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PIK II'IPLICATIONS

THE LEVEL OF PARTICIPATION AND THE NUMBER OF WHOLE-BASE BIDS accepted

under the Payment ln Kind (PIK) p1sg16rn wore surprisingly high. In the ca8e of

corn and sorghum, ?8 percent of the U.S. base acroaga is enrolled in either the

Acreage Reduction Program (ARP) or tho PIK program. Nadonally, 39 percent of the

base acr€age of th€86 two crops is to be idled. Of the acres to be idled' 10 percent

are onrolled in the ARP, 55 percent are onrolled in ths regular PIK program' and 35

perc€nt are enrolled in the whole-base PIK program.

In th€ cas6 of whoat, 86.2 porcent of the base acreage is enrolled in the program.

In total, 35.3 porcont of tho base acreage i3 to be left idlo. Of those acrea to be

idled, about 20 perc€nt are onrolled in ARP, 56 porcent in the rogular PIK program'

and 24 percont in the whole-base bid.
The baso acr€ago of corn is ostimated at 83.2 million acres. Idlod acroa under

the variou8 programB are ostimated at 32.5 milllon, Euggesdng that Planted ecreage

could be as low as 50.7 million compared to 81.9 mil[on last year. However. at cur-
rent pric€s, much of the 3.2 million acres idled undor ARP may be planted to corn.

In addition, curr€nt n€w crop prices favor corn ovor Eoybeans, Euggesting that

noncompliere may direct acroage from soybeans to corn. Th€re is also the "sllppagerl
factor. History suggests that total ptanted acreage will not be reduced by ae much as

has been calculated from program €nrollment. As a reeult, planted acroeg€ may be as

high as 58 million, wlth harvest€d acres for grain of 50 mllllon.

With a good growing aeason r the 1983 average corn yield could be close to the 115

bushels of this past y6ar, resulting in a crop of 5.75 billion bushels and a total

supply of 9.18 billion bushels. With higher Prices, corn use next year is not llk€ly to
exceed this yearrs projected use of 7.25 bilton bushels. Carryovor euppliee at the

€nd of the 1983-84 crop year could be as high as 1.9 billion bushels, I surplu8 of 900

million buehels. In addition to the crop of 5.75 billlon buehels produced, 1.6 to 1.7

billion bushels of corn recelvod in PIK payment would be available to tho market.

Under th6se condition8, free markot supplies would exceed total us€.

The projected f983-84 supply and demand balance eugg€8ts that corn prices on

averago need not exceed curront levels and that price increases would be limtted by
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the i3.15 trigg€r price on the 1981 farmorowned reserv€. Howevor, wtth such large
acreage roductions and extromoly dght free market Buppu6s, prlc€8 may be very
Bonsitive to spring and summer weather conditions. In any casB, lt s6ems likoly that
the seasonrs high price wiil occur befor€ harvest.

Soybean acreage may be reduced by 4 to 5 mlllion ecr6a aa a result of reduced
doublo-cropping after wheat and a swltch to corn among noncompllere. Even so, th6
1983 crop could exceed 2.1 bil[on bush6ls. Unlees corn prlcee are malntelned above

13.15, soybean meal at Docatur would be Umltod to about 0225 per ton, keeping new

crop soybean pricee below $7.00. However, prlces wlll b6 sonsltivo to th6 ectual
levol of soyb€an plantings end lat6 aummer w6ath6r.

With normal yielde, the 1983 wheat crop wlll total about 2.2 bllllon bushels,
compared to 2.8 billion in 1982. Even so, the wheat surplus would be reduced only
marginally. Under these circumatances, tho seasont8 avorage prics for the lg8g Boft
r€d wintor crop should b6 near the 93.65 loan level.
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