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VI - UARKETING AND ECONOl1ICS 

The cotton industry in Arizona faces particularly grave economic prob
lems as total production and income from cotton have declined in every year 
since 1962. Increasingly complex government programs increase the need for 
producers to be well informed about the economics of production and market
ing so that they may make the best choice of options under the new lalls that 
will be in effect for the 1966-69 crops. 

A. COTTON LEGISLATION 

Decision Making Under the 1966 Cotton ProR;ram 

David A. Brueck and Raymond O. P. Farrish 

Under the 1966 cotton program, farmers can qualify for price support 
payments by planting 65 percent, 75 percent or 87.5 percent of their farm 
allotment. 

All farmers uho participate in the program will qualify for "diverted
acreage" payments on the minimum 12.5 percent diverted acreage. Farmers 
planting only 65 or 75 percent of their allotment will qualify for addi
tional diverted-acreage payments. 

Two factors will largely determine w'hich option is most profitable on 
any given farm, namely (1) the yield per acre and (2) the price received 
for cotton which is sold commercially or left in the government loan. 

Choosing betvleen 65 and 87.5 percent levels of compliance 

Table 1 can be used as a rough guide in choosing between two of the 
three options in the program, namely planting 65 percent or 87.5 percent of 
the farm allotment. 

To illustrate the use of Table 1, suppose a farmer anticipates a yield 
of 2,000 pounds per acre and a price of 22 cents per pound. The corre
sponding entry in the table is $322.16. This means that each additional 
acre beyond the 65 percent level will add an additional $322.16 to gross re
turns. 

If the additional acres can be grown without increasing cash, out-of
pocket costs by more than $322.16 per acre, then it will be profitable to 
increase the acreage planted to cotton. Only the added cash, out-af-pocket 
costs should be considered in making this decision. 
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Table 1. The Influence of Yield and Price on Changes in Gros~ Revenue 
Per Additional Acre Uhen Gain!!: From 65 to 87.5 Percent Plantin-; ~/ 

Yield - Lint 
Price Receivc.d for Lint Sold 

(lbs/acre) 19.00 20.00 21.00 22.00 23.00 

500 $ 65.54 $ 70.54 $ 75.54 $ 80.54 $ 85.54 
600 78.65 84.65 90.65 96.65 102.65 
700 91.76 98.76 105.76 112.76 119.76 
800 104.86 112.86 120.86 128.86 136.86 
900 117.97 126.97 135.97 144.97 153.97 

1000 131.08 141.08 151.08 161.08 171.08 

1100 144.19 155.19 166.19 177.19 188.19 
1200 157.30 169.30 181.30 193.30 I 205.30 
1300 170.40 183.l10 196.40 l-f09.40 - 222.40 
1400 183.51 197.51 211.51 225.51 239.51 
1500 196 .62 211.62 226.62 241.62 256.62 

1600 209.73 225.73 241.73 257.73 

,_. 
273.73 

1700 222.84 239.84 256.84 273.84 290.84 
1800 235.94 253.94 271. 94 289.94 307.94 
1900 249.05 268.05 287.05 306.05 325.05 
2000 262.16 282.16 302.16 322.16 342.16 

2100 275.27 296.27 317.27 338.27 359.27 
2200 288.38 310.38 332.38 354.38 376.38 
2300 301.48 324.48 347.48 370.48 393.48 
2400 314.59 338.59 362.59 386.59 410.59 
2500 327.70 352.70 377.70 402.70 427.70 

2600 340.81 366.81 392.81 418.81 444.81 
2700 353.92 380.92 407.92 434.92 461. 92 
2800 367.02 395.02 423.02 451.02 479.02 
2900 380.13 409.13 438.13 467.13 496.13 
3000 393.24 423.24 453.24 483.24 513.24 

'!! Based upon: Assumed price support payments of 9.42 cents per pound on 
the projected yield of the farm domestic allotment; assumed diverted acreage 
payments of 10.5 cents per pound on the projected yield of the diverted 
acres; assumed cottonseed yield of 1.92 pounds per pound of lint; and 
assumed cottonseed price of $48 per ton. 
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As a second example, suppose a farmer estimates yield at 1,000 pounds 
and expects a price of 21 cents. The corresponding entry in the table is 
$151.08. It will not pay the farmer to increase plantings beyond the 65 
percent level unless he can produce the extra acreage at less than an addi
tional $151.08 per acre, cash costs. 

In general, it can be seen that the higher the anticipated price, or 
the higher the expected yield, the more likely it will be that planting in 
excess of the 65 percent level will be profitable. The values between the 
lines in Table I represent approximate break even points under cost condi
tions typical in Arizona, ($200-$250 per acre cash costs). Farmers who 
anticipate yields in excess of 2-1/2 to 3 bales per acre should give serious 
consideration to planting larger acreages. At yields beloH 2-1/2 bales, it 
is more likely that profits will be increased by reducing plantings to the 
65 percent level. 

Calculating chan~es in costs 

Farmers must give consideration to changes in costs and revenues when 
choosing between the different options in the program. For example, a 
farmer might hire one worker to irrigate 65 acres of cotton. It is con
ceivable that this same irrigator might be able to irrigate 87.5 acres of 
cotton by ~vorking one additional hour per day. In this case, the added 
cost for the 22.5 extra acres would be only the one hour additional pay. 

The preceding illustrates a principle that should be applied to other 
cost items in analyzing the results of changing acreage. Each cost item, 
fertilizer, insecticide, repairs, fuel and oil, etc., should be analyzed in 
the above manner, looldng only at the increase in costs that is likely for 
the added acreage. Based on this, it is likely that added acres will cost 
less per acre compared to present acres of cotton, particularly on smaller 
farms. 

Each cotton grm·ler should examine his own operation in detail, applying 
the added cost principle as he examines alternatives. Obviously the better 
and more detailed records available, the better and more reliable analysis 
that can be made. 

A guide for deciding amon~ alternatives 

The complexity of the 1966 cotton program makes it impossible to state 
which option will be most profitable on all Arizona farms. 

Each farmer must carefully evaluate his own cost and returns situation 
in order to decide on the most profitable option. To aid in doing this, a 
simplified outline of steps to follow appears at the end of this section. 
Farmers may use the outline simply by inserting their own figures on esti
mated prices, yields, costs and their own projected yields, and then per
forming the computations indicated. 
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The export option 

The deadline for applying for export acreage on 1966 crop cotton was 
January 1, 1966. Farmers who have not already applied for such acreage, 
therefore, no longer have this option open to them for 1966. 

Farmers who applied for export acreage before January 1 will be, or 
have been, notified of the number of such acres which have been approved. 
These farmers have 15 days from the date of notification to accept the ex
port option or to choose another alternative. 

Those farmers who did apply for the export option before January 1, 
1966, should give careful consideration to their entire farm operation in 
deciding whether to produce for export. Assistance in analyzing such 
options is available from the Agricultural Lxtension Service and may be 
obtained through your local county agent's office. 

* * * * * 

-103-



, 
~ 

l< , 

Farmer Address ______________________________________ __ 

Phone 

ESTIMATED GROSS AND NET INCOlIE FROH ALTERNATIVE COllPLIANCE LEVELS UNDER THE 1966 COTTON PROGRAH 
(Items marked with an asterisk * indicate basic information to be inserted by the farmer) 

I Compliance Levels 

Income from sale of lint: 

1. Compliance level • . . . . • .65 .75 .875 

* 2. No. of acres in allotment · • 
3. Line 1 multiplied by Line 2 gives acres planted 

* 4. Anticipated yield of lint per acre planted · • 
5. Line 3 multiplied by Line 4 gives total lint 

* 6. Anticipated price of lint • · · · . . . . · . . . • 
7. Line 5 multiplied by Line 6 gives total income from lint 

Income from price support payments: 

* 8. Projected yield per acre • . · • · . . . . · . . 
9. Line 8 multLplied by ,0942 gives support payment per acre 

10. Line 2 multiplied by .65 gives number of acres in domestic 
allotment . . . . . • . 

11. Line 10 multiplied by Line 9 gives total income from price 
support payments • • • • • • 
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~ 
o 
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Income from diverted acres payments: 

12. Line 2 minus Line 3 gives number of acres diverted 

13. Line 8 multiplied by .105 gives diverted acreage 
payments per acre diverted • • . • • • • • • • • 

14. Line 12 multiplied by Line 13 gives total income from 
diverted acreage payments ••••••• • • • • • • • 

Income from cottonseed: 

*15. Anticipated yield of cottonseed per acre (tons/acre) 

*16. Anticipated price of cottonseed (dollars/ton) •••• 

17. Line 16 multiplied by Line 
per acre from cottonseed • 

15 gives anticipated income 
• 

18. Line 17 multiplied by Line 3 gives total income from 
cottonseed • • • • 

Total Gross Income: 

19. Add the amounts shoun on Lines 7, 11) 14 
gives the estimated total (gross) inc erne 
compliance • • • • • • • • • • • • • • • 

Total cash Costs: 

and 18. This 
for each level of 

• • 

*20. Total cash, out-of-poc1~et costs 
acres of cotton shoun on Line 3 

for producing the number of 

• 

Net Income: 

21. Line 19 minus Line 20 gives the estimated net incotr.~ for 
each compliance level •••••••.••••.•..• 

Com liance Levels 
( .65) (.75) (.875) 


