
t

o

o

ILLINOIS FARM AND FOOD OUTLOOK
COLLEGE OFAGRICULTURE
DEPARTMENT OF AGBICULTURAL ECONOMICS

/rotg lt
W,bana, Illi.noie 6L801

FARI'I PROGRAlll CHANGED--AGAI N !

THE CARTER ADMINISTRATION HAS AJ.INOUNCED SEVERAL CHANGES IN THE FARM PROGRAM, affect-
ing both the 1977 and 1978 feed-grain and wheat crops, As anticipated, the changes

are more modegt than those proposed by the Senate.

The major change in the Farm Program is the establishment of land-diversion pay-

,nents for feed-grain producers. As before, to be eligible for progran benefits feed-

grain producers must set-aside I acre for each l0 acres of c3rn, sorghun, or barley
planted in 1978. Under the new program, land-diversion payments will be nade if I AD-

DITI0NALacre is idled for each l0 planted in corn, sorghu , or barley. The total
crop acres plus set-aside acres cannot exceed 1977 crop acreage.

The diversion payment is based on a fornula under which an established payment

level is nultiplied by the Progran yield times the PLANTED acreage. The paynent lev-
el is 20 cents per bushel for corn and 12 cents per bushel for sorghum and barley.
The Program yield is established for each farrn and is on record at the local ASCS

office.
As an exanple, if a corn producer plants 100 acres of corn with a prograrn yield

of 100 bushels per acre and idles 20 acres (10 acres under the initial provisions of
the set-aside progran and l0 acres under the new paid-diversion progran), he would

receive diversion paynents of $2,000 (20 cents per bushel x 100 acnes x 100 bushels
per acre), The payrnent per acre of diverted cropland would be $200, but the payment

per acre idled would be $100. Half of the payment is to be received at sign-up. Farn-

ers who sign up but do not conply will have to refund the initial payment, without
penalty.

Cotton producers lrill be eligible for diversion payments of 2 cents per pound,

tines the Progran yield, times the PLANTED acreage if they idte I acre for each 10

planted.
The new progran also makes changes affecting soybean and wheat producers. The

soybean loan late has been increased to $4.50, fron$3.50 per bushel. ilheat producers

who participate in the 20 percent set-aside progra,n that already exists will be at-
lowed to graze or harvest for hay 40 percent of their wheat acreage, instead of har-
vesting it for grain. In addition, producers would receive either 50 cents per bush-

el times the Program yield, or the deficiency payment - -wh i chever is larger--on the
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grazed-out wheat. In a separate action, the Administration announced a willingness
to work with the ConSress to raise target prices for wheat per bushel to the $3.40/
$5. 50 level.

Two other changes concern 1977 feed grains and wheat. If these are put under

the CCC loan in the three-year reserve progriun, no interest will be charged after
the first year. The fonrer limit on the size of that reserve has been renoved.

IMPLICATIONS. The Administration estinates that the new program r{ill reduce

feed-grain plantings by l0 million acres, uheat by 3 million, and cotton by I mil-
lion acres. The total cost of the Progran will depend on participation, but is es-

timated at $2.7 to $7.9 billion, The Adninistration apparently believes that a pro-
gran such as that proposed by the Senate would be too costly and would create the
risk of shortages if unfavorable growing conditions develop in 1978.

The feed-grain producers's decision to participate in the lo-percent set-aside
and the 1O-percent diversion parts of the programs nouLd depend on the level of his
pro8r.un yield, the net return which he could otherwise earn on the idle acres, and

his expectations about prices for feed grains. The expectation of a substantial
reduction in the 1978 feed-grain supply has alfeady been bid into the price of feed
grains.

D.L. Good, Extbnsion Specialist, Prices and outlook
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