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THE OUTLOOK FOR GROSS INCOME FROM
ARIZONA UPLAND COTTON PRODUCTION

Robert S. Fircfi

Payment limitations received a great deal of attention from Arizona
cotton growers during the development of the farm program that will go into
effect with the 1971 crop. The level at which the limitation was set9 $55f000
per person, and the way it will be administered now suggest that It will prob-
ably not have a significant effect on the total government payments. There
are substantial Incentives for the large cotton farms to reorganize in ways
that will result in little or no reduction In total payments to the state
because of payment limitations. The reorganization of farms will take the
form of the formation of new partnerships, sale and lease of land and/or
allotments and a shift to custom farming* In some Instances the reorganiza-
tions will indeed be difficult, but the Incentives to make the adjustment are
great enough that ways of making the adjustment will be founds and virtually
none of Arizona's allotment, otherwise eligible3 will fail to receive the
government payments,,

Under the 1971 program the acres of upland cotton eligible to receive
payments in Arizona will increase by about 3.7 percent. The state-wide pro-
jected yield for the 1971 crop will be down because of the low 1970 yield (see
Table 1) . It appears that the lower projected yield will approximately cancel
out the increased acres resulting in virtually no change from the year before
in the total number of pounds of cotton receiving payments*

The 1970 price support payment rate was 16,8 cents per pound. The
expected rate of payment for the 1971 crop is 15 cents per pound. Therefore,
it seems likely that total government payments to Arizona upland cotton farmers
will be down about seven percent.

The other major component of gross income from upland cotton is the value
of the lint. This is determined by the market price and loan value, the acres
planted and the yield per acre.

The average support price for 1971 upland cotton will be down about
2 cents per pound from the year before. A part of this reduction results from
the fact that the loan value of upland cotton will be based upon net rather
than gross weight of the bale for the first time in 1971. Carry-over of cot-
ton at the end of the 1970 marketing season will be low enough to make the
forecasting of the market price very difficult. If the trend In the rate of
domestic consumption of cotton should turn up with the turnaround in the na-
tional economy expected during 1971, then the market price could move several
cents above the support price and very little of the crop pass into C.C.C.
stocks. Such a possible improved price outlook will probably not occur until
after the 1971 crop has been planted. Upland cotton growers will probably be
making their planting decisions In an atmosphere dominated by the lower sup-
port price and yields which have declined in each of the preceding two
years,





Table 2 shows how upland cotton growers in the principal cotton growing
counties responded to the alternatives available to them under the 1969 and
1970 programs. It seems likely that the acres planted beyond the minimum to
qualify for full payments will drop by another 2Q9Q0Q acres in 1971. This
drop in "overplanting11 would be partially offset by the 7s50Q acre increase in
the number of acres that must be planted to receive full payments. The har-
vested acres in 1971 are likely to be about 2309000 acres. The five percent
reduction in acres harvested could be easily offset by a return to more normal
yields than that of 1970.

With even a minimal reversal of recent trends in domestic consumption and
exports, the market price could easily move above that realized in 1970 result-
ing in an increase in lint value. If past trends in domestic consumption and
exports continue, the market price will likely follow the support price down
and both lint value and government payments would be down in 1971.


