A BTUDY OF THE COMMODITY CREDIT COAPORATION

By

Hdward Seott Cates, B, A,

7 L Fiklin, Beay 12, 95
Mﬁw, /‘747 /-5', /1950

A Thesis Presented teo the Orzduste
Paculty of the University of Virginis Iin
Candidecy for the Degres
ol Haster of Arts

1950



ACKROWLEDGHENTS

I wish to express my sincere apprecistion to all
of those who have given of thelr time and offort in the
development of this work, An especlal debit of gratitude
is owed Dr, Jobhn L. Pulmer of the Schwool of Rurel Soslal
Beonomics, University of Virginia, The constructive
eriticisme whieh he has offered have not only besn
roesponsible o & large degree for the form whigh this
work has taken, but slso for renewed incentive on the
part of the writer for future study slong these sanme
lines, 1 wish aleo to thenk Ur, Wilson Gee, who Tirat
interested the writer in graduste study,; for hils kind
encourggenent,

I wish to scknowledge the valuable informeation end
sugpestions furnished by Robert P, Gresn of the Producs
tion snd Harketing Administration, United Btetes Depart~
ment of Agrieulturs,

in conelusion, 1 wish to express ny sppreciation
to ¥rs. Laurence Brunton for the final typing of the

paper,



TABLE OF CONTENTS

CHAPTEL 1 « HIDPORICAL BACHOROUNED A¥D BVOLUTICH
1o Introduetlon veeoicesnsssssssornssnsnnssnncossons
2. The Federal Parm BOSIY .esevevsusscssssnvssavninse
bs Graln Cporationt ssrssevesrsssnsnrssesvevons
B, Cotion (Uperaliond sesssessscovossssescssae
Co Obhier Uperallions scsvsesvesessssvoscvsene

D, The Perm Bosyrd in HRetroBpeet sesscsssonsee

3. Organization ¢f the Commodity Credit Corporation

CHAPTER 11 - PHUGHARS OF THE COBIODITY CREDIT
| COHPORATION
ie Price-3upport PrOgYaN .essscccsscsesasssssscasnscas
A. Purchase Agresmenif scsevecevscccsvsssare
Be Loans and Purch8B868 ..cvcensnssscssasssns
Co. The 1949 Agrieultural Ael sceesssvcsscons
8, Basic Commodities ..cessnvevsssssns

b, Designated Fonbasie Compodities ..

Ea ﬁ%&%?‘gfvﬂﬁﬁiﬁﬁﬁg SRR P ST R R R SRS R
%q %@??Zg‘??@%?ﬁﬁ R R R R e e s s

3, Coemodity Export Program sscessscsssveensossnsna

A, ﬁ%ﬁ&%ﬁ%éﬁ Haterltls ssecescsvensssssvsvns

B, The International TYheat Agreesent ceesees

Page

&8 o i

822
25
24
22
30
51



et
3

1
-

P

CEAPTER 11 - PROGRAMS OF THE COMEODITY CREDIT
)

CORPORATION {continued

Pags

4, Storege Faolillities ProgPelm scccscesscossssosssss 40

Ao Btovage BGusranties and LoanE c.cssoesces
- Bo Forelgn Purchase PrOogr8 sseesvacsossvssnssssse
&, Loen to Beeretsry ol Agricullure sceescsssssne

7. Consuper %a’@%iﬁ?g ProOgrét sevesosnsssnsnssossnn

CHAPTER iﬁz - & HEVIEY OF S0¥E BARIC PRICE-RUPPORT
CPERATIONS
1. Cotton Operations g;&iéggiﬁi&gﬁgﬁaﬁ*gﬁ*.*ﬁg*«t
Aﬁi Characteriaitics of Losn Progras ssessas
| Be ﬁiﬁ@&?g of the Cotton Maan ?@@%@amg
iﬁﬁéﬁlgﬁﬁ B RS E BTN PRI CE P ERSE B ARG E DS
2. Corn %n@raﬁiﬁﬂs BRI S LR RO S P I BRI E I PR DS O
A. Characteristics of Losn Progeel cssesse
B. History of the Corn Losn Program,
1933-1P48 susncvvescncrvnssnsssncnssone
3o Whesl Oper@tlond e.eeseescsacncsssonsescedosns
&, Uharaclterisbtiocs of Losn Progrém .ceeovss
B, History of the Wheat Losn Program,

1§§§*§%‘§§§ Y . T T I T T
{fgé?%ﬁ }'33 - %’{}?@ﬁﬁ}ﬁﬁﬁg L R R R S R A R S S R N

ﬁi%%&mﬁ A A SR RS A E R SR E RS EE SR RS EESEE RS EREREEE]

iii

42
44
45

45

55
58

&6
67

69
Bl
81

21

100



LIST OF TABLES
Table ( Page
I -~ Condition of Revolving Fund lLoans,
DEC. 31, 1933 arusvacsneresesansassnsaannanes 13

Il - 81iding Bcales of Support in the Agri-

culbtural Act of 1949 s.svvencarsevsssssssnsasn 32

III - Amount and Nature of Subsidy Payments,
Cumulative, July 1, 1941 to |
QM‘ 5(}’ lgég LR R O R I ’&?; ‘%g} é@; §G§ 5}.3 5%’ i‘}ﬁ

CHARYT

Pig., 1 - Aversge, Narginal, snd Total Revenue
for Different Size Corn ﬁrép& Rb s sankena b 524

iv



CHAPTER I
HISTORICAL BACKGROURD AND EVOLUTION

1. Introduection

Although the Commodity Credit Corporation was
organized just a little over fifteen years ago, the
causes of 1its evolution snd the problems which were to
be solved, to some extent, by 1ts emergence arocse during
the period fbliawimg the first World War. It is generally
recognized that during this perilod agriculture witnessed a
period of widespread depression,

The inecreased demasnds for food and fiber brought
about by the war resulted in high prices for asgricultural
products. The period of rising prices brought the lsrmers
exceptional prnsy&rity for the time, HRising costs lagged
behind rising prices, and large profits were mede, Land

values rmé@, and mortgage debts previously incurred became

. lJess burdensome, But in this period of prosperity was a

seed of depresgion, It overstlimulsted production, and in
sgriculture, esspecially, it has always been easier to ex-
pand than contract., The inereased credit margin tempted

many farmers to buy new farms at high prices or to expand

the existing farms which they owned, It encouraged the



breaking up of new lands, the planting of orchards and
vineysrds, the bullding up of livestock herds and flocks,
After the war, the decline in the general level of
prices wag 8 severe blow to the farmer, FPricesg deelined
faster than costs. Farm vsluesg decglined, but not nori-
gages, In addition, the decline In Burope'’s need of
imports of agriecultural products was accompanied by in-
creaged output in Canada, Argentina, and fustrsiia. The
per capits domestic consumption for many preducts which
had besn declining for several years, was Iintensified,
?h@lﬁubsﬁitutian of the sutomoblle, ths truck, and the
tractor reduced the demand for horses, a farm product,
and for horse feed, The resiriction of lmmigretion and
the higher level of incomes after the war, mede a redug-
tion in per capite use of certain staple food products
and an increased use of suger, frults, and vegetables, of
which some are produced abroad, some on truck farms near
the elty, end only part by organized agriculture. The war
demands for cotton ended, while the affects of the war
retarded the recovery of Buropsan textlle markets, and the
increased use of silk and rayon competed with cotton,
Along with these factors was the inerease in
efficieney of crop and livesitock production, This in-
creased efficlency made possible larger production per
farmer and thus tended toward overproduction and depressed

prices.



The result of sueh developments was a state of overe
production coupled with a period of low prices for agri-
eultural products -~ a period of disparity between the
prices the farmer had %o pay for the products he bought
and the prices he received for his own produchbs,

This status of the farmer soon brought pleas for
relief, Between 1980 and 1924 several important measures
affecting agriculture were passed, In 1921 the War
Pinance Corporation wass suthorized to aid in the financing
of exports of agricultural and other products. In June of
the same year the Emergency Teriff Act became law, and in
sugust the Packer and Stockyards Act, and the Grain Futures
Lot were passed, In 1922 tﬁﬁ Capper-Voletead Act end the
Tariff Act of 1922, which raised the tariff on many sgri-
cultural commodities, were passed., In 1923 the Agricul-
tural Credit Act esme into being. In 1925 the Purnell Act
became law and in 1986 ean sct providing for a division of
cooperative marketing in the United States Depariment of
hgriculture wes passed,

Important as these laws were to agriculture, they
wers mﬂt considered adequate by those who advocated surplus
and price control measures, ﬁ@gislatiaxi which was
advanced in the hope of obtaining a solution to this
problem was twice vetoed by President Coolidge during the

1. The lcWary Haugen Plang vetosd in 1927 and again
in 1928,



1920%'s, It was not unbtil 1929, wilth the passage of the
Agricultural Marketing Act, that Congress and the President
were able to agree on a plan for amellioration of the probe-
lem, This act, which created the Federal Farm Board,
stated:

That it is hereby declared to be the peliey
Of Congress to promote the effectlve merchandiz-
ing of agricultural commodities in Intersiate
snd foreign commerce, so thst the industry of
agriculture will be placed on & basis of economic
equality with other industries, and to that end
to protect, control, and steblilize the currents
of interstaltes and forelgn commerce in the market-
ing of agricultural commodities and their food
products ==

(1) by minimizing speculation;

{2) by preventing inefficient and wasteful
methods of distributiony

{3) by encoursging the organization of
producers into effective associations or
csorporations under thelr own control for
greater unlty of effort in marketing and

by promoting the sstablishment and finsncing
of a farm marketing system of producer-owned
and producer~controlled cooperstive asszo-
clations and other agencles}

{4) by aid in preveniting and conitrolling
surpluses in any agricultural commodity,
through orderly production and distribution,
go &3 to malntain advantageous domestls
markets and prevent such surpluses from
causing undue and excessive fluctuations )
or depressiong in prices for the commodity.”

1t seems apparent bthat Congress looked to the

development of a system of producer-cwned and producer-

1, Annual Report of the U, 8. Federal Farm Board,
P» 54, June 30, 1930,



controlled cooperative marketing asssociations se a
princlpal means for accomplishing the ultimate purpose of
the aot»l However, as things worked out, the stabiliza-
tion operstions undertaken by the Board overshadowed the

originel Intentilon.

2., The PFederal Farm Board

Prom itsg organization in 1982 unitil it was succeeded
in May 1933 by the Parm Credit Administration, the Federal
Farm Board made loans for the ald of sgriculture amounting
approximately to $1,150,000,000, Nearly 65 percent of
these loang were made to the grain and cotton stabilization
corporations in efforts to maintalin price levels for the
producers of thess commodities. In addition, $200,000,000
of the Board's gross loans to agricultural cooperative
associations were used asg loans for maintaining prices or
for redeeming the commodity-collateral loans of Federal

intermedinte credit banks or other banks,

1. "In the first place it must be recognized that
the development of cooperative agencies for the marketing
of farm products has been declared by law to be a natlonal

- poliey, It is likewise true that under the terms of the
EAgricultural Marketing Act the Federsl Ferm Bosrd hasg been
charged with the responsibility of leadership in the
development of such poliey." From an address by Dr, F. B.
Bomberger, Chief, Division of Cooperative Marketing,
Pederal Farm Buresu, Nov. 15, 1832,




A, Grain Operations

The Federal Farm Board, believing that the cause
Tor the low price afvwh@a% lay in the disorganized and
disorderly marketing, sought to organize s merkeling
system composed of cooperative associlations in every wheat
state with membership open to every wheat farmer,

The grower would then be &ble to deliver his wheat
a8 harvested, obbtain substantisl advances agsainst 1%, and
let the cooperstives market the crop through the year., In
order to accomplish this purpose the Board sponsored the
organization of the Farmers National Grain Corporatlion,
The Corporsation was astablished as a private corporation
organized for profit, with reglonal cooperative agssocia-
tions a&s stockholders, which In turn were composed of local
grain cooperatives, The Corporation was to recelve Govern-
ment loans but was in no sense & Government agency.

The Parmers National offered grain growers three
options: (1) A grower ecould deliver his grain and recelve
the day's prliece for 1t, the grain then becoming the
property of Farmers Hetlonaly {2) He could éeziv@r the
grain to be held and sold at the grower's order, in which
CEBG, ?armgwa Hational received & storage fee and sales
commigsion. While the grain wae held the grower could
finance himself by borrowing from the Farmers National a
percentage of the market pricey or {3) He could put his

grain into PFarmers National's seasonal pocl, receive an



advanes on 1t, and after the close of the markebing seasgon
be pald the average price recelved through the season,
less some deduction for costs of operation,.

From its very beglinning the Farm Board had been
under gtrong pressure to peg wheat prices by buying in the
market with Government funds. However, members of the
Board felt that cooperatives, nationally organized end
financed with Covermment loana, such sz Farmers National,
could hold wheat off the market for favorable prices.
This position was meintained until February 1930 when ths
Grain Stabllizetion Corporation was organized, The con-
tirmed decline of wheat prices following the stook market
crash forced upon the Board the nscegsity of Government
intervention in the market as a buyer in order to uphold
the merkelt prices and toc protect itz own loans to the
cooparatives,

The Crain Stabilizstion Corporation, wilh money
loaned from the Board, boughlt up the aceumulated wheat
stocks of Farmers National and other cooperatives and
later expanded 1tg purchasss to include all country-run
whesat,

, With the continued deecline of price the purchase
of cash wheat was discontinuved, By July, 1830, when 1t
ceaged purchasing, Grain Stabilizetlion Corporation had
spent $90,000,000 and had bought 85,000,000 bushels of
wheat, Though the Board had anncunced that no stabllize-

tion purcheasesg would be made from the 1830 crop, prices
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dropped to such 8 low that a second stablilization program
was authorized whieh continued until June 1931. This
operation sccumulated 188,000,000 bushels of whest and
sost $1869,000,000 in Government losna, Thereafter there
was no systematic buying by the Govermment to maintain

whest prices.

B, Cotton Cperations

In January 1850, under the guldance of the Farm
Board the American Cotton Cooperative Asscelatlion was
established as & central agency for markebting cotton
handled by the State coocperatives. If united fiftsen
such sssociatlons whieh were handling about 10 percent of
the entire cotton erop. '

Previous %o this Assoclation, the Board's initial
efforts at priee Tixing had been sttempted through the
ftate @3@§@?3t£?&&, to which the Board hsad uwmade advance-
ments limited to 10 percent of the gpot market value,
Later supplementary losns were made to coopersatives in
sumg sufficient to bring the total borrovwed on the cotton |
to 16 cents per pound. Losns, totaling over $18 miliien
were made through the State cooperatives and the Coopera-
tive Association in an attempt to control the 1931 crop.
The attempt, however, proved anauga&%&ful. Due to the
conbinual expansion of setivities, inexperience, stablli-

sation policiles, and a deelining cotion market, the Asgo-



giation ended the 1930-31 season with a deficit of over
$51 million. The cotton accumulated weas disposed of in
1833 to the Farm Credit Adminlstration, but even with the
higher evaluatlon at that time, the final deficit for the
1830-81 operations was over $27 million,

In the 1931-32 and 1932-33 seasons the Assoclation
eliminated gtabilization and price~{ixing activities {rom 7
its programsg but made loans on a conservative credif basis.
The seasgonal pool operations were replaced by optional and
fixation pool transactions. Individuals delivered thelr
aet%wﬁ to the State cooperatives and were pald the pre-
valling prices, The cotiton waz then delivered to the
Agsociation for sale, with profit or loss, ﬁﬁ%@rmin&é at
the end of the sesason, belng divided among the State co-
operatives on the basig of thelr pstronage., Profiits for
the two sesgons amounted to over $3 million.

In June 1§§§ the Gotton Stabllization Corporation,
with the same officers and offices as the American Cotton
Cooperative Asscelation, was organized after the initial
efforts of price fixing sttempted through the State
coopsratives and the Association had §r§va& unsuccegslul,
The Corporatlion pegged cotton prlces by purchase of spot
cotton and fubures with Covermment funds.

“The State borrowers wers unable to carry the
handling ahgrg&g or to repay the loang, amounting to over
$18 million, which had been advanced by the Assoplation.

Aocordingly, Cobton Stabilizatlion Corporation was author-



ized by the Farm Board to buy at the 16 cent price all

the cooperatives' pooled cotton and, at suthorized prices,
the futures contracts and eall cotbton whieh the Assoelatlon
neld for the State vooperatives. The Farm Board advanced

additional loans smounting to over $2 million to the State

cooperatives in order that prlor liens om the cotton and
balances still owed to growers could be pald before the
cotton was taken over by the Cotton Stebllizstion Corpora-
tion.

The Cotton Stablilizabion Corporation, as & result
of 1ts purchase from the 1930~-31 crop, escquired over 1
milliion bales of cotten, It agr@@é to keep 1lte stocks at
this level untll August 1932, unless the market price
advanced to or above the purchase price, In July 1932 and
Pebruary 1833 over halfl the 3éaak wag donated to the
American Red Cross for relisf purposes., Por this donation
the Corporation received & stabtubory cancellatlion of a
large part of its indebtedness to the revolving fund, but
the sotual loss to the fund for the Corporation's opera-

tions was over £94 million,

€. Other Opersations

"Adaitional loans wers made by the Federal Farm
Board to growers end packers of frults and ?&gaﬁablaﬁ;

wool growers, the dalry industry, livestoeck ralsers, growers




11

of tobaceo, rice and seeds, and mi%&@&lﬁﬁ@&@& conmodities,.
The largest share of the loans to fruit and vege-
table growers went to grape and raisin producers, the bulk
of which wers represented by California cooperstives,
Farm Board loans Ho wool producers weres made to but
two associations, the National Wool Marketing Corporation,
and a2 minor group of borrowsrs in Ubtah,

The loang to the dairy industry smounted to nearly

£18,800,000 and went to 37 ccoperatives in 27 states, but
three-Tourths of the total went to thres borrowers and
nearly half of the whole amount went Yo one cooperative,
Land O' Lakes Creameries, Inc. of Hinnespolis,.

Loans for the benellt of sboek ralsers were mads
through three organizations, twe of which were in effect
national cooperatives, The Natlonal Livestock Varketing
Association borrowed from the Ferm ﬁ@gfﬁ in order to re-
loan to stock ralsers for the feeding, Iinishing, and
m&f%gti&g‘@f their stoek, The National Producers' Fesder
Poel, aided by loans from the Board, purchased range
cattle for fatbtening end sold them to farmer members for
that purpose,

Loana were also made Lo the growsrs of ftobacco,
rice, and 3@@&%, Losns for these three conmodities tobtaled
over @% million, the wajority being made to tobacco growers
in Bouth Csrolina, Blue Orass seed growere in Kentucky and

ries growers in Celifornia,




Leens ob miscellaneous covmodibies wers made to

cooperatives Orange League Federation Exchange, Inc. of
Ithecss, H. %g,‘& holding company uniting numerous New

York end New Jersey %@é@%?&%i?ﬁ% in & compliseted gorporate
strusture of organizations for merkedling, processing, end
cooperstive buying; end to three minor buyers, One of the
latbter was the Caleteros de Pusric Hico, composed of a@ff@@‘
growers, and the only borrower from the Farm Board not
located in the continental United Btates. The other two
borrowers were an assoclatlon of honey producers in Ideho
and & ccoperative formed by growers of sugsr beebts in

Bichigan,

De The Farm Bosrd in Relrospect

Table I shows the financiel condition of the Board
a8 of December 1933, AL the same time it shows clearly
the ilmportance of the two melor operationg -- grain and
cobbon, in regard teo the expenditures of the Board,

Unider suthority of the lLegislative Approprietion Act,
fisoal year 1833, the President abollshed the offlices of the
mewbers of the Federsl Parm Board, execept the office of
chairmen, and chanped the name of the sgency to "Farm
Credit Administration.® The title of office of chalrman
was changsd to CGovernor of ths Ferm Credit Administration,
and In that office were vested the powers and dutles formerly

exereised by the Board, However, those functions exercised
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by the Board in respect of making loans to stebilizstion
corporations were abolished by the President's order, and
the order directed the winding up of the activities of the
stebilization corporations then in existence., Loans to
cooperatives continued teo be mede from the revolving fund,
but in sccordsnce with the provisions of the Farm Credit
Act of 19833, The Farm Credit Administration set up a
central bank for cooperatives, integrested with a system

of regional banks, with a view of making the new banking
gystem the future principal agency for extending Govern-

ment credit to agricultural cooperativesz.

Any evaluation of the activitles of the Ferm Board
will Gf»ﬂ&ﬁ%%ﬁiﬁy be controversial, The Important thing
however, ies to point out the lessons that are evident from
the Board's scltivities and the extent to which its
mistekes have proved valuable in formulating succeeding
policy with regsrd to agriculture,

It is the view of one a%a@rvar& that

the Farm Bomrd benefited farmers and others,
but not in the manner intended, The Farm
Board was Intended to benefit farmers and
others by stabilizing the prices of farm
producte, in the expectstion that leosges by
the Board In this process would be only
incidental, In actual opersation, the Board
did not stabilize prices, but benefited
larmers, Tarm cooperatives, and others by
bearing some of the losses which otherwise
those groups would have haed to bear them~

1. Bhepherd, Geoffrey 8., Agricultural Price
Controel, The Collegiate Press, Inc., 1945, Ames, lowa,
p@ » Eé’gﬁ -
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gelves. This wes a spscialized and unintended

Porm of deflicit finsnsing to conbet depressions,

before that prineiple had become incorporated

in governmenial polisoy.

Others have polnted out that too smuch critisism has
been plased upon the stabilization activitiles of the Board
and the financisl losses ineuprsd, which has “served to
divert public atiention from the veal, permanend, cone
structive work of the Hosrd in its offorts Lo promote the
development ol & farm merkeling system of producer-owned
and produgser-controlled cooperative %ﬁ%ﬁﬁiﬁ%i@mﬁsal

It should bs polinted cuty in falirness Hv the Board
end the conecept whish 1t embodies, that any success which
1t might have been able to schieve way seriously affected
by importent forses oubtaids 1ts own controel, One of
these forsces was the lsck of funds, The lack of fundse
forced the Board into & declision bo relesss, near the
bobtom of the depression, large amounts of the holdings
whieh 1% hed sccumnlated esrly in the depression. I the
Board eould have [inanced the lerge holdings of, say, its
wheat, and held them unbil the short oroep yeara of 1933-34,
1t would have come out with only @ small lose or possibly
sven & profit in its stabllizstion operations, Por Such s
severs depression as that which developed after 1929 the
balf & billion dellars granted to the Hosrd wag not

enough o stebillize prices all the wsy through,.

1. %ﬁg @i%ﬂg ﬁﬁ‘%@ 1y pe B
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Another factor was that of large ylelds, In both
cobton snd corn crops during this perlod there were years
which represented soms of the lergest crops on record up
to that time, BSBuch large crops, in a pericd of declining
demand, put an added strain upon the facilities of the
Board., The impossibility of holding up prices in the
Tece of continued production of zurpluges was realized by
the Board and resulted in its urging farmers to reducs
production, There was nc mechinery in the Act Lor bringing
about this reduciion in production however and farmers
continued to planit about the same smount ol acreage us
@&fﬁr@,

The Bosrd 1tselfl reallzed the shortcomings of its
programe and Iin its last annuel report concluded:

fuccegsful stabllization means keeping
prices from going unduly low in periods of
large supplies or poor demand. It slso meansg
keeping prices from becomling unduly high
during periods of short supplies or of in-
flation, Prices cennot be kept artificislly
high over long periods by such methods. The
experience of the past two years shows it is
futile to engage in stabilization purchaszes
for any product over & pericd of years in
the face of g econstantly sceumuleting surplus
of that product,

Stabllization involves selling as well as
buying; producers must fece this fact, Hany
people have thought "stabilization" means to
nold the price permapently higher then it
would otherwise be, This cannot be done
without control of produstion - « =

Bxperlence with stabilization thuas demon-
strates that no wmeasure for lmproving the
price of farm products other than incressing
the demand of consumers can be effective over
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& period of years unless 1% provides a wmore
definite control of production than has bsen

achieved so far,
This conclusion by the Parm Board that prices could

not be reised over a periocd of years without control of

production was ineluded in the Agriculbural Adjustment Act

-
§

of 1933 when the Secretary of Agriculbure was empowered

To provide for reduction in the acreage or
reduction in the production for market, or
both, of any basic commodity, through
agreemnents with producers or by other
voluntary methods, and to provide for
rental or benefit payments in connection
therewith or upon part of any basle agrie
cultural commodity required for domestic
congumption, in such smount &s the
Becretary deems [alr and reasonsble, to
be paid out of any moneys available for

such payments,

3. Organisgation of The Commodity Credit Corporation

Most farmers remember some of the conditions thet
led to thﬁ Tormation of the Commodity Credit Corporatlion.
In 1938, for exemple, the average price recelved by
farmers fé? hogs was $3.34 per hundredweight; for corn,
sbout 32 cents & bushel; for wheat, 38 cents a bushel;

for cotton about 6% eenits a pound., Storege facilities

were clogged with commodity s urpluses. Nortgage fore-

closures, reflecting the gensrally unhealthy condition of

agriculture, were at & very high level.

Against the backdrop of these and other sconomic

11l1ls the CCC was orgenized in 1833 to provide & definite
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price=gupport mechanism Iin the oversll farm stabilizabion
program that was being developed., From lits orpanization
in 193% to late in 1938, the CCC was managed and operated
in close affiliéﬁiﬁn with the Reconstruction ?iﬁama@ Corw=
poration., In & sense these two agencies bhed similar
funetions. The RFC was organized to bring stability to

the non-agrleultural enterprises of the Unlted Etates,
while the CCC had as its prime objective the prevention

of sgricultural collapse,

In 1939 the Corporation was transferred from the
RFC to the United Htates Depariment of Agriculture, and
its operations were placed under the supervision and
control of the Secrstary of Agrieulturs.

Program asctivities of the Corporation today are
carried out through the facilities and perscnnel of the
Department’s Production and Harketing Administration,

The various programs earried on by the Corporation are
formulated, in their details, by the appropriste branches
of PMA. The programs, once they are approved by ithe
Corporation, are adminiesbered by units of PHA,

Approval of the Commodlity Credit Corporation Charter
Act on June 29, 1948 established the ﬁﬁﬁlas an agent and
instrumentality of the United States under a permanent
Federal Charter,

The new Charter authorized the CCC to: (1) Support
the prices of Agricultural commoditlies through loans,

purcheses, payments, and other operationa; (2) make
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available materisls and facilitles rsquired in connectlon
with the production and marketing of agricultursl commodi-
ties; (3) procure spricultural commodities for sale to
other Govermmend ag&ﬁezﬁg, foreign governments, and
domestic, foreign, or internationsl relief or rehabilite-
tion sgencles, and to meet domestic requirementsj {4)re=
move and dispose of or aid in the removal or disposition
of surplus egrieultural commodities; (5) increase the
domestic consumpbtion of ﬁgrieuitavﬁl comuodities by
expanding or aiding in the expansion of domestic markets
or by developing or alding in the development of new and
additional merkets, marketing facilities, and uses for
guch commodities; (6) export or csuse to be exported, or
aid in the development of foreign markets for, agrienltural
commodities; and (7) ecarry out such other operations sas
Congress wmay specifieally authorize or @r@viﬁa for.

This Charter Act wape smended June 7, 1942 to pro-
vide aemong other things that: (1) The Corporation shall
have power to acquire peraonal property necessary to the
gonduct of its business but shall not have powsr to
acquire real property or any interest therein except thet
it may {a) rent or lease office spece for the conduct of
its business and (b)) ascquire real property of any interest
therein Tor the purpose of providing storage @dequate to
carry out effectively and efficlently any of the Corpora-
tion's programs, or of securing or discharging obligations

owing to the Corporation, provided that no refrigerated



cold=-storage Tacilities shell be construeted or purchased

except with funds aepecifically provided by Congrsss for

that purpose; (2) the Commodity Credlt Cerporation is
authorized, under terms and conditions prescribed or

approved by the Secretary of Agrleulture, to sccept

.

strategle and critlesl materiels produced sbfoad in

exchange Tor sgricultural commoditlies soguired by the

Corporation: (3) the management of the Corporation shall

be vested in 2 board of directors gubiect to ths genersl
The Secretery

B

supervision snd direction of the Secrstary.

zhall bs an ex oilicio director and shall zerve sg chaire-

man of the bosard. The board shall consist of six members

{in addition to the Seerstary of &grisu&tur@}, who shall
be appointed by the President by and with the advice and
consent of the Senate; and {4) in additlon to the board of
directors, there shall be an advisory bosrd reflecting
broad sgricultural and business experience in its member-

ghip snd conglsting of five members who shall be sppointed

by the President, and who shall serve at the pleasure of

..

the President,
In 18358, Congregs suthorized the Corporation to

issue and have outstsnding bonds, notes, debentures, and
gimilar obligetions in an smount not to excesd $500,000,000,
The borrowing power of the Corporatlon has besn Iincressed
by subseguent leglislation and today the Corporation is
suthorized to borrow £4,750,000,000 on the eredit of the

United States.



CHAPTEHR II

OF THE COMMODITY CGREDIT CORPORATION

The current operations of the Commodlity Credit
Corporation group themselves into these major types of
programa: {(a) price~support program, {b) supply program,
{¢) commodity export program, (d) storage~facilities
program, (e} foreign purchase program, and (f) losn to
the Secretary of Agriculture for agricultursl conservation
purpoges, During World Wer II, and for some time alter,
the Corporation also engaged 1n a subsidy prograu,

These varlous programs carried on by CCC have become
incressingly lmportsnt and broad in scope since the Cors
porationtsa inception in 1935, At that time CCC's main
obligations were in regsrd Lo loansg advenceed on m few
basiec commodities, During those early years the Corpora-
tion's volums of major metivities never exceeded one
billion dollars, In contrast, the financiasl regquirements
for the coming year have besn estimated to be ss high as

6,300 million é@llﬁ?ﬁﬁl

1. Becretary of Agriculture Brannan in The Wall
Street Journal, March 2, 1850,




In addition te the programs carried oub by the
Corporation, the Sscretary of Agriculture has determined
that Corporstion funds should be transferred, under the
provigions of the Aet of July 30, 1847; to the approprlation
for the eradication of fpot-and-mouth, and other contagious
digesses of animals, Procgeeds from gales of canned meat
prooured in Mexileo, under this program, snd the fundeg so
transferred are applled by the Corporation as & oredit

sgaingt the transfers made,

1. ?hﬁ Price~Support Frogram

0f the siz types of programe novw csrried on by the
Corporation, the price-gupport program is probably the best
known and most controversial,

The purpose of such & progream ag this is to plsce a
floor under the price of agriculiural commodities by
asguring the farmer & winimum price for the products he
sells, This program has been accomplished mostly through
lcans, purchases, and purchese agreements,.

In carrying out its price-support program the
Corporation utilizes normal trade facilities to the fullest
practicable extent., Thus, when loans are made to farmers
GCC meakes uge of local banks, cooperstives, and other
private lending agencles by entering intc contraects, under
which CCC agrees to take over loans from these agencies

méde in accordance with its programs, In addition the
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Corporation enters into contracte with processors and
dealers under which they buy, through normal trade chane
nels, agrioultural comwodities at suppert pricesz for the
acsount of the Corporation or for bhelir own sceount, In
the latter event the Corpopration agrees with such

vocasaors and dealsars bto sake over thelr inventories of

sueh agricultural commodities, or otherwise glives then

protectlon against loss arising ocut of the purchese of

commodities &t the support priees,

&y Puprehaseo Azresmants

The purehass sgroenmsnts weres pub into effesot with
the 1847 crop operations snd were offersd to the producers
of greins, ineluding rice, seeds, peas, and beans,

These agreemenits permit producers {o secure pricee
support gusrentisg without the necessity of taking out &
lvan, In those cames vhere the producer has no imvedlate
requirement for funds, but wishes to sssure himself of &
buyer, namely ithe Joverrment, he instltutes s purchase
egreament with the Corporation, These sgresments are
available during the same perisd that the losns ave gvail~

able but the producer must declare his intention to

~deliver his commodity under the agreement, within the 30

day period preceding the losn maturity date,
The Corporation is not obligated to purchase wmore
than the producer specifies &s the maximum gquantity

eligible for support when he executes the purchsse agree-
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The price paild for the commodity delivered to CCC

under these agreements is the applicable loan valus or

the established support price.

B, Loansg and Purchases

The loan pert of the price-gupport program has been
in effect since the Corporation was organiged. In the
early 1930's, the loane were used primarlly te smooth out
fluctuations in markelt supplles ra%uktimg from {luctuations
in ylelds caused by changes In the weather, Thig use of
the loans embodied the ldea of an ever-normal granary.l
%hs loans were also used to sbtabllize prices against
changes in demand, end in the late 1830's, the losns were
put to aAthirﬁ uge == the raising of prices over a period
of years,

The majority of the loang offered to producers are

"nonrecourse.” That is to say, producers are not obligated

to make good any less incurred through & decline in the

1. "By the ever-normal granary I mean a definite
system whereby supplies following years of drought or other
great calamity would be large enough to take eare of the
congumer, but under which the farmer would not be unduly
penalized in years of favorable weather, During the past
geven years, westher, prlces, and supplies have swung so
viai@ntly from one extreme to the other that it is time for
all thoughtful men and women, whether living on the farm or
in town, to eﬁnsiﬁe what action may be tsken to prowmote
graatar stability.” The Secretary ol Agriculture in The

%gg%ﬁ&ral S8ituation, BAE, USDA, Vol., 20, No. 1, January
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market price of the commodity put up as collsteral. For
example, & producer who obtains a loan on his wheat at
the support yriaabﬁf say, £2 per bushel, is not obligated
to pay off his loan at the $2 rate, even though the
market price of wheat at the time the loan mabtures is
only $1.20, Instead, the producer delivers the wheat to
CCC and discharges his obligation in full.

In the case of many commodities location, type or
variety, and sometimes gessonsl differentials are taken
into aeccount in the establishment of the loan rate.
Location differentisls reflest historical differences
that have prevalled and are likely to prevail in price
levels between producing areas, as well as adjustments in
the freight rate structure., Az in the case of locatlion
differentials, type or variety ﬁiffaﬁ%a%i&ls are sstabw
lished if type or variety has been & factor making for
aignifiean%yéiff&r&naﬁﬁ in the price at which the commodity
is marketed,

In the early years of the loan program the loan
rates were set chiefly at the discretion of the adminige
tratorg of the CCC., However, with the passage of the
Agricultural Adjustment Aot of 1938 these loans rates
were regquired to be get within certain @@ra@atagé ranges
of parity. The parity price was computed on the basis of
the Agrieultural Adjustment Act of 1833, by multiplying
the average priece in the base period {(usually 1909-14) by
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the current index of the prices of goods and services that
farmers buy, The law specified the range of 52 to 75 per-
cent of parity within which the loan rates had to be set
for wheat, cobtton, and corn., Por wheat and cotton the
pates could vary anywhere within these 1limits but the rate
for corn varied inversely with the sigze of crop sccording
to 8 formula in the Act, This formula directed the Core
poration to "make available loans upon eorn during any
marketing year beginning in the calendar year in which the
November orop estlimate for corn is in excess of & normal
yoar's domestic consumption and exports, or in any market-
ing year when on November 15 the farm price of corn is
below 78 per cenbum of the parity price, at the following
vatag:
Seventy-Tive per centum of such parity price
if such estimate does not exceed a normal
yearts consumption and exports end the farm
price of corn is bslow 75 per cenbtum of the
parity price on November 153
Beventy per cenbum of such parity price if
such sstimate exceeds s normal year's domestie
consumption and exporits by not more than 10
per cenbtum} ‘
Bixty~Live per centum of such parity price
if such estimate exceeds a normal year's
domsstle consumpbion and exports by more than
10 per cgeribum and not more than 15 per cenbtumg
Sixty per cenbum of such parity pries i such
eatimate sxceeds a normal year's domestie
consunption and exports by more than 15 per
centun and not more than 20 psr eentum}
Pifty-rfive per centum of such parity price

if such estimate exceeds a normal year's
domesgtie consumpbion and exports by more than
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20 per centum and not more than 25 per cenbum;

Pifty~two per centum of such parity price 1r
sueh estimate exceeds 8 normal year's domestie
congumption and exports by more than 25 per
ganbun,

; For the years 1938 and 1839 the loan rate for corn
was 70, while for iﬁ@ 1940 erop the rate wasz ssbt at 75
?er gent of parity.

. The loan rates for wheat for the sams three years
{1938-40) wers set at 52, 85, and 87 pervent of parity,
respectively. The loan rates for cobton for these years
were get at 52 and BE percent of parity.

, With the passage of Public Lew 74 in 1941, Congress
took the determinatlon of the loan rates out of the CCCtls
hands and directed CCC to make avalilable upon the 1941
exrop of the "hagie” commodities -~ cobion, corn, tobacco,
wheat, and rice -- loans at a single percentage figure,

85 percent of parity. The previous sﬂhﬁﬁa}e for corn
rates, based on th@ size of the crop, was abollshed,

’ On July 1, 1941 the Steagsall Awmendment wag pasgsed
?béﬁhy@xi&m&&é price support operations to non-basle
productes, under certain cenditions, The Secretary of
Agrieulture was suthorized to support the price of non-

basic commoditles through commodity loans, purchases or

1. United Btater Laws, Statutes, etc., 1938, The
Agriculturel Adjustment Act of 1938, Seventy-fifth
Congress, Third session, (U. %, Statutes at Larpgs,
B2131-77}.
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’ﬂtk&r operations at not less than 85 percant of parity
whenever he found 1%t necessary to aﬂagmraga the expansion
of production of any asuch commodities., The primery
purpose of these price floors was to stimulate an increamse
in the production of certain deaired products by
guaranteeing the farmer a high price for them,

ﬁﬁ%@?ﬁr; in the latter part of 1948, the emphasls
was shiftsd to the support of farm prices or at lsast to
ﬁﬁg'raﬁa@%iﬂm of their decline after the wayr, In Ocbober,
1942, Publie Law 729 was pazsed, which raised the level of
gupport for the producits specified to 90 percent of parity.
This lesvel of support for the designated commodities was to
csontinue "until the expiration of the two-year perilod
begimming with the firast day of January immediately follow=-
ing the date upon which the President by proclamation or
the Congress by g&ﬁeﬁf@&mﬁ resolution declares thath
hostilitles in the prﬁsgnﬁ<war_ha?@ terminated,” |

This wartime legislatlion expired December 31, 1948
with respect to the "Steagall Commodities™ and with the
1248 erope of the basle commodities., However, the Agri-
cultural Aet of 1948 extended warzim% price-support l@giﬁ~
lation, with certain modifications, through the calendar
y&arllﬁég with respect to Steagell commodities snd to |
June 30, 1950, with respect te beslic commoedities.
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€. The 1949 Agriculbural Act

Before the Agrieultural Aect of 1948 eame Into
effect, the Congress passad another act -- the Agrleultural
Aet of 1949, which 18 to supersede the 1948 Aeot. This new
act makes prisce support mandabtory for the "basice" com=
modities -- corn, cotton, wheat, rilee, tobameeo, and
p@aﬁutﬁ -« and for sertain nonbasic commodities -~ wool,
mohair, tung nuts, honey, Irish potatoes, milk, butterfat,
and the products of milk and butterfat, Price asupport is
permissive Tor other nonbaeic commoditles at the dliseretion
off the Becretary of fgrieulturs, The new leglslation be-
dﬁm%ﬁ affgaﬁiv&, with respect to price-mupport operations
for ecrops, the marketing yeer or season om or after January
1, 1950,

The price supporit progream 1s generally divided into
three major ecategories: (1) %&ﬂéﬁ%@yy loans on bagie
commodities; (2) Mandatory price support through loans,
purchages, or @%ﬁ@r operations Tor the so-called "Steagall
Commoditieg;® amé {(8) Price support operations with respect
to agriculiursl ﬁﬁmmwéiﬁiﬁﬁ other then thoge previously
m&atiam&é, such ag operations with respect to wool, naval
stores, sugar beels, sugar cane and & number of other

agricultural commoditiss,
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a8, Basie Commodities

 In regard to the “hagic® commodities the support
price, under the new act, will be based on parity prices
caloulated by the "old” or "new” formula, which tskes
into econsideration prices veceived by Tarmers during the
most recent 10 calendar yesrs or the most recent 10
marketing ssasons, ineluding wartime subsidy payments
raceived by producers on milk, bubterfat, beel cattle,
sheep, and lambs under programs to maintain price cellings
astablisghed by the Offies of Price Adminisiration., With
ragpect to prices pald, the formula makes allowance for
wages Tarmers pay hired labor, The parity prices, as
caloulated by the new formulas, are not allowed to drop
more than § percent per year below what they would have
been asn computed with the old formula - prices thus
sealed down being designated as "transitional parity
prices,”

For the basic commodities the support level will
vary from 80 to 80 pereent of parity depending upon
whether warketing quotas have been voted by the producers
end 1f sersage sllotments are in effect, In 1952 and
after the support level will be based on & geries of
gliding secales whiech fix the minimum level of support
between 78 and 90 peresnt of parity in scgcordance with
the relationship between the total supply snd the normal

supply of the commedity at the beginning of a marketing
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- g1iding Scales of Support in the Agrieultural Aet of i@é%z

' ; If the supply percentage as of the
The support level'! beginfing of the marketing yesr is --

shall not be less e
igzn the follow- 'Tor tobaceo, corm, ' for cotton and

ing ?ﬁygﬁﬂ?ﬁ%@@ wheat and ricex peanuis

§§5§2@ parity * pver ‘but noit over? over bput not over
g0 e 102 N 108
89 102 104 108 110
88 104 106 110 1ig
a7 - 108 108 112 114
as 108 110 114 1186
85 110 iig 1ié 118
84 1ie 114 118 120
a3 il4 118 120 igg
8g 116 1li8 iz2 124
g1 118 120 124 125
80 120 122 128 126
T ige 124 126 127
78 124 128 127 128
77 126 128 128 129
76 128 130 129 130
75 130 P 150 e

# and undesignated non-baslc commodities.

1. Source: Digest of the Agriculbural Act of 1949,
PHA, U. 8. Dept. of Agrieculturs.
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ties are being supported; {(3) the avallsbillty of funds}
ié} the perisghability of the commoditys (5) the importance
'af the commodity fo agriculture and the natlonal economy;
’{53 the ability to dispose of stocks scguired through a

price-support operationg {7) the need for offsetiing



gemporary losses of export markets; and (8) the ability
and willingness of producers to keep supplles in line

with demand,

2. Supply Progrem

With the passage of the Lend-Lesse Aet in Mareh
1941, the Department of Agriculture was givent he emergency
assigrment of procuring large quantities of food and other
sgriculturgl commodities for war purposes,

Operations under this program were expasnded to in-
elude procurement for the Allies, the Armed Forces, and
the Territories of the United fStmtes, sfter our entry into
the war in December, 1941, In the postewar period, the
Commod ity Credit Jorporation has conbtinued prosurement
operations to facilitate distribution or to meet antliel-
pated requirements during periods of short supply.

The procurement operations of the OC0 under its
supply program fall into four mein cabtegories: (1) Pro-
eurement for other Covermment agencles, mainly the Economle
Cooperation Administration, snd for the Depsrtment of the
Armyy (2) Procurement for foreign govermments; (3) Procure-
ment for international reliel organizations such as the
Internationel Children's Emergency Fund und the Hed Cross;
and (4) Procurement or aiding in procurement of supplies
snd facilities needed by farmers in connection with the

preduction, handling, snd marketing of apgricultural
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commodities,

The supply program is dspendsnt to s large degree
upon the sxport allotment guotas sstablished by the
Goverrment., Under the allotment proeedure the Government
detvermines toltsl export guotes snd dirscis the exporits to
spaeifle destinations, The fﬁgairam%mﬁﬁ of importing
nations eand supplies of exporting nations ars analyzed by
the International Emergency Food Committee (IEFC) end
form the basis for the recommendations concerning distri-
bution of avellable exporteble supplies to the member
counbries of ithe commiittes.

ﬁ@a@mm@ﬁé%%iémﬁ, based on the iﬁf@?ﬁa%iﬁﬁ obtained
from the IEPFC, are prepared by interagency commitiees
composed of representatives of the Depsriment of Agricule
ture, Department of Commerce, Department of the Army, end
the BCA, and submitted te the Secretary of Commerce for
approval. If %ﬁé gllocations are spproved, the Depariment
of Commerce ligsues export licenses against the allocaltions,
This method agsumes the dlisgiribubion of exports in accord
with the allocations.

There are some agrlcultural commodities which are
not allotted snd may be shipped without llicense in any
quantity to any destination, Many of the agricultural
eommoGities, however, not under allocsation are subjedt to
export econtrol by the office of Intermatlonal Trade of the
Deparitment of Commerce, The degree of this controel depends

largely upon the individusl commodity and the proposed
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ﬁ%&ﬁia&%ﬁ@%;

The prosurement of both allocabed and non-sllocated
commoditise for {oreipn supply purpeses is handled elther
by the commercisl export trade or the Jovernmenit, doverns-
ment procursment 18 bandled by elther of LwWo 8zoncled w-
the Commodity Uredlit Corporation or the Deperiment of the
Aymy, The 00T, with the cooperatiopn of the Produstion
and Markebing Administration, also hendles shipping and
agorage functions from inbterior pointg to sesports and
agsists in erranging ccean transportation in & few insbances,

in sarrying on ivs supply progran 3&% gustaing no
net lossse, ALl of the operations in the program are on &
gash-and-carry bagls, ¥hen commoditles are purohssed for
foreign govermments,; the Torsign governments deposit funds
in advanee bto lnsure payment, When thes C0C buys for the
Deparbuwent of the Avmy or the HCA, those agsnties re-
imburse 000 shrough & trengfer of funds,

The fundawental purpose of the programw ls 1o neeb
urgent requlrsments from abvroad for food and other agrie-
gultural commodities -- not Lo aupport prices, However,
the purchase of iﬁfgﬁbﬁmﬁﬁ%iﬁi%$ of sgrioultural conmodiities
dess affect prices, Conseguently, operatlions undsr the
supply progreém are tied in sz closely 22 possible with the
price prograss, Kany of the conmedities scgulred undep
the price supporit proprewm are channsled inte forelign
wargets under the supply program of the Corporatlon,

There ars other ways in which the supply and price«
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support programs are Iinterwoven, In some instesnces, when
requirements of & certain commodity for the supply program
are known, 1t is poszsible to make the necegsary purchases
during the sesson of heavy production, when prices are
usually low, This conserves funds and st the same tinme
the purchases for gupply may malkte purchases for price
gupport unnecessary, This pelicy has been used to ade
vantage in the paet few years In relation to American
cheege, dried milk, and drled egps.

It has also been the policy of Government agencles
administering forelgn-reliel programs bo purehase more of
the commodities that are abundant and low in cost and less
of those that are in short supply and high in cost. Bueh
a policy alds the overall agriculturael programs and st the
game time allows foreign countries to stretoh their food

dollars mora,

&, Commodity Export Progran

The CCC, under 1ts export program, can export or
ald in the developmenit of export markets for agrisultural
commodities and producte.

The purpose of the progran iﬁ'ﬁ§ retain and expend
the existing foreign markets for agricultursl products
produced in the United States. At the same time emphrals
ig placed upon the disposal of sgricultural products whieh

are in exeedgs of domsatic demand, Disposal of such conme
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modities is nade 8% competibive world priges, which are
usually below domestie market prices,

Frior to the Surplus Property Aot of 1844, the
Corporation's abiliiy Yo engage In sxport opersations was
subatantially limited by the staiutsry prohibition spainet
sale of ferx sowmodliiss below pariity or 8 cowparable
price, However, with the paseage of this #ecb, the Corpors-
tion was authorized Lo dispose of sny ferm comwodity,
provided that %aﬁh gommodity was nod in short supply or
that ite dispoesition would not sreate 8 shord supply, &b

sompetitive world pricss,

e Birategle Faborials

#ith the passage of Public Lew 85 on June 7, 1948
the CCC was authoriged to sonept strategio and eritical
meberials produced abroad in exchange for sgriculitural
comeodities which 1% had acqgulired, Under this prograsm the
Corporation plang %o sxohange these commodities for
materials needad by the Hunitions Board ¢f the ¥Wationsld
Militery Bstebllshument.

The scguisition of these strasteglc and eritical
materials is besed on the sssumption thet the value
established by the Sscrstary of the Treasury for sueh
meterials will be equal to the Corporation's invesiment
in the agricultursl commoditles traded, However, if the

Zecretary of the Tresssury sets & lower value then that
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ropresented by the Cerporation's Investment in its agri-
culbural commodltiss, the Corporation will sustain a loss

o sueh aoebivitis @#3

By The Internstional Vhest Agrsement

Another recent development under the Corporationts
commod ity export program came sbout as & resuli of the
International Wheat Agreement, which was spproved by the
United States on June 13, 1949,

Plans dealing with International wheat surpluses
have been proposed and discusssd in international meeiings
for & number of yesars., The Tirst International Wheat
Agreement was signed by delegstes from twenty-two nations
in 1933, The purpose of the Agreement was to "bring about
gn adjustment of production so as to allow of the ligulidge
tion of existiing surplue stocks within & pericd of two
years

The new Agreement has &g its purpose ths sssurancs

of supplies of wheat to importing countriss and markests

1. From The Well Btreet Journal, Warch 4, 1950,
"Ralph Trigg, president of the Commodity Credit Corp.,
reported to Congress that the Administration's program to
barter U, 2, farm surpiuses lor strateglie materials abrosad
hag been insffective so Ter,

« = = 'The bilg difficulty is this," ¥r. Trigg told the
gub-committse, 'We find thet any commodity that this
country wants for siretegic or c¢ritical materisls, we are
willing to go out and psy dollars for it, and that preszents
& problem insofar sz these other countries are congerned
when they are anxious bto get dollars.!
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for wheat to exporting eountriss at equitable and stable
pricesg.

; Importing countries that have approved the Agree«
m@@% are sligible to purchase approxlmately 168 million
bushels of whest and whest flour equivalent produced in
the United States at specified prices, The wheat and
wheat flour may be scld by the COC or by commercial ex-
portersg, ‘

Undsr this program there are two types of amctivities
which the Corporation is able to pursue:

{1) The sale of wheat which has been aogquired under
the price support program and wheat and wheat flour scge
guired under the supply program which the Corporation
determines to be eligible for recording against the
guaranteed quantlities of the U, 8, Government and the
fwmporting countries undsr the International Wheat Agree~
ment, These sales are made &t pricesz nobt in exceas of
the maximum squivalent price provided in the Agreement,
The gales prices may be determined at the time of sale
and in advange of the date of ghipment and may includs
carrying charges and marketing costsj

{2) The Corporation is suthoriged to make payments
to commercial exporters of domeantle wheat and wheat flour
processed in the United States for sale to participating
countries, provided that such sales have been ruled
eligible for entry in the records of the Wheat Council

as sales against the guaranteed gquantitlez of this scountry.
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Paymenis are to be made on the basis of published
announcements of the rate for ths peried of ssle., These
rates will be determined on the basgis of the relationahip
between current domesitls markst priges and current prices
aquivalent to the International Whaat Agreement basie
maximum price of $1.80 per bushel for No, 1 Manitoba
Horthern wheat delivered at Fort William and Port Arshur,
The Intsrnational Wheat Agreement Act of 1948
authorizes the CCC to use its general borrowing subthority
to pay the current obllgations of these sctivitles, with
the understanding that a request to the Congress lor re-
imbursement of any losscr sustained undsr the program can

be made by the Corporation,

4, Storage Facillities FProgram

8torage operations have besen carried on by CCC
since 1983P when grain bing were first acquired. These
operations have been conducted as an Integral part of the
orice support program in the pasbt, buil because of the ln-
ereaaling Ilmportance and magnitude of these agaya@ieﬁa,
they are to be classiflied as a separate program ss of
July 1, 1850,

The objeetives of this program ars {1) to provids
adeguate storage Taclilitlss for CCC-owned and producer-
owned commoditiesy {(2) %o assist producers in financing

the sonstructlon or purchase of sulfable farm=-gtorage
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facilitiesy (3) to @msﬁﬁ@ag@ the construction of nseded
commercial storsge facilitiesy and (4} to assist producers
in Pinancing the purchass of sultable mechaniesl driers %o
facilitate safe farm storage.

In order to provide storage for corn of ths 1808.39
erop to be delivered bto Commodlty Credit Corporation in
gatisfaction of loana, the Corporation purchased in 19239
end 1240 a tobal of 82,989 stesl grain bins to be used in
the corn belt States,., FPor that part of the wheat srop of
1240-41 to be delivered to CCC in satlsfaction of iﬁﬁﬁﬁvaﬁé
for the storage of feed whest, 000 purchssed 78,437 wooden
grain blns to be used In the principal wheat-producing
Stetes. Az the btotal carry-over of gralin dscreased during
the war years, the need for these structures decreased and
the Corporation sold sborage binsg, many of which were
purchased by producers for use in storing commodities on
the farm,

The continued increase in agrieculiural production
during the war years was nol accompanied by comparabls
increages in commerclal storage, and because the Pederal
charter initlally granted %o 0C0 placed restristions upon
the Corporation, its storage lacillities were not sxpanded
either, Under these circumstances, adequate sbtorage for
inereaped stoocks was not available when the record 1948
sropg were harvested, In many Inebtancesz producers had to
sell their commodities at less than the support level

because of the Inablility to obtain sdeguate storags,



42

With the passage of Public Law 85, Blghty-first

&

3

Congresas, many of the earlier restrictions in resgard to
storage Taollitles were removed., The Corporation, under
the new law, wag authorizsd to aequire additional storage
facilities, and in order to encourage the storage of grains
orn the farm, allowed to make sbtorage Tacllity losns teo
farmerg,.

Under itz gtorage facilities program, CUC may
{1} purchase and maintain granaries and equipment for care
and storage of Commodity Credit Corporation owned or cone
trolled wheat: (2) make loans for the construstion or

gxpansion of farm storspe Pacilities; (3) provide storage

2

uae guarantles to encourage the construction of commercisl
storage facilities; and {4) undertake othsr operations
which 1t deems necessary to provide storage adequate %o
carry out effectively 1ts other programs,

The bins and granarissz bought by the Corporation
are purchased on an offer-and-scoceptance basis and are
loeated @niy in areas where i% lg determined that existing

privately-owned a2torage facilities are not adequate,

A, Btorage Ouaranties and Losns

Loans for construction or expanslon of farm storage
facllities are recourse loans mads to producers, either
through lending agencies or by the Corporation. Those

loans are for 2 maximum period of about Pive yearg, paysble
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in sgual annual principal payments, with interest at 4

f

percent on the unpaild balsnce, Thse maximum smount to be

%z

loaned on any new farm-storage fscllity is 45 cenis per
bushel of capacity,; provided that this maximm amound
d@@é not exceed €35 percent of the cost incurred, The
loans are secured by wmortgages on the facilities built.

Btorage use guaranties are made under agresments
with éﬁﬁm%rﬁiﬁi Tirme, Iincluding cooperatives, in order
to encourage the construction of additional commercial
shorage Ffacillities for grain In szreas whers additional
facilities sre necesgary. Under Sthis operation, the
Corporation guarantees the use of 75 percent of lthe new
storage capacity for & perilod of three ysars in completely
new storages strueturesg, and Tor & pericd of @%@ years in
new additions te existing storage sirucbures. DStorage
ocoupancy agreements proviis that V5 pergent of the
storage capacity be reserved for grain which may be
tendered by the Corporation or by farmers for sterasge for
thelr account, The rates in effect under the Uniform
Grain Storage Agreement are to be pald for grein stored
in these facllitles by the Corporation,

The law requires that CCU conduct 1ts storage
Pacilities program subject to the following restrictions:
(1) Fo interesst lsg scqguired in resl property in opder to
provide storage Tecilities unlegs it is debtermined that
existing privately owned facillities for the storage of

the commodity In the ares concerned are not adeguate) and
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{(2) to the maximum extent practicable, the Corporation

St

]
i
=

%
B

tilizes the customery channels and arrangements of trade

and commerce in the warebousing of iits commodities.

&, Porelgn Purchase Program

Under ite foreign purchsss progrem, the Commodity
Credit Corporstion mekes purchases of agricultural
commodities and products abroad which are needed to meet
both forelgn and domestle regulrements. This progrem was
instigated in April, 1948, when the President of the
United States suthorized "the use by the GCC of any of
its funds for the purpose of careying out projects in-
volving the ascquisition, handling and disposition of
agricultural commodities produced in forelgn countries
friendly to the U, 8,7

n Mey 16, 1942, the Board of EZconomic Warfare,
which had general Jurisdiction over foreign economic
matters, dﬁﬁigﬁ%%gﬁ @h@lﬁemm@éity Credit Corporatien,
with certsin exceptlions, or the &aié and axclusive sgency
for the purchase of agricultural commodities in foreign
countries, This forelgn purchase program, with the exe
ception of the @a?ﬁhﬁsﬁﬁvaf,swgar in Cuba and purchases
of commodities in Canada, was transferred to the Forelgn
Economle Administration in 1948, The program was returned
£o the Department of Agrisuliures in 19435,

The purchases, under the program, have consisted
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largely of ecommoditiss in short supply, notably fats and
0ils, cogoa beansg, long-staple cotion, proitsin meals, tea

and rio

&

&

8, Loan to the Seeretary of Agrieulbture

The Agricultural Adjustment Act ol 1838, as amended,
requires thait the Commodity Credil ﬁ@yyara%iﬁﬁ‘lﬁﬂé an
emount not to exceed $50,000,000 to the Secretary of Agrie
culture esch yoar. The exact amount of the loan ls besed
en the estimates of the Beeretary of Agriculture ssz to the
gmount nscegsary to make sdvances to producers under the
Sol1l Conservaetion snd Domestle Allcotment Act. The principal
use of thess loang 1s the purchease of counservabtlion materials
during the period from Janusry 1 te June 30 of each year.

These advances to Liwe Secretary of Agriculture are
repald during the susceeding Tiscal year from funds appro-
priated by @a;g?%ﬁs, with interest at a rate determined by
the Heoretary, but not less than the cost of the money to
the Corporation.

Though thess loans are consldered ag a separate
program carrled on by the Corporatlon, in essence they are

not a major asetivity of the CCC.

7« Consumer Subsidy Programs

The consumer subsidy programs carried out by the
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Commodity CUredit Corporation were terminated on CUctober 31,
1947, when price ceilings on sugser were removed. These
programs were pubt into operation in 1941 end inecluded pay-
ments by the ﬁ@%ﬁ@r%tiﬁﬁ to producers of wilk and dairy
produsts, grains, fruits and vegetables, cllseeds and
their products, sugar, livestock production and mest, and
others,

The purposge of the program wag to maintain price
cellinge established by the Offlce of Price Administration
by payments on farm commodities, or purchage of farm com-
modities for resale at & loss. These programe enabled the
CCC to provide farmers, directly or indirsctly, with the
additional returns necessary for & high level of production.

The nature of each subsldy pald and the total amount

gpent for the individunal commodities 1z glven in Table III,
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Amount and Habture of Subsidy Pawmments, Cumuletbtive, July 1, 1841
3 Jm 2 s g 4

Table

11 = Continued

to June 30, 1948

: Bxpenditures

¥
Commodity July é; 1941 Kature of Subsidy
$ ’ ¥
June 30, 1948
'ﬁallaﬁﬁ
Baverages: ‘
Coffeae T 4217, 588 Payment of execess szhipping nosts bto
, lmporters over OPA celiling prices.
Cogor 101,939 Paymesnt of excess shipping costs Lo
, importers over OPA pelling prices.
Total DEVETEEEE sessen T 518,407
¥iscellasnsous: ,

Hay for dairymen 25,498,942 To pay cooperatives excess costs over sale
prices under a program to move hay for
dalry herd lseding bto drought stricken
BTEES .

Phosphate fertilizer 88,344 Payments to Agrlcultural Adjusiment Ade-
minigtretion for purchase snd transportse-
tion costs in excess of ssles price.

Total miscellansous .. 2,588,286

GBAND TOTAL 2,104 ,198,301

Source: Price Proprams of the United States

Wiscellianeous Publication 686, PhA,

Department of égriﬁuitﬁra 1949,
ve

DA,

&5



CHAPTER III
A REVIEW OF SOME BASIC PRICE-SUPPCRT OPERATIORS

As polnted out previously, the most lmportant
sctivities ecarried on by the Commodity Credit Corporation
at the present time sre those sctivitles sssoccieted with
ite price=support operations. This program has developed
from the coriginel small-scale operation, lnvelving only &
few 36&%@&1%3%3; to the billion deollar, mulilecommodlity
activity of today,

Because of the growling importance of this phase of
the Corporation’s activities, some insight into the
development of the program is necesssry. Three commoditles
s a@t$@ﬁ, corn, &nd whseat, have been chosen, not
necessarily becauss they are entirely representative, but
because they are "basic® commodities upon which the program
was originally conceived. 1In addition, these commodities
represent the largest proporticn of the price-support
loena made by the Corporation., Other commodlties could
have besn chosen, such as potatoes or eggs, bulbt these
programs are recent introductiong and do not show trubthe

fully the original concepts of price-support operations,
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The three commodities coversed have ons obvious trend
in common, Since the passage of the Agriculiurel Adjust-
ment Act of 1958, there hasg been & conbinued increase in
the loan rates offered for the respective comuodities.

This rising trend has been brought about through succesgive
Congressional leglslation in regard teo mendabory support
levels, and because such loan rates are determined on a
"parity” basis., At the same time there has been & corres-
p@mﬁing rige in the market §?§GQ§V%X¢3ﬁ§iﬁg the 1948
season, for the three commodities,

However, there hes been no slgnificant trend or
evidence of regularity in either the guantity of the come
modlties placed under loan by producers, or the amount
scguired by the Corperation during this pericd, There has
besn an increasing use, though, of locatlon, and quality
and grade differentiels in the determinatlion of loan rates,
thus making the losns availeble to more producers. Aleng
this game line, the loan program has been expsnded to

inelude farm-storage as well as warehouse-storage loans,

1. Cotton Operations

Durding the period 1935 to Hareh 31, 1849 the Com=
modlty Credit Corporation meds loans on 26,86 million bales
of cotten, almost 20 pevcent of the total cotton preoduced

during these years in the United States, 0Of the cotton
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pledged for loans 22,7 million bales wsre redesmed by the
borreower and 9.6 bales were sither acquired by the Core
poration, or pooled for the account of producers, Under
the pooling plan, settlement with producers is made alter
&ll costa %o the Corporation havs been deducted, including
loan advances, interest and other charges., Thesge payments
are in proportion to the amount of eotton each producer
had in the poel, The remaining 4,3 million bales repre-
sent loans made on 1948 cotton which were outstanding as
of March 31, 1%@@a’

To Mareh 31, 1848, the Commedity (redit Corporation
heg recorded & gross profit of Bi6.4 million dollars on
cotton operations, This figure lncludes proflt on cobton

gold for the sccount of produgers, so that alfter deducting

<t

he producers' egulity ineluded {16,86 wmillion dollars) =
net profit to the Corporation of 198,8 million dollsars

rameing,

A, Characteristics of Loan Program

Cotton losne ere made to eligible producers through
approved iﬁﬂﬁimg agencles, through producers! cooperative
associations, or dlreetly by the Cpmmodity Credlt Corpora-
tion. 4 condition of sliglbility for losns has been
participetion in the screage adjustment and soll conssrvas

tion programs of the Department of Agriculture in those
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years when such programs were in elfect,.

Cotton loans are mede on & non-recourss basis, that
is where loans are not repaid, the Corporation musi look
solely To the collateral for seatislactlion of the loan.

These loans are secured by the pledge of negotisble ware-
house regeipts for cobton stored in approved warshousas,
although in 1948 and later years & small number of loans
have been made on larmestored cobtton secured by chatbtel
morLEaEe,

Prior to the enactment of the Agricultural Adjust-
mant Act of 1838; the Corporation made loans under its
charter powers, Loan rates weres administratively deter-
mined during this period and ranged from 53 Lo 78 percent
of parity. Section 3082 of the Agricultural Adjustment
ket of 1938 m&éé loana mandalory, under certain specified
conditions,; at rates ?ﬂﬁgiﬁg from B2 to 75 percent of
parity. Under later legislation, the level of loan rates
has been increased to as high as 986 percent eof parity in
1944, The Agricultural Act of 1849 provides faﬁ price

support on 1950 crop cotton at BO percent of parity.

B, History of the Cotton Loan Program

1953
Under the authority of the Charter of the CC,

leang were avallaeble to cooperabting producsrs at a [ixed
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rate of 104 per pound for cotton grading low middling or
betbter and having a staple length of 7/8 inech or betier,
This loan rate was eguivalent to 69 percent of parity.
There were 1,986,000 bales of cotbon pledged under
this program, represenbting spproximetely 18 percent of the
total produetion for the yeapr, and having & loan value of
§99,498,000, All of these loans were repald or converisd

into 1934 loans,

1934

The loan rate set for the 1834 c¢rop was higher than
in the previous year, beling lﬁﬁ per pound, or the sguiva-
lent of 76 percent of parity.

Approximetely 49 percent of the production of
sobtton during this crop yesr,; or 4,638,000 bales, was
pledged for loans with 2 value of $232,644,000,

On April 4, 1836, CCC offered producers a progranm
whereby they could redeem losn cotton &t epprozimately
%/4¢ per pound less then loan value, Further releases
were made in 1837 and in botal over 2 milllon bales af
1854 cobton were released with & logg %o ths Corporation
of over $14,000,000, Redemptions were later made on some
of the remaining cotton but the Corporation still maine
teined about 1% wmillion bales of the 1934 cotton, whiéh

it placed in invenbtory status in August 1939,
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The loan rate for this crop was lower than the 1934
rate, being 10¢ per pound, Since the market price of
cotton during the mavketing season lor this crop was cone-
gid bly bigher than the loan rate, very little cotion
entered the program., Only 115,000 bales, or 1 percent of
the crop produced that year, were pledged for logns, all

of which were repsalid,

loan was offered on 19386 crop cotihon becauss of
the contipuing bigh warket prices. The average wmarket
priee during the season for middling 15/16 inch cotton was

13,85 cents per pound, higher than eny ysar since 19289,

With a record crop of over 18,000,000 bales, the
price of colion was severely depresssed, Al the same time
loan rates were lower than in any previous year, being
sguivalent %ﬁ.ﬁﬁ percent of parity, There wers over O
million bales pledgsd for loans at & value of §243,875,000,.
of these loans, v epayment was pads on only %ﬁﬁgﬁﬁﬁ bales,
the remainder being acguired by the Corperation in August

1939,
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A more complete &@h@@ﬁl@ of premiuma and discounts
wes ewployed Tor the first éim@ on 1838 erop cotiton,

This schedule covered each grade egual to or bebtier than
Low ¥iddling White, and six staple length groups. This
was done to make the loan rates and the warketd price
relationships more nearly spproximate,

Under the Agricultural Adjustment Act of 1938, the
Commodity Oredit Corporation was dirscted to make "availe
able Lo cooperators loans upon cobtiton during any %&fkﬁﬁimg
yoar beginning in any calendar yesr in which the averags
price on August 1 or at any time thereafter during such
marketing year of ssven-eighths mliddling spot colbon on
the ten markets designated by the Secretary is below 52
per centum of the parity price at any such Linme, or thﬁ
August crop estimate for cotton is in excess of & normel
yearfs domestic consumpitlon and exporis, al rates noi
leas than 528 per centum and noi more than 75 per centum
of the parity price of cotton &8 of the %égiﬂﬁiﬁ@ ol the
marketing year,” |

The eontinued weakness of cotton prices during the
early months of the 1938 marketing year resulted in heavy
applications for loans, Loans were made on 4,482,000
bales of cobton, representing approximately 39 percent of
the year's production, Thess loans matursed on July 31,
19239, but were extended several timess, finally to Ostober

1, 1941,
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Powaprd the end of the marketing year prices steadlly
rose with the result that repayments wers made by pro-
dusers on 4,483,000 bales, the remaining 89,000 bales

being taken over by the Corporation on October 1, 1941,

Under the terms of the Adgricultural Adjusiment Act
of 1938, & loan for this crop wag not mandatory sinee the
market price was above 58 persent of parity at the bsgine
ring of the marketing year. However, loans were offered
at a rate egulvalent to BE percent of parity, principally
for thelr price-suppert effects.

el

With the program feor this yesar 2 complete set of
differentisls for both grede and ataple, and location was
established for the first time,

Only 30,000 bales were pledged for losn and lesa
than 500 bales were eventually peoled for the sccoount of
producers, The sitrength of domsstle demand and the faet
thet exporis exceeded 6,500,000 bales accounted for the

small participation In the progranm,

1840

The basie loan rate on the 1940 erop was ennounced
on & middling 1%;&% inch basis since the cotton markets,
both spot and fuburs, had changed from a 7/8 inch standard

to the iéj&% inch standard before ths 1940 program had
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been developed, Separste clesssgificatlons were made for
the Tirst time on cotton having staple lengths of 1 3/38
inches, 1 5/32 inches and 1 7/32 inches,

A tobtal of 3,180,000 bales, or almost 26 percent of
the 1940 crops, enbtered the loan, of which only 5,000 bales
were not redeemed and these were pooled fay the scoount of
producers on Uctober 1, 1941, along with the 1938 and 1839
cobbon 8till remaining under loan.

The average loan rate was 9,556 cents per pauﬁég
spproximately 58 percent of parity, and varled from & high
0f 9,90 cents per pound in the Carolina mill arsas to 9,18

cents per pound in West Texas and New Mexico,

The Act of %&g 26, 1941 directed that the Corpora=
tion make loans at 85 percent of parity on the 1841 crop.
The amendment to this act reguired that loans at 85 percent
of parity algc be made on the 1948 through 184€ crops.
However, this provision applied only bto the 1941 crop since
subsegquent lews were passed setting the loan rate above
85 percent of parity.

The advent of war in Burope reduced exporits to
about 1,000,000 bales, but the increased domestle requlire-
ments resulted iﬁ & record consumpition of 11,000,000 bales,
There were 2,881,000 bales pledged for loan at an average

rate of 14.82 cents per pound, Although the loans were io
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have matured on July 31, 1942 they were allowed to be
carried until Beptember, 1943, when the 334,000 bales still
remaining under loan were pooled for the account of proe

duoers,

1948

For the first time, (CC made svailable loans on
farm~gtored as well as warehouse-stored cotton. 7The faprm-
gstored loans were sscured by chattel mortgages, with an
sllowsnee of 10¢ per bale per month for sitorage being pald
to those producers who deliversd thelr cotton to the tore
poration in satisflaction of the loan,

The Stabilization Act of 19242 authorized = change
in the support price on cotton snd other commodities from
85 pervent of parity to B0 percent of parity. The effect
of this chenge was to lncrease the average loan rate on
cobton from 16.28 %o lﬁﬁﬁ% cents per pound,

%h@rﬁ were 3,143,000 bales pledged for loan, of
which 1,866,000 bales were redesmed by produgers, while the
remainder was pooled for the acecount of producers on
August 15, 1944, During the marketing year the loan rate
remained sbove the market rate for many gredes and staples,
which aceounts for the fact that so wuch cotton was

acguired under the program,
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The support price was again at B0 percent of parity
with the average loan rate of 15/16 inch mlddling cotton
sst at 19.86 cents per pound, As in iﬁ%ﬁ, farmestored
cotton a8 well ss warehouse-stored cotton was eligible for
loan, A botal of 3,594,000 bales, or over 32 percent of
the ecrop, were pledged for loans, OF this total, 845,000
bales were pooled by the Corporatlion for the account of
producers on August 1, 1948, The remaining 2,000 bales
which had nobt been redeemed from farm-gtorage loans were

acquired outright by the Corporation.

1944

With the passage of the Stebilization Extension
Aot of 1944, the Corporation was reguired to make loans
on cokbton &t 92% percent of the parity price as of the
beginning of the crop yesr. On QOctober 5, 1944, with the
slgning of the Surplus Property Disposal Act, the suppord
level was increased Lo 93 percent of parity, Under the
3tabilizablon Extension Act the President was regquired to
gssure producers of certain commoditiss the higher of
{1) the parity or the comparable price or, (2) the highest
price received by producers for the commodiby between
January 1, 1948 and Sepbember 15, 1942, In the cass of
cotbton the parity price was the higher of the two, with
the result that COC anncunced thait open market purchases

of 1244 crop cotbton would be made at 100 percent of parity.



Those producers who had slready placed thelr cotton under
loan were able bto redessm 1t and then sell the cotiton to
the Corporation &t the higher price,

Over £,500,000 bales of cobton were purchassd under
this program and &s & result of this operatlon only &
relatively small portion of the sotton placed under loan
was not redeemed. As of the maturity date, loans on only
}2§,$@$ bales had not been redesmed out of a total of

25188,000 bales pledged,

1948

Participation under the program in 1945 was very
small due to the fact thabt cotton prices grew progressively
stronger through the markeling seagon, reaching an averags
on the 10 spot markets of ever 30 ecents per pound in the
spring of 1948,

Altogether, 218,000 bales wers pledged for loan at
an average rate of 21,09 cents per pound, reflecting 92%
pergent of parity. Only 8,000 bales were pooled for the

gccount of producers on October 1, 19246,

With prices conbtimuing to rise, the participsation
in the 1946 losn program was extremely small, Only 145,000
bales were pledged for loan ab & rate of 24.38 cents per

pound, OFf this amount approzimately 35,000 bales were left
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by producers for pooling by the Corporation on August 1,

1947,

1047

The cotton markets remained firm and strong throughe
out the year with spot prices exceeding Ehe loan valuss by
4 or 5 eents per pound, Because of this, only 280,000
beles entered the loan, of which 251,000 bales were re-
deemed by the producers.

The average loan rate for 15/16 inch middling cotton
was again based on 92% percent of parity, which was

sgulvalent to 27,94 cents per pound,

1948

With a production of 14.9 mlllion bales of cotton,
the highest since 1837, cotton prices tended to declilne
t¢ about the l@aﬁ level, 30,74 cents per pound, which
reflected 924 percent of parity,

Four wmillion nine hundred sixty-six thousand bales
of cotton were placed under the program, with only 636,500
bales beling later redesmed by producers. The remainder

was pooled for the account of producers on August 1, 1949,

&. Corn Operations

Shortly alter the organization of the Commodity

Credit Corporation on October 17, 19353, loans were offered
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to producers of corn of the 1833 crop, and there has besn
& program for each crop year since then,

Loans have been made on & botal of 1,598,716,000
bushels on the 1833 through 1948 cropa as of Seplember 30,
1849, Pour states, Jowa, Illinois, Nebrasks and MHinne-
sota h&va’amaauﬁﬁaﬁ for about 88 percent of the %afal
number of bushels pledged for loan, Iows sccounting for
47 percent, I1llincis 28 pergent, Webraska 11 percent and
¥innesota 8 percent,

The cost of the Commodity Credit Corporation of its
price-support operations on corn totalled $35,711,000
through Bepliember 30, 1949, The major part of thesse
losses has been incurred through the relsase of corn from
loans at less then full redemption velue and on the sale

of corn acguired from the loans.

A, Characteristics of Loan Program

Prioy ﬁ@ the passage of the Agriculbural Adjustment
Aet of 1938, loans on corn were made under the Corporation's
charfer powsrs, These loans, like those on cotton, were
non-recourse in nature,

Section 308 (d) of the AkA of 1938 made it &anéazaf?,
under ceriain conditions, for the Corporation to offer losns
at prlces renging from 62 percent to 75 percent at the

%&ginﬁing of the crop year, The actual support level
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between thess percentages was determined by & formuls
written into the Act, which depended upon the guantity of
corn in the cerryover from the prior year, and the level
of preveiling prices, OQther provisions of this Aect pro-
vided thet losns were avellable at the full rate only to
Yeooperators” with the farm program, and in the event that
a referendum for the establishment of merketling quotas was
held and more ﬁh&ﬁ 1/3 of the producers disapproved of it,
ne loan was to be offersd,

The Act of Nay 26, 1941, es asmended, mwade the
support rate mendatory at B5 percent of ?&?iﬁy on the 1941
erop and for each subseguent crop through 1946, The
Stabilization Act of 1942 required that support be ex-
tended on the 1948 c¢rop, and subseguent ecrops through &
period two years after cessatlion of hostilitlies, at 80
percent of parity. The Agricultural Act of 1949 nmakes
mandatory & support level ranging bebween 75 percent and
20 percent of parity for the 1850 and subsequent crops,
depending upon supply conditions at the beginning of the
marketing year,

Loans were made on farm-stored corn only from the
1933 through 1948 programs, bubt warehouse-stored corn is
eligible under the 1949 loa&n progrsm., In addition to the
regular loan program purchase agreements have been made

avallable to producers.
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B, History of The Corn Loan Program

1933

A stralght loan rate of 45¢ per bushsl for corn
grading ¥, 4 or betiter was snnounced for the first loan
program, A regquirement for securing & loan was the ﬁﬁﬂ¥
cution of the corn~hog contract for the 1834-crop market-
ing year, This contract called for a reduction in the
production of corn and hogs in order to reduce the
guantlty put on the market and thus s trengthen prices,

Loens were made on a tobtal of 267,762,000 bushels
of corn heving & loan velue of $121,876,000. All the
loans were sither repaid in full or converted td 1934

loans,

1934

Due to the drought conditions prevailing in the
corn belt produstion fell from 2.4 blllion bushels to 1.8
billion bushels, the lowest produection since 1881, Az &
result, corn prices moved upward during the marketing year
and participation in the losn program declined.

The loan rate was established at 55¢ per bushel for
corn grading Yo, 4 or better and corn from the 1833 erop
st1ll under the 1933 loan &8s well as the 1234=-crop corn
wag eligible, The loans were, however, sallable if the
price of Nos 2 corn reached or exceeded 85¢ per bushel on

the Chilcago Beard of Trade,
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During April 1835, the price of Ho, B sorn ab
Chicego was in excess of 85¢ per bushel and an announcement
was made by the Corporation that there would be no exten-
sion of the loan beyond the maturity date of Juns 30, 1935,

Under this program 20,075,000 bushels of corn,
heving & loan value of §11,042,000, sntered the lean, All

of these loans were repaid by the producers,

1935

The loan rate was announced for the 1935 crop ai
45¢ per bushel, Due to the drought conditions which pre-
valled in 1934, 1t was expected that the program would
enable producers to finance thelr feed supplies and rebuilld
their livestock herds which had been depleted,

Loans were made svallable from December 1, 1938
through Mereh 31, 1936 and metured July 1, 1936, Total
loans were made on 30,966,000 bushels, valued at .,

#13,954,000, 8ll of which were repaid,

1836

& severe drought prevalled during the 1938 growing
sepson and corn production declined to a level only
slightly higher than that in 1934, The lean program
which was offered was designed %o encourage fermers to
gtore corn which could be used for ssed for planting in

1857, A lean rate of B5¢Z per bushel for corn grading Wo. 4
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or bstter was offered,
Only 188,000 bushels were pledged for loasn at s

loan value of 487,000 and all of these loans were repaid,

1937

With favoreble weather conditions prevalllng during
the growing season, corn production returned Lo normal.
Because of the short erop in the prior year the number of
livestock on farms had been reduced and this resulted in
an excess of corn over current needs,

The originel availabllity date for loans was the
period between December 1, 1837 and fpril 1, 1838, Az the
program developed slowly, and since it was consldered
desirable to retaln most of the corn on the farm, the
avallability of loans was extended indefinitely., This
offer was finally closed after it was announced on August
27, 1938 that 1937 corn previously under loan, s well as
corn not previously under loan, could be put under & new
loan et 57¢ per bushel. (The original loan rete for the
erop had besn 50 per bushel.,) On July 6, 1952 corn
loeans would be extended for another year, making the
redemption date August 1, 1940,

Only July 5, 1940 the redemption price for the
corn wag fixed at 58¢ per bushel and preducers had until
October 31, 1940 to accomplish this redemption, The

actual investment in 1937 corn at that time was approxi-
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mately 674 per bushel,

There were a tobal of 61,117,000 bushels entering
the loan, of which 14,000,000 bushels were placed under
loan for the first time under the [irst renewal program
in the fall of 1938, ©Oubt of this btotal, 47,581,000
bushels were eventually dslivered to the Corporation in

sabisfaction of the loan,

1938

The Agriculbtural Adjustment Act of 1938 made loans
on eorn mendabory, Whereas in prior years loans were made
only in states which had farm warehouse scte in effect,
the new met provided that loans would be available in the
go=-called commercial producing areas ab full rates o
cooperators and at 78 pergent of the »ate in tha commercial
aveas to aaagé@a%gr& outside this ares,

Acreage allotments were set up for all farms within
the coumerclal corn area and farmers not exceeding these
allotments and who fullfilled other requirements lor cone
serving soll fertility, were eligible to receive AAA
conservation payments as well &s being eliglble to
participate in the loan progran,

The original wmaburity date for 1838e-erop loans was
sugust 1, 1939 but was moved bto August 1, 1940, A& further
extension was later announced whleh provided for the re-
sealing of the 1938ecrop corn for 2 years, The renewal

was to be made &t the 57¢ loan rate plus a 10¢ sdvance
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per bushel for 2 years storage or & total of &7¢.
Approximetely 9 percent of the year's productlon
entered the loan, or 229,839,000 bushels with a loan value
of $130,882,000, Deliveries st the conclusion of the
original program totalled 80,972,000 bushels, and deliver-
ies under either the first extension program or the twoe
year extension program totalled B8,011,000 bushels, The
remainder of the corn was delivered to the Corporation in

satisfaction of the loanz,

1939
Parmers in the commercial corn-producing areas were
offered loans ab the rabe of 57¢ per bushel, which re-
flected 70 percent of parity. Loans outside the commer-
sisl corn areas were offered at & rate of 43¢ per bushel,
Loans were svallable during the period fronm
Decembar 1, 1939 through March 31, 1940 and were to be
due August 1, 1840, On July 24, 1940, the two-year
extenslion program was announced Tor 1838 and 1939 sorn,
Although the maturliy date for the two-year loans was
August 1, 1948, 1t was decided %o let thom conbinue on
until the spring of 1943 bscsuse producers desirsd to
retain the corn for feeding at that time, The losns ware
galled on July 1, 19843, salong with the unredesmed loans
on the 1938, 1240, and 1941 crops.
The loans made tobtalled 301,729,000 bushels having
a loan value of $171,758,000, Of the original loans,
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ﬁﬁ,&gﬁ,éﬁé bushels were redsemed, 110,808,000 bushels were
delivered to the forporation and 132,730,000 bushsls were

resealed, Deliveriss were made on 3,484,000 bushels under
the resealed program and the remaining gquantity was re-

doeened,

1940

Several new features were lncorporated 1In the 1840
progran, ?%é usual period of a?aii&%ili%y of loans had
been 4 months, but in this program a l0-month period was
designated, Alsc the loan was to run for 3 years instead
of the usual one-year period. In this way no ressaled or
extension programs would be necessary and farmers could
be sure of the peried of the loans, A further change was
that the loans wers made callabls uvpon demand by the
Corporation for the first time,

Loan corn could be dellvered by producsrs st ths
snd of the second year upon 30 days wrltien notice %o éh@
AAL County Committse. 1In special cases whare farmers
were to lose possession of thelr farms or & tenant had
been regquested by the landlord to remove the corn from
the farm, the corn could be delivered after one year,

The mandatory loan rate of 61¢ per bushsl, repre-
senting 75 pereent of pﬁ?iiy; was offered for 1940-crop
corn, Loang were made on 105,185,000 bushels, valued at

£62,885,000, Of this quantity 12,299,000 bushels wers
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delivered to the Corporation in sabtlsfaction of the loan

and 90,886,000 bushels were redeemed by producers.

1941

Up until this time the loan rate on corn had been
g flat per bushel rate, the same rebte prevaelling regard-
less of the loovatlon of the vorn. For the 1941 crop the
rates were established by countles and varied sccording te
the normal relatlonship of corn prices over the area,.

This waas done in order to provide the least interflerence
with normal li@%ﬁ%ﬁﬁk feeding operatlions and bto encourags
more uniform storage of corn throughout the corn belt,

The passage of the Act of Hay 28, 194l made the
loan rate mandatory at 85 percent of parity. The average
losn rate in the commercial corp=produsing areas was T4,8¢
per bushel and varied by countles from a low of 69¢ per
bughel to & high of 79¢ per bushel., Corn pledged for
loans totalled 110,871,000 bushels with & loan value of
#80,914,000, Loans were repaid by producers on 81,072,000

bushels while the remalindsr was delivered te OO,

1242

The loan rate for 1942 averagsd about 6¢ per bushel
higher than in 1841, &%fl&aiiﬁg 85 percent of parity.
Loens were made on é@,@ﬁiaﬁﬁﬁ bushels of corn having a

loan valus of $43,805,000., Except for a very few bushels



76

{less than 500}, all the loans were repaid, The explansae
sion for such & large pereentage of repayments lies in the
fach thet OPA price ceilings lumposed for the first time on
January 12, 1948 were based on then current market prices
which were at levels reflecting at least 100 percent of

parity.

1943

A significant change in the program for 1943 was
the elimination of differences between commercial and non-
commercial corn areas, Loans were offered at the full
rate to producers all over the country. The only differ-
entiation made was that the rates were set up on a county
basis in the corn belt and on & state basis outside the
eorn belb,

The average loan rate wes 90¢ per bushel and
7,895,000 bushels entered the program abt & loan valus of
$6,648,000, All of the loans were repaid,

Begause of the shortage of corn which developed
during the crop year measures were baken wﬁiﬁ&kwarw desmed
necesgary to alfford an adeguate supply of corn, These
MEASUTeS wWere!

(1) The establishment on March 24, 1944 of an
order requiring that graln elevators set aside 35 percent
of all stocks for use by purchasers. designated by the War

Food Administrationy
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{2) The anncuncement on April 24, 1844 of a program
through which the Government was to become the purchaser
for corn moving from farms or slevetors in 125 designated
counties in Nebraska, Iowa, %ﬁﬁﬂﬁ&@té; Illincis, and
Indiana for not in expess of 60 daysg ’

{3} The initiation of & progrsm on June 11, 1944
for the lwmportetion of ﬁﬁ?ﬁ‘ffﬁm Argentine under which
private importsrs would be reimbursed for the impord

dubiss paid,

The loan rate for 1944 was 98¢ per bushel on &
national average, representing 90 percent of parity.
Twenty million six hundred forty-seven thousand bushels of
corn weres placed under loan, all of which was redeemed by
the producers,

In addition bo the loan features of the program,
purchases:of corn &t eeillng prices were authorized to be
made in order to oover lend-lesase and other government
reguirements, The OPA celling price for ¥Ne. 2 yellow corn,
which reflected 100 perscent of parlity, was 1ll¢ per bushel
over the aversage support rates, On Janusry 9, 1945 a
publiec announcement was made that the Government wonld
make purchasss under this program in order %o build &

reserve supply of corn.
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The national aversge loan rete of $1.01 reflected
0 percent of parity as of the beginning of the merketing
year. The total number of bushels entering losn was
2,006,000, all of which were redeemed by produsers,

During this time corn ceiling prices were stlll
meintained at & level approximeting 100 percent of parity,
However, the need for corn was so urgent that on April 19,
1846 farmers were offered a plan whereby they could
deliver corn to CCC and recelve & bonus of 30¢ per bushel
over and above the applicable OPA celling price. Under
thig program approzimately 34,187,000 bushels wers

acguired,

Although the participatlon in the corn loan program
for the 1946 crop was somewhat greater than that in the
previous 3 years, 1t was essentlally & finsncing method
used by farmers to secure & partial return on thelr crop
until they sold the corn in the markst or fed it,

The average market price for No, 3 yellow corn at
Chicage was about $1,80 per bushel for the ysar, while
the loan rate waa only $1.15 per bushel, Loans wers made
on 25,988,000 bushels of corn having a loasn value of

$26,140,000, A4l1ll of these loans were repsid by producers.
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In the 1947-crop year prices began a rapld rise
with corn reaching & price in excess of 52,40 per bushel,
sobout $1 over the national average losn rate, The demand
for corn was 8o grest that by the end of ths crop year
carryover stocks nad been depleted to only iﬁé;ﬂﬁﬁ,éﬂﬁ
bushels,

A new feature of the progrem was the addlition of
purchase sgreements, These agreements were avalleble
during the same period loans were avallable and deliveries
were to be made wlthin 30 days alter the maturity date of
loans,

The losn rate wes agaln based on 90 percent of
parity and was equivalents to $1.37 per bushel. There were
15134,000 bushels placed under loan all of which wers
redeaemsd by producers. The guantity of corn pléacsed under

purchase agreements was very small,

i948

AL the time the 1948w¢rop program was announced the
farm price for corn was well over 100 percent of parity,
The August mldemonth average price was §l.91 per bushel,
but due Lo the exesllent srop prospecis for corn snd other
graln crops, the mid-month price of corn had dropped 70¢
by November, This price 1f 1,21 per bushsl was 23¢ below
the average support level of €l.44 per bushel, which

represented 90 pergent of parity,
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As ths crop year progressed it became appsarent that
thare would be & large carryover of corn fo the next year
and the Department announced a program under which corn
ander loan could be resealed on ths farm for an &ﬁﬁzuﬁﬂmﬁi
period of btime with the mabturiiy date fixed at July 31,
1950, 1In additlion, producers having corn under @ﬁ?ﬁ&&&%
agresments were glven the optlon of taking out loans,
instead of delivering the corn to €CC, Under the resealw
ing plan farmers could sarn a 10d-per-bushel allowance
for storing the corn and dellivering 1t to §CC at ths
maturliy date,

Through Septembsr 30, 1949, under the original loan
program, loans had been made on & bobal of 357,000,000
bushels of corn, and total purchase agreements entered
into coversed a maximun of 195,000,000 bushels, Thus price
support was exbended on BH3,753,000 bushels of 1348«grup
gorn, reprssenbing aboub 15 percent of the total cron,

0f the loans previously recordsad, 1,108,000 bushels
had been resealed by Septembsr 30, 1949 and new loans were
nade on 114,000 bushels of sorn previously under purchsgse
agreements, There were 8,180,000 bushels delivered to the
Corporation from the loan and 15,887,000 bushels had been
purchaged under purchase agrsements, Loans ware siill
oubtstanding on 347,381,000 bushels az of Septewber 30, and
it was estimated that approximately 145,000,000 bushels
of purchase-agreement corn might be either delivered to

CCC or placed under loan,
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%, Wheat Operations

The first lsan program for wheat was offered by the
Commodity Credit Corporation on the 1938 crop. This price
support program hes resulted iﬁ an estimated cumulative
iosa to the Corporstion of $21,121,000 through Juns 30,
1948, OF this amount $4,476,000 represents charge-offls
of loans receivable end the remeinder losses on sele of
wheat from inventory scguired undsr the gapy&&% DTORTAilt.

Loans have been weds on & total of 1,983,825,000
bushels of wheat representing a loan valus of over B

hillion dollare,

&, Charasteristies of Loan Program

The losns offered by the Corporaition are available
to eligible producers through private lending agencies, |
cooperatives and dlreatly through the Corporstion. BSuch
loans sre of & non-rscourss nature,

Since the first progrem in 1938, loens have been
made on both fearme snd warehouse-atored wheat and the
schedule of retes has Iincluded differentiaslis for loeabtion,
and premiums end discounts for grade and guality.
Generally, payments of 7¢ per bushel have been made to
producers for storing pledged wheat on the farm during
the loan period, if they actually delivered the wheat to

the Corporation in satisfactlion of the loan,
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The loan rates for wheat have been esfablished in
apoordance with applicable laws, Through 1945 compliance
with scresge allotments under the AAA program was ons of
the reguirements for elliglibility for a loan, HMarkebting
guotas were in effect during 1941 and w§ya approved for
the 1942 orop., However, due to the incrsased consumpiion
of wheat, quotes were suspended on Pebruary 83, 1943 with
respect to the remainder of the 1242 arap(amﬁ the call for
& referendum on the 1943 ecrop was cancelled, Since that
time there heve been no acresge allotmenis or marketing

guotas,

B, History of the Wheat Loan Program

1938

in socordance with the Agrieultural Adjustment Act
of 1838, the reguirements Tor participation in the first
wheat loan program were announced on June 14, 1838,
Though the farm price for wheat was sbove B2 percent of
parity, the estimeted production of 967 million bushels
was in execess of the year's normal domestic consumption
and exports which was sstimated abt 750 million bushels,

An average loan rate of 59¢ per bushel st the farm
wag offered with the result that 85,745,000 bushsls were
pledged for loans, or roughly @ percent of the total pro-

duection of wheat during the ecrop year. Prior to the
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maturity dete of ferm-stored loans, 1t was announced that
these loans mlght be resealed for & period of 10 months
beyond the original maturity date,

in order Lo encourage rﬁﬁ@ﬁpti@ﬂ of wheat by pro-
ducers, and because the 1938 program did not provide
premiums for high-protein content, the Corporation, in
the spring of 1939, éffar@ﬁ to releagse wheat on the basis
of current market prices Tor ordinary protein wheat.
This relsase of wheat resulted in & loss to the Corpors-
tion of almost §3,900,000 but saved other costs incident
to the aecquisition and sale of the cellateral that would
otherwise have h&ﬁn4incurraﬁ. '

Deliveries of 15,723,000 bushels were made té coe
under ﬁh@ ragm&&r loan progrém. There were no deliveries
on the 3,708,000 bushels placed under the resealed

Programn.

1939

The general provisions of the program for 1939 were
similar to those under the 1938 program with only & few
éxagyﬁiémé. Some adjustments in loan rates between areas
and other smell rate adjustments were made in order to
make the rates follow more closely the ususl merket price
relationships.

The average loen rate at the farm was 63¢ per bushel
or approximately B5 percent of perity., There were

187,702,000 bushels pledged for loans, or the equivalent of
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22,6 percent of the production for the year, Producers
redeemed 155,789,000 bushels and delivered 1,808,000
bushels to the Corporation, Ten million one hundred four
thousend bushels had been resealed with & maturity date
of April 30, 1940, Of this quantity, 5,891,000 bushels
were delivered %o CCC, the remsinder being redesmed by

the producers,

1840

Sinee the market prices were about 20¢ per bushel
over the loan rate on June 15, 1940, it wes not mandatory
for the Corporation to offer & loan program. However, it
was thought that the stabilizing effect of such an
announcement would contribube to more orderly marketing
of the crop.

Heavy perticipation in the program was neot anticie-
pated at the tiwe the first snnouncement of the loan was
made because of the high market prices, However, by
Auvgust markets prices haed declined sharply.

With the average loan rate established at 64¢ per
bushel 278,430,000 bushels sentered the loan representing
about 34 percent of the total crop, Deliveries totalled
1?3,3@@,%3@ bushels, 98,673,000 bushels were redeemed
end 6,120,000 bushels were resesled under an extension

PrOZTRI,
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- 1941

The passsge of the Aot of Hay 286, 1941 required the
Corporation to meke loans available at 85 percent of
parity, with the result that the average loan rate was 98¢
per bushel,

The whesat parity payments and conservation payments
of approximately 18¢ per bushel, when added to the 8¢ per
bushel average loan rate, approximated 100 percent of
varity., This was the first time since the early 1820's
that farmers reached & return equivalent to 100 psrcent
of parity.

Almost 39 percent of the wheat produced in 1341 was
pledged for loans, the total pledged being 366,326,000
bushels. There were 269,807,000 bushels {including
6;@?%,&0& bushels of resealed wheat) delivered to the
Corporation in satisfactlion of loans., This was 764 per-
sent of a&ll the wheat pledged and represented the highest
proportion of collateral acquired in relation to loans
made up to the 1948 program,

Under the announcement of Hay 20, 1842, farmers
were afforded the opportunity of redeeming thelr wheat at
feed wheat prices., Mush of the whest acguired by CCC was
astually sold to the produsers who had taken out loans,
Por use as feed at feed wheat prices., In addition, wheat
acquired under the loan program was made available to
producers who wished to purchass from the Corporation fer

feeding purposes at feed wheat prices, Producers redeem-
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ing their wheat for feedlng purposes were permitted to

retain thes storage allowance,

1842

The loan rate was again set at 85 percent of parity
and the national average loan rate was §1.14 per bushel,
Partlcipation in the program wae, a% 1%t hsd been in the
past, contingent upon complisnce with screage allotments
and in addition marketing quotas were established., Howe
ever, these quotas were suspended on February 23, 1943
because of the lnerease in the rate of consumption of
wheat .

The 7¢ per bushel sbtorage allowance which was
usually given producers holding farm storags loans upon
delivery of the collateral in satisfaction of loans, wss
in thls program given as an advencs Lo encourage the cone
struetion of new siorage strusctures and repelrs to old
structures,

Partleipation in the 1942 program was the highest
in the history of the Corporation with 408,136,000
bushels, representing over 48 perecent of the year's pro-
duction, belng placed under losn., The Corporation
aeguired 45 percent of the wheat placed under loan. A
large part of these acguisibtions was never actually
delivered to CCC but was relessed to producers for feed

whosat,
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For the first time since 1938 the prige for wheat
during the 1943 orop year was above the loan value at all
times. As a resull, participation by preducers in the
program decreased from earller years,

The average loan yate was sstablished at $1.23 per
bushel and was equivalsnt to 85 percent of parity., About
15 percent of the yeart's produstion, 130,170,000 bushels,
was pledged for loan, Almost all of the wheat was re-
deemed, only 287,000 bushels sctually being delivered to
CCC in satlsfaction of the loan, |

In aﬁﬁiﬁinn to the loan features of the program,
the Corporation offered to purchsse wheat from producers
at the applicable support price in cases where local
storage was not available or where producers could nob

ship to normal markets,

The Stablligation Extension Act of June 30, 1944
authorized an inerease in the lean rate to 90 percent of
parity, Purchases of wheat at loan valus in arsss where
storage faclllities were inadeguate or where wheat was
needed for other programs were also &mﬁhﬁwiﬁaﬁa

With the averags loan rate ab $1.35 per bushel,
1&@,%1&,@@@ bushels of wheat, about 17 percent of the

erop, were pledged for loans.
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During the spring of 1945 a serious shortage of
storage and transportation facilities existed and the Cor=-
poration was unable btosccept all of The wheat offered to
it at the maturlty date of the loan, An extension of the
loan was offered with the maturity date being set at
April 30, 19468. Only 83,000 bushels enbered this loan
sxtension program and 4,000 bushels were purchased by CCC
under the parity purchase plan, The remaining 838,000

bushels wers redesmed,

The average loan rate was $1.38 per bushel, egual-
ling 90 percent of parity. The loan program was of de-
¢lining importence as the markebing year pregressed
beceuse of the exceptionally heavy demand for wheat for
export,

Under en sannouncement of August 25, 1845, the
Corporation offered to purchase the loan whest at full
ﬁ&ﬁiﬁ?;} However, due to the gontinued high market price,
only 24,000 bushels were agguired by the Corporation undep

this program.

1948

In the 1946 crop year wheat prices experienced &
rapld rise., Commodity Credlt Corporation was offering a
bonus of 30¢ per bushel for wheat in the spring of 1846
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in order to obtaln wheat to meet export commliments,

The average loan rabe wes §1.48 per bushsl repre-
genting 90 percent of parity., There were only 21,988,000
bushels pledged for loan, all of which were redsemed by

producers .,

1847

As the 1947 crop began to move Lo market, the
price For No., 2 herd winter wheat at Kansas City was 27¢
above the applicable loan level, By January 1948 the
market price excesded $3 per bushel, Though prices dropped
sharply from the January high, at the end of the marketing
yeer they were s8till 27¢ per bushel sbove the loan rate,

With the loan rate averaging $1.83 per bushel, only
31,239,000 bushels @%?@l@ffaﬁﬁé Tor logn, and with the
exception of loans on 4,000 bushels, a2ll of the loans were
repald,

To ensble producers who did not need inmediste cash
to secure the protection of the price-support progream,

purehase agresments ware slao offered,

A & result of the large crop of 1,2888,4086,000
bushels, and & further recovery of foreign production,
wheat priees were depressed below the loan lsvel,

Loans and purchese agreements were made available
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to producers Irowm harvesit through December 31, 1948, On
Way 18, 1949 an announcement was made that through Juns
30, 1949 producers having ferm-stored wheat under loan
might renew these loans for & period of one year, making
the maturity date April 30, 1850,

Through June 30, 1949, price support had been
extended on 367,509,000 bushels of wheat, Loans were
made on 255,082,000 bushels, purchase sgreements covered
113,816,000 bushels and direct purchases ol 11,000
acoounted Tor the remainder, Almost 82 percent of the
‘Wh%ﬁﬁ pledged for loan had been delivered to CCC in
satisfaction of the loan as of June 30, 1945,



CHAPTER IV

Paw corporations eithsr privabs or govermmentel, in
the development of world trade and in the indusirial and

e

financial progress of the Hatlon bave hed at thelir econ
sunh gnormous Munds snd Tlpsneial rescurces an the Lone

Corporation, Paewer 3till have bean suthor

b

government to sngogs in, and cavrry oul, 8o

ograns invelving so wmany vomrodities and

&

serving such vast operations of loans, purcheses, snd ssles,

Since 1ts inception in 1933, CCC hes sngapged In programs

affesting at least 45 different commodities, with s result-
ant loss of over 2 billion {ms of June 30, 1248},
operationg carrisec

arE which o8n be drswn:

of pubting products into siorege &t one time and releasing

thew at 8 later date, can staebllize srices but cannot
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put by Professor %@ﬁg%ﬁ?égi For exesple, il two corn crops,
one large and the other smell, &re both converted into
aversge-sise erops by storing the excess of one year and
sdding 1t to the other, these two average-size crops are
worth more than the two original large and smell crops.

Phis prineiple, however, does noi apply to all crops,.

The lower left section of Plgure 1 shows the demand
curve or average-revernue curve for ﬁﬁ?ﬂﬁ‘ The upper leflt
section shows the total-wvelue purve for corn} this shows
the total velue of differente-sized crops., & study of this
total-revermie shows thedt under & freely [luctusting price
gystem, before storage operstions were underisbken, two
erops, one large and the other smell, wers worth less than
two crops of average sise, The averapge-revenue curves in
the upper right-hand corper of Plgure 1 point this oub
more clearly. Assuming 2 3 hillien bushel production in
1240 and &8 £ billion production im 1841, the total revenue

;ifiéﬁﬁqg But

for the two years would have been 22,350,
with & storage plen whereby 2,5 billion bushels would be
placed on the market each year the total revenue would

have been increased to §2,500,000,000,

1. Shepherd, G. 5., 4
The Colleglate Press,; Inc., 194

2, Point "A" represents price st 2 million bushels)
point ¥B” represents pries &t 3 million bushels; point ¥¢*
repregents price Tor normal production.

ce Control,
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The dobtted lines in the lower right part of Figure 1
are the marginel revenue curves, They heve egual velues at
2.5 bililion bushels, This nmesns thet 1T the orop were
large in 1940 snd swmall in 1941, so that the twc areps
totaled 5 billlion bushels, the way to meximize returns
would be to sell 2.5 bushels ssch year, The emount gained
by this plen, compared to that of selling c¢rops of unegual
sizes 1z shown by the bleeck trianguler ares in the lowsy
part of the chart, The grogs galn, 88 pointed out sbove
would be 150 milllon dollars (2,500,
eguals 150 million),

Stabilizing corn supplies by storsge cperstions

stebiliges prices and slipghtly increases incomes, but by
merely smoothing out irregulsrities in supply 1t cannot be
expected that the generael level of corn prices, or any
other sueh vommodity, will be raiged higher than they
normally would be, The enly way to ralise prices over a
period of years is to ineressse the demsnd or degreass the
supply. Phen storsge operations %?ﬁ‘ﬁgﬁﬁ as an attempt to
gcoomplish this, consumption is reduced, gyaﬁg@tiﬁg is
stimulated, and %%ﬁgkﬁvﬁﬁﬁﬁmulﬁ@&m

{b) Different farm products reguire diffevent

programs, For such crops &8 corn end other livestock feeds,

the orogras should be established on the basis of stabilising
the fluctustione in merket supplies csused by variations in
woalther, The nocesalty of such & basis resis upon the fael

livestock production snd prices are conitinuslly being dis-



turbed by fluctustions in corn supplies, This program gen
be accomplished by loan and storage asebivibies thai withe
held frow the merket the sxeess gretted by lerge crops, and
relesse them In times of szhort erops.

In the case of crops other then the livestook feeds,

steble incomes are prefereble Lo siable prices, %hen the
price of these commoditles 15 held stable st 8 eonstant
level, the totel income varies frow year to year, directly
gnd proportionally with varietions in the slzs of ¢rop. 4
erup 20 pergent above aversge peans 20 perceni wmore gross
inecome then average: & small erop means &n sgually small
gross inecome, Thuas & price floor which veries with the
size of the orop would be the most benelicial plan to use
for these copmodlities., Suech & price floor would ald the
wovenent of these copsoditliss into consuspiion channels
and stabilise gross incomss at the same bine,

For psrishable commodities 1% is not @ﬁiﬁ’??@f@?ﬁ%ﬁ%

but necessary to use price floorg which vary wiith the size
of erop, Inflexible price supporte for this type of
commodity lead ¢o unselable surpluses in ?@%ﬁﬁ of large
erops and uvnsabtisfled consumers in yesrs of sgshort crops.
{e) Since the sarly 1980% the problems of the
Americen farmer bhave become incregssingly lmportant -~ both
from &n sconomle and & soclial point of view, AL the same
time, the natlonal sgrioultural policies have undergone a
striking evoiution., Previous to these years the chiefl

features of sgrleulturel policy were terifils on larm
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products end public provision for educstion, resesrch, and
dissemination of inloretion.

Shortly before the depression years of ithe 20's, bow-
aver, new policles began to evolve, 4z the depression yesrs
geme upon us these now policles ceme strongly into Tocus,
There wae & pronounced drift towards high and complex trade

barrlers, unprecedented finaspclsl ald to farmers; sctive

intervention by government agencies, and increassing conitrol

« Today this drift has reschsd iis

ol fereing operetions
extreme concluzion in the agrigulturel system of Sovielb
Buesia, and to some extent, that of England, In the United
States thie trend in policy manifest iisell in the esliabe

iishwent of the Pederal Parm Board, the 444 programs, the
Commodity Credit Corporation and other progrsus,

dity Credls

The basie objectives underlying the Commo
Corporation, and obher such exmmples of the new trend in
agrisultural policy sre generally spproved by mosit econo-
miste, There is ususlly no argument found for ﬁﬁ@%
objectives us conservesion of paturel and humen PEACRraes,
adaguate production to wmeet domesiic and forelgn demand,
éﬁ%&%iiﬁﬁ‘%ﬁ agresge and producgtion, fair prices Tor farm
products, and 8 fair share of the pailional incows for
farmers, The Pundementsl conflict arises, however, betwesn
these pleusible slogans and thelr worksble asclutions, To
the wriber, 1t seems ihat too offten the slogens have begome
political "planks™ witheut regard to their eeconomic lmplle

gationg or congsgueneces, The fact cannet be overlocksd



that the farmer's wobte is important, oy that the larwer
himsell becomes increassingly influenced when his Income
seems to depend more on political maelters thsn on the
seononlic velue which soelety places on bils products end
services., (ne @ritﬁvi hee polinted out: "The wost fare
resching and in an economic sense the mosl dengerously
ambitious leglelative proposals for agrieculturs ars not
those advenced by responsible farmers or ferm orgenizations
but by men who are honestly -- and wmdersiandably -
interested in farm vobes., . . , If given & choice they tend
to vobe for the bill which on the face of 1t promises the
highest support prices in their part of the country,” Ths
recent passapge by the Congresa ol Zﬁgiﬁiﬁﬁiﬁﬁg which ine
ereases the support prices for meny cowmodities in the face
of asopweulating surpluses and declining foreizn demand,
besrs this sbatement oulb,

The Commodity Credit Corporation cernnot b2 ezxpected
to have & program whieh will ald the farmer In the long

mined largely

runy, if the policy for such & progren la dede:
by politiesl necessitiss rather than on sound economic
prineiples.

(d) In regerd to & more specific point, these facts

should bs noted, About hall the entire nusber of farwmers

1. Davis, Chester C., Farm Policy Forum, April, 1550,

§§ U g‘?;@
Bo The 1949 Agricounltural Act,
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in the United States operate large-ficals farms oy planise-
tions, or Tamily somwmeroisl farme, with a value of product
of more than $600 per farm. In 1939 sbout 90 pereant of
the value of the farm products sold, braded, or used hy
fare houssholds was produced by Lthese larms. The rest of
the farms, the swali-scale farss, produced only aboul 10
?@?ﬁﬁﬁ%el Huch & sibuation as this ralses the gquesntion as
to shethsr or not the pollicy upon which 800 now operates
is beneliting the zpall-scale farmser. 1% sesms logleal to
azgume that most of these smallescals farns produce oo
11%tle for sals to zarn degent incomes through government

rice«gupporta, however high., Yel neariy hall of the

3
%

farmers in the United States f8ll inke thils group, It is
these Tarpera who face the most serious problens == Inade-
guste sheliter, clothing mirition, educsilon, ste,

The effect of CCC price support programs upon the
small-gcale farmars? Incomes willl have to awall further
study, I sueh 8 situdy revesls the inadeguaey of (CC
pelicias, as the writer belleves 1%t will, there wlll bs
nesd for revision of ihis poliey.

In susmery, the four conclusions regarding the
astivities of the Commodity Credil Corporation sre theses

{1} storage operations carrisd on by the Corporalion ean

1, sixteenth Census, Unlted States, 1940, "Analysis
of Zpecifliesd Farm Charscteristlies for Perms Clessified by
Total Value of Products, Cooperstive Study,” USDC and USDA,
1943, pe 50,
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stabiliszse prices bul cannoi reise thelir level ovver a periocd
{2} the variocus commodities reguire differing

gms in sceordance wlth thelir respective sharscteris-

tiosy {3) policy desisions in regard to support of sgriculs
turel prices must be made on economlic bages rather than on
polities]l wotivations; and (4) thers 1s en Indicetion that
present price policies cerried on by (CC are not directly
affTecting the swallescale fornere, If Durther study besrs
this sonclusion out, there will be need Tor revision in

sush poelleles,
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