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Q: Today is November 28th of the year 2000. I am Larry
Quinn (ph.) with the Office of Communications at the U.S.
Department of Agriculture in Washington. And today we

are Visiting with Keith Collins, who is Chief Economist

" with the U.S. Department of Agriculture.

And Keith we want to talk about your time at USDA.
You've been long in a career of agricultural economist. as
an economist and now as the Chief Economist for the

Department. When did you begin your work at USDA?

A Well, Larry I started in 1977. I came here right
after getting out of graduate school, and started as a

Research Economist working on cotton in Economic Research:

Service.
Q: And from there where did you go?
A: Well, from there I took a series of different jobs

with progressively more respdnsibility. And ultimately
in 1984 I was asked by Secretary Black to serve on his

1985 Farm Bill Task Force.
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And so I took a one year detail over to the Secretary s
office in 1984 through 1985 to help prepare the
Department's position and do all the analysis for

positions in the negotiations with. the 1985 Farm Bill.

When that was complete, after the Bill was enacted, I
went back the Economic Research Service. I only stayed
there for a few months. I got a call from the

Secretary's office asking me if I wanted to come back and

they offered me a permanent job.

‘And I came over in early 1986 as Director of the Economic

Analysis Staff in the Secretary's office, working for the
Assistant Secretary for Economics. 'And stayed in that
position until 1993, until President Clinton was

inaugurated.

At that time then Mike Espy came in as Secretary of
Agriculture and asked me if I would serve as the Acting

Assistant Secretary for‘Economics. A job that I thought

‘I would only have for a month or two, until a
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" presidential appointee was named and succeeded me in that

position and I would go back to my other bureaucratic

home.

Well, that never happened. The Department had a major
reorganization in 1994. The Assistant Secretary position
was eliminated or replaced by another presidential

appointed position, the Under Secretary for Food Safety.

And the position of Chief Ecoﬁomist was created. And so
I served as the AcfingnAssistant Secretary from 1993
until I was appointed as Chief Economist in 1995. And
I've served as the Department's Chief Economist since

1985.

Q: So that was a new concept that actually evolved

during that :eorganizétion;

A: It was a new concept. Prior to that the Secretary
did get advise on economic issues, principally from the
Assistént Secretary for Economics, who had a lot of

responsibility, who had a number of agencies working‘fori
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 the Assistant Secretary for Economics.

T
|
kThe new concept was to take those agencies and move them
| - '

to missionaries of the Department, so they would report

}up throﬁgh presidentiél appointees. But the Secretary

'still felt the need for a small, independent staff that
| ,

icould

provide an objective economic advise.
| ; : .
1

w.'.,uﬁm

nd so the Office of the Chief Economist was created,

taffed with about 50 people,‘given a series of

R

esponsibilities. The principal one being to advise the

Secretary on the state of the farming rural economy and
! : : :

O

n the economic effects of legislation, proposed

_ programs, regulation and so on.

P

|

BPt in addition to that we had seven specifib
'r%sponsibilities. One would be to clear all of the
| ‘

lpartment's significant, economically significant major
régulations. And so we do get involved in all of the

‘ N .

|

cist/benefit analysis that goes on in the Department

un?erlying our regulatory actions.

|
1
|
i
|
k
|
|
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H We are also charged with putting out any offiéial
| _ : - : o

| projections, all the official forecasts for supply and
\
d

emand and prices for the U.S., for the world, for

agrlcultural commodlty markets.

l
\
|
l
|
I .
jIn addition to that, we have other responsibilities. We
'Hhave been charged with coordinating
|

{unint.) development

deal¢ng'with farm work and regulation, overseeing energy
{ .

policy, and energy issues for the Department of
| :

ﬁgriculture.

\

?nd also reviewing risk assessments of the Department

ghat are associated with major rules that effect human

| , : ‘
safety, human health thrcugh the environment So it's a
l .

ckllectlon of things, generally related to program and

%licy analysis.
|
I
t

Q% So would it be fair to say that you were in charge

oﬁ‘taking information that is factual in nature,
|

1qterpreting it in terms of policies for farm programs
a&d for decisions of the Secretary?

|
|

l
|
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g A:  Absolutely. We do some of our own‘research. A lot

!

k of what we do though is synthesizing the data and

i .
}research_that exists out there in society. Some of it

! . . . .
 Federal research, some of it university, some of it

|

jprivate sector. And we try to bring that all together to
| A

| (unint.) whatever decision, whatever issue the Secretary

| | .
Ineeds help on. So, yes, we are in the information,
| T .

|

1

assaging, analyzing, synthesizing business.

-
-

You've had a chance at the Departiment of Agricﬁlture

if you would pardon the reference, nearly a quarter

m

1

l

l

L

Q

|
For,
&f a century of agriculture to take a look at what's
H
|

appened to American agriculture. And a lot o¢f.change

H

Qas happened during that time. Any observations

o

nerally.aboﬁt‘the economic pesition of agriculture

'd?ring those almost 25 years?
a
!
I
|

Ai The changes have been dramatic. When I came in here

iq the 1970s agriculture was prospering. -Exports were

soaring. We were taking the first steps towards what is
| v

no@ known as globalization.

|
|
|
|
k
|

|



00:06:23:11

00:06:41:25

00:07:02:17

00:07:19:09

ORAL HISTORY WITH KEITH COLLINS
CHIEF ECONOMIST-
U.S. DEPARTMENT OF AGRICULTURE

The Russians, for'example, had entered worid grain
markets and.sent grain prices soaring.in ﬁhe mid-1970s
and set farm incomes to record high levels. But those
changed pretty quickly in the 1980s. We built up some

very high land values.

We came to believe in exports as the salvation for
American aériculture. Some people called it the export
euphoria of the 1970s. But in the early to mid 1980s the
world went into a recession. And often we see
agriculture, the performancé of U.S. agriculturé, Qorid
agriculture tied ﬁo the developﬁents in the'wqrid

economy.

~And the world economy went into recession in the eaily

. 1980s. Here at home of course we had high inflation

rates and President Reagan who came in in 81 committed to

getting rid of inflation in the U.S. economy.

And one of the ways that that was done was to slow down
the growth of the money supply, which meant high interest

rates. Well, higher interest rates just devastated land
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values in American agriculture.

Agriculture was pretty highly leverages.‘ People in the
boon towns of the late 70s had purchased a lot more
capitol equipment. Financed -- they bought a. lot of

land. Financed it. And in the early 1980s when interest

‘rates soared, we had double digit interest rates, prime
rates went as high as 18 percent, we saw a collapse in -

1 land values.

And we saw a lot of highly leveraged farms become
insolvent and less agriculture) So we had what was
called the credit crisis. of the 1980s in agriculture.

And so I certainly lived through that in the protest and

concerns that we had with farmers.

Some of those concerns were addressed in the 1985 Farm
Bill, which I had the opportunity to work on. But then.
agriculture started to prosper again. In the late 80s we

started to get a recovery of exports as the world economy

grew.
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Farm income started to rise. Some of the surpluses we
built up in the mid-80s dissipated. But then again in
the early 1990s, just before the Clinton administration,

we had a global recession in 1991.

"And that slowed down farm income, slowed down our exports

a little bit. One of the ways that we measure income is

‘with the concept of net cash farm income where we look at

the total cash re;eipts of farmers, subtraCt,off their

cash expenses.

And in the early 1990s that was running 50 to 52 billion

dollars. Today it's higher than that, much higher than

| that as we went through the 1990s. We started the 1990s

with agriculfural exports in the range of $40 billion.

And we started the early 90s withAé Sloth.é. econom? and
siow world econoﬁyL But then‘things again started to
improve, as always. -The WOrld ecoﬁomy and the farm_
economy go througﬁ cycles; The world‘economy which had
been growing at about two percent a yéar in the early

19908 progressively got better.

-
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And by 1994 it was growing at about four percent a- year.
And it grew three to four percent a year for 24, 95, 96,
Q?f And when we look at the relationship between the
world economy aud U.S. agriculture we see whenever the
world economy is grQWing at more than three percent a

year our exports do pretty well.

And that is exactly what happened in -the early yeare of
the Clinton administration. The U.S. economy was

improving. The world economy was imprOVing

Unemployment rates were falling. Just before the Clinton

administration, 1992, the unemployment rate was about 7

and a half percent im the U.S. economy.

And it was coming down. As income grew, as the

unemployment rate fell, the purchasing power in our’

- economy was going up. More people were in the

marketplace, ‘with more money, buying more agriculture

items.

And that was true all over the world. - And so we very .

10
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guickly saw our exports go from between 40 and‘45 billion
dollars in the early 90s to $60 billion by 1996.  So ‘we
had an increase of a third or more in a space of a couple

of years.

And'that really helped the farm economy; That feally
propelled farm income and made ﬁhings a lot betfer.
Unfortunétely, when you get strong markets like we had in
ﬁhe mid 1990s and high prices like Qe had for farm
bommodities in the mid 1990s, that encourages more -

production.

And so we've got'more p;oductibn in the U.S. and around
the world and that started to bring prices down and
incomes down. And that's a problem that we have endured

the last couple of years.

- Q: So the production management is still something that

looms as a part of farm policy in a sense. If the
farmers don't arbitrarily do it themselves, then programs

come along to do that or help them do that.

11
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00:11:28:25 A Well,'productibn management has always been a
‘problem in agriculture. You have demand growing.as
‘popdlations groﬁ, as'ihcome grows people want more food.
And it grows féirly predictably, unless you gef these
world recessions ;ike we had in the early 80s and early

90s.

00:11:51:06 . But what's not‘predictable is the sﬁpplyyéide; the

A production side. Agriculture of course being dependent
upon biological processes can be upset by wéather events,
»natural disasters, or very gocd weather.

00:12:07:20 . And so-you get roéchés (ph.) in the ﬁarketplaée aé you
get toc much production and nof enough production frém
year to year. And certainly governmént policy has -

operated to try and help that in.a number of ways.

00;12:24:22A_',ThrOughout most of the periods, since the 1930s, the
government‘emﬁloyedvacreage control programs,where we
tried to limit production by setfiné a maximum amount of
acrsage farmers coﬁld produce to be'eligibie for

government benefits, government program benefits.

12
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But that had its problems too. When we started to set
aside a lot of land and prop up our own domestic prices
we saw that foreign countries expanded their production

and toock some of our market share away in the worldf.

" And there is also a general concern about .setting

resources aside and not using them. Setting aside land
costs money. It's income that farmers canft,earﬁ on
those acres. So there is a direct cost to that involved

too.

And that's led to a lot of concern about acreage
production programs, acreage control, production control

programs to the point that they were eliminated in the

1996 Farm Bill. And so today we are more letting the

marketplace give the signal (ph.) to the producer,
whether the producer should cut back some or plant a

little more.

Q: There has been a term called the safety net that

I've heard Secretary Brinkman use many times during his

13
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tenure and his concern about that safety net where we
have taken away some of the support for farmers. How
have you and others advised him in devélopihg policies

that would compensate for the safety net feature?

A: The safety net is a interesting concept. And it's
really been fundamental to farm policy in the 20th

century. If you'go back to some of the genesis of farm

'policy as we know it today, it was the Agricultural

Adjustment (ph.) Act of 1933 in which the Federal
government decided to support prices and support income
of farmers mainly because their incomes were so low,

relative to the non-farm population.

And those programs that were set in motion back in the

- 1930s, largely are similar to the tools that are still

~used today. Although there have been some substantial

changes. The main one being, over the. last eight years,

the 1996 Farm Bill.

The safety net prior to the Clinton administration

censisted of three‘baéic tools. The first was income: -

14
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support payménts to farmers, which wasvbaéically'called

deficiency payments.

And it was tied to prices. When price went down, the

.payment went up. So it was a counter cyclical payment.

The second major set of tools were non-recourse press

- support loans. A farmer could bring a crop to the USDA,

pledge the Crop as collateral for a loan, and get a loan

at a set rate per unit of production.

‘And then if prices went up, pay off the loan. If prices

don't gc up, forfeit the crop to the government. So the,

government became a buyer of last resort. And then the

third set of tools were the acreage control programs.

Now all three of those were in pléy when the Présidentv
took office in 1993. But they came up for review with
the expiration of the 19§0 Farm Biil. It.expired in_
1995. And there was no easy succeSsdr to thé i990 Férm

Bill..

The debate took a long time and it stretched into 1996.

15
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And so instead of having the 1995 FarmvBill,vlike

everyone expected, we had a 1996 Farm Bill. And it made

some fundamental changes in those tools.

~ The income support payment, the old deficiency payment,-

was replaced with a fixed payment, called the AMTA

payment, which stands for.Agriculture Market Transition

"Act, which was the part the Farm Bill that authorized

those fixed payments.-

Sohe people just:call them fixed payments. Some people
call them production flexibility contract paymenté.
That's what USDA technicians call them. And the loan
proéram continued. 'But instead of being a:non~request

loan program, it became I'm not getting a loan.

So that. if prices went down, the producer wouldn't-
forfeit the crop that was pledged as collateral for the

loan, instead the producer could pay off the loan at the =

~lower market price. That way the government wouldn't

have to take possession of commodities anymore.

16
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And thén the third tbol of the acreage reduction pfograms
were simply eliminated. This céllection of changes had
one very important upshot. And that was that farmers
were now free to plant it ... whatever they wanted to

plant, largely in relation to the market pricé.

- Because you no longer had the income support payment.

The deficiency payment was no longer a function of market

price. It was no loﬁger a function of what was planted.

" It was, people use the term, decoupled from production.

It was a fixed payment.

Didn't matter what you planted or how much you planted or

what price you got, you got the same payment. So that

made the production decision market oriented and people

would refer to that as production'flexibility.

So the éombination of eliminating acreage coﬁtrol
programs and decoupling thé payment by making a fixed
payment allo&eﬁ;markets to react to farm prices. And
immediately we saw, in l§96, a substantial increase in

acreage in the United States, because farm prices were

17
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high in the mid 1990s.

00:18:03:09 - When the President took office farm prices had béen
fairly low in 1992. We are talking about corn prices at
about $2 to $2.10 a bushel. Wheat prices at ébout $3;25
a bushel. But then slowly‘prices staitéd to raise.
Immediately in 1993 we had the devastating floods in the

Midwest, the Mississippi.

00:18:30:17 And that ‘reduced our corn crop. We saw our corn prices
shoot up in the air in 1993. And, in fact, 1993 was the
~ highest net cash farm income ever recbrded'in the history

of American agriculture.

00:18:45:16 It seems strange to have it in a year when we have a
natural disaster. fB;t in 1993,wh¢p the President took
office livestock markets were very strong. So income
from livestock was very good. And then with the floods
grain prices sﬂof up iﬁ the air and. farmers had enough
stocks to sell at those high prices, so they kept their

cash flow up.

18
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 And»then there was the Disaster Assistance Bill, which

provided additional payments to producers. So all those
things combiﬁed léd_to a récord high" income. And then

income came- down the next year and prices started to come
downﬂ,.Bﬁt in the(mid 1990s we saw a drop off in world o

agricultural production.

At the same time the world economy was going very
strongly} three to four percent growth in the world-
economy. And that then caused commodity prices, mostly

crop prices to shoot up in the mid 1990s.

We set our all time record highs in crop prices in the
1995-96 season. That's-when we had wheat prices hit
$4.55 a bushel, for example. Corn prices hit $3.25 a

bushel in that 1995-96 year.

.And so thatvwas the environment in which the 1996 Farm

Bill was being debated in the past. And so when we went
to full planting flexibility in the 1996 Farm Bill on top
of these high prices we saw a big jump in acreage

planting in 1996.

19
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And of course then that‘began to sew the seedé‘for the
farm income and financial problems that we've seen over
the last couple of years in the late 1990s and in the
yeaxr 2000. We saw férm acreage go up about 17 million

acres or sc in 1996.

We saw acreage and peruction increase around the world.
Ahd bétween 1996 and the year 2000 wé had generally good
weather in the U.S. and around the world. Sé that most

major cropé were setting record or near record production

records each year.

So at the same time this was'happéning and stocks were
building and prices were starting to come down we had a

global shock. We had the Asian currency crisis in 1998,

which immediately led to a rapid increase in the value of

the dollar.

So Asian purchasing power was cut. And then the price of

our products and their currencies went up because of the

increase in the value of the dollar and we saw our export

20
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demand start to fall off.

‘And then in late 1998 the Asian problém'spread. It

‘spread to Latin America. We had a recession in Latin

¥

America, a ver§ deep recession in 1998. We had other

countries around the world begin to stumble in 1998 as

 well.

The former Soviet Union block counﬁries Had a big set
baék that year. And so we had a couplé of years of big
slow down in-demand in the world economy. At the same
time -we were sort of free market 6n the supply side’ in
the Unitea States and héving good weather around the

wo;ld.

And‘then that led to big drops in cbmmbdity prices,
mostly crop pricés. Crdp'pricesifell,dramaﬁically
betwéen 1995 and 1999.,‘80 that by the time you getf to
1999 most of our major'crops are sold at prices that‘aré

15 to 25’year lows.

Cotton and soybeans, for example, we had the lowest

21
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prices for the 99-2000 crop year that we had since the
1970s. For wheat and corh the lowest prices since thé
mid 80s. 'So we had a real fundamental weakness in farm

markets in the late 1990s.

And this really opened up the debéte again about the Farm
Safety Act and the aaeqda;y of the program tools that
were out'there. As a result of that, I.think that it's
fair to say that there'was general agréément on the part

of USDA, theAadministration, and both Democrats and

" Republicans in Congress that<the 1996 Farh Bill wasn't

:providing enough income support;

And so what. we saw 1is these prices came down and we also
had some spotty bad weather in certain areas of the

country. In 1896 we had bad weather in the southern

‘Plains. In 1998 we had bad weather again in the southern

Plains. We had a recurrence of bad weather in the

'nofthern Plains -- disease problems, flood problems, all

through the mid to late 1990s.

And so the combination of this spotty weather.disruptions

22
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in parts of the country and the decliningjprices led to:

all the policy officials in both,thé administration and

the Hill to conClude that more support was needed for

American agriculture.

So inA1998 we had an ad hoc'supplemental assistance bill
that started out as a Disaster Assistance Bill;‘a Crop
Disaster Assistanéé Bill. But measures were added to it
to help shore up farm income so that there was some’

income support provided as well.

That bill was'passed in 1998 providing about $6 billion
in supélemental assistance to Bmerican agricultural. In
1999 as prices stayed low we had a second ad hoc
supplemental assistance bill. And that provided roughly

$9 billion in supplemental assistanbe to agriculture.

And then in the year 2000, we had a thirdvsuccessive
bill, called the Agricultural Risk Pfotection Act of
2000, which provided a little over $7 billion in

additional assistance to farmers.

23
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And then the USDA's Corporation Bill enacted in the fall
of the year 2000 pro&ided another $3.5 billion in both
crop and market loss assistance to farmers. So as you
look back over the last four years whét you see is a Farm
Bill that provided a certain amount of support to
American agriculture, moved American agriculture on a
path toward market orientation in terms of the decisions
of what to prbduce; whére to produce,'how»much to

produce, where to market it, when to market it.

But, on the bther hand, was probably a little short in
income support that would ha&e been needed to forestall a
big crisis. And so Congress came through with that
support in 98 through 2000. And it's basiéally prevented

the kind of financial crisis that we saw in the 1980s.
Certainly\the returns from the marketplace, just the
sales of crops and livestock products in the marketplace,
would be providing a net income that's as low as it-was

in the 1980s.

But we haven't had this financial catastrophe that we saw

24
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in the 1980s primarily because of the joint actions of
the administration and Congress té‘provide,supplemental

payments to farmers.

Q: So in a sense the farmer has regained a freedom to

farm, both the amount of acreage and the crops they can

produce. ~ But then got some assistance on the risk side,

which wasn't pleasant for any of them.

And I guess the irony is that it seems never that it's

equal. When one farmer is d01ng poorly one is doing very
well. So 1t s a hard balance for you to constantly be
working on programs that work for all farmers.

.

A: It's véry hard. American agriculture iS’incredibly

- diverse. . Traditionally .the programs were directed at

what today are the major crops of the Midwest and the

Southern crops like cotton and rice.

But we have the lowest parts of Bmerican agriculture

tdday that depend on livestock or depend on horticultural

- products, pléces like Florida, Califdrnia, southern

25



00:27:08:05

00:27:20:24

00:27:31:09

00:27:47:19

ORAL HISTORY WITH KEITH COLLINS
CHIEF ECONOMIST
U.S. DEPARTMENT OF AGRICULTURE

Texas. Those are'lérgely outside of the price‘and
income, the safety net programs that the government has

pro?ided.

‘And .so it is very hard to provide comparable assistance

across an agricultural economy that is so diverse as the

one that we have today. .

Q: It also must be very frustrating that this seems to
be one of the only sectors of the U.S. economy in recent
yvears that has had as much struggle. Most of the rest of

the economy has been’ very strong.

A The rest of the economy ‘has done terrifically

throughout most of the 1990s. 1In a way that is a help

‘for American agriculture. Yes, we have gone off in a

different direction. The strong American economy helped

‘the domestic demand for farm products.-

And our domestic demand has been very good for farm
products. Not only food demand, but industrial product

demand has grown tremendously in the 1980s. But we
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haven't prospered in the way the non-farm economy has

‘prospered'largély because of a series of nétural

disasters, spotty small ones throughout the 1990s, as

" well as the major one we had in 1993 with the floods.

And because of low prices.  Because of the structure of

4agricultural markets when‘you*tend to get a crop it tends

to lower the pricéé proportionately more than the

increase in ‘production. So income goes down.

And then of .course we have'the difficulty on the export
side. You know‘eXportsvaccoudt.for 20 to 25 perdent of
what we:produCe iﬁ thé Amefican‘economy; . And when you
get a‘céupie,of yéars of disruption on the export side
like we've had in 1998, 99 andAzoOO; that‘is.very

difficult to offset.

I might mention’that another part of the safety net that
we are talking about underwent dramatic changes in the '
1990s. And as a (unint,) of crop\insurance and risk

management. If you go back into the 1980s people didn't

think that the‘crop insurance program could be a serious
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contender for being a fundamental farm program -in the:

future.

Back in the 19803 we had very low participation in crop
insurance. There were some serious administraﬁive
problems with the program. During thg 1980s, for
example, it'é termed the loss ratio, thch is let's pay
out the producers in the form of indemniﬁies divided by

premiums was 1.5.

In other words, we are paying out 50 percent more than we -

_are getting in on premiums. And‘sé there was a lot of

concern about the administfation of the program. But
primarily the low participation, which was oﬁly about 20
percent of insurable acres, made it difficult to depend
on crop insurancevas a disaster program if something goes

wrong.

'And so any time something went wrong Congress would enact

a special disaster assistance bill to give farmers
disaster payments and then farmers would say well if I'm

getting those disaster payments I don't really need to

28



'ORAL HISTORY WITH KEITH COLLINS
' CHIEF ECONOMIST
U.S. DEPARTMENT OF AGRICULTURE

buy crop insurance.

00:30:18:07 And so the duly tracked system.of disaster payments gnd

| | "crop‘iﬁsurance wasn't working. And so actualiy in the
1980s the Department of Agriculture made a férmal'
-proposal to Congress to eliminate the crop insurance
program, to let crop insurance be‘something ... it's

totally a private sector program.

00:30:36:02 Well; what really<changed the whole picture on crop
| insprance, I beliegve, wés in l993>with the floods invthe
MidWeét. We had treﬁendous devastation iﬁ the Midwest.
And.that puf a lot of attention on the crob insurance
prggram, which at that point was viewed as not

delivering, as not‘performing.

00:31:03:27 -~ Interestingly in that year, in 1993, the first steps were
| made to fry to'restore soﬁe health to the grép insurance

pfogram. The ominous Eudget Reconéiliation Act of 1993

set a certain loss ratio qu‘the crop insurancé program.

It had to get its administrative house in order.

29


http:rform:i,.ng

00:31:25:29

00:31:58:25

00:32:17:17

ORAL HISTORY WITH KEITH COLLINS
CHIEF ECONOMIST
U.S. DEPARTMENT OF AGRICULTURE

And then the following year, in 1994, there was major
legislation, the U.S. Department of Agricuiture
Reorganization and Crop Insurance Reform Act of 1994.

And to sort of lead up tb that Secrefary Espy’had
actually held a major summit in crop insurance here in
Washington,'D.C. to‘look at the program, ask the quest;on
why didn't it do a . better job in the horrible weather

évents of 1993, and what can we do tQ fix it?

And out of thét surimit and all the attention that was
paid to crop insurance we-éot this 1994 legislation which
made a fundameﬁtal change in crop insurance. Basically,
it said we're going to try and make ‘crop insurance a
centerpiece of riék management and income protection, an

important part of the safety net for American farmers.

'And we are going to do that by making available to

farmers a very low cost policy that provides protection
against catastrophic events. And so that started what
was calléd these CAC (ph.) policies, Catastrophic
CoVerage p6licies. We cﬁargéd prodﬁcers a very nominal

fee and they got protection for losses in excess of 50
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percent.

In addition'to that, the 1994 Act said if you want to get

program benefits from the'Department of Agriculture you

‘have to buy crop insurance, you have to have CAC

.coverage. So there was a linkage there, a mandatory

requirement if you wanted program benefits.

‘ ) r
Well, the result to that was terrific. Prior to the
Clinton administration participation in the crop
insurance program by 1992 was running about 40 percent or

so of insurable acres.

After the 1994 Aét it went to 80 percent. So crop -
insurance now became really, truly a fundameﬁtal part of
the farm safety net. Well, I'1ll take that story another

step. In 1996,.the 1996 Farm Bill undid some of that.

The 1996 Farm Bill eliminated the mandatory requirement
that you had to buy crop insurance to be able to get
other farm program benefits. And so after 1996 we

started to see the participation in the program start to
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trail off.

And then of course the last three years where we've had
these spotty disasters around the United States, and
Qe've had these three successive Bills in 1998, 89, and
2000 to pfovidé crop disaster coveragé in market loss
payments to producers, put crop insurance back under the

spotlight again.'

- People started asking the question, well, you got your

actuarial (ph.) house in order. The loss ratio is under
control. You are ministering the program better.
Participation is pretty high. But it's not quite

providing enough benefits to farmers.

We still have to give them this special legislated crop
lbss payments because your program is not thriving
enough. It's not kicking in enough benefits to

producers. So that led to yet another major piece of

crop insurance legislation, the Agricultural Risk

Protection‘éct of 2000.
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Which not only provided some market loss in crop disaster

.paynents for producers, but it alsc provided yet another

reform of the crop insurance program. The main:thing

that the 2000 Act did now was to dramatically increase

the spbsidy level for premiums for producers, to make

policies much more affordablé, but not at the low level

of coverage, at the high level of coverage.

The idea was to get producers to increase their
participation at the higher levels of protection. So

hopefully now as we stand here in the year 2000, having

this Bill jusﬁ passed a few months ago, hopefully as we

look ahead in the new millennium we are going to see a

" crop insurarnce prbgram with high participation,

generally, and high participation and high coverage

levels.

And maybe, just maybe, that can forestall large crop loss
payments being enacted by Congfess when we have a natural
disaster in the future. . And maybe we can get on a one

track program in the future.
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Anyway, the foundation I think has been set here in the
1990s. to make crop insurance a really fundamental part of

the farm income safety net.

Q: Let's talk about you péfsonally a little bit in this
last 90s period where you've been very pivotal in

advising the Secretary and perhaps the President, the

§
Vice President, others about this.

Must be personally very rewarding to be in' a role, to_uée
the knowledge you have, to help solve such a major

problem iike'this.

A: Well, it is. I have an unusual position in that I'm

a civil servant. And I have been involved at very high
levels in the administration as a civil servant. Many of

- the people that I work with aré political and policy

officials, either presidential appointees, senate-

- confirmed or otherwise high level political officials.

"And so I have the opportunity to work at that level. I

also can draw on my expeérience. I have now worked for
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-five Secretaries of Agricultufe, as you know well, and

have seen quite a range of experiences that I think
allows me to help navigate some of these difficult

economic and policy issues.

And occasionally I do get the opportunity to brief and be
invo;ved at even the.highest level of government. I've

had the opportunity to brief the President of the United

" States a couple of times. Had the opportunity to fly on

Air Force One, at his invitation.

I've had an opportunity to brief the Vice President of
the United States. And so these are-unusual
opportunities for most civil servants. And so I relish

those quite a bit.

Q: - Did yod find that their command of what was going on

in agriculture was solid?-
A: I was very impressed in my experiences with the

President and Vice President. I'm going to tell you one

of them. I got to brief the President, in 1996 when we
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had a real collapse in'cattlevprices in the United

" States.

00:38:01:10 Cattle moves in cycles. dften<about 10-year cycles. And
| we were building up our cattlé iﬁventory in the United
States ail during the fifsf half of the 1990s. .So by the.
time you get to Januéry 1, 1996, we have 103 to 104 |

million head in the United States.

00:38:20:19 We built it up frém'97, g8 mﬁllion head in the early
1990s. Well, that yeat we had bad weather in the
southern plains and a lot of the forage that cattle feed,"

a lot of the forage crop was lost.

00:38:38:24 So fafmeﬁsAwere seliing’their cattle to market. .At the
same time because we had such a large number of cattle,
cattle prices had started to weaken. Farmers sold some

' -of their cattle to market caused that to weaken even

more.

00:38:52:04 This‘reéults in the period where grain prices were record

high. We had corn prices over three dollars. So feed
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dots (ph.) were cutting back on their demand, because
their profit margins were being squeezed by the high corn
prices and they wanted to pay less for their feeder

animals.

So all of these factors contributed to drive down cattle
prices in 1996. And they got down to about $50 a
underweight (ph.). I remember in the early 90s they had

been $75 to $80 a hundredweight.

So this is a tremendous decline. And cattle reprééents
the largest singlé sector of American agriculture. We
are talking about‘$45 billion in sales a year, something

like that.

So this actually get the attention of the President of

‘the United States. He wanted to anwAwhat the heck was

going on in cattle markets and what could be done about
it. So I went to the White House with Secretary Glickman
and I had the opportunity to explain to the President and

his top staff what was going on in cattle markets.
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Maybe Ehat's,why I reﬁember it so well today. And the
President was very interested in what could be done about
it. And out of that meeting we were able to put together
a program of about a half a dozen actions that the |
Department of Agriculture was go;ng‘to«take to try to-
strengthen cattle priceé.

And this involved iﬁcreasiﬁg’ourféxport salés and our'GSM
programs in boﬁh live cattle and beef. It wouid involve
puréhasing beef for our nﬁtrition and food assistance
programs. " And a‘numbef'of other’things, little Ehings,

that collectively we hoped would make a difference.

Fértuna;ely, cattie prices began to tise. Right after we.
anncunced this program and it made it look like it wasva
fairly successful program. And I think that on the
maiéin it helped. -it‘s héfdfto offset the huge amount of

cattle that were coming to market.
But it was a godod thing to.do for American'agriculture.

And I think it did help turn the corner on cattle prices.

Well, what I remembervfrom that meeting with the

38



00:40:59:26

00:41:17:07

00:41:39:23

00:41:59:29

ORAL HISTORY WITH KEITH COLLINS
- CHIEF ECONOMIST
U.S. DEPARTMENT OF AGRICULTURE

President was that he had to read a lot about cattle and

he‘already knew what was going on in the marketplace.

And was qui£e famiiiar withxﬁricevdevelopments and market
developments. Which I thought was kind.of'surprising fér
someone who had so many other things on his mind. I'll
tell you a second story, if I can. o

I cén’t actually remember the date. But‘sométime around
1996 or 1997, it was after the Farm Bill was passed, I
shouldn't.say that,Asometime in the mid 90s, the
Preéident wés going éut‘to §ive the cbmmencement address

at the Air Force Academy,

Whilerl was out there’hé was going to go up to Montana
and do a town hall méefing with the residents of Montana.
And he was going up there because thié was a period of
time whefe, yéu.might remember this, the Montana militia
was very active. There was a&lot‘bf descent in Montana,

a lot of anti-Federal government feelings.

~And the President was going up' there to sort of take that
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head on and feel out the citizenry about their concerns.
Well, one of the things he and his staff were concerned
about, because Montana 1s a border state, was

agricultural issues between the United States and Canada.

And all during the 1990s the U.S. and Canada have had a
number of héad buttiné events over agriculturé;_usuaily
related to trade pblicy. Them not taking our products,
us taking too much of their products as our fafmers might

say.

And so I was designated to fly to Montana to brief the

‘ President on U.S. Canada agricultural issues and to

update him on the 1996 Farm Bill. So I flew out there
and was met at the airport and walked to a Holiday Inn

where he had the ?residentialfsuite up on the top fioqr.

And I was brought up to the presidential suite. And

walked in there and there was President Clinton sitting
in his golf clothes. He had just finished playing golf.

It was about 5:00 in the afternoon and the town hall
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V meeting was going to be around 7:30 or so that night.

And so he said, well, let's ﬁave a briefing. Let's talk

about the issues that I might get confronted with

“tonight. And'theie were several other people in the

robm._ I remember Governor Roma (ph.) from Colorado was

thecre. And there were a couple of other'péop;e.

And the President said, well, first thing I want to do is
take a.look at this briefing. He had a briefing book in
front of him. ‘And he must have been about 100 pages.

And I think he went through the ﬁhing in about ten

minutes and seemed to be digesting it pretty well.

So he turns around and the first thing he does is he
looks right at me and he says, well, what can you tell
me? And I said,-well,‘what is it that you might want to

know about agriculture?
He says, well, what do I need to know? I said, well;'how'

about the 1996 Farm Bill? He said, nah, let's not talk

about that. I already know all about that. So we then
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,‘proceeded to talk about a range of égricultural issues.

And sure enough, over the course of the next hour, he

demonstrated to me that he knew what was going on with
the 1996 Farm Bill, the provisions of it, the programs
and how they were operating, and he also knew a lot about

U.S. Canada agricultural relations.

And I also noted that he referred a number of times to
something that he had just read 'in his briefing<book,

whichkqdite‘sdrprised me, because it would have  taken me

a lot longer to go through that briefing book than he was

able to go through it.

So I came awayfwith the feelihg that President Clinton is

arprétty swell guy. And surprisingly knowledgeable about

agriculture. Had a personal interest, I think, in

agricultural.

- I also had the opportunity to brief the Vice President of

the United States. One time he was going out gd Iowa.

That was an important state for politicians. And I got
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sent over to brief him on Iowa agriculture. And I

thought it Was going‘to be a fairly short briefing.

it was in the Vice President's office. We sat in front
of.his fire place*and_talkéd for.an hour about Iowa
agriculture. An awful lot of it abéut hogs. And he was
very interesﬁed in the>hog market. He waé&very

interested in environmental issues related to hogs.

‘Very interested in structural issues. The hog industry

in the 138%0s has probablylundergdne more change than any

other agricultural indusﬁry. Well, dairy, dairy and hogs

together are undergoing the greater structural change in

the 1990s.

But we've seen declines in the number of hog operators on

the order of 10 to 15 percent a year here in the 1990s.

This is astonishing. Ten, 15,000 hog operations going

out of the business of producing hogs in a year.

And so the Vice President was very interested in what the

social and economic effects of this big structural
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change, where they were going on. . And also concerned

about a lot of the environmental issues -- the water

Quality issues, the hog odof‘issues,‘what USDA was doing

about those, what kind of programs we had.

So it turned out to be a far more intense and longer

discussion than I ever expected. And, once again, I was

_surprised at the level of interest that the highest

leaders of the United States take in American.

- agriculture.

Q: In your time of advising people about what to do in

agriculture, any‘squestions you would like to take back?

A: Nothing comes to mind immediatély. I think I have
been fortunate that policy leaders at the Department of

Agriculture that I've been associated with and I

‘mentioned»that I served for five Secretaries now, they

-have always wanted to hear a range of opinion.

They didn't want just a very closed group of people

telling them what they ought to do, giving them one
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option. They've always wanted a range of opinion. So
I've come from a bureaucratic home in the USDA where I am
not delivering a program. ‘Yes, I have information

products that I give to the public.

Buﬁ I'm not delivering program benefits to a
constituency. VI'm'not.writing checks. I'm not
regulating. And so I often‘end up. in a meeting with the
Secretary where one of the regﬁlqtory officials is

telling the Secretary how the regulation needs to be

<hanged.

And soAthét means that I can sort of be a maverick. I

- can sort of Shoot from the hip. I can play the devil's

advocate if I think the Secretary needs to hear the other

side of an issue.

And it is‘also part éf'thé profession. I remember George
Stigler (ph.) who was considered the ‘Godfather of
regulatory eéonomiés, a Nobel Prize winner who wrote a’
lot about regulation and how to determine what's good and

what's bad in regulations.
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I remember in his memoirs he defines an economist as a

person who pours cold water on the bad ideas of others.

So that's not a very constructive definition. It'doesﬁft
mean that you are doing anything. It just means that you

are stopping bad things from happening.

And so I get to play that role, to try and help the

Secretary to understand the consequences of what is about

to happen. And in that way then they are .fortified.

‘4They are better prepared when they go before the public

and someone from somewhere raises an issue they've heard

it before and they know that that was one of the

downsides of the action that they just took. -

Almost every action that a Secretary takes is going to
have a downside. Thefe aré not too many win/win choices
that a Secretary makes . Often it involves a net benefit
to our soéiety. But no there is some positive and there
is some negative. .And I think that.it is impértant that
he understands the negative.. And so that's a role I will

often play.
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00:49:36:28 Q: Let's take a look at the future. What would you
tell the next Secretary of Agficulture about what's
coming'for the new millennium in agriculture? Any

thoughts about that?

00:49:45:22 A: The first thing that I would say is that a Secretary
has to look ahead. The U.S. needs to look to the future.
But the first thing that I would tell them is they need

to look to the future.

00:49:58:12 - If thgre is one pgobleﬁ.l have seen in policy program
| development it is sometimes we get too‘caught up, and
it's very easy, is what we ére doing now, because there
are-always.sb many crisis. And we doﬁ't sort'of build

the foundation for the future.

00:50:15:05  Because there are actions that we can take now that can
prevent bad things from happening or things-that are
happening now from getting worse in the futuré. And so

you really have to have somebody looking ahead for you.
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And éé I think that is sort of a general piece of advise
I would give: More specifically, looking ahead at the
future of American agriculture, it's going to be a very
difficult and controversial periocd, I think, over the-

next decade.

We have pretty important developments going on in

American agriculture right now. This very notion of

‘globalization. The growth of international trade and the

importance of international trade to the prosperity of

American agriculture moves that we have to keep moving.

ahead on international trade policy and reform.

Unfortunately, the WTO is sort of stagnating at the

A moment."That has to be resuscitated. The trade law

{(ph.) that didn't get kicked off in‘Seattle has to be

kicked off. So I think continuing'down the road of trade
policy reform, getﬁing the tariff reductions, fhe markgt
openings we need around the world, getting rid of export

subsidies, disciplining trade distorted (ph.) programs.

These have to be very high priority items for anybody‘who_
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is going to look out for the prosperity of American
agriculture. I think a second area is this whole area of
technology. and what it's going to mean for American

agriculture.

We have been incfedibly Plessed in our country by haﬁing
a. fillable (ph.) high quélity foﬁd ih abundance supplies;
And that's come through technology.. As you go through
the 20th Century'we first hé?e mechanization. Then in
the’mid>centu£y we went into sort of the chemical era

where we were dramaticaliy able to increase yields. -

Now we are in the biotech era. Ever since the discovery
of DNA in 1953 and it is now really starting to come to
the floor now. I don't know what the next era after that

will be. But there will be one.

And our productivity growth ié going to be tremendous.
It has been tremendous. Intefestinély, it hasn't slowed
down very much. Most peoplé look back at the 40s, tﬁe
30s, the 40s, and the 50s, and they look at that

productivity growth and they never would have predicted
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that it could stay en the path that it's been on through

the 80s and 90s.

With increasing environmental restraints, with the slow
down in the rate ofvfarm consolidation, Qith many facﬁors
that you would think.wodld slow producgiviﬁy groﬁth;

They haven't because the technology keeps coming along
and America's farmers keep getting better at adapting, .

adopting the new technology.

- And i_just think that that is going to continue. And the

upshot of that is fewer farmers, larger farmers. And I
think that's going to continue. And that creates this
social pressure. We've seen it a lot Qverlthe last

couple of years as farm prices have come down.

"And we've seen.the small and medium size farms,

“particularly suffer the consequencesjof that. And we've

also seen the changing structure of the marketplace. that

is aSsociated with this technology. ‘ , ¢

" As technology has allowed us to produce leaner hogs, to
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produce a certain color meat or the certain tenderness, a

.certain quality, we've seen that connection between the

consumer and the producer get closer as vertical

integration takes place.

It has given rise to contracting. "It has given rise to
concentration in the process in the retailing side. . As

peOplé ﬁ;y to get market share by supplying larger

YQOlumes of these specific high quality products to

concentrated retailers.

" And that even worked its way down the chain. So that as

we got farmers getting lérger, and you've got

concentratioﬁ of corn in the processing plant, a
concentration of corn in the retail level. We've gotAthe'
wholé connection between consumer and producer getting

closer. And it's led to a lot of social concerns.

Farmers have to give up a little of their traditiocnal
independence to participate in that kind of a
marketplace. They have to.thihk about using contracts.

They have to face off against huge companies that are
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their buyer.

‘And this has led to a lot of strains on the system. And

I just see that continuing. I don't know how that's:
going to abate. And I think that there are risksvgoiné

down that road.

You have to be careful not to. regulate in a way that

hurts the efficient prospering farmer so that you can

help the one that may be less suff1c1ent and not

prospering asvwell. You have to figure out how to put
them on a parallel path. And that's a terribly difficult

challenge.

Then I think that another problem the next Secretary is

going to face is the whole gquestion of domestic policy.
In 1996 things were pretty clear. We were having record
high prices. We were decouplihg payments. We were

getting rid of supply control programs.

We were transitioning toward a more market transitional

(ph.) agriculture. Hence, the«titlé of the commodity
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prévisions in the Act, the Agriculﬁure and Market

- Transition Act.

(unint;) the transitioning too, but (unidt.) was on a
more market oriented path. Well, we have had $25'billion
in additional payments made to farmers in the

supplemental bills of 1998 through 2000.

In a sense we've gotten knocked off this path. .And so

there is a huge ambiguity ocut there right now about where

domestic agricultufe is going. There is a lot of calls
for a less aggressive agricultural policy, for implement
supply control, ﬁo couple payments back to prices or
income, whicﬂ would make them production distorting (ph.)

again.

This is going to be a tremendous challenge for.the next

Secretary to figure out how to strengthen the safety net,

-do it in a way that it can preserve the market forces

that we value in a capitalist economy, do it in a way

that is consistent with our WTL (ph.) proposal that we've

-just made this summer in the WTL, which basically calls
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for continuing declines in domestic programs that distort

. pbroduction and trade.

So there is going to be a lot of constraints on. the next
Secretary to figure out how to get through the domestic.

policy dilemma that is going to confront him or her.

Q: Thank you for that look into the future and for a

review of the past. And it lcoks to me like we'll nave'

plenty of need for a chief economist.
A I hope so.

Thank you Keith Collins, Chief Econemist with the

Q:
U.5. Department of Agricﬁlture. I'm Larry Quinn with the

Office of Communications of the U.S. Department of

Agriculture in Washington.

[END OF TAPE]
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