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ST. PAUL CAMPUS LIBRARIES 

T CT OF 1948 

During the war farmers were urged to 
increase food production. They responded 
readily and in 1944 production soared to 
35 per cent above the prewar level. 

The federal government provided PRICE 
SUPPORTS in order to assure farmers that 
prices would not be allowed to drop as fast 
as in 1920 and 1930-32. These price supports 
were to expire December 31, 1948. 

Congress felt that price supports were 
needed beyond this time, however, so it passed 
the Agricultural Act of 1948, which sets up 
a permanent price support prog1ram. This 
folder explains the provisions of this Act. 





During the past ten years Congress has passed 
two price support acts. Both supported certain farm 
products at 90 per cent of parity. 

• ACT OF 1938-Suppor:ts co:t:ton, whea:t, 
corn. :tobacco, rice, and peanuts for oil. These 
are called "basic" commodities. 

e STEAGAL AMENDMENT (1941)-Sup
ports hogs, eggs, chickens (wi:th some excep
tions), :turkeys, milk and butterfat, certain 
varieties of dry edible peas and beans, soy
beans, Dax for oil, American-Egyptian cotton. 
potatoes, and cured sweet po:ta:toes. 

These supports were to end December 31, 1948. 
It was thought that by that time farmers could 
change over to peace-time production. Foreign needs 
and home demand, however, remained high, and 
carry-over stocks were reduced to low levels. 

Prices advanced to a new high in January, 1948, 
over three times the 1910-1914 level. Only eggs, pota
toes, and dry skim milk had to be supported. 

Meanwhile good demand and high prices 
prompted farmers to continue high production. 
This made it inadvisable for the farmer to adjust to 
peace-time demand as had been planned in the early 
support laws. As a result the Agricultural Act of 
1948 was passed. 

The 1948 Act extends present price supports for 
the Steagal commodities until December 31, 1949, and 
for cotton, wheat, corn, tobacco, rice, peanuts for oil, 
and wool until June 30, 1950. These supports will be 
at 90 per cent of parity. 

On January 1, 1950, a long-range permanent agri
cultural policy will go into effect providing for: 

e PERMANENT bu:t FLEXIBLE support prices. 

• A revised parity formula on which :to base these 
prices. 

• Use of import quotas and duties if necessary :to 
make price support policy effective. 

• Use of acreage allotments and marketing quotas. 

• Setting aside funds :to be used in developing 
outlets for farm products as part of :the support 
program. Unspent funds from 30 per cen:t of the 
tariff revenues se:t aside specifically for :this can 
accumulate to $300,000,000. 

Further funds for price support will come from 
biennial appropriations by Congress. 

HoW Far:m Prices Will Be Supported 

Bo:th 1948 and 1949 crops will be supported 
al 90 per cen:t of parity. After :the 1949 crop, 
wheal and corn support prices will range be
tween 60 and 90 per cen:t of parity, depending 
on :the supply level. 
Supply level may sound like a complicated tech

nical term, but with few definitions it's not too hard 
to understand. First, the definitions: 

(1) Total estimated supply-carry-over, United 
States production, and estimated imports. 

(2) Normal supply-estimated domestic consump
tion, estimated exports, and allowance for carry-over. 

Dividing (1) total supply by (2) normal supply 
will give supply level. Supply level is considered 
normal when this figure is between 98 and 102 per 
cent. 

When :the supply level is normal :the support 
price will be a:t 75 per cent of parity. 
For each 2 per cent increase in the supply level 

above 102, the support level decreases 1 per cent. 
However, it cannot fall below 60 per cent of parity 
price. 

For each 2 per cent decrease in supply percentage 
below 98, the support level increases 1 per cent. 
Support prices cannot be above 90 per cent of the 
parity price. 

For example, when the supply per cent is 104, 
the support price will be 74 per cent of parity. When 
supply level is 130 per cent, the ,support price will be 
60 per cent of parity. 

In short, a high supply level is accompanied 
by low support price :to discourage further ex
pansion of production. A low supply level re
sults in a high support price :to encourage pro
duction. 

ALLOTMENTS AND QUOTAS 

To get full benefit of support prices on basic com
modities, producers must cooperate by complying with 
acreage allotments and marketing quotas. If one 
third of the producers turn down marketing quotas 
on a basic crop, there will be no price support. 

On the other hand, if they cooperate, support 
prices will be higher than those given earlier. If 
acreage allotments are in effect at the beginning of a 
planting year, or marketing quotas at beginning of 
the marketing year, the support level is increased by 
20 per cent. It cannot, however, go above 90 per cent 

of parity. The full increase of price support goes to 
cooperators who do not overplant their alloted 
acreage. 

Non-cooperators will get 60 per cent of the sup
port given cooperators on that part of their produc
tion in excess of their marketing quotas. Cooperators 
outside of commercial corn producing areas are en
titled to 75 per cent of the price level for cooperators 
inside commercial areas. 

The Act permits price support for all non-basic 
commodities and makes price support mandatory for 
some of them. Mandatory support is permanent for 
some and temporary for other non-basic commodities. 

Hogs. chickens, eggs, milk price supports are 
mandatory through December 31, 1949, at 90 per 
cent of parity. After that, the support may be at any 
level from zero to 90 per cent of parity, depending on 
the decision of the Secretary of Agriculture. A sup
port price for hogs at 90 per cent of parity has been 
announced. 

Edible dry beans, dry peas. :turkeys, soybeans. and 
fiax seed for oil sold before December 31, 1949, are 
supported at not less than 60 per cent of parity, or a 
comparable price, and not higher than the .1948 sup
port price. After December 31, 1949, prices are sup
ported at any level between zero and 90 per cent of 
parity. Support price for the 1949 crop of flax is an
nounced at 90 per cent of pari~. 

Potatoes harvested in 1949 are supported at 60 per 
cent of parity. After 1949, potatoes will be supported 
at not less than 60 per cent or more than 90 per cent 
of parity. 

Wool is a non-basic, non-Steagal commodity, but 
is given special consideration. If marketed before 
July 1, 1950, the price will be supported at the 1946 
support level (average of 42.3, cents per pound to 
farmers). If marketed after December 31, 1949, the 
price will be supported at not less than 60 per cent 
and not more than 90 per cent of parity, but at a 
level that will encourage an annual production of 
about 360 million pounds of shorn wool. Plans are 
not fixed for price supports between January 1 and 
June 30, 1950. 

Other commodities can be supported through 1949 
if funds are available and if supports are needed to 
bring their prices into fair relationship to prices of 
basic and Steagal commodities. Such supports may 
be applied later at levels from zero to 90 per cent of 
parity. 



HIGHER PARITIES IN EMERGENCIES 
The Secretary of Agriculture may. after 

public hearing. fix price supports above 90 per 
cent of parity if such increase is deemed neces
sary for national security. 

Those who benefit from support price legis
lation must comply with acreage allotments. 
production goals, and marketing quotas if they 
are offered. 

How Parity Is Figured 
The revised parity formula becomes effective 

January 1, 1950. 
The 1910-14 period is retained as a basis in figur

ing the relationship between prices received and 
prices paid by farmers (including interest and taxes). 
In addition, the average price received for the last 
10 years is used to indicate the relationship among 
farm prices. 

Parity price under the old formula-Multiply av
erage price received by farmers for a commodity 
during 1910-1914 by the index of the prices paid by 
farmers for a given month. The United States De
partment of Agriculture keeps these figures up-to
date. 

Here's how it worked for wheat in September, 
1948. The basic average price (88.4 cents) was multi
plied by 250 per cent, the index for prices paid that 
month. This gave a parity price for wheat of $2.21. 

Parity price under the new formula-Here an 
adjusted base price replaces the average base price 
of 1910-14. To find the adjusted base price, divide the 
average price of the commodity during the last 10 
years (1938-47 for the balance of 1948, and 1939-48 
during 1949) by the average index of prices received 
by farmers for all farm commodities during that time. 
This method adjusts the average price of a product 
to the level of all farm products during the same 
period. 

To find parity price, multiply this adjusted base 
price by the parity index cif prices paid for goods, 
interest, and taxes (1910-1914). For example, the 
average farm price for wheat during the 10-year 
period 1938-47 was $1.22. The average index of prices 
received by farmers during that period was 168. 
Dividing $1.22 by 168 results in 72.6 · cents-the 
adjusted base price for wheat. Multiplying 72.6 cents 
by the index of prices (250) paid for September, 1948, 
gives $1.82-the parity price for September, 1948. 
Using the old formula the parity price for September, 
1948, is $2.22. 

TRANSITIONAL PARITY PRICES 
If parity prices as calculated using :the re

vised formula are materially lower than the 
old parity prices. the adjustment downward is 
limited :to S per cent from :the original parity 
price per year. 
Market prices are still above support prices ex

cept for a few commodities. Support prices, however, 
serve as a "stop loss" device against extreme price 
reduction. They give farmers some security. 

Adjusting support prices to supply levels should 
tend to control production and discourage over-ex
pansion. Support prices above the market would be 
a form of government price fixing. This would en
courage uneconomic expansion of production and 
would not be a good use of our resources. Only if 
support prices were above free market prices for 
some length' of time, should acreage allotments and 
marketing quotas be needed. 

If support prices are above free market prices, 
farmers may need to accept acreage allotments and 
marketing quotas as readily as they accept such sup
port prices if burdensome surpluses are to be avoided. 
Furthermore, such high prices may interfere with ex
ports, making such supports unduly expensive, and 
might endanger the entire support program. 

When :the Ac:t of 1948 goes into effect Jan
uary l, 1950. parity prices for wheat, corn. oa:ts. 
rye, barley, potatoes, and eggs will be some
what lower than according to the old formula. 
Prices of beef cattle and lambs will be materi
ally increased. Parity prices for most farm 
products will not be greatly changed. 
Besides extending present price supports, the A~t 

opens the way for a more permanent program of sup
port prices as a part of the long-time agricultural 
program, with the support price fixed by supply. 
This flexibility makes it possible to more nearly 
adjust production to demand. 

It must be kept in mind that this folder deals with 
the current marketing Act of 1948 at this date. The 
provisions of that act, especially those dealing with 
flexible parity prices, may be changed. Farmers will 
be informed of changes as they are made. 
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