushels. That is going
to be quite a lot of corn. That will be the largest
crop we have ever had. We feed most of it.

Now, we will export, hopefully, over one billion
bushels this next year. We are in the export business
for keeps in feed grains. We are going to push hard
on exports. Our market development teams are working
constantly on that. Our Foreign Agricultural Service
works constantly on it.
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We have built up livestock populations in
some parts of the world that are absolutely dependent
on a flow of feed grains from the United States, corn
or grain sorghum as the case may be.

I think we won't have any trouble with corn.
We have a little heavier carry-out a year from
this than we have this fall., We are going to have too
small a carry-out of corn this fall., We are going
to have a carry-out of corn this fall that will be
equivalent to approximately six weeks domestic consumption
of corn. That is not enough because if we should happen
to have another dry summer this summer, we would be in
trouble.

We need a bigger carry-out of corn. By the
same token, we need a bigger carry-out of wheat. Let's
take wheat as a case in point. We are going to come
out of this wheat market near June 20th with a carry-out
of o0ld crop wheat somewhere around 300 million bushels.
I am reasonably confortable with that but it is not big.
It is on the low side of safe. It is on the low side
of normal. We can build up our carry-out to be on the
safe side, not only for us, but for the world, to make
us a credible supplier in the world's markets.

We simply have to export about two-thirds of
our wheat. We will have a crop this year of 2 billion
or 2,1 billion bushels. We will use domestically approxi-
mately 700 million bushels of wheat in a year for
human consumption, for seed and for feed. That means
we simply must export two-thirds of our wheat crop
or we get a cutback in wheat. We must export 25
percent of our feed grains or we cut back. We must
export 45 to 50 percent of our soybeans or we cut back.

What does this mean? It means we have now
built the American farm export market up to a $22 billion
market. As I said, it is our number one source of

foreign exchange. It is in our interest, it is in the TR0

interest of all America to keep this export market healthﬁf’
and we have to do it to keep agriculture on a full pro-
duction program, otherwise we have to get back into a

program of quotas, of allotments, as we did for 40 years.

Q Mr. Secretary, do your soundings on the
Hill indicate that without some assurance in the form
of immediate action to raise loan rates, you will be
able to sustain the veto in the House?

SECRETARY BUTZ: I think so, because there
was no assurance of that kind in the initial vote on
the bill in the House or in the vote on the Conference
report in the House, and on the initial vote inthe
House we had, as I recall, 22 votes above that necessary
to sustain the veto.
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On the Conference Report, we picked up four
votes and those for the bill lost 11 votes and that
increased some, I see no reason why that margin wouldn't
hold. I hope we can increase that margin.

I think what happened yesterday, what we
reported in the Price Index strengthens our position,
that this 5~month decline has stopped. While one
swallow does not make a spring, I know at least it has
turned around here. We increased 4 percent last
month in prices received.
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Q Mr. Secretarv, is really the issue the
loan rates? Is that the most significant part of this
veto?

SECRETARY BUTZ: No.
Q Or are you looking at the target price ~--

SECRETARY BUTZ: No, sir, I think the target

.price is the most significant part of it. The Congress
passed the Act of 1973 two years ago with a new concept,
this concept of target prices. It was not our proposal.
It was a great deal of tugging and hauling, as you
know, at that time, a great deal of bargaining and
trading, but it came out to have a system of target
prices.

The question came, wag what level? And we
were arguing for a lower level of target prices to
make sure we did not get the Government heavily
involved in the commodity business again.

The Congress wanted a higher level. We compro-
mised at this figure here. They had an escalation
clause written into that legislation saying target
prices would escalate upward based on increases in the
cost of production.

That is this blue line I have right here.
They would escalate upwards. The Congress initially
wanted that to apply the first year. Ve finally
compromised and said that would apply the second year --
the third year of the four -year bill. ‘

Last year was the first year under this bill;
1975 will be the second year. This escalator clause
automatically becomes available in the third year,
next year, and will substantially escalate target prices
upward.

I think we have to be very careful that we
don't get target prices to the point that they
become incentive prices and you begin to produce for
the Government or to get loan rates to that level.

Frankly, I am worried right now about the
cotton situation. The loan level on cotton right now
is at or above the world price of cotton and we could
very easily get ourselves into a situation where we
once again begin to accumulate cotton excesses as we
did a few years ago and virtually price ourselves
out of the international cotton market. We simply
have to export 40 percent of our cotton in a normal
year, or we are in trouble. Ve do not use it domestically.
That means we have to cut back our whole cotton
industry by 40 percent if that happens.
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Q Mr. Secretary, you did not show a curve
up here for the dairy prices. Are you comfortable with
the ability of the New England dairy industries to be
viable at current prices?

SECRETARY BUTZ: No, I am not. New England
is in a difficult situation, partly, as I said, because
they are at the head of the feed line. You have a
heavy transportation cost to get your concentrates
. in there. They are good roughage producers, fairly
economical roughage producers, but their concentrates
have to come in either by rail or truck. This adds
to the cost.

They have been in a surplus milk situation
up there for some years, which has tended to reduce
their blend price some. I think there is a vulner-
able spot in the dairy industry. It perhaps is the
New England area where they have to depend -- other
things being equal -~ on a little better market.

This means they can't overproduce and put so
much of their product under manufacturing, which tends
to lower their blend price. One of the things that
bothers me about the whole dairy industry is we have
been for some years on a declining per capita consumption
of milk in this country.

Our per capita consumption of total dairy
products, including milk, continues on downward. The
only reason we have been able to maintain a fairly
constant level of dairy production is by virtue of the
increase in population.

We had a production this last year in dairy
products of around 116 billion pounds, I believe it
was. I recall when I was here as Assistant Secretary
in 1953, we were then producing 122 billion pounds.
In 20 years our production has only held constant.

We have been able to do that only because of
an increase in population: our per capita consumption
goes downward. I am confident that if we begin to
price our product too high, we will accelerate that
downward trend and simply hasten the death knell
of the dairy industry.

Q Mr. Secretary, how do you think the
farmers in this country are going to react to this
veto?
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SECRETARY BUTZ: Divided. I think they will
act divided. The American Farm Bureau Federation is
vigorously opposing this bill. They have from the
start. They are working to sustain a veto.

0ddly enough, The Farmers Union is opposed
to it, but for a different reason. Their reason being
the target prices are not high enough. It is rather
" unusual to get those two organizations on the same
side of anything. But we have got a bill here where
the Nation's largest farm organization representing 2.6
million family members is opposed to it, where George
Meany, the head of the AFL-CIO, has strongly endorsed it
and I have said from a number of platforms around the
country when George Meany endorses a farm bill, I want
to read the fine print. I want to see what kind of
trade was made, and this obviously is a trade being made
on the Hill up here.

Q Specifically, in what way is a trade
being made?

SECRETARY BUTZ: It is being made as evidenced
by the comments made by one of the Senators in the
Senate Agriculture Committee when I was up testifying
on this bill. The discussion went to food stamps.

I said, "I think food stamps properly belong
in the Department of Health, Education and Welfare."
He said, "Well, there is much logic for that, but on
the other hand, we use it here as trading stock to get
our legislation through.”

In what way do you do this? Labor voted
pretty solidly for this, even though its districts were
almost entirely urban, where they should be opposed
to anything that would raise food prices, and the
longer run impact of this bill would be to raise food
prices.

You cannot interpret it otherwise, but they
voted very solidly for it and later down the pipe
will come legislation that somebody may attempt to
remove food stamps from strikers.

At the present time, we give strikers who
are eligible food stamps. There will be an attempt
to increase eligibility for food stamps. There will
be an attempt to increase public service jobs. There
will be all kinds of things coming along.
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While I don't know what kind of deal was made
I think I could pretty well speculate what it was.

Q Mr. Secretary, you say we don't need
cotton. We do need soybeans. Would you advise cotton
farmers to get out of cotton?

SECRETARY BUTZ: Cotton farmers themselves
this year indicated that they intended to plant 29
. percent fewer acres than last year. They are responding
to market signals, as they should.

I did not say we did not need cotton. T
simply said we did not need as much as we had last
year, and we do need more soybeans than we had last
year.

Q Mr. Butz, what about imports on meat?

SECRETARY BUTZ: I think the imports on meat
are under complete control. We have the meat, the
Beef Import Control Act of 1966, that established a
triggerpoint on imports at 1.181 million pounds that
could come in now. That changes some from year to
year, but that is the current figure.

In the last six or eight months, imports
with no restrictions had been below that level,
primarily because of the American beef market was not
an attractive market by the time you added transpor-
tation charges from far away Australia.

But cattle numbers are building up in
Australia.,at some point they will go to slaughter and
come on the world market. In the last six weeks or
two months, the State Department,under the very able
leadership of Jules Katz, has been negotiating voluntary
restraints on shipments of beef to this country from
those principal nations that ship to us.

This either has been concluded or is just
about to be concluded in a very satisfactory way.
This was at the direction of the President. I think
in this case the President has taken action to make
sure these do not interfere with our domestic
marketings.
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Q Sir, they have been doing it for months.
That is what the cattlemen have all been in here
talking to you all about, the interference on beef
and dairy, cattle =--

SECRETARY BUTZ: You are quite right, but the
actual shipments in the last six or eight months have
been below the trigger point defined in the law.

. Q That still does not mean -- as the cattle=-
men pointed out in at least four conferences down here

at the White House =~=- that does not mean but what they
are very seriously hurt by these imports.

SECRETARY BUTZ: We import approximately 7 or
8 percent of the total beef we use. It is manufacturing
beef. On the other hand, Sarah, let's remember trade
is a two~-way street. We export half of our cattle hides.
We export nearly half of the glands, tongues and that
kind of thing. We have a very substantial export trade
in animal products, too.

Q That still does not answer the question
about the competition, how it is hurting the dairy and
beef cattlemen here.

SECRETARY BUTZ: The same way about cheese
imports. Two years ago, twice we raised, by Presidential
Proclamantion, the amount of cheese that could come to
this country, 100 million pounds in each case,

Q I know you did.

SECRETARY BUTZ: And dried skimmed milk. We
raised that. We raised that at the time and we simply
were not producing enough dried skim milk to meet
our needs. Our cottage cheese manufacturers, our
ice cream manufacturers and our bakers were shifting to
something else.

I think it made sense to bring that in to
maintain the market for dried skim. In the case of
our second special cheese import, I think it came
too late. I think by the time we finally got it in place,
it did interfere with our domestic market in cheese. I
don't think the first one did.

Q I would like to ask you a political
question. Throughout this briefing here today, you
have talked about 1976 politics. From what I read and
hear, there are some who feel that you would be a
political liability to Mr, Ford in a campaign. I am
wondering if you have any intentions to voluntarily step
aside and let the President appeoint his own Agricultural
Secretary?
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SECRETARY BUTZ: All I know is what I read
in the papers, and I read in the papers two or three
weeks ago that I had every honest intention to do so,
until the President asked me to stay on. I read that
in the paper. One of you wrote it. I don't know which
one it was.

Q Has he asked you to stay on?
SECRETARY BUTZ: Yes.

Q Mr. Secretary, you said the long-run
impact of this bill would be to increase food prices.

SECRETARY BUTZ: Yes, sir.

Q What is your estimate as to how much food
prices would have been increased in, let's say, the
next year or by the end of this year?

SECRETARY BUTZ: The immediate effect of
this bill would have been, I think, to raise dairy
prices modestly because it would have required some
increase and a quarterly updating of the pricing level
on dairy products which would very quickly translate
itself into retail price changes in milk and butter and
cheese,

I think the impact of this bill on other food
prices would have been longer removed in the future,
because we don't eat corn directly. We translate it into
livestock. It takes a year to get that process done.

The amount of wheat that goes into a loaf of bread is
miniscule. It was only a year ago we were having flap
in this country on a dollar a loaf of bread.

At the present price of wheat, you get about
six cents of wheat right now in a 40 cent, one pound
loaf of white bread in this town. But the long-run
effect of this would have had to have been to put food
prices up because it would get agriculture back in
again ultimately to the position of quotas and allotments.

THE PRESS: Thank you, Mr., Secretary.

END - (AT 2:40 P.M. EDT)








