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PREFACE

The Commodity Credit Corporation has extensively affected the mar-

keting of grains since its inception in 1933. This thesis is intended

as a brief outline of the Commodity Creait Corporation policies and ac-

tivities which have influenced the grain marketing industry. The study

has particular reference to effects on the storage capacity of Kansas

terminal elevators. It is the author's sincere hope that he has carried

out his intentions successfully.

Unfortunately, it is impossible to enumerate all of the persons who

were of assistance in the research and writing of this thesis. Special

recognition must be given the author's major professor, Dr. Leonard W.

Schruben, for his valuable time and helpful suggestions. The author also

recognizes the considerable assistance received from Dr. L. Orlo Sorenscn.

A vote of thanks goes to the many other members of the Department of Eco-

nomics and Sociology at Kansas State University who aided in this project.

Last, but certainly not least, the author wishes to wholeheartedly thank

his wife, Patricia, for her patience, understanding, and assistance during

the period when this manuscript was being written.
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CHAPTER I

IMTRODUCTIOM

The formation of the Commodity Credit Corporation (hereafter re-

ferred to as CCC) in 1933 as an agency of the Federal government created

a grain marketing institution of considerable importance. Much of its

growth was realized after World War II due to substantial government in-

vestment in price support operations.

Such an agency, engaged in the fundamental processes of storing and

merchandising grain with relatively unlimited funds and not required to

operate at a profit, undoubtedly affected the structure of the grain mar-

kets. The direction and extent of these effects is the problem dealt with

in this paper.

The Problem and Its Setting

On June 1, 1950, capacity of commercial grain warehouses in Kansas

was ilh*l million bushels. By January 1, 1963, total capacity had been

expanded to 81*5.5 million bushels.* This enormous growth in storage facil-

ities was one of the outstanding changes in Kansas grain marketing during

the period following World War II. The significance of the growth in

storage facilities lay in the fact that it closely paralleled a period

H-etter from Mr. J. £. Pallesen, State Statistician, Kansas Crop
and Livestock Reporting Service, Topeka, Kansas, February 8, 1963.

2 Ibid.



of increasing price support expenditures by the Federal government.

Fixed price supports on a bushel basis coupled with allotments and

marketing quotas defined as the amount that could be produced on a given

acreage placed emphasis on per acre production. Non-recourse loans at a

level higher than market equilibrium, which allowed the farmer to use his

crop for collateral and turn it over to CCC rather than pay off the loan,

rapidly increased stocks of grain held by the government.

As stocks grew and storage facilities became inadequate, pressure

exerted to increase capacity by use of occupancy guarantees and accel-

erated depreciation write-offs. Any elevator, processing firm, or indi-

vidual had the opportunity to provide storage space. The builder was

assured his facility would be filled to a certain per cent of capacity

for a guaranteed length of time if it was built under an occupancy guar-

antee contract. If the facility was not utilized to the extent called

for in the contract, CCC was liable for the difference between utilized

capacity and the contract guarantee. In addition, the 19J& internal reven-

ue code allowed the warehouseman to construct grain storage facilities and

depreciate them out over a five year period for income tax purposes if he

so desired.

Terminal grain elevators in Kansas shared in the rapid expansion of

storage facilities. Expansion was due not only to additions to existing

elevators and mills, but also to new firms entering the grain storage

field. A lessening of importance of the old, established terminal market

as a storage center was an additional trend. This trend was recognized in

the 1951* Yearbook of Agriculture.

*A more complete discussion of incentives offered in the attempt to
increase storage capacity will come later in the study.



The function of physical concentration of grain in the terminal
markets except to supply processing industries probably is less im-
portant than formerly. Storage capacity at interior primary markets
and at the ports lias increased more rapidly than in the terminals.

Construction of elevator facilities in Kansas between 1950 and I960

indicates the presence of this trend. Storage capacity at country points

and at interior terminals increased faster than at older, established ter-

minal markets.

That the emphasis on construction of storage facilities was a direct

result of CCC operations, appeared to be a logical hypothesis. As in any

situation, however, there was more involved than was readily apparent. Yet

it can be said, the tremendous increase in storage capacity likely would

not have occurred without the influence of CCC storage activities.

Hypothesis and i-rocedures

The hypothesis adopted for this study was that activities and poli-

cies of CCC and the development of grain storage facilities were closely

correlated. This hypothesis had particular reference to Kansas terminal

elevators.

Several procedures were chosen as a basis on which the stated hypo-

thesis was examined. These procedures weret

(1) To briefly describe the history cf CCC, its grain marketing

activities, and the authority under which it carries out its

activities.

(2) To discuss the magnitude of CCC storage operations and other

grain marketing functions in which CCC is involved.

(3) To portray the development of storage capacity during the

1£dward A. Duddy, "The Place of Terminal Markets, " Marketing,
The Yearbook of Agriculture 1951*, The U.S. Dept. of Agriculture (Wash-
ingtonj U.S. Government Printing Office, 1951*), p. 39.



period when government price support operations were at their peak.

(h) To analyze changes in the size, number, and operations of ter-

minal elevator facilities in Kansas in an attempt to establish the

relationship between CCC activities and changes that have occurred.

(5) To present a summary of the study and offer conclusions as to

the effects of CX activities on Kansas terminal elevators in par-

ticular and grain marketing in general.

The method of analysis used in this study was primarily subjective

and descriptive, with empirical procedures used as was consistent with

the data on which it was based. Comparisons of the operations of terminal

elevator and processing firms for different years formed the foundation of

the study. In addition, information on the operations of CCC was used to

indicate its influence.

Sources of Data

A considerable portion of data used in this study was taken from

surveys of terminal and sub-terminal elevators and wholesale grain pro-

cessors made in 1?& and 1961 by the Morth Central Grain Marketing Re-

search Committee. The committee is composed of agricultural economists

from universities in the North Central Region plus representatives of the

United States Department of Agriculture.

The primary source of survey data was personal interviews with offi-

cials of firms that met the definition of terminal and sub-terminal ele-

vators or wholesale processors as set forth by the committee. Secondary

sources of data were utilized if needed and available in suitable form.

Because of the limited number of plants and facilities meeting the

qualifications of survey definitions, an attempt was made to interview the

entire population in each state. Although response was not 100 per cent,



cooperation was admirable and schedules were obtained from approximately

ninety per cent of Kansas firms contacted. As in any survey of this type,

the completeness and useability of the information gained varied greatly

from question to question on the schedule.

The 195U population of terminal and sub-terminal elevators and whole-

sale processors was established from trade association directories, state

and Federal lists of licensed grain warehouses, and consultation with per-

sons active in the grain trade. The survey itself was conducted under the

auspices of Cooperative Regional Research Project MCM-10 in mid-195U.

Most of the information gained represented the twelve month period covering

the 1953-1951* grain marketing year. In some cases, however, it indicated

the operations of the plant in its immediately preceding fiscal year.

Where unusual circumstances had affected the firm's operation in the period

covereu by the survey, "normal" or "typical" figures were obtained and

used.

For the 1951* survey, terminal and sub-terminal elevators were defined

as those which handled and stored bulk grain, fifty per cent or more of

which was originated by other elevators or handlers rather than coming

directly from farmers. These elevators were required to have a bulk grain

storage capacity of at least 100,000 bushels to be included in the sample.

Wholesale grain processors were defined as raw grain processors whose out-

put of products was sold primarily to wholesalers, retailers, and other

dealers instead of direct to the final consumer. A further sampling stip-

ulation was that wholesale processing plants have a daily capacity of

XKenneth R. Farrell, Grain Marketing Statistics for the North
Central States. A Report for the North Central Region Grain Marketing
Research Committee (Columbia, Mo.i Missouri Agricultural Experiment
Station, June, 1958), p. 17.



fifty tons of product or 100,000 bushels of bulk grain storage capacity. 1

The 1961 Kansas sample population was developed primarily from that

of 195k. Additions and deletions were made by consulting trade magazines

and directories, Uniform Grain Storage Agreement (UGSA) lists of approved

warehouses, and such other sources as were available. When doubt arose

as to whether a certain firm should be included, a short questionnaire

was sailed which outlined the survey definitions. This was accompanied

by a letter asking the operator's help in developing the population by

indicating whether or not his plant or facility met survey definitions.

The population was tentatively established and personal interviews

were begun in early 1961. These survey schedules asked for the firm's

operation during the 1960 calendar year. The 1961 survey was one of the

major parts of Cooperative Regional Research Project, NCM-19.

Generally speaking, the definitions of terminal and sub-terminal

elevators and wholesale processors used for the 1961 survey were the same

as those used in 19514. Some minor changes were made, however. Terminal

elevators included all elevators which handled and stored bulk grain,

subject to the condition that fifty per cent or greater was originated by

other elevators or handlers.

Grain processors included flour mills, oilseed extraction plants,

wet corn millers, livestock feed mixers, cereal manufacturing plants,

brewers, and industrial alcohol plants. The population included,

. . . only (1) those processors and manufacturers whose processed
products are manufactured primarily from bulk grain and oilseed crops,
(2) those feed processing plants that have at least 50 tons daily
capacity or 100,000 bushels of bulk grain storage capacity and (3)
those flour mills that have at least 500 sacks daily capacity or

xIbid.



100,000 bushels of bulk grain storage capacity.

In the preceding definition a "sack" of flour is taken to mean 100

pounds. As in 195k t wholesale grain processors had to dispose of the bulk

of their products to other than the final consumer.

All told, the I95h Kansas survey netted eighty-four completed sche-

dules. In 1961, slightly over 100 schedules were completed adequately

enough to be useful. As it was the intent of this study to compare changes

in the operations of firms, both as individuals and in groups from one sur-

vey to the next, considerable time and effort was expended in detemining

which of the schedules should be used in the final analysis. To do this,

several problems had to be resolved.

The first problem faced was the slight differences that existed in

the definition of firms included in the respective surveys. The more

specific 1961 definitions of terminals, sub-terminals, and wholesale pro-

cessors was chosen as the basis. It was then necessary to check the 195k

schedules against this set of definitions in order to eliminate those

firms that did not qualify.

This action, in turn, made it a necessity to examine the firms in

the 1961 survey to determine if any not included in the 195h survey rightly

should have been. If this was the case, the firm was omitted from the

final list. This enabled the author to ascertain which facilities were

constructed subsequent to the period covered by the 195U survey.

The third problem pertained to the schedules themselves. In some

instances, certain firms were eliminated due to incomplete information

Population Definitions, NCM-19 Survey of Terminal Elevators and
Wholesale Processors (Manhattan, Kan.t in the grain marketing files of the
Department of Agricultural Economics, Kansas State University).



on one or both schedules. Others were eliminated when it could not be

established beyond reasonable doubt, which facility a schedule represented.

This situation arose where a facility had changed ownership or name and

the change could not be traced through use of other sources of information.

A fourth problem existed when one company carried on two or more

types of operations at the same facility and both operations were combined

on one schedule but not on the other. If possible, these were broken

down into separate operations. In other cases, it was most feasible to

The final problem involved those firms which had altered their

operation between 1951* and I960. Some terminals and processors in the

195k population had switched to a country elevator operation by I960.

This fact had to be pointed out as a change in market structure. On the

other hand, there was at least one incident where a facility operating as

a country elevator in 195k » became a terminal by I960.

The resolution of the above problems were possible through study of

Kansas Grain and Feed Dealers Association Directories, UGSA lists of

approved warehouses and department grain marketing research files. In

the final analysis, seventy-seven of the 195k schedules and ninety-three

of the 1961 schedules were utilized.

Since it was desirable to have some measure of the accuracy of the

survey data, total capacity of the elevators on the schedules were com-

pared to those listed in the Kansas Grain and Feed Dealers Association

Directory. For the 195k survey, the 195k Directory was used. Total

capacity of sixty-seven firms in the survey was also given in the Direc-

tory. The null hypothesis was that no significant difference existed in

total capacity from the two sources. A t-test of significance was run



on the differences and a computed t value of -1.356 was obtained. The

value derived from Snedecor»s t-table at the .05 probability level and

66 degrees of freedom was -1.996. From this it was concluded that evi-

dence was not sufficient to reject the null hypothesis.

The same procedure was followed in testing the 1961 survey data

except that it was compared to the I960 Directory. A computed t value of

-.166 was obtained. Again it was concluded that evidence was insufficient

to reject the null hypothesis.

In order to present a more complete pattern of development of grain

storage facilities at terminal elevators and processing platns in Kansas,

a list of firms was compiled from the 19U5, 1950, 1955, I960, and 1963

Directories. This was then utilized to show changes in storage capacity

by type of operation and by major terminal markets and processing centers

within the state.

Data used in demonstrating the extent of CCC grain marketing activi-

ties were compiled from several sources. Information on surplus stocks,

U5SA approved grain storage capacity, and CCC storage policy was obtained

through correspondence with the Kansas City office of the Commodity Credit

Corporation. CCC chartbooks provided a summary of price support and

storage operations. Various other sources were also utilised to verify

certain of the data.

George I« Snedecor, Statistical tethods (Ames, Iowat The Iowa
State University Press, 1956), p. 36.

2U.S. Dept. of Agriculture, Commodity Credit Corporation, Charts
(Washington* U.S. Government Printing Office), Mov., 1961 and March.
1963 issues.
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Review of Literature

There has been considerable discourse on the impact of CCC acti-

vities on the structure of grain markets. Unfortunately, little of this

effort has amounted to more than personal opinion or conjecture. This

is not surprising , however, in light of the difficulty in procuring an

adequate volume of accurate, complete, and useful data on which to bass

an empirical study. In addition, there is the problem of applying eco-

nomic theory In a manner that will allow the researcher to synthesize a

grain marketing organization unaffected by government action. This step

is of particular Importance if any meaningful comparisons and evalua-

tions are to be made. Apparently, this has been a difficult problem to

reconcile.

Despite the lack of empirical analysis, a substantial number of val-

uable concepts are present in available literature. Most of these con-

cepts lie in the realm of public storage policy rather than dealing with

the effects of a prolonged period of government storage operations on

market structures.

Storage creates time utility. It is made necessary by uneven pro-

duction coupled with a consumption pattern that exhibits a greater degree

of stability over time. Storage of certain agricultural products, par-

ticularly grains, is required because of the harvest which takes place

within a short period whereas consumption continues at a relatively even

pace throughout the year. Besides this, there is a variation in year to

year production. The storage function is utilized as a means of gaining

degree of harmony between production and consumption.

Public policy toward storage of grain has existed for hundreds of
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year*.* It will likely continue for many more. In the United States,

storage policy has been closely tied to general agricultural policy.

This fact was pointed out by HcCoy who said, "Public grain storage policy

in the United States has been largely incidental to agricultural support

programs, storage has been a means of accomplishing various objectives

of agricultural policy."2

The same author outlined four objectives of public grain storage

policy* They arei

(1) Stabilisation of use of physical products through time, (2) sta-
bilisation of farm prices, denaand and gross farx incone, (3) the
raising of prices and income of farmers, and (k) national security.

^

The utilization of a public grain storage policy in implementing

farm programs has been attacked because withdrawal of grains from regular

trade channels has resulted in huge surplus. Some of the pitfalls of a

storage-oriented program are summarized in a 1952 publication.

The history of the Stabilisation Corporations under the Fan
Soard and of storage operations under the Agricultural Adjustment
Act and subsequent legislation shows that it is very easy to with-
draw comodities ttm the narket as a means of raising prices but
difficult or impossible to liquidate these in accordance with any
economically sound plan of •orderly marketing or production adjust-
ment. Sale of government stocks will take place only in periods of
extraordinary deiiand, particularly wartins. Extensive storage in
peacetime thus is costly and contributes to generally inflationary
noveaents. It Is inpossible to achieve a useful and defensible
storage program by using •parity 1 as the criterion for withdrawing

It is neither the authors intention or desire to present a full
discussion of the development of storane policy. Benjamin Omhan covers
this subject quite well in his chapter on "Government and Surplus Stocks"
•r^n. • r~\ S&felMig wnwfci mmhuu ->- r-^.-, &»< ijjt ).

2John H. ?fcCov, "Grain Storage Policy with Particular Reference to
Cost of Storing Wheat in Kansas" (Unpublished Ph.D. dissertation, Uni-
versity of Wisconsin, 1955), p. 70.

3jMd.



stocks from the market. 1

This viewpoint is substantiated by Brandow who explained that CCC

stocks of nonperishable crops have continued to rise and that

• . . ve do not have, nor have we had in the past, a storage program
really designed to stabilise agriculture and to provide for national
emergencies such as war. Our present storage stocks represent the
accumulated difference between products the government has unwillingly
acquired in an effort to support prices and those it has been unable
to get rid of by subsidy or other means.

The downfall of storage operations in supporting and stabilising

farm income apparently lies in the failure of production controls to

limit production to levels consistent with sound agricultural policy.

Overproduction continued to aggravate the situation and compelled the

government to play an increasingly important role in the acquisition,

storage, and disposal of grain. The reaction of the grain trade to fur-

ther inroads into grain marketing by CCC was Inevitable. The "trade's"

position parallels the thought expressed in the following passage.

Also of great concern to the wholesale trade has been the in-
creasing role of government in marketing agricultural products. One
of the biggest wholesalers of all is the Commodity Credit Corporation.
Over the past decade billions of dollars worth of products have been
bought, stored, and sold, directly or indirectly, by this agency as
part of the farm aid program. As the CCC buys and sells, it bypasses
•any private agencies in the wholesale trade. To them this is clearly
a loss of business. The services and functions they perform, their
role in the price-taaking process, and of their volume of business are
modified as the government expands its influence in the trade.-'

burning the Searchlight on Farm Policy (Chicagot The Farm Foun-
dation, 1952), pp. 36-37.

%. B. Brandow, "Opportunities and Limitations in Farm Income-
Support Programs", Problems and Policies of American Agriculture ,

assembled and published by the Iowa State University Center for Agri-
culture Adjustment (Ames, lowat Iowa Stats University Press, I960),
p. 1*38.

barren H. Vincent (ed.), Economics and Management in Agriculture
(Englcwood Cliffs, M. J.i PrentIce-Hall, Inc., 1962), pp. 312-13.
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Farrington
1
, in 1950, discussed some specific effects of CCC opera-

tions on terminal markets. He stated the character of terminal elevator

operations had changed radically from merchandising to one oriented pri-

marily to storage of grain for CSX. Although he admitted that a higher

average rate of occupancy meant greater storage income, he believed this

was being offset by increased costs of storage, "particularly with regard

to the keeping quality and condition of the grain.

"

fc

He deplored the

possibility that an over-supply of facilities at country points brought on

by the emphasis on storage might cause terminals to fall to attract suf-

ficient grain to continue operating.

Farrington also noted that Invasion of grain marketing by CGC would

tend to eliminate brokers and commission firms. He explained their func-

tion Is taken over by government employees when CCC receives possession of

grain at country points. Another concept presented by Farrington was the

assumption of speculative risk by taxpayers. He argued that speculative

action by the government was not, "as helpful to a merchandising agency

as is an open and liquid futures market, for the reason that there are

unpredictable government decisions which are hard to hedge against.*

Other undesirable effects which Farrington mentioned were the trend

away from production and preservation of quality factors in grain and

favorableness toward bigness in marketing agencies. He cited the ex-

pansion of cooperative regional marketing systems as another possible

result of CCC storage operations.

CCC storage operations have had a substantial impact on financing

*C. C. Farrington, "Impact of CCC Operations lipon Marketing Agencies,"

1 of Farm Economics, XXXII (November, 1950), pp. 9U3-5U.

2Ibld.« p. 9U8. 3Ibld ., p. 950.
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grain stocks. This marketing function has probably been influenced sore

by CCC than any except the storage function itself. Tapp discussed this

aspect more fully in the l9Sh Yearbook of Agriculture.

The accumulation of supplies by CCC usually causes the regular
marketing agencies to be cautious about their inventories. That in

turn may tend to exaggerate the volume of the commodity that is placed
under the CCC loan program. Thus the financing that is normally
supplied by the regular marketing agencies and their normal sources
of credit is shifted to a considerable extent to the Commodity Credit
Corporation. 1

Tapp continued, outlining further implications of CCC financing.

Since the objective of CCC financing is price support or price
maintenance rather than marketing as such, it is only natural that
normal marketing and financing agencies will endeavor to shift to the
CCC all of the risks involved in financing of this type. There is

some evidence to indicate that long-continued activities of this type
tend to destroy the normal incentives for marketing agencies and their
supplementary sources of financing to perform their normal marketing
function. On the other hand, however, the CCC has endeavored to en-
courage the handling of much of its paper through private facilities
and price support is of course not a function of the private banking
system.2

Finally, a study on effects of Federal grain storage programs indi-

cate that grain storage capacity added after World War II was built largely

because of the opportunity to store CCC grain, rather than the prospect

of increased merchandising.^ It noted that construction of storage capa-

city in terminal markets was increasing faster than grain available for

marketing. It was concluded that CCC had a greater impact on country

elevators than on terminals in light of the fact that facilities at

ijesse W. Tapp, "How Marketing is Financed," The Yearbook of
Agriculture 19Sb. U.S. Dept. of Agriculture (Washington! U.S. Government
Printing Office, l%k), p. 335.

2Ibid.

^Geoffrey 5. Shepherd, Allen B. Richards, and John U. Wilken, Seme
Effects of Federal Grain Storage Programs. Purdue University Agricultural
Experiment Station Research Bulletin No. 697 (Lafayette, Ind.i I960),
pp. 1-16.
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country points had increased faster than in terminal centers. However, a

shortage of transportation facilities was undoubtedly a primary cause of

this.

In spite of the fact that storage capacity had increased faster at

country points, it was felt that terminals would suffer more if some

measure were introduced to bring production in line with consumption.

This was because country elevators had utilised flat storage buildings to

a greater degree. These can be more readily converted to other uses.

Terminal facilities, on the other hand, have limited ability to be used

for other than grain storage and handling.



CHAPTER II

THE COMMODITY CREDIT CORPORATION. A SUMMARY OF ITS

ORGANIZATION, AUTHORITY, AND METHODS OF OPERATION

This chapter provides a brief history of CCC, a review of the pur-

poses for which it was organized, and a discussion of procedures used by

CCC in carrying out price support and storage programs*

History and Purpose of CCC

CCC was incorporated on October 17, 1933 under the statutes of the

State of Delaware by executive order number 631*0. This arrangement made

it necessary for its charter to be renewed on an annual basis. It was

affiliated with and managed by the Reconstruction Finance Corporation

until July 1, 1939 when it became a part of the United States Department

of Agriculture. Public Law 806, passed by the 80th Congress in June of

191*6, gave approval of the CCC Charter Act which made CCC an agency of the

Federal government under permanent Federal charter. This action eliminated

the necessity of annually renewing the CCC charter. Important amendments

to the Charter Act were made in 191*9.

*

CCC is managed by a board of directors under the guidance of the

Secretary of Agriculture. The Secretary is an ex officio member and

chairman of the board. The six board members are appointed by the

^•Harry W. Henderson, Price Programs, U.S. Dept. of Agriculture
Information Bulletin No. 135 (Washington! U.S. Government Printing Office,
1957), p. 58.
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President subject to confirmation by the Senate. An advisory board of two

members appointed by the President, meets with the Secretary at least every

ninety days. This board functions as "watchdog 11 over the general practices

and policies of CCC. 1

CCC's function in the price support program began in 1933 when it

first supported prices of corn and cotton on a permissive basis. Until

1938* only corn, cotton, tobacco, and naval stores were supported on this

basis. 2 The Agricultural Adjustment Act of 1938 brought about mandatory

supports on certain commodities. This strengthened the position of price

supports in the drive for agricultural stabilization. Price supports were

utilized as an incentive to increase production during World War II and the

Korean War.

The position of CCC in present price support activities is that of a

financing agency. Programs are proposed by the Commodity Stabilization

Service (CSS) but are carried out under the direction and supervision of

the president or executive vice president of CCC. Operations at the state

and local level are the responsibility of the Agricultural Stabilization

and Conservation committees.

The following statement briefly describes the function of CCC in

the price support and storage prograrai

The Commodity Credit Corporation Charter Act, as amended, author-
ises CCC tot (1) Support prices of agricultural commodities through
loans, purchases, payments, and other operations; (2) make available
taaterials and facilities required in the production and marketing of
agricultural commodities} (3) procure agricultural commodities for
sale to other Government agencies, foreign governments, and domestic,
foreign, or international relief or rehabilitation agencies, and to
meet domestic requirements} (h) remove and dispose of surplus agricul-
tural commodities; (5) increase domestic consumption of agricultural
commodities through development of new markets, marketing facilities,

lJbid., p. 60. 2Ibid ., p. 55. 3Ibid., p. 3.
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and uses; (6) export or cause to be exported, or aid in the develop-
ment of foreign markets for agricultural commodities! and (7) carry
out such other operations as Congress may specifically authorize or
provide for.

CCC is directed to utilize, to the maximum extent practicable,
the customary channels, facilities, and arrangements of trade and
commerce in carrying on purchasing and selling operations (except
sales to other Government agencies), and in conducting warehousing,
transporting, processing, and handling operations.

CCC may contract for the use of plants and facilities for the
handling, storing, processing, servicing, and transporting of agri-
cultural commodities subject to its control. CCC has authority to
acquire personal property and to rent or lease office space necessary
for the conduct of its business. It is prohibited from acquiring real
property or any interest therein except for the purposes of protecting
its financial interests and for providing adequate storage to carry
out its programs effectively and efficiently. 1

The Uniform Grain Storage Agreement

Storage of grains for CCC by elevators and warehouses is adminis-

tered under terms incorporated in the Uniform Grain Storage Agreement

(UGSA). This agreement was adopted in 19h0 after much deliberation between

CCC officials and representatives of the grain trade. In brief, this docu-

ment is a contract between CCC and the warehouseman which enumerates the

warehouseman«s responsibilities in storing grain under loan and after it

has been acquired by CCC. The agreement was designed to give the Govern-

ment uniform protection regardless of where and by whoa the grain is stored.

It also provides the farmer a broad choice of reliable warehouses. The

UGSA has shifted a greater part of the responsibility of caring for the

grain to the warehouseman. It also specifies that he re-deliver grain

based on quality factors within the grades rather than on a grade basis

only.

Probably the most important feature of the UGSA, other than the con-

dition of grain storage, is the provisions for uniform rates of payment

l3bid .. p. 59.
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for the various services performed by the warehouse. In the past* rates

varied by kind of grain, the manner in which the grain was stored (can-

mingled or identity preserved),* and the area in which the storage took

place. In I960, rates for the various grains were standardised for all

areas of the country. At present, rates vary by kind of grain and the

manner in which it is stored.

Revisions of both the agreement and rates of payment have been ne-

gotiated several times since its inception in 191*0. Revisions are nego-

tiated at meetings between XC officials and warehousemen. Tables con-

sisting of storing and handling rates applicable in Kansas on a commingled

basis are included in Appendix I. These rates cover the period from the

introduction of the UGSA through the I960 rate revisions.

CCC Policy for Storage of Grain

CCC's master plan for storage of grain was a prominent segment of

over-all storage policy during the enlargement of surplus stocks. This

program for storage of grain outlined a pattern that was, in general,

closely followed in the determination of where and how surplus grains

were stored. The program is as follows:

Commodity Credit Corporations program for the storage of govern-
ment-owned grain is to store such grain as near to the point of origin
as possible. It is to the advantage of the Corporation to store grain
in the areas of production, since the investment in freight is mini-
mized and the grain is stored at locations which will give the greatest
possible degree of flexibility to ultimate destinations.

When it becomes necessary to move grain from country position to
fulfill program needs or to free space in country elevators to make
room for grain at takeover or harvest time, it is moved to terminals
either to secure official weights and grades or for storage in transit.

It is also CCC*s general policy to utilize commercial facilities

1a summary of the specifications of commingled and identity pre-
served storage and the warehouseman's liability in each case can be found
in Appendix III.
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prior to placing grain in government-owned bins for storage. At the
sane time when it becomes necessary to remove grain from its storage
position in order to meet program commitments, it is our policy that
grain will be shipped from commercial facilities prior to shipping it
from CXX-owned bins.

^Obtained in letter from Mr. George 8. Reiser, Director, Kansas City
Data Processing Center, Kansas City, ?to., April 8, 1963.



CHAPTER III

KAGKITUDE CF commodity credit corporatiom

GRAIH STCRAGS OPEJUfflOllS

Fulfillment of its obligations as a government agency engaged in

price support activities, forced CCC to become the foremost storer of agri-

cultural commodities. This has been especially true in the case of sur-

plus grains. By 19S>9, more than ninety per cent of CCC storage costs were

incurred through storage of grain. 1
The magnitude of CCC grain storage

operations is evidence, in itself, of the impact on the grain marketing

industry.

Grain Stocks and Storage Capacity

Commodity Credit Corporation's unique position as a government-

owned corporation laid the foundation for its grain marketing operations.

Because it was designed to be a financing and handling agency for agri-

cultural price support programs, CCC had to utilize various marketing

functions2 to discharge its duties efficiently.

Apparently, CCC affected the grain marketing industry to a greater

1U. S., Congress, House, Subcommittee of the Committee on Agriculture,
marinas. Storage Operations of CCC . 66th Cong., 1st Sess., 1?$$>, p. 3.

Marketing experts disagree on Just how many specific marketing
functions exist. R. L. Kohls, in his widely known text Marketing of
Agricultural f roducts (Mew Yorki The tfacaillan Company, l$6l), pp. 16-21,
lists eight marketing functions. These arc buying, selling, storage,
transportation, standardization, financing, risk-bearing, and market
information.
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extent through use of the storage function than through use of any other.

The primary reason for this was the build-up of surplus grain stocks. In

the period following the Korean conflict, government-owned stocks of wheat,

corn, and other feed grains 1
rose to previously unknown levels. Data on

CCOowned grain disclosed that on December 31, I960 stocks of wheat, corn,

other feed grains, and soybeans totaled more than three billion bushels2

(see Table 1). A closer look shows that 2,366 million bushels, or seventy-

five per cent of these grains, were stored in commercial warehouses on that

date* At the sans time, capacity of warehouses approved under the Uniform

Grain Storage Agreement stood at i.,u68 million bushels (see Table 2). In

other words, fifty-three per cent of the capacity of approved commercial

warehouses was occupied by CCC-owned grain on December 31, 1960. While

this figure is limited in meaning because of an arbitrarily chosen date,

it does denote the extent of CCC's impact on coreuercial storage.

It must be noted that percentage of Uniform Grain Storage Agree—at

capacity used to store CCC- owned grain varies considerably throughout the

year. For example, on April 1 when wheat under loan from the previous

year's crop is taken over by OX, the portion of storage capacity utilised

by CCC might be substantially greater than fifty per cent. At other times

it may be lower.

It was Impossible to determine the precise amount of grain storage

capacity built as a direct result of increased grain stocks and various

construction incentives. However, a comparison of construction in two dif-

ferent periods is useful. In 1925, Boyle estimated that storage capacity

includes oats, barley, grain sorghums, and rye.

^Tables showing bushels of each grain by position on December 31 for
the years 1953 through 1962 are included in Appendix II.
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TABLE 1.—Stocks of CCC-owned grains* and soybeans by position13 in Kansas
and the United States on December 31, 1953 through 1962c

Year and
Location

Commercial
Warehouses

Maritime
Fleet

CCC Bin
Sites

Total

1953
Kansas d
U.S. d

1951*

Kansas 152.5
U.S. 71*6.9

1955
Kansas 227.7
U.S. 1,028.5

1956
Kansas 229.6
U.S. 1,105.7

1957
Kansas 259.8
U.S. 1,197.7

1956
Kansas 231.8
U.S. 1,507.9

1959
Kansas U38.6
U.S. 2,210.1*

1960
Kansas 1*19.9

U.S. 2,368.2
1961
Kansas U76.ii

U.S. 2,181.8
1962
Kansas 1*78.6

U.S. 1,962.0

(Millions of Bushels)

d
d

72.2

88.0

77.9

"38.5

52.2

32.9

37.7

35.9

36.6

d
d

28.5
590.2

29.0
61*8.7

27.6
721* .1*

214.8

676.3

21*.

686.7

19.8
626.1*

2i*.9

71*6.5

26.1
700.8

21*.

7

593.1

d
8i3.l1

181.0
1,1*09.3

256.7
1,765.3

256.3
1,953.1

281*.

6

1,9U*.6

255.9
2,21*6.8

1*58.1*

2,869.6

iiliU.d

3,151*.l*

503.3
2,918.1*

503.3
2,591.7

aIncludes wheat, corn, oats, grain sorghums, rye, and barley.

bIncludes stocks sold but not delivered) does not include stocks in
transit.

Calculated from: Information obtained in correspondence with the
Kansas City office of th« Coaaodity Credit Corporation.

^Totals by position for Kansas and the United States omitted because
information on wheat by position was unavailable.
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TABLE 2.—Storage cai-;;city of OX bin sites and Unifora Grain Storage
Agreement warehouses in Kansas and the United States on December 31,

1953 through 1962a

Year and
Location

CCC Bin
Sites

Commercial
Warehouses

Total

1953
Kansas
U.S.

1951*

Kansas
U.S.

1955
Kansas

U.S.
1956
Kansas
U.S.

1957
Kansas
U.S.

1958
Kansas
U.S.

1959
Kansas
U.S.

1960
Kansas
U.S.

1961
Kansas
U.S.

1962
Kansas
U.S.

2h,699
63u,&7

21,699
635,325

W*,667
8147,087

1*5,371*

990,1*17

1*5,371*

990,650

1*5,365

988,811

1*5,31*2

986,728

1*5,337

983,551

1*5,339

982,031*

1*5,337

980,31*1

(Thousands of Bushels)

202,191*

1,31*0,893

293,982b

1,956,031*

350,175b

2,260,773

uoci,36?

2,565,510

1*62,536

2,8m,22*3

595,11*8

3,528,255

71*7,151

1*,198,178

770,71*7

1*,1*67,797

827,663
1*,883,137

833,380
14,790,878

226.863
1,975,71*0

318,651
2,591,359

39*4,81*2

3,197,860

1453,71*3

3,555,927

507,910
3,831,893

6140,513

14,517,066

792,1*93

5,18*4,906

816,0814

5,1451,3148

873,022
5,865,171

878,717
5,771,219

^lculated from: Information obtained in correspondence with the
Kansas City office of the Commodity Credit Corporation.

b£stinatea by mathematical interpolation.
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of country elevators, terminal elevators, and mills was 950 million bu-

shels. 1 Licensed commercial storage capacity on August 31, 1950 was 1,125

million bushels (see Table 3), or an increase of slightly more than eighteen

per cent in the twenty-five year period. Between 1950 and 1962, storaga

capacity increased by 326 per cent (see Table h) to a total of k,791 million

bushels.

It appears that part of this huge increase was due to the need for

additional facilities to handle grain from a aore mechanized and faster

harvest. Expanded grain production may have also affected the situation.

It is doubtful , however, if the two factors mentioned above had more than

a minor effect on storage construction.

Analysis of grain carryover^ confirmed the apparent impact of COC

activities on grain marketing. Table 5 reveals CCC owned at least fifty

per cent of wheat carryover in every year but one since 19U9. A high was

reached in 195« when 9ii.8 per cent of wheat carryover was owned by CCC.

CCC had at least sixty per cent of carryover corn in its possession during

the 1955-61 period (see Table 6). Ownership of such a large part of carry-

over stocks by a government agency has certain economic implications with

respect to the risk-bearing and financing functions of the marketing process.

To begin with, there is considerable risk associated with storage of

1James E. Boyle, tfarksting of Agricultural Products (Kew York* McGraw-

Hill Book Co., 1925), p. 135.

2Most estimates of increased grain production since 1925 fall in the

thirty-five to forty-five per cent range.

3The term "carryover" refers to those stocks of grain remaining fro*

the previous year , s supply on carryover date. It does not include new

crop grain or grain imported for processing and reshipment. July i is the

accepted carryover date for wheat. For corn, it is October 1.
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perishable coraaoditles. Under a market organisation unaffected by govera-

ment intervention, risk is borne by individuals and firms engaged in the

marketing process. Insurance against risk and losses suffered are definite

marketing costs.

Of equal Importance is the financing function. Capital must be tied

up in any operation in which a time lag exists between first sale of the

commodity and its delivery to the final consumer. This is particularly im-

portant when a commodity is stored for lengthy periods. Interest on capital

tied up in stcrage operations represents a major marketing cost. It is

obvicus that ownership of a major portion of grain reserves by CCC relieved

grain firms of a substantial amount of the risk-bearing and financing func-

tions connected with carrying stocks of grain. This, in turn, made capital

available for expansion of storage facilities.

Storage Payments

Total cost of storing and handling surplus agricultural commodities

in fiscal years 1951 through 1962 was nearly four billion dollars. Approx-

imately eighty per cent of this sum went to commercial grain stcrage firms.

Storage and handling costs of CCC from 1951 throutfi 1959 are sumiiarised in

Table ?.

Payments made by CCC for grain storage were distributed among a

^•Risk Is generally divided into two broad classifications—physical
risk and narket risk. Physical risk implies loss through destruction or
deterioration of the commodity as it moves through market channels. Market
risks are such phenomenon as unfavorable price changes or adverse changes
in consumer preference.

Estimated front Commodity Credit Corporation, Charts, Nov., 1961
ana Uarch 1963* tablet 3 and 5A respectively. This estimate includes re-
seal loan storage expenses and other minor expenses which are now carried
as current operating expenses by CCC.
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large number of firms. Testimony before a special investigating subcom-

mittee of the United States Senate Committee on Agriculture and Forestry

establisned that approximately 11,000 commercial warehousemen shared in

storing and handling grain for CCC. 1 Warehouses were locateu in all parts

of the country, but were concentrated in the Corn Belt and Great lains

regions.

Individual storage and handling payments in excess of 5500,000

proved to be an indicator of the concentration in ownership of grain stor-

age facilities. Table C shows that storage and handling payments of

#00,000 or raore were 31.7 per cent to i,2.6 per cent of total CCC storage

costs from 1956 through 1962. The significant fact was that no more than

seventy-four firms, or less than one per cent of all firms storing grain

for CCC, received more than $500,000 in a single year. Table 9 provides a

breakdown of storage and handling payments in excess of $500,000.

Special Incentives to Facilitate Construction

Grain surpluses acquired under price support programs outgrew

facilities available to store then soon after world War II. Because of

this, CCC offered special incentives to facilitate and encourage construc-

tion of additional storage space. These incentives were partial occupancy

guarantees designed to induce storage construction by reducing the uncer-

tainty of maintaining a large enough storage inventory to pay for the

facility. To accomplish this, CCC compensated the elevator operator for

storage space unused when the newly constructed facility was not filled

i n ii
i

i . i . i
i i i. . .i i i

,i 1
1

*U. S., Congress, Senate, Special Investigating Subcommittee of the
Committee on Agriculture and Forestry, Report, Grain Storage Operations
of the Commodity Credit Corporation ^ «%th Cong., 2nd Sess.^ l$t>C, p. 3.
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to the level specified in the occupancy contract.

The first occupancy contracts were offered in 19U9 and were followed

lay similar programs in 1950 and 1951. * These contracts guaranteed occu-

pancy at seventy-five per cent of capacity for three years on new storage

facilities and for two years on additions to elevators. 2 These efforts

accounted for the construction of about eighty million bushels of storage

space. *

Another type of occupancy contract was offered in August and Septem-

ber of 1953* The offer was opened again in ^4ay of 195U and closed in August

of that year. This contract gave the warehouseman a choice of three plans J*

Under plan I, CCC would underwrite up to seventy-five per cent occupancy

for three years and forty per cent occupancy for an additional two years.

Plan II offered up to sixty per cent occupancy for five years and plan III

guaranteed six years at fifty per cent. Tub 1953-51* plan increased storage

capacity by approximately 180 million bushels.

5

Although not directly connected with CCC, a provision of 195ii amend-

ments to the 1939 Internal Revenue code was designed specifically to expand

grain storage capacity.6 Essentially, this provision enabled the

^Henderson, p. 20.

2Gary Francis Sullivan, "The Impact of Government Storage Policy on
the Size and Location of Commercial Storage Facilities in Kansas " (unpub-
lished Masters report, Department of Agricultural economics, Kansas Stats
University, 1961), p. U3.

3Henderson, p. 20.

*HJ. S., Congress, House, Committee on Agriculture, Hearings^ Storage
Operations of CCC, 66th Cong., 1st Sess., 1959, p. 9.

Henderson, p. 20.

**• S., Statutes at Urns . LXVIII A, Sections 168 and 169, 52-57.



warehouseman to construct or remodel facilities for grain storage and de-

preciate them out over a five year period. This act covered facilities

completed after December 31, 1^2 and prior to January 1, 1957.



CHAPTER IV

CHANGES Hi KAISAS TERMIIAL ELEVATORS

Changes in storage capacity, number, and location of terminal

elevators in Kansas between 194*5 and 1963 are summarized in Chapter IV.

Development of grain storage facilities at the major terminal and sub-

terminal centers is emphasised. A short discussion of storage facilities

at wholesale processing plants is included because certain of these facil-

ities were operated as terminals to some extent.

Growth of Storage Capacity, 19U5-63

A tremendous expansion of grain storage capacity in Kansas took

place after World bar II. Elevators and warehouses in the state con-

structed nearly 720 millions cf bushels of storage space during the post*

war period. In other words, commercial storage capacity in Kansas in-

creased by more than four times in the eighteen-year interval between

19U5 and 1963. Although the largest share of this construction was at

country elevators, 1 construction of new facilities at terminal and sub-

terminal or "secondary"2 elevators was momentous in its own right.

^Sullivan, p. U9. Sullivan calculated that fifty-three per cent of

the increase in Kansas commercial storage space between 191*5' and 1959 was
due to construction at country elevators, forty-one per cent was due to
construction at terminal elevators, and four per cent due to warehouses
constructed at flour mills.

2The term "secondary" is rather indefinite as to what it includes.
Host authorities classify an elevator on the basis of origination of the
grain handled by the elevator. Thus, an elevator which received the major



As an aid in demonstrating the development of storage space at

secondary elevators and warehouses, a population of firms Known to be

operating as terminal or sub-terminal elevators was selected from the

!9hS Kansas Official Directory. 1
Warehouse capacities listed in the

Directory were also used. Directories for 1950, 1955, I960, and 1963

were utilized to portray the growth of the original population and to add

new facilities. Capacity of the terminals and sub-terminals was ca piled

by crop reporting district for the several years and appears in Table 10. 2

A close look at Table 10 discloses that storage capacity of ter-

minal elevators increased by almost 300 million bushels from 19y5 until

1963. This amount represents almost forty-one per cent of the increase

in commercial storage capacity in Kansas during that eighteen-year period.

Growth of storage capacity was most rapid in two five-year periods, 1951-

55 and 1956-60. Storage capacity more than doubled in each of the two

intervals. The largest increase occurred between 1955 and 1960, and

totaled 180.1* million bushels. Construction by ten firms at six major

terminal and sub-terminal markets accounted for li*l million bushels of

the 1955-60 increase. This indicates that storage capacity of terminal

part of its grain direct from the farmer is a primary elevator, or as it
it more commonly called, a country or local elevator. A secondary ele-
vator is one which receives the bulk of its grain from other elevators
and warehouses. Terminals, sub-terminals, and port elevators generally
comprise this classification.

Iftanias Official Directory (Hutchinson, Kans.» Kansas Grain and
Feed Dealers Association).

'Table 10 is intended only as an approximation of the actual
capacity of terminal and sub-terminal elevators in the several crop re-
porting districts. This is due in part to the difficulty of the Associ-
ation in obtaining accurate information from all grain firms in Kansas.
In addition, certain warehouses may have been unintentionally omitted
when the data was compiled.
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elevators became concentrated in a few extremely large facilities despite

the building of numerous new facilities.

Development of storage facilities at the six major terminal and

sub-terminal markets exhibited a trend to decentralization in the 19U5-63

period. Table 11 summarizes growth of terminal elevators at Atchison,

Hutchinson, Kansas City, Salina, Topeka, and Wichita. Storage capacity

increased considerably more at the interior terminals than at Kansas City. 1

Several elevators which functioned as sub-terminals were constructed at

interior cities other than the major ones. Capacity at the six major ter-

minal centers accounted for approximately ninety-three per cent of terminal

and sub-terminal storage capacity in Kansas on January 1, 1963.

of Terminal Elevators, 191*5-63

The change in number of terminal and sub-terminal elevators between

19U5 and 1963 was as profound as the tremendous increase in storage capacity.

Twenty-four terminal and sub-terminal elevators were selected from the 19US

Directory. By 1963, fifty-five elevators were selected, an Increase of

thirty-one over 19u5. Twenty-five of the thirty-one were either built since

IS/kS or were country elevators whose operations altered enough to be classi-

fied as sub-terminals. About seventy-five per cent of the increase in ter-

minal storage capacity was the result of facilities built after 19U5.

Warehouses at six processing plants that discontinued processing were con-

verted to terminal elevator operations between 19b5 and 1963.

Wholesale Processing i lants

In some instances, warehouses at processing plants were utilized

It must be noted that storage capacity listed for Kansas City in-
cludes only facilities located in the Kansas City, Kansas area.
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partially as terminal elevators. This was especially true in the case of

the larger flour mills. Most wholesale processing plants surveyed in 1951*

and 1961 (see pp. 5-11) indicated they stored grain for other than their

own inventory. A few were actually terminal elevator-flour mill combina-

tions. In order to more accurately state terminal elevator capacity, the

larger mills were also selected from the Directories. Capacities of these

facilities are shown by crop reporting district in Table 12.

While numbers of terminal elevators increased after 191*5, numbers

of processing plants declined. A total of forty-nine wholesale processing

plants were listed in 191*5. Only forty-one remained by 1963. Six of these

were converted to terminals (see above) and two others became country ele-

vators. The trend to fewer wholesale processing plants, especially flour

mills, is likely to continue due to the replacement of the old, inefficient

plants with modern processing facilities. Storage facilities at many of

the old plants will be converted to terminal or sub-terminal operations.
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CHAPTER V

ANALYSIS OF SURVEY DATA

Analysis of data compiled from 19$k and 1961 surveys of terminal

elevators and wholesale processors provided several meaningful comparisons

that indicated possible CCC influence on grain marketing and storage

capacity of Kansas terminal elevators. Chapter V is devoted to presen-

tation of this material.

Results of the Survey

As stated in Chapter I, seventy-seven of eighty-four 195U and

ninety-three of approximately one-hundred 1961 survey schedules of termin-

al elevators and wholesale processors were completed adequately enough to

be of use in this study. The seventy-seven 195U schedules represented

warehouse facilities capable of storing 121.9 million bushels of grain.

The average storage inventory of this facilities during the 1953-51* grain

marketing year proved to be 97*6 million bushels or 80.1 per cent of

capacity.

Capacity of the ninety-three facilities surveyed in 1961 was 359.2

million bushels. Average storage inventory in I960 was approximately 309

million bushels or 86.0 per cent of capacity. Capacity and average storage

inventory of facilities surveyed are shown in Table 13.

Terminal and Sub-terminal Elevators

Warehouse facilities operated primarily as terminal and sub-terminal
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TABLE 13.—Number of firms, storage capacity, average storage inventory,

per cent fill, bushels merchandised, and bushels processed by firms sur-
veyed in 195U and 19f;l

a

IJ5J I960

Mumber of Firms 77 93

Storage Capacity (Bus.) 121,937,000 359,178,000

Average Inventory (Bus.) 97,621,000 308,983,000

Per Cent Fill (*) 80.1 86.0

Bushels merchandised 5U, 138,000 1&, 179,000

Bushels Processed 62,739,000 9U,506,000

^lculated front 195U and 1961 surveys of Kansas terminal elevators
and wholesale processors.

elevators accounted for thirty-one of the useable 195U schedules. 1953

storage capacity of the thirty-one facilities vas slightly more than

eighty-five million bushels. By I960, these same warehouses had more

than doubled in size and had storage capacity of 203*3 million bushels.

In 1953, the thirty-one warehouses had an average storage inventory of

69.8 million bushels, or 62.1 per cent of capacity. Average inventory

in I960 was 88.7 per cent of capacity or 278.1 million bushels. Contin-

ued growth of CCC-owned surpluses apparently made it possible to maintain

a high average storage inventory despite the construction of a record

amount of new storage facilities. By the same token, the maintenance of

a high average inventory undoubtedly made construction of additional fa-

cilities highly profitable.

A considerable portion of the increase in terminal elevator stor-

age capacity shown by the 195k and 1961 surveys was due to elevators con-

structed after 1953. Firms who switched from country elevator to terminal
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elevator operations according to the definitions of the surveys, were also

important. New terminal elevators of both types accounted for 111.5 mil-

lion bushels of the total capacity increase. These facilities were cj.6

per cent filled during I960. Capacity, average storage inventory, per cent

fill, and merchandising volume of terminals in the 1951* and 1961 surveys

are listed in Table 1L.

Several differences worthy of note were disclosed by the two sur-

veys. It is impossible, however, to conclude that such differences actu-

ally represented trends because only two years operations were examined.

A case in point is merchandising volume. Although the number of bushels

of grain merchandised by the firms surveyed in 1961 was more than twice as

much as the volume reported in 195U(see Table Ik), this is not proof that

grain available for merchandising is on an upward trend.

One of the more prominent changes concerned the volume of grain

merchandised by regional grain cooperatives. In 1953> four cooperative

terminals merchandised 13.6 per cent of all grain merchandised by the

thirty-one terminal and sub-terminal elevators surveyed. Calculations

made on I960 data revealed that five cooperatives merchandised kh.9 per

cent of the merchandising volume of the fifty-five terminals. There is

some indication that increased merchandising through cooperatives was

influenced by CCC operations. Whether the activities of CCC were actually

more favorable to cooperatives than to private grain firms, is a question

that has been raised many times in the past. It is possible that the

cooperatives were quicker to take advantage of the situation that existed

during the period of high price supports and huge storage payments. In

any event, there is not sufficient evidence to conclude definitely that

the activities of CCC were more favorable to cooperatives.
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Table 15 compares operations of cooperative and non-cooperative

terminals and sub-terminals for 1953 and I960.

TABLE 15.—Comparison of cooperative and non-cooperative operations,

1953 and I960. (Capacity, average inventory, and bushels merchandised
in thousands of bushels.

)

a

1953 1960

Capacity
Cooperatives
Non-cooperatives

23,860
61,175

56,110
258,710

Average Inventory
Cooperatives
Non-cooperatives

15,500
5i»,325

50,630
227,1*21

Per Cent Fill
Cooperatives
Ncn-cooperat ives

65.056

88.8*
90.5$
87.9*

Bushels Merchandised
Cooperatives
Non-cooperat ives

6,700
U,378

59,276
72,571

aCalculated fromt 195U and 1961 surveys of Kansas terminal elevators
and wholesale processors.

The surveys of 195b and 1961 revealed another marked change in the

operations of terminal and sub-terminal elevators. This change vas con-

cerned with the number of terminals storing for or receiving grain directly

from farmers. Seventeen of thirty-one 1953 terminal operators noted they

stored grain for farmers. By I960, only four of fifty-five terminals

stored for farmers. Apparently, the abundance of CCC grain enabled ter-

minals to become more clearly defined in their operations.



CHAPTER VI

SUMMARY AMD COMCLUSIOSS

Generally speaking, the purpose of this study was to examine CCC

price support and storage operations in order to determine in what way

these operations affected the various aspects of grain Marketing in a

period from 1&5 to 1963* Government price support activities vere at

their peak during this period. This study had particular reference to

effects on Kansas terminal elevators and their operation.

The paper began with an introduction of the problem and the objec-

tives of the study. The first major task undertaken was a description of

the Commodity Credit Corporation, its purpose, and the authority under

which it works. This was followed by a discussion of the size and scope

of CCC storage payments, and special programs to encourage the building of

grain storage facilities*

The next segment of the paper related the changes in size, number,

and location of terminal elevator facilities in Kansas and some implica-

tions of these changes. Finally, results of surveys of terminal elevators

in Kansas were presented. Several conclusions were made from the material

presented in this paper.

(1) The first conclusion is that grain acquired under the price

support programs and the resulting CCC grain storage activities

were primarily responsible for the huge increase in grain stor-

age facilities.

(2) It appears that CCC's policy of storing grain as near to the
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point of proaucticn as possible was largely responsible for

the increased amount of grain storage built in Kansas and sur-

rounding areas* This region produced and stored much of the

surplus hard winter wheat during the period covered in the

study. It must be noted, that other factors such as freight

rates say have affected this situation.

(3) It was also concluded that CCC's assumption of the financing

and risk-bearing functions associated with holding grain stocks,

materially encouraged the building of storage facilities. Assump-

tion of the financing and risk-bearing functions by CCC made cap-

ital available for storage construction.

(h) Finally, it was concluded that the huge expansion of grain

storage capacity of country and terminal elevators in Kansas

has serious implications if this nation's future agricultural

and trade policy is successful in equating supply and demand

for wheat and feed grains. Assuming country elevators can

effectively carry on limited merchandising operations in this

day of modern communications, there will be little reason for

substantial quantities of grain to move through Kansas terminals

due to the large amount of storage space at the country points.
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APPENDIX I

RATES FOR STORING AMD HANDLING GRAIN ON A COMMINGLED
BASIS UNDER THE UNIFORM GRAIN STORAGE AGREEMENT
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APPBMDIX II

STOCKS OF CCC-OWHED GRADE BY POSITION OH
D3CEMBER 31, 1953 THROUGH 1962
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TABLE 21.—Stocks of CCC-owned wheat by position in Kansas and the United
States on December 31, 1953 through 1963

Year occ Commercial Maritime ToUl
Bin Sites Warehouses Fleet

(Millions of Bushels)

1953
bmi b b b b
U.S. b b b Ul*8.3

195a
;tansas 21.1 IU8.5 «... 169.6

U.S. 60.8 616.U 72.2 7U9.U

1955
Kansas 21.9 210.1 —.. 232.0

U.S. 53.5 7U7.0 68.0 888.5

1956
Kansas 20.0 22^.6 n« 2Ui.6
U.S. 1*7.9 688.0 78.0 813.9

1957
Kansas 16.8 252.0 .... 268.8

U.S. 36.3 652.7 38.5 727.5
1958
Kansas 16.3 220.0 »» 236.3
U.S. 35.1 662.3 52.2 71*9.6

1959
Kansas 12.9 367.3 —

—

380.2
U.S. 38.0 1,013.6 32.9 1,08J*.5

1960
Kansas 13.1 351.7 —

—

361* .8

U.S. U0.2 1,021.2 37.7 1,099.1
1961
Kansas 12.7 iiOU.O —

—

k16.7

U.S. 2U.5 1,028.5 35.9 1,088.9
1962

Kansas 11.5 kfikA mmmm 1(16.1

U.S. 21.7 962.5 36.6 1,020.8

aSourcei Information obtained in correspondence with
office of the Commodity Credit Corporation. Stocks include
sold but not delivered. Does not include stocks in transit.

the Kansas City
those stocks

^Totals by position for Kansas and the United States omitted be-
cause information on wheat by position was unavailable.
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TABLE 2?.—:Stocks of CCC-owned corn by position in Kansas and the United

States on December 31]
i
1953 through 19628

Year
ccc

Bin Sites
Commercial
Warehouses

Total

(Thousands of Bushels)

1953
Kansas 4,623 202 4,825
U.S. 326,404 35,042 361,446

1954
Kansas 5,759 1,342 7,101
U.S. 510,330 95,875 606,205

1955
Kansas 6,614 2,018 8,632
U.S. 583,814 173,798 757,612

1956
Kansas 7,382 3,927 11,309
U.S. 669,785 335,708 1,005,493

1957
Kansas 7,725 7,470 15,195
U.S. 639,223 430,451 1,069,674

1958
iwansas 6,981 1,884 8,865
U.S. 633,51*5 498,579 1,132,124

1959
Kansas 6,141 5,478 11,619
U.S. 569,796 647,696 1,217,492

1960
Kansas 10,914 7,470 18,384
U.S. 688,102 754,626 1,442,728

1961
Kansas 12,473 3,015 15,448
U.S. 658,103 544,290 1,202,393

1962
Kansas 12,317 3,631 15,948
U.S. 556,817 393,032 949,849

Source t Information obtained in correspondence with the Kansas
City office of the Commodity Credit Corporation. Stocks include those
stocks sold but not delivered. Does not include stocks in transit.
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TABLE 23.--Stocks of CCC-owned soybeans by position in Kansas and the

United States on December 31, 1953 throush 1962*

Year
ccc

Bin Sites
Commercial
., are ix uses

Total

1953
Kansas
U.S.

195U
Kansas
U.S.

1955
Kansas
U.S.

1956

U.S.

1957
Kansas
U.S.d

1958
Kansas
U.S.

1959
Kansas
U.S.

1960
Kansas
U.S.

1961
Kansas
U.S.

1962
Kansas
U.S.

(Thousands of Bushels)

588

1,95U

12

327

25
291

1*6

262

721

299

1,390

9,829

12,569

67U
35,136

8

1,309

305

1,390

11,783

18

12,896

25
291

720
35,398

aSource: Information obtained in correspondence with the Kansas
City office of the Commodity Credit Corporation. Stocks include those
stocks sold but not delivered. Does not include stocks in transit.

b
157,UQ5 bushels in transit,

less than 1,000 bushels.

d679,368 bushels in transit.
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TABLE 21*.«—Stocks of CCC-owned rye by position In Kansas and the United
States on December 31, 1953 through 1962*

Year ccc
Bin Sites

Commercial
Warehouses

Total

1953
Kansas
U.S.

19SU
Kansas
U.S.

1955
Kansas
U.S.

1956
Kansas
U.S.

C

1957
Kansas
u.s.d

1958
Kansas
U.S.

1959
Kansas
U.S.

1960
Kansas
U.S.

1961
Kansas
U.S.

1962
Kansas
U.S.

(Thousands of Bushels)

1

1,1*58

1*

675

38

b
10

205

b
290

1

1*03

1*2

138

51
6U

12*0

b

870
1

2,328

15

2,631
19

3,306

53
1*,720

53
1*,758

5
771*

5

10

1,531

10

1,736

57
2,1*53

57
2,71*3

87
3,556

88

3,959

178

3,061
220

3,099

Mfc
95

328

Sources Information obtained in correspondence with the Kansas City
office of the Commodity Credit Corporation. Stocks include those stocks
sold but not delivered. Does not include stocks in transit.

*less than 1,000 bushels

C816,000 bushels in transit

^0,713 bushels in transit
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TABLE 25.--Stocks of CCC-ovned grain sorghums by position in Kansas and

the United States on December 31, 1953 through 1962a

Year
ccc

Bin Sites

Commercial
Warehouses

Total

(Thousands of Bushels)

1953
Kansas
U.S. 2

1951*

Kansas 1,653
U.S. 1,720

1955
Kansas 3
U.S. 7

1956
Kansas k
U.S. k

1957
Kansas
U.S. aZ

1958
Kansas 766
U.S. 2,51*9

1959
Kansas 773
U.S. 3,86b

1960
Kansas 862
U.S. 5,259

1961
Kansas 891*

U.S. 5,259
1962
Kansas 609
U.S. 1*,823

21

31

3U
U7

2,636
U*,736

1*,290

16,1*56

15,260
1*8,979

15,263
1*8,986

1,01*8

58,805
1,052

58,809

330
63,513

337
63,527

9,1*11*

251*,620
10,180

257,169

65,61*1

1*75,591

66,1*11*

1*79,1*55

60,511
51*0,576

61,373
5U5,835

68,968
580,01*8

69,862
585,307

65,1*07

539,770
66,016

5U*,593

aSource» Information obtained in correspondence with the Kansas
City office of the Commodity Credit Corporation. Stocks include those
stocks sold but not delivered. Does not include stocks in transit.
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TABLE 26.—Stocks of CCC-owned oats by position in Kansas and the United
States on December 31, 1953 through 19623

few
coc

Bin Sites
Commercial
Warehouses Total

(Thousands of Bushels)

Kansas ...

U.S. 220
1951*

Kansas 59
U.S. 11,577

1955
hMM 351
U.S. 9,1*35

1956
Kansas •M
U.S. U,686

1957
Kansas ~.
U.S. 953

1958
Kansas 17
U.S. 3,978

1959
Kansas 1*8

U.S. 1,692
1960
Kansas MM
U.S. 1,061*

1961
Kansas 1

U.S. 653
1962
Kansas 7
U.S. 1,961*

1,390 1,610

11,961
59

23,538

212

25,823
563

35,258

90
26,619

90
31,305

13,099 U*,052

252
21,167

269
25,11*5

71

9,675

119
11,367

66
9,890

66
10,954

6,108
1

6,761

11,255
7

13,239

aSourcei Information obtained in correspondence with the Kansas
City office of the Commodity Credit Corporation. Stocks include those
stocks sold but not delivered. Does not include stocks in transit.
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TABLE 27.—Stocks of CCC-ovned barley by position in Kansas and the United
States on December 31, 1953 through 1962*

Year
OCC

Bin Sites
Commercial
Warehouses

Total

(Thousands of Bushels)

1953
Kansas —

—

U.S. 32
1951*

Kansas __
U.S. U,270

1955
Kansas Ufa
U.S. 1,307

1956
Kansas 233
U.S. 2,03U

1957
Kansas 21*1

U.S. 1,827
1958
Kansas 31
U.S. 9,381

1959
Kansas b
U.S. 18,5*1

1960
Kansas 8
U.S. 13,11*8

1961
Kansas 62
U.S. 12,161

i/Oc
Kansas 139
U.S. 7,ii61

U89 521

1 1

7,053 11,323

75
29,955

199
31,262

2

36,81*9

235
38,883

16

35,775
257

37,602

161

59,850
192

69,231

7

1*8,777

7

61,128

89
38,390

97
51,538

262

19,786
321*

31,91*7

3,817
20,097

3,956
27,556

aSourcet Information obtained in correspondence with the Kansas City
office of the Commodity Credit Corporation. Stocks include those stocks
sold but not delivered. Does not include stocks in transit.

DLess than 1,000 bushels.
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Warehousemen have had a choice of two methods of storing and hand-

ling CCC-owned grain under the Uniform Grain Storage Agreement. These

methods are the commingled and the identity preserved and which is used

depends somewhat on how the grain is received and the provisions of the

individual warehouseman's contract.

Grain stored and handled on an identity preserved basis must be

segregated in a manner such that only that particular lot of grain will

be delivered to the holder of the warehouse receipt. Such receipts are

marked identity preserved and the grain is sealed in bins under the super-

vision of a disinterested custodian or under such other condition of

supervision as CCC specifies. If grain is stored identity preserved the

warehouseman is not liable for the quality of the grain unless he fails

to provide satisfactory storage or unless he has failed to notify CCC

that the grain is in danger of going out of condition. The warehouseman

is liable for quantity of identity preserved grain including natural

shrinkage.

Commingled storage requires only that the warehouseman maintain a

stock of grain that is "fairly representative of the quality" of the grain

defined by warehouse receipts held by CCC or other depositors. CCC grain

must remain in the warehouse in which it was originally deposited.

Unless the contrary is agreed to in writing by CCC and the ware-

houseman prior to deposit of the grain, all grain accepted for storage is

understood to be commingled. Grain accepted for handling only is also

understood to be on a commingled basis unless the warehouseman notifies

CCC of his intention to do otherwise. Grain accepted for direct transfer

is considered to be identity preserved unless CCC specifies that it can

be handled commingled.
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Under corar.ingled storage, the warehouseman Is liable for all losses

in quantity and quality of CCC grain stored in his facilities except those

he is not required to insure against.
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It is well-known that Commodity Credit Corporation has been a

potent force in the marketing of grains due to its price-support and

storage operations. The thesis upon which this abstract is based, is de-

voted to describing CCC operations and their effects on grain marketing

in general, and the development of terminal storage facilities in Kansas,

in particular.

The paper was begun with an introduction of the problem and fol-

lowed by a brief explanation of objectives, procedures, and the sources

of data. A section devoted to a review of literature, was included in

order to provide the necessary background and a better understanding of

the problem.

The history and purpose of the Commodity Credit Corporation was

discussed in the next chapter. It was explained that CCC was originally

part of the Reconstruction Finance Corporation, and was later put under

the control of the United States Department of Agriculture. In addition,

the chapter outlined the Uniform Grain Storage Agreement and described

the policy used by CCC in storing grain acquired under price-support

programs*

The paper continued with a discussion of CCC payments to grain

firms for storage of grain. Tables showing capacity of commercial ware-

houses and stocks of CCC-owned grains for several years were included as

a means of demonstrating the impact of the build-up of government grain

stocks. The methods used to encourage storage facility construction were

outlined also. The ever-all purpose of the chapter was to define the

magnitude of CCC storage operations.

Changes in ntnber and location of terminal elevator facilities

ver«? brounht. out next. It was found that storaoe capacity of terminal



and sub-terminal facilities increased by more than 180 million bushels

between 1955 and I960. Over 11(0 million bushels of this storage space

was constructed by only ten firms. It appeared the net effect of the

huge increase was tc concentrate ownership cf facilities in the hands of

a few major storage firms. The number of terminal and sub-terminal ele-

vators more than doubled during the 192*5-63 period.

Data obtained from surveys of Kansas terminal elevators and whole-

sale processing plants in 195*1 and 1961 substantiated much of the material

presented earlier in the paper. The surveys also revealed that warehouse

facilities remained filled to high rate of occupancy in spite of the rapid

increase in construction. The 1951* survey showed that terminal facilities

were 80.1 per cent filled in 1953. In 1960, facilities were 86.0 per cent

filled despite the fact that storage capacity was two and one-half times

as great as in 1953* Maintenance of a high average inventory evidently

aide additional storage construction quite profitable.

Another interesting phenomenon disclosed by survey data was the

position of regional cooperatives in Kansas grain merchandising. The

cooperatives share of grain merchandised Jumped from 13*6 per cent in

1953 to l*U.9 per cent in 1960.

From the material presented in the thesis, it was concluded that

price-support programs and the storage activities of CCC were primarily

responsible for the increase in storage capacity. It was also apparent

that CCC's policy of storing grain as near to its origin as possible was,

in part, responsible for the pattern of elevator construction evidenced

in Kansas and surrounding states. It was concluded that CCC's activities

included the assumption cf much of the financing and risk-bearing functions

associated with orain marketing, and because of this, capital was released



for storage construction. Last, it was concluded that a serious situation

may develop in regard to Kansas terminal and sub-terminal elevators if the

nation 1 s agricultural and trade policy is ever successful in equating

supply and demand for wheat and feed grains.


