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Returns to Cereals Producers and 
Market Prices in the United States 

The returns to cereals producers in the United States must be considered 
in the context of the structure of the price support programs that are 
currently in effect. These programs have three key features: 

1. they are production-negative in that they require the withdrawal 
of a minimum area from production; in return for, 

2. income payments which themselves are production-neutral; and 

j . they are structured so that a maximum disincentive to production 
is achieved through price. 1/ 

These effects are achieved because the key provisions are applied 
directly to the individual producer but the programs are voluntary. The 
incentives for compliance are set high enough so that a sufficient number 
of producers will cooperate to meet the national production objectives. 

The 1965-66 Wheat Program 

In 1965-66 a wheat producer was offered -

(a) A guaranteed price of $1.25 per bushel ($45.90 per metric 
ton) for all the wheat he produced on the allotted area; 

(b) a lump-sum payment consisting of $.75 per bushel ($27.50 per 
metric ton) for the "normal" yield from 45 percent of the allotted area;' 
and 

(c) an additional lump-sum payment consisting of $00 per bushel 
($11.00 per metric ton) for the "normal" yield from j?5 percent of the 
allotted area. 

These payments and guarantees were obtainable, providing; 

(d) a producer kept his plantings of wheat within his allotted 
area. This meant that he would have to set aside, in a conserving use, 
at least 10 percent of his wheat base area. 

In sum, the production negative feature of the 1965-66 wheat program 
is the reduction required in the area planted. The two lump-sum payments 
support the incomes of complying cereals producers; but they are pro
duction neutral because the payments are not increased for above normal 

1/ The disincentive through price is defined to be a maximum when 
individual producer returns for marginal production are at" the 
equivalence of the world trading price. 
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production and may be decreased if for some reason actual production falls 
below 80 percent of "normal" on the allotted area. Lastly, the program 
provides a maximum disincentive to production through price, since com
plying producers receive only $1.25 P̂ -r bushel ($45.90 per metric ton) 
for the last 20 percent of the "normal" production on their allotted area 
and for any wheat that they may produce on it in excess of ''normal" yield. 
This ''excess" would be produced only if production costs permitted. 

The wheat producers who do not comply, receive no price guarantee or 
income support of any kind. They receive only the market price which is 
likely to average about $1.25 per bushel ($45.90 per metric ton). This 
imposes on these producers, too, the maximum disincentive so that their 
level of production is determined principally on the basis of production 
cost and efficiency. 

Producer Returns for Wheat 

In the context of the income objective, the average return for all pro
ducers of wheat in 1965-66 is expected to be $1.51 per bushel ($55.40 
per metric ton) when the total production unit is considered. This 
approximates the return for No. 2 ordinary Hard Red Winter, the base 
grade for the United States wheat programs. 

In the context of the inducement to production, the price which the 
individual producer considers in adjusting his level of production, is 
the return which the producer expects to get for marginal production 
at planting time. This is the $1.25 per bushel ($45.90 per metric ton) 
which was announced prior to planting the crop for 1965-66. 

Similar data is provided for other years in table 1. 

Market Prices for Wheat 

The average price received by farmers for all grades and classes of wheat 
in the market tends to run from $.0> to $.07 per bushel ($1.10 to $2.60 
per metric ton) above the loan rate. The price f.o.b. Gulf is in turn 
about $.40 to $.45 per bushel. ($14.70 to $16.50 per metric ton) above the 
average market price. (Table l) 

The Feed Grain Programs 

The programs applied to all feed grains are highly similar and have not 
changed much during the past three years. They embody the same basic 
features contained in the 19-5 wheat program. However, operationally 
they are quite different. 

For example, the 1965-66 program for corn offered the individual pro
ducer -

(a) a guaranteed price of $1.05 per bushel ($4l.J0 per metric ton) 
for every bushel produced on the allotted acres; 
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(b) a lump-sum payment consisting of $.20 per bushel ($7.90 per 
metric ton) for the "normal ' yield from the allotted acres; and 

(c) a second lump-sum payment consisting of $.21 cents of the 
estimated normal' yield on the minimum diversion. 

These payments and guarantees are obtainable providing -

(c) the producer plants only 80 percent of his base acreage to 
corn, leaving the rest in conserving uses. 

Producer Returns for Feed Grains 

In the context of the income objective, the average return for all pro
ducers of corn in the United States in 1965-66 is expected to be about 
$1.00 per bushel ($39-40 per metric ton) when the total production unit 
is considered. This approximates the return for No. 2 yellow corn, the 
base grade for the United States. Similarly, the return for grain 
sorghum, basis milo No. 2 is $1.53 per bushel ($3480 per metric ton). 
And for barley, basis No. 2 two-rowed feed is $.75 per bushel ($34.40 
per metric ton). 

In the context of the inducement to production, the expected marginal 
return in 1965-66 was $1.05 per bushel for corn ($41.30 per metric ton); 
$1.65 per cwt. for grain sorghums ($36.40 per metric ton); and, 80 cents 
per bushel for barley ($36.70 per metric ton). 

For values in other years, see appropriate tables 2, 3 or 4. 

Market Prices for Feed Grains 

The average price actually received by farmers for corn was $.02 to 
$.06 per bushel ($.80 to $2.40 per metric ton) above the loan rate. 
Similarly, the average price for grain sorghums was $.03 to $.1_> per cwt 
($.70 to $2.90 per metric ton) above the loan and for barley it was $.08 
to $.12 per bushel ($3-70 to $5-51 per metric ton). 2/ 

At the Gulf, prices for feed grains were above the level of the average 
farm price by approximately the average cost of freight and handling. 
In 196>-64 and 1964-65 these differences were $.30 and $.26 per bushel 
($]L.80 and $D3o per metric ton) respectively for corn; and $.47 and 
$.28 per cwt. ($1040 and $620per metric ton) respectively for grain 
sorghums. J5/ 

2/ This greater difference is probably due to the incidence of malting 
premiums. 

2/ Virtually no barley moves from Gulf ports, thus no quotations are avail
able. A derived price basis Minneapolis would be meaningless. 

July 6, 1965 



Table 1 — Producer returns and market pr ices for wheat (fto. 2 
hard red winter , ordinary protein) United S t a t e s , 

1963-6U, 106U-65, 1965-66 

Producer returns: 
Income 2/ 
Marginal 3/ 

Market prices: 
Average farm U/ 
f.o.b. Gulf 5_/ 
Met export pay-
nent 6/ 

: 1^63-
: Per bu. 

1.81 
1.8? 

1.85 
1.79 

.50 

•6U 
: Per m 

66.kO 
66.80 

67.90 

65.69 

I8.U0 

.t. 
-*-

196*1-
Per bu. 

u 

1.60 
1.30 

1.37 
1.7'°> 

-.0? 

-65 ': 
:Per -rut: 

1965-66 1/ 
Per bu. 

58.70 
>*7.70 

50.30 

o5-33 

-.59 

1.51 
1.25 

1.30 

: Per n.t. 

55. UO 
U5.90 

U7.70 

1/ 
2/ 

1/ 
1/ 

1/ 
6/ 

Preliminary est imates. 
Average return for a l l producers of wheat on basis of t o t a l capacity. 
This weights in the aiount of wheat estimated under ninimu'': diversion at 
95 percent of 'normal"' y ie ld . The weights for minimum diversion a re : 

I963-6U - - - 11.3 percent of actual production. 
1Q6U-65 - - - 6.3 percent of actual production. 
1965-S6 - - - 7.? percent of actual t»roduction. 

This i3 equivalent to the loan r a t e . 
Average market pr ice for a l l grades and classes received bv farmers at 
the point of f i r s t deliver1/, therefore , i s not net of the average cost 
of loading and hauling. 
Excluding export payments. 
Unweighted average of daily export payments. The modestly negative 
figure for 196U-65 i s the net cost of the export c e r t i f i c a t e which ex
por ters must purchase. This ce r t i f i ca t e coste 25 cents per bushel , (*9.20 
per metric t on ) . However, on the average, exporters were refunded a l l but 
the net amount. 



Table 2 — Producer Returns and Market Prices for Corn 
(No. 2 yellow), United Sta tes , 196>64, 

1964-65, 1965-66 

196>64 

Per bu.* Per m.t. 

1964-65 

Per bu . ' Per ra.t. 

1965-66 1/ 

Per bu." Per m.t. 

U.S. Dollars 
Producer Returns: 
Income 2/ 
Marginal £/ 

Market Prices: 
Average farm 4/ 
P.O.B. Gulf V 

1.05 
1.07 

1.09 
1.39 

41.30 
42.10 

42.90 
54.70 

1.10 
1.10 

1.16 
1.42 

43.30 
4^.30 

45.60 
55.90 

1.00 
1.05 

1.08 

39-40 
41.30 

42.50 

1/ Preliminary estimates. 
2/ Average return for all producers of corn on basis of total capacity. 

This weights in the amount of corn estimated under minimum diversion 
at 95 percent of normal yield. The weights for minimum diversion are: 

1963-64 14.1 percent of actual production. 
1964-65 14.4 percent of actual production. 
1965-66 l8.2 percent of actual production. 

J>/ The average farm loan rate. 
4/ Average price received by farmers, at point of first sale, therefore 

is not net of the cost of loading and hauling. 
Jj/ Unweighted average of quotations. 



Table 2 — Producer Returns and Market Prices for Corn 
(No. 2 yellow), United States, 1963-64, 

1964-65, 1965-66 

196>64 

Per bu.* Per m. t . 

1964-65 

Per b u . ' Per ra.t. 

1965-66 1 / 

Per bu.* Per ra.t. 

U.S. D o l l a r s 
Producer Returns: 
Income 2/ 
Marginal .3/ 

Market Prices: 
Average farm 4/ 
F.O.B. Gulf 5/ 

1.05 
1.07 

1.09 
1.39 

41.30 
42.10 

42.90 
54.70 

1.10 
1.10 

1.16 
1.42 

43.30 
4>.30 

45.60 
55.90 

1.00 
1.05 

1.08 

39-40 
41.30 

42.50 

1/ Preliminary estimates. 
2/ Average return for all producers of corn on basis of total capacity. 

This weights in the amount of corn estimated under minimum diversion 
at 95 percent of normal yield. The weights for minimum diversion are: 

1963-64 14.1 percent of actual production. 
1964-65 14.4 percent of actiul production. 
1965-66 l8.2 percent of actual production. 

J>/ The average farm loan rate. 
k/ Average price received by farmers, at point of first sale, therefore 

is not net of the cost of loading and hauling. 
5/ Unweighted average of quotations. 



Table >- — Producer Returns and Market Prices for Grain 
Sorghums (Milo No. 2), United States 196>64, 

1964-65, 1965-66 

1963-64 

Per cwt."Per m.t. 

1964-65 

Per cwt.'Per m.t. 

1965-66 1/ 

Per cwt."Per m.t 

U.S. Dollars 
Producer Returns: 
Income 2/ 
Marginal j / 

Market Price: 
Average farm 4/ 
F.O.B. Gulf 5/ 

1.68 
1.71 

1.74 
2.21 

37.00 
37.70 

38.30 
48.70 

1.75 
1.77 

1.90 
2.18 

38.60 
39.00 

41.90 
48.10 

1.58 
1.65 

1.73 
— 

34.80 
36.40 

38.10 
-

1/ Preliminary estimates. 
2/ Average return for all producers of corn on basis of total capacity. 

This weights in the amount of grain sorghums estimated at 95 percent 
of normal yield. The weights for minimum diversion are: 

1963-64 l8.2 percent of actual production. 
1964-65 22.6 percent of actual production. 
I965-66 28.8 percent of actual production. 

_2/ The average farm loan rate. 
k/ Average price received by farmers, at the point of first sale, there

fore is not net of the cost of handling and hauling. 
5_/ Unweighted average of quotation. 



Table h — Producer returns and market prices for barley (*Io. 2 
two-rowed feed) United States 

1963-6U, 196U-6?, 1965-66 

1963-6k 
Per bu. Per m.t. 

lQGh-65 
Per bu. :Per m.t. 

1065-66 1/ 
Per bu. : Per m.t. 

-U. S. dollars-

Producer Returns : 
Income 2/ 
Cardinal 3/ 

.85 

.82 
39.00 
37.60 

.88 

.81» 
'+0.1*0 
38.60 

.75 

.80 
3U.U0 

36.7U 

Market prices: 
Average farm k/ 
f.o.b. Gulf 5/ 

• 90 hi. 30 .06 'ill. 10 .90 Ul.30 

1/ Preliminary estimates. 
2/ Average return for all producers of barley on the basis of total capacity. 

This weights in the amount of barley estimated at Q5 percent of normal 
yield. The weights for minimum diversion are: 

I963-6H - - - 13-0 percent of actual production. 
I96H-65 - - - 1*1.8 percent of actual production. 
19AS-56 - - - 23.5 percent of actual production. 

3/ The average farm loan rate. 
5/ Average price received by farmers at point of first sale, therefore, is 

not net of the cost of handling and hauling. 
£ / Not available on a meaningful basis. 


