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INTRODUCTION 

,s is generally recognized, an excessive wheat carry- 

over has developed in the United ,tates during the past decade. 

Hard red winter wheat, such as grown throughout the A3uthern 

and Central Great ylains, has accumulated in Commodity Credit 

Corporation stocks at an alarming rate and it now comprises 

the bulk of the total wheat supply. 

any programs and ideas have been advanced to solve 

the problem of domestic wheat abundance, yet huge carryover 

stocks remain acutely evident--particularly through the Great 

Llains. The hard winter wheat supplies have been so large as 

to prompt some economists and legislators to advocate a general 

restriction of wheat production on the treat Clains. 

The purpose of this paper is to determine the factors 

which have led to the huge wheat carryover and, more specifi- 

cally, to analyze the major factors behind the proportionately 

greater increase in hard red winter wheat carryover. it might 

easily be inferred from the large stocks of hard winter wheat 

that this particular class has only limited use, therefore, it 

is channeled into storage. Is this wheat actually useless or 

even nearly so Or have certain factors caused hard winter 

wheat to be priced out of portions of the domestic and export 

markets: To answer such questions is an objective of this 
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paper. 

It is the hypothesis of this paper that the existing 

marketing and pricing system has resulted in a concentration 

of surplus wheat in the class, hard red winter. It is con- 

tended that all producers do not now have equal opportunity to 

dispose of their wheat through the market. 20 illustrate this 

contention the effects of five major factors on hard winter 

wheat marketing shall be studied. 

the factors considered are (1) increased production of 

hard winter wheat in the :ventral .lains, (2) wheat transporta- 

tion structure, () price support programs, (4) export subsidy 

program, and (5) new wheat milling techniques. These factors 

will be considered as they affect the movement of hard winter 

wheat to both domestic and export markets. however, primary 

emphasis will be given to effects on movement to export mar- 

kets because the future expansion of wheat sales seems to lie 

in foreign markets. 

Ls will be discussed in a subsequent chapter, domestic 

food use of wheat has remained for the past fifty years at 

around 500 million bushels and total domestic utilization 

involves about 600 million bushels. 1,xports, meanwhile, have 

been quite irregular but have Gradually trended upward. nor 

the past two years exports have exceeded total domestic 

disappearance. 

In view of the potential overseas market, it is impor- 

tant that wheats of desired quality reach export points at 
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competitive prices. For only then can the United ,tates gain 

its full share of future world markets. Therefore, the know- 

ledr:,,e of how the factors discussed in this paper affect the 

ability of U. wheat to reach world markets should be of 

interest to market promotion workers, national policymakers, 

and wheat producers. 



CHAPTER I 

ANALYSIS OF WHEAT PRODUCTIUN AND CARRY0V2R 

Trends in L)omestic iroduction and 
Carryover of heat 

'Wheat production in the United states has trended up- 

ward since 1920, with some periods of relatively sharp expan- 

sion and with other periods of contracted production. 

Compared with the 1920-29 period, average wheat pro- 
duction during the 1930's was down 16 per cent, while the 
1940-49 average was up 29 per cent and the average for the 
1950's was 33 per cent higher. output has been suite 
erratic since 1947, largely because of drought periods 
in various sections of the Great ilains. iiowever, the 
experience of recent years indicates that the trend is 
still rising.' 

Overproduction has been a recurring problem for the 

wheat industry for nearly thirty years, and it has been a con- 

tinuous problem for over a decade. Overproduction has led to 

the development of costly carryover stocks which have become 

increasingly unpopular with Congress and the United ,tates 

taxpayers in general. out before discussing the size and 

composition of carryover stocks a more specific outline of 

production trends may be helpful. 

:heat production for any given year is directly 

1T. d. Manning and a. J. soil, The ::heat .,djustment 
Problem (Federal Neserve Bank of Kansas City, November, 1961), 
D. 30. 

4 
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dependent upon two variables, wheat acreage and yield. The 

number of acres depend primarily on government allotments and 

to a lesser extent on weather. Table 1 shows the past trend 

in seeded acreages, total production, and average yields. 

TABLE 1 

ACRES SEEDED, YIELD, AND PRODUCTION (1946-1963)a 

Year 
Acres Seeded 
(in millions) 

Yield Per 
: Seeded Acre 

(bushels) 

: :Production 
: (in billion 
: bushels) 

1946 71.6 16.1 1.15 
1947 78.3 17.4 1.36 
1948 78.3 16.5 1.29 
1949 83.9 13.1 1.10 
1950 71.3 14.3 1.02 
1951 78.5 12.6 .99 
1952 78.6 16.6 1.31 
1953 78.9 14.9 1.17 
1954 62.5 15.7 .98 
1955 58.2 16.1 .94 
1956 60.7 16.6 1.01 
1957 49.8 19.2 .96 
1958 56.0 26.0 1.46 
1959 56.8 19.7 1.12 
1960 54.9 24.7 1.36 
1961, 55.6 22.2 1.23 
1962 49.1 22.2 1.23 
1963° 53.2 22.0 1.17 

aThe Wheat Situation in the United States 
Missouri,-ZED s ociates Center, April, 1962), p. 

Wheat Situation, ERS, USDA (April, 1963) 
p. 26. 

bPreliminary 

c April 1 estimate of production. 

(Kansas City, 
9. 

, Table 10, 

As is pointed out in Table 1, seeded acreage has been 

decreasing while total production has oscillated around the 
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one billion bushels mark each year. This would indicate that 

there has been a significant increase in per acre yield. For 

the 1935-39 period, the average seeded acreage and produc- 

tion were 73.2 million acres and 759 million bushels.2 The 

average yield for this same period is calculated at 10.4 

bushels per acre. In the same manner, the average yield for 

the 1963 preliminary crop estimate was 22.0 bushels per acre, 

more than double the previous figure. 

Table 1 shows that yields increased sharply from 

1956 to 1958 when they reached a high of 26 bushels per acre. 

:mince that time yields have continued at high levels and 

have resulted in large crops. This is pointed out in Fig. 1 

which employs the 1947-49 period as a base. 

The trend toward increased yields has largely offset 

the total production effects of acreage restrictions. Yields 

are certainly influenced by environmental conditions, but 

they also seem to be inversely correlated with the number of 

acres seeded. This is partly because of the substitution of 

capital for land which has occurred as acreage is reduced. 

_also the long period of acreage reduction has taken place 

alongside technological advances in the wheat industry. New 

and improved wheat varieties which are more resistant to 

drouth, disease, and lodging have been developed. The use of 

fertilizer, irrigation, and generally improved management 

2 
'dheat situation, :economic Research ervice, USDA 

(No. 1781-7711, 1962), p. 20. 
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practices have also been growing. :_nd the land remaining in 

production after acreage is restricted is most often the land 

best adapted to wheat production. Thus, the farmer has 

retired his poorest land with each additional allotment 

restriction. 

Conversely, yields have increased little if at all 

during periods of acreage expansion. such periods are char- 

acterized by those during and immediately following 'Jorld ,:ar I, 

in the mid-20's, the mid-30's, and during and immediately 

after )rld tir. II. 

This last period roughly corresponds with the 1946-53 

acreage and yield information as shown in Table 1. .s acre- 

ages increase, larger areas of marginal land are brought back 

into production. 2armers tend to spread their time and 

capital over more acres Generally resulting in less intense 

cultivation and lower yields. The following discussion will 

help explain the existing trends in wheat yields and 

production. 

During and following both ',4orld .4ars I and II, high 
prices and generally favorable weather made it profitable 
to plow up grassland, particularly in the Jestern Plains. 
'Lush of the land broken during and after ..orld '.Jar I was 
abandoned with the advent of less favorable prices and 
weather. In the thirties and early forties, this land 
was returned to grass through artificial reseeding or 
natural revegetation. But during and after lorld Jar II, 
conditions were again favorable to a large plow-up of 
grassland. 

Host of these lands will produce high yields of wheat 
in favorable rainfall periods. They become marginal as 
low prices or unfavorable weather reduce income below 
costs of production. ,:iome lands with poor soils become 
marginal more quickly than lands with good soils. But 
different soils or classes of land usually are 



interspersed in most areas. 2heae factors would appear 
to preclude the permanent labeling of extensive areas as 
marginal for wheat production. 

Jata for iallace County, alansas, will help to illus- 
trate the problem that exists in some parts of the Great 
:lairs. whey are based on surveys in 1942 and an aerial 
check on land use in 1949, both of which were made by the 
foil conservation service. 

In 1942, more than a third of the cultivated land was 
in land classes VI and VII, not suitable for cultivation, 
more than a third was in class IV, subject to wind 
erosion and should be in crass half the time, and about 
a fourth was in classes II and III, suitable for cultiva- 
tion with proper conservation practices. These surveys 
indicate that the acreage of cultivated land increased 
from 203,000 acres in 1942 to 256,000 in 1949, an 
increase of 53,000 acres at the expense of rangeland. 
:ore than half of this increase (29,000 acres) was in land 
classes VI and VII. Prom 1942 to 1949, also, the acreage 
of wheat tripled, expanding from 3,1000 to 126,000 acres. 
.heat was seeded on only 19 per cent of the cultivated 
land in 1)42 compared with 49 per cent in 1949. i';ost of 
the cultivated land, including the plow-up, was devoted 
to the wheat rotation in 1949, as alternate wheat and 

- fallow is the usual practice in allace County., 

)uring periods of restricted acreages, guaranteed 

support prices tend to encourage better cultural practices. 

;hen farmers' wheat acreages are restricted, they tend to use 

more resources such as fertilizer, insecticides, and water. 

The result, other things being equal, is a general increase 

in wheat yields. 

discussion of total wheat carryover stocks will be 

beneficial before advancing into the production and carryover 

of wheat by classes. In this manner an indication of the 

overall size of the carryover problem may be obtained. 

3Charles a. 1:auheim, '.Darren 3ailey, and Della a. 
i:errick, dheat =-reduction: Trends -I roblems-Erograms-Cpportuni- 
ties for Adjustment, Agricult=Thesearch .3ervice, U3 DA 
TBulletin fo. 179, liarch, 1958), pp. 80-81. 
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Figure 2 readily illustrates the total U. J. wheat 

supply, distribution, and carryover from 1935 to 1961. As 

shown in Fig. 2, carryover stocks have been growing rapidly 

since approximately 1951. wince 1958, the amount of annual 

carryover equalled or exceeded the combined annual distribu- 

tion to domestic and export markets. 

The large carryovers are not solely the result of 

high production. The more affluent countries, such as the 

United states, have been experiencing a decreasing per capita 

wheat consumption. But while per capita wheat use is declin- 

ing in these countries, population growth is holding total 

wheat consumption nearly steady. Figure 2 shows domestic 

wheat consumption at approximately 600 million bushels for 

1961 of which nearly 100 million bushels are for feed, seed, 

and industrial uses. The remaining 500 million bushels are 

used for food and this portion of domestic use has been main- 

tained at about the same level as it was fifty years ago. 

Total consumption of wheat in the world is increasing. 

In developing countries where incomes are low, increasing per 

capita consumption and population growth both contribute to 

increasing total wheat use. Total wheat consumption is not 

likely to decline in the foreseeable future. Nome authorities 

expect per capita consumption to stabilize in the more afflu- 

ent countries as the higher protein foods are substituted 

for wheat products at a less accelerated rate. 

Nevertheless, the per capita consumption of wheat in 
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the U. in 1961 decreased one pound from that of 1960. 

This is a continuation of the post 'dorld var II trend from 

which the only variation was in 1958, when consumption showed 

a slight increase over 1957. 
4 

The extent to which the United states has sh ared in 

the developing world market is also shown in Fig. 2. It will 

be noted that exports have been much more variable than 

domestic consumption. i?or the years of 1960-61, the export 

market constituted a larger portion of U. . wheat distribu- 

tion than did the domestic market. The volume of U. a. wheat 

channeled into export trade depends greatly upon the size of 

the world wheat crop and upon the ability of U. traders to 

compete in terms of price and quality considerations. Many 

marketing authorities feel that the export market could be 

increased considerably if certain government policies were 

to be changed. They believe that the existing market struc- 

ture hinders the movement of much U. wheat to export 

channels. These points, however, shall be considered later 

in this paper. Nevertheless, it is felt that certain mar- 

keting hindrances as well as high production levels have con- 

tributed to the present carryover stocks. 

One point should be emphasized before proceeding 

further. Carryover stocks are not synonymous with surplus 

stocks. , portion of the present carryover is needed for 

adequate cereal food reserves in case of emergency conditions, 

4:h at Atuation (No. 177, February, 1962), p. 5. 
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either natural or man-made. But it is difficult to imagine 

an emergency situation which would require all the present 

supplies of wheat. 

Doll and fanning write, "The size of wheat reserve 

stocks needed by the United .states has been variously esti- 

mated at from 100 million to 1 billion bushels, the differ- 

ences in estimates resulting largely from differences in 

assumptions."5 They feel that the maximum total reserve 

needed for all purposes is around 400 million bushels under 

present conditions. ..ny carryover stocks above this level 

would be considered as surplus. They recognize that a defense 

can be made for almost any level of wheat reserves. 

The U31)L., in section 101 of the :gricultural 4-Let of 

1954, stated that the wheat reserve level should be not more 

than 500 million bushels and not less than 400 million 

bushels. 
6 

In November, 1962, -secretary Freeman indicated that 

the wheat reserve goal should be approximately 600 million 

bushels. The U...0. believes that the total carryover should 

be equal to about one-half of the total annual utilization. 

Using the U3D's estimate of 600 million bushels of 

carryover reserve, the United states had approximately 

5Nanning and ?ion, 2g. cit., p. 14. 

6 krice Irortrams, UJOA (Bulletin No. 135, prill 1957), 
p. 14. 

7Talk by Orville Freeman at the 40th :annual .Lgricultural 
outlook Conference, Jashington, D. 3., November 12, 1962. 
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600 million bushels of surplus wheat as of June, 1962. It is 

difficult to believe such a surplus condition will be toler- 

ated indefinitely. -- 
either the existing stocks must find a 

market or many wheat farmers may be forced to develop a voca- 

tion more useful than contributing to a growing commodity 

surplus. 

,:'heat Iroduction and Garryover la Glasses 

There has been a tendency in past years for agricul- 

tural policy planners, laymen, and even a number of farmers 

to think of wheat as simply one homogeneous commodity. But 

what millers and bakers have known for decades--that various 

wheats differ in their characteristics almost as much as corn 

differs from grain sorghums--has only recently become signi- 

ficant to some groups of national policy planners, farmers, 

and laymen in general. 

wheat grown in the United hates belongs to three 
quite distinct botanical species. By far the most impor- 
tant of these is Triticum vulgare, or common wheat, which 
comprises nearly 95 per cent of the total production. 
The two other less important species are Triticum durum, 
which comprises the amber and red durums, and TritICUE- 
compactum, which includes the red and white club wheats.8 

Durum and club wheats are grown in relatively small 

volumes and in concentrated geographical areas, none of which 

are in the 1\.ansas High Plains vicinity. Their carryover 

stocks have not been alarmingly large. In fact, durum has at 

times been in short supply, especially following the small 

8 
,. J. iyler, 3akin .science and '.2echnology (Ohicago: 

iiebel ublishing Go., )I Vol. 1,77 191. 
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1961 crop. iowever, with a record large 1962 crop, there is 

now almost a two year supply of durum. In view of the past 

variability of durum production this does not appear to be a 

critically large supply. Therefore, durum and club wheats 

are of no particular significance in terms of this paper. 

The common wheats are grouped into four major cate- 

gories--hard red winter, hard red spring, soft red winter, and 

white. The four classes are centered in different sections 

of the United -;tates. The geographical distributions for 

each class are presented in Fig. 3 which also indicates the 

relative sizes of the production areas. The indicated pro- 

duction boundaries are only approximate, with some local over- 

lapping of class production. s will be shown later, there 

is evidence that these boundaries have changed since the data 

upon which Fig. 3 is based were gathered in 1959. 

Much of the interest in production trends of the major 

wheat classes has arisen as a result of the lopsided composi- 

tion of present carryover stocks. The estimated carryover of 

all wheat stocks on July 1, 1962, was 1,304 million bushels. 

Hard red winter wheat accounted for 1,067 million bushels or 

approximately 82 per cent of the total carryover. Table 2 

indicates supply and distribution of classes for the period 

of 1952-1)62. 

Dahl summarizes the situation in an article from which 

the following data are taken. 9 host of the carryover has 

9.ieynold I.'. Dahl, "Classes of Abeat and the ;.:L;urplus 

Problem," The Northwestern Miller, April 16, 1962, pp. 30-34. 



Wheat Regions 

1. White. 
2. Hard red spring. 
3. Hard red winter. 
4. Soft red winter. 

Fig. 3.-- Distribution of Wheat in the United States, 1959 
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accumulated in the past decade. Cn July 1, 1952, the total 

carryover of wheat was only 256 million bushels. that 

time hard red winter wheat stocks were 97 million bushels, 

or only about 38 per cent of total stocks. Thus, the addi- 

tion of hard red winter wheat to carryover stocks in the last 

decade has been nearly 1 billion bushels. This represents 

over 93 per cent of the total wheat added to carryover in the 

last decade. 

L3TIMATEJ IHL:tT CARRYOVER BY jIJA33,) (1952-1962) a 
(1,000,000 BU.;lidij) 

Year Total 11RJ as 6' Jurun White 

1952 256 97 16 117 15 11 
1953 606 395 38 128 38 
1954 934 560 70 195 5 104 
1955 1036 677 50 172 2 135 
1956 1033 691 17 185 7 133 
1957 909 648 10 196 13 42 
1958 881 613 6 203 25 34 
1959 1295 939 21 251 19 65 
1960 1314 1006 10 218 14 66 
1961 1412 1109 12 237 16 38 
1962 1304 1067 24 187 5 21 

e.,1 heat situation, conomic Research .:service, U.DA 
(i;o. 179, June, 19&2), p. 23; (No. 181, October, 1962), p. 4. 

After this summary of carryover 

recognizes the rapid growth in relative 

stocks. Trends in production by classes 

reviewed to complete the picture. 

As would be suspected, hard red 

increased in relative production as well 

trends, one easily 

size of hard red winter 

should also be 

winter wheat has 

as in carryover. The 



following table shows that the percentage of total wheat acre- 

age which has been devoted to hard red winter wheat has in- 

creased steadily from 32 per cent in 1919 to 56.7 per cent 

in 1959. 

TAB LL 3 

LSTIlikTED PLRGENTAGL OF THL TOLtL RLAT kCRAG. THE 
UNITLD 00CUPIIA BY i;AOH CF TILL 5 OF 

kT 5-YLAR INTLRVAL3 (1919-1959) a 

iercentage of total wheat acreage for the years 

1919 1924 1929 : 1934 : 1939 1944 1949 1954 1959 

HRW 32.0 41.4 43.5 44.6 47.6 46.8 54.2 55.9 56.7 

HR3 24.2 22.4 22.0 23.2 20.9 24.0 20.8 21.4 19.5 

3R4 30.1 22.1 17.7 20.9 19.6 18.2 13.0 11.9 12.7 

WHITE 7.3 5.9 7.4 6.7 6.6 7.7 7.8 8.3 9.0 

DUIM 6.4 8.2 9.4 4.6 5.3 3.3 4.2 2.5 2.1 

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

a)istribution of the Varieties and ',,lasses of :heat in 
the United Jtates in 1759, agricultural Lesearch erviEZT-U357 
Bulletin 14o. 27, 2:ovember, 1960), p. 83. 

It is interesting to note that hard red spring and par- 

ticularly soft red winter wheats have undergone a decline in 

acreage with hard red spring dropping 19.4 per cent of its 

1919 percentage and soft red winter wheat decreased by nearly 

57.8 per cent of its 1919 percentage. These trends indicate 

that hard red winter wheat has displaced soft winter and hard 

spring wheats in certain areas of the country. The approximate 

locations of these hard winter substitution areas are shown 
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by comparing Fig. 4, developed in 1949, with 2ig. 3, drawn 

in 1959 and shown on a preceding page. 

A comparison of Figs. 3 and 4 indicates that the hard 

winter production area has, in recent years, branched east- 

ward into much of Missouri, Iowa, and Illinois. Hard winter 

wheat has also displaced hard spring wheat in portions of 

Jouth Dakota and Montana. Hard winter wheat evidently has, 

for some farmers in these regions, a comparative advantage 

over other classes of wheat; hence such wheats have been dis- 

placed by hard winter varieties. 

Dudley ,Aussell, at a speech in Minneapolis, summarized 

several of the factors which have accounted for the substitu- 

tion of hard winter for soft winter and hard spring wheats. 10 

He feels that most of the Central Plains states had nearly 

ceased wheat production before: 

the artificially high prices of recent years encouraged 
nearly every farmer in some counties to plant his per- 
missible 15 acre allotment. 6outh Dakota formerly 
raised mostly spring wheat and is still a large producer, 
but development of better yielding and better quality 
winter wheat varieties in recent years has caused a con- 
siderable shift from springs to winters. Jouth Dakota 
spring wheats are often rather high in ash, probably due 
to soil conditions, and consequently are discounted a 
few cents by flour mill buyers. Montana wheats are 
usually very high in protein and of excellent quality, 
but again thea has been a rapid shift to hard winters in 
recent years. 11 

Furthermore, there has been a concentrated effort 

10 audley LLussell, "The Demand for 4heat by Classes," 
Paper presented at the Marketing :seminar, inneapolis Grain 
Zschange, August 28, 1961. 

11 
Ibid. 



20 

Fig. 4.- Distribution of Wheat in the United States, 1949 
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toward development of better wheat varieties in the southern 

Great Plains, the home of hard winter wheat. This effort was 

brought forth primarily in the high Plains region because 

wheat is one of the few crops adapted to the semi-arid cli- 

mate. As a result, varieties were developed which were 

early maturing, more resistant to disease and lodging, and 

which were higher yielding. _,conomic incentives led to the 

substitution of higher yielding hard winter varieties for 

soft winter wheats in Hissouri, Illinois, Iowa, and other 

Central Plains states. 

The trend toward substitution of classes is most con- 

veniently illustrated in Table 4. ;testes shown are those 

which have undergone significant shifts in class production. 

They are compared on the basis of hard red winter and either 

hard red spring, soft red winter, or both, depending upon 

which of the two latter classes is appropriate to the state 

being considered. 

The foregoing discussion has shown that much of the 

total wheat carryover consists of hard winter stocks. It was 

also indicated that one reason for the huge hard winter 

carryover has been the increased production of hard winter 

wheat relative to hard spring and soft winter wheats. A fur- 

ther reason for the carryover of this particular class is 

indicated by consumption or utilization trends among the pri- 

mary wheat classes. During the period of 1958-1963, the total 

disappearance of Had wheat comprised 91.2 per cent of the 
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TABLL 4 

LERCLNTAG;L OF TOTAL 00GUYILD,.BY 
DOMINANT CLAa3ES I N S RLOThD 3TATLS (1945-1961)'' 

)ta.te and; 
Glass 

i'ercentage of the classes 

1919 : 1924 1929 1934 1939 1944! 1949 ! 1954! 1959 

Idaho 
17.1 27.8 26.4 30.5 36.7 37.5 42.1 42.9 44.0 

HR.) 20.6 14.9 7.5 5.8 6.4 5.1 4.9 7.3 4.6 
6.5 5.0 4,8 3.5 2.0 1.3 0.5 

Iowa 
HAW 55.0 86.0 89.1 91.8 89.9 95.7 90.6 84.9 90.9 
ita 42.1 11.5 7.9 6.6 9.6 4.0 9.1 13.4 7.8 

Missouri 
HRW 14.6 10.2 8.5 6.1 12.6 7.0 47.7 54.5 67.0 
3AW 85.1 89.8 91.5 93.9 87.4 92.9 52.3 44.8 32.8 

Montana 
TIJIW 23.6 19.9 15.5 20.0 21.6 28.6 27.9 32.2 43.6 
HRS 55.9 74.5 82.2 77.2 76.8 6).9 70.8 67.1 53.7 

New Mexico 
HRW 65.3 83.8 91.6 93.0 93.9 92.0 93.6 98.1 99.6 
WHIM; 

wilahoma 

20.8 7.6 5.0 2.4 1.6 1.1 0.1 

HRW 75.4 86.1 91.6 85.4 91.1 95.8 99.5 99.3 99.9 
JAW 24.3 13.9 8.2 14.6 8.9 4.2 0.5 0.3 0.1 

3. Dakota 
HAW 1.6 3.5 2.3 5.7 5.3 6.2 6.9 14.9 21.7 
HR3 79.9 52.9 55.7 72.7 71.6 84.7 84.6 82.7 75.4 
DURUM 18.5 43.4 41.3 19.0 18.9 7.9 8.5 2.4 2.9 

Texas 
HRW 35.6 78.6 85.1 92.0 92.5 93.7 93.9 97.2 95.8 

62.4 17.9 11.8 7.1 6.8 5.9 5. *6 2.2 4.2 

Utah 
ERd 34.4 52.0 53.7 54.8 64.2 54.0 80.8 66.8 71.4 
WHIM 53.1 42.4 41.7 42.0 35.5 44.5 19.1 33.2 26.7 

Wyoming 
iik 16.4 12.6 40.1 50.7 41.8 62.7 78.9 83.5 90.9 
HR3 48.9 69.6 45.6 36.9 50.4 33.4 20.0 13.3 8.1 
DURUM 28.5 16.2 13.3 10.7 6.1 2.5 0.9 AO. / 

aDistribution of the Varieties and Classes of ..heat in 
the United Mate in 1 2 agricultural esearch 3ervi-677US57 
rffUlletin No. 2 ,-17ovem er, 1960), pp. 79-82. 
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total HRU production. The comparable figures for JR01 and HRS 

wheats respectively, are 100 per cent and 104.6 per cent. 

For all wheat during this period, total disappearance accounted 

for 95.8 per cent of the total production. 12 ,,;() despite the 

recently large export volume total utilization of wheat has 

not quite equalled production. 

hen national agricultural policy planners view the 

size and trend in carryover figures their first impulse is to 

decrease acreage allotments. ouch has been the policy of wheat 

programs for the past several years. But with the intensive 

cultivation practices and resultant higher yields paralleling 

acreage restrictions, the effect on carryover stocks has been 

almost negligible. 

Though the size of overall wheat stocks may not have 

been appreciably affected by government wheat programs, the 

compostion of stocks has been materially affected. Hard red 

winter wheat has become the major portion of total carryover. 

iL seemingly logical step for U6D,i program planners to take is 

to further decrease allotments and to make acreage restrictions 

even more stringent for hard red winter wheat producers. This 

approach has been advocated by one of the present administra- 

tion's agricultural economists. John chnittker,in a 1961 

article, wrote the following. 

)espite the lack of precedent in wheat programs, un- 
equal reductions in marketing: among regions ought to be 
explored when a new marketing quota program is written. 

122i bures compiled from data in :heat Atuation 
(:.-lo. 183, pri1, 1963), p. 6. 
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2ubliely-sponsored retirement of land from grain, which 
has been a part of the marketing quota programs for wheat 
discussed to date, would also be concentrated in certain 
regions, especially the Great ilains, under such a pro- 
gram, not distributed proportionally in wheat growing 
regions. Ideally, it should not be simply "land idling," 
but useful land-use planning. Phis would raise difficult 
problems of community adjustment and would surely require 
heavy compensation. But progress in changing land use 
in the Great zlains and elsewhere is not impossible. 

Unequal regional reductions in wheat marketings would 
make the already difficult problem of allocation of mar- 
keting quotas among regions even more complex. But the 
comparative overexpansion of wheat production in the 
Great Ilains and the Northwest is a matter which will 
have to be faced, whatever form the wheat program takes, 
and it will be no easier if it is postponed for a few more 
years.13 

The above quote is indicative of attitudes currently 

held by several economists. The economic consequences to 

Great :laths farmers as a result of unequal reductions in 

regional wheat allotments are likely to be quite unfavorable 

when compared with the effects on wheat farmers of other 

regions. Thus, Kansas and other Great ilains farmers may 

possibly expect to receive a disproportionately large share 

of any further decrease in national wheat acreage allotments. 

3uch an action may be taken as a first step in correcting the 

huge carryover stocks, of which about 82 per cent consists of 

hard red winter wheat--wheat grown in the Great .:lains area. 

The decisive rejection of the 1964 crop wheat refer- 

endum indicates that producers feel a different attempt should 

be made to solve the wheat problem. But regardless of the 

type of wheat program in effect, this needlessly large wheat 

1 3John .;chnittker, "..heat and farm _Loney," 
imerican .economic .teview, Vol. LI, ,o. 2 (1.1ay, 1)61), p. 352. 
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stock, representing a sizeable taxpayer burden, will not be 

tolerated indefinitely. Hard winter wheat must find a market 

outlet or Great )1ains farmers must prepare to tighten their 

belts. she next several sections of this paper will deal 

with major factors which have caused much hard winter wheat 

to be funneled into storage rather than finding a ready 

market. 



CLW=TLA II 

01H EAT TRiiNSPORTATIC,N STRUCTUR, 

PAST AND PRESENT 

Any attempt to intensely study the history of trans- 

portation systems in the United 3tates would, of necessity, 

require more knowledge and experience than are available to 

this writer. Transportation is one of the largest basic 

industries, commanding 100 billion dollars annually, and its 

development has played a major role in the progress achieved 

in this country. 
14 

Because the transportation situation is so complex, 

only major developments with respect to wheat distribution 

shall be reviewed. Jevelopment of rail, truck, and barge 

transportation shallbe considered as well as the different 

carriers' effects on the others. :Finally, current costs of 

moving wheat by various carriers will be reviewed. Transpor- 

tation rates from Kansas and other Great -lains states to 

Gulf ports will be of interest, particularly when compared 

with rates from Central ilains states of Missouri, Iowa, 

Illinois, etc. These comparisons will aid in showing the 

14,. Thompson, "Cross Currents in Transportation," 
Taper presented to the Grain and Feed Management Conference, 
Manhattan, Kansas, i;ovember 28, 1962. 

26 



27 

effects which transportation rates have had on carryover 

stocks of hard red winter wheat. 

Jevelo;ment of -Ails, ::ates, and ::heat 
JistrinTran E1.ail 

railroad carriers have been the dominant haulers of 

wheat and wheat products since their youthful origins of 

around a century ago. The primary era of railroad expansion 

was in the approximate period of 1830-1910. Locklin describes 

the development as follows. 

In 1830, there were not more than 22 miles of railroad 
in use in the United Jtates. In 1958, there were 
218,399 miles. The decade of greatest expansion in the 
railroad net was the decade of the eighties. By 1890 
nearly two thirds of our railway mileage had come into 
existence; by 1900, more than three fourths. The peak 
in railway mileage was attained in 1916, when there were 
254,037 miles of railroad in the United Mates. since 
then the mileage has declined. In 1958, the mileage was 
over 35,000 miles less than in 1916.1> 

The large period of expansion in Kansas and other 

Great Plains states was from approximately 1870-1900. The 

rapid growth of railroads was primarily a result of aid 

extended by federal, state, and local governments. ,Albsidies 

were given in the form of loans, cash donations, large land 

grants, and certain exemptioms from local taxation. Land 

grants to railroads were the most important form of federal 

aid. 

In all, 89 separate grants were made, 17 of which were 
later forfeited for failure to carry on the construction 
work, leaving 72 grants under which land was transferred. 

15J. Locklin, .economics of Transportation (Homewood, 
Illinois: Iiichard i. Irwin, Inc., 60), pp. 83-84. 
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some idea of the magnitude of these grants to individual 
railroads is shown by the acreage received by the follow- 
ing railroads or predecessor companies: Chicago, Burling- 
ton, and ,uincy, 3,200,000 acres; Illinois Central, 
4,600,000; Chicago (1 lestern, 7,400,000; and Union 
pacific, 19,000,000. The largest grant was to the 
Northern acific, which amounted to over 41,000,000 acres. 
The total acreage patented to railroad companies under 
these grants was over 130,000,000 acres. This represents 
an expanse of land equal in size to rAchigan, Wisconsin, 
Illinois, Indiana, and nearly half of Chio.lu 

although aid extended to railroads by the federal 

government was enormous, the state and municipal governments 

also were huge donors. Locklin gives exa_aples of such dona- 

tions, two of which follow. 

In 1880, the :lorthern Iacific promised to extend its 
line to uperior, isconsin, if the city would give it a 
right of way into the city and one third of all lands, 
premises, and real estate in the city. The offer was 
accepted. )eattle offered the Northern lacific 7500 town 
lots, 3500 acres of land, ,50,000 in money, Y 200,000 in 
bonds, and the use of much of the waterfront for terminal 
purposes if the Npgthern lacific would make Jeattle its 
extern terminus.44 

In the face of such subsidy offers, it is small wonder 

than the railroad network expanded rapidly. This early rise 

in rail carrier systems provided rails with a monopoly situa- 

tion. :Development of highway systems did not earnestly begin 

until a half century after the expansion of railroads. at 

the same time, relatively few navigational improvements had 

been made on the inland waterway system. The rail carriers' 

monopoly position often led to the policy of chargin6 rates 

which the traffic would bear. ehis means that they granted 

16Ibid., p. 106. 

17Ibid., p. 101. 
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concessions to commodities that would not move at normal rates 

and, when not stopped by regulatory agencies, charged higher 

rates than necessary on traffic that would bear high rates. 

Nate discrimination between commodities was accomplished by 

grouping commodities into various classes for the purpose of 

applying class rates. ,A.so, special or commodity rates have 

been granted on articles for which the regular class rates are 

deemed unsuitable. 

She railroad structure in this country was developed 

primarily on an east-west axis in order to facilitate exchange 

between the grain and livestock producing midwestern region 

and the populous consuming and manufacturing centers of -astern 

..seaboard :Mates. The concentration of existing railroads be- 

tween these major areas is indicative of this east-west 

movement. 

cheat rates are also based on this west to east move- 

ment. Through rates are based on the distance between the 

originating station and the final market. -s distances 

increase, rates will also increase but not in proportion to 

distance. Thus, if B is two times farther than C is from 

the AB rate will be less than twice as much as the rate. 

This less than proportional increase in rates occurs because 

the carriers' cost of service increases less than proportional 

with increases in distance. 

Gradually transit privileges were incorporated into 

the rates as they were recognized to be in the public interest. 
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Under the transit privilege, wheat nay be shipped from a local 

elevator to a primary market or milling center where it can 

be processed or even stored for a period of time, then 

shipped on to final market at the applicable through rate. 

This privilege makes all processors lying between the wheat 

producing region and consuming region competitive with respect 

to rates. The granting of transit privileges accounts for 

the wide scattering of milling points across the country. 

Thus, the transportation structure has been histori- 

cally based on areas of production to the west and areas of 

consumption in the east. ibis structure featured the move- 

ment of commodities from west to east with transit points and 

terminal markets between the two areas. 

she importance of rail transportation to Kansas and 

other Great .ilains states is evident. This area produces 

large volumes of wheat in excess of its local requirements. 

Until the last few years, rail service was the only means 

available for the distribution of Kansas wheat to terminal 

markets and consuming centers. _recently increased trucked 

wheat has somewhat changed the situation, however, railroads 

are still the dominant carriers of wheat and other grains over 

long distances. 

Because the Great ilains area is so distant from 

export points and consuming centers, wheat grown in this 

region has always faced high transportation charges--higher 

than wheat grown in Illinois and other Central ilains states 



for example. But the spread between rail rates from Great 

.lains states and those from Illinois, iiissouri, Indiana, 

etc., to Gulf export points and the aastern seaboard has pro- 

gressively widened. This increased spread in rates is a 

result of the manner in which railroads have chosen to imple- 

ment rate increases. 

Locklin discusses the two primary methods by which 

railroads have increased their freight rates. 18 The first 

and most used method until the last few years is the percent- 

age increase in commodity rates. percentage increase places 

a greater absolute increase on shippers who formerly paid 

the highest rates. The rate increase will be relatively small 

to the shippers who paid the lowest rates before. Thus, 

the long-distance shipper is most adversely affected by per- 

centage increases in rates. The shipper who is nearer the 

market is least affected. 

In fact, the near producer may benefit from the rate 
increase because his distant competitors may be excluded 
from the market. ilany of the general rate increases of 
recent years have been of the percentage variety.19 

The other type of rate increase involves raising the 

rate a fixed amount per bushel, regardless of the length of 

haul. This is known as a per unit increase or a flat rate 

increase. .1.oposals of the railroads for rate changes in 

1958 and subsequent years included many changes of the flat 

18Ibid., p. 341. 

19Ibid., p. 39. 
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variety. An increase of this kind is equivalent to raising 

the cost curve uniformly among all wheat shippers. 

Table 5 shows the rail rate index for wheat from the 

post World Jar II years through 1961. It can be seen that 

wheat rates, on a national average, about doubled from 1945- 

1958. Table 5 also points out that there has been a trend 

toward decreased rates since 1958. Reasons for this downward 

trend will be discussed later. However, it should be borne 

in mind that, because of the popularity of percentage rate 

increases in the past, Great Plains wheat producers have been 

more adversely affected than the national average index shown 

in this table. On the other hand, wheat producers closer to 

export and domestic markets have been subjected to smaller 

increases than Table 5 indicates. 

TABLE 5 

RAIL FRIJGHT RATL INDEX FOR WHEAT (1945-1961) a 
(1957-1959 = 100) 

Year Index Year Index 

14 53 1954 89 
1946 54 1955 89 
1947 61 1956 94 
1948 73 1957 99 
1949 77 1958 101 
1950 79 1959 100 
1951 81 1960 99 
1952 87 1961 97 
1953 89 

a" 
iLarketing and Transportation situation, .conomic 

iesearch :>ervice, (,;o. 147, November, 1962), p. 14. 
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Percentage increases in rates have been dominant in 

the past because they provided rail carriers more revenue 

than would have been obtained from flat or per unit increases. 

This was particularly true as a result of their nearly mono- 

polistic transportation services. Dr. .. H. Thompson has 

stated that the decades of the 30's, 40's, and 50's: 

was a period during which railroads were virtually the 
only carriers of ag commodities over long distances. The 
rails charged what the traffic would bear. Not until the 
latter 50's did rails recognize trucks as being competitive 
carriers. During the period of 1946-1960, rail rates were 
increased until the resulting rates had risen 104 per cent 
(on a national average). The rail carriers' short-sighted 
view at that time was one of obtaining more revenue-- 
regardless of the effect that higher rail rates might 
have on th future traffic or volume of competitive 
carriers.2u 

The effect which higher rail rates have had on the 

traffic of competitive carriers shall be examined after a look 

into the development of truck and water carriers. During the 

analysis of this competition it will become evident why rail 

rates have declined since 1958 (as shown in Table 5). The 

resultant position of Great Plains wheat producers with 

respect to transportation charges will then be brought more 

clearly into focus. 

Development of Truck and later 3arriers, 
Their Influenci-TH-JEFit Distribution 

s was noted earlier, the period through the early 50's 

saw rail carriers holdinz; a virtual monopoly on transport ser- 

vices in the Great Llairs. Modern barge transportation on 

2 0Thompson, 
loc. cit. 
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inland waterways began in the 1920's with the use of the 

diesel engine to propel towboats. But the waterways were to 

receive much public aid in subsequent years which made water 

carriers more competitive for grain traffic. 

Intercity truck transport also began in the 1920's 

primarily in heavily populated regions of the :Last. But the 

rapid development of motor vehicles and improved highways has 

had serious effects on railroad grain traffic. The tremendous 

growth of truck transportation may be seen in the rapid 

increase in motor-truck registrations. The number of privately 

owned trucks in the United States, 1905-1958, is shown in 

Table 6. Note that the number of trucks more than doubled 

from 1945 to 1955. 

TABla, 6 

MUTOA-TRUCK .i.,.A.ISTRATIONS IN TEL UNIT:L!,D 611,,T-.L3a 

(l'AIVITLLY OWN: D) 

Year Number Year Number 

1905 1,400 1940 4,590,386 
1910 10,123 1945 4,834,742 
1915 158,506 1950 8,272,153 
1920 1,107,639 1955 9,893,410 
1925 2,483,215 1956 10,261,827 
1930 3,518,747 1957 10,492,617 
1935 3,675,865 1958 10,659,310 

a, 
Li. 1. Locklin :,conomics of Transportation (iiomewood, A I Illinois: chard J. Irwin, Inc.,-1966), p. 614. 

The rapid growth of the trucking industry can be pri- 

marily attributed to the Federal Highway :tots of 1921, 1944, 

and 1956. These Acts deemed highway construction and 
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maintenance to be in the public interest and they generally 

called for federal funds to be supplemented by the states on 

a 50-50 basis. Lif the ,42 billion authorized for highway 

purposes by the 1956 Act, "425 billion was to finance the 

construction of the National .system of Interstate and Defense 

highways. The federal government is to pay 90 per cent of 

the cost of the Interstate System; the states, 10 per cent."21 

Truck carriers are classified as either common, con- 

tract, or private carriers. 

The common and contract carriers are regulated by the 
Interstate Commerce Commission (as are the railroads), 
but they move grain on back-hauls during which time they 
are not subject to ICC regulations. The exempt or 
private carriers' routes and rates are not regulated by 
ICC for non-processed agricultural commodities. Private 
carriers are those owned or leased by elevators. Trucks 
on a back-haul have a rate advantage over railroads in 
so far as trucks can price on the basis of variable 
costs. sailroads, however, comprise a high fixed cost 
industry in which their rate structure must cover the 
cost of operating and maintaining their rolling stock, 
road beds, stations, etc. .;o1 much of the trucked 
grain moves on the back-haul with private truckers 
hauling primarily to the processors an4 contract 
truckers hauling mainly to terminals.2 

The growth in barge movement of wheat has largely 

paralled that of truck movement. ,dater transportation, like 

highway transportation but unlike railway transportation, is 

a mode of transport in which the way is provided and main- 

tained at public expense. Locklin gives several reasons for 

the growth of inland waterway systems. 

2 1Locklin, og. cit., p. 62. 

222 hompson, loc. cit. 
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First, inland waterway development was part of the 
program for conservation of natural resources, a move- 
ment that was strong during the administration of 
2heodore Roosevelt. -3econd, the rising freight rates 
after 1,)10, and particularly after the outbreak of 
dorld 4ar I, created a demand for cheaper forms of 
transportation. In the effort to throw off the burden of 
rising freight rates, the possibilities of water trans- 
portation were not overlooked. ,, third reason for the 
revival of interest was the belief that the development 
of waterways would keep rail rates down. rater trans- 
portation was seen as an automatic regulator of railway 
rates. fourth cause of interest in the movement was 
the belief that waterways were needed to relieve 
traffic congestion on the railroads. ,ecurring periods 
of traffic congestion were responsible for this belief. 
Lastly, waterway projects were pushed with vigor by the 
commun4ies and interests which hoped to gain by the 
policy.' 3 

Thus, a public desire for cheaper transportation 

initiated federal appropriations for construction and main- 

tenance of inland waterway systems. ihe lower rates charged 

by water carriers than are charged by rail carriers are ex- 

plained by the lower costs of water carriers. There is no 

user or maintenance charge for the use of waterways. .iater- 

ways, as well as highways, are maintained by the federal and 

state governments. If the cost of constructing and maintain- 

ing waterways, which is a social or taxpayer cost, is included 

in the cost of water transportation, it would be seen that 

the real cost is often much greater than the rates which are 

made by water carriers. 

kailroads have been one of the most outspoken opponents 

of public waterway and highway development and maintenance.24 

23Locklin, a. cit., p. 713. 

24 locklin, a. cit., p. 725. 
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The railroads argue that since water and highway transporta- 

tion is subsidized, a condition of unfair competition is 

created. The water or highway carrier can quote lower rates 

because they pay no user charges for their "road" systems. 

The railroad, however, has to maintain its roadbed and pay a 

return on capital invested in it. Jaterway and highway trans- 

portation has been developed on the theory that it is proper 

for the public to pay part of the costs of transportation. 

sail transportation has developed on the theory that the users 

should pay all the costs of operation. Alen the different 

modes of transport come into competition, those which are 

supported in part by public funds have a competitive advantage 

over rails. 

The next section will show that rail carriers have 

just cause for concern. It will be pointed out that Great 

Plains wheat producers, because of their dependence on rail 

transportation, should also be concerned with transportation 

developments. 

Carrier jompetition for Grain Traffic 

.s will be recalled, Table 5 shows that rail wheat 

rates have declined since 1958. This decrease represents 

rail carriers' efforts to meet truck and barge competition 

for grain traffic. itobert Haldeman, formerly with the .Lgri- 

cultural Marketing service, has broadly summarized develop- 

ments in grain transportation since 1958 with the following 

statement. 
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7-1 the Trans-)ortatioJI of 1.50., the tile of Hate 
faking of the 130 Act aas a:Iaaded to read: Rates of a 
carrier should not be het .1 III) to a particular level to 
protect the traffic of any other mode of transportation, 
giving due consideration to the objectives of the 
national transportation policy declared in this _xt. 

Ance this became effective, the Commission, carriers, 
and shippers have increased the use of carrier costs in 
zupperting ;rci.cscl r:_te charges. Loss of grain traffic 
by the rails and the 1958 provisions of the :.ct have 
encouraged the rails to reduce ruts,s where costs and 
competition support proposed adjustments. --,ail access- 
ional services h,ve been cut to rod,,loc CO3(3,;. Jelective 
piece-meal rate cutting has disrupted historic grain 
marketing channels that equalized grain transportation 
charges by rail from broad producing areas in the North 
Centra Region to numerous markets in the east and 
south.5 

dater carriers have been particularly successful in 

their bid for increased grain traffic. Much of their success 

can be attributed to their relatively low cost of moving 

grain. Thompson illustrated costs for the various carriers 

with the follo,linj figures (based on a national i;verage): 

barges, 3-5 mills per ton-mile; trucks, 17 mills per ton-mile; 

and railroads, 12-22 mills per ton-mile.`O The truck rate is 

based on the availability of a two-way or back-haul. 

As is generally recognized, rail grain traffic into 

the terminal river markets has been eroded by truck competition, 

trucks being able to undercut the conparativei; high rail 

charges.27 Beyond those markets a large percentage of grain 

25)bert 1. Haldeuan, "Researeb Findings on the Trans- , 

portation of Train," New Methods and Tools for Improving Agri- 
cultural Larketing, AFroultural MiTketing service, U3DA 
(July, 1961), pp. 166-169. 

262hompson, loc. cit. 

27Grain Transportation in the North Central .Legion, 
U3DYi (Bullet -in 490, July, 17177p. 26. 
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moves by water. The following- statements illustrate the 

trends in grain traffic of the competing carriers. 

Of the 1959 grain shipments from Omaha, less than 
1 per cent was by truck, about 5 per cent was by barge, 
and the remainder was shipped by rail. In 1954, about 
0.5 per cent of total shipments were by truck and barge 
combined. ;ail accounted for 73 per cent of total 
grain shipments from Minneapolis in 1959, compared with 
89 per cent in 1954. Barge shipments from Minneapolis, 

iaul, -iavage, and Lied Ang increased from 10 per 
cent of the total in 1954 to 27 per cent in 1959.8 

Much the same trend was noted in the Kansas Oity and 

Omaha market receipts.29 In 1958, 92 per cent of the total 

nongovernment grain shipments from country elevators to the 

Kansas City market moved by rail. Truck volume totaled over 

10 million bushels, 8 per cent of the total shipments. 

93 per cent of Omaha's receipts were by rail and the remaining 

7 per cent were by truck. In 1954, over 97 per cent of non- 

government grain shipped to these markets arrived by rail. 

Truck traffic increased from less than 3 per cent of total 

receipts to almost 8 per cent in this four year period. 

The trend toward truck and barge traffic has gained 

momentum in the last several years. This is the concensus of 

officers of the Kansas City Board of grade who gave the fol- 

lowim. figures on wheat shipments from lansas .;ity.3° In 

1955, the railroads handled 98 per cent of the wheat during 

98 
Ibid., p. 92. 

29Ibid., p. 39. 

Purnbull, "In the Grain Trade, " The 
Kansas City Aar, )ecember 23, 1962, and January 6, 173. 
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the barge season. By 1961, the rails had only 70.5 per cent 

of the business and in 1962, the rails dropped to 48.5 per 

cent. The barge percentages for these same years, respec- 

tively, were 2 per cent, 29.5 per cent, and 51.5 per cent 

during the barge seasons. 

Another significant factor which they noted was that 

nearly all of the wheat which went down the river by barge 

was hauled to river elevators by truck. In fact, truck rates 

lower than rail freight rates to Kansas City along with equal 

barge and rail rates to the Gulf provided the combination 

that boosted the barge and truck business. 4'hile exact fig- 

ures are not available, a close estimate is that from October 1, 

1961, through Octcber, 1962, 27,263,000 bushels of wheat were 

trucked into the Kansas City market. 31 

ziail carriers, in December, 1962, filed an application 

with the Interstate Commerce Commission for lowered rates from 

stations in Missouri, Kansas, Nebraska, Oklahoma, and Colorado 

to Missouri River terminals. Their reasons for rate changes 

included the increase in barge shipments on the Missouri 

Aver. They also indicated that a study revealed that nearly 

100 per cent of the wheat which was barged out of the river 

markets was received by truck. The only definite figures 

available on barged wheat are those for the Kansas City market 

and they were included in the rails' rate application.32 The 

31 Turnbull, ibid., January 6, 1963. 

32 Interview with George Hutchins, Tariff Manager, 
Kansas Motor Carriers Association, Topeka, Kansas, June 7, 1963. 
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figures furnished by the rail carriers are given in Table 7. 

TABLE 7 

RAIL AND BARG 'WHEAT JUIPMENT3 FROM KANSAS CITY (BU.)a 

Barge 
Season 

Barge Shipments 
Wheat All Grains 

Rail Shipments 
of heat During 
the Barge Season 

1955 985,400 1,221,700 47,023,200 
1956 3,373,921 3,922,490 42,984,000 
1957 2,968,226 3,147,789 37,261,800 
1958 4,775,430 6,070,607 34,068,600 
1959 5,116,438 9,211,483 25,497,000 
1960 11,970,212 19,469,220 41,596,200 
1961 15,863,425 20,876,466 37,706,680 
1962 27,897,006 31,309,656 26,981,980 

a 
Data' provided by George Hutchins, Kansas Notor 

Carriers Assoc., Topeka, Kansas. 

dater and truck transportation are indeed an advantage 

when they are accessible. Thus, for those producers along or 

near navigable rivers, barge 

local market prices. Leslie 

Plains =heat, Inc., outlined 

wheat producers with respect 

facilities and charges. 

transportation has enhanced their 

Sheffield, formerly of Great 

the situation of Great .lain 

to relative transportation 

What has hurt the Great ilains states most in trans- 
portation is that the railroads have increased their 
freight rates on a straight percentage basis thus penal- 
izing the area of longest haul. Also, while barge and 
truck movements of grain have increased enormously, 
according to studies conducted by the USDA, unfortun- 
ately the Great Mains is a semiarid region and we are 
not blessed with large rivers which can float barges with 
9 to 12 foot drafts such as you find farther east and 
in the l'acific Northwest. Truck movement of grain has 
increased in our region but because of the length of 
haul and the difficulty of obtaining back-hauls, the 
costs are higher than from many other producing 
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regions. Aith grain traded on an eighth to a fourth cent 
per bushel for both domestic and export sales, it is 
not difficult to understand why we have so many white 
concrete monumwts full of grain stranded in our Great 
Plains region.. 

itlthough Great :Plains producers have been able to take 

advantage of transportation rates lower than those of several 

years ago, they still face higher carrier charges than do the 

hard winter wheat producers of 4:.astern Nebraska, Kansas, and 

Oklahoma, and Iowa, Missouri, and Illinois. Zhese high trans- 

portation costs are a major reason for the pile-up of wheat 

stocks in the Great Plains. Various carrier rates from the 

different states to Gulf export points are discussed in the 

following section. Detailed tables of rates are shown in the 

Appendix. 

'he transportation rates show that hard winter wheat 

can be delivered to New Orleans much more cheaply from 

Illinois and hissouri counties than from the Great .Plains 

regions farther west. To qualify for an export subsidy an 

exporter needs only to supply wheat that meets the specified 

federal grade. Because of its relatively low cost at Gulf 

ports, Mississippi and Missouri River Basin wheat will first 

come under the scrutiny of the exporter. Great Plains wheat, 

because of its greater distance from export points and corre- 

spondingly higher transportation charges combined with exist- 

ing basic loan rates, will move to export only after the 

33Leslie Aleffield, "i,ctivities of Great Plains Jheat, 
Inc.," New Methods and '.tools for Improving Arxicultural Mar- 
keting, AgrICTITEUFal Marketing Service, (July, 196177- 
pp. 168-169. 



43 

river basin wheats have been sufficiently picked over. This, 

then, is the manner in which transportation rates have aided 

the growth of carryover stocks in the Great Ilains area. 

2.1though hard winter wheat grown on the Great rlains 

is recognized as being superior in bread baking quality to 

the hard winters grown in Missouri, Illinois, and Iowa, 

Great Plains wheat is also higher priced at many domestic and 

export markets. :end it is the price -- quality relationship 

that determines which wheats will be moved onto the markets. 

The size of carryover stocks in the Great irlains indicates 

that the superior quality of this wheat has not been enough 

to offset the adverse transportation charges. Consequently, 

lower quality hard winter wheat grown closer to the Gulf 

ports has been purchased and exported while Great Plains 

wheat has largely gone into carryover stocks. 



CHAPTER III 

ANALYSIS OF THE PRICE SUPPORT 

PROGRAM FOR ',1HEAT 

that originally began as a price stabilization pro- 

gram in 1933 has gradually grown into the presently immense 

Commodity Credit Corporation. The development of federal 

programs has prompted Geoffrey shepherd to summarize past 

events with the following statement. 

The original objective of the storage programs in 
2_933 was to operate them as price-stabilization programs 
to stabilize the prices of farm products against year- 
to-year variations in production. 

In actual fact, however, the programs soon began to 
7o further than this. after the first few years, the 
Objective changed from merely stabilizing prices to 
stabilizing them upward. Loan rates were set above the 
average-weather-crop levels, at certain percentages of 
parity prices. This raised the level of prices as well 
as stabilized them against variations in supply. This 
high level of prices stimulated production, reduced con- 
sumption, and led to the accumulation of unsalable 
surpluses in storage. 

The storage programs had some supporting effect on 
farm prices and income. Eost of the gain in farm income, 
however, was only temporary. It was attained because 
quantities of feed grains and wheat were removed from the 
market and held in government storage. some of this 
grain was disposed of abroad under ublic Law 480 and 
other subsidy programs. The major share, however, seems 
destined for the domestic market. :Lien it is eventually 
released into domestic channels, it will depress prices 
and incomes about as much when it comes back on the 
market as it raised them when it was taken off. There 
will be no net gain so far as those quantities are con- 
cerned over the period as a whole. lost of the gain was 
borrowed from the future, and when the future arrives, 
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it will have to be paid back.34 

Review of Price .,support irovrams 

The farm agitation of the late 1920's which led to 

the agricultural policies and programs of the 1930's arose 

out of the widespread dissatisfaction with the prevailing 

agricultural prices. 

rearm prices fell sharply after 1928 and aggregate 
net farm income was nearly zero by 1932. ath those 
developments, the immediate goals of farm people 
crystallized. To re-establish their income position by 
creating conditions in agricultural markets which would 
raise farm prices became almost an exclusive goal of 
farm policy. If a bit of individual freedom was about 
to be lost, few took note in 1933; fewer still mourned 
its loss. Lack of income had imposed its own unique 
restraints on farmers for the preceeding decade., 

The Agricultural Ldjustment Ixt of 1933-1936 was one 

of the many measures enacted to revive the U. economy from 

its depression depth. It was declared to be the policy of 

Congress to establish and maintain conditions so that farm 

prices would be at levels such that farm commodities would 

have purchasing power equivalent to their purchasing power 

in the period of 1909-1914. This introduced the concept of 

parity prices and parity incomes for farmers. 

Reduced farm production was recognized to be a neces- 

sary condition to achieve the objectives of increased farm 

34Geoffrey :shepherd, .Appraisal of the Federal Feed 
Grains .lroiram, Agricultural and Home conTircs Lxperigaa 
Station, Iowa state University, Ames, Iowa (Research Bulletin 
No. 501, January, 1962), p. 350. 

35John 3chnittker, Jheat i'roblems and ProKrams in 
the United :_;tates, University 37nissouri, Conaia, Mo. 
7research Bulletin No. 753, ieptember, 1960), p. 8. 
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prices and incomes. 1=or wheat, these objectives were to be 

achieved through a voluntary domestic allotment program in 

which participating farmers received cash payments. "Com- 

paratively large price increases were expected to follow 

relatively small reductions in output, and farm income from 

wheat was expected to rise accordingly." 36 

The soil Conservation and Domestic .11otment ,ct 

which was in effect during 1936-1938 was very similar to the 

A:it of 1933. Both Acts were products of the depressed economy 

and both had increased farm income as their goals. 

The 1938 i;$.A is significant for its price supporting 

method. "The basic mechanism for supporting the price of 

wheat and the incomes of wheat producers was established in 

1938 and has not changed materially to 1960."37 National and 

farm marketing quotas were to be announced and put into effect 

upon approval by producers. Individual farm acreages were 

defined as well as the conditions under which they were to be 

in effect. The Commodity Credit Corporation was directed to 

make available nonrecourse price support loans on wheat. This 

method of operation was designed to divert enough wheat from 

market channels to keep prices at or near pre-announced levels. 

The acreage reduction was to minimize the quantities diverted. 

The loan rate level under then of 1938 ranged from 

52 to 75 per cent of parity. Airing .tar II, the kAA 

361bid., p. 9. 

37Ibid., p. 11. 



47 

was amended to support the 1941 wheat crop at 85 per cent of 

parity. .t the same time, producers with not more than 15 

acres of wheat were exempted from marketing quotas. The 

Stabilization ,,ct of 1942 provided price supports for wheat 

at 90 per cent of parity for at least two years after the 

official end of oiorld Jar II. Price supports for wheat at 

90 per cent of parity finally ended with the 1955 crop. Dur- 

ing subsequent years, a flexible support program called for 

falling support rates as wheat stocks increased in size. 

,10,d what was the result of high loan rates? shepherd 

states, "This high level of prices stimulated production, 

reduced consumption, and led to accumulation of unsalable 

- surpluses in storage."38 _schnittker adds: 

since 1952, the average U. 3. farm price (for wheat) 
has seldom been above the loan rate and there were few 
opportunities to sell grain, pledged under a price 
support loan, at a profit in the market. 4.bout eighty- 
five per cent of all wheat placed under loan or purOase 
agreement since 1952 has been delivered to the OCC., 

Effect of Irice support Programs on the 
harketinK of Great Plains ,iheat 

4.,.s will be recalled from a previous section, over 97 

per cent of the addition to total wheat carryover since 1952 

has consisted of hard red winter wheat. she high levels of 

price support have been instrumental in diverting this wheat 

to storage. 'but even more important has been the method of 

383hepherd, cak. cit., p. 355. 

390chnittker, .heat Problems and irograms in the 
United states, p. 16. 
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computing county loan rates. 

4heat eligible for support rates must be wheat of any 

class grading Number 3 or better except for wheat which, be- 

cause of its test weight only, grades 4, 5, or .ample grade. 

weevily, eroty, or treated wheat is not eligible. .,:or all 

practical purposes, any wheat grown in the commercial wheat 

area is eligible for price support providing the producer 

planted within his allotment. The basic support rate for 

1)62 crop wheat as issued in a county applies to Number 1 

grade regardless of the class. Lower grades are supported at 

discounts and wheats having a sedimentation value of 40 or 

above are supported at premiums, the premium increasing as 

the sedimentation value increases. premiums on previous 

crops were based on protein content and premiums for the 1)63 

crop are based on both protein and sedimentation values. 

Basic support rates are first established for wheat 

stored in warehouses at designated terminal markets. These 

rates apply to wheat that has been shipped by rail to the 

terminal storage point. The basic rate for a ,riven county is 

based upon the applicable terminal market rate less rail 

freight and elevator handling charges. 

Thus, a county's loan rate depends on the county's 

geographical location with respect to the applicable domestic 

market. This was a logical basis for determining loan rates 

as long as the large bulk of wheat moved to domestic markets. 

But with the advent of iblic Law 480, _Cool for y 'eace, etc., 
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and increased cash export sales, over half of the annual 

wheat disappearance is through export channels. 'let the 

support rates are still tied to the domestic market. 2he 

result of this situation has been to divert large amounts of 

areat Jaains wheat into storage facilities rather than into 

market channels. 2he high loan rate, in conjunction with the 

transportation structure, has priced much of the Ilains-pro- 

duced wheat out of the export market. This is because the 

loan rate acts as a price floor above which the cash market 

must rise if wheat is to be diverted away from Commodity 

Credit Corporation stocks. 

Consider the case of a commercial exporter at the 

Gulf who is buying wheat to fill a contract with a foreign 

buyer. 2he exporter is required to deliver wheat of the 

federal grade specified in the contract. ale will attempt to 

do so by purchasing wheat that has the most favorable price. 

uppose that wheat prices at the .:gulf are represented by the 

loan rate of the originating county plus the lowest cost 

transportation rate to the Gulf port. 'able 8 shows the cost 

per hundredweight at the Gulf of hard red winter wheat from 

selected counties both in and out of the Great ]lains area. 

fable 8 shows that the cost of hard winter wheat 

originating in Illinois and Eissouri counties as well as in 

counties of _astern Kansas, Nebraska, and Oklahoma is much 

less than the cost of hard winter wheat originating in Great 

lains areas of :estern Kansas, Nebraska, and vklahomal and 



50 

TiiBLi, 8 

COST OF HAaD PINT ::R WHEAT DELIVLRED AT GULP FROM 
SELLOM COUNTIII;S 

County 
and 
State : 

'viheat Aail : Barge or ! Truck or ! 

acreage: rate :barge-rail:truck-barge:1962. Minimum 
in RRJ : to : rate to : rate ito :loan: cost at 
wheata :Gulfb : Gulfb Gulfb 'rate: Gulf 

Des Moines, 
Iowa 

Adams, 
Ill. 

Tazewell, 
Ill. 

Choctaw, 
Okla. 

Chariton, 

Dewey, 
Okla. 

Ray, 
No. 

Buchanon, 

Atchison, 
bans. 

Jewell, 
Kans. 

Cheyenne, 
Kans. 

Kingman, 
Kans. 

Morrill, 
Nebr. 

Arthur, 

(per cent) 

86.5 

94.8 

93.7 

100.0 

92.5 

99.9 

98.7 

98.7 

99.5 

100.0 

100.0 

100.0 

98.4 

96.7 

(cents per hundredweight) 

411110 41111, 66.0 18.80 

WO MID 32.5 18.80 

MID MIMI 32.5 16.85 

ONO OM 44.5 33.00 

45.5 24.20 
SOP mar 45.5 41.00 

0101 58.0 24.20 

NOIR O. 58.0 26.95 

010 am. 58.0 26.95 

*SO . 58.0 42.20 

11.11* .110. 70.0 54.20 

41111.0% 59.5 44.20 

OMB.. 80.0 61.20 

ONO OM 61.20 

(dollars per 
cwt) 

3.37 3.56 

3.38 3.57 

3.43 3.60 

3.32 3.65 

3.45 3.69 

3.3o 3.71 

3.48 3.72 

3.50 3.77 

3.5o 3.77 

3.37 3.79 

3.25 3.79 

3.35 3.79 

3.22 3.83 

3.25 3.86 

average percentage for the crop reporting district in 
which the county is located. 

bRefer to Appendix for detailed tables of rail, truck, 
and barge wheat transportation rates. 



51 

Eastern Colorado. 

However, Table 8 fails to show to the full extent the 

difficulty of moving Great Plains wheat to export points. 

The marketing problem caused by high basic loan rates in Plains 

counties is compounded by the schedule of support premiums 

developed for sedimentation content. This schedule for the 

1962 crop is shown in Table 9. 

TABLE 9 

SEDIMENTATION PREMIUM SCHE'DULL FOR 1962 CROP HARD ',MEAT 

Sedimentation : 

value 
Premium 
per bu. 

0 

Sedimentation 
Value 

Premium 
; per bu. 

40 30 53 144 
41 3 54 15 
42 3 55 16 
43 4 56 17 
44 5 57 18 
45 6 58 19 
46 7 59 20 
47 8 60 21 
48 9 61 22 
49 10 62 23 
50 11 63 24 
51 12 64 or above 25 
52 13 

The sedimentation value indicates a wheat's gluten 

quality. Protein content, used as a premium basis in pre- 

vious years, indicates a wheat's gluten quantity. The grain 

trade is still basing premiums in the cash market on the 

basis of protein content. The feeling of the grain trade has 

been that a wheat's sedimentation premium prices it above what 

the market considers to be the actual value of that wheat. 



52 

2he result is that high sedimentation wheat has a loan value 

so high that the cash market will not pay sufficiently to 

, bring the wheat on the market. 40 consequently, higher sedi- 

mentation wheats often are diverted into 000 stocks. 

the source of high quality hard red winter wheats is 

almost universally recognized to lie in the Great :1 ins pro- 

duction area of iestern Kansas, Nebraska, Oklahoma, and 

astern Colorado. edimentation premiums in these areas are 

desirable to the farmer in the short run in that they increase 

the net loan rate and provide an upward push to the cash 

market. Jut such premiums will be undesirable to these wheat 

producers if the high loan rates price wheat out of the cash 

markets and direct it into government stocks. 2he long run 

result of concentrating hard winter wheat in carryover stocks 

is likely to be a heavy decrease in hard winter wheat acreage 

allotments. 
41 

,.olitical pressure could rapidly bring such 

acreage reductions in the Great If high price supports 

in the Jlains require drastic acreage reductions, it is doubt- 

ful that such supports will be in the long run interests of 

_lains farmers. 

In reviewing, effects of the price support program on 

Great 'plains wheat movements, it should be noted that the 

program was developed and is still administered on a domestic 

40oderick Turnbull, "In the Grain Trade," The Kansas 
City, ..Aar, February 10, 1963. 

41Thi 
s is the feeling of )r. Leonard .3chruben as 

stated in an interview with ...:oderick Turnbull. gee Turnbull, 
ibid., November 4, 1362. 
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basis. County loan rates are based on an easterly movement 

of wheat to terminal markets and wheat products to consuming 

centers of the .Nast. County rates are the applicable terminal 

rate less rail transportation and handling charges. 

Lowever, over half of the wheat annually distributed 

finds its way into an export market. /heat in iestern Kansas, 

for example, because of its high freight charges to a shipping 

port, is not worth as much to an exporter as is the same class 

of wheat in Illinois or Lissouri. Yet, as shown in Table 8, 

wheats in these varied locations have nearly the same support 

rates. This is because they are located at nearly equal dis- 

tances from terminal markets. ::11 exporter can much easier 

pay the loan rate plus freight charges for wheat in Illinois 

than he can for wheat in estern Kansas. Jis long as Illinois 

wheat will satisfy the federal grade specified in an exporter's 

contract, the exporter will first purchase that wheat. Thus, 

wheat in .extern Kansas will be purchased only after the 

available supplies of Illinois, Lissouri, and other low 

freight origins are exhausted. 

To make the loan rate program a truly price-supporting 

Program in the Great ]lains rather than an almost automatic 

acquisition program for hard red winter wheat, county loan 

rates should be based in part on the export market. ,ot only 

have export markets been the dominant outlet over the last 

few years, but they seem to hold the promise of future 

expansion. 
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A county's loan rate, when based on the export mar- 

ket, would be the applicable export market loan rate less 

freight and handling charges to that market. The Gulf points 

are the primary export markets for hard red winter wheat 

grown in Illinois, Missouri, Iowa, Texas, Oklahoma, Kansas, 

Colorado, Nebraska, etc. Under this basis, the loan rate for 

a county in 'viestern Kansas would be much lower than the loan 

rate for an Illinois county. For example, Cheyenne County in 

Northwestern Kansas had a 1962 loan rate of '4.95 per bushel; 

whereas Adams County, Illinois, had a rate of ;i2.03 per 

bushel. If the loan was based on the New Orleans export mar- 

ket, it would be the New Orleans loan rate less transportation 

and handling charges. The 1962 loan rate at New Orleans was 

c2.47 per bushel. The rail rate from Cheyenne County, Kansas, 

to New Orleans is 420 per bushel. 
42 

The freight charge plus 

an estimated handling charge of 70 per bushel would make the 

Cheyenne County loan rate 01.98 per bushel. The Adams County 

rate would be ;2.47 less rail freight charges of approximately 

200 and handling charges of 70, or approximately ;;2.20 per 

bushel 

Although the Kansas farmer would probably realize a 

smaller net return per bushel on his wheat as a result of the 

lower support rates, the cash market could acquire a relatively 

42Refer to Table 1 of the ppendix. 

43 
Approximate rail rate furnished by Joe Lynch, for- 

merly of the Kansas City Board of Trade, in an interview on 
July 18, 1962. 
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larger share of the wheat. The loan rate would become a price 

stabilizing factor rather than a price which results in 

government acquisition of the bulk of the wheat. This would 

alleviate the tendency of hard red winter wheat of the Plains 

to end up in carryover stocks. Furthermore, political 

pressure to decrease Plains wheat acreages because of the 

huge carryovers would be reduced. 

Cu the other hand, hard winter wheat grown in Illinois, 

Missouri, and eastern Kansas, Oklahoma, and Nebraska would 

more likely be diverted into carryover stocks. This would 

result from the inferior bread-baking quality of wheats grown 

in these regions. Great Mains wheat is recognized to be of 

superior bread-baking quality and is the type wheat most 

wanted by foreign representatives as illustrated in Table 10. 

Though Great 1-lains wheat is of superior quality, it 

is also much higher priced at Gulf markets than is wheat 

grown along the Mississippi Basin system. The price-quality 

relationships of wheats determine which wheat will be utilized. 

Under the present combination of price supports and trans- 

portation charges, Great Plains wheat has been regularly 

priced above its true value as determined in the cash mar- 

kets. Thus, it has added heavily to total carryover stocks. 
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TABII, 10 

AL:,UIRiliENTj IN FORi;IGN COUNTRIL3a 

.Nola 
ustria 
Belgium 
Brazil 
Burma 
Ceylon 
Columbia 

Dominican .republic 
cuador 

-1 :)alvador 
Finland 
French .eet 
Ghana 
Greece 
Guatemala 
Haiti 
India 

Italy 
Japan 

Yauya 
Korea 
Mozambique 
Netherlands 
Nicaragua 
Nigeria 
Iakistan 
Peru 

Phillippines 

,;pain 
mitzerland 
Thailand 
United Lingdom 
Uruguay 
Venezuela 
Central and .youth America 

800 soft, 20:, hard--all imported 
Hard, high protein, strong gluten 
High quality hard winter 
High quality durum; HRW 
ihite 

: :heat flour 
High quality durum; Ago. 1 HMI, 

13 protein 
High qiia3ity durum 
No. 1 HRW, minimum 13A; protein 
Hard winter and spring 
Hard, high protein, strong gluten 
Bulgor 
high quality wheat flour 
lard, high protein, strong gluten 
Hard wheat; durum 
High quality durum 
itrong preference for white; hard 
red winter (less than 15,1 
moisture) 

Durum, hard winter 
Government policy favors U. 3. hard; 
bakers' requirement is soft or 
lower grade wheat for noodles 

Strong gluten 
'3oft white 
Hard 
Recleaned hard winter 
High quality durum 
High quality wheat flour 
Bulgor 
No. 1 hard winter, 12-14% protein 

(uniform gluten strength) 
Dark northern spring; would like 
16-170 protein wheat 

11-, protein 
Hard winter (low absorption) 
Theat flour 
Hard 
Hard winter 
Durum 

. Hard wheat to blend with domestic 
soft wheat 

a Leonard chruben, ".,uality of Hard wed iinter iheat in 
Relation to narketing and Production -fficiency," Iroceeding0, 
Ninth hard Aed Hinter heat .jorkers Conference, Univ. of Nebr., 
rauary-mTc: 1962. 



GHAITEa IV 

ANALY3I3 OF THE EXPORT ZB6IDY :LtOGRAM 

FOR WI AT 

The term, subsidy, is widely used and appears to refer 

to different types of aid depending on the industry or group 

of persons with whom it is associated. Yet the general impli- 

cation denotes the use of public money to aid or promote a 

private undertaking which is deemed to be in the public inter- 

est. The wheat subsidy program was developed to aid in the 

disposal of surplus wheat stocks, an undertaking which de- 

creases storage and other carryover costs associated with 

surplus stocks. 

, government subsidy is required to export U. 3. wheat 

in order that it may be sold on a competitive basis in foreign 

markets. It will be recalled from the previous chapter that 

price support programs have served to protect wheat prices for 

American farmers. These supports have resulted in high 

domestic wheat prices--prices generally higher than those on 

the world market. One study of wheat exports has stated: 

Due to price support programs, the domestic price of 
U. 3. wheat is about 25% above the price of wheat in the 
world markets. U. 3. wheat would therefore not sell in 
a foreign market at a price equal to the U. 3. domestic 
price plus the ocean -reight of transporting the wheat 
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to the foreign market. 
44 

Thus, various subsidies have been developed to move wheat into 

export markets at competitive world or international prices. 

U. governmental programs for expanding exports of 

wheat (and other commodities) may be grouped into two main 

categories: (1) surplus disposal programs such as Public 

Law 480 through which wheat grants, donations, loans, barter, 

and sales for soft currencies are made to foreign countries; 

and (2) direct subsidies of payments in kind to commercial 

exporters. 
45 

The payment in kind is made in the form of a 

certificate which allows the exporter to draw on Commodity 

Credit Corporation wheat stocks. This second form of govern- 

ment program, the direct subsidy, is the one with which this 

chapter is concerned. 

Before 1954, wheat was the only grain commodity to 

be subsidized for export.46 This subsidy worked within the 

framework of the International Jheat :agreement. In 1954, the 

U3D1 developed an export subsidy for feed grains. In 1956, 

a wheat export subsidy program was inaugurated which required 

wheat for most exports to be drawn from private rather than 

from CCC stocks. 47 rayments to exporters were changed from 

"James 2. Eahar and John Gilmore, analysis of ,heat 
Jubsidies: The -1Lx ort of Great Ilains 'dheat, Denver i:ZeseaFFE-- 
Institute, UnVers y onDenver (March,-T71), D. 19. 

45aymond F. Eikesell Aiwicultural Jurpluses and .2c- 
port Policy ( dashington, D. C.: American ialterprise Assocri- 
tion, February, 1958), p. 32. 

46 Ibid., p. 17. 

47WheAt jituation, (No. 180, august, 1962), p. 7. 
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cash to payments in wheat. This program is still in effect. 

The subsidy paid to exporters is basically the differ- 

ence between the domestic price at the relevant export loca- 

tion and the price as determined by the international market. 

The instrument of subsidy payment is the wheat certificate. 

The value of the certificate is calculated by multiplying the 

number of bushels exported times an export payment rate which 

the COO determines to be applicable to the exportation. The 

certificates are transferable and the wheat redeemed by them 

must also be exported. 
48 

Determination of an -xport Jubsidy Rate 

How is the subsidy or export payment rate calculated? 

Factors considered in setting the daily rate include (1) type 

of wheat, (2) port location, (3) domestic cash price at that 

port, (4) a selected foreign market, (5) shipping charges to 

that market, and (6) the wheat price of the chief competitor 

in the foreign market. 
49 

To illustrate, consider the Gulf port of Galveston as 

the selected port and the domestic cash price of ordinary hard 

red winter wheat in store at Galveston is 2.30 per bushel. 

suppose further that the .,uropean market is selected as the 

foreign market. The .,,ntwerp-Aotterdam market may be considered 

as representative of the 1,uropean market for this example. 

48Mahar and Gilmore, op. cit., p. 23. 

"Mahar and Gilmore, op. cit., pp. 19-21. 
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The delivered price of U. -J. wheat must be in line 

with the price of its chief competitor which in this case 

might be Manitoba o. 3, a Canadian wheat. Juppose the price 

of Canadian wheat delivered to Antwerp-ii.otterdam is ,2.00 per 

bushel. assume that the USDA believes the delivered price of 

ordinary hard red winter should be ;1.90 per bushel or 4.10 

under Manitoba No. 3. If the ocean freight from Galveston 

to Antwerp-Rotterdam on this particular day is ,i0.15 per 

bushel, the U. must export wheat at a price of ,1.90 - 

N0.15 or ;1.75 per bushel (delivered price less shipping 

charges). 

To obtain the desired export price of x1.75 at Galves- 

ton, the subsidy or export payment rate must reduce the 

domestic price of ,2.30 by .4.55. .hus, the subsidy rate for 

this port on the particular day is determined to be 55 cents 

per bushel. 

In following the general development of an export sub- 

sidy rate the following price relationships are considered :5° 

Cash price - subsidy = export price 

ixport price + shipping charges = delivered price. 

affects of tne Subsid irogram on 
neat aims . wheat 

Today the same subsidy generally exists for MU wheat 
at West Coast ports, Gulf ports, .past roast ports, Great Lakes 

ports, and 3t. Lawrence River ports. The 1L4 subsidy for all 

50Nahar and Gilmore, a. cit., p. 21. 
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these areas is determined at Galveston which is representative 

of all Gulf ports. The Gulf is the principal area for the 

export of HR wheat. In 1957-58, for example, approximately 

75 per cent of exported HRW wheat was shipped from Gulf 

ports.51 

Much the same procedure is followed in setting sub- 

sidy rates for the other classes of wheat as was shown for 

He A. lractically all hard red sprinG wheat moves through 

either Minneapolis or Duluth to the Gulf, Atlantic, and Lake 

ports. The same AR3 subsidy rate generally applies to each 

of these ports. For approximately the past five years, both 

HR,; and .;;14 wheats have had the same subsidy rate at the Gulf, 

..blantic, and Lake ports.52 This subsidy equality allows the 

free market to act as a rationing agent in the utilization of 

hard red winter and soft red winter wheats. 

Table 11 indicates export payment rates for the past 

several years. ;,s is shown, hard and soft winters generally 

receive the same subsidy rate. The subsidy is the same for 

any TAW wheat regardless of its origin. This blanket treat- 

ment of Hi4 wheat subsidies encourages exporters to pull 

supplies from HRJ wheat producing areas which have the lowest 

transportation costs to export markets. Great ilains wheat, 

because of its combination of high transportation rates and 

relatively high basic loan rates, will move to export markets 

51 Lahar and Gilmore, 2p. cit., p. 23. 

5 2Lahar and Gilmore, op. cit., p. 110. 
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TABLE 11 

SELECTED MID-MONTH EXPORT SUBSIDY RATES ON dHEAT FOR 
'MEDIATE SHIPMENT (1960 to 1963)a 

(CENTS r.-la BUSHEL) 

Date 

Last Coast ,vest Coast 

All 
classes Spring Durum 

All 
classes Hard 0 Spring 

1960 Jan. 15 59 67 50 
Feb. 15 64 74 52 
Mar. 15 68 73 52 
Apr. 15 67 75 58 
may 15 53 66 53 
'June 15 40 65 47 
July 15 

. 41 62 42 
Aug. 15 45 50 42 
Sept. 15 51 51 46 
Oct. 15 52 53 49 
Nov. 15 52 56 50 52 50 
Dec. 15 54 65 53 54 54 

1961 Jan. 15 57 64 53 57 53 
Feb. 15 60 63 64 53 
Mar. 15 58 65 67 56 
Apr. 15 47 63 64 52 
May 15 44 59 48 53 
June 15 42 62 39 43 53 
July 15 44 68 44 45 
Aug. 15 54 62 52 44 
Sept. 15 54 61 54 44 
Oct. 15 53 62 54 45 
Nov. 15 54 63 53 40 
Dec. 15 56 72 49 41 

1962 Jan. 15 56 74 43 45 
Feb. 15 56 74 44 46 
Mar. 15 59 74 45 49 
Apr. 15 61 72 5.0 50 

.,: 

May 15 63 67 53 50 
June 15 62 68 53 50 68 
July 15 64 68 54 62 68 .; 

Aug. 15 
15 

59 62 52 64 62 
Sept. 
Oct. 15 ' 

60 
60 

64 
66 

51 
50 

68 
69 

64 
66 

Nov. 15 
Dec. 15 

63 
68 

72 
74 

25. 
33 

52 
53 

61 
67 

72 
74 

.,, 

Gulf to urope Gulf to Latin America 

, 

classes 

.59 
64 
68 
67 
53 
40 
41 
45 
51 
52 
52 
54 

57 
60 

42 
44 
54 
54 
53 
54 
56 

56 
57 
59 
61 
63 
62 

9 
60 
60 
63 
68 

Spring Durum classes ;pring 

67 56 64 
74 60 71 
73 65 70 
75 64 72 
66 50 63 
65 37 62 
62 38 59 
50 42 47 
51 48 48 
53 49 50 
56 49 53 
65 51 62 

64 54 61 
63 64 57 60 64 
65 67 55 62 67 
63 64 44 60 64 
59 48 41 56 48 
62 39 39 59 39 
68 41 65 
62 51 59 
61 53 58 
62 50 59 
63 51 60 
72 54 70 

73 54 71 
73 56 72 
74 58 73 
72 61 72 
67 63 67 
68 62 68 
68 64 68 
62 59 .62 

64- 60 64- 

66 60 66 
72 25 63 72 25 
74 33 68 74 33 

aKansas City Grain Market Review, Kansas City Board of Trader-, . 9 1963. 
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only after available supplies are removed from locations hav- 

ing lower transportation costs. 

HRW wheat grown in Texas, Cklahoma, :astern Kansas, 

Eastern Nebraska, Iowa, Missouri, and Illinois will be drawn 

to the Gulf export markets as long as such wheat satisfies 

the federal grade specified in .the exporter's contract. But 

the federal grade does not truly categorize a wheat's quality 

in use. The federal grade involves strictly physical measure- 

ments. No mention is made of the many factors used by domes- 

tics millers and bakers to determine a wheat's milling and 

baking quality. The domestic trade has long recognized the 

wide variation in milling and baking quality within a given 

federal grade. It is almost universally agreed that the hard 

winter wheats produced in the Mississippi and Missouri River 

Basins, as well as wheats of astern Cklahoma, Kansas, and 

Nebraska, are of inferior bread-baking quality. Yet they may 

meet the same federal grade as will wheats of the Great Plains. 

Consequently, these Basin regions provide the initial source 

of HRW wheat for Gulf export. So the qiality of HRW wheat 

exports varies from the very weak hard and semi-hard wheats 

grown in Illinois and Missouri to the strong wheats of the 

High plains (centered around 4estern Kansas, uklahoma, 

Nebraska, and :astern Colorado). The wide quality variations 

in HRW wheat are due primarily to the climatic variations over 

the large area in which this wheat is grown. 

A wheat's breadbaking quality is reflected in the 
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subsidy rate only in so far as the federal grade indicates 

quality. :end federal grades have been proven to be poor 

measurements of quality. It can be readily seen that the 

existing basis of levying subsidy rates is not satisfactorily 

directing high quality wheat into export channels. In fact, 

the subsidy program encourages exports of wheats with widely 

varying quality. 

The existing export situation has prompted Loren 

Johnson, executive vice president, Continental Grain Co., to 

state that the export price of U. J. wheat has been too high 

to clear away available supplies, and too high to enable 

potential buyers to act through commercial channels. 

To understand this, it is necessary to realize that 
the price discount for No. 2 hard winter for export is con- 
siderably less than the spread between our own milling 
spring wheats and ordinary hard winters in domestic mar- 
kets. ;. close look at prices on a recent date reveals 
that No. 1 hard winter was selling in Kansas City at 
about i#2.19 to ',2.20 bu., and No. 1 dark northern spring, 
14,0 protein, was selling at 42.50 bu. in ninneapolis. 
The latter grade compares favorably to 1To. 3 Northern 
Lanitoba, so it is apparent that our milling industry 
is paying Z11 per ton premium for the 14,J protein spring 
wheat over hard wheat. are trying to compete abroad 
with hard winters at a discount of ,5 to ri6 per ton under 
1:o. 3 Northern nanitoba. 

This comparison sheds light on why it is difficult to 
sell in dollar markets. Conversely, it illustrates why 
our better qualities are not being exported. At present 
subsidy levels, our better qualities are priced above 
Manitoba wheats.53 

Thus, the current export subsidy program has led to 

a situation which seemingly contradicts efforts of commercial 

53Loren Johnson, "',4hat is the :xporter's Role?," 
The Northwestern miller, November 26, 1962, p. 38. 
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market development workers. As any miller knows, uniformity 

of product is one of his strongest sales points. The same 

principle should hold true when one is attempting to develop 

future cash export markets. Unless the United States develops 

an export program which more adequately promotes wheat quality 

the future world commercial market appears dim. Thus, the 

director of the Grain Division, Agricultural Marketing Ser- 

vice, has stated: 

'4e are facing an increasingly competitive market in 
international commerce. Unless we are willing to accept 
a demoralized market for grain, it is necessary by one 
means or another to maintain or increase this demand for 
U. S. grain in foreign countries. It may be a painful 
process, but the facts seem to require that we make avail- 
able for delivery to foreign countries grain of better 
quality at lower prices than we do today.54 

Jith a constant subsidy rate applying to all HRW 

wheat, the domestic prices at Gulf ports of wheats from vari- 

ous origins are reduced by a constant amount. The prices 

still have the same relationships as were previously shown in 

Table 8. Great Plains wheat is still priced at a disadvantage 

to hard red spring wheat. Table 11 illustrates the relative 

subsidy rates for HRW and HRS wheats. HR3 subsidy rates have 

been almost always above HRW rates. 2or example, Table 11 

shows that on June 15, 1960, the subsidy on HR3 wheat exceeded 

that on HR 'd by 25 cents per bushel. On January 15, 1962, the 

FIRS subsidy rate was 17 cents above the HR-,i rate. Clearly 

54!. Davidson, "Needed Improvements in Grain Mar- 
keting and now the States and USDA can Cooperate in Bringing 
Thew laDout," Paper presented at the i4ational Xlarketing Service 
Workshop, Louisville, Kentucky, November 27-29, 1962. 
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these examples show the extra premiums paid to move HEL; wheat 

into export markets. If HR'l wheat of comparable quality 

received the same treatment as the utilization of Great 

Plains- produced wheat could be materially increased. 

But with the subsidy program based entirely on wheat 

classes and ignoring quality variations within those classes, 

superior ouality add wheat of the Great Plains region is 

likely to remain largely inaccessible to commercial exporters. 

Jithout access to better quality wheat, foreign market 

development workers will find it increasingly more difficult 

to compete with high quality wheats of other exporting 

countries. 

Because of the combined results of the price support 

program, transportation structure, and subsidy rate levels, 

Great rlains wheat is attracted more to the Kansas City domes- 

tic market. This tendency is even more pronounced for wheat 

of premium protein as is shown in Table 12. 

TABLE 12 

COMPARISON OF P:I'LITEIN PRLMIUM3 OF HARD '.4kLAT 

AT THE GULF AND KANSA3 CITY (MAY 29, 1963) 
(CENTS PER 3U:3-ILL) 

Per cent Protein 
Gulf Protein fremiuma 
Kansas City Premiumb 

12 
3 

54 -1011 

13 
7 

91i-16?ez 

14 
12 

13-2v 

a- 
lista obtained from Grain iivision, Agricultural Mar- 

keting service, UJJ.t; and Grain Market sews, Grain Avision, 
AN S, USDA, May 31, 1963. 

bKansas City Grain Market Review, Kansas City Board 
of Trade, May 29, 19637-- 
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The Gulf premium shown in 'able 12 is a rough approxi- 

mation of the -uropean premium schedule for protein. Table 12 

shows the Kansas City premium schedule exceeds that at the 

Gulf. It is also evident that the Kansas City premium varies 

for a given percentage of protein. This reflects the recog- 

nition by the domestic grain trade of the large variation in 

baking quality for HRW wheat of a given protein content.55 

The federal grading system, the price support structure, and 

the export subsidy program do not recognize this performance 

variation. Table 12 does point out the difficulty of divert- 

ing superior quality HRW wheat into the export market when 

this market fails to pay a domestic premium scale for quality 

as measured by protein or sedimentation. ,since subsidy rates 

pay no premium for quality, there is little incentive for 

exporters to ship higher priced Great ilains wheat. ,3o the 

tendency of Great Mains wheat to be diverted to carryover has 

not been remedied by existing levels of export subsidies. 

For HRW wheats of Kissouri, Illinois, etc., the sub- 

sidy rate has been sufficient to lower domestic prices to a 

competitive export market level as evidenced by the lack of 

carryover stocks in these regions. But for higher quality 

Great ilains wheat having higher transportation costs to the 

Gulf, the subsidy rates have not been sufficient to lower 

prices to a level which proves attractive to the world market. 

55rIahar and Gilmore, a. cit., p. 36. 



CHAPTER V 

POSSIBLE EFFECT3 OF Ni :.4 MILLING TECHNI,,,UES 

ON WHEAT UTILIZATION 

The recent development of two new milling procedures, 

fine grinding and air classification of flour, has been a 

subject of widespread interest within the flour milling 

industry. several companies have installed impact grinders 

and air classifiers, however, an aura of secrecy surrounds 

the results of their operations. 56 This has led to much 

speculation as to possible effects on a miller's wheat 

selection problem. 

Nevertheless, enough research work has been performed 

by manufacturers of this new equipment and by research facili- 

ties of the U3DA to provide an insight into the general 

results of the new techniques. Fine grinding uses an impact 

mill to further reduce the particle size of flour as it leaves 

the conventional milling process. This reground flour is 

then subjected to an air classifier which separates the parti- 

cles on the basis of their size into a variable number of 

fractions. 

5 6Austin T. Drake, "Flour Refining Techniques," The 
Northwestern hiller, August 22, 1960, p. 26. 

68 
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1.ffects on Utilization of Great Plains 4heat 

The important aspect of this milling technique is its 

ability to shift the protein content of flours. The flour 

fractions show marked variations in their protein-starch 

composition. Thus, from a single wheat, impact milling and 

air classification can produce (1) a high-protein fraction, 

(2) a high-starch fraction, and (3) an intermediate fraction. 

The number of flour fractions which can actually be 

produced are almost limitless, but practical considerations 

tend to limit the fractions to those mentioned. The relative 

composition and amount of these flour fractions varies with 

the type of wheat used. By recombining these fractions the 

flour miller can greatly increase his versatility in providing 

a finished flour to the baker. At the same time, he has 

greater control over the level of protein in the flour as well 

as flour particle size.57 

The executive vice-president of Peavey Uompany Flour 

Mills has summarized the advantages and disadvantages of fine 

grinding and air classification, a process which Peavey Mills 

refers to as "Orbit" milling. 

:pith this system, flours are separated by air classi- 
fication and certain streams are ground by impact rather 
than on conventional rolls. 3ome of the ground fractions 
may be further classified. The resulting flours have 
properties which make them particularly suited for cake 

57Kenneth Majors and ,Darren Trotter, "New Research 
Developments in the Marketing of Grain," New Methods and Tools 
for Improving liE;ricultural Marketing, :Igrrairltural f.a.f.kl7tI177-- 

Jervice, USDA (July, 1961), pp. 143-145. 
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baking or bread baking since Orbit milling frees them 
from flour fractions which are not suited to specialized 
bnking purposes. Orbit milling also permits the miller 
more flexibility in wheat selection since uniform, 
high quality flours can be Orbit milled from wheats of 
more varying characteristics than is the case with con- 
ventional milling. 

The change from conventionally milled flours to air 
classified flours has been relatively slow because such 
changes did require the years of research and have 
necessitated large capital expenditures for new equipment. 

what the Orbit process does is to provide more unique 
flours by shifting the protein content to give more 
flexibility in the utilization of wheat supplies. For 
example, with the Orbit process we can now manufacture lot, 

cake flour from hard wheat which we could not do before.'1"' 

There is a possibility that the air classification 

process could shift the flour milling industry back to the 

.4ast where it was long ago centered.59 Mills in the East 

could blend air classified flours from local 3R4 and HRW 

wheats with the high protein fraction flour of Great Plains 

HRW and HAS wheats. This could result in a bread flour suited 

for bakery production in populous consuming centers. 

Only Great Plains hard wheats are generally suited to 

this type of flour production under current milling procedures. 

There are high transportation costs attached to moving this 

flour to the Eastern consuming centers. Under conventional 

milling systems, procurement and transportation costs can 

involve as much as 35 to 40 per cent of the delivered price of 

58"-mansion Study with Orbit Mill Juccess," The South- 
western Miller, April 16, 1963, D. 33. 

59A. B. dard, "dheat Requirements by New Milling 
irocesses," 11roceedings: Ninth Hard i-ed Winter Wheat Workers 
Conference, Agricultural A,I5FFE6FEE-317T175137730=t777--- 
Nebraska (Gr-40, 1962), pp. 49-52. 
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bakery flour. air classified flours, only the high 

protein fractions from strong Great .Mains wheats would be 

required for blending with 1,,astern wheats. The high protein 

fractions would stretch a long way when being blended with 

weaker wheats of the mast. The resulting blend would still 

have good bread baking qualities and would have much lower 

transportation charges involved than would whole flour shipped 

from the Great ilains. This could put the Great ilains 

region at a comparative disadvantage in supplying bakery flour 

to the __astern .seaboard. 

Great 1-lains wheat would be required only in volumes 

which would provide the high protein fraction of a flour blend 

consisting primarily of air classified flours from ,.,astern 

Tit: and H24 wheats. Thus, the Peavey Mills representative, 

in the above quote, did not discuss all the factors concern- 

ing utilization of wheats. Not only can cake flour be manu- 

factured from hard wheat, but millers can use -,astern semi- 

hard and soft wheats to produce bread flour. End with a 

limited amount of high protein flour, soft wheat flours might 

be blended to yield a bread flour which could be delivered to 

Eastern bakeries at a lower cost than bread flours originating 

in the Great Plains. such a trend in wheat utilization would 

have discouraging implications for Great Mains wheat 

producers. 

is recognized, much of this section involves a 

6Majors and Trotter, loc. cit. 



72 

degree of conjecture as to the possible effects of new milling 

techniques on the utilization of Great ilains wheats. There 

are several reasons why the possibilities discussed in this 

section will not occur for several years, if even then. The 

new milling procedures are still much in the research and 

development stage and only a few of the large milling companies 

have installed new machinery. A second major reason lies in 

the capital expenditures necessary to purchase and install 

the necessary equipment. with flour milling operations on a 

historically low margin, mill management is hesitant to in- 

vest large sums of money into a relatively unproven process. 

A third major factor accounting for the slow applica- 

tion of this new technique involves the disposal of the low 

protein fractions which result from air classification of 

flour. It is conceivable that the high protein flour fractions 

will be in high demand for blending purposes and, as a result, 

will command a sizeable premium. the intermediate protein 

fractions are seemingly suited to cake flours. The remaining 

fraction, having as low as 3 per cent protein, is not adapted 

to any widespread food use. 61 Consequently, this fraction 

must compete for industrial applications with other products- - 

products which may be more economical. 

Hence, the widespread use of impact mills and air 

61_ 
ugene J. Gehrig, "Millers, Chemists, and grono- 

mists Probe Possible Air Classification .ffects on soft 
'tlheat Market," American Liner and lrocessor, March, 1962, 
pp. 16-19. 
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classifiers depends on the ability of millers to dispose of 

all their products at prices which provide a profitable 

return. , miller's profit, however, is as dependent upon his 

ability to select the most economical wheat to mill as it is 

upon the milling process he uses. ao regardless of his mill- 

ing techniques, he still faces the problem of purchasing the 

most desirable milling wheat. 

A Method of Determining Iso-Values of . 4heats 

s discussed above, new milling techniques make it 

relatively easy to substitute one kind of wheat for another. 

.heats of widely varying characteristics can be milled to ob- 

tain a uniform product. However, different wheats will yield 

different proportions of products having different prices. 

By summing up the amount of each product multiplied by its 

price the milling value of a wheat may be determined. As 

would be expected, the milling values may vary considerably 

among various wheats. 

ti buyer for a flour mill is continually faced with the 

problem of buying wheat which will yield the most profit to 

his firm. The buyer is also interested in knowing at what 

prices other wheats become equally profitable to mill. The 

profit is determined from a wheat's milling value and its 

cost. To find the optimum of several wheats, the following 

assumptions are made: 

1. Josts of the various wheats are known 
2. Product distribution of each wheat is known 
3. Irices of the products are known 
4. .L sufficient amount of each wheat is available to the 

miller. 
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Assume that, through pilot milling tests on each of the avail- 

able wheats, the information as shown in Table 13 is 

determined. 

TABLE 13 

PRODUCT DISTRIBUTION AND VALUL OF FIVE HYPOTHLTICAL ALLATS 

Available :heats Iroduct Distribution and iricer 

.heat: 
Cost per: A 5.80 

cwt. : per lb. 
B u 5.00 ! 

per lb. 
J 3.80 
per lb. 

D 1.70 
per lb. 

1 

; 

'2 

3 

44 

', 

5 

;,3.32 

3.36 

3.20 

3.53 

3.26 

75.48 lbs. 

71.12 

55.26 

63.54 

53.03 

0.28 lbs. 

1.06 

8.35 

6.19 

7.96 

0.49 lbs. 

2.78 

2.70 

1.13 

1.09 

23.74 lbs. 

25.04 

33.69 

29.14 

37.92 

By multiplying the amount of each product times its 

price and summing these values, the total milling, value of 

each wheat can be obtained. The milling values of wheats 1 

through 5 are shown in Table 14. 

Net profits of each wheat can now be obtained by sub- 

tracting the cost of the wheat from its milling value. Net 

profits are shown in Table 15. 

It is readily seen that is the most profitable of 

the five wheats. or :2 to be equally profitable its cost 

must be lowered by $O.15 per cwt. Thus, the iso-value of 

would be a market price of ;0.21 per cwt. In like manner the 

iso-values of the remaining wheats are found to be ,?2.80 for 
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TABLE 14 

DETERMINATION OF TiILLINO VALUES OF FIVE HYPOTHETICAL WHEATS 

.1heat 

:roduct Value ( 

:tailing Value 
; per cwt. 

1 

2 

j3 

4 

5 

4.378 

4.125 

3.205 

3.686 

3.076 

.014 

.053 

.418 

.309 

.398 

.019 

.106 

.103 

.043 

.041 

.404 

.426 

.573 

.495 

.645 

4.82 

4.71 

4.30 

4.53 

4.16 

TABLE 15 

COMPUTATION OF NET PROFITS OF FIVE HYPOTHi:TICAL WHEATS 

;heat Eilling Value - cost ; et Jrofit per cwt. 

1 

2 

5 

,4.82 - 3.32 

4.71 - 3.36 

4.30 - 3.20 

4.53 - 3.53 

4.16 - 3.26 

1.35 

1.10 

1.00 

.90 

,3.03 for ,q4, and -,2.66 for 

This procedure is highly simplified in relation to the 

realistic market. This method assumes that milling; tests can 

be performed on each wheat, an assumption which proves to be 

practically impossible in view of the hundreds of wheats which 

a buyer must screen every day. .eurthermore, exact knowledge 
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of product prices is assumed. Yet prices are continually 

fluctuating with each flour or millfeed sale made. Milling 

procedures are assumed to remain constant regardless of the 

wheat being milled. Yet a flour mill must change its temper- 

ing time, its roll settings, and make numerous other adjust- 

ments to insure the maximum yield from each wheat milled. 

Thus, a realistic model would require that these and probably 

other factors be taken into consideration. 

-ven though the outlined method is highly simplified, 

it illustrates the steps to be taken by a wheat buyer who is 

attempting to maximize the net return to his flour mill. This 

method characterizes the problem of purchasing the most desir- 

able wheat for a milling firm regardless of whether the mill 

employs conventional techniques or is experimenting with the 

newer milling techniques. 
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In contrast to the many studies attempted on the gen- 

eral wheat problem, this study was undertaken primarily to 

analyze the problems involved in marketing a specific class 

of wheat, hard red winter. This study has particular signi- 

ficance for Central and ,outhern Great Ilains wheat farmers 

because they are easily the largest producers of hard red 

winter wheat. The problem is really reduced, then, to one of 

marketing wheat from the Great Plains area. 

To illustrate that a marketing problem does exist, a 

section of this thesis has been devoted to reviewing produc- 

tion and carryover trends of all domestic wheat and trends of 

the individual wheat classes as well. The resulting figures 

indicate that decreasing wheat acreages have been largely 

offset by increased yields, thus, total production of wheat 

has been maintained at a rather steady level. In 1952, hard 

red winter wheat comprised about 38 per cent of total stocks 

but on July 1, 1962, this same class of wheat comprised 

approximately 82 per cent of total stocks. This represents 

over 93 per cent of the total wheat added to carryover in the 

last decade. 

It was also indicated that the percentage of total 

wheat acreage devoted to hard red winter varieties has 

77 
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steadily increased from 32 per cent in 1919 to 56.7 per cent 

in 135). Thus, the relative increase in hard winter wheat 

carryover has materiall; exceeded that of the other wheat 

classes. 

Irimarily four major factors have been discussed to 

demonstrate their effects on hard red winter wheat marketing. 

These factors are (1) trends in lira wheat production and 

yields, (2) the wheat transportation structure of the Great 

Mains, (3) price support programs, and (4) the wheat export 

subsidy program. The likely or possible effects of a fifth 

factor, new milling techniques, were also analyzed. 

approximate transportation rates, as tabled in the 

.,ppendix, show that one reason for hard winter wheat to be 

diverted into carryover is the high cost of moving wheat from 

the Great ilains to the Gulf for export. Because of their 

landlocked location, Great Plains wheat producers ccInnot 

receive the same benefit from low-cost water transportation 

as can areas of lassouri, Mississippi, and Ohio Basins. Con- 

sequently, they are primarily dependent upon rail movement. 

;ith rail rates on grain having nearly doubled since Jorld 

Aar II, the resultant competitive position of Great Plains 

producers has deteriorated. n increase in the volume of 

trucked wheat is seen as a hope for increased carrier compe- 

tition and a decrease in transportation rates from the Great 

Ilains to both terminal markets and Gulf export points. The 

increase in truck-barge combination of moving wheat to the 
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Gulf has proved to be particularly competitive to rails' 

traffic. 

However, it is unlikely that transportation rates 

alone have been responsible for the huge carryover stocks of 

hard red winter wheat. dheat buyers, both domestic and fore- 

ign, attempt to buy the wheat which appears to them to be 

the best bargain, i. e., the lowest price wheat which satis- 

fies their quality requirements. Thus, market demand for a 

given kind of wheat is determined by its relative price- 

quality relationship. 

There is evidence to indicate that hard red winter 

wheat has been subjected to a guaranteed price support which 

is higher than cash markets deem appropriate. The basic 

county loan rates of the Great Plains areas, when combined 

with transportation rates to the Gulf, impart a delivered 

price of AA4 wheat which export buyers often consider too high. 

..)tatements made by personnel of grain companies and the Grain 

Division of the :Foreign Agricultural Service document this 

contention. 

All too often grain exporters are able to buy hard 

winter wheat from the Central Plains region (Missouri, Illi- 

nois, Iowa, etc.) at a price which is more competitive on the 

world market. This is a result of the combination of high 

freight rates from the Great Plains coupled with the relatively 

high basic loan rates of counties in the region. Because of 

the high freight charges the local cash market price of wheat 

in the Great Plains falls below the effective support level. 
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Consequently, a large carryover has been developing in this 

region in the last decade. 

she method by which a county's support level is deter- 

mined has been tied to the historic movement of wheat from 

the hest to the consuming areas of the .Last. However, with 

more wheat now being exported than consumed domestically, the 

existing method of price support determination has become 

outdated. The possibilities of determining county loan rates 

based on the Gulf export market and on transportation charges 

to that market should be studied. This could result in a 

loan rate which more correctly evaluates the market price of 

Great ilains wheat. Unless some corrective change is made, 

carryovers of ilains wheat are likely to continue. 

Cn the other hand hard winter wheat of the Central 

Ilains has found a ready market at the Gulf because of its 

ability to meet the federal grade stated in the exporter's 

contract and because of its access to economical water trans- 

portation. This wheat is recognized to be inferior in bread- 

baking quality to that of the Great ilains, yet its price is 

more attractive to the buyer. 

The usual reason cited for the Great flains wheat 

carryover is that of excess production. But an equally impor- 

tant, if not more basic, reason may well be that price supports 

have been set at a level higher than is warranted by the 

existing quality of wheat being produced on the Great ilains 

when wheat from this area is compared with that produced in 
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other areas. 

The domestic price of U. 3. wheat is supported at a 

level higher than that of the world price of wheat. There- 

fore, domestic wheat must receive an export subsidy to be 

competitive on the world market. Development of the export 

program has ignored quality variations within wheats of a 

given class with the result that all hard red winter wheat 

receives the same subsidy rate. Under these circumstances 

the export prices of hard winter wheats from different pro- 

duction areas bear the same relationship to each other as do 

domestic prices. The export program merely lowers the price 

of each wheat by the amount of the subsidy price. 

The subsidy does not provide sufficient incentive for 

exporters to draw wheat from the Great Ilains. .ts long as 

they receive the same subsidy on Central Plains hard winter 

wheat they will draw supplies from this region first. Only 

after the available supplies are depleted in these low cost 

transportation regions will they direct their attention to 

stocks on the Great .lain. 

The combination of loan rates and transportation costs 

have increased the delivered cost of Great Plains wheat rela- 

tively more than that of wheat from the Central Plains. Yet 

a uniform subsidy does nothing to relieve this price inequality. 

It merely lowers the delivered costs by the same amount. This 

is the manner in which the higher quality Great Plains wheat 

must compete for export markets. 
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Past experience indicates that the price of better 

quality U. 3. wheat is too high. It is likely to remain too 

high unless steps are taken to adjust one or all of the dis- 

cussed factors affecting the marketing of Great Plains wheat. 

The effects which new milling techniques may have on 

the utilization of Great Plains wheat remain somewhat obscured. 

An aura of secrecy surrounds much of the experimental and 

research work being done by milling companies. Yet some gen- 

eral information is available about the operation and initial 

results of impact milling and air classification procedures. 

Because this procedure is used by a relatively few 

mills at present and is still primarily in the research stage, 

no conclusions about its effect on wheat utilization can be 

definitely determined. Yet it is known that certain fractions 

of hard wheat flours can be used as satisfactory cake flour. 

Only soft wheats were formerly suited to the production of 

cake flours. At the same time, the new milling techniques 

make it possible to produce bread flours from certain frac- 

tions of soft wheat flour. 

In populous centers of the Last where soft wheats are 

grown the new techniques may encourage the substitution of 

soft wheats for hard wheats to produce bread flours. If this 

substitution proves technologically feasible on a wide scale, 

it could have economic savings. Presently bread flours are 

milled from hard wheats of the Great ilains. To deliver this 

flour to the Last can involve as much as 35 to 40 per cent of 
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the delivered price of flour. By using local soft wheats, 

eastern millers could circumvent much of the transportation 

charge and could gain a competitive advantage in supplying 

bakery flour. The demand for Great Plains wheat to supply 

these Eastern bakeries would be correspondingly reduced. 

Little is known about the feasibility of such a 

development. Nevertheless it is a possibility which has be- 

come apparent with the rapid development of air classified 

flours. If such a situation should occur, the export market 

would become of increased relative importance to Great Plains 

producers. 

It seems that Great Plains producers and their repre- 

sentatives should familiarize themselves with factors which 

affect the marketing of their wheat. Unless adjustments are 

made in the outlined factors, a large HRW wheat carryover is 

likely to be maintained or increased. Unnecessarily large 

carryovers are meeting with increased disfavor on the part of 

national planners. Unless a more effective marketing channel 

is implemented, Great Plains wheat farmers will lose much of 

their wheat acreage and will be the long-run victims of their 

own production efficiency. 
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TABLk 1 

'416i-lAT TRUCk AND RAIL TRANSPORTATION COSTS FROM KAN6A6 
COUNTIS TO .z.',JLLOZ.ID LaPORT AND DOFL6TIC MARKETS 

(Cents per hundredweight) 

County mail rate to--a 
Truck 

rate to-- 
b 

K.C. : Gulf : Chic.; .C.: K.C. ; Gal. 

Allen -- 58 53a 82 14 50 
alderson 4M 58 531h 82 12 52 
Atchison -- 58 5311 82 10 55 
Barber -- 6534 78 25 50 
Barton 38 -- 6534 78 20 52 
Bourbon -- 58 53Y2 82 14 50 
Brown -- 58 5312 82 10 55 
Butler 34 58 6134 62 18 50 
Chase _.. 58 58 82 15 52 
Chautauqua -- 

53112 58 82 18 50 
Cherokee -- 5334 543 82 16 50 
Cheyenne 46 70 731 70 30 55 
Clark -- 60 72 74 28 50 
Clay -- 58 60 82 14 55 
Cloud 34 58 6112 82 15 55 
Coffey -- 58 534 82 12 52 
Comanche -- 60 70 78 28 50 
Cowley -- 534 61h 62 20 50 
Crawford -- 55 531h 82 14 50 
Decatur 41 661/4 70 74 25 55 
Dickinson 34 58 6132 82 14 55 
Doniphan -_ 58 53'4 82 10 55 
Douglas -- 58 53Y2 82 10 55 
-,:awards 3834 62 65 78 25 52 
Lak MM. .1 55 573 82 18 50 
IAlis 38 62 65'h 78 25 55 
Ellsworth 353 59h 63 81 18 55 
Finney 4432 683 72 74 31 50 
Ford 39 63 66112 74 28 50 
Franklin __ 58 5334 82 10 55 
Geary -- 58 58 82 13 55 
Gove 4234 6634 70 74 31 55 
Graham 39 63 6634 76 25 55 
Grant -- 68 73;4 70 34 50 
Gray -- 64 70 74 31 50 
Greeley 46 70 73'A 70 34 52 
Greenwood -- 58 5734 82 16 50 
Hamilton 46 70 73'34 70 34 50 
Harper OW.... 53Y2 6312 81 22 50 
Harvey 34 58 6132 81 17 52 
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1--Continued 

County tail rate to - -`" 
Truck 

rate to-- b 

K.C. Gulf Jhic.' K.C. ' Gal. 

:iaskell 
dodgeman 
Jackson 
Jefferson 
Jewell 
Johnson 
1.earny 
Kingman 
Kiowa 
Labette 
Lane 
Leavenworth 
Lincoln 
Linn 
Logan 
Lyon 
liclherson 
Marion 
Larshall 
Meade 
Miami 
Mitchell 
Montgomery 
Morris 
Lorton 
Nemaha 
Neosho 
Ness 
Norton 
Osage 
Osborne 
uttawa 
iawnee 
Itillips 
,.ottawatomie 
Pratt 
dawlins 
Reno 
lepublic 
Mice 
Ailey 
nooks 
_,0ash 

Russell 
Atline 

.... 

39 
-- 
-- 
34 

46 
-- 
-- 
-- 
421 

35h 
-- 
44'h 
-- 

35 
34 
-- 
-- 
-- 
341/2 

-- 
-- 
-- 
-- 
-- 

39 
38 
-- 

35; 
34 
38 
38 
-- 

38 
44-'2 

354 
34 

-- 
38 
38 
38 
34 

62 
63 
58 
58 
58 
58 
70 
59h 
62 
53)i 
661 
58 
59h 
58 
68h 
58 
591/2 

58 
59 
58 
58 
531/2 

58 
61 
58 
58 
63 
63 
58 
59h 
58 
62 
62. 

58 
62 
684 
591 
58 
594 
58 
62 
62 
62 
58 

72 
661 
53h 
531 
62 
534 
734 
63 
654 
545 i 

70 
534 
63 
533 
72 
541/2 

63 
614 
534 
72 
53h 
62 
54h 
574 
78 
531/2 

534 
661 
65A 
531/2 

63 
614 
654 
651/2 

53/2 
651 
72 
63 
61h 
63 
54h 
651/4 

65h 
64 
61h 

74 
74 
82 
82 
82 
82 
70 
81 
78 
82 
74 
82 
81 
82 
74 
82 
81 
82 
82 
74 
82 
82 
82 
82 
70 
82 
82 
74 
78 
82 
81 
82 
78 
78 
82 
78 
74 
81 
82 
81 
82 
78 
78 
79 
82 

34 
28 
10 
10 
18 
10 
34 
20 
25 
16 
31 
10 
18 
12 
34 
14 
17 
15 
13 
31 
10 
18 
16 
14 
34 
10 
14 
28 
22 
10 
18 
15 
25 
20 
13 
22 
30 
18 
15 
18 
13 
22 
25 
20 
15 

50 
52 
55 
55 
55 
55 
50 
50 
50 
50 
52 
55 
55 
52 
55 
52 
52 
52 
55 
50 
55 
55 
50 
55 
50 
55 
50 
52 
55 
55 
55 
55 
52 
55 
55 
50 
55 
52 
55 
52 
55 
55 
52 
55 
55 
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T2,.BLE 1--Continued 

County Mail rate to--a 
'2.ruck b 

rate to-- 

L.C. Gulf Chic.' j .Nld 1.:4.0s0 a :1 , ai. 

scott 441/4 681/4 72 74 34 52 
Sedgwick 34 58 611/4 81 18 50 
,eward -- 56 75th 73 34 50 
Shawnee -- 58 53'1/4 82 10 55 
)heridan 42A 66h 70 74 28 55 
Sherman 46 70 73,Z 70 32 55 
Smith 35¼ 5(.9 63 81 18 55 
Stafford 38 62 65A 78 20 52 
Stanton -- 68 75h 70 34 50 
Stevens -- 59 751/4 70 34 50 
Sumner -- 531/4 61A 81 20 55 
Thomas 441/4 68A 72 74 32 55 
Trego 39 63 661/4 74 28 55 
Wabaunsee _... 58 541/4 82 13 55 
dallace 46 70 733i 70 34 55 
4ashington -- 58 58 82 14 55 
Jichita 46 70 73A 70 34 52 
Wilson -- 58 541/4 82 14 50 
-400dson -- 58 53;'i 82 14 50 
Jyandotte -- 58 531/4 82 10 55 

aThese rates are provided on an approximate basis and 
therefore are not for publication. 

b Lowest rate in county having different rates to 
Galveston and New Orleans. 
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TAUT ',:; 2 

dilLaT '1 UL.'.'. aA1L TRA1YJ1'.'0aTTLZ COjT.; FauL 
COUNTIL;,3 TO -.2,1::LL;CTILj E...4.1'0 1-1T AND FL-.141(226 

(Cents per hundredweight) 

County 
Nail rate to-- 

a Truck rateb 
to 

Galveston Gal. Chic. 

Adair -- 443 -- 41 
.1falfa 39 46h 66)2 47 
Atoka 52 44h 7932 33 
Beaver 51 473 78h 50 
Beckham 56 443 833 4 38 
Blaine 51 44h 783h 41 
Bryan 60h 4432 88 33 
Caddo 54h 4434 82 38 
Canadian 51 44h 78h 38 
Carter 56 44h 83h 33 
Cherokee -- 4.434 -- 41 
Choctaw 57h 442 85 33 
Cimarron 54h 47h 82 50 
Cleveland 52 4432 7%! 38 
Coal 52 44h 7932 35 
Comanche 56 443h 8332 35 
Cotton 5734 44h 85 33 
Craig 3032 47 58 47 
Creek 40 443h 67h. 41 
Custer 5412 443h 82 38 
Delaware -- 4434 -- 46 
Dewey 54:2 453h 82 41 
-11is 54h 47h 82 41 
Garfield 39 44h 66h 46 
Garvin 56 44h 83h 35 
Grady 54 =h 44h 82 38 
Grant 39 48 663h 47 
Greer 5734 443 85 35 
Harmon 60h 44h 88 33 
Harper 46h 50h 74 47 
Haskell 43 44h 7032 38 
Hughes 46A 443h 74 38 
Jackson 5?34 440 85 33 
Jefferson 5?34 4432 85 33 
Johnston 543h 44h 82 33 
Lay 39 4834 6634 47 
Kingfisher 46'A 443h 74 41 
Kiowa 56 44h 83h 35 
Latimer 46h 444 74 38 
Le$lore 46h 4434 74 38 
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TABLE 2--Continued 

County 
rate to-4 Truck rate b 

E.G. 
; 

Gal. ! Chic. 
to 

Galveston 

Lincoln 464 44h 74 41 
Logan 46h 442 74 41 
Love 57h 44h 85 33 
McClain 544 44h 82 38 
McCurtain 603 44h 88 33 
hicintosh 39 44h 67 38 
Major 48h 45h 76 47 
Marshall 56 443 834 33 
Hayes 32) 44 60 46 
Murray 56 44h 83h 33 
Luskogee 38h 441/4 66 41 
'Coble 39 44h 66h 46 
Nowata 30h 50 58 47 
Okfuskee 45 44h 72h 38 
Oklahoma 51 441/4 78h 38 
Okmulgee 38h 44h 66 41 
Osage 34 50 61h 47 
Ottawa 27h 49 55 47 
Pawnee 39 44h 66h 
leyne 45 44h 72h 41 
littsburg 46h 44h 74 36 
Pontotoc 51 44h 78/2 35 
Pottawatomie 51 44h 78h 38 
xushmataha 54 44h 61/ 33 
Roger Mills 57h 45h 85 38 
liogers 52h 44h 60 46 
3eminole 48h 44h 76 38 
Jequoyah 391/2 44h 67 41 
Stephens 56 44h 83h 33 
Texas 52 47h 794 50 
Tillman 60h 44)i 86 33 
Tulsa 34 44Y2 614 46 
Wagoner 34 44 614 41 
Washington 274 50 55 47 
Washita 54h 44h 82 38 
Woods 39 47; 66,2 47 
Woodward 51 474 78h 47 

aail rates obtained July, 1962, during personal 
interviews with Lester Bloyd, Traffic Chief, Kansas City 
Commodity office. 

bTruck rates are provided on an approximate basis and 
therefore are not for publication. 
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TABL1. 3 

AL,AT TRUaii AND RAIL TRAN310TiaIoN CCDTD FRCIi ocLoaaDo 
COUNTIL.3 Ti.) 3._.L.il.CTLD XPORT AND DOE_TIC Ply 

(Cents per hundredweight) 

County 
:ail rate to-- 

a 
Truck 

rate to-- b 

Omaha! C. Gal.: Chic.: : Gal. 

Adams 54 54 78 81h 70 37 __ 
.aamosa -- -_ -- -_ 
Arapahoe 54 54 78 81) 70 37 __ 
Archuleta ..._ -- -- -- _- 

Baca 55'A ow. 65 83 70 37 50 
Bent 54 52 77 79z 70 37 50 
Boulder 54 54 78 81h 70 
Chaffee -- -- ... - 

Cheyenne 52/a 50 75 77h 70 35 
Clear Creek -- __ __ -- -_ __ 

Conejos -- -- _... -- _- 

Costilla 
Crowley 

-_ 
54 

54 
54 

94 
78 

81":4. 

81h 
70 
82 38 __ 

Custer -- -- -.. 

Delta-- -- -_ -_ -- -- ....... 

Denver 54 54 78 81h 70 
Dolores -- -_ -.... -- .._ OW 

Douglas 54 54 78 81h 70 
agle_... _.. -- -- 

Elbert 54 54 78 81h 70 38 
-1 i'aso 54 54 78 81h 70 38 -- 

Fremont 57 54 81 81h 70 __ -- 
Garfield -- -- -_ _- -- 
Gilpin -_ OM.. -_ -- Grand-_ -- -- -- -_ 
Gunnison -- _ _ -- 01 __ 
dinsdale -- -- -- -_ -_ -- -_ 
Huerfano 54 54 78 81. 70 -- -- 

Jackson..._ -- -- __ -- 
Jefferson 54 54 78 81.7/i 70 -- 
iLiowa 51 51 75 78h 82 37 __ 
4t Carson 50 50 75 77; 82 33 ...- 

Jake-- -- -- -- eime 

Larlata-- -_ -- ..- -- -- -- 
Larimer 54 54 78 81. 70 __ 
Las aaimas -- ...... 78 -- 70 39 50 
Lincoln 54 54 78 81h 70 37 -_ 
Logan 54 54 78 8l 70 37 

Nesa-- -... -.... .10 -- 
Mineral __ -- MOIS 
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County rate to-- 
a 

Truck 
b 

rate to-- 
. . 

Laaha' 
. . 

-..A. 
: 

Gal. 
. 

Jal.' 
. 

'io.' .:;. l'...0.: Gal. 

Moffat -- -- -- __ 
Montezuma -- -- Nog 

hontrose -- -- -- -- -- __ 

Eorgan 54 54 78 8114 70 37 -- 
Otero 54 54 78 81)4 70 38 50 

Curay-- -- -- M 

Park -- -- -- __ __ -- 
Phillips 50 50 72 77,4 99h 34 __ 
Fitkin __ _- _- _- _- __ 
Prowers 49 49 74 76h 70 37 50 
Pueblo 54 54 78 81h 70 38 -- 
Rio Blanco -- -- 410E006 -- -- -- 
Rio Grande -- -- -- -- -- -- __ 
Routt -- __ -- __ 
Saguache -- -- -- -- -- -- __ 
3..an Juan -... -- -- -- -- -- -- 
an Idguel -- -- -- Otle _- 
3edgwick 50 51 77 78'h 70 34 __ 
summit -- -- __ -- -- -- -- 
Teller -- -- 
',Iashington 54 54 78 81h 99/2 35 __ 
---ield 54 54 78 81h 99h 37 __ 
Yuma 51 51 75 7£3 99)4 33 __ 

a, Aail rates obtained July, 1962, during personal inter- 
views with Lester 3loyd, Traffic Ghief, 1,ansas City Jommodity 
Office. 

bTruck rates are provided on an approximate basis and 
therefore are not for publication. 
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TABLE 4 

TRUC1, AAJ ARIL TRANJPORTATIC/N 006T. FROM IsL,BRASKA 
COUNTIL3 TO aLLECTED EXPORT AND DOEESTIC MARKET6 

(Cents per hundredweight) 

County 28_11 rate to-- 
a Truck rate b 

to 
Omaha Gulf ..C. : Chic. ! Kansas City 

Adams 303 60 81 58 20 
Antelope 29 78h 99h 57 37 
Arthur -- -- 70 -- 37 
Banner -- -- 70 -- 37 
Blaine 38 70 99h 65h -- 
Boone 26h 60 82 53h 33 
Box Butte 46 78 9911 73h -- 
Boyd 34 83h 99 61h -- 
Brown 38A 88 99h 66 -- 
Buffalo 30h 62 79 58 33 
Burt 201/4 6o 99h 5334 33 
Butler 21 60 82 53h 20 
Cass 17h 60 82 53h 15 
Cedar 31 80"/). 993 53h 40 
Chase 
Cherry 

45h 
43 

72h 
91 

70 
99h 

73 
70h 

33 
-- 

Cheyenne 54 78 70 811 37 
Clay 30h 60 81 58 18 
Colfax 21 60 82 53h 28 
Curving 211/4 71 99h 5334 33 
Custer 35h 67 79 62 34 
Dakota 24h 60 9932 53h 40 
Dawes 51 87h 99h 78h -- 
Dawson 35 65 78 62 33 
Deuel 73h 733 70 741/4 34 
Dixon 261/4 60 99h 533 40 
Dodge 19h 60 82 53A 28 
Douglas 17h 60 82 53h 25 
Dundy 45h 73 70 73 33 
Fillmore 26h 60 82 53h 17 
Franklin 34 611/4 81 61h 22 
Frontier 39h 67 81 67 31 
Furnas 36A 64 81 64 30 
Gage 24A 59 82 53h 15 
Garden 46 78 70 7332 37 
Garfield 321/4 64h 9934 60 -- 
Gasper 35h 63 81 63 30 
Grant 45 77 993h 72h -- 
Greeley 27A 60 82 54h 33 
Hall 2n? 60 80 54'i4 28 
Hamilton 26A 60 81 53h 18 
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2 BLE 4-- Continued 

County : 

Rail rate to--a 
. 

Truck rate b 
. 

to 
Kansas City 

. 

Omaha Gulf 
: 

i.C. ; Chic. 

Harlan 34 61h 81 614 25 
Hayes 44h 72 70 72 33 
Hitchcock 41 69 75 6834 33 
Holt 32h 6314 9914 59h-- 
Hooker 4214 741/4 9914 70 
Howard 29 61 82 56 33 
Jefferson 26h 59 82 534 15 
Johnson 24h 60 82 53h 13 
Kearney 3314 61 81 61 22 
Keith 45 7234 70 72h 33 
Keya laha -- -- 991 
Kimball 54 78 70 3? 
Knox 32 81 9934 531 40 
Lancaster 19 60 82 53/4 17 
Lincoln 394 70 70 68 33 
Logan 38 70 79 65;2 34 
Loup -- 9934 
McEherson _.. -- 70 -- 37 
Madison 2514 60 82 53 i 25 
Merrick 2632 60 81 53% 25 
Morrill 5034 80 70 78 37 
Nance 2514 60 82 53 28 
Nemaha 24h 60 82 534 13 
Nuckolls 3014 60 81 58 18 
Otoe 20h 60 82 531 15 
Pawnee 2634 60 82 5314 13 
Perkins 45 72h 70 72 33 
Phelps 34 61h 81 6114 25 
Pierce 29 6134 99h 5? 37 
Platte 23 60 82 534 28 
Polk 24h 60 82 5314 20 
Redwillow 3914 67 81 67 31 
Idchardson 24h 60 82 53h 13 
Lock 37h 87 99h 65 
)aline 241 60 82 53h 17 
oarpy 16h 60 82 531 20 
launders 19 60 82 531 20 
Scotts Bluff 51% 80 70 -- 37 
reward 21 60 82 531 17 
Jheridan 47 93 99h 74h-- 
;Sherman 52", 64h 82 60 33 
Sioux 54 1031/4 99.4 83.2 

Stanton 2534 75 9914 53h 33 
Thayer 274 60 82 54 z 15 
Thomas 39 71 9914 66h 



TAB1L 4-Continued 

County 
TLail rate to--a Truck rate b 

to 
Omaha ; Gulf : :.C. Chic. : lansas City 

Thurston 
Valley 
,iashington 

, 

,4ayne 
'iebster 
-Aleeler 
York 

21,. 

32 
19 
29 
3232 
-- 
240 

60 
64>'i 

60 
78 
60 
.... 

60 

993 
82 
99h 
99h 
81 
99h 
82 

53 
60 
53h 
53h 
60 
__ 

53h 

37 
33 
28 
37 
20 
-- 
17 

alLail rates obtained July, 1962, during personal inter- 
views with Lester Bloyd, Traffic Chief, Kansas City Commodity 
Cffice. 

bTruck rates are provided on an approximate basis and 
therefore are not for publication. 



(Cents per hundredweight) 

,rigin Houston - Gal. New Orleans 

Atchison, 33.250 26.950 
Beardstown, Ill. 22.60 16.30 
Burlington, Iowa 25.10 18.80 
Cairo, Ill. 20.10 13.15 
Cape Girardeau, Mo. 41111,110 13.80 
Carutheraville, Mo. 12.40 
Chicago, Ill. 26.80 20.50 
Chillicothe, Ill. 24.15 17.85 
Cincinnati, Ohio 23.60 17.30 
Clinton, Iowa 26.75 20.45 
Dallas City, Ill. 25.10 18.80 
1)avenport, Iowa 26.75 20.45 
Dubuque, Iowa 27.70 21.40 
Lvansville, Ind. 20.10 13.80 
Florence, Ill. 22.60 16.30 
Glasgow, Eo. 30.50 24.20 
Greenbay Landing, Iowa 25.10 18.80 
Greenville, Miss. 7.55 
Guttenberg, Iowa 28.25 21.95 
Hardin, Ill. 22.60 16.30 
Hannibal, No. 18.80 
Hastings, Linn. 30.75 24.45 
Havana, Ill. 22.60 16.30 
Helena, ark. 10.15 
Henderson, Ky. 13.80 
Hennepin, Ill. 24.15 17.85 
Henry, Ill. 24.15 17.85 
Hickman, Ky. 13.15 
Jefferson City, No. 28.85 22.55 
Joliet, Ill. 24.80 18.50 
Kampsville, Ill. 22.60 16.30 
Kansas City, Mo. 30.50 24.20 
Keithsburg, Ill. 25.10 18.80 
Kingston, Ill. 23.15 16.85 
Lacon, Ill. 24.15 17.85 
La Crosse, As. 29.60 23.30 
La ;Salle, III. 24.15 1/.85 
Leavenworth, Ks. 33.25 26.95 
Lexington, Ho. 30.50 24.20 
Lockport, Ill. 25.05 18.75 
Louisville, Ky. 15.60 
Louisiana, Mo. 18.80 
Eemphis, Tenn. 17.05 10.75 
Meredosia, 22.60 16.30 
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TJ,BLL 5-Continued 

origin Houston - Gal. New Orleans 

Meyer Light, Ill. - - 18.800 
Minneapolis, -`inn. 31.350 25.05 
ontezuma, Ill. 22.60 16.30 

Moline, Ill. 26.75 20.45 
Morris, Ill. 24.80 18.50 
Er. Vernon, Ind. 13.80 
Muscatine, Iowa 25.10 18.80 
Naples, Ill. 22.60 16.30 
Natchez, Miss. 13.85 7.55 
Nebraska City, Nebr. 38.80 32.50 
New Boston, Ill. 25.10 18.80 
New Madrid, Mo. 13.15 
Omaha, Nebr. 38.80 32.50 
Cquawka, 25.10 18.80 
Csceola, Ark. 12.10 
Ottawa, Ill. 24.15 17.85 
Owensboro, Ky. 20.35 14.05 
Iekin, Ill. 23.15 16.85 
Peoria, Ill. 23.15 16.85 
leru, Ill. 24.15 17.85 
lattsmouth, Nebr. 38.80 32.50 

lort Cargill, Minn. 25.05 
:,uincy, Ill. 25.10 18.80 
redwing, Minn. 30.75 24.45 
Rock Island, Ill. 26.75 20.45 
Savanna, Ill. 27.70 21.40 
'Seneca, Ill. 24.80 18.50 
hawneetown, Ill. 20.10 13.80 
Spring Valley, Ill. 24.15 17.85 
St. Joseph, no. 33.25 26.95 
St. Paul, Minn. AMIDOIN 25.05 
St. Louis, Mo. 20.10 13.80 
Stillwater, Minn. 25.05 
Vicksburg, Miss. 15.80 7.55 
'Alaverly, Mo. 30.50 24.20 
'vlinona, Minn. 29.60 23.30 

Source: Published Barge Nates on Grain, schedule Jo. 3, 
Issued Jan. 1, 1962, ;,rrow Trans. Co., Cherfigld, A.abama. 
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This study was undertaken to analyze some of the major 

factors which have led to the excessive domestic supplies of 

hard red winter wheat. The study also indicated some of the 

problems involved in marketing wheat from the Great plains. 

The factors considered were: 

(1) increased production of hard winter wheat in the 

Central Plains; 

(2) the wheat transportation structure in the United 

States; 

(3) price support programs on wheat; 

(4) the wheat export subsidy program; 

(5) new wheat milling techniques. 

In reviewing production trends of the various wheat 

classes, it was found that the percentage of total wheat acre- 

age devoted to hard red winter varieties steadily increased 

from 32 per cent in 1919 to 56.7 per cent in 1959. The data 

indicated that hard winter wheats had replaced soft winter 

varieties in much of Illinois, Iissouri, Iowa, and in portions 

of other Central i'lains states. The relative increase in HRW 

wheat production coupled with total HRW wheat disappearance 

indicated one reason for the excessive HR d carryover. 

The high cost of wheat transportation from the Great 

Ilains to domestic and export markets is another factor which 

leads to carryovers of hard winter wheat. .Nail carriers' rates 

for wheat, on a national average, have approximately doubled 

since the end of ,iorld dar II. 
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Rates from Great Plains areas to markets have always 

been relatively high because of the distances involved. How- 

ever, the large number of percentage rate increases by rail 

carriers has increased the spread between rates paid by Great 

Plains wheat producers of the Central Plains and other areas 

closer to domestic and export markets. 

Truck and water competition have not yet proved 

enough of a threat to rail traffic in the Great Plains to 

cause general rate reductions by the rails. This seems to be 

the result of difficulties of finding two-way hauls for trucks 

and the lack of adequate waterways for barge traffic. 

The high levels of price supports in the Great Plains 

provide another reason for the carryovers of ApRW wheat. It 

was indicated that the cash price for wheat at a local market 

was seldom above the effective loan rate. The existing basic 

loan rates not only support the price of wheat--they provide 

an effective incentive to divert hard winter wheat into Com- 

modity Credit Corporation carryover stocks. 

By providing a blanket subsidy rate for all wheat with- 

in a given class, the export subsidy program has encouraged 

the exporting, of wheats having widely varying quality char- 

acteristics. The combination of loan rates and transportation 

costs have increased the delivered cost at Gulf of Great Plains 

wheat relatively more than that of wheat from the Central 

uniform subsidy does nothing to relieve this price 

inequality. Consequently, the export price of better quality 
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112: wheat remains too high. 

The existing subsidy does not provide sufficient 

incentive for exporters to draw wheat from the Great ilains. 

s long as exporters receive the same subsidy on central 

A.ains hard winter wheat, they will draw supplies from that 

region first. The subsidy program, then, has been another 

factor in the build-up of H-23 wheat stocks on the Great ilains. 

The effects which air classification of flour may have 

on the utilization of hard winter wheat remain highly specu- 

lative. But it is possible that this milling process will 

require only very strong hard winter and hard spring wheats 

to blend with ,,astern soft and semi-hard wheats for use in 

producing bread flours. '-;uch a step would alleviate much of 

the transportation cost presently attached to delivering to 

the Nast a bread flour made entirely from Great lains wheat. 

The review of these five factors indicated that adjust- 

ments should be made in either loan rates, export subsidies, 

transportation rates, or all three factors before the trend 

toward increased carryover of t12d wheat will be halted. 


