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REPORT TO THE PRESIDENT

U.S. Tariff Commission,
May 10, 1974
To the President:

Pursuant to your request of October 31, 1973, the U.S. Tariff
Commission instituted an investigation under subsection (d) of section
22 of the Agricultural Adjustment Act, as amended (7 U.S.C. 624), to
determine whether the import quotas on wheat and milled wheat products
described in item 950.60 of the appendix to the Tariff Schedules of
the United States (TSUS) may be suspended without rendering or tending
to render ineffective, or materially interfering with, the programs for
wheat now conducted by the Department of Agriculture, or reducing sub-
stantially the amount of prq?ucts processed in the United States from
domestic wheat.l/

The products subject to quota which are referred to in your request
are wheat fit for human consumption, and wheat flour, semolina, crushed
or cracked wheat, and similar milled wheat products, all of which are
fit for human usz.

On January 15, 1974, the Commission made an interim report to you.
In that report, the Commission found that the quotas on wheat and milled

wheat products could be suspended until June 30, 1974, without rendering

or tending to render ineffective, or materially interfering with, the

1/ Public notice of the institution of the investigation was issued
on Nov. 7, 1973. The notice was posted at the Commission's offices in
Washington, D.C., and in New York City, and was published in the Fed-
eral Register of Nov. 14, 1973 (38 F.R. 31482) and in the Customs Bul-
letin of Jan. 16, 1974. See appendix A for the President's letter and
the Commission's notices. A public hearing was held on Jan. 7, 1974,
at which interested parties were afforded the opportunity to produce
evidence and to be heard. In addition to the information submitted at
the hearing, the Commission obtained information from briefs of in-

terested parties and from fieldwork to grain traders.

1
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programs for wheat now conducted by the U.S. Department of Agriculture,
or reducing substantially the amount of products processed in the United
States from domestic wheat. 1/ The Commission therefore recommended
that you suspend the annual import quotas on such products: until June
30, 1974. On January 25, 1974, you issued a proclamation suspending the
import quotas on wheat and milled wheat products for the period begin-
ning January 26, 1974, and ending June 30, 1974 (appendix B). The
proclamation provided that quantities of these products entered during
the period May 29, 1974, through June 30, 1974, will not be counted

against the quotas for the 12-month period beginning May 29, 1974.

Findings 2/

On the basis of the investigation--

1. The Commission finds (Commissioner Leonard dissenting) that the
import qudtas on wheat and milled wheat products described in item
950.60 of the appendix to the Tariff Schedules of the United States may
be suspended for a one-year period, July 1, 1974, to June 30, 1975,
inclusive, without rendering or tending to render ineffective, or
materially interfering with, the programs for wheat now conducted by
the Department of Agriculture, or reducing substantially the amount of
products processed in the United States from domestic wheat.

2. Commissioner Leonard finds that the import quota; on wheat and
milled wheat products described in item 950.60 of the appendix to the

Tariff Schedules of the United States may be suspended without rendering

1/ The Commission's report, TC Publication 643, was released on
January 24, 1974.
2/ Commissioner Young did not participate in the decision.



or tending to render ineffective, or materially interfering with, the

programs for wheat now conducted by the Department of Agriculture, or
reducing substantially the amount of products processed in the United

States from domestic wheat.

Recommendations

1. The Commission recommends (Commission?r,Leonard dissenting)
that the President issue a proclamation pursuant to section 22(d) of
the Agricultural Adjustment Act, as amended, suspending the import
quotas on the products described in item 950.60 of the appendix to
the Tariff Schedules of the United States, for a one-year period,

July 1, 1974, to June 30, 1975, inclusive.

2. Commissioner Leonard recommends that the President issue a
proclamation pursuant to section 22(d) of the Agricultural Adjustment
Act, as amended, continuing the suspension of the import quotas on the
products described in item 950.60 of the appendix to the Tariff Schedules

of the United States.
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Statement of Chairman Bedell, Vice Chairman Parker,
and Commissioners Moore and Ablondi

As indicated above by our findings and recommendations, we have
concluded that the import quotas on wheat and milled wheat products
described in item 950.60 of the appendix to the Tariff Schedules of
the United States may be suspended for the period from July 1, 1974,
through June 30, 1975} without adversely affecting the programs for
wheat of the Department of Agriculture or the amount of products
processed in the United States from domestic wheat within the terms
of section 22 of the Agricultural Adjustment Act, as amended. The
principal considerations supporting our findings and recommendations

are set forth below.

The programs for wheat of the Department of Agriculture

The programs of the Department of Agriculture that are of con-
cern to the Tariff Commission in this investigation are primarily the
wheat price-support programs. Under the current programs, price
support is offered to wheat producers in the form of loans and direct
payments.

In general the loan programs have .placed a floor under domestic
market prices for wheat. Eligible producers can place any or all their
harvested wheat under loan to the Government at specified amounts per
bushel. Producers doing so may repay the loan at any time during the
crop year and sell their wheat in the market, or they can turn over

their wheat to the Government in fullfillment of their loan obligation.



The Agriculture and Consumer Protection Act of 1973 calls for the

Secretary of Agriculture to set the national avefage loan rate to
producers for wheat in the 1974/75 to 1977/78 crop years (each
beginning July 1) at between $1.37 per bushel and parity ($3.77 per
bushel in March 1974). The Secretary announced that the loan rate
for the 1974/75 crop would be $1.37 per bushel, the minimum rate
allowed by law. The national average loan rate for each of the pre-
vious crops back to 1965/66 was $1.25 per bushel, the minimum rate
provided by earlier legislation.

The 1973 legislation also provides for payments to U.S. wheat
producers if farm prices are below a target price established by
the statute. The target price for the 1974/75 and 1975/76 crops is
$2.05 per Bushel. For the 1976/77 and 1977/78 crops, the target
price can be adjusted to reflect changes in prices paid by farmers for
production items, interest, taxes and wages, and changes in crop yields.
For wheat grown on their allotted acreage, producers may receive a pay-
ment equal to the amount by which the target price exceeds the average
“ monthly farm price during July-November or the loan rate ($1.37), which-
ever is higher. If the average farm price is above the target price,
no ﬁayment is made. The national acreage allotment for all producers
for 1974/75 is 55 million acres--an acreage equivalent to about 85
percent of the acreage that the Department of Agriculture forecasts will

be harvested in that year.



The situation through mid-1975

In recent years, increasing world demand and needs for wheat have
markedly affected the world and domestic wheat situations. U.S. pro-
duction and exports of wheat have risen and stocks have been drawn
down. A record crop (1.7 billion bushels) was harvested in the 1973/74
crop year; the 1974/75 crop is expected to total 2.1 billion bushels--
~ about 360 million bushels more than a year earlier. Average annual
U.S. exports in 1972/73 and 1973/74 were. materially larger than those
in 1970/71 and 1971/72. Domestic consumption of wheat for food and
seed has increased moderately. Thus, although U.S. wheat production
has been at historically high levels, demand has been strong and stocks
have declined. The bulk of the wheat used domestically for food is
milled into flour which is used to bake bread. In ihe fourth quarter
of 1973, the cost of flour in a 1-pound loaf of white bread was equiva-
lent to about one-fifth of the retail price of the bread.

A viable U.S. wheat economy is dependent on substantial sales
abroad inasmuch as the major part of U.S. production of wheat is grown
for the export market. World demand for wheat in 1974/75, although
expected to decline somewhat from the Preceding year, will probably
remain strong. Total world usage of wheat in 1974/75 is estimated by
the Department of Agriculture to be only 26 million bushels (less than
one-half of 1 percent) below the record established in 1972/73. World
stocks of wheat in mid-1975 are likely to be larger than in recent years;
nevertheless, such stocks are likely to be equivalent to only 20 percent
of annual world consumption, compared with 26 percent in the period

1968/69 to 1971/72.



The easing in world demand for wheat in 1974/75 will undoubtedly
affect U.S. exports. The Department of Agriculture forecasts that
exports in that crop year will probably be some 200 million bushels
below the record high shipments anticipated for 1973/74. U.S. exports
of wheat and flour (in terms of wheat), however, would still be the
third largest annual exports on record. A new market for the United
States--the People's Republic of China--has become a major outlet of
U.S. wheat (taking more than a tenth of U.S. exports during July 1973-
February 1974) and that country's import requirements are expected to
remain substantial during 1974/75. Although importing countries wili
continue efforts to expand their own ﬁroduction, growing wheat effici-
ently on a large-scale production basis is fraught with many difficulties.

Since July 1972 monthly prices of wheat .in the United States have
advanced almost steadily. In February 1974 prices were at record high
levels. In March and April prices declined amid reports that the
1974/75 world wheat cfop would be about 2 percent larger than the pre-
ceding crop and that U.S. exports in 1973/74 probably would not attain
the level expected by shippers. The U.S. price of wheat, however, is
expected to continue to be well above the target price for the 1974/75
crop year as is evident on the wheat futures market. For example, the
closing prices of wheat quoted in early May at the Kansas City futures
market for the months of July, September, and December 1974 (which cover
the first half of the 1974/75 crop year), ranged from $§.46 to $3.84

per bushel.. Such prices are substantially above the target price of



$2.05 per bushel and the loan rate of $1.37 per bushel announced by the

Department of Agricultuee for the 1974/75 crop.

The price of wheat in Canada (a major potential source of U.S.
imports) has been substantially above the U.S. price, reflecting in part
the Canadian view that the world supply-demand relationship will con-
tinue to favor exporting countries in 1974/75. Because of the higher
Canadian price and transportation problems, U.S. imports during the
period from late January 1974 (when import quotas were temporarily
suspended) to early May were very small, being substantially below the
amount that would have been permitted entry by the suspended quotas.
Wheat production in Canada is forecast by the Department of Agriculture
to be 13 percent larger in 1974/75 than in the previous year. Meanwhile,
Canadian &omestic consumption plus exports are expected to be nearly
equal to the output. Thus, stocks of wheat in Canada by mid-1975,
while expected to be 7 percent larger than a year earlier, would
still be the third lowest in the past two decades, which generally was
a period of large carryover stocks. The high level of utilization
(principally exports) and the relatively low yearend stocks (which have
been evident for the past several years when the U.S. import quota on
wheat was not filled) will tend to enable the Canadian Wheat Board to
keep Canadian wheat prices firm.

The U.S. farm price of wheat (monthly average of $4.45 per bushel
during July 1973-April 1974) in relation to the Government's national
average loan rate ($1.25 per bushel) precluded any deliveries of the
commodity to the Government (i.e., to the Commodity Credit Corporation

(CCC)) in the first 8 months of the 1973/74 crop year; it appears that



none will be delivered in the remainder of the crop year, Meanwhile,

the strong demand for wheat has reduced the CCC's uncommitted stocks
of wheat from 358 million bushels in June 1972 to only 2.3 million
bushels in late April 1974. Current CCC stocks of wheat are at their
lowest level since shortly after World War II. Inasmuch as the price
of wheat is likely to remain well above support levels in 1974/75,
the CCC's stocks of wheat should continue at a negligible level and
costs to the Government should be at a minimum.

At the present time, we do not foresee any development in the
supply-demand relationship for wheat during 1974/75 that will so
‘affect prices as to cause any material interference with the programs
for wheat now conducted by the Department of Agriculture or reduce
substantially the amount of products processed in the United States
from domestic wheat. Although U.S. output is expected to increase
in 1974/75 and exports to show some decline, the nation's yearend
inventory of wheat this coming June 30 will be at a very low level
and some of the increased quantities of wheat available in the suc-
ceeding crop year will likely be used to replenish stocks.

- The quota on milled wheat products was established in order to
prevent circumvention of the quota imposed on wheat. Before the
quotas on wheat and milled wheat products were established in 1941,
the import trade was predominantly in wheat. We belie&e that this
practice will continue. Indeed, during the period from late January
1974 (when the quotas were tempo:arily suspended) to early May, im-

ports of milled wheat products were equivalent to only 78,000 bushels
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of wheat and accounted for about one-~fifth of aggregate imports of
wheat and milled wheat products fit for human consumpti on entered

during the period.

The situation beyond mid-1975

Supply and demand factors affecting the world production and
consumption of wheat in the period beyond mid-1975 are uncertain.
Wheat supply can change abruptly, as is common with agricultural
commodities. Changes in foreign and domestic supply-demand rela-
tionships for wheat and other foods can result in sharp and rapid
shifts in U.3. farm prices, This is perticularly true in the case
of wheat because a large part of the U.S. crop goes to the export
market, That market circumstances and prices can change with sur-
prising speed is evidenced by the recent price situation in the U.S.
market. For example, average monthly cash prices for No. 1 Hard Red
Winter wheat, ordinary protein,.at Kansas City rose from 31,52 per
bushel in June 1972 to $2.67 per bushel in January 1973, and from
$2.69 per bushel in June 1973 to $5.68 per bushel in January 197 and
then declined to $4.07 per bushel in April. Under these circumstances,
it is not possible at this time to evaluate market conditions in 1975/176.

From the information presently available to the Commission, in-
cluding estimates from the U.S. Department of Agriculture, total
U.S. stocks of wheat by mid-1975 (the end of the i97h crop year) are
estimated to be about 49} million bushels, or an increase of 31,
million bushels over the level of stocks at the end of the previous
crop year in mid-197h, This increase in stocks will undoubtedly
exeft some downward pressure on.prices, but the extent of the price

impact is uncertain.



Conclusion

On the basis of the Commission's investigation, we have
concluded that the import quotas on wheat and milled wheat prod-
ucts may be suspended from July 1, 197L, through June 30, 1975,
without rendering or tending to render ineffective, or materially
interfering with, the programs for wheat now conducted by the De-
partment of Agriculture, or reducing substantially the amount of

products processed in the United States from domestic wheat.
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Additional Statement of Commissioner Ablondi

I have joined in the preceding statement which gives the reasons
for the Tariff Commission's determination that the temporary suspen-
sion of the import quotas on wheat and milled wheat products can be
contimued through June 30, 1975, within the terms of section 22 of
the Agricultural Adjustment Act, as amended.

One additional consideration merits attention. In my view, the
Commission has a continuing responsibility to determine, whenever it
believes it appropriate, the effect of imports on programs of the De-
partment of Agriculture or if the imports reduce substantially the
amount of products processed in the United States from the domestic
products involved. Hence, with respect to wheat and milled wheat prod-
ucts, I believe that the Commission should periodically review develop-
ments pursuant to section 22, and make such findings and recommendations

with respect to the quotas as it deems appropriate,
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Statement of Commissioner Leonard

I concur with my colleagues that the continued suspension of
the import quotas on wheat and milled wheat products would not
adversely affect programs for wheat of the Department of Agriculture
or reduce substantially the amount of products processed in the United
States from domestic wheat, within the terms of section 22 of the
Agricultural Adjustment Act, as amended. I also generally agree with
the reasons given by my colleagues in support of the decision that
the suspension can be continued.

I do not concur with my colleagues that the suspension of the
import quotas on wheat and milled wheat products should be proclaimed
only for the period through June 30, 1975. Rather, I have concluded
that, within the terms of the statute, the quotas should be suspended
without time limit. As I pointed out in my statement in the recent
section 22 investigation of cotton, 1/ an indefinite suspension of
the quotas would not preclude their reimposition at some future time
should circumstances warrant. They should not be reinstituted, how-
ever, until conditions have so changed that quotas on imports would be
required to carry out the purposes of section 22 of the Agricultural
Adjustment Act, as amended. Such changed conditions, moreover, must
be evident or predictable; uncertainty about future circumstances or
speculation about possible changes is not enough. Iﬁ my view, the

evidence available to the Commission in the instant investigation

1/ U.S. Tariff Commission, Certain Cotton, Cotton Waste, and
Cotton Products . . . Investigation No. 22-37. . . TC publication
658, March 1974, pp 15-16.
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gives no indication that circumstances that would warrant the rein-
statement of the quotas are likely to arise by mid-1975. 1In the
absence of persuasive evidence that the conditions existing or antici-
pated at that time would warrant the imposition of quotas under sec-
tion 22, there can be no reason to reinstate the present quotas auto-
matically. Therefore, I find that fhe import quotas on wheat and
milled wheat products described in item 950.60 of the Appendix to the
Tariff Schedules of the United States may be suspended without render-
ing or tending to render ineffective, or materially interfering with,
the programs for wheat now conducted by the Department of Agriculture,
or reducing substantially the amount of products processed in the
United States from domestic wheat, and I recommend that the President
issue a proclamation pursuant to section 22(d) of the Agricultural
Adjustment Act, as amended, continuing to suspend the import quotas

identified ahove.
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INFORMATION OBTAINED IN THE INVESTIGATION
Overview

During the 1960's U.S. production and consumption of wheat trended
upward at a gradual pace, and exports, although fluctuating in quan-
tity from year to year, showed no marked upward or downward trend
(table 1 in appendix C). In the early 1970's, however, the con-
ditions affecting U.S. wheat changed drastically. U.S. exports rose
sharply to a record high level in crop year 1972/73 1/ and projected ex-
ports in 1973/74 are even higher; more wheat was consumed domesticglly
in 1971/72 than in any preceding year; the 1973/74 U.S. crop of wheat
was the largest on record; the monthly average price that farmers
received for their wheat rose substantially during 1972/73 and continued
to édvéﬁce in 1973/74 unfil it réacﬂéd é reégrd ﬁigh of $5.52 in Feﬁru—
ary 1974 before declining to $4.96 in March; and the Government's
uncommitted inventory of wheat at the end of crop year 1972/73 was at
its lowest point in 25 years and total stocks of wheat (commercial
and Government-owned) were at the second lowest level in 20 years.
Furthermore, the absolute import quota on wheat had been only partly
filled each year during the period 1970-74. 2/

Many of the changes in the U.S. market reflected developments in
the world wheat economy. In 1972, a poor wheat harvest in the U.S5.5.R.
forced that country to look to the United States for wheat. Imn 1972/73,
purchases by the U.S.S.R. and larger than usual purchgses by some

regular U.S. customers (which partly reflected reduced rice output in

1/ In the United States, the crop year for wheat begins on July 1 and
ends the following June 30. Although some wheat is harvested before
July 1 in the southern plains, the great bulk of the U.S. crop is
harvested after that date.

2/ The quota on milled wheat products, on the other hand, had been
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major Asian rice-exporting countries) established the record exports of
wheat that year and, invturn, réduced domestic inventories and. exerted
upward pressure on U.S. prices.

So far during the crop year 1973/74, the demand abroad for U.S.
wheat has remained strong and doﬁestic prices have been at record levels.
The quantity of wheat consumed domesticaily plus that exported during
1973/74 is expected to be 15 percent larger than the size of the crop
hafvested. thus further reducing stocks. By June 30, 1974, the
stocks are expected to drop to 180 million bushels, the smallest
since 1947. Government-held stocks of wheat are expected to be negli-
gible by the end of the current crop year because of the high price of
wheat relative to the Government's loan rate.

In the crop year 1974/75, U.S. wheat disappearance (domestic con-
sumption plus exports) is expected by the Department of Agriculture to
be about 1.8 billion bushels, 11 percent below'that in 1973/74. Most of
the reduction will be in exports, which are expected to be a sixth
smaller than in crop year 1973/74. Thus, with 180 mi}lion bushels of
old crop wheat on hand at the beginning of the crop year and a record
high new crop of 2.1 billion bushels predicted for 1974/75, stocks of
domestically produced wheat on June 30, 1975, will total about 495 mil-
lion bushels--more than double the unusually low inventory of a year
earlier, but still about a fourth lessAthan the average annual yearend

stocks during the 3-year period 1970/71 to 1972/73.
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ﬁescription and Uses

Wheat is generally classified as hard, soft, or durum wheat on the
basis of kernel characteristics. In the United States most wheat is
milled into flour and meal and further processed to make products for
humén consumption. Wheat is also used in significant quantities for
seeding purposes and as livestock feed and, in small amounts, for the
manufacture of starch, gluten, and alcohol.

Hard wheat has a kernel that is high in protein and gluten content.
It is produced in areas where the summers are hot and the rainfall is
moderate. The flour made from hard wheat readily absorbs water and
produces an elastic and tenacious dough well suited to commercial bread
baking. Wheat cereal breakfast foods to be prepared by the consumer,
such as farina, are also generally made from hard wheat. Tﬁe principal
classes of hard wheat grown in the United States are Hard Red Winter
wheat and Hard Red Spring wheat.

Durum wheat is a hard wheat not generally milled into flour. Its
principal outlet is in the production of semolina, a meal used for
making macaroni, spaghetti, vermicelli, and other edible pastes.

Soft wheat has a kernel relatively low in protein content.

It is produced in areas of abundant rainfall and moderate temperature.
The flour made from soft wheat is used primarily for baking cakes,
crackers, biscuits, and pastry. Prepared breakfast foods, such as
wheat flakes, are made from soft wheat. The principql classes of soft
wheat are Soft Red Winter wheat (grown largely in the eastern United

States) and White wheat (produced mostly in the Pacific coast region),
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Although much of the wheat produced in the United States is milled

"straight," there is considerable blending of hard and soft wheats

to obtain flours of various grades for baking.

U.S. Customs Treatment
Imported wheat and wheat flour are classified for tariff purposes
under part 7 of schedule 1 of the Tariff Schedules of the United
States. The rates of duty currently applicable to imports from
countries other than those designated as being under Communist
control 1/ and the share of total imports that entered under each TSUS

item in crop year:'1972/73, are shown in the following table.

Wheat and milled wheat products: U.S. rates of duty and percentage
distribution of imports (based on quantity) by TSUS items, crop
year 1972/73

: : ¢ Share
T;g? : Commodity : Rate of duty : of U.s.
: ¢ ° imports
::Wheat: : : Percent
130.65 : Not fit for human : 5% ad val. : 38
: consumption. : ' : .
130.70 :  Other -: 21¢ per bu of 60 1b : 22
: Milled wheat: : :
131.40 : Fit for human con- : 52¢ per 100 1b : 40
: sumption. : :
Not fit for human
: consumption: : :
131.72 : Flour : 2.57% ad val. : 1/
131.75 1 Other ¢ 5% ad val. : -
: : i 100

1/ Leés than 0.5 percent.
The ahove rates of duty, which have been in effect since January
1948, resulted from concessions granted by the United States in the
General Agreement on Tariffs and Trade. The average ad valorem equiva-

lent of the present rate on wheat fit for human consumption (item 130.70)

1/ Products of most Communist-controlled countries are dutiable at

+hA octaruibAary varanoe ocharm dm FahlAa 9 faca AammAandd. N
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was 7.7 percent based on the value of imports from all countries in
1972/73, and that on milled wheat products fit for human consumption
(item 131.40), 8.5 percent.

The Customs Regulations of the United States, sec. 10.106 (19 CFR
10.106), presently require importers to file a declaration for each
entry of wheat not fit for human consumption. When the importer's
declaration claims that all of the wheat is to be used otherwise than
in the manufacture of food products, Customs requires that the shipment
consist of "wheat containing 30 percent or more by weight of damaged
kernels" before it is permitted entry as wheat not fit for human consump-
tion - (T.D. 47577, Mar. 13, 1935). When no such claim is made, the
wheat is classified as other wheat (item 130.70). 1/

Imports of wheat and milled wheat products other than flour into
the continental United States from 30 countries or regions are embargoed
pursuant to Plant Quarantine 59, a regulation adopted in 1925 to pre-
vent the entry into the United States of wheat flag smut disease. 2/
Imports into Hawaii are exempt from the restriction. Australia is the

only major wheat exporting country listed in Quarantine 59.

1/ On Jan. 17, 1968, the U.S. Bureau of Customs (now the U.S. Cus-
toms Service) ruled that second clear wheat flour (a low grade flour)
was a milled wheat product rather than a byproduct feed and that it
was classifiable under item 131.40 if fit for human consumption or
under item 131.72 if not fit for human consumption (CIE C-38/68). The
Customs Bureau further ruled that second clear wheat flour was not fit
for human consumption if it had an ash content of more than 1 per-
cent. (Most second clear wheat flour has an ash content greater than
1 percent.) After further review, the Customs Bureau, on July 14,
1971, ruled that the ash content of wheat flour does not in and of
itself render wheat flour unfit for human consumption and that all
wheat flour (including second clear) is fit for human_consumption~in
the tariff sense unless it is adulterated or contaminated at time of
importation and in need of processing in order to eliminate such altera-
tion or contamination before it can be consumed by humans(T.D. 71-180).

2/ The regulation was issued under authority of the Plant Quarantine
Act of 1912 and is contained in the Code of Federal Regulations (7 CFR
319.59).
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U.S. Department of Agriculture Program for Wheat

Description of domestic programs

In recent years the U.S. Department of Agriculture has sup-
ported the price of wheat to farmers primarily through two programs--
(1) nonrecourse loansand (2) payments to farmers. The programs for
receﬁt crops prior to the 1974/75 érop were based on the Agricultural
Act of 1970 (Public Lawﬁ9l—524);i the. programs for the 1974/75 crop,
which were announced in August 1973, reflect the provisions of the
Agriculture and Consumer Protection Act of 1973 (Public Law 93-86),
which amended the 1970 Act. The purpose of the 1970 legislation, as
stated in the preaible, is "to establish improved programs for the
benefit of producers and consumers of . . . wheat . . ."; the purpose 7
of the 1973 legislation is to assure the production of adequate sup-
plies at reasonable prices to consumers by insuring producers against
losses if their expanded production results in prices below the target
price.

Acreage allotment.--The price-support legislation has required the

Secretary of Agriculture to establish annually a national acreage allot-
ment for wheat, which in recent years has served principally to limit the
amount of wheat for which farmers could receive supplementary payments
(see the section on payments below). Under the 1970 legislation the Sec-
rétary was directed to proclaim an annual allotment that would represent
the acreage needed, with average yields, to produce a quantity of wheat
equal to estimated domestic use., Under the 1973 legislation, the anmal
allotment was to represent the acreage needed, with average yields, to

produce a quantity of wheat equal to estimated domestic use, plus exports,
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minus imports; the level of carryover stocks was also to be taken into
" account. As a result of the change in criteria, an acreage allotment
that would meet the 1973 criteria would ordinarily be much larger than

one that would meet the 1970 criteria.

 Nonrecourse loans.--The loan program has been a basic feature of
wheat price-support 1egislétion since the 1930's. Under the program,
producers can place their harvested wheat under loan from the Commodity
Credit Corporation (CCC), at specified amounts perkbushel. Producers
doing so may repay the loan at any time during the crop yé;rugnd then
sell their wheat in the market, or they can elect to turn over the
wheat to the Government and fulfill their loan obligation; producers
generally would elect to do the former if the market price weré higher
than the loan rate, and they would elect to do the latter if the market
price were lower than the loan rate. 1/ .

In general, the loan rate has acted as a floor for domesticfﬁarket

prices, which have seldom dropped appreciably below the loan rate. The
1973 iegislation calls for the Secretary of Agriculture to set the loan
rate for the 1974/75 to 1977/78 wheat crops at between $1.37 per bushel
and parity ($3.77 per bushel in March 1974); 2/ the 1970 legislation re-
quired the Secretary to set the loan rate between $1.25 per bushel and |
100 percent of parity, while the preceding legislation (the Food and

Agriculture Act of 1965) required the Secretary to set the loan rate

between $1.25 per bushel and 90 percent of parity. 6n August 16, 1973,

1/ In some cases, the period of the loan can be extended beyond the
crop year (called a reseal loan), In any event, producers whe redeem
their loans are obliged to pay the accrued interest (5.5 pércent” per
annum) and storage charges.

2/ Parity is, in general, the price which will give agricultural com-
modities the same purchasing power in terms of goods and services
farmers buy that the commodities had in a specified base period.
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the Secretary announced that the national average loan rate 1/ for
the 1974/75 crop would be $1.37 per bushel--the minimum rate allowed
by law. The national average loan rate for each of the wheat crops
of 1965/66 to 1973/74 was $1.25 per bushel, the minimum rate as pro-
vided by the 1970 (and earlier) legislation. During this period
(1965-74), producers participating in the wheat program could place
their entire output of wheat under loan.

Payments.--Under the 1971/72 - 1973/74 programs, producers
could receive certificates (which could be cashed) equal in value fo
the difference between the average price received by farmers in the
first 5 months of each crop year and 100 percent of wheat parity on
July 1, whenever the average price was lower than parity ($3.39 per
bushel on July 1, 1973). An initial payment was made early in the
crop year, a<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>